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CHAPTER 1

INTRODUCTION

“If your business has an organization chart, makaeav box at the very
top and label it “customers.” This will communicate everyone who the real
boss in your business is.”

Leboeuf, 1989, P. 168

Before the industrialization period, small-size iness enterprises used to
establish good relations with their customers bsedabhe numbers of customers
have been fairly fewer than today. On the contreryhe industrialization period,
scale of enterprises and the number of their custenmcreased radically. Since
the numbers of customers have been abundant, pnedbave had the bargaining
power. For this reason, needs of customers havébewn at the center of the
production process and relations between customedsfirms have not been
strong enough. This phenomenon has lead firms ¢gelocontrol over their
customers. But suddenly something has changedrénd. That was computer
technology. Computer technology has brought infégionaage. Naturally firms,
who were seeking ways to differentiate themselveemf competitors,
immediately have adapted themselves to that retratuaThey have invested

huge amount of money in information technologies. akticipated technology



has brought the re-humanization and allowed congsario regenerate the
relations which were formerly lost. As a result tbfs revaluation, relations
between firms and their customers have birth fromirtashes and a new notion
has been created. That is Customer Relationshipalyeament (CRM). In this
process, customer-driven marketing lies at the age of CRM. In other words,
marketplace power has shifted to the customer d+user again. There are lots of
reasons for that but the most important reasohds rnany industries today are
marketing nothing more than commodities. What willke the difference in the
long run is the care for customers. For this reaSBM will seem to play very
important role in marketing.

Today CRM is not just a new philosophy, which ispiemented
optionally that adds some competitive advantageotopanies. It is a must for
companies anymore, who wants to survive in fut@eaose CRM is a system that
enables firms to understand their customers. Staséomers are a sort of mirror
for the companies, CRM is a good candidate to Bector for an organization to
diagnose any diseases to cure it as soon as padsibteover, CRM philosophy
defines what to be for which customers becausengryo be all things to all
customers is not valid anymore. It is more raticiwaprovide right products or
services to right people at right place and righet

In this study, at first CRM will be defined tharetdata management will
be examined, which is the corner stone of CRM &edétention and loyalty will
be touched more deeply. Next, the implementatioBRM and applications of it
in different sectors will be discussed. Finally kgadgion of CRM in hotel

business will be discussed under the conclusigheofield study.



CHAPTER 2

KNOWLEDGE OF CUSTOMERS

Traditional customers were abundant and they usédy what they were
offered. They used not to complaint and they wersegally unaware of other
alternatives in terms of different prices and duedi Furthermore several
influencers like location were formerly the mostpontant factors that used to
influence traditional customers’ buying decisioitence, enterprises that were
closer to consumers have had more chance to dodssswith them.

Recently most of these customs and even the defindf “customers”
have been changed. Generally it is used to caletsugs customers as Griffin
(1995) states in his book. It might be true formdsut after industrialization
period like many things the definition of “custorhbas been changed.

Customer is derived from the root word custom. Ti@d custom is
defined by the Oxford English Dictionary as meanifig render a thing
customary or usual” and to practice habitually.”cAstomer is a person who
becomes accustomed to buying from a particular emyp This custom is
established through purchase and interaction auémet occasions over a period
of time. Although it is used to define customergasple who are sold products

and services, Griffin (1995, P. 30) states thatttout a strong track record of



contact and repeat purchases, this person is cigtamer; he or she is a “buyer”.
A true customer is “grown” over time”. As Griffinl®95) implies, long-term

relations must be build up with customers becatisis the only way for a

particular company to call them customers. In ordedo that changes in the
nature of customers has to be redefined becaugeatbenot what they used to be
anymore. They are more demanding more informedlessl tolerant than ever
before.

In addition to redefinition of customers its defion has been expanded
by Greenberg (2001, P. 3). According to him, cusimmare composed of two
groups. First group of customers are internal cusets who are sold products
outside the realm of the store and external cust®méio are a department or
division or team or employee. This may come to di@aar firm interesting but
companies give their employees service for a fesofe sort.

The aim of this new definition is that all partss#rvice chain, which we
serve our ultimate customers, is needed to be tineatigh, as companies treat to
their customers who are sold products and serviBgsdoing this a company
ensure that their customers are well treated by #raployees. That is a chain
reaction which starts from the top management aikkats all positive and
negative attitudes to final customers.

Besides redefinition of “customer”, some factorsickhused to affect
buying decisions of customers’ have been disappgearal new ones have
emerged. For instance location that was regarde@dnagssential advantage
previously, has been replaced by the price andityuddiring the beginning of

globalization. Additionally after 1980s service waslded as a third and



competitive advantage as an influencer of customeuging decision. That
means a shift from product-driven period to a senand customer-driven period.

What it comes down to is that customer side culyemeighs more than
producer side anymore. Companies who know thisityeahould establish
relationships with them. In order to achieve th@al, having an idea about a
particular customer’s lifecycle and his or hertlifee value is vital.

“Customer Lifecycle” and “Customer Lifetime Valuglre new notions
recently introduced in CRM literature. As companbeEgin to implement data
mining they discovered some interesting pattermse Gf the examples of it is in
finance industry. It is a well-known fact that tgpl financial institutions, such as
banks make most of their profit from the top vah® of their customers. That
fact shows something, which is very important. ©ostrs should be treated
according to their life cycles and their lifetimelwes. The period during which a
typical customer continues to purchase is calledussomer life cycle. In other
words customer lifecycle is a time period that atemer stays with a company.
The longer the lifecycle is the more revenue ai@adr company will get.
Expected revenue generated from that particulatomes over the estimated
lifetime of that customer’s relationship with his ler firm is called customer
lifetime value (CLV). “It takes its power as a tdol selecting customers from
gross margin improvement because during the nodeaatlopment of a customer
relationship, the cost of marketing and sellingdgigly declines” (Brown, 2000,
P. 61)

Customers sometimes stop purchasing from entegphimzause of a

reason which may be poor service or poor treatmddased on this it can be



named that a typical customer as active or paseiterms of time period they
buy something or not. It is generally accepted fhat a customer who misses
three purchase cycles is lost. So once customiéstycles and lifetime values
are defined companies may react quickly to turnrtpassive customers into
active ones. Moreover companies may treat eacheaf tustomers according to
their lifetime values. As Bell (1994, P. 26) statdhe worth of a great customer
service requires a focus, not on the transactistscdut on the relationship
value”. In order to make it clear an example iegibelow.

For example, if a customer complains about a prodund wants the
company to refund it, what a particular company usthodo? What if that
company also believes that the customer is not?itfthe goods are not refund
and if the customer believes that he or she ig tigh most likely result would be
losing that particular customer forever. If it istrknown that that particular
customer is a high value customer, the result wéa@dnore dramatic. For this
reason CLV is very appropriate tool for that sdrtewent. It tells a particular
company what a customer is worth. For this reasany companies started to
create customer lifetime value metrics to manage tharketing programs.

While focusing on customer life cycle and custoniiéetime value
companies shouldn’t miss the point that althouglustomer create more value it
may not be as profitable as another customer, wghanore valuable. So
companies should treat customers according to tain values and their true
profitability’s.

The only way to understand a customer's true jaiafity is by using

activity-based costing (ABC). ABC recognizes thhe tcost of processing a



transaction, such as obtaining an account balarscd)ighly dependent on
customer behavior (i.e., whether the customer tisedranch, telephone, ATM,
or the Internet). By tracking patterns of customssige, ABC enables firms to get
a much truer sense of who their profitable custenage today, and which ones
are likely to become profitable in the future (Miar2001).

Groups of customers have been categorized acgpridinthese two

parameters into the matrix below.

A Customer Value / Profitability Matrix
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Group A: These customers are high value customers, whasieapility’
are low. There may be many reasons for a custoon@&lltinto this group. For
example they may be using the most expensive clandest frequently used
example is a bank customer, who walks into the down bank branch for a
routine transaction. These customers may be dddets expensive channels by
giving them incentives or showing them the benefftalternative less expensive
channels. Sometimes the reason may be the lackaflkdge how to use these

less expensive channels. In this case companiesidshi@in and guide these



customers. Increasing profitability of that sortaefstomers is more challenging

issue but not impossible. After adding some sodpacial services and care these
sorts of customers will be more loyal to their camigs and get accustom to their
products and finally less incentive sensitive.

Group B: These are the most important groups of customeartecular
company have. They are very critical in terms oferall revenues and
profitability. At all cost they must be retained myabarriers must be created by
the companies for preventing them from defectiomeyl deserve more rewards,
incentives and care. They also act as if they alespersons of their companies
because of word of mouth. They constitute a sneltgntage of their companies’
customer base. But that is not to say that theyuammportant. On the contrary
they make up most of the revenue. As Brown (2000,99 states “Although it is
generally small percentage of customer base - aBOupercent or less — it
provides a significantly higher percentage of rexn and profits and this
relationship is known as the Pareto Principle”.

Group C: Dealing with these customers is very hard. Theyraxteonly
unprofitable but also low value customers. Ther ssib-segment in this group of
customers who may be harmful to companies. A custonho belongs to this
group may frequently pay late or buy products nyosthen their companies have
discounts. They are generally prone to defect yasis a result of this their
contribution to their companies may be a negatakie. These customers, who
belong to a sub segment of group C, would betterdbmpped from the

relationship. It would be better to direct thenttmpetitors.



Group D: Customers at this group are very profitable butrthietime
value is not at the satisfactory level. These austs have high potential and they
should be forced to increase their share with tb@mpanies. At this point cross-
selling and up-selling opportunities must be takdén account. They should be
converted to Group B customers.

Federal Express Corporation, for example, has uv#eolized its
marketing philosophy by categorizing its businessta@mers internally as the
good, the bad, and the ugly--based on their ptofitp. Rather than marketing to
all customers in a similar manner, the company patg its efforts into the good,
tries to move the bad to the good, and discourdgesigly (Zeithaml, Roland,
and Katherine, 2001).

There is an important point, which must be higHiegh here. Like
customer value, customer profitability must be dateed based on not only their
current level of profitability but also profitaliyi they are likely to become. So
companies should undertake necessary researchessewve their customers’
existing and potential values. Moreover Definitiarf value delivered to
customers, necessitates “Value Management” as well.

“Simply supplying more of the same offerings in tsame way to
customers
overlooks more profitable ways of growing businegth them” (Anderson,
2003). Customers are not homogenous in terms af wants and the “values”
desired being delivered to them. Some of themwastt to get core benefits of a
product and some of them may be satisfied if ohlgytare given some extra

services or additional features based on their :1eEdr this reason a typical



company promises different values to different g/pécustomers. As a result of
this, management of “values” is very important dompanies who want to keep
their promises. As Brown (2000, P. 204) stdtagoday’s environment the value
proposition offered a customer is now much moreartgnt than the product
itself”.

Hence many companies are now using a customer vahmagement
(CVM) approach to identify the “value” that can lbkelivered, not only by
products but by processes and services, then eangige their business
capabilities to deliver “ideal” customer-definedu@at each customer interaction
(Foss, 2001, P. 189)

Another notion, which is called “Net Value”,a¢so an important weapon
for marketers today. It is difference between whatustomer is prepared to pay
and the cost of service or product provided to thiém is implemented properly,
management of “value” increases the profitabilifyaccompany. In other words,
value management fills the gap between what comrepazan do and the expected
quality of service or goods by the customers. “¥aMlanagement” fills the gap
between a particular company’s deliverables and d¢bepetitors’ through
benchmarking.

Foss (2001, P. 196) points out that “Put simplg #alue management
approach involves answering the question: wherewta@ustomers want us to be
and how do we get there? This is characteristiarof‘'outside-in” view of the
company and results in an externally driven, madedined strategy”

At this point another notion must be touched whglmportant in value

management. That is perception of value. As Leb¢&89, P. 52) statedt is
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not the quality of service that is given but thalgy of service that the customer
perceives that causes him to buy and come backteSierceived service quality
is the difference between what they get and whay #xpected, management of
expectations is very important in “Value Managerhent
Today’s companies started to move towards the mestovalue

proposition because they understood that interrfaltyised companies will not
survive in near future. Because in order to undestwhat customers do value
faster than competitors will better pay off rathiean focusing on providing the

best product or service which are based upon presoms.
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CHAPTER 3

KNOWLEDGE OF CRM

It is very obvious that being flexible is vital fdoday’s companies to
survive. That is often perceived by most of the pames as being flexible with
production or external environment. When it is thloumore deeply it can be said
that it is being flexible with customers that makesompany successful. So
obviously a vital question arises. How do comparies flexible with their
customers? The answer is Customer Relationshipsagdament (CRM). The
more a particular company capitalizes on CRM, tleenthat company knows
about their customers. It gives obviously an advg@tto shape all the decisions,
process, and production according to customer naedslesires. Goodwill is the
most important result of it and as Marshall Figltes, “Goodwill is the one asset
the competition can not undermine or destroy” (\4air992, P. 59).

Being flexible with customers generates relatiopdetween companies
and their customers and relationships in turn ggeesynergy and in order to
create that synergy, CRM is a fairly important todé Shoemaker states (2001,
P.124), “CRM is the technology, which is used tend sales, marketing, and

service information systems to build partnershiph wustomers”.
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Although it is a new terminology, CRM has alwaysibeexisted since
very beginning of commerce in history. Before indaization and mass
production, people who were involved with commerbad knew also their
customers. In order to understand how, it is endoghremind recent history of
selling in Turkey. It can be easily remembered thate were many small shops
almost every corner of the streets. At that timenens of these small shops used
to know each of their customers personally. Bugraittdustrialization and mass
production they have lost these essential knowledge information they acted
upon. After the mass production period, ownershef companies have lost their
control on their customers because the number sibmers was much more than
their ability to control. As a result of this, reétans between companies and their
customers undermined. But one day something hapenap and a new era
started for the customer relations. That was thapeter technology and new
communication technologies especially internet\aimdless communication.

Through these technology improvements lots of oppdies have
aroused for the companies to build permanent ogiatwith their customers. For
instance the data storage capability of computareeased a lot along with the
decrease in their prices. That has enabled congpatdebuild their data
warehouses. Moreover additional data analyzingstbalve been developed and
as a result of them analyzing the huge amount @&t dacame possible. With this
technology, finding meaningful patterns became iptsslso. Internet has given
chance to the companies for one-to-one marketigghB help of internet cost of

customer communication decreased tremendously. Wiibile technology no
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matter where the customers are, companies haveahethnce to serve their
customers at any time and everywhere.

Because of the leading role of technology in th@sprovements a
misperception of CRM emerged. That was perceptibnCBM as a just
technology and even software. CRM is not just arietogy; technology is one of
the inputs of CRM. It is just a tool. Some congigticompanies exploit on this
very much. They claim that their CRM-X package aodtware in it will solve
the problems and companies who run their systerisb@isuccessful in CRM
application. That is completely wrong.

Besides the technology, change in customers’ belavplays an
important role in the emergence of CRM. Since ausis have more information
about the companies and competition, their propen® switch extremely
increased. In other words, as Foss (2001, P. 238)en it, “the inflation of
customer expectations” occurred. That enforced eongs to answer their
customers’ needs faster than ever before. Forrdason companies must be
closer to their customers to meet their demands.

Actually CRM is experienced every day while buyongpds and services.
Every time a particular customer buys these goadssarvices with expectations.
A privileged experience may cement relations wiia tcompany and on the other
hand a poor experience leads customers not to éxtyfrom that company. The
ability to understand this basic fact makes a compg@RM oriented because as
Brown (2000, Preface) mentions “CRM entails acagriand deploying
knowledge about one’s customers and using thignmition across the various

touch points to balance revenue and profits witkimam customer satisfaction.”
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So CRM may be defined as a philosophy about knowingtomers,
generating relationships with them and finally ssgvthem with best quality
service and products tailored to them. That is being closer to customers and
as Griffin (1995, P.228) states, “There is no mdgienula for staying close to
customers. It is basic consideration, time, effootnmitment, and follow-up”.

Knowing the stages of creating relationships witlstomers plays an
important role to achieve CRM goal§he stages defined by Foss and Stone
(2001, P. 233) in their book will be followed belowhe first one is segmentation
and targeting.

A. Segmentation and Targeting

It can be said that CRM gets much of its power fresgmentation and
targeting appropriate segments because “all thioggll customers” type of
marketing strategy is not valid anymore. The “opiimalues” should be found
expected by each customer and the process musameged according to them to
fulfill their promises. Because as Brown (2000, face) states,;The key to
enhancing revenue opportunities is linking paracuproducts and services to
particular customer segments.”

B. Enquiry Management

It is about handling the enquiries properly. Thiage is very critical
because it is the stage that customers make theisidn whether to buy or not.
C. Welcoming

After the customer has joined, they should be %etf by telling them
“they have chosen the right company and their @éwuias a rational one and they

will be kept. Apart from this, companies must chedkether everything goes
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right or not. So companies should make their custsnieel comfortable and
secure.
D. Getting to know

This stage determines the future of the relatignshiis a kind of testing
period from the customer point of view. It is alaolearning stage from the
company point of view. But this stage is not fiege, as it will be explored later
in loyalty journey within coming chapters. Companishould be alert to
additional needs of their customers and reengitiegr system to continually
serve their customers.
E. Customer Development

If a particular company has successfully came imdtage this means that
it identified additional needs of its customers amekt their requirements. At this
stage companies should try to cement the relatiprasid so loyalty by increasing
persistency and renewal. Furthermore cross-sedimg) up-selling opportunities
should be utilized to increase profitability angpdedency of customers.
F. Problem Management

Although companies serve their customers extremedyl, sometime,
somewhere, and somehow they are prone to fail. Mitemwhat is the reason the
situation should be corrected immediately. Othezvdiempanies will most likely
lose their customers.
G. Win-Back Stage

In reality there is no company who has 100 percastomer retention rate
in the world. In other words the goal of zero défets appears unrealistic

because some customer defections may not be relatiedhe satisfaction level
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of customers with the company. In one way or arroiveey companies lose their
customers. As a result of this it will be more igad if companies target “Less
Defections”.

When a company fails somewhere it is importanixdife problem but at
this stage it may not be enough. Unsatisfied custershould be informed that
the problem has been fixed. Sometimes offeringaegérvice or incentives may
be useful. According to Leboeuf (1989, P. 76), doempany doesn’t want to lose
its customers it should be reliable, credible aative, responsive, and empathic.
Once it fails to carry out one of these factorsaadaining can be a very helpful
tool to reduce defection. Analyzing through defectidata, companies should
discover some kinds of patterns in data and theserps can be signal for new
defections for other customers. So when a compa&®es patterns resembles
previously seen in the history of a defected custonecessary actions must be
taken and defection must be prevented from ocagagain. CRM is very helpful
to achieve “Less-Defections”.

One of the most widespread mistakes in manageni€fdash customers”
is the assumption of knowing reasons for churniifgs prevents companies from
looking at data deeply and exploring actual reasdecause of that most
companies consider that they fixed the problem aodtinue to lose their
customers. The worst of all, they may not be awéathis fact.

There is another mistake which is also widespreatianagement of lost
customers. Some companies delete the name of pé&sstacustomers from the
databases. By doing this they are articulating ititention of ignoring lost

customers. That may be very wasteful for long run.
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“Customers who leave you are a double-edged swsays Griffin (1995,
P. 184). Neglecting your defected customers cavebg wasteful and destructive
for companies. But there is something worse folommany. Some companies
either have no data warehouses or at least custietebases or they don'’t utilize
these tools for marketing. No matter what the reaspsuch companies’ miss the
opportunity to capitalize on defected customershstaictive inputs and the
opportunity to win them back and stop negative wafrchouth.

In order to show how much it is worth following emple was given. A
particular customer has a problem with a web hgstiompany. The problem is
about e-mail service. He or she receives e-mailscan not send e-mails and it
must have been handled quickly. That particulartazusr calls web-hosting
company several times to get them fixed the proldech each time they promise
to fix the problem but they don’t. After severalydahe calls them and says that “I
want to get my technical codes because | will subscto a new web hosting
company.” They tell him they would give him all thecessary information and
technical codes in a couple of days and asks higemal them a complaint letter.
After sending complaint letter he begins to wait tlee necessary codes that are
necessary to switch another company, but at thmet what if they fix the problem
and ask him not to switch. In fact that particidastomer doesn’t want to switch
neither. Because he knows his company for years thadnew subscription
process would take too much time. For this reasemmiost likely changes his
mind. This hosting company achieves two things bywmg-back that customer.
It stops the negative word of mouth and wins higmhy because he feels that

company really care about him.
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In general many customers leave their companieausecthey feel no
particular interest associated with themselves fioencompany. This means that
company fails to stay in touch with its customé@ise most effective cure for this
kind of problem is a powerful CRM application thatll repair the relations

between a company and its customers.

3.1.BULDING RELATIONSHIPS WITH CUSTOMERS

The aim of conventional selling was selling. It wast important or at
least being overlooked to build permanent relatigrswith customers. The most
likely reason was abundant numbers of customers.ilite reason the reward
systems was based on quantity of sales rathergiality. In the realm of selling
by saying quality the customer satisfaction is nref@ and their willingness to
repurchase.

The new orientation in the context of selling isatthieve high satisfaction
level with customers. Companies should look beydmel value of a single
transaction rather than focusing of sales quariitys new orientation of selling
suggests that companies are beginning to under#itandhe aim of “closing the
sale” is not compatible with the today’s market iemvment, which necessitates
retaining customers as much as possible and inogeagallet share of their
customers.

At first step naturally companies should have cn&is to retain. In order
to capture new customers companies must be paiargra (1990) states tH#

typical prospect reads mail as follows: The fiestdr gets glanced at and thrown
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away. By the second letter the prospect says tedifnor herself, “Didn’t | get
something from this person before?” With the tHetter, the receiver says, ‘I
know | got something else from this person, buttvwhd | decide?” By the fourth
letter, the prospect thinks, “I have heard lotabbdut them; maybe | should give
them a call.”Barera tries to explain the importance @aimmunication with
customers. The more companies communicate with thestomers the more
chance they will have to capture them.

There is a widely implemented wrong strategy totwagpnew customers.
Most of the sales rewards or bonuses as mentiobesleaare based on the
guantity of product sold in many companies. Sabspfes are pushed into selling
as much product as possible. Under this pressweg tieglect some ethical
principals for the sole purpose of selling. Fortamee they are promising much
more than they can do. Sometimes it is seen thaymoathem lie to customers
and the irony is that this kind of behavior is gatlg rewarded if the sales are
closed. This wrong orientation is an essential aletfor the companies who
want to move towards CRM philosophy. Its obviouasan is dissatisfaction
comes from the poor experiences’ of customers. Afram this widespread
wrong marketing strategy there is one more faikegarding CRM philosophy.
Many organizations still focus on capturing newtoogers at the expense of
disregarding existing ones. Their contribution tofy, rule of 20/80 (Means that
80% of total revenue comes from 20% percent of mostitable customers), is
taken for grantedVavra (1992, P.10)states that“Satisfaction of existing

customers is presumed. The organization fails tontaa them. And when
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current customers take their business elsewheze,dbfection is often dismissed
by the rationale that companies can’t please ewelyb

After capturing potential customers secong s@mes. It is to turn first-
time buyers into repeat customers. In order toea@hthis goal companies must
find specific needs of their customers and fulfilem. In order to do that
customers should be conducted frequently and theyld be offered some sort of
promotions that must fit with their needs.

“Consumers often assess alternatives and marketiognotions on the
basis of their idiosyncratic fit with the offer;atis, they tend to place significant
weight on whether the offer provides a better "fidt them than for others.”
(Kivetz and Simonson, 2003 5o0metimes customers may not aware of what they
need. That sort of unfilled needs can be identifigdconsulting and helping
customers. This is of course the most effective wéyfulfilling customers’
infinite needs.

Finding new buyers and turning them repeat custeraee not enough.
Because the old way of marketing strategy, aim loictv was to sell even at the
expense of losing long run partnership with custesmis not valid anymore. As
Vavra (1992) names it “Aftermarketing” is needed stave relationships with
customers. Companies who have won customers nmkestcie of them, handle
their complaints. In other words, listen to themnut Bhis is still not enough.
Enterprises also should follow up the results istgmurchasing period because
not to follow up on compliments or desires may I dangerous as not

responding to complaints.
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After turning first time buyers into repeat custom@nother important
step comes. That is to make them loyal. So howacaompany increase loyalty?
The prerequisite of it is trust. So how it can bétB Nacra (2000) points out that,
“Successful global leaders acquire a reputationrédiability among customers
and suppliers by ensuring quality, service andwation”. So it can be said that
service quality andinnovations are the basics of building long-lasting
relationships.

Reliability or trust is the most important credit tompanies. That means
keeping promises. That is to say promising more thable to deliver must be
avoided. Usually many companies raise their custsmexpectations which
exceed companies’ capabilities. For instance, ihatel claims 100 percent
guarantee it means that if a customer is not totatisfied with the service then
the hotel doesn’t expect its customers to payhdt particular hotel has necessary
preparation, it may be a good reason to build .tist if it is not prepared enough
this may lead customers defect.

If bills are paid on time, if the service that wa®mised is provided on
right time and right place then it is certain tlaedits will be gotten from
customers. In order to do that, companies must kstgming to their customers.
Listening with an open-mind, relaxes dissatisfiedtomers because they feel the
problem is known well and cared. In other words@urers should be treated well
and companies should make their customers feef #sey are their doctors.
Customers should be listened, the problem shouldiadgnosed and be cured

immediately, and finally the results should bedalfupped. Even if the problem
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can not be solved immediately, the chance of wiprilrese customers who are
listened to, will be pretty high because of trusilttby the companies.

If customers trust a particular company, that camgpshould trust them
too because they like to be trusted. For instami@e customer forgets his or her
wallet at home it should be said that “Ok no prafjylgou may pay for it for the
next time you come here.” If the relations are toodsed on trust customers will
become more loyal.

Result of trusty relations is saving money and tifiRartners, who have
trust in their relationships waste no time or egelmpking over a shoulder or
worrying that a promise made or implied will becomepromise broken or
ignored” (Bell, 1994, P.9)

Problem solving and consulting is at the centewatfning customers’
loyalties. Companies who recognized that princi@eome very successful. For
instance Dell computers took on this strategy andlesized on service business
which is provided to customers free of charge. Tétayted to install the hardware
for their customers, and founded call centers tmaédiately answer customers’
inquiries. Additionally they listened to their casters and designed systems that
meet customers’ expectations. Furthermore theydaatea consultant besides
listening to their customers. The most effectivpeas of this approach was that
these all extra services were provided free ofgda@s a result of this orientation
towards customer loyalty, they have achieved higlistomer and market shares

than expected.
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3.2.CUSTOMER MANAGEMENT MODELS

In their book Foss and Stone (2001, P. 162) caimgmrcustomer
management into different models. Some of thes¢oaihed below.
One to One

In this kind of management model, companies gaakanuch information
as possible for each customer and they provide thestom-based services or
products. When the relationship is between a laiggness as a customer and its
suppliers, the sole way in which the process isupetan be one-to-one i.e. the
customers tell or show the supplier how they wolik¢ to trade using e-
technology
Transparent Marketing

Since in the e-world mutual customization becomesachm easier,
transparent marketing emerged as an alternative toayraditional way of
customer management, in which suppliers used toeganformation about their
customers and then determine the right offer. Wittinsparent Marketing
customers have the authority to specify the typelaitionship required (Foss and
Stone, P. 160-163).
Top Vanilla

Although it seems controversial in CRM context, fiTganilla” model is
not contrary to CRM philosophy. It is a kind of magistomization and has
gained significant attention in recent years. Thdogophy of “Top Vanilla” is
creating goods and services that are in conjunctoin the most of the

customers’ needs and desires and it is almost atdndhis sort of management
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model is widespread in airlines, car hire, andpietey business. The main idea is
providing good quality of products as simple assfae. Because they are
interested in receiving core benefit of productsiasple as possible, top vanilla
customers generally know what they exactly wantenvthey want it and what

they are prepared to pay for it. For this reasey @ire also easy to deal with.

Customer interaction management (CIM) is necesgsaryknow the
alternative ways to interact with customers. Byizitig CIM, a customer may
evaluate these alternatives and optimize the peegoce of interactions. It
facilitates also exploiting previously unknown opmities. In other words CIM
helps to fill the gaps between a customer’s expecs and what a company
currently delivers to them.

CIM is a holistic approach rather than leaving cesgbilities of services
to individuals or groups. There is a second altareaof it and this is even worse
than leaving authority to individuals. It is thodghat if customer problems left
alone customers will somehow take care of themsel@ristomer contacts are
avoided and sometimes it is thought that dissatistustomers will somehow
raise their complaints. But this is totally wrongchuse according to many studies
and researches, most of unsatisfied customergqstwvay without voicing any
reason or complaint. Even more surprisingly mosthef today’s customers just
leave without dissatisfaction. Hence as Griffin @89P.192) saysNo news is
bad news”Hidden complaints must be extracted. Otherwise emafgcompanies
may be totally destroyed in the eyes of their cugis. “It may be taken 30 years

building a reputation and in 30 seconds to be dgstt.” (Nakra, 2000)
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Companies can not hide from their customers anl twenplaints. If a
particular company hide from their customers ihat expected that complaints
will just disappear rather they will be more thagfdre but companies will not
even be able to know that because of propensityneétisfied customers not to
voice their complaints.

Studies show that only 4 percent of dissatisfiest@mmers ever complaint.
The other 96 percent simply go to another comp#rg vast majority (91%) of
which will never come back. However, if a custorsecomplaint is handled
satisfactorily, there is a 90 % chance that customié remain a customer.
(Vavra, 1992, P.127)

Carlzon (1987, P. 3), president and CEO of ScanéinaAirlines System
(SAS) describes in his booMoments of Truth, how he recognized the
importance of focusing on contacts with his custanaad concluded following:

“Thus SAS is “created” 50 million times a year, 4&conds at a time.
These 50 million ‘moments of truth’ are the momethiat ultimately determine
whether SAS will succeed or fail as a company. Taeythe moments when we
must prove to our customers that SAS is their akstnative”.

So it can be said that affecting customers’ evauaprocesses of each
experienced “moment of truths” with products orveses lies at the heart of the
CRM. In order to achieve this goal companies shawddtinually motivate,
monitor, and finally evaluate their employees anstemers’ interactions because
each moment of truth is an opportunity to convessatisfied customers into a
satisfied customer as well as to collect invaluatiermation about them. CIM is

one of the most useful tools to do this.
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In order to achieve CIM, enterprises must setesgmals and determine
what is expected from an employee previously. Altffothe goals can vary from
company to company | want to state the generaitiakilleading good results in

customer blueprinting quoted from a book writtenMavra (1992, P.92).

+ Confidence: At least one of the parties must convey a cerdaigree of self
confidence; a self-demeaning or apologetic attitwidkenot elicit a receptive
reaction.

+ Creativity: One must find a way to tune into the feelingstaf bther party;

this requires a sensitivity to a vide variety obpke.

+ Caring: It is important to show personal interest andltatintion. Avoiding

distraction and staying with the train of thoughsIsurprising results.

4+ Consideration: Establish and radiate a concern for the other opers
Consideration entails being sensitive and awarehef relationship with
another person who is unique and also has feaeandy, hopes, and

insecurities. Consideration also invokes the aliedhg a good listener.

Trying to build relationships with customers is g@ved by customers as
a signal of care. For this reason establishingodiaés may calm angry customers
down even if the problem can not be handled prgpdvioreover it leads

customers’ repurchase because of the feeling afbzared.
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In order to build relationship with customers comiga must utilize all
potential ways of communication. Foss and Ston@12€. 150) state thatlore
iterations yield more data which improves relattopshandling which produces
more interactions, and so on, exploiting the cldseg as a learning loop.Bell
(1994, P. 36) agrees with Foss, states‘t@ahnection is the essence of powerful
relationships. He continues; a great partnershi@nalogues to an electrical
circuit. The lights go out because of either a pamnection or energy shortage”.
Some of the ways to avoid first one was given below

According to Brown (2000, P.133)From the customer point of view,
communicating directly with the manufacturer insked through an intermediary
makes the channel more trustworthy. There are maays to communicate
directly with customers but the unique way of fegliemotions is just possible
with the telephone call. Customer's annoyance, sfaiion, concern or
indifference can be sensed by the receiver, whoreant according to these
emotions sensed”.

CRM gives some opportunities to determine most @myate time to
conduct with customers. For instance a travel compmay learn that its
particular customer have holiday on each Junehdf tcommunicate with that
customer on March that would be a good time andtelephone may a good
medium. It is the most direct way of sensing thelifgs in customer’s mind.
Telephone has higher effect at cementing loyalby.tkis reason many companies
started to use toll-free 800 numbers. Cadillac’s ft its service contained the

following description:
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Professional help is a toll-free phone call awa4 kdurs a day, 365 days a year. When
you phone the Cadillac Roadside Service Hotlind-800-822-1112, you speak with a phone
adviser, who knows your Cadillac intimately. The iadv will ask specific questions to help
diagnose the problem and, in many cases, givenagituctions over the phone to get you back on
the road. On-the-spot service when you need ittbst —nights, weekends, holidays. If necessary,
a service adviser will dispatch an authorized Qadlitiealer’s technician in a specially equipped
vehicle, well stocked with a special tools and geausM parts. The technician will even provide
you and your passengers with courtesy transpomtadtioyour home, a hotel, or another local

destination if more extensive service is requikéavfa, 1992, P. 119).

Moreover there are 900 numbers operations, for lwisiestomers pay.
“The real advantage of 900 lines is that they cglp B marketer share the cost of
an ‘Aftermarketing Service’ with its customers. $hallows even the smallest
companies to offer relatively sophisticated ‘Aftemketing Services’ if their
customers are willing to pay for them” (Vavra, 199R. 125).Fast-paced
technology makes 900 numbers an important marketion There are services
associated with them, which can collect marketimfgrmation directly from the
call itself. One of these is Automatic Number Idiécdtion (ANI).

Generally automation in call center activities nereasing. For instance
automatic call distribution (ACD) is one of themm this system callers are
directed according to some sort of attributes.ritéve voice response (IVR) is
another new technology by the help of which comgsigian decrease the number
of live agents that are dealing with routine tratisas.

When customers call a call center they pass thraeyeral stages. At
each stage there is an activity prepared for th&hmese are call routing,

assignment activity, queue management, call trgckemtittement processing,
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workflow, problem resolution, performance measunmeimeand service
management among other things there are actititegsare going on without the
knowledge of the customer, such as logging and toong (Greenberg, 2001, P.
180).When it is done properly, call centers also camde for cross-selling and
up-selling. But when companies fail how to do ttiien it may cause damages
rather than profits. A customer experience, whishgiven below shows the

importance of this issue.

“I have called a call center to get my problem edlvThat was inter-city call and their
call center performance was very poor. When | t&ljve realized that they had put a commercial
at the beginning of calls. They were advertisingreglevant product with my money because the
service was not call-free. The more irritating thing that the coordination between
representatives. Actually it was very poor. | hatael to explain the same problem over and over

again to different representatives at each call.”

So companies must be careful if they want turnrtoell center into a
commerce center.

Another way of communication is e-mail. It is vesydespread and used
for the cost advantage. Moreover through an e-maksages and any file related
with that message attached on them can be delivevhith is not possible
through a telephone. It is thought that it is cagnsoon that all other way of
communications will be internet based. Example biclv is the ability to talk by
using internet. It is even now possible to watchselves through internet, to send

and receive any mail or file, and to talk.
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Technology continues to change everything. Of aucall centers
activities also changing. The most effective evolutin this business is the
integration of all communication channels. But gaitg these new technologies
can not replace the human-being totally. As Greenf2001, P. 184) states, “In
spite of all these new technologies, don’t assumeg will take the place of the
human-being. Sometimes a human voice is better thanouse click.” The
important thing is that giving as much control as$ble to customers over the
choices.

Companies should keep it in their mind that custesnadways want to be
sure that whenever they need help they can findesom who can solve their
problems. “When he was asked, what is the main @firthe answer service?
Powell Taylor, one of the managers of the GE, egpthat; “We try to give GE a
face” (Vavra, 1992, P. 111).

What all comes down to is that each potential wiagoonmunication with
customers must be utilized because communicatiny wth customers cause
them to communicate with prospects and communigatvell with these
prospects means that they will be customers andlibgin to communicate other
prospects and this process continues as long asigoivation will continue.

CRM is actually an uphill way that has trees (Costos) on both side of it
and the more companies get up speed the more (batslty) on the trees will
be for companies, who run on this way. It shouldkept in mind that this way

has no place to arrive. It is infinite.
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3.3. INTEGRATION IS A MUST FOR CRM

As it can be understood from the figure below thseatial part of CRM is
integration of it into the organization. Naturathjis integration can not be set in
couple of mounts. It takes years but it is certhat it will pay off. In spite of that
even large firms are hesitating to combine hardn@action-based) knowledge
and soft knowledge into one customer database.ekample Dell Computer,
often praised as an exemplar of customer-relatipnsiianagement, has not
integrated the customer knowledge it receives enilwith what it gets from
telephone call centers (Davenport, Harris, and Ka@6i01).

Companies who implement CRM partially should expés application
throughout the whole organization because large pammes often fail to
understand the requirements of scalable, multiqchlbstrategies, so start with an
approach that works in one channel and collapsasather (Foss, 2001, P.4). So
companies also should take integration issue imdnsideration during this
process. As Greenberg (2001, P. 16) points out décassful CRM requires a
holistic approach to every relationship with thdirenorganization sharing and

contributing to that view”.
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Figure 2: Building Business That Will Use CRM
Source: Greenberg, 2001, P. 17

The three layers of the CRM should feed each otlatinually. As a
result of this, companies appear as a single system should be. It is called
single customer view in CRM literature. Single viest customer from the
company point of view and single view of companynirthe customer point of
view is very important. Single view means time @éncy because there is a
single accessible customer view regardless of whegartment is looking at the
customer records. It prevents the time loses becafisnformation translation
problems. Integration put a stop to “left hand adielsnow what the right hand is

doing” dilemma.
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Figure 3: Single View

As an illustrative example consider relationshipasen a customer and a
carrier service company. Let’s assume that a custamants to know the arrival
day of his sample. He calls and asks call centstocuer representative how
many days it takes if he sends his sample from dutio china. After several
minutes representative says that it takes 3 daystoBer decides to use this
company and call one of the local offices of thampany that is close to his
location. Then employee of that firm comes and pgek customer’'s sample.
Fortunately while paying him that customer saydj wau charge a little bit more
but knowing that my sample will be arrived just timee days at China will

compensate the extra money that | have paid. Thgslogee tells customer; but
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sir that is not possible you must have been misinéal because as far as | know
it will take at least 5 days. What a pity?

Not to experience such an event it should be keptmind that any model
of customer relationship requires a balanced apgproacluding strategies,

systems, people, processes, data, measurement &ths

3.4. EFFECTS OF INTERNET AND MOBILIZATION ON CRM

In order to build relationships and cement existomgs with customers,
companies started to exploit all channels thataeglable and affordable because
the goal of CRM is the capability to handle custonmteractions consistently
across channels and functions. One of them andaptpbmost effective one is
internet because with the advance of new technedogiectronic business called
e-business have taken many steps towards to mieatie¢ and efficient way of
communicating with customers. E-business and asesultr of internet
‘Automation’ enabled companies to reach new marl@tate new services, one-
to-one marketing and so on. The architecture neeuledpport such automation
is difficult to implement, but it is finally posddy thanks to the power of an
integrated web, work flow management and data-veargihg platforms (Brown,
2000, P. 225).

Since the effect of internet is substantially enmusra new notion has
emerged. It is Online CRM or e-CRM. Online CRM pd®s faster and more
powerful way to interact with customers as distiimotn CRM. So it can be said

that e-CRM is what will be the new form of CRM ioming century. With e-
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CRM personalization have begun to be used moredlkianbefore in marketing.
Berson, Smith, and Thearling (1999, P. 479) stdtee marketing will continue
to evolve into an outbound, personalized closeg-lactivity as evidenced by
increased targeted e-mail marketing, personalizeeb wsites, and more
sophisticated tracking and trend analysis.” Thesprovements actually paved
the way for CRM applications.

Greenberg (2001, P. 120) explains very well wh&RM actually is.
According to him “Online-CRM generates closed-ldepdback. It is the nucleus
of internet-based response management. At its ibéstiesponse management in
real time. Put it simply information is generatimgw activity, which is generating

new information”

E-marketing campaign

EMA tools
Campaign
refinement

Refinement _ 7 = ‘\ ~ _ Refinement
-~ .

Figure 4
Source: Greenberg, 2001, P. 120
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In traditional CRM model, data is used to segmerstamers and provide
each segment the most appropriate services or gopdbhe most appropriate
channel. With the utilization of online CRM, custers became able to validate
and refresh the supply their data. Moreover custenbecame able to choose
most appropriate relationship offer among manyradtéves. Besides that there
are lots of advantages of online CRM over offliRgst of all, online interactions
can be easily recorded. Moreover it includes maagabilities that traditional
CRM channels haven't, like self-service, automagedail responses, mass-
mailing, personalization of messages and web paggeduct bartering and online
guoting etc. These features of e-CRM reduce couiseiminate some of them
totally like some of the customer service agentstifermore customers interact
with companies more easily and faster than tradfiichannels of CRM. That
increases customers’ satisfaction levels.

At this point the integration issue should be tadhagain. While
companies move their activities from traditionahohels to online platform most
of them overlook the importance of integration bstw online activities and
offline activities. Since the two channels stillegtst their content must fit
together. Therefore as Greenberg (2001, P. 50) asiplon “It is imperative that
e-CRM be installed in conjunction with traditiondRM and that the two are
tightly integrated. Otherwise, the value of e-CRNMjht actually be negativdh
other words, existing channels must be considetedgawith new ones. As
Brown (2000, P. 162) staté'e-CRM will be multiple integrated channels.”

The most powerful e-CRM would be the combinatioroofine CRM and

online Enterprise Resource Planning. It is calleBR®. It would enable a
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consistent customer experience. It would combineC&M and ERP related
activities under one roof. By doing this singlewief customers and a perfect
integration would be achieved. This should be tienate goal of all companies
who can foresee the future.

Apart from internet there is one more thing whicll shape the future of
CRM. That is mobility. Increase in sales force nibbimeans that increasing
efficiency and that means also increasing profitgbiOne of the drivers of this
movement in sales force is personal digital assistéPDA). CRM companies
must move towards wireless system because the itigpab be mobile is a
competitive advantage. It fastens the processes paoddes up-to-date and
correct data. Companies who use this technologybeaefit from knowing their
customers and opportunities arise from up-to-datewseful data. For instance, if
a salesperson knows that price has less importaacea high quality service and
on-time delivery this up-to-date information giveas advantage to the salespeople
over its competitors who remains deprived of thipartant knowledge.

Another example from a carrier company is the fwilhg. For instance, if
a customer have sent a sample to china througlténmpany but after a while he
has received a call in Saturday afternoon fromblisiness partner from China,
who said his sample have not arrived yet. Befoee lireless technology the
customer must wait for Monday and call the caraempany and ask for the
sample. But wireless technology and the usage dfilemphone made it possible
that the customer could answer the question dbigsness partner in 1 minute by
sending a message writing the sample code by mgdtitne to his carrier

company and they would send him back the necegsarnmation he needs.
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While utilizing alternative ways of communication should be kept in
mind that each new channel of communication briadditional cost to CRM.
Accordingly companies should evaluate each altermain the bases of their
contribution margins. In addition to this comparsésuld take probable conflicts
of channel and cannibalization issues into conaitter while deciding whether to

add an additional communication channel.

3.5.REASONS TO APPRECIATE CRM

Today’s fast changing market conditions have emf@rmompanies to look
for new attributes that will differentiate them rfinocompetitors. Because products
have been turned into almost commodity, the onlygtithat can make companies
valuable in their customers’ eyes is their level sefrvice and service level
depends upon highly the relations that is buildhwiustomers and business
partners. That is called CRM in marketing Literatur
The reasons behind of this CRM focus are:

+ The commoditization of products

4+ Customers’ view in terms of quality keeps changomntinually. As an
example, see the table below, which shows Charsitsr of quality in
automobiles (Ranked by consumers in order of ingpme).

+ Customers are more demanding, more informed, tag leyal than ever
before. A well implemented CRM philosophy may cee&dyalty, increase
customer lifetime value (CLV) and generate goodliguaf products based

on what customers exactly want from companies.
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1970 1975 1980 1985 1990

Styling Fuel Reliability Value for the Safety

economy Money
Value for  Styling Fuel economyEase of Reliability
the money handling
Ease of Prior Value for the Fuel economy Trouble-free
handling experience money maintenance
Fuel Size and Riding Reliability Ease of handling
economy weight comfort
Riding Ease of Prior Safety Fuel economy
comfort handling experience

Figure 5: Customers View In Terms of Quality

Source: Vavra, 1992, P. 253

4+ Companies must spend more money to get a new cestiran to keep an
existing one. Because of high attrition rates camgsmstarted to spend money
like water. For this reason in some industries sagimobile phone industry,
getting a new customer needs 10 times more moreykideping one.

+ When companies loose one of their existing custernreiorder to win back
him or her they must be very fast. After one wdekthance of winning back
the defected customer will be very low. In additionthis to win back these
defected customers will be more expansive thaettn them.

+ Opportunity to sell different products to existiogstomers that is called cross
selling, and to sell the same product with moreauiess, which is called up-

selling.
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+ Eliminating barriers created by the non value-addimermediaries placed
between the supplier and the customer. CRM providissitermediation
opportunities.

+ Internal cost reductions from new efficiencies @ an important reason for
CRM focus (Vavra, 1992).

Another reason to appreciate CRM is “Word of Mouihtreates. That
causes customers to convey their good experiemcé@setprospects then it will
create a positive environment for companies. Tlngsga vital advantage over
rivals because people are more prone to make desifiased on referrals from
their relatives or experts, or friends. Moreovaravof mouth reduces the time
spent for convincing customers. Since trust ispitezequisite of buying decision,
by taking referrals and advice from people who eekable, the half of the
purchasing has already been done for a customerebbé or she interacts with
the company.

Furthermorecustomers who are captured by the effect of wordhobith
are more prone to be long-term loyal customers. fHason of it is that their
buying decision is made without an incentive orttkart of things. Their
decisions are initiated by the referrals and ttostompany. Thus their probability
to defect is more likely to be less than other @ungrs.

In general companies, who implement CRM, createynthimgs that are
worth to talk about. It means that if customers lgigh quality service, which
exceeds expected level and sometimes shock thgnatbenore likely to tell this
extraordinary thing to their friends. They enjoyashg these extraordinary

experiences. As a conclusion companies who warmtyethie positive effects of
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word of mouth should give customers something tlo about and CRM gives it

to them.

3.6. CRM AND PERMISSION MARKETING

As companies begin to increase their marketing budg a way of
attracting customers’ attention, number of campaipas increased too. As a
result of that the tools like direct-marketing; edit mail, e-mail, promotions,
events and other customer touch points and indireerketing; such as
advertising in the print media or on TV and radie being used more than ever
before. For this reason customers exposed hundfatiat sort of advertisements
and other such things in a day. This phenomenaoh ¢estomer to resist these
marketing offers because of the inconvenience tbayse. Moreover these
traditional methods of mass advertising are gettimgye expensive and more
competitive though their return on investment issadisfactory.

As it is known, there are lots of advertisementsrkating campaigns,
promotions and discount offers which are totallyelgvant with customers’
demands, needs or wants. CRM has become the solatioremove this
inconvenience, because relevance is vital in mengedolicy and that is one of
the most important outputs of a powerful CRM. Ismmers are not interested in
the offer it doesn’t matter through which channeimpanies conduct their
customers, it may offset the reduced defectiorsregsulted from right targeting.

That kind of wrong selection by the marketers dagsagompanies by

wasting their resources and disturbing customessG#eenberg (2000, P. 105)
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states,“There is actually a name for this kind of markgtirone that seems
obvious. It is called interruption marketing.”

Bell (1994, P. 7) also points out that fact byisg that, “Not all
customers want to participate in close relatiormsn& customers enjoy as degree
of mystery, privacy, and aloofness. As the relaicsecome more intense and
intimate, they flinch and move on to another servielationship with exit
language that says “They knew us too well... Wee eestdme breathing room.”

In order to avoid negative effects of interruptimarketing a new notion
emerged. That is Permission Marketing. Permissioarkieting asks for
customers’ permission to “speak” with them abasipitoduct.

Greenberg (2000, P. 105) identifies it as “datinghwustomers” and
defines it as a five-step process.

1. Offer the prospect an incentive to volunteer toeree e-mail or other
marketing media.

2. Using the attention offered by the prospect, o#iecurriculum over time,
teaching the consumer about product or service

3. Reinforce the incentive to guarantee that the mcspmaintains the
permission.

4. Offer additional incentives to get even more pesiois from the consumer.

5. Over time, leverage the permission to change coasumehavior toward
profits.

Putting it in customer terms, with permission méarigcustomers will say
“Ill tell you what | am interested in so you carake me the right offer” rather

than “You try to get information from me and withid information you will
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bother me by calling me or with any other way yal wontinually disturb me”.
So companies should inform customers about thgt dhe gathering information
from them to increase their convenience rather thonvenience. Many
companies started to convert this interruption rmetnk into permission
marketing. For instance a company in Japan givaes-dalls to their customers if
they listen to a 30-second advertisement every tirag use the phone.

Since activities related with customer databasesrareasingly becoming
the issues of privacy and ethics in CRM literatyréyacy and ethics will seem to
be an essential issue in future. As Vavra (19921 )Roints out, “The issue is one
of the direct confrontations between freedom obiinfation versus the right to
privacy.” The problem at the heart of debate is not the éyamt level of detall
of the data. The concern is on the broad markeiladidty. More clearly a
company that keeps a customer’s record may notebdbat customer to some
extend but if he knows that his personal data isght and sold between
companies that would be irritating.

Some people suggests that permission is the kgyritacy and ethic
issues in CRM and they argue for permission badelll.CAccording to this idea
even if personal data was shared between diffgrarties that would not be
frustrating for customers who aware of this facteOhere there may be still
conflicts because a customer may not aware of itheofithe company and how
personal information is used by the company evahefcustomer is aware that
his or her information is being shared among déiférparties. So this point also

needs to be cleaned up. Companies should keemfthisir minds because if they
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use unauthorized information to capture new custsntigat may cause losing

their goodwill.

3.7.PRM AND EFFICIENT CHANNEL MANAGEMENT

Actually business strategies can be expanded eagijyst changing the
first letter of CRM. So it becomes XRM. For instanit may be SRM, student
relationship management, for a manager at a untiyefnd in the same manner
by replacing “X” with partner an important notiomerges, which is Partner
Relationships Management.

As the name imply, partner relationship managertleRM) is a business
strategy to select and manage partners to optithize long-term value to an
enterprise. In effect, it means picking the righrtpers, working with them to
help them be successful in dealing with mutual @ustrs, and ensuring that
partners and the ultimate end customers are satisind successf@Greenberg,
2001, P. 149).

Actually PRM is just a subset of CRM. When it i©perly implemented
PRM makes it easy to identify suppliers and makgsossible to evaluate the
alternatives more easily. Apart from this, PRM igesty powerful tool to manage
suppliers, ordering processes, tracking logistias @l other interactions with the
suppliers. The key point or initiator of PRM is tlelacompany can’t simply meet
the needs of end-users. In order to do so, compahieuld view all supply chain

as their customer and should meet their demand too.
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Today PRM is more important than ever before bexaugpply chains
used to be generally product centric and pushegfyatvas dominant. But now its
focus shifted from product into customer focus.cBstomers are now capable of
pull the goods and services based on their inténeself-service transactions. In
this new context, partner relationship managemsntore important because
partners take on new responsibility, which is catiohg the messages from
customers to companies. For this reason compahaddspay more attention to
their partners than ever before.

Besides these new roles partners have taken ore sorhof new partners
have emerged. Greenberg (2000, P. 152) names timdloehicers”. Integrators,
consultants, and industry analysts are good examplethem. But since the
purchase is made direct, the role of the influengdridden, so smart companies
should not take them for granted in PRM becausdibgi relationships with
them is essential.

Once companies select their partners to work widgntthey should set
performance objectives and evaluate them on tlefopnance. Partners who fall
behind the critical level of performance must bepired and others must be
rewarded and should be retained. As it can be spariner relationship
management is similar to customer relationship meament in many ways. If
partners are seen as internal customers thenwhiéfee no need to differentiate
PRM as a new notion. In fact PRM is a part of CRM anust be integrated into
CRM application.

Emergence of Partner relationship management hasigbt some

discussions with itself. One of the most importarftthem is “sharing of
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customers’ information” among the partners of godyphain because technology
have made it possible for the companies and thaimers to share customers’
information very easily and quickly. So companikseidd share their information
with their partners to some extent, which depemdmfindustry to industry, in

supply-chain and make them available to customemsedl. This leads customers
to affect the structure of supply chain. For tleason the new structure will be
more flexible one.

Better aligning products and services to customeeds and then
providing customers easy access to those produadtservices through efficient
channels of distribution are very essential. Thadkt alow companies to target
and adjust the channels to the specific needs efntbst important customer
segments of the organization.

The organization has information about the chareties, service, price
and such of their product, which has to be comnatatt to the customer. The
channels do this by virtue of their large interfagéh the market (Brown, 2000,
P. 129-132)

Since CRM gives companies necessary informatioutabestomers and
their wants, it is normal that there will be feweonflicts within channels
supported by CRM than others. For instance a quatiiduct either sold through
a discount retailer or to low-income groups of geapould not be compatible. If
a company has a well implemented CRM system, tiad kf thing happens
rarely.

CRM not only helps efficient channel management bigo helps

optimization in marketing.Optimization is deployed already in production.
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Especially with the quality and control systemssitpossible to decrease the
defection rate and costs in production. It is kndhait a defected product which
is detected and taken out of the process can daecampany 150 times
additional cost if it is detected by the custonfezrasold.

When it comes to marketing, it has not been passtol mention
optimization in marketing until recently becausetimpzation is applied to
problems where there is a well- defined measureswdcess. Today CRM
equipped with new technologies makes optimizatiasiex than ever before.
Since it gets its power mostly from data, CRM p#we way for optimization in
marketing. But it is still applicable just to welkfined problems. For instance
customization can be measured from the response rat

“Optimization is used on small islands of applioag within marketing,
but the function of marketing is still viewed as n@a@rt than science. Customer
relationship management is an attempt to bring seanence to the marketing
function.” (Berson, Smith, and Thearling, 19993B8).

The cleaner the way of marketing, the more chamgepanies have to
optimize it. If companies use many marketing tablill be harder to measure
sole results of an action. The more complex mamgetunctions, the harder to
measure it. The old saying, “I know | am wastindf loh my advertising budget,
but | just don’t know which half “shows that measgr performance and

optimization is not an easy task for marketing etcetay.
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3.8. PRINCIPLES OF CRM SUCCESS

The discipline of customer relationship managensepbung yet evolving
rapidly. These guidelines will give a company tiglht CRM focus, and even

generate revenue and profits (Pedraza, 2000):

f_

Become flexible, adaptable and sustainable.

+« Maintain an unrelenting focus on creating custowadne. CRM demands a
design of economic model that is completely custoreatric.

+ Understand the power and limits of technology. Bomwst efforts on what is
done with the technology to add value to customers.

+ Reverse customer priorities. CRM should focus tiragany's efforts on
retaining today's best customers, deepening ta@areship by cross-selling
and up-selling products they need, understanding tiva valuable customers
are, then working to acquire more like them.

+ Invest in the customer experience. It is the onbtanable determinant of the
brand value.

+ Clean, relevant, accurate and timely data is thet jod entry. The right data
need to be collected, cleaned, analyzed and alailalsplit seconds.

+ Develop powerful, in-house analytic skills. Insteddieveloping products

and channels and then seeking buyers, first firmgleewith needs and then

create products for them.
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Integrate marketing into the entire business. Maiiseare uniquely qualified
to lead their organizations into the CRM businessieh, but their role must
be redefined as one of creating customer valueahtime.

Emphasize customer interaction and dialogue.

Run business in real time. CRM is essentially alitylbo adapt products and
services in real time in response to customer ddsgrarticularly on the
Internet.

Institute the core fundamentals, and then scal®upd CRM in small
profitable "chunks" that work and evolve rapidly.

Foster employee creativity and innovation. Attigietat talent and enhance

their data management, analytical and value-crgatuils above all else.
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CHAPTER 4

DATA WAREHOUSE AND PROCESSING OF DATA IN CRM

“To fight competition, knowing what's on the custim mind is the most
important thing we can do.”
Richard E. Heckert, Chairman, Do Pont

The relations between companies and their customrersvolving into
much more closer and care based stage. Companies, kwow well the
importance of their customers and how critical Stto retain their existing
customers, treat them like their babies. The waaby” is intentionally used here
because the level of care they need is extremai just like customers. In
addition to this there is another thing that a coer alike a baby is that they
generally don't tell directly their inconveniencéhey just give some sort of
symptoms or reactions about the satisfaction le8el.companies must try to
understand what they are trying to tell. Sometirtes situation can be worse.
They don’t tell anything about their satisfactiewél and don’t give any reactions
as well. In that case they must be enforced te stetir ideas about the perceived
level of service quality they get from. It is essio be said than to be done. But

these are all possible with the level of technolagyhave.
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Technology made it possible for companies to reca@mne sort of
patterns within customer data and gave them poweunalerstanding their
customers’ wants and needs and reasons of inceness if there exist. As
Kotler (1999) has foreseen, CRM will gain high imjamce by stating that “One
key use of the computer is to manage the prospectastomer database”

In order to utilize data efficiently and effectiyedompanies should follow
the business process given below. As it can be lselemv there are two important
activities to meet customers demand. The first isndata warehouse and the
second one is data mining. Now let's look at théadmarehouse activity more

closely.

A

Data Warehouse

Data Mining

Predictive Model

Customer

Scoring Reaction

Targeted customers

Action

Customer

Y

Figure 6: A Broader View of Where Data Mining FitsInto
The Complete Business Process

Source: Berson, Smith, and Thearling (1999, P. 210)
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4.1. IMPORTANCE OF DATA WAREHOUSE

Internet portal Yahoo! records every click made byery visitor,
accumulating some 400 billion bytes of data per-daghe equivalent of 800,000
books (Davenport, Harris, and Kohli, 2001).

The conventional focus of using computer technolegs to increase
efficiency in production processes. For this reas@amy companies implemented
some sort of Enterprise Resource Planning (ERPuaead software and hardware
related with them. At the end however return orestinents (ROI) were not as
high as expected because implementation of thegefE&esses was challenging
and requiring too much investment. Furthermorertbguctures were inflexible.
Now there is an evolution into CRM focus in compgtiechnology. As a part of
CRM, data warehousing needs the attention of compawho wants to
implement CRM because it is prerequisite of dataimgiand CRM as well.

A data warehouse is a subject oriented, integrataue-variant,
nonvolatile collection of data in support of managat decisions. In other words,
as Berson, Smith and Thearling (1999, P. 26) stamesheir books, a
datawarehouse is “The synthesis of the data imtoraolatile, integrated, subject
oriented database with a metadata ‘catalog’.”

Main driver of data warehouses as a business sablei improvements in
computer technology. Computer technology has e&peed significant

improvements in both storage capacity and in seasts. The typical costs for
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maintaining a customer record in computer file fedm $10 in 1977 to less than
a penny by 1990. These improvements in the compndestry provided exactly
what the marketers need to keep track of her cus®mnCurrent and future
computer developments, when directed at maintaisiggomer databases, will
do for marketing what the steam engine did for nfecturing (Vavra, 1992, P.

28).

In many sectors companies have begun to establisfileg of their
customers and many companies have found creatiys wagather information
about their customers. For example a company heslajged a creative solution
to the problem through its "Eat and Earn" prograhenre children find a 15-digit
code inside cereal boxes and then go to the congpalgb site, enter some
personal information, and become eligible for ftegs (Winer, 2001). However
some companies started to gather all the data diegar of relevance and
importance for decision making. The important thinglata-warehouse is not to
create huge data mountains that are useless. @dtata must be as relevant as
possible with our company goals. At this point camps should be aware that
data warehousing and data mining has a dual relanaol they feed themselves in
the process. It means that when data mining stargs/es some sort of insights
and clues and this makes companies selective whideng new data into data
warehouse.

Today most of the companies understood that databstsould be based
on customers rather than products. For instancairlme industry companies

recognized the benefits of establishing databasdate warehouses based on
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customers’ behaviors, values and attitudes to é&xjpejuent flyers more and to
save wasted money spent on campaigns or incenéxgsted wrong peoples.

Data warehouses obviously provide enterprises meitentation then
conventional marketing. Companies who utilize waretes will most likely
perform better in advertising, direct marketindicgé#nt and effective promotions
etc. So the question arises. How?

A sales event may answer the question above. fhgkample, a sales
person works for a PVC Windows producer. He goesre of his customers’
home to take the measurements of his windows awngdsdo give him a price
offer. After a while the sales person recognizes the decision maker is not the
man, who has talked with by phone. He realizestti@tecision maker was wife
of the man. He convinces her and closes the dedill tis point everything is
normal but what if this couple has been alreadydh&tomers of the company
where that sales person works and the sales péwsmn about them? Sales
person most likely would have sold them the prosluicta shorter time period.
Because if he has had a data warehouse beforethe gwere, he would have
relative information and close the deal earlierw#i a powerful data warehouse,
companies can make their operations and salestedimnore productive.

Different from data mining which is carried out farning previously
unknown facts about customers’ behaviors and d#guy answering specific
questions and forecast what future will bring takes data warehouses generally
considered as an answer to the question that “Wasitbeen going on”. It gives
the first impression about customers. Data minimg tke other hand equip

companies to make good predictions.
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Moreover with the help of data warehouses compaeassly measure
their performance. For instance, the exact resiilteass advertising published in
a newspaper can not be measured even though thieenwhnewspaper sold is
known. Because it can not be known who buys thesespapers personally. If it
was possible companies still could have not meathmesole effect of these
efforts because the result is composed of diffefaotors different from each
others. But in CRM which is based on data warehgosgormance can be tested
because it is relationship marketing and it is atmme-to-one marketing.

Flexibility is another output of a well constructddta warehouse because
with enough data as it has been mentioned abasgdssible to know customers
one by one and as a result of this marketing cagngacan be tailored and since
the changes in customers’ behaviors are seen fs ghitheir wants, companies
will be always up-to-date with them. This gives tportunity to customize any
interaction with a customer based on his or hefepeaces, which is called
personalization. All of these will naturally makenspanies flexible with their
customers.

“The marketers of the future will reestablish “peral” relationships with
customers through detailed, interactive databathks. challenge is to quickly
establish the required databases, and then to ra¢hem to restore personal
relationships in marketing.” (Vavra, 1992, P. 27)

As the name implies date warehouse is a place vihereperational data
stored. But this is not enough. Data warehousingoisjust gathering data and
storing it. The data needs to be transformed hygusitering, summarization and

other transformation methods into a structure wltke&a mining activity can be
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carried out. These warehousing processes shortentitiee of mining and
eliminate the complexity of the data stored in dedéaehouses.

There are three steps in data warehousing. TheseSaunrcing stage,
Cleanup stage, and transformation stage (Vavra?,19974)

Data need to be sourcedThere are mainly two types of information.
They are primary and secondary information. First means, getting data from
internal resources and creating information basedhem. Second one means,
using ready to use information, which is prepargdsbmeone else. Since it is
obvious it will not be expanded on secondary infation. In order to create
primary information companies must find ways toled as much and relevant
information as possible. What has Nintendo (A vidame company) achieved is
a good example of this data collecting process.

Nintendo offered to its customers “Nintendo funkfluwhich included a
membership card and a bimonthly magazine, NinteRdwer. The magazine
began as a newsletter. But as circulation reaciedntillion, Arakawa, who is
chairman of Nintendo and his director of markethmye taken a bold step to
control costs. They began to sell subscriptionsrioenhanced version of the
newsletter. Much to the delight of Nintendo, a $abgal proposition of its free
circulation converted to subscribers of the$15ar yeagazine. By 1990 Nintendo
Power had developed a circulation approaching #amd, and the company had
captured 6 million names for its database. (Val®®2, P. 76)

Failure of many companies usually comes from notutly utilize data
source points. Even if they utilize all the toybints some of them still far away

of integration of these sources and fail to makanthup-to-date. This type of
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failure leads to conflicts and chaos in decisionkimg process. There is an
example of that in finance industry.

A customer whose salary is 100$, withdraws hisesrdalary deposited to
his or her bank account using current account dast of every month. That
customer deposits 55$ for the credit card experalito the same account using
the credit card account of the same branch ofdéh@esbank on fifth day of every
month. Since these two systems are examined indepdy from each other
from the current account of view it seems that ¢hetomer withdraws all his
salary on the last day of each mount and spendwvest all of his or her money
and differently from the credit card account ofwié seems that the customer
spends high amount of his or her salary and payb@skmoney properly (guz
C. Gel, 2003, P. 4).

Important point in this example is that if the tegstems could be viewed
together then it would be possible to make somedqoredictions based on the
customer behavior and perhaps it would be possibleeep this 55$ which is
withdrawn and paid back after 5 days.

Cleanup: With this process enterprises should remove urssacg data
and make adjustments through scanning, and stamdattte definitions of the
data. Additionally through cleanup companies mang fof missing values and
make predictions to put necessary values into thea. For instance high income
customers living in the suburbs will probably shiogpless frequently and buying
more at shopping comparing to typical customer fhimgs that can be adjusted

are given below;
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4+ Address and Zip code corrections: For example agdamrier route codes.

+ Titling: Appropriate title is important; Mr. Mrs. ® Etc.

+ Time management: Adjusting time points. For instatie receiving time of a
mail or e-mail.

4+ Language standardization: All data, which is writia different languages,

may be translated into one.

Transformation Stage: After sourcing and cleanup processes companies
need to transform this data into meaningful infaiora like “When was the
customer’s last purchase made?” or “How often dbhescustomer purchase?” or
“How much money has the customer spent over a fsp@@eriod of time?” by
using some sort of techniques like summarizaticenging structure and so on.
By doing this decision making process can be acateld.

At the heart of the warehousing there is the pwmdgproviding necessary
and relevant information to decision makers. Faos tkason data selection and
data processing must not be taken for grantedntdérprises ignore this process
then they waste much more time spent on data BimgesMoreover if the
relevance of data is not at a satisfying level ttie: probability of giving right
decisions will decrease.

Apart from these data processing stages themaather tool which helps
managers to understand general situation. Thaisisgahzation. By the help of
visualization managers or in general decision nmakan easily recognize the

important patterns of data and make decisions baged them. With the help of

59



visualization decision makers who are not equippetl with deeply statistical

knowledge can even make decisions based uponishialized data.

Some terms, which are related to the data warehowese put below.

4+ Current Detail Data: Data that is acquired diredilgm the operational
databases, and often represents an entire engerpris

+ Old Detail Data: Represents aged current detaé a@atthe history of the
subject areas; this data is what makes trend asadgssible.

+ Data Mart: An implementation of the data warehowdeggre its data scope is
somewhat limited compared to the enterprise-wida darehouse.

+ Summarized Data: Data that is aggregated alonglittes required for
executive-level reporting, trend analysis, and mmise-wide decision
making.

4+ Drill-Down: The ability of a knowledge worker to ferm business analysis
in a top-down fashion, traversing the summarizatievels from highly
summarized data to the underlying current or okaitld=or example if highly
summarized geographical sales data indicate a tieduo sales volumes in
North America, an analyst can drill down into thats.

+ Metadata: Metadata is data about data. It conthm$ocation and description
of warehouse system components; the names defigitietc. (Berson,

Stephen, and Thearling, 1999, P. 31).
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4.2. DATA MINING

It is a well known fact that companies are expajiieg a fast changing
environment and also almost everybody knows thtgrprises who adapt to this
changing environment will survive and the othersstriiixely will die. There is a
tool, which has been either not discovered or oiatly utilized. That is the power
of the data. But the data itself doesn't make sevif®ut exploitation. In other
words, as Davenport, Harris, and Kohli (2001) st@empanies may know more
about their customers, but most of them don't kilesvcustomers themselves or
how to attract new onesFor that reason those who utilize this power wheh
come from several internal and external sourcebsuilvive and others will be
out of business.

It is a well known fact that a customer databasees@ company from a
reactive to a proactive context in business buydidhye and Gerry (2002) point
out that “Examining and analyzing the data can ttaw data into valuable
information about customer's needs. By predictingt@mer needs in advance,
businesses can then market the right productsetaigint segments at the right
time through the right delivery channels.”

An analogy can be made between functioning of hulmamn and the
functioning of data mining. Brains of human-beirgs/e very much information
come from past experiences. When we come acrossind where we make
decisions our brains scan for an event which islairthe event we are currently
experiencing. If it finds a similar situation wenoa across before, it takes it into

consideration during decision making process. himan brains data mining can
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be seen as a scanning tool which scans througtetiieand past transactions data.
In other words data mining is designed to find masicess and failures and take
lessons from them. More importantly data mininggapve companies the ability
to predict what will happen next based on the magteriences. That wisdom
makes data mining an invaluable step through custeeiationship management
because if the responses or behaviors of customers known formerly then
necessary precautions could have been taken to te&mn in hand.

Customer satisfaction can also be improved througbre effective
marketing by the help of data mining. Companieslorger have to wait for
customers to contact with them. Because worlds etamdxperiences an
informational age, and one of the main source @drimation is data then it is
useful to leverage this data by transforming itoinhformation because
information is one of the most important weapon®atay’s marketing war. With
accurate and up-to-date information, managers altergood business decisions
and create well strategies based on this informatio

As Berson, Smith, and Thearling (1999, Prefacefestave can define
information as that which resolves uncertainty. \8&n further say that the
decision-making is the progressive resolution ofestainty and is a key to a
purposeful behavior by any mechanism (or organisim).general, the current
business market dynamics make it abundantly cleaariy company information
is the key to its very survival.

In order to understand how data mining helps thleviang example was
given. Assume that 75 percent of a particular comgjgacustomers are female. Is

it worth something? May be no. What if 75 percehalb customers are married

62



and 90 percent of married couples have one or robildren. Companies can
continue to define customers with these percentagést is obvious that some of
these ratios will be surprising and quite valugBleere is something here, which
is very critical. Data mining gives companies geilgr some patterns that
companies were not aware of. This feature makesrdating a valuable process).
These are just about percentages. Moreover themmach more data that may be
useful like data about customers’ purchasing bemravand their transactional
data. In addition to these different sources oaddahat if that particular company
has thousands of customers. How can that compangfitse from this huge
amount of data? By using data mining techniquestaold this mass data can be
easily leveraged.

So how can a particular company leverage this dath use it for the
purpose of the CRM. The answer is data minibgta mining describes a
collection of techniques that aim to find usefult lundiscovered patterns in
collected data (Berson, Smith, and Thearling, 1896face).

Data mining gives a company the wisdom of decismaking when it is
used to address some strategic business objectivasist not be carried out for
its own sake. But it does not necessarily meandbatpanies should close their
eyes to the findings that show them something @sterg apart from their
targeted objectives while they are mining. The paianted to be stressed here is
that without a general objective just mining f& dwn sake will be most likely
wasting time and money.

Companies implementing CRM without good data minagplications,

waste their money. Some companies use CRM jusbdosfon their profitable
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customers and they treat all profitable customes $ame way. That means these
companies are using data mining partially. If thene promotions are sent to all
profitable customers and if some of them are inggasto this promotion then
this means that some of promotion budget wasteduseccustomers, who are
insensitive to promotion might be retain withoubmmiotions they received. So
companies must have found those, whose propemsiiiurn are higher than the
others among their profitable customers. After wogl data mining deeply
enough companies could use their findings as aut impthe process of decision
making and would have decided to send this promadiotheir customers with
propensity to churn. The key point in this procésskeeping customers at
minimum cost. As Berson, Smith, and Thearling (19997) emphasize in their
book,“Companies should give their customers what thexcéy need.”

From the example above something can be inferrduchwis very
important. When it is used properly data miningpsetompanies achieve their
goals of customer retention because with good é&splon of data mining
companies can determine customers who has propéosibhurn and may prepare
a marketing campaign tailored to them to convirl@t stay with them. So data
mining firstly helps segmentation and customer smgation makes custom-
tailored marketing possible. The following exampiakes the issue more clear.

A customer of an airline business sits in his placd recognizes that the
magazines in his sit pocket are the ones he waddd read. What a satisfaction
level that company achieves. If companies knowr thigstomers’ interests then

they can tailor their services according to theistomers’ wants and this is only
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possible with the use of data mining process. Thienate destination in this
process is one-to-one marketing.

There is another aspect that can be attributabldata mining. That is
fraud detection. When companies control all ofitffermation of their customers
it will be very useful for fraud detection. For exple the double accounts, which
belongs to the same customer whose intention s déalvantage of a promotion
provided two times, can be detected. Many orgaiozgatengage in data mining in
order to do the followings:

Discover Knowledge: The goal of knowledge discovery is to determine
explicit hidden relationships, patterns, or comielss from data stored in an
enterprise’s database. Segmentation, classificatan be done based on
discovered data.

Visualize Data: Analysts must make sense out of huge amount of
information stored in corporate databases. Prioartg analysis, the goal is to
“humanize” the mass of data they must deal withfardla clever way to display
the data.

Correct Data: While consolidating massive databases, many eigesp
find that the data is not complete, and invarialhntains erroneous and
contradictory information. Data mining techniques) delp identify and correct
problems in the most consistent way possible (Ber&mith, and Thearling,
1999, P.34).

In general, data mining is carried out for learnprgviously unknown
facts about customers’ behaviors and attitudesyesg specific questions and

forecast what future will bring to market. So dataing is not just a process of
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finding patterns that reflect their customers’ beba It takes its power and

wisdom from capability to build predictive as oppdsto reactive approach to
their customers. Well implemented data mining pssaaust predict the reactions
of customers to a marketing campaign. From thisesee an important question
arises. What if future behavior of customers wagljgted in a wrong way? Then
there would be 2 options. First one is neglectimgwrong prediction and making
another one. The second and right one is havirgpihssfrom wrong prediction

and trying to understand the reasons behind ofAfter analyzing reasons

necessary adjustments should be done in prediotmatel. This is called “closed

loop” in CRM literature. It is a control mechanidimat navigates data mining
process into right way.

In order to set up data mining application a conypstmould go trough a
program. This program may compose of these stages:

Appropriateness: Data miningcan be verexpensive. For this reason it is
done not for the sake of the name of it. Firstlbftanust be in conjunction with
vision, mission statements and the business acpkaticompany in.

Readiness:As it has been mentioned at the beginning, compasheuld
check their readiness level in terms of peopleesysinfrastructure, etc.

Problem Description: Companies should decide on the problem focus. It
may be used to find a solution to specific problemt may be used to analyze
and to find a problem. So unknowing the problem rbaythe problem itself.
Companies should define the problem because aogptdi problem definition

the requirements of system or other part of datamgimay vary.
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Determining the responsibilities: At this stage companies should decide
whether to implement the whole process by themseaiwenot. If they outsource
the whole responsibility or a part of it, they netd determine strictly the
responsibilities of each party.

Data warehousing:It was mentioned above in details.

Training : Naturally before implementation, training is asnaspecially if
employees are strange to that kind of activities.

Trial and Error: Although it is highly important this stage geneyall
overlooked and ignorance of it generally costs toch. “This may cause
garbage in garbage out”. That means if input isapgropriate then outputs will
not be appropriate too. For this reason at thigestéhole process must be tested.

Run and Check the ResultsRun the data mining and continually check
the results and find new requirements to integnatie the system. Additionally
guality assurance should not be overlooked atstiaige.

Apart from the stages mentioned above, since datangntechniques
deals with discovery and learning, it can also iveddd into three major learning
modes: Supervised, unsupervised, and reinforceleamnting.

Supervised Learning: It involves a training phase during which a histor
training data whose characteristics map to knowttames are fed to the data
mining algorithm. This process trains the algorittemecognize key variables and
values that will later become the basis for malpnedictions when scanning new

data.
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Unsupervised Learning: It does not involve a training phase. It instead
depends on the use of algorithms that detect kb npes.

Reinforcement Learning: Although used less frequently than the other
methods today, it has applications in optimizatiwer time and adaptive control.
Because the reinforcement model does not provigeeidiate corrective actions,
it can be used to solve some very difficult timgeledent problems (Berson,
Smith, and Thearling, 1999, P.34).

Under the light of what mentioned about data mirsbgve until now, a
guestion may arise. What is the difference betwdsia mining and statistics?
Actually this is not an easy question to answetaDaining includes statistics and
it is more than statistics. According to Berson,jt8pand Thearling (1999, P. 97),
the main difference is that the data mining is niéame used by end-user not the
statistician.

Data mining effectively automates the statistiqalcess, thereby relieving
some of the burden from the end user. This resulgstool that is easier to use.
So it can be said that data mining makes it easybisiness and marketing
professionals to utilize the power of statistics A result of this the lack of
connections between statisticians and manager¢essethan before. Managers

take advantage of all the opportunities that didexist before.
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CHAPTER 5

CUSTOMER RETENTION AND LOYALTY

Customer retention plays an important role in CRBame statistics given

below proves that.

+ 65 Percent of the average company’ business camesifs present, satisfied
customers.

+ It costs five times as much to acquire a new custoas it costs to serve an
existing customer.

+ A business which each day for one year loses oa®@er who customarily
spends 50%/week will suffer a sales decline of @1,@00 the next year.

+ 91 percent of unhappy customers will never agaig tom a company
dissatisfying them, and will communicate their disffaction to at least nine

other people (Vavra, 1992, P. 13).

The last statistic above tells something whichasegally ignored though
its importance. That is negative word-of-mouth o$sdtisfied and defected
customers. The issue can be more dangerous iftidigsé customer is a person

whose voice effective among vast majority of pasrmustomers. Consider that a
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receptionist have treated a customer very rudecanttin’t meet that particular

customer’s wills. What would happen if that customas a journalist who writes

on a well-known journal? That would be obviousldiaaster for that hotel. It

means that if a company looses even one such cestiit particular company

must face up with the reality that it may loose muotore money than it appears
and also it may loose its prestige because of negatiblicity.

The statistics above show that existing customer®hviously invaluable
to companies and companies are also vulnerabléuming of their customers.
Additionally some sectors are even more vulnerailechurning of their
customers than others. For instance renewals afanse policies are very vital
for an insurance company. Since insurance compapiesd much more money
(Marketing, selling, agent commissions etc.) fgptaang new customers than in
many other sectors, churning of a new customer sleage amount of losses.

Under the light of these statistics it can be s$had structure of marketing
has changed. Companies have begun to establishdeapartments apart from
marketing department like “service department”,rhpdaint departments” and so
forth. Because transaction marketing is part odrgdr idea, that of relationship
marketing, smart marketers try to build up long¥tertrusting, “win-win”
relationships with customers, distributors, dealarsl suppliers (Vavra, 1992, P.
13-14).

In order to create sustainable relations a newondtias been placed in
CRM concept. That is Customer loyalty. It tells howch customers buy from a
particular company and how long they stay with tthpany. The longer and the

more often they buy from a company the more lagatustomers will be.
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Customer loyalty has two important part associatgth it. One is
customer retention and the other is total shareustomer called wallet share of
customers’. Customer retention rate is the pergentd customers who have met
a specified number of repurchases over a finiteogef time (Griffin, 1995). It is
important to understand that the customer retentio@s not mean necessarily
customer loyalty. A particular customer may buy @®or service one a year and
the same customer may buy from other goods thateckwith the same product,
may be a complimentary good, from a competitorw®at it means that if total
share of that particular customer is just 20 pdrdgan it be said that a company
who has got many of that kind of customers has keghl of loyalty and don’t
have a loyalty problem? So even if companies reddlithe customers that they
have sold goods or services, the loyalty problem stidl exist.

Share of customer means the percentage of a pgartmustomer’s budget
which can be spent for the products or services ghaompany can provide.
Firms’ willingness to increase their customer shawmth themselves have
increased a lot recently. Companies in Turkey Abpee taken steps towards this
orientation recently. That trend can be seen ewdrgre nowadays. Just like in a
commercial saying “the more you increase your shatfe us the better and more
service you get from us”. By enforcing customergtoease their wallet of share
with the company, companies target two things. @n@® weaken competitors’
market share and the other is to increase depenaémccustomer to the firm. By

doing this they finally achieve higher loyalty rate
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5.1. REASONS TO APPRECIATE CUSTOMER LOYALTY

Recently higher customer loyalty rate is put in pames mission
statements more frequently. The reasons or drivietisis orientation were given
below.

Increased loyalty can bring cost savings to a compaat least six areas

Reduced marketing costs (customer acquisition cegtsre more dollars)
Lower transaction costs, such as contract negatignd order processing
Reduced customer turnover expenses (fewer lostimess to replace)

*
-
-
+ Increased cross-selling success, leading to |atgge of customer
+ More positive word of mouth

*

Reduced failure costs (Reduction in rework, wagahims, etc.)

In general increased customer loyalty leads todriginofitability, higher
employee retention, and a more stable financia b@&riffin, 1995, P. 11)

Customer loyalty is very critical because custonagesshort in supply and
their churning rates are very high. Moreover thegkr customers are kept with
the more profitable they are because initial cdstscapture them decrease
gradually when time passes. For this reason evafl pgrcentages improvement
in customer loyalty can increase customer profiitgan incredible amounts.

If a particular company has high customer loya#iterthis means that it
has loyal clients. Their retaining costs are Iésstcapturing new customers. In

other words they are more profitable. In additionhis, loyal customers or clients
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gradually turns into advocates and promote prodastsservices free of charge.
Once a customer is loyal then even when he ortsips uying it is easier to win
back them because they are used to their compamagsof servicing and know
procedures better. They don’t want to learn difiérrocedures and don’'t want to
spend time for it especially in some sort of tratisas that needs to be examined
carefully. For instance if a customer uses a crediitt he or she knows all the
conditions of using that card. If he or she changmscredit card then new
conditions and rules related to this specific dredird must be learnt.

Companies should be careful about the aim of lgyladicause although it
seems good, the aim of loyalty campaigns is nohaée all customers loyal, but
rather to improve the loyalty of those customersintikely to respond (Foss and
Stone, 2001, P. 485). Otherwise if companies trgite everything to everybody
then they will most likely face up with decreaseygdlty rates. That principle lies
at the heart of the customer loyalty strategy aR#iGs well.

Another reason to appreciate customer loyaltyas ithacts as a grantor of
repeat purchasing. As it is mentioned before taglagustomers are more
demanding and less tolerant. Although they aresfgadi, many customers are
defecting without a hesitation in today’s marketegvironment. Hence, caring
about their satisfaction levels in order to makenthloyal is not enough. So
approaching to the problem of customer defectioa satisfaction phenomenon is
not valid anymore. A research of Harvard Businessvi®v proves that.
According to it “Between 65 and 85 percent of coses who chose a new
supplier say they were satisfied or very satisfieith their former supplier”

(Frederick, 1993)So it can be said that current satisfaction measene systems
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may not be a trustworthy way to predict repeat pase. For this reason customer

loyalty seems to play an important role to ensepeat purchases.

5.2. ACHIEVING LOYALTY GOAL

In order to make customers loyal it is importanbtold relationships with
them along with high quality service. The ability lbe flexible and adapt to the
needs of customers are essential in a loyalty-basadketing system. For this
reason it can not be reduced to just incentivesramérd programs. As Brown
(2000, P. 55) states, “True customer loyalty isated when the customer
becomes an advocate for the organization, withmeéritive.”

...we have seen firsthand the confusion that existe/den trying to buy
customer loyalty with points and discounts versamieg customer loyalty by
providing value in ways that are meaningful to theividual customer in her or
his terms. We have learned that customer loyaltyreat be bought (Greenberg,
2001, P. 117).

In fact rewarding customers for their total amowftpurchasing and
giving incentives for extra purchasing is just atiwettor but not a main reason for
long-term loyalty. But that is not to say thatstuseless because consumers are
becoming more demanding in their loyalty requireteers they gain more power.
Thus, as Schultz (2000) points out, the sellerdaser-increasing demand to add
"value" to the relationship to keep customers Batidhecause marketplace power
has shifted from producers to the customer or est-uror this reason rewarding

customers is necessary and can be consideredgteilistomers regularly that
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means being thankful for their purchasing but het $ole factor that determines
loyalty level.

There is an important factor that contributes te siccess or failure of
loyalty programs at the individual level. That miosyncratic fit, namely the
perceived relative advantage that a program previdean individual customer
(Kivetz, 2003).For this reason companies who want to achieve laghl of
loyalty should care enough about the “idiosyncraticof their deliveries.

Moreover companies who want to have loyal customaust be able to
meet and even exceed their customers’ expectatmms$ build ongoing
relationships with customers. Since loyalty is aute of powerful customer
relationships management, relationships betweennapany and its customers
must be dynamic and interactive in a way that wbea part of the relationship
changes the other part should also change to rheet changing and infinite
demands. In other words relationships must be ielast flexible. As Griffin
(1995, P.116) states that, “Being flexible or etaswith customers is very
important but that doesn’t necessarily mean talemdtecause the word tolerance
includes the meaning of superiority. Relationshigich includes superiority is a
poor one”.

Since flexible, dynamic and continually changingatienships result in
better products, services and higher level of kyyabmpanies must do their best
to achieve customer loyalty. One of the most imgdrivays to do that is offering

exceptional service to customers.
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“In order to give real service you must add someghwhich can not be
bought or measured with money”

Donald A. Adams

It is a well-known fact that all of the opportuesi should be exploited to
give customers required level of service to diffei@e from competitors. It is
however not well-known that if valuable customens given unconditional extra
level of service that they do not expect then it ereate an invaluable asset for
companies. As Bell (1994, P. 27) states in his btGlkstomers will start to feel
valued not used.”

There is an important point here, which is gengrallerlooked in loyalty
programs. Many companies invest huge amount of gndoeprovide their
customers high quality of service to retain themt Biey ignore the need for
making them aware of the extra services providedh®m. This is very critical to
achieve the goal of higher retention rate. In ofdeunderstand how companies
can inform their customers about the extra seryitesided to them, the last part
of a letter written by a company to its customsrgiven below. It is as follows:

“You probably have noticed our one-year guarantemof of our
commitment to you satisfaction. If you ever neelp loe have a question, we have
a customer service number: (718) 856-8700.” (@®riff995, P. 124)

Most of the customers who are not aware aboutxh@ eare and service
may easily defect. For this reason keeping in towth customers and telling
them what is offered as an extra service is highiycal. When companies keep

informed their customers about the service theye ghem, most of customers
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may perceive the quality of service higher tharstaxg level. It is very important
because as Griffin (1995, P. 101) points out, SIhot the quality of service that
given but the quality of service that the custopenceives that causes him to buy
and come back.”

So it can be said that when customers know what ge as an extra
service they become more loyal to their companma$ @roducts of them. But
while doing that, companies must be careful anditee. It should be perceived
by the customers as a gift rather than a debt wihittloe paid later.

It is obvious that “giver” orientation is more portd than the “give to
get” orientation to service. In other words, powegartnerships are anchored in
an attitude of generosity, a “giver” perspectivattfinds pleasure in extending the
relationship beyond just meeting a need or requergr(Bell, 1994, P. 34). These
types of extra service can be perceived as anuabée asset that keeps customers
very long time.

At this point an important misperception must bghhighted. Giving
something extra service to customers is not theesaith compensating some
failure in service. Normally the second one isp@rtceived as extra care.

What it comes down to is exceptional service attuadt so costly in long
run. Furthermore it is rarely needed and the lgyialtreates is incredible.

Another way to achieve loyalty passes through bemogctive rather than
being reactive. A company who reacts quickly whemeathing goes wrong has
been preferable until 1980s. Since 1980s such coiepanay be still acceptable
but not preferable. Preferable companies foresegtbblems before they come

out and dismiss the inconvenience in the first @ldo other words, as Nacra

77



(2000, P. 173) points out, “While many organizasia@ontinue to utilize “crisis
management” tactics, dealing with problems onlyerafh disaster occurs, a
successful company has an enterprise-wide repaotatianagement strategy in
place and a staff that is at-the-ready, buildirgdbmpany's most important asset,
corporate reputation, in real time.

Customers may leave their companies either gradoalthey may leave
suddenly. The first one can be overcome by utdjziiata mining activities. But
the second one mostly occurs in an emergency.dsetiemergencies companies
should handle the problem immediately because ithagenerally a critical
moment a customer decides whether to stay or mein E the problem can not be
solved immediately, it is important that customegeeve that their companies are
doing their best. Leaving that impression in cugshminds is an essential part
of customer retention.

Being proactive is not a complex or tough issuecompanies have
necessary tools and compatible employees. Beingcpve necessitates not
waiting for customers to contact the firm but ratheeing aggressive in
establishing a dialogue with customers prior to plaming or other reactive
solution.In this process the most constructive informatiomes from the mouth
of customers. For this reason listening to custsni®era prerequisite to foresee
what will happen next. Since a poor service expeed by few customers is a
signal for service failure in future, having solvgdickly dissatisfaction can be
stopped otherwise many customers would experiemgzeBut first it should be
known that there is dissatisfaction. So the mosy @ad accurate way to be aware

of dissatisfaction is asking customers whether they satisfied or dissatisfied
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about anything. Accordingly it can be said thatdfegcks direct from customers’
mouths are effective weapons to be proactive.

Data mining that was mentioned previously is alspy\critical over here.
For instance after carefully analyzing data what ffarticular company discovers
that sales of one of the products suddenly decréasiee first place that company
can easily understand that there is a problem whi product or service
associated with that product. Focusing on othea datated with that product
deeply it can recognize the problem and fix it lbefonost of its customers
experience the same problem.

After achieving high level of relations with custera a new sort of need
arises. That is the need to construct barriergteation. As Brown, (2000, P. 63)
states,“What you have today may be gone tomorrow, if thistemer is not
locked in or dependant.”The more loyal a customer the more barriers iukho
be built. The reason of it is that customers wteoraore loyal are more profitable.
Companies don’'t want to lose them. The most imporbarrier companies can
make use of is dependence of customers to theipaoy For instance, if a
company has been using a machine that has compietuse, learning all of its
features takes long time. Then a particular custopnebably doesn’t want to
switch another company because its machine’s siieiahay totally different.
This may be a good barrier for switching. Compaimpwecognizes that potential
barrier may differentiate its machine more fromesghas a retention strategy
because the more familiar its customers are weht¢bmpany and its service, the

more loyalty that company gains from them.
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Familiarities are also barrier to churning. Bel®9%, P. 155) in his book
explains why customers feel very good at home. Atiog to him the reason is
the predictability like knowing where the extra papowels are located. In
general he claims that it is the familiarity thaables customers to negotiate their
entire dwelling in the dark of night, without bumpased bruises. For this reason
companies should create much more familiarity vl services and products by
increasing the number of transactions and by keefiiem up-to-date with the
new services.

Another type of barrier is giving incentives. Bhist sort of barrier lasts
generally by its very nature temporally. For tresson while keeping customers
by the help of incentive barriers, additional bersimust be found to retain them
permanently when the incentive is given up. Reweydbest customers helps
protect them from competitive offers and gifts.

Moreover “Managing expectations” can be consideasda barrier to
churning because if a company fails to do this @ynncrease the expectations
more than it can deliver. Of course the more exgiggts a company creates the
more customers it can capture but this is a sleon effect. If companies don’t
balance expectations with deliveries, then in |ltgrga they will be prone to lose
most of their customers. If companies manage phpp#reir customers’
expectations then this may act as a barrier tonthgrfor them. For instance if
they direct their customers’ attentions toward atpef the product or service
that are most likely to provide satisfaction, thbase companies may achieve to
meet their level of service requirements becauseepé&on is important for

expectation management (Vavra, 1992, P.221).
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For example at Four Seasons Hotels, new front-désks wear name
badges with “trainee” under the clerk’'s name. Mamagnt finds that it
encourages guests to be less demanding and mgreirfigrof mistakes. That is a
good example of managing expectations (Bell, 1894,66).

Another barrier can be easily constructed if tHfeedence between selling
and helping people is understood. As Leboeuf (198931) states, “Selling
creates a sale. Helping people to buy createsmestoand in turn prevents them
from switching.”

Psychological barrier is also one of the most irtgodr barriers. It is
initiated by perceptions of customers with the dyaif products especially for a
brand. Sometimes it becomes so strong that a pkticustomer can not evaluate
the alternative products objectively. There mayrany ways to create this kind
of psychological barriers. One of them is constngctnembership clubs. When it
is said membership clubs of course Motorcycle Campgdarley Davidson comes
first to most of the people minds. Although thewmary reason to build this sort of
membership club is to gather information from cuostos, they also help
companies to build psychological barrier for custosn to save existing
relationships because these membership clubs dertemfeeling of possession
to company and it means loyalty in long term.

Relaxing customers is another barrier to churnkfter buying something
most of the customers become suspicious aboutigh&ess of their purchasing
decisions. Generally they show the product theyghouo their friends and
relatives and ask them whether their buying degisias right or not. Sometimes

these friends and relatives effect customers negjgtand may lead a negative
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impression about the company because of the lakkafiledge about the quality
or the feature that differentiate that product frothers. In order to prevent this
sort of situations companies may follow up thetfeale through suitable channels
and ask the satisfaction level of them with thedpid and if the customer is still
suspicious about the correctness of his or hemigugecision all doubts should be
removed. But better thing is helping the customaing) sale to buy what he or
she really wants. Leboeuf (1982, P. 32) suppodsdba by saying th&Focus on
what customers want and need, help them to buy ist@st for them, and make
them feel good about it.” By doing this companiesshen the trust of their
customers. Moreover it shouldn’t be forgotten tp thank you” after a purchase.
It will please customers more and finally creatagibr to churning.

As it is cited earlier, people maturity plays adieg role in CRM and
loyalty as well. Especially employees, who are lem front line, are very vital for
customer loyalty. It is perhaps not surprising #ae successful managers extol
the mantra “the customer comes second”, meaningwhare there is internal
focus on employees they in turn will be able toensthnd customer needs and
manage relationships effectively (Foss and Stod@l2P. 292).

Employees represent the company’s products orcgsviCustomers also
see them not only as a front line employee. Theyp glerceive them as the
company they interact. Even if the overall perfonc® of a company is good,
when these employees treat customers badly dofaneet their wants, customers
may easily switch. For this reason companies shaadstantly train their
employees and motivate them for loyalty objectivesboeuf (1982, P. 28)

supports that idea by pointing out that “When wiakhof success in business,

82



most of us think in terms of dollars, cents, statss and facts and figures. Yet all
those measures of success are determined by tlawibelof customers and the
employees who serve them”.

Training is a clear issue but how to motivate thédome managers
implement reward programs for motivating them om tbther hand some
managers argue against reward systems. They bedsisfying customers are
already in their job requirements and not to obkis tule is a reason for
dismissal. On the other hand the managers who doguewarding systems say
that if salespeople receive commissions for sellgiguldn’t service people also
receive commissions for retaining and satisfyingtomers? (Vavra, 1992, P.
245)

Another issue about employees regarding loyaltyengpowerment. It
means giving employees the authority to some extendlecision making. A
hotel manager’s saying, which may make the meaoifigmpowerment clearer, is
the following. “I tell new employees, “you can bkea rule to exceed guest
expectations as long as it is not illegal or imnh@rad as long as you have used
your best judgment in making that decision” (B&894, P. 87).

In order to make the issue more understandablexample is given as
follows. A customer of one of the well-known hotglefers generally this hotel
to stay when he travels international. He is a hglue customer in terms of his
average expenditure at each stay. Then someday Iateito reserve a room for
himself and asked the receptionist for a singlerroBut the receptionist tells him
all of the rooms were reserved. But that particelastomer answers receptionist

it is an emergency because he must prepare hismeat®ns and the closest hotel
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is 100 km away. Receptionist, who knows him veryl,weay tell him kindly that
he can do nothing for him. That would most probathlysatisfy the customer.
What if receptionist told him that “Well in normakcumstances | am not allowed
to do that but since this is an exceptional situatican give you the key for king
suit just for one night and charge you with the sarice of standard room? That
would be amazing and most probably he would betilifie customer of this
hotel.

The example given above, shows the power of empuowsr when it is
used properly. So companies, who give their em@sythe authority to settle the
problems immediately when the problem arises, wlbst likely win their
customers’ loyalty in long run.

Empowerment gives employees the freedom to shapeegures to the
needs of particular customers. Because customerssardifferent from one
another, no one set of rules is going to satisgrgwustomer. If the employees
are forced to deal with every customer with the st of rules, employees will
easily become frustrated and will pass this fraisinaalong to customers (Vavra,
1992, P. 243)

In order to make it more concrete another examplach was quoted
from the Bell's book (1994, P. 94) was given afolek. Consider that a customer
of Electricity Company wants to watch a match on G the electricity is out.
The customer is a fun of the team and she wantsekbetricity as soon as
possible. Empowered customer representative reatfme problem is less about

the electricity and more about the missing the gantethe score. Representative
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smartly tells the woman “I'll do everything | cam gget your power on quickly. In
the meantime, I'll call you every five minutes amadate you on the score.”

What if the companies set high loyalty targets awh’'t give their
employees enough authority to achieve this taffjet. most likely result will be
higher turnover among employees. Employees who watk companies who
have high level of turnover can not to be loyatheir companies and their level
of commitment to company are most likely genertdly. In these circumstances
a company can not expect their customers to beé @ause the prerequisite of
customer loyalty is employee loyalty and their catnments to the company.

Besides empowerment, companies should exploit @mployees as much
as possible by creating focus groups and gettiegllfacks from them. These
types of focus groups may alert marketers befoy@aodblem arise. The other
benefit of these employee focus groups is generadionew ideas from the
feedbacks. Because especially frontline customees @doser to the final
customers and they may reflect the needs, wantd, rmpre importantly
suggestions of their customers. Since empoweretbroess are bolder than
standard ones they probably contribute their conggamore. In order to get more
and high quality feedbacks an appropriate envirarinsould be created. Bell
(1994, P. 85) states th&tfhe organization that creates a climate of “Proble
analysis rather than blame analyses” instills tbafidence in its people to
continue appropriate risk taking. Leboeuf (1989,1B) also supports Bell's
advise by stating that “Companies should encouegployees to share their
incidents, ideas, and problems and give them plehfyositive recognition and

praise when they do.”
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Besides empowerment, monitoring frontline employaes service is also
an important issue. Because in order to keep met loyal, companies must
ensure that their employees treat well to custontews this reason just training
and giving them authority is not enough. Compasitesuld monitor and control
the real life. There are several ways to monitoath going on in real life. For
example companies may place a camera at importamispr companies may get
customers’ complaints by directing their complaiats telephone number.

Another method, which is used widely, is using “teyg shoppers /
customers”. Firms send mystery shoppers to theitoooer touch points and they
act like customers. They evaluate each employeesantetimes total service
quality of a branch. By using mystery shopping, pames are more aware of the
real life experiences of their customers. Moreadvés seen that some managers
becomes mystery shopper and visit the customerhtquuints too. These
experiences give them a real insight into undedstaof real-life situations.

A well designed mystery shopper program, with feHop training and
reward programs, can achieve up to a 20 percembwement in overall customer
service (Vavra, 1992, P. 227)

A satisfied customer may be a good reason or at &eatarting point for a
particular company to achieve its loyalty goal. Ousers can be satisfied by
meeting their needs and expectations. “Needs” akgoas and clear. When it
comes to expectations, it can be said that theyemalt of many factors which
may be product or service itself, advertising, rafi@rketing activities and
promises of the enterprises. The important poinkt he that expectations are

dynamic and prone to change overtime and CRM asa of communication
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with customers is a good guide for the companiasatogate the company to the
changing expectations.

Although companies generally acknowledge the ingmm# of customer
satisfaction most of them do not take necessapsdte motivate their customers
and to integrate the customer satisfaction aatiwiinto their organizations. But
there are exceptions like BMW and Rolls-Royce meotimpanies.

In mid 1991, BMW significantly increased the imm@orte of customer
satisfaction index (CSI) to its US dealerships bhyauncing that it would award
performance bonuses to dealerships based not @s, shut on customer
satisfaction scores (Vavra, 1992, P. 167).

On the surface it seems that customer’ satisfadgwgal is very easy to
determine. But in reality it is not. In order tovieaaccurate information about
customers at first companies need to know that had why their customers
purchase. Without this background it is impossibbe ask the appropriate
guestions to determine the exact level of satisfactAs a result of this the key
word here is talking to customers.

“Talking to customers tends to counteract the nse#ftdestructive habit
of great corporations, that of talking to themssi@rooks, 1976, P. 345).

Paul Beart, who is manager of the Quality AssurafoceRolls-Royce
Motor Cars, also highlights the importance of aetinvolvement of customers in

satisfaction studies. He describes the fundameatdls rolls-Royce Owner
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Satisfaction Programs:

+ We really care about our owners.
+ We listen to owners and learn from them.

+ We respond to owner’ ideas and needs, we reallyatel

This approach, says Paul, builds a thirst for kmealge within the
company, a desire to find out why customers feethay do (Vavra, 1992, P.

236).

5.3. LOYALTY TYPES

Griffin (1995, P. 22-23) classifies loyalty accardito relative attachments to the
products or services and purchase frequency oé thesds or services.

No Loyalty: In no loyalty stage neither purchase frequency tia
attachment to the products or services are atdhsfactory level. For instance
buying a sock does not necessitate high attachrAestck is a sock regardless of
where it is bought. Low attachment towards buyingoak combined with low

purchase frequency means an absence of loyalty.
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Purchase Frequency

High Low
Relative High Premium Loyalty Latent Loyalty
Attachment |Low Inertia Loyalty No Loyalty

Figure 7: The Four Types of Loyalty

Source: Griffin, 1995, P. 23

Inertia Loyalty: In inertia loyalty stage buyers feel to some edten
satisfaction with the company or at least no rdatatisfaction. This kind of
loyalty gives enterprises the opportunity to mdweirt customers into higher form
of loyalty. At this point differentiation may be agffective weapon to win
customers loyalty and respect. Additional featuweservices may be added to
existing products or services. For instance, adir@sser can add massage service
to its standard service. By doing so, it differatdi its services and win its
customers’ higher level of loyalty.

Latent Loyalty: If customers are satisfied with products but tley’t
buy from their company frequently that may be aoeaof a situational effect like
sharp decreases in revenues or other externalrdacdd this point companies
should look for these external factors or situaloaffects that prevent their
customers to buy from them frequently. After finglithe reasons companies can
develop a strategy or solve the problem that deese@urchasing frequency of

their customers.
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Premium Loyalty: It is very obvious. As the name implies this kioid
loyalty is the premium degree of loyalty enterpsis@ant to achieve. Both
attachments to products and purchasing frequeneyatithe satisfactory level.
Premium loyalty may be called ‘partnership’ as §&B94, P. Preface) names it.
He states thatPartnership evidence is manifest in customer conmdke ‘I

have been going there for years’ and ‘I wouldn'tagrywhere else.”

5.4. LOYALTY STAGES OF PEOPLE

People grow into loyal customers by stages as wdlch stage has
specific needs to be met by the companies. Ford¢laison recognizing each stage
is vital to treat people who buys from a particudampany or has a potential to
buy from that particular company, differently. Acdmg to Griffin (1995, P. 35),
people can be categorized as defined below:

Suspects: They include everyone who might possibly buy prdadac
service from a particular company. They are cadlespects because it is believed,
or ‘suspected’ that they might buy, but is not knosnough yet to be sure.

Prospects: A prospect is someone who has a need for a paticul
company’s product or service and has the abilityowy. Prospects know that
particular company but they still haven’t bouglairir it.

Disqualified Prospect: Disqualified prospects are those prospects about
which a particular company has learned enough tevkmhat they do not need or

do not have the ability to buy that particular camyp's products.
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First Time Customer: First-time customers are those who have
purchased from a particular company one time. Téeay be customers of that
particular company and still be customers of itsipetitors’ as well.

Repeat Customer: Repeat customers are people who have purchased
from a particular company two or more times. Thegyrhave bought the same
product twice or bought two different products @rvices on two or more
occasions.

Client: A client buys everything a particular company s#iist he or she
can possibly use. This person purchases regulBhnigt particular company has a
strong, ongoing relationship that makes its custenmevulnerable to the pull of
the competition.

Advocate: Like a client, an advocate buys everything a paldr
company sells that he or she can possibly usedditian, however, an advocate
encourages others to buy from that particular camppaAn advocate talks about
that particular company, does marketing for thatipalar company, and brings
customers.

At this stage some relationships may go beyond @abyo It is called
consumer-company (C-C) identification. Identificaticauses people to become
psychologically attached to and care about the rozgdon, which motivates
them to commit to the achievement of its goals,eexibmore voluntary effort on
its behalf, and inter-act positively and coopesmtiwith organizational members

(Bhattacharya and San, 2003).
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Inactive Customer or Client: An inactive customer is someone who was
once a customer but hasn’t bought from a partictdanpany in a period of time

longer than the normal purchase cycle.
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Figure 8: The Evolution of Customer Loyalty

Source: Griffin, 1995, P. 221

At each step follow-up process is mandatory. If ustamer becomes
inactive companies must take necessary actionggtuie them back. But more
importantly in follow-up approach companies shoblel proactive rather than
reactive. By being proactive they will have wisdtonpredict problems that will

arise and take precautions for them.

92



As it can be seen below the profit generator sysieam designed very
well and tells many things about the stages ofarusts and what to do at each

stage to have loyal customers.

Loyalty Tools
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Figure 9: The Profit Generator System

Source: Griffin, 1995, P. 36

As Griffin (1995) explains, the system starts wsthspects and these are
either qualified prospects or disqualified. Disdfiiedl prospects are thrown away
the system. The sooner they are defined the lesgeynand time companies
spend. The next step is focusing on the qualifies$pect to turn them into first-
time customers, then repeat customers, then dimhfinally advocates.

As it is obvious, when a particular company stopsing about their
customers in any stage through their profit gemeraystem they may become

inactive clients. It is possible to add another boxler the waste bin and should
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be called irrevocable garbage, because after dguaehasing cycle if companies
can not win back their customers, which are in wdsh, then they will most
likely turn into irrevocable garbage. That meanssthcustomers are totally lost.
That may prevent wasting time and money.

In fact reactivation of customers who stop buyisgone of the most
ignored sources of potential profits. When they @rerlooked they will be idle
for the enterprises and after a while they will iMdeely be lost forever. If these
idle customers can be activated a particular compamould have two
opportunities. First one is that companies wilkbliéde to stop negative publicity of
their inactive customers. In addition to this theill begin to promote their
company again. The other opportunity is that congsawould have the chance to
detect the failures associated with their serviceroduct to meet their customers’

expectations.

5.5. LOYALTY BASED MARKETING

In order to get as much as benefit from marketiotiviies companies
should be aware the loyalty stages that their coste go through. After defining
their customers’ loyalty stage they should givenittailored services according to
their types of loyalty and stages of loyalty. Fastance if companies want to turn
prospects into first-time customers, definition which was given above,
companies should give them incentives or sometbamgbe done interesting that

attract their attentions to their companies so thaty will be closer to their
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companies than any other competitors because ttserclthe prospects to a
company the more chance a company have to affect.th

For example, Renault, the automaker, sent watclisng movement in
them to 300.000 German car buyers. Along with tléctv was a note saying that
the rest of the watch could be obtained by testhalyia Renault. One-third of the
Germans took the bait. Of those 2000 bought Remnalittat was very successful
actually. (Griffin, 1995, P. 71)

Of course its success was coming fromciiiom-tailored campaigns. If
loyalty stage has not taken into consideration éhesatches would be sent to
people who were client or advocate of another cowymnd worse of it these
watches would be sent people who had already boaugiar recently and it is
certain that this campaign wouldn’'t be as succéssfithe campaign carried out
by Renault.

When companies focus on loyalty it may cause ardila with market
share strategy versus loyalty. For this reasos wdary interesting and vital to
balance loyalty strategy with the market sharetefsa Chasing incremental
customer business with steeply discounted pricelscéwsing deals through the
provision of "free" supplementary services growstomer share but wrecks a
supplier's profits and market strategy (Anderson #&tarus, 2003).For this
reason, if ultimate goal is increasing market stewanuch as possible then this
goal obviously limits customers’ loyalty because amder to attract new
customers, companies generally directs some phati®io sources to prospects to
win new customers rather than retaining existingt@mers. This weakens both

the loyalty of existing customers and the retentiate of new customers because
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to win new customers who are not loyal to any camgpanterprises provides
incentives like sales promotions, discounted pranas$ so on, to prospects. While
generating a short term improvement in sales andhe number of new

customers, lots of whom eventually leave for a cetibgr when the incentives are
given up, this strategy does not generate long tenefits to the companies. As
the figure, which is given below, shows that mdshe money is actually wasted

for attracting those customers, who are prone itchvweasily.

Company A Company B

Company C Company D

O ||nva|(‘.||§tnmnr |
O | Unloval Customel |

Figure 10: Movements of Customers According to Theiloyalty

Moreover as Griffin (1995, P: 7) states, “Misusedles promotions may

turn loyal customers into price-sensitive buyerklénce that sort of over-

promoting may be an important threat for the comgpand for an industry as
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well. But it doesn’t necessarily means that comgardoncentrate on just their
existing customers. As it has been mentioned bebad@ncing is important.
Another threat associated with the market shasdegly is increasing in
diversity of customer base. Because substantiasgaimarket share can increase
the diversity of the company’s customer base, trapany is forced to serve an
increasingly heterogeneous base of customers withmageneous set of products

and services (Vavra, 1992, P. 8).
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CHAPTER 6

IMPLEMENTATION OF CRM

“There's never been a worse time to implement CRidkpges. There's
also never been a better time” (Taschek, 2001).

Before discussing the implementation of CRM, readgin stage of
enterprises for CRM applications should be mentiohere because generally
companies, who want to implement CRM, suppose ttieyt are ready and well
equipped for CRM implementations. But the trutkhist most of them are not.

CRM is perceived by many enterprises as an eakydasarry out because
it is seen just as a pill to swallow and hoppingt thverything will be better. But
in reality that is not true. Embracing CRM with aoligtic approach,
communicating its future benefits and implementirgye not easy tasks. Failures
of many companies who have tried to apply CRM witkieir organizations
prove this. Since probability of success in implatmg CRM is less than failure
according to statistics and implementing CRM ndaage amount of money, the
guestion “Are you ready for CRM” must be answered ¢ompanies before
deciding to apply it. In fact before answering thaestion another question needs
to be answered. Is CRM for you? In order to anstlat question companies

should have a look at their processes, chann@sydmber of existing customers
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and prospects who are likely to be a company’sréuttustomers, a company’s
product assortment and so forth (See, App. 1)hédf/tare not complex enough
then Return on Investment (ROI) may not be as hgybxpected.

A match producer company most probably does noesniyn CRM.
Because the product is a commodity and the prigei®iery low. For this reason
manager of a match producer company can not extpeictcustomers to be loyal.
Even if they were, after investing huge amount @iney in CRM, would it be
worth?

According to Foss (2001, P. 449), the CRM modelkspr
+ the higher value the product
+ the more customizable it is and the more frequahtyproduct is bought
+ the more dependent the customer is on the product

+ the higher the potential for incremental revenyegalling, cross-selling)
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Figure 1: Key Organization Requirements

Source: Brown, 2000, P. 325
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But in general as shown in the figure above, thare several
organizational requirements for a successful CRNpl@mentation and among
them; system, people and customer are the keyresgents. For this reason these
key requirements must be examined more deeply.

As Gentle (2003) points out, the key to CRM sucassto analyze a
company's maturity, before implementing it, in foareas; customer focus,
process, systems and people, (See App. A).

Customer maturity: Customer maturity is a measure of how far a
company has evolved from a product-based model {Moproducts out the door
at minimum cost) to a customer-based model (Whoysly our products, why do
they like us, how can we measure satisfaction, dibyhey leave, and how can
we sell them more?) (Gentle, 2003Justomer maturity is about knowing
customers. In other words, companies with highlleteustomer maturity know
their customers in terms of profitability, propdgsito churn which means
defection or attrition and their lifetime values.

Systems Maturity: System maturity is vital for CRM because it is the
level of integration of all divisions. With a higlevel of system maturity an
enterprise share almost all of their informatiordata throughout all the divisions
of a company. That means front office and backcef@pplications are aware of
each others activities. On the other hand entapnsith low level of system
maturity lack of that ability. For this reason thelyould take steps to integrate
their systems. If it is taken for granted therelw& many wrong decisions

because of low level of integration and incompletermation.
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People Maturity: People maturity is generally taken for granted that
is also vital for a powerful CRM. When it is saiégple maturity it is referred
first top management and then employees. Top mamagegenerally focuses on
short term financial results because of the presséum board of directors or
owners of the company. Therefore support or acoepthy the board of directors
and owner of the companies (top-down sponsorstup)CRM orientation and
focusing on long-term rather than short term reesrare essential for a powerful
CRM. For this reason it can be said that top mamagé&s commitment to CRM
and sharing their knowledge with others are veitycat for the success of CRM
implementation.

Some companies seem to be caught in a viciouseciiclocal staff does
not understand the principles and practices ofooast management, they find it
hard to understand the benefits. In some cases, gtublem may only be
resolvable by staff transfer. However local skepticabout the benefits may be
justified if the company has not worked out whae tbhenefits are and
demonstrated them clearly in its more mature omersi(Foss, 2001, P. 277-278)

Second aspect of people maturity is employees.dbérapany treat their
employees well then the employees treat customelisteo. This is actually like
a chain reaction. It begins from the top of the pany and goes downs to the
front line employees. If employees don't believattiop management cares
enough for CRM they will do not care too. For tiesason enterprises should
continually train their customers about the besefif good relations with
customers and make it a work responsibility rativan an extra activity added

their job requirements with bonus systems.
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After having an idea about readiness stage if apemy decides to
implement CRM, the first thing to do is setting etijves. It is the most critical
part of a CRM. Without an objective it is wastingmey and time to implement
CRM. A global company that did it the wrong way @and found that the whole
initiative produced no results except expenditueeanse a centralized view of
objectives, strategies and timing did not match twdwald be achieved in most
business units (Foss and Stone, 2001, P. 299).h80cfitst requirement of
implementing CRM is having clear and realistic chjees.

Companies also need to prioritize their CRM goaistisat the most
important actually get accomplished (Taschek, 208%)Marline (2001) states,
“The vast number of customer relationship manageif@RM) projects are being
undertaken with little understanding of what theg &ying to accomplish.

Then the next stage, finding well equipped peopte giving them
authority and responsibility, comes for the CRM laggtion. Sometimes
companies determine first their customer managerséategy and secondly
decide on which technology and model to use in sti@tegy and thirdly they
may select the suitable tools and buy them. Thegll§i try to find appropriate
human resources to carry out this system. In thpaach there is a problem in
order. If companies find people then leave themdheices of technology and
other tools, on which they carry out the CRM, itukbbe more rational. Krol
(2002) states thdiSuccessful companies are getting the process ftinsh the
people, then technology. That's the right order.”

Once the goals are set, top management is conviticecbudget is set,

compatible people found and the necessary infretstrel is built then the roll-out
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stage comes. As it has been mentioned before, o@npanies make the mistake
of viewing CRM as a pillow ready to swallow.

CRM can be implemented either by companies orrithsa outsourced to
implementation services. Choosing one of thesealernatives and selecting the
right implementation service must not be overlook@dce the decision is made
then it is almost impossible to change that. Greemni§2001, P. 282) points out
that “Implementation services will cost companiesifule to triple the price of the
software itself. Something that costly needs aterit

Sharing responsibilities in this complex systenvasy critical. Knowing
what is in whose responsibility, decreases cosflemdd prevents time wasting.
For example one of these responsibilities is mamagie whole team and it is
called implementation leader.

Setting the performance expectations is also imaporiand must be
realistic along with the legacy systems, which nieeble examined and necessary
actions should be taken within the CRM system tovigle consistency with
legacy systems. If it is overlooked companies tiaviace up the formula below:
NT + OO = EOO
New Technology + Old Organization = Expensive Old&hization

(Brown, 2000, P. 269)

Final stage is to make necessary adjustments. A#éiquirements are

gathered and requests are met, system enginees fimak adjustments on the

system and also implementation leader eliminate®kbstacles in overall system.
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After all the stages above handled then the ttegjescomes. This is where
the actual hands-on work begins-with a prototygdee purpose of prototype is to
develop some of the key functionality for the coso to examine before the
rollout (Greenberg, 2001, P. 291). Prototyping giwpportunity to foresee the
most likely problems and the chance of correctimgt. For instance a particular
company may test its call center and see the paaksms of time and number of
calls. Then according to results that company mayeiase its call center agents
or even it may change something radically. Forainsgé that company may decide
to charge some money for call center service whiak previously free of charge.

After prototyping stage follow-up stage comes. Mgkiplans is not
enough As Brown (2000, P. 273) states, ‘Plan the work awatk the plan’
principle is essential during implementation.

Another vital part of the process is documentationplementation team
no matter the company itself or a consulting comgplaas full responsibility to
provide documentation to relevant parties. All lbége stages have an ongoing
structure.

As it has been mentioned earlier, implementing aMCirategy requires
customer, system and people maturity. If compaaseve these tree maturity
and match that with their objectives they will mdiely be successful in
implementing CRM. In any event, it must be keptmind that customers are
more than transactions. The companies who knowatheés act accordingly will
reap a continual harvest of new and returning eosts (Davenport, Harris, and

Kohli, 2001).
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A checklist for implementation of CRM was given de| quoted from an

article written by Terence (2003).

Establish measurable business goals.

Align business and IT operations.

Get executive support upfront.

Let business goals drive functionality.

Minimize customization by leveraging out-of-the-tfoxctionality.
Use trained and experienced consultants.

Actively involve end users in solution design.

Invest in training to empower end users.

Use a phased rollout schedule.

- F F + F F F F F ¥

Measure, monitor, and track.

6.1. CRM IN DIFFFERENT SECTORS

As it is wanted to examine CRM applications in hdiasiness in this
study it would be better to look at first other ustries to have deeper insight into
CRM in hotel industry.

CRM and Travel Industry

One of the general features belong to travel inglustthat customers, no
matter in which class they travel, request fronvétaompanies a standard level
of service wherever they are. So if a customeirggefirst class service in journey
from Paris to New York, he or she expects the siawve of service in the route
from Argentina to Mexico. But this standard levélservice quality all over the

world is not a sample issue.
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In airline industry the quality of service delivdrby an airline can not be
controlled entirely by the airline. For example whee airline uses a non-home
port, typically most of the staff is contract staffustomer service also depends
upon other airlines, airport, authorities, air fia€ontrol and, perhaps most of all,
upon other passengers (Foss and Stone, 2001, . B&3this reason if the
inconvenience is not company’s fault, customersighbe made informed by the
travel company. Since being up-to-date with custsnm& an important goal of
CRM, the companies who implement it will most ljkeéb achieve this informing
process.

When it is taken a glance in travel industry tregjfrent flyer programs are
seen as one of the most important result of CRN& Hased on managing high-
value customers. It is also important that thedraompany should not ignore
their customers who are traveling less. On theraontthey should be treated
reasonably well because they may become frequemrsflin future. So
guesstimating of which travelers will most likelg brequent flyer lies at the heart
of this program. Obviously determining of most pblke customers who will turn
out frequent traveler is not enough. Travel compsurshould acted upon these
findings and should prepare their process or reegitheir process to meet their
customers’ special needs. This is a stage in whithvel company utilizes CRM
heavily because with the abundant data and the toohnalyze this data CRM
applications provide the best estimations.

Recently some travel companies started to implenteat top-vanilla
model in their CRM approach. Its success lies enlihsics of marketing which is

finding an unmeet demand and filling it. Explanatmf it is the following: Since
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the provided service in travel industry has becafreost commodity many

companies have began to look for ways to diffeedatiWhile many companies
started to look for ways to differentiate themssl¥em other companies they
took a group of customers for granted. These custewere just expecting the
core benefit of traveling, which is arriving sedyrthe place they want. That kind
of customers was demanding generally standard eadoenical service. From
this basic unmeet need, the top-vanilla model eeterand likely to exist in

future.

CRM in travel companies increases the efficiencyg effectiveness as in
many other industries. For example as Foss andeS@001, P. 379) states in
their book, “Once the airplane has left the growamdempty seat can not be sold.
Load factors vary, but rarely hit 100 percent, sing this spare capacity to
promote customer retention seems sensible.” hhseery easy on the surface to
allocate these spare seats as bonuses. But inyrdéalhecessitates a good
communication infrastructure and an up-to-date arust-base to get most
valuable results. This is what CRM may accompliSilRM enables travel
companies to manage allocation of seats by prefeserMoreover it allows the
staff to see the details of customers and stattiseof.

In order to sum up it can be said that the go&RM in travel industry is
to identify groups of customers, who behave coestt enough for them to be
monitored and managed. This leads to a focused etiagk communications
policy mainly by mailing, e-mailing and telemarkegi policy and service
differentiation, which may be defined as greatewilgges to more frequent

flyers.
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CRM and Retailing

Retail industry had little capability to capturestamers’ buying patterns
previously. But currently it is one of the mosttabie industries to implement
CRM because of online shopping and the usage o& smrt of cards like credit
cards, membership cards. Moreover the number oédsugnd buying frequency
of them are very high.

As in many other industries, CRM increases theqgoarnce of retailers.
In retail industry companies want their customerssisit them frequently, buy
more, and buy more expensively. Furthermore iniliega companies look for
new ways to increase their customers’ basket sharesder to achieve this goal
data warehouses and data mining activities are wmepprtant tools to be acted
upon. For instance some goods may be placed ctosadh other if they are
generally bought at the same time. The other examsplub cards. They are used
to look at each customer more closely and to umaedstheir purchasing patterns
and buying behaviors. So retail industry has mapgodunities to implement
CRM.

CRM and Automotive Industry

Reporting on the conference, the Toronto Star wiiod¢ for automakers,
“the neatest trick of the 2century will be giving customers more product
diversity while reducing manufacturing complexityffering more for less and
faster” (Brown, 2000, P. 192). For this reason canms should know customers’
needs and wants much better then ever before amsterftime schedule. If
companies fail to do that they lose their custonb@ersompetitors. Since losing a

customer may cost thousands of dollars in autoreatndustry the automotive
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companies give high importance to CRM applicatioibey have detailed
customer data bases to tailor marketing campaigms uhem. Two ways of
marketing is given below to give an idea about tiew orientation that

automotive industry goes toward.

Traditional way of direct marketing in automotivelustry

Its timing is determined by the supplier
It is one way
It is transaction focused

It involves target volumes from lists

& & & ¥

It results in little learning by the supplier

CRM in Automotive Sector have the characteristiel®w:

Customer timing is known

It could involve dialog over time

It could be continuous

 F & &

It could be focused on prospects and customerdinfinthe best ones to
talk to
+ It could use predictive algorithms to decide whaate to and when

(Foss and Stone, 2001, P. 437)
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The key variables automotive suppliers need tautheland have data on,
to understand when customers are likely to buyude not only data on the car
owned, but also the current state of and changesmdome and wealth and
occupation, and also issues such as ethnicity.therovords, car marketing is
becoming more life-stage-oriented (Foss and Sténe}ll). For instance it is
most likely in car market that most of loyal custasiare old people. It is known
that when customers are getting older, it may bé haget them switch. So the
key direct marketing effort may be cross-selling ap-selling.

Those companies, who has understood well the irapoet of loyalty
started to add some new cars based on the requiternoé young prospects
because they understood well that the first caa man’s life has an invaluable
effect in next decision when they change their .calss finding is a result of
data-mining activities and shows the importanci fair strategy management.

The success of automotive business relies on semiech more than
many other industries. Car producer companies camuate with their customers
heavily through “services”. For this reason “seeVipart of the car business is
very important in terms of CRM applications becatise major part of customer
information is gathered through “service”. Dealgemerally take the initiator role
for the usage of CRM. When they start to implen@RM, producers follow the
dealers and integrate the CRM philosophy into tleeisting supply chain. But
sometimes top-down CRM application is also seengdnerally car producer
companies should measure the performance of beth ghoduction process and

“service business” to fully satisfy their customgB&rown, 2000, P. 433)
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In automotive industry conflicts of interests likeb arise in near future
between the producers and the dealers becausecprediiarted to sell directly to
their customers and it seems that CRM will plagading role in this new way.

CRM and Consumer Durables

Consumer Durables have a broader range of produxdsthe level of
CRM usage in consumer durables depends on the typestribute of these
products. Some examples of them were given belmweent through the titles
written by Foss and Stone (2001) in their book.

Durability:

It tells how quickly and how long the item lastsypically (Foss and
Stone, 2001 P. 446). Durability is very criticaf. it is too long then the
implementation of CRM may be useless. If it is shloen the orientation towards
CRM increases. For instance, until recently owrfehe mobile phones are more
loyal because the durability of mobile phones wagha middle range. But
recently the durability of mobile phones decreased much caused high
churning rates. For this reason CRM applicationehacreased.

Importance to the product:

Typically in terms of the cost compared to the oostr's budget (Foss
and Stone, 2001, P. 446). Electric bulb can bexample for that. It is cheap and
a commodity. These kinds of products are not sig@tebimplement CRM.

Customization requirements:

If it is generally designed according to each cotids particular wants,
these sorts of products are named as customizeldigiso It is appropriate for the

CRM applications.
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The important thing from the CRM point of view sunderstand different
buying patterns and buying frequency of these mrtedOnce that is understood
companies can determine the value comes from uSRY and this further
makes the companies capable of answering the que$hould we implement
CRM".

CRM and Telecommunications Industry

Telecommunication sector is very appropriate for MCRpplications.
Especially in Turkey privatization of telecommurtioa services, which will
bring competition much more than ever before, isinga the way for CRM
applications.

There are several reasons that make telecommuornicatector very
appropriate for CRM applications. The first onéhiat communication companies
have thousands and millions of customers and sohndata about them.
Moreover since they are already communication conesa they have the most
important weapon to communicate with customer$@irtbody. Besides that cost
of communicating with their customers is very cheap

As Brown (2000, P. 260) suggests, “Telecommunicatemmpanies
should be differentiated in a market place tharane to become commoditized.”
CRM helps companies to achieve this goal. In aoldito thistelecommunication
sector has high churning rates. Accordingly, congmehould carefully make the
distinction between the valuable customers andluide ones and select high-
value customers to invest in. If companies faitangeting this may cause high

churning rates because of the new customers whiaggemsity to switch are
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higher than average. For this reason CRM has anoriaut place in
telecommunication sector.

Another characteristic of communication sectorhiat ttesting campaigns
are cheap and simple. For this reason generallynzontation companies are
very successful in campaign management.

CRM in the Higher Education Environment

The relationship between students and the educetsbitutes, which lasts
forever for many students, makes CRM an appropphatesophy for education
systems. The relationships do not end generalgr gftaduation because after it
customers become *“alumnus”. Education institutegamze some sort of
activities not to lose the soul of friendship anampus life. At this stage
institutions organize some sort of activities tongace for donations.

So what may be the reason that leaded an alumnuriation? The
answer is commitment to university and that comraittnhad been created by
relationships between students and the institute.

Education institutes not only provide educatioraa®le core product. As
Greenberg (2001, P. 169) points it out, “Not onbes the institution deliver an
education, it also embeds products and servicéspiaa industries, such as hotel,
restaurant, public safety, sports, theatre, retadl media. Given the complexity,
diversity, and dynamic nature of these relationshgpme form of CRM would
seem to be mandatory”

Although they are alike each other in many aspesttgjent relationship
management (SRM) is distinct from CRM because ddutastitutes share their

knowledge, solutions, and sometimes resources gt other. Hence all of the
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education institutes have a chance to share tmgua SRM success for their
mutual benefits. For this reason, like many otleetars, education sector should

benefit from the CRM as much as possible.

6.2. CRM MEASUREMENTS

What gets measured gets done is a business trBiowi, 2000, P. 283).
Measurements systems are vital because based aredhis of these systems
managers can make their decisions. The only wapteince top management to
implement a new system is to promise them highermees than investments. So
this approach is called measuring return on investr(ROI). It tells what will be
the revenue proportional to investment.

If the performance of a system can not be measurmeéans that it can not
be known whether it is successful or not. Most bé tCRM consultants
acknowledge ROI as a good way to measure the pesftce of a CRM system.
Although there are different types of measurementst like cost reductions,
revenue increases, and market share indicators atetclassically used, in
general, As Krol (2003) states, ‘success’ from @M point of view can be
measured by measuring the following items: respotstleustomer churn rate;
‘share of wallet;” customer satisfaction rankingsed on respondents' research;
customer acquisition rate; and front-office stajfitosts for customer service and

sales reps. are all measurements that are tale®nansideration in ROI.
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Usually the clearer the measurement systems, thee msaccessful
companies will be. Specifically The measurementregpgh needs to be simple
enough to implement quickly and identifiable to éoypes and customers alike
(Brown, 2000, P. 291).

Generally, companies need quick actions that e ®ameasure in order
to improve day by day their customer relations. tat is not enough. The key to
a sustainable advantage in this area is the rifgimdbof incentives, metrics and
structural changes. These can start to produageactrstomer-directed orientation
that, when combined with technology to generate disttibute information, can

turn a company into a market-driven leader (Da@30
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CHAPTER 7

FIELD STUDY: APPLICATION OF CRM IN HOTEL BUSINESS

Hotel business was chosen to be examined in thdy dtecause growing
rate of hotel business is increasing sharply ink&yrand CRM is not known
enough to be fully utilized. In addition to thisetmumber of CRM researches
made on tourism sector is fewer than other settadinance.

According to Foss (2001), hotel business falls imiddle range in terms
of frequency of purchase and value of the purch@see frequency of purchase
and value of the purchase determine the neceskiGRd, it can be said that
CRM is necessity for hotel business.

In order to understand the level of CRM applicatiam hotel business a
guestionnaire has been prepared (See App. A, Apppp. C and App. D) and e-
mailed to 100 hundred 5 stars hotels in Turkey. Bubrtunately in general the
respond rate of questionnaire was very low. Justhd@els answered the
guestionnaire. Fortunately it has been achievewliowith managers of several
five stars hotels face to face from different diticies. For this reason, an insight
has been aroused about the level of acceptancerRbf @ hotel business as a

strategic philosophy.
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7.1. METHOTOLOGY AND FINDINGS

First part of questionnaires was given to hotel po understand their
readiness stage and maturity level and secondyaargiven to see their retention
focus. Then part three was prepared to have aghihabout the acceptance and
implementation level of CRM. Moreover after compagtithe results it has been
aimed to see how CRM implementations affect custemsatisfaction and
loyalty. For this reason those hotels interviewsalye been analyzed in terms of
their readiness stage, retention focus and in génereir level of CRM
implementations.

In Appendix A, total points are categorized intovefi degrees.
Categorization has been made through the fallowing;

1-4  Points fall into category 1
5-9  Points fall into category 2
10-13 Points fall into category 3
14-17 Points fall into category 4
18-21 Points fall into category 5

In Appendix B, total points are also categorizei ifive degrees. Scoring
has been made like the fallowing;
1-6  Points fall into category 1
7-12 Points fall into category 2
13-19 Points fall into category 3
19-24 Points fall into category 4

25-30 Points fall into category 5
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In Appendix C the numbers which are marked byrdgspondents (Hotel
Managers) were summed up and divided by the numbguestions asked. In
other words their means have been found.

In Appendix D, 2 critical questions asked to thestomers of each hotel
interviewed. The number of customers for each heote$ 20. Than numbers
marked by each customers summed up and divide® by dther words for each
respondents (Hotel managers interviewed) accordinganswers of their
customers, means of customer satisfaction level lagdlty level have been
found.

Customer Loyalty Level, Customer satisfaction leaetl implementation
level of CRM of the respondents have been chosera@ables. In order to find
level of CRM implementation of each respondent,dt@res of each categories of
first, second and third questionnaire have beemseshup and divided by 3.

Finally these three variables are applied to SB&&vare and remarkable
results have been found. Before discussing thdtsefwnd by the help of SPSS
software, some sort of results at first glance Hzaen tried to discuss below.

It seems that 90 % of the hotels, which have redpdnare suitable to
apply CRM into their enterprises but unfortunatgigt 60 % of the hotels have
high maturity in terms of system, people and te@mo So it can be said that
there is an important gap between being suitabienpdement CRM and being
ready to implement CRM. Under the light of thisules can be said that in spite
of the high potential, most of the 5 stars hotel$urkey in someway don't utilize

their potentials to have a well-planned CRM strateg
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When the results of the retention quiz (See AppeBmined, it can be
seen that 85 % of responders fall into “retentioous” category, 10 % of them
fall into “retention aware” and 5% percent of théal into not retention aware
category. Although these statistics are excitirgnething has really surprised
me. Most of the respondents have thought too madh® question 1 in retention
quiz and most of them told that they spend equabusah of money for both
attracting new customers and retaining them. limse@aradoxical when we
compare this with the results of retention quithihk in reality they spend more
money for retaining current customers but they taware of that fact.

In general all of the responders were aware ofitmgortance of their
customers but surprisingly just 25 % of them hawegtrue definition of CRM.
This result tells us something very important. Teaguld have been given CRM
training programs because they have just hearteohame of it but they don't
know what CRM really means.

Although 75 % of respondents don’t know what CRUMdlIseis, all of them
see CRM as extremely important. This is great amdpfbl for CRM
implementation projects but not enough because5§tiPo of hotels interviewed
haven't got a system plan to support the holististamer management approach.
In general support of top management seemed verpgsion customer related
issues but just few of them are enthusiastic tabdish serious CRM system
plans. They do most of the parts of a CRM planthay don't put these efforts
under the CRM heading. For this reason they ca®&twhat they have and what

they need.
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When the responders have been asked “Which aeswilb you perform in

your organization?” the answers below have bedeated.

Activities Percentage of hotels, which

perform these activities.

4+ Conduct regular customer 100 %

satisfaction surveys

4+ Sponsor special events or activities 90 %

for customers

+ Collecting, maintaining, or 100 %

manipulating customers’ data

4 Conduct a customer communication 90 %
program
+ Publish a proprietary magazine 60 %
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The results above tell that the responders arergiyngood at basic CRM
activities except the last one. Surprisingly jufl 6 of responders have
proprietary magazines. Moreover 80 % of the haitgisrviewed seem to have
one single system through which employees can thewcustomers. Additionally
all of the responders have stated that they hadé awechanism like mystery
shopping.

When it comes to rewarding systems more or lesefalhe managers of
hotels interviewed have mentioned that they ardampnting rewarding systems.
But the problem is that these rewarding systemsewet designed well. They
implement short-term incentives system. Percentaighotels who implement
bonus systems proves that conclusion. Accordingustionnaire just 40 % of
responders have automatic bonus systems.

As it has been mentioned before just few hotelsrimwed implement
CRM professionally. Most of them are performing maarts of a CRM project
but they still lack of many things. When the respens were asked “Does your
organization quantify the profitability and custantiéetime value (CLV) of each
customer?” 60 % percent of responders’ answers weggative. It was very
surprising actually. Because knowing customersfifaoility and their lifetime
values are prerequisite of implementing CRM phifdsointo organizations. It
was the biggest challenge of the hotels interviewed

Moreover 70 % of responders don’t have any inforomaibout their
companies’ share of each customer’'s business.Her avord they don’'t know
their customers’ share of wallet. It seems an ingmdrobstacle for up-selling and

cross-selling. But according to responders who ihavgot information about
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their customers’ share of wallet thought that thgyto grow their relations with
their customers with up-selling and cross-sellibhghows that most of the hotels
interviewed are not taking professional consultisgrvices about CRM
applications.

Another result of the field study is that almosi thle five stars hotels
interviewed have stated that they are segmentieg ttustomers on multiple
dimensions. Frequency and profitability were usedrenthan other features
according to responders. Moreover 80 % of respa@ndave stated that they are
using results of segmentation for customizationeyllare trying to give their
customers the best service according to their n@edsvants.

When it comes to service quality, it is a well-kmoact that the most
important thing is “people”. It seems that mosttled responders were aware of
this fact because when the responders were askddchwone is the most
important factor among people, process and techgdior the success of CRM
applications”, 90 % of them have marked “Peoplethes most important factor.
For this reason it can be said that they value eyag empowerment. The result
of the question “To what extent do you have no ldamlture that encourages the
staff to record complaints as a positive meansmgroving customer service?”,
also proves that because according to results, 8 t#tem have told that it is a
positive manner and expected from each employeat Whs really a good sign
for CRM conscious because the results show that ofothe responders were
aware of the importance of employee empowerment theg really try to

empower their employees.
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Although it can not be known what is going on inldaractice 20 % of
the hotels seemed to have good performance at GRiemeral according to
results of the study. The hotels which belong te gioup have systems to detect
customers who have high potential to defect and #estem warns managers
about inactive customers and helps them to save dhstomers from defection.
Moreover their systems have the ability to measwustomer profitability and
customer lifetime value.

Under the light of these findings it can be saidt thast majority of the
hotels interviewed seemed to have high potentiélitg utilize all the benefits of
a CRM application but in order to do that, top ngera must found a CRM
system plan. Since the number of customers is swtnuch in hotel business
compared to other sectors like retail or finandes tost of founding CRM
systems will be very low but the return on investineill be most likely much
more than expected when it is applied truly. Fas tbason hotels must invest in
their employee and train them about CRM. Becausepleyee” is the most
important element in hotel business as most oféeponders have stated.

Apart from the findings above, by the helping ofS8°Software it is
found that there is a strong association betweem GRplementation and

satisfaction level of customers and their loyadtyell.

Measures of Association

R R Squared Eta Eta Squared
satisfaction level *
crm implem.level ATT 227 491 241
customer loyalty *
crm implem.level 607 368 648 420
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It has been also found that there is a strong lediwa between level of

CRM implementation and loyalty of customers andrtbatisfaction level.

Correlations

satisfaction crm customer
level implem.level loyalty
satisfaction level ~ Pearson Correlation 1,000 JATT* ,538*1
Sig. (2-tailed) , ,008 ,002
N 30 30 30
crm implem.level  Pearson Correlation ATT* 1,000 ,607*71
Sig. (2-tailed) ,008 , ,000
N 30 30 30
customer loyalty Pearson Correlation ,538*% ,607*% 1,000
Sig. (2-tailed) ,002 ,000 ,
N 30 30 30

**. Correlation is significant at the 0.01 level (2-tailed).

Correlations

satisfaction crm customer
level implem.level loyalty

Kendall's tau_b satisfaction level Correlation Coefficier] 1,000 ,393* ,A487*
Sig. (2-tailed) , ,012 ,002

N 30 30 30
crm implem.level Correlation Coefficier] ,393* 1,000 ,543*

Sig. (2-tailed) ,012 , ,001

N 30 30 30

customer loyalty Correlation Coefficier ,487* ,543*1 1,000

Sig. (2-tailed) ,002 ,001 )

N 30 30 30
Spearman's rho satisfaction level Correlation Coefficier] 1,000 ,489%1 ,580*
Sig. (2-tailed) , ,006 ,001

N 30 30 30
crm implem.level Correlation Coefficier] ,489*1 1,000 ,637*

Sig. (2-tailed) ,006 , ,000

N 30 30 30

customer loyalty Correlation Coefficier] ,580* ,637* 1,000

Sig. (2-tailed) ,001 ,000 ,

N 30 30 30

*. Correlation is significant at the .05 level (2-tailed).
**. Correlation is significant at the .01 level (2-tailed).
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CHAPTER 8

CRM IN FUTURE

In this chapter some predictions will be given lohea evaluation of the
notion of CRM in its recent history. The first ome that CRM seems to be
expanding across all the departments of an enserpAdditionally, integration
process through enterprise resource planning aled $arce automation will
seems to continue. With this integration CRM wi#! imore attractive in terms of
both returns on investment and rightness of detssimased on the outputs of the
system.

Another prediction can be made about the new sirecof marketing
department. Since most of the success of CRM cdroes customer retention,
CRM may cause marketing department separate irdalifferent parts which are
acquisition and retention departments in future.

When it comes to budget constraints it will be gegao build necessary
infrastructure because world market experiencednéiraually reduction in prices
of hardware and software in past and this willlijki® continue in future. So this
reduction will accelerate the implementation of CRMnear future. Because
information comes from different customer interaetipoints one of the most

challenging parts of building a powerful CRM is @tiag a single customer view.
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This existing challenge will turn out to be a pasd issue with the help of
integrated CRM infrastructure.

With the emergence of CRM the issue of customerapyi tends to be a
more serious threat for CRM. This trend may linfie tdata captured from
customers and CRM as well. In order to avoid kimsl of conflict of interests the
notion of “Permission Based CRM” will gain high impance. For this reason to
inform customers about the aim of the company forirsg the information
gathered from them will be highly important. If messary some kind of
agreements between customers and the enterprisesgeth data from their
customers will be widespread. With these agreemdwis much privacy
customers expect and how much sharing of customafestmation can be
performed will be determined. But generally custosneill look for higher level
of service and will be willing to share their pamsel information if they believe
that they will get high level of service as a resilthis.

Another issue companies will face up to is thath&ar future customers
will anyhow start to be aware that enterprisestegating them differently. For
this reason some sort of ethical issues will probalise. Enterprises will have to
please the customers, who are worth to retainHmyt will get less benefits from
the company than high value customers. Treatingocoiséomer better may mean
relatively treating others worse. This may evendléa a paradox for CRM
philosophy and probably reshape it. For this reab@nmore customers aware
about CRM activities the more careful the compang®uld be while
determining the extent to which they treat thestomers differently. Companies

who ignore this fact will have to confront massuokatisfied customers.
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CRM will become truly customer-driven, proactivedgpermission based.
But more importantly it will become a predictiveotdor managers. It is certain
that like today in future the power of CRM implenteion will come from
predictive feature of it. In near future most of tompanies will achieve building
customer databases and they will be able to knoat Witeir customers did in the
past but the predictive aspect of CRM will deterenihe winners and losers.

As Foss (2001, P. 508) states “in some industpesdictions of next
year’'s values will not the issue, prediction of tonow (or even today’s) value
will be. The reason for this will be smart datalgsig - whether of high-volume
retail transaction data, or of answers to questpmsed by call center operators-
really does give knowledge about what the custosdikely to do next. In the
world of e-business, this has been extended to eviie® customer will click
next”.

Furthermore the trend toward wireless world wikely to continue. So a
new notion “mobile-CRM” will gain more importanc8oon a sales person will
be able to close a deal onsite, give specific quidaas to availability, place the
order in their Palm, and have it not only regisiere the CRM system back at
headquarters, but to trigger manufacturing andngiland have the product in
shipping before she gets back to the office. Nowat tls customer service
(Greenberg, 318).

New technologies will enable automated interactitiveg are data-driven
and totally personalized. Additionally customersllweasily, quickly and
efficiently access information. As a result of thét, the level of interaction

between the companies and customers will be getkegper and deeper. It may
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reach the level that inform a sales representaiavéis or her mobile phone when
a customer opens the file which was e-mailed to leimher by the sales
representative.

It must be also mentioned that, “E-business”, which not only reshape
CRM but also totally reshape our lives, will haveimportant role in the future of
CRM. Indeed, as Berson (1949, P. 484) claims tiafuture for data mining and
CRM is closely linked with the enormous potentiflesbusiness and therefore
looks extremely bright. It will clearly allow compigs to compete and win on
entirely different levels from those of today.

What it comes down to is, CRM generates profitadnhel sustainable

revenue growth and it will continue to revolutiomimarketing.
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CHAPTER 9

RECOMMENDATIONS AND CONCLUSION

“Happy families are all alike; every unhappy famiyunhappy in its own way.”

Tolstoy, Anna Karenina

This chapter deals with several recommendations {GRM
implementations and conclusion for field study. Thecope of the
recommendations is trying to illustrate the lackpants and wrong practices of
CRM to the managers who are applying or ready pdyapinto their enterprises.
In addition to the recommendations, a brief sumnadirgndings from field study
will be given.

When the CRM applications of enterprises are exadjiit is seen that the
most important lacking point is misperception o thasics of CRM. Although as
a business philosophy CRM is a way of understandemgficipating, and
managing the needs of an organization’s existirg) @otential customers, it has
been seen that many companies just achieve thest@s which is to understand
of their customers. In order to do that they arkinwinterviews and enquiries
but other two steps which are to anticipate anchémage their customers’ needs

are generally remained untouched. Obviously mamysfieven don’'t know that
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they need other two important steps as well. Thayktthat it is enough just to
meet their customers’ existing needs but the trstkthat only few companies
those are exceeding their customers’ expectatinodsnaganaging their needs will
be able to survive.

Another weakness of companies, who want to achievee customer-
centric, is that they don’t segment the markethmirt customers. A successful
company should segment the market and target omeooe segments to serve
according to specific needs of each segment. Attvet, companies should
separate each segment into sub-segments. For aastaay may define some
attributes like customer lifetime value or custorpeofitability as a distinctive
factor and divide segments into sub-segments buyemeral while doing that,
companies should define objectives and aim of tR&Gpplication and create a
channel strategy based upon customers’ endless a@eldfinally build necessary
infrastructure for it.

Another point that many companies usually fail &M applications is
that they determine some CRM related goals but ttaeyt communicate these
goals to their employees. CRM philosophy shouldséein all of the minds of
people who are more or less contributing to comgsnialue chain. It is certain
that without employee training programs companges 8ot achieve their CRM
goals. Even if companies have well-equipped em@syevithout a bottom-up
management focus CRM can not be instilled into boflgny organization. For
this reason top management should also satisfy émeployees and make them

happy as well and then employees will make theotnsts happy in return.
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Being firm is also another common mistake done lapyncompanies as
well. Firms sometimes forget their main goal whisho satisfy their customers.
When a customer demands something which is normaltlypossible according to
rules an employee may have the initiative to ragmbn. For instance, if a
particular customer in a hotel calls customer serand wants them to bring him
or her cup of tea then customer representativesagyhat “it is not possible after
11:00 p.m. so | can not send you a cup of tea”. Bbat if the customer
representative says that “Sir | would like to imfoyou that tea service is not
available after 23:00 under normal circumstancesl will send you what you
want as an exception for tonight because you mag mot knew that”. That
would be really satisfying. So companies and teeiployees should be flexible
as much as possible with their customers. But it

One more lacking point is about CRM integrationaltustomer makes
hotel reservation through call center, front deghresentative should be aware of
the information about the customer. If front deskpyee asks to the same
customer his or her address again it means thet the long way to go in terms
of CRM application. Once the scope of CRM can beéeustood, then integration
problems can be easily overcome. Information teldgies are very helpful for
companies, who really want to create a CRM focusedpany.

There is one more lacking point in CRM applicatiofsnany enterprises.
Some enterprises stop thinking about one of thenngmials of CRM. It is
differentiating companies in their customers’ ey&stually CRM is a way for
organizations to differentiate in their customesgés. Companies may be able to

know their customers’ wants and needs almost iddadly by the help of CRM.
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For this reason they should fully utilize this vathle knowledge by giving their
customers extraordinary and highly customized sesviCompanies should make
their customers feel as if they know each of tbastomers individually. In other
words companies should try to be a face that tlestomers will always
remember. For instance if a particular customaigfiane company con not find
his or her favorite magazine or newspaper in hig pecket that makes him feel
that he is a stranger for the airplane companyaselversa.

When it comes to applications of CRM in hotel bess, under the light of
the findings of field study it can be said that inos§ the five stars hotels in
Turkey have high potential to capitalize benefitsGRM. On the other hand,
findings tell that managers of the hotels interaevthink that they know CRM
but in reality most of their knowledge is unforttelgt superficial. They need
professional CRM training programs because in hoiginess the way for
success pass from differentiation and CRM is aecéife tool for this purpose.

In order to sum up it can be said that companieseaperiencing a new
era in marketing today. Customers are more powérnén ever before and loyalty
has gained more importance. Hence, as Thomas (20@®&s “CRM has moved
from ‘nice to have’ to necessity” and. For thissaa to achieve high loyalty rates
companies who want to survive must rebuild thegaorzation charts and listen
to their customers and employees more then everdefs Bell (1994, P.179)
states, “Successful leaders will be those williagurn the organizational pyramid

upside down and work daily to serve those, whoesére customer”.
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APPENDIX A

QUESTIONARY FOR READINESS STAGE

Should You Even Consider CRM?
Answer the questions Yes or No.

+ Do you have a large number of people (more thanr88ales and service in
direct contact with customers?

+ Are you in a highly collaborative environment, witlustomer interaction
requiring input from multiple players in sales a®vice?

+ Do you sell complex products that require a highree of configuration and
customization?

4+ Do you have a large number of customers (more 5(@00)?

+ s a typical customer relationship worth a lot tmyfrom a profit standpoint
(will it cost you a lot to lose one)?

+ Can your customers interact with you across maltghlannels?

+ Do you have frequent contact with large groupsust@mers, or all
customers, across multiple channels?

+ Do you need to customize what you're saying to eastomer through these
channels?

Scoring: If you have three or fewer yes answersy yompany isn't a candidate
for CRM If you have four or more yes answers, then saore point and
continue.

Rate Your Maturity Level

4+ Customer maturity: Is the same unique customertifiem (real or cross-

referenced) used in at least two of the followirygtems: sales, ordering,
billing, and customer service? Yes = 2 points
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APPENDIX A (CONTINUED)

4+ Process maturity: Do you have repeatable processethe following
functional areas?

Marketing: Yes = 2 points

Order management: Yes = 1 point
Customer service: Yes = 1 point
Sales: Yes = 3 points

Billing: Yes = 1 point

ANANRNANEN

4+ Systems maturity:

v Do you have a data warehouse that consolidategmaton about
customers and products? Yes = 3 points

v" Do you have an automatic interface between saléeder management
(no double entry)? Yes = 2 points

v" Do you have an automatic interface (no double @rigfween customer
service and at least one of the following systemsales, order
management, billing? Yes = 2 points

v' People maturity: Are your people sufficiently matigd to embracERM
concepts and tools because they're relevant tojde? Yes = 3 points

v/ Start-ups: Is your company in start-up mode or thasm two years old?
Yes = -5 (subtract 5 points)

Scoring: Add the scores from Part 2, plus the armatgrom Part 1, and enter the
total here.

Final Scoring

7 points or fewer: Your Company isn't ready for CR®bncentrate on process
improvement and simple tools like contact managemeftiware or Web-based
applications.

8-14 points: Your Company is ready ©©RM, but much more work remains over
the next 12 to 36 months befd@®M will yield tangible benefits.

15-21 points: This is a rare occurrence! Your comypa ready fortCRM because
of a sufficiently high level of maturity in term$ oustomers, processes, systems
and peopleCRM is a logical extension of what you already do anlll yield
benefits in as little as 12 to 24 months (Sourcent®, 2003)
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APPENDIX B

QUESTIONARY FOR RETENTION STAGE

1. How are your marketing founds currently allocatetiNeen

a) Attracting new customers to win them over to youartn or company
(Conquest marketing)
b) Focusing on current customers to keep them fromirigayour brand or

company?
Attracting new customers %
Retaining current customers %
Must equal 100%

(If retaining equals attracting 3: points; if retiamig exceeds attracting 5: points.)

2. Do your current marketing strategies specificallgntion customer retention
as a goal?

[]Yes (1 point)
[ ] No (O points)

3. Does your company have a database of your curustbmers?

[ ] Yes (2 points). If the database resides in m@rketing department or the
marketing department has free access add 2 manéspoi

[ ] No (O points)

4. Does your company make itself available to custemeth an 800 telephone
number?

[ ] Yes (2 points). If the calls are answered diseby operational people, add 3
points, if by clerks with reports sent to manageimam a regular basis add 2
points.

[ ] No (O points)
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APPENDIX B (CONTINUED)

5. Does your firm regularly (at least once a yeardiate some form of contact
with your customers?

[]Yes (1 point). If more than one contact perryeald 1 point.
[ ] No (O points)

6. Do you offer any “mileage” or customer appreciatimying incentives?

[]Yes (1 point)
[ ] No (O points)

7. Are customer complaints regularly examined andyereal?

[ ] Yes (2 point). If each complaint is personadlgted upon, add 2 points. If the
marketing area operates this function or is invdlvie the analysis and
implementation of correction activities add 2 aidaial points.

[ ] No (O points)

8. Are customer purchase records audited to spot @safdjscontinuance) of
purchasing?

[]Yes (2 point)
[ ] No (O points)

9. Does your CEO play a participatory role in any ouostr audit or survey
programs?

[ ] Yes (1 point). If on a regular basis, add 2ntsj if only to review summary
reports add 1 point.

[ ] No (O points)

Add your total points. Scores between
30 and 20: Retention focus

19 and 12: Retention aware

Less than 12: Not retention aware
Source: Vavra, P: 273
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APPENDIX C
MAIN QUESTIONARY
In this questionnaire unless another meaning i®iapgd, numbers from 1 to 5

mean respectively;

0 1 Not at all
o 2 Alittle

0 3 Somewhat
O 4 Very

0 5 Extremely

1. Is your corporate culture customer-based orymbdased?
ol 02 03 04 o5

(One means product based and five means custorsed)a
2. How do you define CRM?

01 02 03 04 05

(One means no idea and five mean very well defjned.

3. To what degree you implement a CRM system plan?
01 02 03 04 o5

4. How much important CRM for you?

01 02 03 04 05

5. To what degree does top management commit tdoroes retention,
penetration, acquisition, and efficiency objecties

o0l 02 03 04 05
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6. To what degree the activities below are apphegbur organization?

4+ Conduct regular customer satisfaction surveys

ol 02 03 04 o5

+ Sponsor special events or activities for customers

01l o2 03 04 05

+ Collecting, maintaining, or manipulating custometata

ol 02 03 04 o5

+ Conduct a customer communication program

ol 02 03 04 o5

+ Offer customers a frequency incentive program

o0l 02 03 04 o5

+ Publish a proprietary magazine for customers

ol 02 03 04 o5

7. How much do you conduct interviews with custosfler

o0l 02 03 04 05

8. To what degree do you stand in your customéiss?

ol 02 03 04 o5

9. To what degree do you combine all the inforrmatidbout your customers in
one easily accessible (e.g. knowledge you recaetiaeor through telephone call

centers)?

01l 02 03 04 o5
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APPENDIX C (CONTINUED)

10.To what degree do customer service representahess easy access to
customer service, customer delivery and custonstoityi information?

ol 02 03 04 05

11. To what degree do you have quantitative methimis measuring the
effectiveness of marketing programs and servicdity@a

01 02 03 04 05

12. To what degree do you implement employee empuoemst?

ol 02 03 04 o5

13. To what degree do you explore on customers,asadighly dissatisfied?
01 02 03 04 05

14. Which one defines your customers’ level of loya

0 1 Defect and don’t come back again

o 2 Defect easily but have a chance to win-them bagekna

o0 3 Defect only, if there is a more valuable offer

0 4 Don't defect even there is more valuable offer

0 5 Champions (Promote also the company; identificatwth the company)

15. To what degree do you have audit mechanisragiikstery shoppers?
01 02 03 04 o5

16. To what degree do you have activities or omigion how to build trust in
relationships with your customers?

01 02 03 04 o5

17. To what degree does your organization quattidyprofitability and customer
lifetime value (CLV) of each customer?

01 02 03 04 o5
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18. To what degree does your company have prograoimseward loyal
customers?

01 02 03 04 o5

19. To what degree does your company know how ymstomers prefer to
communicate with you (Such as fax, internet, petseperson or not at all)?

01 02 03 04 o5

20. To what degree does your company segmentmgxiatid potential customers
on multiple dimensions?

01 02 03 04 05

21. To what degree do you have some measuremestensyike “A particular
company's share of each customer's business"?

01 02 03 04 05

22. To what degree do you try to grow your relaiovith your customers with
up-selling and cross-selling?

01 02 03 04 o5
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APPENDIX D
2 CRITICAL QUESTIONS

ASKED TO HOTEL CUSTOMERS

Numbers from 1 to 5 mean respectively;

0 1 Not at all
o0 2 Alittle

0 3 Somewhat
O 4 Very

0 5 Extremely

1. To what degree you feel yourself loyal to hgtmh stay currently?
ol 02 03 04 05
2. To what degree you satisfied with the service?

01 02 03 04 o5
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APPENDIX E

THE TECHNOLOGY-CENTRIC

VIEW OF THE DATA MINING PROCESS

Data

Selection

Focused Data Subset

Preprocessing

Preprocessed Data

Transformation

Formatted Data

Data Mining

Predictive Models

Human Interpretation

Knowledge

Source: Berson, Smith, and Thearling (1999, P. 203)
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ABSTRACT
CUSTOMER RELATIONSHIP MANAGEMENT
AND APPLICATIONS OF IT IN HOTEL BUSINESS
BAL, Yasin
MBA, Department of Business Administration
Supervisor:
Co-Supervisor:

January 2004, 147 pages

This thesis analyzes Customer Relationship Manage(@&RM), which is
a new marketing philosophy, and focuses on a fldly which examines the
level of acceptance end effects of CRM in hotelress.

Since a new era is experienced in marketing whesgower has shifted
from enterprises to customers, Customer Relatipnsfanagement (CRM) has
gained much more importance than ever before ardrpmises started to
understand that they must go beyond good custoereice and begin to build
relationships with their customers.

By the help of field study it has been found thespite the fact that CRM
is composed of people, system and technology, tbhst important factor for
enterprises to establish good relations with thagtomers is the “People”. So it
seems that despite the technological improvemamishing will replace the
“People” especially in service business. From titerviews and observations, it
has been also understood that managers of thestastehighly enthusiastic about
building good relations with their customers buhas also been found that they
are acting slowly to establish a comprehensive Gigstem plan, though most of
them are ready to apply CRM in their organizatiofise most important reason
behind of this fact is the hardness to see trueceffof CRM in short-run. Other
factors which affect the acceptance of CRM andetifiects of CRM on customer
satisfaction and customer loyalty are further aredyand some recommendations
are given within the thesis.

Keywords: CRM, Customer Relationship Managemenyalty, Hotel, Customer
Satisfaction
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OZET
MUSTERI ILISKILERI YONETIMI VE
OTELLERDEKI UYGULAMALARI
BAL, Yasin
Isletme Yiiksek Lisandsletme Yonetimi Bolumi
Tez Yoneticisi: Prof. Dr.
Ortak Tez Yoneticisi: Prof. Dr.
Haziran 2003, 147 sayfa

Bu calsma, yeni bir pazarlama felsefesi olan “Meri iliskileri
Yonetimi'nin (MIY) otellerdeki uygulamalari ve gigriler tizerindeki etkilerini
incelemektedir.

Pazarlk gucinun dreticilerden giérilere el dgistirdigi gunimuz
pazarlama anlayi yepyeni bir boyut kazangtir ve MiY hichir zaman olmadh
kadar 6nem kazangtir. Artik bircok yonetici, méterilere Kkaliteli servis
sunmanin 6tesinde onlarla uzun sudrelskiler kurmayi ihtiyagtan c¢ok bir
gereklilik olarak gérmeye Bamistir.

MIY’'nin amaci sirketlerin migterileriyle iyi iliskiler kurmasidir. S6z
konusu olan ikkiler olunca finsan” faktoriinin en 6nemli unsur ofu
ongorilmigtar. Nitekim yapilan cajmayla MY’ni olusturan sistem, insan ve
teknoloji unsurlari incelenmiolup oteller gibi servis kalitesinin tGrindn nerdey
tamamini olgturdusu is kollarinda migteri memnuniyeti agisindan en énemli
unsurun fnsan” oldgu gorilmistir. Otel yoneticileriyle yapilan gogtneler
sonucunda yoneticilerin M konusunda istekli olduklari gorulnifakat altyapi
olarak ¢cgunun hazir olmasina gmen uygulamaya yonelik kapsamli biri¥1
sistem plani olgturmak konusunda isteksiz olduklari tespit edjtmi Bu
isteksizlgin CRM uygulamalarinin sonuglarinin élgimesinim ze uzun erimli
olmasindan kaynaklangi gorilmistir. Bu calsmayla MY uygulamalarinin
kabul gormesini etkileyen ger faktorler ve uygulamalarin rgtéri memnuniyeti
ve sadakati Gzerindeki etkileri incelerymie dnerilerde bulunulngtur.

Anahtar Kelimeler: Miteri iliskileri Yonetimi, Misteri Sadakati, Otel, Mieri

Memnuniyeti
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