SGOU
Higher
Education

Customer nelalmnsmn
Managemenl

SREENARAYANAGURU OPEN UNIVERSITY

The State University for Education, Training and Research in Blended Format, Kerala



SREENARAYANAGURU OPEN UNIVERSITY

Vision

To increase access of potential learner.
and ensure equity through delivery
tional empowerment for social advancement.

er education, research and training,
rocesses and outcomes fostering inclusive educa-

Mission

To be benchmarked as a model for
on blended and virtual moden
adult learners.

nservation and dissemination of knowledge and skill
cation, training and research for normal, continuing, and

Pathway

Access and Quality define Equity.



Customer Relationship Management
Course Code: B21BB13DE
Semester- VI

Bachelor of Business, Administration
Discipline Specific Elective Course

Self Learning Material
(with Model Question Paper Sets)

7]
e-\.)C/;;p

2,
GJ‘;"&OEI'E e

SREENARAYANAGURU
OPEN UNIVERSITY

SREENARAYANAGURU OPEN UNIVERSITY

The State University for Education, Training and Research in Blended Format, Kerala



Customer Relationship

Management
o] Course Code: B21BB13DE
¢ Semester- VI
Poaamg oy o™ Discipline Specific Elective Course
SREENARAYANAGURU Bachelor of Business Administration

OPEN UNIVERSITY

? Academic Committee ? Linguistics Eﬁlﬂ
Or. Johney Johnson Or. Swapna NR. I -
Or. Fezeena Khadir Scrutin
Or Vijayan K. y E
Dr. K 6. Satheesh Kumar Or. Surya Robert
Dr. Shanimon S. Amar Shariar Scan this QR Code for reading the SLM
Dr. Roshna Varghese Ashish John Ashak on a digital device.
Dr. Nithya US. Or. Viiji Vijayan
Dr. Meera Prathapan Mahammed Aslam,A. First Edition
Or Manu MS. August 2026

? Development of the Content ? Gover Design

Copyright
Or. Surya Robert (Blocks 1,4,5) inesh R
k ©
Amar Shariar (Blocks 2.3 Jineshkumar S Sreenarayanaguru Open University
Co-ordination ISBN 978-81-LB88475-9-0
Director (IC), MDDC :
Dr. Sajeevkumar G.
Review and Edit Coordinator, Development:
Dr. Anfal M.
Jr. Rasheed. § Coordinator, Distribution:
Dr. Abdul Razak Kunnathodi

9"788168"847590

All rights reserved. No part of this work may be reproduced in any form, by mimeograph or any other means, without permission in writ-
ing from Sreenarayanaguru Open University. Printed and published on behalf of Sreenarayanaguru Open University
E]

by Registrar, SGOU, Kollam.
E]
J‘s"
e ; (o)
YouTube o {‘* e

WWW. sgou ac.in
Visit and Subscribe our Social Media Platforms

1“ L.—d
1’}1\ "m




Dear learner,

| extend my heartfelt greetings and profound enthusiasm as | warm-
ly welcome you to Sreenarayanaguru Open University. Established in
September 2020 as a state-led endeavour to promote higher education
through open and distance learning modes, our institution was shaped
by the guiding principle that access and quality are the cornerstones of
equity. We have

firmly resolved to uphold the highest standards of education, setting the
benchmark and charting the course.

The courses offered by the Sreenarayanaguru Open University aim to
strike a quality balance, ensuring students are equipped for both per-
sonal growth and professional excellence. The University embraces the
widely acclaimed “blended format,” a practical framework that harmo-
niously integrates Self-Learning Materials, ‘Classroom Counseling, and
Virtual modes, fostering a dynamic and enriching experience for both
learners and instructors.

The University aims to offef you an.engaging and thought-provoking ed-
ucational journey. The Bachelor of Business Administration programme
is highly coveted due to the current'demand for skilled professionals in
the field. This factor was, central to'our approach while designing the
curriculum fortthis course. Ity strikes'a balanced combination, providing
a profoundfunderstanding of theoretical concepts alongside a clear ex-
position of practical applications. We have been cautious in ensuring
that the management modules are balanced, preserving the integrity
and distinctiveness of the discipline. The Self-Learning Material has been
meticulously crafted, incorporating relevant examples to facilitate bet-
ter comprehension.

Rest assured, the university’s student support services will be at your
disposal throughout your academic journey, readily available to address
any concerns or grievances you may encounter. We encourage you to
reach out to us freely regarding any matter about your academic pro-
gramme. It is our sincere wish that you achieve the utmost success.

Best regards,

@

Dr. Jagathy Raj V. P 01-08-2026
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Unit —@

CRM and Its Strategic Necessities

Learning Outcomes

After completing this unit, the learner will be able to:

¢ explain the fundamental concepts of Customer Relationship Management
and its role in managing customer interactions and relationships

¢ narrate the strategic goals of CRM, including customer satisfaction,
loyalty, retention, and profitability

O familiarise learners with the processes and technologies businesses
employ to adopt CRM systems for unified eustomer experiences

¢ make them aware of the organisationalbenefits and challenges associated
with CRM adoption in diverse blisiness contexts

Prerequisite

Coca-Cola, operating in more tham 200 countries, faced the challenge of
fragmented custdmer data and thé'need to maintain brand consistency while
adapting to diverse localimarkets. To address this, the company adopted advanced
CRM platforms'su€has Salesforce, SAP, and Adobe Experience Platform. These
systems allowed Coca-Cola to unify its global operations, streamline customer
interactions, and build“a'centralised database of consumer profiles. For instance,
Adobe Experience Platform helped the company create over 152 million
consumer profiles across 129 countries, enabling highly personalised campaigns
tailored to regional preferences.

The goals of Coca-Cola’s CRM adoption were clear: strengthen customer
loyalty, improve operational efficiency, deliver personalised engagement, and
integrate global and local strategies. By segmenting customers into more than
2,200 groups and drawing insights from 27 data sources, Coca-Cola was able
to design marketing campaigns that resonated with specific audiences while
maintaining its global brand identity. This approach not only enhanced customer
satisfaction but also boosted revenue through effective cross-selling and upselling
opportunities.
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The outcomes of this CRM adoption were significant. Coca-Cola achieved
seamless management of billions of transactions worldwide, improved its ability
to adapt quickly to market changes, and reinforced its competitive edge. However,
the company also had to navigate challenges such as data privacy compliance
across jurisdictions and balancing global brand identity with local cultural
sensitivities. The learners will gain insight into the basic concepts of Customer
Relationship Management, the strategic goals it aims to achieve, and the practical
ways businesses adopt CRM systems to strengthen customer relationships,
enhance loyalty, and create unified experiences that drive sustainable growth.

Customer Relationship Management, CRM Goals, Four Rillars of CRM, Business
Adoption

Discussion

Customer Relationship Management (CRM) is a strategic approach that integrates
technology, processes, and people to strengthen relationships between businesses
and their customers. It begins with a.clear'definition of CRM as a system designed to
manage interactions, streamling’ communication;iand enhance customer satisfaction.
The goals of CRM extend beyond simplesdata management, focusing on building
loyalty, improving service \quality, ‘and /driving long-term profitability through
personalised engagementsBusiness adoption of CRM reflects its growing importance
in modern enterprisés, where organisations leverage CRM tools to align marketing,
sales, and service functionsj thereby creating a unified customer experience and gaining
a competitive edge i dynamic markets.

1.1.1 Introduction

Customer Relationship Management (CRM) is often seen as a way of using customer
databases to guide a company’s marketing. Many experts believe CRM is mainly about
keeping customers loyal, since research shows that retaining customers is more valuable
than constantly finding new ones. To achieve this, businesses use different methods,
especially after-sales services, to make customers happy so they stay with the company
and recommend its products to others. Information technology plays an important role
here, as it helps companies build one-to-one relationships by connecting customer data
with marketing strategies. This allows businesses to focus on their existing customers
and strengthen those ties.

Customer Relationship Management (CRM) is about putting the customer first.
Instead of just trying to sell products, businesses are encouraged to involve customers
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more deeply by communicating, sharing knowledge, and building trust. This approach
helps companies grow in the long term.

Attracting new customers is only the beginning. The real goal is to turn them into
loyal customers, which requires a clear strategy and consistent effort. CRM is therefore
seen as a process of attracting, maintaining, and strengthening customer relationships.

Another important part of CRM is identifying which customers are most profitable.
Companies need to design special marketing programmes that meet the needs of
these valuable customers. For example, a streaming platform might send personalised
notifications about new shows to its premium subscribers, or an online shopping app
might offer its loyal members exclusive early access to sales.

Table 1.1.1 Comparison Table for CRM, Relationship Marketing, Customer
Service, Customer Experience

Customer Customer
Relationship Relationship Customer .
Aspect . . Experience
Management Marketing Service (CX)
(CRM)
A long-term Direct support
A strategy and & -t SUpP The overall
approach to provided to .
technology system o perception
. building'and customers
" for managing . customers
Definition nurturing customer | before,
customer data and . . . have of a brand
. . relationships during,
interactions to . across all
through personalised and after .
strengthen loyalty: touchpoints.
engagement. purchase.
Data-driven Problem-
management Emotional and trust- solving, Holistic journey
Focus of customer based connection assistance, of the customer
interactions and with customers. and with the brand.
retention. satisfaction.
. . . E Deli
Retain customers, Build strong, lasting nsure cHver
. . . customer seamless,
increase loyalty, relationships that i : ..
Goal . satisfaction positive, and
and improve encourage repeat
- . and resolve memorable
profitability. business. . . i
issues quickly. experiences.
Personalised Omnichannel
Databases, communication Call centres,  design, user-
Methods/ CRM software, ’ help desks, friendly
. loyalty programmes, .
Tools analytics, IT chat support, interfaces,
. . long-term .
Integration. FAQ:s. emotional
engagement. .
branding.

SGOU - SLM - BBA - Customer Relationship Management

m
—C—~

i~

Mooy
SREENARAYANAGURU
GPEN UNIVERSITY



A food delivery

A clothing brand . A retailer
& A bank builds . app ensures
uses CRM . provides
trust by offering . smooth
software to track . quick . .
Example personalised ordering, timely
preferences and . . replacement .
. financial advice over . delivery, and
send tailored for a defective .
years. personalised
offers. product.
offers.
. . Immediate, Entire customer
. Continuous, with ~ Long-term, .
Time . - . oo short-term lifecycle, from
. . focus on retention  relationship-building .
Orientation : resolution of  awareness to
and data updates.  over time. .
issues. loyalty.
1.1.2 Definition

The concept of Customer Relationship Management (CRM) has evolved. Different
experts have tried to define it in ways that reflect what was understood at each stage.
Today, CRM is explained through several well known definitionsithat highlight its main

purpose and meaning.

Table 1.1.2 Comparative Table of CRM Definitions

Author(s) Key Focus

Contribution

Swift Enterprise approach;

Emphasises CRM as a way to influence

meaningful customer /behaviour for acquisition,
(2001) o : o
communications retentiong’loyalty, and profitability.
Parvatiyar Comprehensive strategy 4 »Defines CRM as a strategic process of
& Sheth and process; selective acquiring, retaining, and partnering with
(2001) customers customers to create superior value.
Stratégic, process- Positions CRM as a strategic, cross-
Lambert . . . . .
(2004) oriented, cross-functional, functional tool for superior financial
value-creating performance.
Bohling et  Continuing'dialogue; Highlights CRM as @ process of dlalqgue
. across touchpoints, offering customised
al. (2006) customised treatment . .
treatment to maximise profitability.
Shang & People, processes, Defines CRM as a system integrating
people, processes, and technology to
Feng Ko technology; long-term .
. : build profitable, long-term customer
(2006) relationships : .
relationships.
Reinforces CRM as an enterprise-level
Ngai et al.  Enterprise approach; approach to influence customer behaviour
(2009) communications for acquisition, retention, loyalty, and
profitability.
Effective tool; satisfied Views CRM as a tool to achieve
Shafia et al. . . .
2011) and loyal customers; satisfaction, loyalty, and increased market

market share

share.
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Customer Relationship Management (CRM) can be synthesised as: 4 strategic,
enterprise-wide approach that integrates people, processes, and technology to
understand and influence customer behaviour through meaningful communication and
customised engagement. It is both a philosophy and a process, aimed at acquiring,
retaining, and partnering with customers to create mutual value. CRM is cross-
functional, process-oriented, and value-creating, designed to build long-term loyalty,
enhance customer satisfaction, and maximise profitability, thereby contributing to
superior organisational performance and market competitiveness.

Customer Relationship Management (CRM) is a process that helps companies build
strong, long term relationships with their customers. It is not a one time activity but
something that must be updated regularly to match changing customer needs. The main
idea is to identify which customers bring the most value and then design personalised
interactions that make them feel special and connected to the company.

CRM also aims to delight customers so they stay loyal, recommend the company to
others, and act as brand ambassadors. For CRM to work well, employees must be fully
involved and empowered, and technology must be used effectively to support customer
interactions.

— —_

¢ -l:':—uataﬂgr
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Fig. 1.1.1 CRM
Examples

¢ Ecommerceplatformslike Amazonsendpersonalised productrecommendations
and offer loyalty rewards to frequent buyers.

0 Streaming services such as Netflix suggest shows based on viewing history,
making customers feel understood.

¢ Banks now provide not only savings accounts but also insurance, investment
options, and stock trading, all under one system, so customers feel they are
dealing with a single, unified organisation.

¢ Ride sharing apps like Uber allow customers to interact through multiple
channels, mobile apps, websites, or call centres, while recognising them at
every touchpoint.
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CRM means building long term, profitable, and mutually beneficial relationships

with

customers. It is about understanding their needs and responding with the right

products and services through multiple channels, making customers feel valued and
connected.

1.1.3 Types of CRM

Customer Relationship Management (CRM) is not just a one time activity; it is a
long term way of doing business with customers. It requires continuous support from
leadership and must be adapted to different sectors. There are several types of CRM,
each serving a specific purpose.

[ ]

il g

Analvtical CRM
ata Aralytim &

Sales Alerts &
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Fig. 1.1.2 Types of CRM

Operational CRM focuses on everyday customer interactions. It stores details
such as products purchased or past support calls, so staff can quickly access
information without repeatedly asking customers. For example, when you call
a mobile service provider, the agent can immediately see your plan details and
past complaints.

Analytical CRM studies customer data to understand behaviour and trends.
It helps companies design marketing campaigns, set prices, and develop new
products. For instance, an online shopping app may analyse purchase history to
suggest personalised offers. In the insurance sector, analytical CRM can be used
to set premium rates, find new customers, and identify opportunities for selling
additional policies.

Sales Intelligence CRM is designed for sales teams. It provides alerts about
opportunities such as cross selling or up selling, and tracks customer trends and




sales performance. For example, a car dealership CRM may notify staff when a
customer’s lease is ending, so they can offer a new model.

iv. Campaign Management CRM combines operational and analytical CRM.
It helps businesses plan and run marketing campaigns more effectively. For
example, a food delivery app may launch a festival discount campaign targeting
frequent users with personalised offers.

v. Collaborative CRM ensures that different departments, such as sales, support,
and marketing, share customer information. This gives a unified view of the
customer. For example, in a bank, the loan department and customer service
team can access the same customer data, so the customer does not have to repeat
details.

vi. Geographic CRM (GCRM) uses location data along with CRM. It helps
businesses identify customer demand in specific regions and plan routes for
visits. For example, a food delivery company may use GCRM to map customer
clusters and assign delivery partners efficiently.

vii. Social CRM (SCRM) : Social CRM integrates traditional CRM with social
media platforms to manage customer relationships through online engagement.
It focuses on listening to customer conversations, tracking sentiment, and
building communities by interacting directly on platforms like Facebook,
Twitter, or Instagram. This approac¢h helps businesses strengthen brand loyalty
and respond quickly to customer feedback. Example: A retail brand uses Social
CRM to monitor Instagram mentions, reply/to customer queries, and run
influencer-led campaigns#0 boost engagemerit.

viii. Mobile CRM (MCRM) : Mobile, CRM extends CRM functionalities to
smartphones and tablets, allowing employees to access customer data anytime
and anywhere dt'Supportsisales, sefvice, and marketing teams by enabling real-
time updates, communication, and decision-making while on the move. This
increases responsiveness and productivity, ensuring that customer interactions
are not delayed. Example: A sales executive uses a Mobile CRM app to update
meeting notes, checkdclient purchase history, and send follow-up emails
immediately aftet“aclient visit.

ix. AI CRM/ Intelligent CRM : Al CRM leverages artificial intelligence, machine
learning, and predictive analytics to automate insights and personalise customer
interactions. It helps businesses predict customer behaviour, identify churn
risks, and recommend products or services tailored to individual preferences.
By automating routine tasks and providing intelligent suggestions, Al CRM
enhances efficiency and profitability. Example: An e-commerce platform uses
AI CRM to recommend products based on browsing history and predict which
customers are likely to stop purchasing, allowing proactive retention strategies.

1.1.4 Objectives Of CRM

1. Understand customer behaviour and value: CRM uses technology and
people to study how customers act and how important they are to the company.
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1.1.5

Provide products and services customers want: By collecting feedback, CRM
helps businesses design products that match customer needs. For example, a
smartphone company may improve features based on user reviews.

Offer better customer service: CRM strengthens customer loyalty by helping
companies work together to deliver quick and high quality service. This keeps
existing customers happy and attracts new ones.

Retain existing customers and attract new ones: CRM builds long term
relationships by listening to customer feedback. A restaurant chain, for instance,
may use loyalty cards to keep regular customers while offering discounts to new
ones.

Reduce operating costs : Efficient CRM systems improve employee
performance and productivity, which lowers overall expenses. For example, a
call centre using CRM software can handle more queries in less time.

Support the marketing department : CRM helpsiidentify target audiences,
set goals, plan campaigns, and measure success. For example, a travel company
may use CRM insights to send personalised holiday offers te frequent travellers.

Need and Importance of CRM

Customer Relationship Management (CRM) is essential for all types of businesses,
small or large, across every industry. It helps companies build stronger connections
with customers and improve overall performance.

a.

Enhancing Customer/Experienee : CRM allows businesses to understand
customer preferences purchase history, and feedback. With this information,
companies can offer ‘personalised and quick service. When customers feel
valued and undeéfstood, their satisfaction and loyalty increase.

Example: (An onlin€ stere uses CRM to remember a customer’s favourite
products and sends personalised recommendations, making shopping easier and
more enjoyable.

Boosting Sales and Revenue : CRM helps track customer interactions and
identify potential buyers. By analysing this data, businesses can plan targeted
marketing and sales strategies that lead to higher sales and profits.

Example: A car dealership uses CRM to follow up with people who showed
interest in a new model, offering them test drives and special discounts.

Improving Communication: CRM provides a single platform for managing
communication through phone, email, social media, and live chat. This ensures
that customer queries are answered quickly and consistently, improving trust
and satisfaction.

Example: A travel agency uses CRM to manage customer messages from
different channels so that every inquiry, whether from WhatsApp or email, is
handled promptly.
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1.1.6 Components of CRM

COMPONENTS OF CRM

|
Marketing t Customer

|
I|I Automation | Service
|

Fig. 1.1.3 Components of CRM
i. Contact and Account Management

This is the main database of any CRM system. It collects and stores complete details
about customers and companies inone’place. Instead of keeping information in different
files or spreadsheets, it creates a single, cofaplete customer profile. This profile includes
communication history, purchase recofds, preferences, and interactions with different
departments. It helps every employee quickly understand the customer’s background
before interacting with them.

Example: Before calling a€lient)a manager can check their profile to see recent support
requests, upgrades, and preferred communication methods.

ii. Sales Automation

This part of CRM helps sales teams work faster by reducing manual tasks. It
automatically assigns new leads to the right salesperson, sets reminders for follow ups,
and tracks deals through different stages. It ensures that no opportunity is missed and
gives managers real time updates on sales progress.

Example: When a customer fills out an online enquiry form, the CRM assigns the lead
to a salesperson, sends a welcome email, and schedules a reminder for follow up.

ili. Marketing Automation

Marketing automation helps businesses reach the right audience with personalised
messages. It divides customers into groups based on their interests or behaviour and
runs targeted campaigns. The system tracks clicks, website visits, and downloads to
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identify potential buyers. When someone shows strong interest, the CRM passes the
lead to the sales team.

Example: If a shopper leaves items in their online cart, the CRM automatically sends
an email offering a discount to encourage purchase.

iv. Customer Service

This component helps support teams handle customer issues quickly and efficiently.
It turns complaints or queries from emails, calls, or chats into trackable tickets and
sends them to the right agent. It also maintains a knowledge base for quick solutions
and collects feedback after issues are resolved.

Example: If a customer posts about a problem on social media, the CRM converts it
into a support ticket and alerts the technical team to respond immediately.

v. Integration

Integration connects the CRM system with other business tools like accounting,
inventory, or e commerce platforms. It ensures smooth data flow between departments,
preventing errors and duplication.

Example: When a salesperson marks a deal as,completed, the ACRM automatically
triggers invoice generation, updates stock levels, and informsithe finance team.

1.1.7 CRM Goals

i.  High Level of Customer Sérvice

The main goal of CRM 18 to build customer loyalty and strong relationships.
Companies must work togetherias one team to provide excellent service. If customers
are not satisfied, they will look for, other options. Good service helps keep existing
customers and also‘attracts new,ones, which is often more difficult.

Example: A hotel chain uses CRM to track guest preferences, like room type or food
choices, so every stay feels pefsonalised, encouraging guests to return.

ii. High Level of Efficiency

CRM also aims to improve efficiency. It helps businesses work faster, reduce
mistakes, and save time. When employees are well-trained and use CRM tools
effectively, productivity increases and costs go down.

Example: A sales team uses CRM to automatically schedule follow ups and track deals,
allowing them to focus more on selling instead of paperwork.

iili. Low Level of Operating Costs

Reducing costs is another major goal. CRM helps manage resources wisely and
avoid unnecessary spending. By using workforce management systems and efficient
processes, companies can lower expenses while maintaining quality service.
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Example: A call centre uses CRM to route customer queries to the right agent, saving
time and reducing the number of repeated calls.

iv. Aiding the Marketing Department

CRM supports marketing by helping plan promotions, campaigns, and customer
outreach. It provides data to identify target audiences and measure success. Collaboration
among marketing staff ensures campaigns are effective and profitable.

Example: An online store uses CRM to send personalised festival offers to loyal
customers and track how many respond, helping improve future campaigns.

1.1.7.1 Four Pillars for Achieving CRM Goals

Four Pillars of CEM Coals

_ Goals v
' _* Technolo
“_' notogy

Fig. 1.1.4 Four Pillars of CRM Goals

a. People — Training Staff and Building a Customer First Culture

The first pillar is about people. Even the best CRM software will fail if employees
don’t use it properly or treat customers as just numbers. Staff must be trained to
understand how CRM helps them in their daily work, and leadership should encourage
a culture where customer satisfaction is valued as much as sales.

Example: A retail bank introduces a new CRM system. Instead of sending instructions
by email, they organise workshops for different roles. Staff are rewarded not only for
opening new accounts but also for keeping customers happy after each interaction.
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b. Strategy — Planning for Long Term Relationships

The second pillar is strategy. A CRM strategy is like a roadmap that shows what
the company wants to achieve with its customers. It focuses on building long term
relationships rather than just short term sales. Businesses must set clear goals, such as
reducing customer loss or increasing cross sales.

Example: A subscription software company notices many customers leave after one
year. They create a retention plan with regular check ins, helpful emails, and loyalty
discounts to keep customers engaged before their contracts end.

¢. Process — Creating Efficient Workflows

The third pillar is process. This means designing clear and efficient steps for customer
interactions. If processes are messy, automating them will only make things worse.
Companies must map out how leads are handled, how service requests are resolved, and
how communication flows across departments.

Example: An internet service provider sets up a process for,outages. If a repair is
delayed, the system automatically sends SMS updates to customers, routes calls to
backup support, and applies billing credits to affected accounts.

d. Technology — Using CRM Software Effectively

The fourth pillar is technology. CRM software acts as the engine that stores all
customer information in one place. It allows automation, data tracking, and analytics to
support better decisions. Technology,must'be secure, scalable, and connected to other
systems like accounting or e commerce.

Example: A manufacturing company uses a ¢cloud based CRM. It collects web enquiries,
links past orders, and analyses buying patterns. The system alerts sales staff when a
client is due for a reotder, helping thema@ach out proactively.

1.1.8 Business‘Adoption of CRM

Customer RelationshipsManagement (CRM) is becoming essential because of both
customer demand and technological supply. On the demand side, customers expect
personalised, high quality services that match their lifestyles and needs. On the supply
side, advances in technology and lower costs make CRM easier and more affordable to
adopt. This combination means businesses cannot ignore CRM if they want to remain
competitive. For example, banks use CRM systems to track customer preferences and
offer customised loan or savings products.

a. Rising Customer Expectations

Customers in emerging economies such as India, China, and Brazil are becoming
wealthier and more demanding. A growing middle class with double incomes is willing
to pay for better services and often outsources household tasks like cooking or cleaning.
This shift creates a strong service economy where customers act as partners in shaping
products and services. They are no longer passive buyers but active participants who
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influence offerings. For example, in India, professionals prefer customised mobile plans
that suit their busy work schedules.

b. Media Explosion and Awareness

The rapid growth of television, internet, and social media has given customers more
information than ever before. In countries like China and India, millions of households
now own TVs, which has raised awareness about global products and lifestyles.
Customers compare brands across countries and expect similar quality and variety. This
exposure has raised aspirations and made customers more demanding of businesses.
For example, a shopper in Brazil may see an international fashion brand online and
expect local stores to offer the same style.

c. Customer Diversity

Customers today are diverse in age, income, lifestyle, and ethnicity, which makes
mass marketing less effective. They want personalised products and services that reflect
their unique identities. In the United States, minority groups such as Hispanics, African
Americans, and Asians make up a large part of the workforce.“This diversity increases
demand for customised offerings in food, clothinggand entertainment. For example,
food companies now produce products that cater to different cultural tastes, such as
Hispanic style frozen meals.

d. Affordable Technological Advances

Technology has made it easier for businesses to customise products and services
at lower costs. Tools like computéfiaided design and flexible manufacturing allow
companies to produce tailoreddgoods quiekly and efficiently. Distribution systems use
scanners and databases to deliver products faster and reduce shortages. These advances
give companies a competitive, edge whileé meeting customer needs. For example,
Amazon uses advanced logistics te_ensur€ customers receive their orders quickly and
accurately.

e. Internet and Facilitation

The internet connectssbuSinesses directly with customers, reducing the need for
middlemen. This lowers costs and allows even small businesses to reach global markets.
Airlines and banks now sell tickets and services online, saving money for both the
company and the customer. Customers benefit from convenience and instant access to
services. For example, travellers can book flights directly on airline websites instead of
going through travel agents.

f. Personalised Consumption

Technology also allows customers to personalise their consumption experience.
Login IDs and data tracking help companies understand individual preferences and
offer customised products. Customers can even act as co producers by shaping the
product during purchase. This makes them feel more involved and satisfied with the
outcome. For example, Dell.com lets buyers design their own computers, and Netflix
recommends shows based on viewing history.
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g. Final Takeaway

Customers are richer, more informed, and more diverse, which makes personalisation
essential. At the same time, technology has made it affordable for businesses to meet
these expectations. Together, these factors make CRM a necessity rather than a
choice. Companies that adopt CRM can offer customised services and build stronger
relationships with customers. For example, e commerce platforms use CRM to suggest
products based on past purchases, increasing customer satisfaction and loyalty.

1.1.9 Challenges in CRM implementation

Challenges in CRM implementation arise from issues such as poor data quality,
employee resistance, and high implementation costs, which can hinder effective adoption
and usage. Additionally, concerns over privacy, cybersecurity risks, and difficulties in
integrating CRM with legacy systems make the process complex and demand careful
planning and management.

i. Data Quality

One of the biggest challenges in CRM implemientation is maintaining accurate
and reliable customer data. Poor data quality, suchas duplicate records, outdated
information, or incomplete entries, can lead«o ineffective,decision-making. Without
clean data, CRM insights lose their value and customer engagement strategies may fail.

ii. Employee Resistance

Employees often resist CRMgadoption duente fear of change, lack of training, or
perceived increase in workload. This reSistance can reduce the effectiveness of the
system, as CRM requires active participation from staff across departments. Overcoming
this challenge involves proper training, communication, and demonstrating the benefits
of CRM to employees.

iii. Privacy Concerns

CRM systems collect and store sensitive customer information, which raises privacy
and data protection issues. Customers may hesitate to share personal details if they feel
their data is not secure. Organisations must comply with privacy regulations and build
trust by ensuring transparency and safeguarding customer information.

iv. Integration with Legacy Systems

Many businesses struggle to integrate CRM with existing legacy systems. Older
platforms may not be compatible with modern CRM software, leading to inefficiencies
and data silos. Successful implementation requires careful planning, system upgrades,
or middleware solutions to ensure seamless integration.

v. Implementation Cost

CRM implementation can be expensive, involving software purchase, infrastructure
upgrades, training, and ongoing maintenance. For small and medium enterprises, the
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high cost can be a barrier to adoption. Businesses must weigh the long-term benefits
against the initial investment to justify the expenditure.

vi. Cybersecurity

Since CRM systems store large volumes of customer data, they are prime targets
for cyberattacks. Breaches can damage customer trust and lead to legal consequences.
Strong cybersecurity measures, such as encryption, access controls, and regular audits,
are essential to protect CRM systems from threats.

® Recap

¢ CRM integrates people, processes, and technology to manage customer
relationships, ensuring that organisations can deliver consistent,
personalised, and efficient interactions across all@ustomer touchpoints.

0 The primary goals of CRM are customer satisfactiony loyalty, retention,
and profitability, which together help buSinesses build long term value
and sustainable growth.

O There are several types of CRM dncluding Operational, Analytical, Sales
Intelligence, Campaign Management, Collaborative, and Geographic
CRM, each serving a distinct|purpose in managing customer data and
interactions.

0 The objectives of .CRM inglude understanding customer behaviour,
improving service| quality,gretaining existing customers, and reducing
operating costs, thereby strengtheéning overall business performance.

¢ CRM is umportant becausé€it enhances customer experience, boosts sales,
improves communication, and lowers expenses, making it a vital tool for
competitivéness in modern markets.

¢ The key compenents of CRM are Contact and Account Management,
Sales Automation, Marketing Automation, Customer Service, and
Integration, which together create a unified system for managing customer
relationships.

¢ The Four Pillars of CRM Goals are People, Strategy, Process, and
Technology, which must work in harmony to achieve customer loyalty,
efficiency, and profitability.

¢ Business adoption of CRM is driven by rising customer expectations,
increasing diversity, media exposure, affordable technological advances,
and internet facilitation, making CRM a necessity rather than a choice in
today’s business environment.

16 SGOU - SLM - BBA - Customer Relationship Management m

i~

Mooy
SREENARAYANAGURU
GPEN UNIVERSITY




Objective Questions

What is the primary purpose of CRM in business?
What is the main function of Analytical CRM in an organisation?

Which aspect of customer management does Operational CRM primarily
focus on?

Name the Four Pillars of CRM Goals.
How does CRM help businesses reduce operating costs?

Which type of CRM combines both operational and analytical functions
to support marketing campaigns?

What kind of data does Geographic CRM use, and what is its purpose?
What is considered the main goal of CRMyin modern business practices?

In what way does CRM support the marketing department of an
organisation?

Answers

Build customer loyalty and long term profitability.
Analyseustomer data‘toidesign campaigns and products.
Manage daily customer interactions and service.

People, Strategy, Ptocess, Technology

Automates tasks, improves efficiency, and avoids duplication.
Campaign Management CRM

Geographic CRM uses location data. It's purpose is to identify customer
demand in specific regions and plan routes for visits.

To build customer loyalty and strong relations

Helps plan campaigns, target audiences, and measure success.

SGOU - SLM - BBA - Customer Relationship Management 17




Self-Assessment Questions

& & &= ¥

10.

I1.

12.

13.

14.

15.

16.

17.

18

Define Customer Relationship Management (CRM) and explain its
primary purpose in business.

List and describe the different types of CRM (Operational, Analytical,
Sales Intelligence, Campaign Management, Collaborative, Geographic).

State the Four Pillars of CRM Goals and briefly explain each.
Identify the main objectives of CRM with suitable examples.
Explain how CRM helps businesses build customer loyalty and retention.

Describe the importance of CRM in enhancing customer experience with
examples from service industries.

Discuss the role of technology in CRM adoption and its impact on
customer interactions.

Explain how CRM supports marketing departments/in planning and
executing campaigns.

Apply the concept of Analytical CRM to design a marketing campaign
for an e commerce company.

Show how Operational CRMjcan 1mprove customer service in a call
centre environment.

Demonstrate_how ‘GeographicACRM can be used by a food delivery
company o optimise routess

Compare and«€ontrast Operational CRM and Analytical CRM in terms of
their functions and benefits.

Analyse the challenges businesses face in adopting CRM systems across
diverse markets.

Examine how CRM reduces operating costs through automation and
efficiency.

Evaluate the impact of customer diversity and rising expectations on
CRM adoption.

Assess the effectiveness of CRM in balancing global brand identity with
local cultural preferences.

Critically evaluate the importance of the Four Pillars (People, Strategy,
Process, Technology) in achieving CRM goals.
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18.

19.

Judge the role of CRM in improving communication across multiple
customer touchpoints.

Evaluate how CRM contributes to sustainable competitive advantage in
modern business.

Assignments

Design a CRM strategy for a start up company aiming to expand into
international markets.

Propose a CRM framework for a healthcare organisation to improve
patient engagement.

Develop a CRM based loyalty programme for a retail chain to increase
customer retention.

Create a case study showing how CRMy.can transform customer
experience in the travel industry.
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Unit —@

Conceptual Foundations of CRM

Learning Outcomes

After completing this unit, the learner will be able to:

¢ explainthe evolution of Customer Relationship Management (CRM) from
its early transactional focus to modern relationship driven approaches,
highlighting how practices have changed over time

0 narrate the impact of CRM on businesses, including improvements in
customer loyalty, profitability, and the ability te deliver personalised
services

¢ familiarise learners with the major schoolshof thought on CRM, such
as strategic, operational, and analytical perspectives, and how each
contributes to customer management

¢ make them aware of the CRM framework that integrates people,
processes, and technology to create unified customer experiences and
sustainable business growth

Amazon’s journey with™ Customer Relationship Management (CRM)
demonstrates how thépractice has evolved. In its early years, CRM was mainly
transactional, focusing on recording purchases and sending basic updates. As
customer expectations grew, Amazon shifted towards relationship driven CRM,
using browsing history and purchase behaviour to personalise recommendations.
This evolution highlights the transition from simple record keeping to advanced
predictive analytics that shape customer experiences.

The impact of CRM on Amazon has been significant in terms of customer
loyalty, profitability, and efficiency. By analysing customer data, Amazon
improved repeat purchases and built trust through personalised services. CRM
also reduced marketing costs by targeting customers with relevant offers instead
of mass campaigns. The company strengthened retention through loyalty
programmes and customised deals.
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Amazon’s CRM practices reflect different schools of thought. From a strategic
perspective, CRM is used to build long term customer relationships and brand
loyalty. From an operational perspective, CRM integrates customer service,
logistics, and marketing to deliver seamless experiences. From an analytical
perspective, CRM uses big data and machine learning to predict customer needs
and behaviours. Together, these schools of thought show how CRM is both a
philosophy and a practical tool guiding business growth.

The CRM framework at Amazon integrates people, processes, and technology
to create unified customer experiences. Employees use CRM insights to improve
service, processes are designed for quick fulfilment, and technology enables
personalisation at scale. Customer data flows across departments, ensuring
a single view of each customer. This framework allows Amazon to deliver
consistent experiences across multiple channels such as website, mobile app,
and voice assistants. This unit makes them aware of the evolution of CRM, its
impact on business performance, the different schools of'theught that shape CRM
practices, and the framework that integrates people, processes, and technology
for effective customer relationship management,

Evolution of CRM, School 0f Thoughts, Anglo-Australian Approach, Nordic
Approach, North American‘/Approachf CRM Framework

1.2.1 Evolution of CRM

Customer Relationship Management (CRM) is about helping a business succeed
by understanding its customers well, communicating effectively, providing what they
need, and building strong, lasting relationships. It is not only about keeping current
customers satisfied but also about attracting new ones.

Different people understand CRM in different ways. Some think it means personalised
one to one marketing, others connect it with call centres or database marketing, and
many see it mainly as a technology tool. In simple words, CRM is about managing
customer relationships so that both the company and the customer benefit.

Examples

¢ Clothing Brand: Uses CRM software to track customer preferences, send
personalised offers, and provide quick support through a call centre.
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¢ Food Delivery App: Remembers past orders, suggests favourite dishes, and
offers discounts to loyal customers.

¢ Bank: Provides a single platform where customers can access savings accounts,
insurance, and investment services, making them feel valued and recognised.

¢ Streaming Service: Suggests movies or shows based on viewing history,
creating a personalised experience that keeps customers engaged.

1.2.1.1 CRM in Traditional Business Practices

Building customer relationships is not a new idea. Merchants and traders have
been doing it for centuries. Their businesses were based on trust and personal care.
They adjusted products, delivery, and payment methods to suit each customer.
They remembered customer preferences, gave personal attention, and built friendly
connections. In many cases, these relationships went beyond business and included
social interactions.

Example: A local tailor in a village might know the exact fabrie,and style each family
prefers, greet them warmly, and even attend family events, strengthening the bond
beyond just selling clothes.

1.2.1.2 Impact of the Industrial Reyolution

The Industrial Revolution changed how businesses operated. Companies moved
towards mass production, mass communication, and mass distribution. This made
products cheaper and increasedéefficiency. Howewver, it also created distance between
manufacturers and customers. Antermedidries like distributors, wholesalers, and retailers
became important, which reduced direet contact and weakened personal relationships.

Example: A large textile factorysprodu€ing thousands of identical shirts sells them
through big retail stores. Customers buy from the store, not directly from the factory, so
the personal connectiondbetween producer and buyer is lost.

1.2.1.3 Return of Relationship Practices in the Modern Era

In the period after the industrial age, businesses started to rebuild strong customer
relationships. This change happened because of several important factors that made
companies realise the value of long term connections with their customers.

1. Rapid Advances in Technology

Modern technology, especially computers, the internet, and mobile apps, made it
easier for businesses to collect customer information and interact with them directly.
Companies could now personalise services and respond quickly to customer needs.

Example: Online platforms like Amazon use customer purchase history to recommend
products, making customers feel understood and valued.
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2. Intense Competition in Most Markets

With many companies offering similar products, businesses needed to stand out. One
way to do this was by building strong relationships with customers so they would stay
loyal and not switch to competitors.

Example: A mobile service provider may offer special loyalty rewards or discounts to
keep customers from moving to another company.

3. Growing Importance of the Service Sector

Services such as banking, healthcare, and hospitality depend heavily on direct
customer interaction. In these industries, personal attention and trust are essential,
which encourages businesses to focus more on relationships.

Example: A hotel chain may remember a guest’s room preferences and provide
personalised services during each stay, making the guest feel valued.

4. Adoption of Quality Management Programmes

Quality management programmes, like Total, Quality Management (TQM),
encouraged businesses to improve customer satisfaction and 'build trust. These
programmes highlighted that long term success.depends on keeping customers happy.

Example: A car company may use custgmer feedback to improve its vehicles and
provide better after sales service, ensuring customers remain loyal.

High
f
\
Relationship .
Orientatian .
- -r..-
lh -
Fre-Industrial Era ndusirial Era Aformation Era
{Relationship (Product Centric) (Relationship
Lentrnic-5mall Scals) Centric-Large 5cale)
The Evolution of Relationship Orientation

Fig. 1.2.1 The Evolution of Relationship Orientation
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The graph shows how relationship orientation (the importance of customer
relationships) has changed over time:

¢ Prelndustrial Era: Businesses were small and personal, so customer relationships
were strong and trust based (high orientation).

O Industrial Era: Mass production and intermediaries reduced direct contact,
weakening relationships (low orientation).

¢ Information Era (Modern Era): Technology, competition, services, and quality
programmes brought back strong customer focus, but now on a large scale (high
orientation again).

This U shaped curve means that businesses first valued relationships, then moved
away during industrialisation, and finally returned to relationship centric practices in
the modern era.

1.2.1.4 Technological Advancement in CRM
1. Technology Brings Businesses Closer to Customers

Modern information, communication, and produetion technologies have helped
companies connect more closely with their ecustomers. Businesses across industries,
from packaged goods to services, beganfusing these,tools to understand customer
needs, interact more often, and build stronger bonds. Technology made it easier to
collect customer data, respond quickly, and provide seryices such as ordering, delivery,
and product support.

Example: Food delivery app$ like Swiggyior Uber Eats track customer preferences,
suggest favourite dishes, and give real time delivery updates, making customers feel
cared for.

2. Technology as an Enabler

Even though CRM"grew rapidly in the information age, technology itself is only a
supporting tool. The real purpese is building strong customer relationships. Technology
helps overcome the weaknesses of old style mass marketing by making customer contact
faster, more interactive, and more personalised.

Example: Banks use mobile apps to let customers check balances, transfer money, and
chat with support staff instantly, something that was not possible in traditional mass
marketing.

3. Cloud CRM

Cloud CRM stores customer information on remote servers and allows employees
to access CRM from anywhere using the internet. It reduces infrastructure costs and
improves collaboration among departments.

Example: Salesforce and Zoho CRM allow sales teams to update customer information
from different locations in real time.
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4. Mobile CRM

Mobile CRM enables employees to access customer information through
smartphones and tablets while travelling or working remotely. This improves customer
responsiveness and sales productivity.

Example: A pharmaceutical sales representative updates doctor visit reports instantly
using a mobile CRM application.

5. APIs (Application Programming Interfaces)

APIs connect CRM software with other business applications such as ERP, accounting
software, payment gateways, and marketing automation tools. This ensures smooth
data sharing across systems.

Example: HubSpot CRM integrates with Gmail, WhatsApp, and Shopify using APIs.
6. Internet of Things (IoT)

IoT devices continuously collect customer usage data and'send it directly to CRM
systems. Businesses can monitor products remotely, and provideyproactive customer
support.

Example: A smart air conditioner automatically motifiesythedservice centre when
maintenance is required.

7. Big Data Analytics

Big Data enables CRM systems§to analyse hugéwvelumes of structured and unstructured
customer information from multiple soufees. It helps organizations understand buying
behaviour and market trends.

Example: Amazon analyses millions of eistomer transactions to recommend products.
8. Machine Learning (ML)

Machine Learning identifies’ hidden patterns in customer data and predicts future
behaviour without expli€itfprogramming. It improves sales forecasting, customer
segmentation, and churn prediction.

Example: Netflix recommends movies based on previous viewing history.
9. Generative Al

Generative Al creates personalized emails, marketing campaigns, chatbot responses,
and customer service content automatically. It reduces manual work and improves
customer engagement.

Example: Microsoft Dynamics 365 Copilot drafts personalized customer emails based
on previous interactions.
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1.2.1.5 Problems Solved by Technology in CRM
1. High Costs of Mass Marketing

In the 1980s and 1990s, companies managed to cut costs in areas like manufacturing,
human resources, and finance through outsourcing and restructuring. But marketing
costs kept rising because competition was strong and products were very similar across
industries. Technology helped solve this by making marketing more targeted and
efficient.

Example: Instead of spending a huge amount on TV commercials that reach everyone,
companies now use social media ads that target only the right audience, saving money
and increasing effectiveness.

2. Slow and Ineffective Customer Contact

Traditional marketing did not have quick or interactive ways to connect with
customers or get feedback. Technology introduced toolsdike emails, chatbots, and
online surveys, which made communication faster and more effective.

Example: E commerce websites ask customers fordnstant product reviews right after
purchase. This helps businesses improve quickly and respond to customer needs in real
time.

3. Scattered Customer Information

Earlier, businesses struggled because customer information was spread out in different
places and not organised. Technology allowed'eempanies to store and consolidate all
customer data in one system§ making if €asier to track purchases, preferences, and
future potential.

Example: Amazon keéps a record of what customers buy and browse, then uses this
information to recommend products that match their interests, creating a personalised
shopping experience.

1.2.1.6 Intensive Compefition in Modern Markets
a. Focusing on Existing Customers

In markets where growth is slow or stagnant, companies realised it is smarter to
focus on their current customers instead of always chasing new ones. Research shows
that attracting a new customer can cost 10 -12 times more than keeping an existing one.
This means retaining loyal customers is far more profitable.

Example: A gym may offer special discounts or personalised training plans to existing
members instead of spending heavily on advertising to attract new people.

b. Lifetime Value of Customers

Businesses now look at the lifetime value of customers, the total worth of a customer
over the entire relationship. Instead of just selling one product, companies try to
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understand customer needs and keep them satisfied over time. This approach builds
trust and long term loyalty.

Example: A telecom company may first sell a mobile plan to a customer, then later
offer broadband, streaming services, or family packages to the same customer.

c¢. Opportunities for Cross Selling

By maintaining strong relationships, companies can also cross sell other products and
services to the same customer. This means offering additional items that complement
what the customer already uses. It not only increases sales but also strengthens the bond
between the business and the customer.

Example: A bank may start with a savings account, then later offer credit cards,
insurance, or investment services to the same customer.

1.2.1.7 Growing Importance of the Service Sector
i.  Contribution to the Economy

The service sector has become one of the most important parts of modern economies.
In developed countries, it contributes more than two thirds.of the total GDP, and in India,
it makes up more than half of the economy«This'shows how sérvices like banking,
healthcare, education, and hospitality play/ central role,in growth.

Example: In India, IT services and outsourcing companies contribute significantly to
the economy by providing jobs andsearning foreign exchange.

ii. Direct Interaction with Customers

Unlike manufacturing, services involve' direct contact between the provider and
the customer. For example, doctors, consultants, or teachers are directly involved in
both producing and‘delivering their services. Customers also participate in the process,
which makes the relationship more personal and interactive.

Example: A teacher not only delivers lessons but also interacts with students, answers
questions, and adapts teaching methods based on student needs.

iii. Building Emotional Connections

Because of this direct contact, businesses in the service sector can understand customer
needs better, build emotional connections, and strengthen long term relationships. That
is why industries like banking, hospitality, telecom, and airlines were among the first to
adopt CRM practices extensively.

Example: Hotels use CRM systems to remember guest preferences, such as favourite
room types or food choices, and provide personalised experiences during future visits.
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1.2.1.8 Adoption of Total Quality Management (TQM)
a. Delivering High Quality at Competitive Prices

Total Quality Management (TQM) programmes help companies provide high quality
products and services while keeping prices competitive. To achieve this, businesses
must work closely with customers, suppliers, and intermediaries, building strong
partnerships across the entire marketing system.

Example: A car manufacturer works with suppliers to ensure every part meets strict
quality standards, while also listening to customer feedback to improve designs.

b. Building Partnerships for Quality

Companies like Toyota and Intel created close relationships with both suppliers and
customers to maintain consistent quality. These partnerships ensured that everyone in
the supply chain worked together to meet high standards.

Example: Toyota’s long term partnerships with suppliers guarantee reliable parts, while
its loyalty programmes strengthen customer trust and satisfaction.

c. Rising Expectations and Competitive Advantage

As customer expectations grew and markéts became more fragmented, businesses
needed sustainable ways to stand out. One of the strongest advantages is the relationship
a company builds with its customers, which competitors cannot easily replicate.

Example: Intel maintains strongeetiStomer relationships by offering reliable support
and consistent product quality,dmnaking customers more likely to stay loyal.

1.2.1.9 Emerging Trendsin CRM
1. AI Powered CRM

CRM systems nowstse artificial intelligence to analyse customer data and predict
behaviour. They help businesseés automate tasks like lead scoring, forecasting, and
customer support. This makes customer management faster and more accurate.

Example: Salesforce Einstein, an integrated Al technology suggests which leads are
most likely to buy, saving sales teams time.

2. Agentic AI (Autonomous Execution)

Modern CRMs include Al agents that can act independently without human input.
They handle routine tasks such as sending follow up emails or resolving simple customer
queries. This reduces workload and ensures customers get quick responses.

Example: Zoho Zia automatically replies to basic customer service questions like
password resets.
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3. Hyper Personalisation

CRMs now deliver highly customised experiences by studying customer preferences
and behaviour. Instead of generic offers, customers receive tailored recommendations
and communication. This makes them feel valued and increases loyalty.

Example: Amazon’s CRM suggests products based on each shopper’s browsing and
purchase history.

4. Privacy First CRM

With stricter data laws, CRMs focus on protecting customer information. They
include features like consent tracking, secure storage, and easy data deletion. This
builds trust and ensures businesses follow regulations.

Example: HubSpot CRM allows customers to opt out of data collection with one click.
5. Vertical Specific CRM Solutions

CRMs are now designed for specific industries like healtheare, education, or real
estate. These systems come with built in workflows, and compliance tools tailored to
that sector. This makes adoption easier and more effective.

Example: Real Estate CRM platforms manage propeity listingss€lient visits, and legal
paperwork in one place.

6. RevOps Integration

Revenue Operations ( RevOp§') integration ¢onnects marketing, sales and customer
service tools into one shared system. £LRM has expanded beyond sales to include
marketing and customer success. All departments share one platform, creating a unified
view of the customer jousney. This improyes collaboration and customer satisfaction.

Example: HubSpgt integrates,marketing campaigns, sales pipelines, and customer
support tickets in a singlé dashboard.

7. No Code & Composable/CRM

Businesses want flexible CRMs that can be customised without coding. Drag and
drop tools let users design workflows quickly, while composable CRMs connect
different apps through APIs. This reduces costs and speeds up adoption.

Example: Monday.com CRM lets managers build custom dashboards with simple
drag-and-drop.

8. Conversational Al

Conversational Al enables intelligent chatbots and virtual assistants to interact with
customers naturally through text or voice. These systems provide instant responses and
improve customer satisfaction.

Example: A banking chatbot answers balance enquiries and loan questions 24/7.
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9. Voice CRM

Voice CRM allows employees to interact with CRM systems using voice commands
instead of typing. This improves productivity during meetings and field visits.

Example: A salesperson updates customer meeting notes using voice commands while
driving.

10. Predictive Analytics

Predictive Analytics uses historical customer data and statistical models to forecast
future customer behaviour. It helps businesses identify customers likely to purchase or
discontinue services.

Example: An insurance company predicts policy renewals and targets customers with
renewal offers.

11. Blockchain in CRM

Blockchain provides secure, transparent, and tamper-proof storage of customer
transactions and consent records. It enhances trust and improvesidata security.

Example: Healthcare organisations securely share patient records while maintaining
privacy.

12. Responsible Al

Responsible Al ensures CRM systems operate fairly, transparently, securely, and
without discrimination. It promotes_ethicalyuse of customer data and Al-generated
recommendations.

Example: Banks regularly audit Al-based loan approval systems to eliminate bias.

Table:1.2.1 Traditional CRM vs Modern CRM

Basis Traditional CRM Modern CRM
Customer Focus * Transaction-oriented Relationship-oriented
Communication Face-to-face, telephone, = Omnichannel (Email, Social Media,

lettérs Chat, Apps)
Customer Data Manual records Centralised digital database
Technology Limited use of computers Cloud, Al IoT, Analytics
Marketing Mass marketing Personalised marketing
Decision Making Experience-based Data-driven
Customer Service Reactive Proactive and predictive
Accessibility Office-based Anytime? anywhere through cloud

and mobile

Customfar One-way communication Two-way engagement
Interaction
Goal Increase sales Build long-term customer lifetime

value
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1.2.2 Impact of CRM

Customer Relationship Management (CRM) has a profound impact on modern
businesses by improving customer satisfaction, streamlining operations, and driving
profitability. It enables companies to build long-term relationships, reduce costs, and
create personalised experiences that strengthen loyalty.

1.2.2.1 Key Impacts of CRM
1. Enhanced Customer Relationships

CRM systems allow businesses to collect and analyse customer data, such as
preferences, purchase history, and feedback. This helps companies deliver personalised
experiences that make customers feel valued and understood. For instance, a clothing
retailer can use CRM to recommend outfits based on a customer’s past purchases,
increasing satisfaction and loyalty.

2. Improved Efficiency and Productivity

By automating routine tasks like sending emails, scheduling follow-ups, and
assigning leads, CRM reduces manual workload for employees. This allows staff to
focus on more strategic activities such as building relationships and closing deals. For
example, Bailey International implemented CRM “automatiofi to reduce call-answer
times by 15%, which significantly improved customer service efficiency.

3. Better Customer Retention

CRM helps businesses tragk customer interactions and anticipate future needs,
which is crucial for retaining/existing clientss When customers receive timely support
and personalised offers, they ‘ate more likely to stay loyal to the brand. For instance,
Netflix uses CRM analytics to teéecommend shows based on viewing history, keeping
subscribers engaged and reducing churn.

4. Data-Driven Degision Making

CRM systems providepvaltiable insights into customer behaviour, sales trends, and
marketing effectiveness. These insights enable managers to make informed decisions
about product development, pricing strategies, and promotional campaigns. For
example, banks use CRM to analyse customer portfolios and offer integrated services
like savings, insurance, and investments, ensuring customers feel recognised and
supported.

5.  Omnichannel Customer Experience

CRM ensures that customer interactions are consistent across multiple platforms such
as websites, mobile apps, call centres, and physical stores. This seamless experience
builds trust and convenience for customers who expect uniform service. For instance, a
food delivery app uses CRM to remember past orders, suggest favourites, and provide
discounts across app notifications, emails, and chat support.
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6. Competitive Advantage

Companies that effectively use CRM can differentiate themselves by offering superior
service and responsiveness compared to competitors. This advantage helps them
attract new customers while retaining existing ones. For example, Salesforce clients
often report higher customer satisfaction and faster growth because CRM integrates
marketing, sales, and service into one unified system.

Table 1.2.2 Key Impacts of CRM

Impact Area Benefit Example
Customer Personalised engagement, Clothing brand offers tailored
Relationships loyalty promotions
Efficiency & Automation reduces Bailey International cut call
Productivity workload times

Anticipates needs, reduces

Customer Retention Netflix recommendations

churn
Data-Driven Decisions Insights for strategy Banks integrating services
Omnichannel )
) Seamless across channels  Food delivety apps
Experience
Competitive Differentiation ifi service .
. Salesforce clients
Advantage quality

1.2.3 Schools of Thought on CRM
Shift Towards Relationship Marketing

Researchers acrossthe worldnoticed that businesses were moving away from purely
transactional marketing (focused only on sales) and towards building long-term customer
relationships. This ehange sparked interest in studying different ways of managing
customer relationships. Over time, three main approaches to Customer Relationship
Management (CRM) emerged: the Anglo-Australian Approach, the Nordic Approach,
and the North American Approach.

1.2.3.1 Anglo-Australian Approach

This approach combines ideas from quality management, services marketing, and
customer relationship economics. It explains relationship marketing as a way to improve
service quality, build trust, and ensure that customer relationships are profitable in the
long run.

Example: A hotel chain in Australia might use CRM to monitor guest feedback, improve
service standards, and offer loyalty discounts. This ensures guests return, making the
relationship both high-quality and economically beneficial.

m SGOU - SLM - BBA - Customer Relationship Management 33
—C—~

ey et

SREENARAYANAGURU
OPEN UNIVERSITY



Quality
Management

Services Customer
Marketing Relationship
Concepts Economics

Relationship
Marketing

Anglo-Australian Approach of Relationship Markiting
Fig. 1.2.2 Anglo-Australian Approach

The Anglo Australian approach argues that relationship marketing is not just about
selling but about integrating:

1. Quality Management : Delivering consistent, reliable service builds trust.

2. Services Marketing : Engaging customers through effective communication
and service delivery.

3. Customer Relationship Economic¢s : Recognising that loyal customers are
more profitablé over time.

Together, these elements explain why businesses shifted towards building long term
customer relationships rather than focusing only on one time transactions.

1.2.3.2 Nordic Approach

The Nordic view sees relationship marketing as a mix of interactive network theory,
services marketing, and customer relationship economics. Interactive network theory
suggests that marketing is not a one-way process but an ongoing interaction between
businesses and customers. Here, building strong networks and relationships is the main
concern.

Example: In Nordic countries, industrial firms often collaborate closely with suppliers
and clients. A machinery company might use CRM to maintain long-term partnerships,
share technical updates, and co-develop solutions with clients, showing that marketing
is about interaction and cooperation rather than just selling.
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Fig. 1.2.3 Nordic Approach to Relationship Marketing

1. Interactive Network Theory

¢ This theory sees marketing as|an interactiveé process where businesses,
customers, suppliers, and other stakeholders arg all connected in a network.

¢ It emphasises cooperation, communication, and long term relationship building
rather than one time transactions.

¢ Example: A manufacturing company in Sweden works closely with its suppliers
and clients tefco develop maehinery solutions. The relationship is ongoing and
interactive/not justabout selling a product once.

2. Services Marketing

¢ Services marketing focuses on how services are designed, delivered, and
promoted to meet customer expectations.

¢ It highlights the importance of customer satisfaction, trust, and continuous
engagement, especially in industries where service quality is critical.

0 Example: A hospital in Finland uses CRM to send appointment reminders,
follow up care instructions, and personalised health tips, ensuring patients feel
supported beyond the initial service.

3. Customer Relationship Economics
¢ This concept stresses the economic value of long term customer relationships.

¢ Loyal customers are more profitable because they buy more, stay longer, and
often recommend the business to others.
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0 Example: A subscription based software company in Denmark offers discounts
and premium features to long term clients, recognising that retaining customers
is more cost effective than constantly finding new ones.

4. Relationship Marketing

¢ At the centre of the diagram, where all three circles overlap, lies Relationship
Marketing.

¢ This shows that the Nordic approach defines relationship marketing as the
integration of interactive networks, service excellence, and economic value.

¢ It’s a holistic view: marketing is not just about selling but about building trust,
maintaining networks, and creating mutual benefits over time.

1.2.3.3 North American Approach

The North American approach generally focuses on teéehnology-driven CRM. It
emphasises using databases, analytics, and IT systems to manage customer information
and create personalised marketing strategies.

Example: A US-based e-commerce platform might use CRM software to track customer
browsing behaviour, recommend products, and sefid,targeted promotions. This shows
how technology supports relationship building by making marketing more personalised
and data-driven.

In the North American perspective, the early emphasis was placed on the buyer—
seller relationship. Scholars studied how these two parties interacted within the
larger organisational environment, whi¢h previded the structure and support for their
relationship. The focus was on understanding how organisations create conditions that
make buyer—seller interactions ‘effective and sustainable.

Example
Imagine a large American automebile company:

¢ The company setsup structured communication channels between car dealers
(sellers) and customers (buyers).

¢ Itprovides after sales services, warranties, and financing options, which are part
of the organisational environment.

¢ These systems make the buyer—seller relationship smoother, ensuring customers
feel supported and dealers can maintain long term connections.
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Fig. 1.2.4 North American Approach to Relationship Marketing

1. Organisational Environment

¢ The rectangular box represents the organisation’s environment, which provides
the structure and support for the buyer—seller relationship.

¢ Policies, systems, and resources within the organisation shape how relationships
are managed.

¢ Example: A large American,automobile company creates warranty policies,
financing options, and dfter sales services that support long term customer
relationships.

2. Relationship Manager

¢ Inside the organisational environment is the Relationship Manager, who acts as
the link between the organisation and the buyer.

O Their role is to maintain‘fcommunication, build trust, and ensure customer needs
are met.

¢ Example: In a corporate setting, account managers in IT firms regularly check in
with clients, provide updates, and resolve issues to strengthen the relationship.

3. Buyer

¢ The buyer is placed outside the organisational environment, showing that they
are external to the company but directly connected through the relationship
manager.

¢ The buyer’s satisfaction and loyalty depend on how effectively the organisation
supports the relationship.

¢ Example: A business client purchasing software relies on the relationship
manager for training, troubleshooting, and upgrades, which influences their
decision to continue the partnership.
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4. Bidirectional Arrows

¢ The arrows between the buyer and the relationship manager represent two way
communication.

¢ This means the relationship is interactive: the manager provides services and
support, while the buyer gives feedback and expresses needs.

0 Example: In retail banking, relationship managers offer financial advice, while
customers share their investment goals, creating a continuous exchange.

Table 1.2.3 Comparison Matrix of Schools of Thought on CRM

Aspect Anglo-Australian Nordic North American
Origin Australia & UK Scand1pav1an United States
Countries
Service quality Networks and Technology-driven
Main Focus  and relationship interactive CRM and buyer—seller
economics relationships relationships
. Don Beppers, Martha
Key Adrla}n Paype, Christian/Gronroosy, Rogets, Philip Kotler
Contributors Martin Christopher, Evert Gummesson (felationship marketin
Malcolm McDonald ) P &
influence)
Integrates quality, Strong emphasis Excellent use of
Strengths service, and on longsterm technology, analytics,
profitability collaboration and databases
. Diffieunlt to measure Can become
Less emphasis‘on . . technology-centred
Weaknesses reldtionship
technology rather than customer-
outcomes
centred
Current Customer experience B2B par‘Fnersh1ps Al-enabled digital
Relevance Mmanaeerag and service CRM, e-commerce,
& industries omnichannel CRM

1.2.3.4 Modern CRM Practices Based on Schools of Thought
1. Strategic School of Thought

CRM now focuses on building long term customer loyalty using predictive tools.
Businesses design loyalty programmes based on customer lifetime value. This ensures
customers stay connected for years.

Example: Starbucks CRM offers personalised rewards to encourage repeat purchases.
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2. Operational School of Thought

CRMs automate everyday tasks like sending emails, scheduling calls, and managing
service tickets. This reduces manual work and improves efficiency in sales and service.
Customers benefit from faster responses.

Example: Zoho CRM automatically reminds sales staff to follow up with leads.
3. Analytical School of Thought

Modern CRMs study customer data to find buying patterns and forecast demand.
Dashboards and predictive analytics help managers make better decisions. This leads
to smarter marketing and sales strategies.

Example: Amazon CRM analyses browsing history to recommend products customers
are likely to buy.

4. Collaborative School of Thought

CRMs now integrate information across departments likeysales, marketing, and
support. This creates a single customer view and ayvoids duplication of work. Teams
can collaborate more effectively to serve customers.

Example: HubSpot CRM lets marketing and"sales,teamsytrack the same customer
journey.

5. Technological School of Thought

CRMs use advanced technolegy such as chatbets, mobile apps, and cloud systems.
These tools allow instant customer interaction anytime, anywhere. Technology makes
CRM faster and more accessible.

Example: H&M'’s chatbot CRM answess' customer queries on its website 24/7.
6. Social School of Theught

CRMs now monitor socialdmedia platforms to engage with customers directly.
Businesses respond quickly'to feedback and build stronger online communities. This
improves brand image and customer trust.

Example: Nike CRM tracks Twitter and Instagram mentions to interact with customers
in real time.

1.2.4 CRM Framework

In highly competitive markets, even satisfied customers may still switch to other
companies if they find better offers. Since loyal customers bring more profit to a
business, it is important to find stronger ways to predict loyalty. Factors such as trust,
satisfaction, and commitment are better indicators of whether customers will stay loyal.
By including these elements in customer surveys, managers can adjust their services to
focus more on building loyalty rather than just satisfaction.
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Example
Consider a mobile service provider in India:

¢ A customer may be satisfied withheir current plan“but could still switch to
another provider offering cheaper data packages. However, if the provider builds
trust (transparent billing), ensures satisfaction (good network coverage), and
gains commitment (rewarding, long term customers with exclusive benefits),
the customer is more likely to remain loyal. By including questions about trust
and commitment in customer feédbaek surveys, the provider can identify weak
areas and improve service delivery to retain customers.

I. Stages in Building Customer Relationships

Relationships betweeén businesses and customers go through different stages. While
some may eventually break dow#, our focus is on the early stages—forming, developing,
and maintaining the relationship. These stages also connect with the idea of the loyalty
ladder, where customers gradually move from being prospects to loyal clients.

a. Switching

Switching happens often at the beginning of a customer relationship. A person may
be attracted by a company’s marketing and decide to try its product or service. However,
whether they continue depends on their first experiences. If the company provides good
support and guidance during this stage, customers are more likely to stay.

Example: In the mobile service industry, the first two weeks are very important.
Customers need help with setup and technical issues. If the company provides strong
support, customers usually continue using the service. Similarly, in the fitness industry,
gyms assign a personal trainer to new members to help them start. This encourages
them to sign up for longer memberships, reducing the chance of switching.
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b. Satisfaction

Satisfaction is an emotional response that depends on product features, customer
expectations, and the situation of use. Customers feel satisfied when the product or
service performs as well as or better than expected. Marketers must manage expectations
carefully because setting them too high can lead to disappointment, even if the service
is good. Satisfied customers are more likely to stay and become regular clients.

Example: A restaurant that consistently serves food matching or exceeding customer
expectations will have satisfied customers who return regularly. But if the restaurant
promises “the best food in town™ and delivers only average quality, customers may feel
dissatisfied despite decent service.

c¢. Trust

Trust develops after repeated positive experiences. It goes beyond satisfaction and
means customers believe in the company’s reliability, honesty, and shared values. Trust
grows when customers see consistent performance, feel aligned with the company’s
goals, and perceive that switching would not give them better value. When trust exists,
customers prefer to continue with the company andamay even work together with it to
improve services.

Example: A bank that provides transparent billing, fair chargesgiand consistent service
builds trust. Customers feel confident in the bank’s integrity and prefer to stay, even if
another bank offers slightly lower fees. Instead of switching, they may give feedback to
help the bank improve further.

Trust in Brands

Trust is very important in industries like packaged goods, where companies depend
on it to build brand loyalty. Strong brandsdnvite trust, earn it, protect it, and reward it.
If they make mistakes, they apologis€ sincerely and quickly. In today’s world, where
customers face many chei€es, trust is even more valuable. Brands that consistently
deliver on promises will'have a bright future because customers rely on them to simplify
decisions.

Example: A company like Unilever builds trust by maintaining high product quality
and being transparent. If a product issue arises, they respond quickly and honestly,
which strengthens customer confidence.

d. Commitment

Commitment means having a strong desire to maintain a valuable relationship. It
exists only when the relationship is considered important. Commitment can be seen in
two ways:

1. Attitude : the willingness to interact and stay connected.

2. Bonds : connections that may be legal, social, technical, knowledge-based, or
structural.
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Trust and commitment are crucial because they encourage marketers to:
¢ Protect the investments made in relationships.

¢ Avoid chasing short-term gains that may be less valuable than long-term
benefits.

¢ Accept high-risk actions, trusting that partners will not act selfishly.

Both trust and commitment must be present for loyal behaviours to exist, such as
increased purchases, referrals, and sharing of information.

Example: A software company that signs long-term contracts with clients shows
commitment. Clients, in turn, trust the company to deliver updates and support, making
them less likely to switch providers.

e. Loyalty

Loyalty is more than just buying repeatedly. It includesdfuture purchase intentions,
sensitivity to price changes, willingness to complain constructively, and spreading
positive word of mouth. Loyalty can be measured by, asking questions like:

¢ Will the customer buy again?

0 Would they switch if prices increasgd?

¢ How often and how strongly do they complain?

¢ Do they recommend the company to-others and share positive experiences?

It is important to note that not all relationships follow these steps in order. Sometimes,
customers may show strong loyalty ‘simply because they are satisfied over many
interactions.

Example: A coffe¢ shop withreonsistent service and taste may have customers who not
only keep coming‘backsbut also recommend it to friends, even if prices rise slightly.
Their loyalty is based on repeateéd satisfaction and trust.

® Recap

¢ CRM evolved from traditional relationship-based practices to mass
marketing during the Industrial Revolution and returned to relationship
orientation in the information era.

¢ Intraditional businesses, merchants maintained close personal relationships
with customers based on trust and individual attention.

O The Industrial Revolution encouraged mass production and distribution,
reducing direct interaction between producers and customers.
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¢ Rapid technological development enabled businesses to collect customer
data and offer personalised services.

¢ Customer lifetime value refers to the total value generated by a customer
throughout the relationship with the business.

¢ Total Quality Management (TQM) strengthened CRM by emphasising
customer satisfaction and quality improvement.

¢ Al-powered CRM systems analyse customer behaviour and automate
customer management activities.

¢ Agentic Al enables CRM systems to execute routine tasks autonomously.

¢ Hyper-personalisation improves customer experiences by delivering
customised recommendations.

¢ Privacy-first CRM focuses on protecting customier data and complying
with regulations.

¢ Vertical-specific CRM solutions are deSigned for particular industries
such as healthcare and real estate.

¢ RevOps integration combines sales, marketing, ‘and customer success
functions into one platform.

¢ No-code CRM systems allow ‘users to customize workflows without
programming knowledge.

0 The Anglo-Australian appreach combines quality management, services
marketing, and customer relationship economics.

¢ The Nordic approach emphasises interactive networks and long-term
relationships.

¢ The North American approach focuses on technology and buyer-seller
relationships.

¢ Modern CRM includes strategic, operational, analytical, collaborative,
technological, and social schools of thought.

¢ Customer relationships progress through stages such as switching,
satisfaction, trust, commitment, and loyalty.
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Objective Questions

In which era were customer relationships strongest initially?
Which revolution weakened direct customer relationships?
Which era restored relationship orientation through technology?

Which concept refers to the total worth of a customer over the relationship
period?

Selling additional products to existing customers is called:
Which sector contributes more than half of India's economy?
Which technology predicts customer behaviour?

Which CRM trend enables autonomous task execution?

Tailored customer experiences are knowfi as:

. Privacy-first CRM mainly protects:

RevOps integration combines:

Which CRM type uses drag-and-drop customization?

Which approach conibines quality management and service marketing?
Which approach emphasizés networks and interactions?
Which appréach is technology<oriented?

Which school of CRM focuses on loyalty?

Which school automates customer-related activities?

Which school'studies customer patterns and forecasts demand?
Which school integrates sales and marketing departments?
Which school employs cloud systems and chatbots?

Which school monitors social media interactions?

Which stage represents long-term attachment?

Which CRM trend emphasizes consent tracking?

Which stage involves trying a new product or service?

Which element is measured through repeat buying intentions and
referrals?
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Answers
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I1.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

Pre-industrial era
Industrial Revolution
Information Era
Customer Lifetime Value
Cross-selling

Service sector

Artificial Intelligence
Agentic Al
Hyper-personalisation
Customer data

Sales, marketing, and customer sdecess
No-code CRM
Anglo-Australian approaeh
Nordic approach

North American approach
Strategicéchool
Operational. school
Analytical school
Collaborative school
Technological school
Social school

Loyalty

Privacy-first CRM
Switching

Loyalty
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Self-Assessment Questions

Explain the evolution of Customer Relationship Management (CRM)
from traditional business practices to the modern information era.

Discuss the impact of the Industrial Revolution on customer relationships
and explain how relationship orientation re-emerged in the modern era.

Explain the role of technological advancement in the development of
CRM.

Discuss the problems solved by technology in Customer Relationship
Management.

Explain the importance of customer lifetime value and cross-selling
opportunities in CRM.

Discuss the growing importance of the service sector in the adoption of
CRM.

Explain the contribution of Total®Quality Managément (TQM) to
relationship marketing.

Discuss the recent trends in CRM with suitable examples.

Explain the impact of ‘CRM on business performance and customer
relationships.

Discuss how CRM contributes/to customer retention, efficiency, and
competitivesadvantage.

Analyse the factersiresponsible for the revival of relationship orientation
in modern,business.

Analyse the _impact of technological advancement on customer
relationship management.

Explain how Al-powered CRM and hyper-personalisation are
transforming customer experiences.

Analyse the role of CRM in providing omnichannel customer
experiences.

Examine how CRM supports data-driven decision-making and enhances
organizational productivity.

Explain the Anglo-Australian approach to relationship marketing with
suitable examples.
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17. Explain the Nordic approach to relationship marketing and its major
components.

18. Discuss the North American approach to relationship marketing and
explain its technology-oriented perspective.

19. Compare and contrast the Anglo-Australian, Nordic, and North American
approaches to CRM.

20. Explain the modern schools of thought in CRM and discuss the role of
strategic, operational, analytical, collaborative, technological, and social
CRM.

Assignments

1. Explain the CRM framework and discuss how “trust, satisfaction,
commitment, and loyalty contribute to custemer retention.

2. Analyse the stages involved in _building customer s€lationships with
suitable examples.

3. Discuss the role of trust and commitment in developing long-term
customer loyalty.

4. Evaluate the relationship between customer satisfaction and customer
loyalty in the CRM framework.

5. Design a comprehensive CRM strategy integrating people, processes,
and techfiology to achieve customer loyalty and sustainable competitive
advantage.
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CRM Process

Learning Outcomes

After completing this unit, the learner will be able to:

¢ analyse the concept, significance, and benefits of Customer Relationship
Management (CRM), particularly in the context of online banking and
modern business environments

¢ analyse the stages of the CRM process and evaluate how organisations
develop, maintain, and strengthen customer ‘telationships through
effective CRM practices

¢ evaluate the Four C's of the CRM process‘and analyse the role of CRM
technology in enhancing customerginteractions, ser¥ice quality, and
organisational performance

¢ analyse the customer lifecycle and evaluate the contribution of CRM
in managing customer relationships from customer awareness and
acquisition to loyalty.andadvocacy.

Imagine that you have gecently opened a savings account with a bank.
A few days later, youste€eive a welcome message, followed by personalised
recommendations for digital banking services. Whenever you contact customer
support, the service representative already knows your previous interactions
and can quickly resolve your concerns. Over time, the bank offers products that
match your changing financial needs, such as a credit card, personal loan, or
investment plan. As your relationship with the bank strengthens, you develop
trust in the institution and continue using its services.

Experiences such as these are not accidental. Organisations today rely on
customer-focused strategies and technologies to understand customer needs,
provide personalised services, and build long-term relationships. They collect
and analyse customer information, communicate through multiple channels,
respond to customer expectations, and continuously strive to improve customer
experiences. Modern businesses recognise that attracting customers is only the
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beginning; maintaining relationships and creating customer loyalty are equally
important for long-term success.

Understanding how organisations manage customer relationships requires
familiarity with concepts such as customer acquisition, customer retention,
customer lifecycle, personalisation, customer value creation, and the technologies
that support these activities. A clear understanding of these concepts will help
learners appreciate how organisations develop meaningful customer relationships
and use CRM practices to achieve customer satisfaction, loyalty, and sustainable
business growth.

Customer Relationship Management (CRM), Online" Banking, Customer
Segmentation, Customer Acquisition, Customer Retention, Customer Extension,
CRM Technology, Personalisation, Customer Lifeeycle, Customer Loyalty

Discussion

2.1.1 CRM Benefits in Qnline Banking

Customer Relationship Management (CRM) in online banking refers to the use
of digital technologies, data analytics, and’communication platforms to manage and
enhance a bank’s intera€tions Wwith its cdstomers. In the context of online banking,
CRM systems collget and analyse eustomer data from various sources such as mobile
apps, internet banKing portals, emails, and customer support interactions.

Unliketraditional bankingrelationships thatrelied heavily on face-to-face interactions,
online banking CRM focuses on building personalised, continuous, and technology-
driven relationships. It helps banks understand customer behaviour, anticipate needs,
and deliver customised financial solutions in real time. CRM in online banking is not
just a software tool; it is a strategic approach that integrates people, processes, and
technology to improve customer satisfaction and long-term loyalty.

The benefits of CRM in online banking are wide-ranging, impacting customer
satisfaction, operational efficiency, and strategic decision-making. The following is an
elaborated discussion of these benefits.

1. Enhanced Customer Experience and Satisfaction

CRM systems help banks deliver a seamless and consistent experience across
all digital touchpoints such as mobile apps, websites, ATMs, and customer support
channels. Customers can access services anytime without interruption, and their previous
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interactions are recorded and used to ensure continuity. For example, if a customer
raises a query through a mobile app and later contacts support, the bank already has
access to the interaction history, reducing repetition and improving satisfaction.

2. Personalisation and Customisation of Services

One of the most significant advantages of CRM in online banking is the ability to
offer personalised services. CRM systems analyse customer data such as transaction
patterns, income levels, spending habits, and product usage. Based on this analysis,
banks can provide better product recommendations, such as customised loan offers,
credit card upgrades, or investment options. Personalisation enhances relevance and
increases customer engagement.

Example: A customer who frequently travels abroad may receive a recommendation
for an international debit card or a travel insurance package through the bank's online
banking portal.

3. Improved Customer Retention and Loyalty

Retaining existing customers is more significant and cost-efféctive than acquiring
new ones. CRM systems help identify customer preferences and dissatisfaction signals,
allowing banks to take proactive measures. For instancepif a customer shows reduced
activity, the bank can send targeted offers orfsupportunessagesto re-engage them. By
consistently meeting customer expectations, CRM fostets trust and long-term loyalty.

4. Efficient Customer Service and Support

CRM integrates multiple cofmunication channels such as chatbots, emails, call
centers, and social media into a singlé platform. This integration allows customer
service representatives to access complete customer profiles and interaction histories.
As a result, issues cangbe resolved quickly and accurately. Automated systems like
chatbots can handlé Toutine queries; reducing waiting time and improving service
efficiency.

Example: When a customer reports a failed online transaction, the customer service
executive can immediatelypa€eess the transaction history through the CRM system and
assist without delay.

5. Better Data Management and Analytical Insights

Online banking generates vast amounts of customer data. CRM systems organise
this data into structured formats, making it easier to analyse. Banks can use advanced
analytics to identify trends, forecast customer needs, and evaluate the effectiveness of
their services. These insights support informed decision-making and help in designing
better financial products. For example, by analysing CRM data, a bank may discover
that young professionals are increasingly interested in digital investment products and
can develop suitable offerings for this customer segment.
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6. Increased Cross-Selling and Up-Selling Opportunities

CRM systems enable banks to identify opportunities for cross-selling (offering
related products) and up-selling (encouraging customers to upgrade services). For
example, a customer with a savings account and stable income may be offered a credit
card or a personal loan. By targeting the right customers with relevant offers, banks can
increase revenue while also meeting customer needs.

Example: A customer maintaining a high balance in a savings account may receive
recommendations for mutual fund investments or fixed deposit schemes through online
banking notifications.

7. Cost Reduction and Operational Efficiency

CRM systems help banks reduce operational costs by automating routine tasks such
as customer onboarding, account updates, service requests, follow-ups, and customer
communications. For example, when a customer applies for an account online, the CRM
system can automatically capture personal details, verify‘submitted documents, and
send status updates, reducing the need for manual processing. Automation minimises
manual intervention, reduces paperwork, and deereases the likelihood of human
errors. By providing employees with quick access to eustomer information, CRM also
improves staff productivity and service efficieneys

Furthermore, CRM enables banks to manage customer interactions through digital
channels such as mobile banking applications, websites, chatbots, and email support.
This reduces the workload on customer setvice centres and allows banks to serve a
larger number of customers without proportionately increasing operational expenses.
As aresult, banks can achieve/greater efficiency while maintaining high service quality.

8. Real-Time Communication and Engagement

CRM tools enable banks to comimunicate with customers in real time through
notifications, SMS, emailsg’and mobile alerts. Customers receive instant updates about
transactions, account balances, due payments, and new offers. Real-time engagement
not only improves transparency but also strengthens the relationship between the bank
and the customer.

9. Improved Risk Management and Fraud Detection

CRM systems can monitor customer behaviour and transaction patterns to identify
unusual or suspicious activities. For example, if a transaction deviates significantly from
a customer’s normal behaviour, the system can trigger alerts or verification processes.
This enhances the security of online banking and helps in preventing fraud and financial
losses.

10. Strengthening Competitive Advantage

In a highly competitive banking environment, CRM provides a strategic advantage.
Banks that effectively use CRM can offer superior digital experiences, faster services,
and personalised solutions. This differentiation helps attract new customers and retain
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existing ones. CRM also supports innovation by enabling banks to adapt quickly to
changing customer expectations and market trends.

11. Integration with Digital Ecosystems

CRM systems in online banking can be integrated with other digital platforms such
as payment gateways, fintech applications, and third-party services. This integration
allows banks to offer a wider range of services within a single interface, enhancing
convenience for customers and expanding the bank’s service portfolio.

Example: A customer using the bank's mobile application can access investment
services, insurance products, and digital payment options through a single integrated
platform.

12. Customer Lifecycle Management

CRM helps manage the entire customer lifecycle from acquisition and onboarding
to retention and relationship enhancement. Banks can track eustomer journeys, identify
key touchpoints, and design strategies to improve each stage, of the lifecycle. This
holistic approach ensures that customers receive consistent value throughout their
association with the bank.

Example: A university student who opens a/basiéisavings,account may later receive
offers for education loans, credit cards, homie loans, andiretirement planning services as
financial needs evolve.

Table 2.1.1 Benefits of CRM in Online Banking

CRM Benefit Business Benefit Banking Example

Customers receive consistent
support across mobile apps,

Enhanced Customer

) Improves.servicequalit
Experience and p graty

and customer satisfaction

Satisfaction

websites, and call centres.

Personalisation and
Customisation of

Increases customer

Personalised loan, credit card,
or investment recommendations

engagément and product

Services relevance based on customer behaviour.

Strengthens long-term
customer relationships and
reduces customer churn

Improved Customer
Retention and
Loyalty

Targeted offers and reminders to
re-engage inactive customers.

Customer service representatives

Faster issue resolution
access complete customer

Efficient Customer . .
and improved operational

Service and Support

efficiency

interaction history to resolve
queries quickly.

Better Data
Management and
Analytical Insights

Supports informed
decision-making and
product development

Analysis of customer data to
identify trends and develop
suitable financial products.
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Increased Cross- Generates additional Offering a credit card or fixed

Selling and Up- revenue and improves deposit to an existing savings
Selling Opportunities product utilisation account holder.
Cost Reduction Reduces operational costs ~ Automated customer onboarding,
and Operational and improves employee account updates, and service
Efficiency productivity requests.
Real-Time Improves customer Instant SMS, email, or mobile
Communication and communication and notifications about transactions
Engagement transparency and account activities.
Improved Risk . . .

p Enhances security and Detection of unusual transactions

Management and

. minimises financial losses and triggering of fraud alerts.
Fraud Detection ggering

Strengthening Attracts and retains Providing faster, personalised,
Competitive customers through and technology-enabled banking
Advantage superior digital services services.

Integration @f online banking
with digital payments, insurance,
and investment platforms.

Integration with Expands service offerings
Digital Ecosystems  and customer convenience

. Supports long-termi Offering appropriate financial
Customer Lifecycle pp & £ @pprop
customer value and products as customer needs
Management . . . .
relationship growth eyolve over different life stages.

2.1.2 CRM Process

In today's highly competitive business/ environment, customers have numerous
choices when purchasingiproducts and semvices. Therefore, organisations can no longer
rely solely on produict quality or eempetitive pricing to achieve success. They must
focus on building strong afd Tong-lasting relationships with their customers. Customer
Relationship Management (CRM) provides a systematic approach for achieving this
objective.

CRM is a business strategy that helps organisations understand customer needs,
improve customer satisfaction, and develop long-termrelationships. Itinvolves collecting
customer information, analysing customer behaviour, interacting with customers, and
using the information obtained to provide better products and services. The CRM
process is not limited to marketing activities; rather, it involves the coordinated efforts
of various departments such as marketing, sales, customer service, and information
technology.

The CRM process consists of a series of interconnected activities that help
organisations acquire customers, retain them, and increase their value over time. Each
stage of the process contributes to strengthening customer relationships and enhancing
organisational performance.
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THE CRM PROCESS
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ig. 2.1.1 CRM Process

1. Customer Identification

The CRM process be with customer identification. Before an organisation can
establish a relationship with its customers, it must first identify who its customers are.
Customer identification involves gathering information about existing customers as
well as potential customers who may be interested in the organisation's products or
services.

Organisations collect customer information from various sources such as sales
records, registration forms, websites, social media platforms, customer enquiries,
surveys, and loyalty programmes. The collected information may include demographic
details, contact information, purchasing history, preferences, and behavioural patterns.

A well-maintained customer database serves as the foundation of the CRM process.
It enables organisations to understand their customers better and develop appropriate
marketing and service strategies.
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Example: A supermarket may collect customer information through a membership
card programme. Whenever customers make purchases using the membership card,
their buying patterns are recorded in the database.

2. Customer Segmentation

After identifying customers, organisations divide them into different groups based
on common characteristics. This process is known as customer segmentation.

Customers differ in terms of age, income, occupation, lifestyle, purchasing behaviour,
preferences, and needs. Since it is difficult to serve all customers in the same manner,
segmentation allows organisations to design customised marketing strategies for
different groups.

Common bases for customer segmentation include:

¢ Demographic Segmentation: Customers are grouped according to age, gender,
income, education, or occupation.

¢ Geographic Segmentation: Customers are classified aceording to region, city,
climate, or country.

0 Behavioural Segmentation: Customers _are grouped according to buying
habits, product usage, loyalty, and putchasing'frequeney:

0 Psychographic Segmentation: Customers are segmented according to lifestyle,
interests, attitudes, and values.

Table 2.1.2 Customer Segmentation Bases in CRM

Segmentation . . C .
g Type Variables Practical Example CRM Application
Age. vender A'bankoffers student accounts Enables organisations
Demographic . g%, 8 . to,college students and to design products and
) income, education, ) ) ] . .
Segmentation occupation premium banking services to ~ promotional campaigns for
P high-income professionals. specific customer groups.
A retail chain promotes Helps organisations customise
Geographic Region, city, state,  rainwear in regions products, services, and
Segmentation  country, climate experiencing the monsoon marketing campaigns based
season. on geographical differences.
Purchase frequency, An e-commerce platform Supports personalised
Behavioural product usage, rewards frequent shoppers promotions, loyalty
Segmentation  loyalty, buying with loyalty points and programmes, and customer
behaviour exclusive discounts. retention initiatives.
Enables organisations to
. . . A fitness brand markets develop personalised products
Psychographic Lifestyle, interests, . P Per P
. . premium sportswear to health- and marketing messages that
Segmentation  attitudes, values . L1
conscious consumers. reflect customers' lifestyles

and preferences.
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3. Customer Interaction

Customer interaction refers to the communication that takes place between an
organisation and its customers. Effective communication is essential for developing
trust and maintaining strong relationships.

Modern organisations interact with customers through multiple channels such as
face-to-face communication, telephone calls, emails, company websites, mobile
applications, social media platforms, online chat support, etc.

Every interaction provides valuable information about customer needs, expectations,
and experiences. Therefore, organisations should ensure that all customer interactions
are positive and consistent.

Example: An airline company may communicate with customers through emails, text
messages, mobile applications, and customer service centres regarding flight schedules
and travel updates.

4. Understanding Customer Needs

Once customer information has been collected dnd interactions, have taken place,
organisations analyse the available data to understand customer needs and expectations.

Customer needs are dynamic and may change oventime due to changing lifestyles,
technological advancements, and economig¢ conditions. Otganisations must continuously
monitor customer preferences to remain competitive.

Understanding customer needs héelps-organisations.afiswer questions such as:
¢ What products do customers préfer?
¢ What problems.de,customers face?
0 What features do custemers value most?
¢ What factors‘influence purchasing decisions?

For example, an onlinegléarning platform may analyse student enrolment patterns
and discover increasing demand for short-term professional certification courses.

5. Customisation and Personalisation

Modern customers expect products and services that meet their specific requirements.
CRM enables organisations to provide customised and personalised offerings based
on customer information and preferences. For example, an e-commerce website
recommends products based on a customer's previous purchases and browsing history.

Customisation refers to modifying products or services according to customer
requirements. Personalisation involves tailoring communication, recommendations,
and offers to individual customers.
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6. Customer Acquisition

Customer acquisition refers to the process of attracting and converting prospective
customers into actual customers. Acquiring new customers is important for organisational
growth and market expansion.

CRM systems help organisations identify potential customers and design marketing
campaigns to reach them effectively. Customer acquisition strategies may include
advertising, promotional offers, referrals, social media marketing, and direct selling.

7. Customer Retention

While attracting new customers is important, retaining existing customers is often
more profitable. Customer retention refers to an organisation's ability to maintain long-
term relationships with its customers.

Satisfied customers are more likely to continue purchasing products and services,
recommend the organisation to others, and remain loyal eyen when competitors offer
alternatives.

CRM helps organisations improve retention by<monitoring customer satisfaction,
resolving complaints promptly, and providing personalised services.

Example: A streaming service may offer loyalty discounts oréxelusive content to long-
term subscribers.

8. Cross-Selling and Up-Selling

CRM enables organisations to identify opportunities to increase revenue from
existing customers. A customer purchasing a sSmartphone may also be offered earphones,
a protective case, and a screen protector. LThis is an example of cross-selling. Thus
Cross-selling involvesioffering related or€omplementary products to customers.

Up-selling encourages customers to purchase a higher-priced or upgraded version of
a product. A customerplanning to buy a standard laptop may be encouraged to purchase
a higher-performance model with additional features.

Cross-Selling and Up-Selling help increase sales revenue, enhance customer value,
improve profitability and strengthen customer relationships.

9. Customer Feedback and Complaint Management

Customer feedback provides valuable insights into customer satisfaction levels and
service quality. Organisations collect feedback through surveys, reviews, suggestion
boxes, social media comments, and customer interviews.

Complaint management is equally important because unresolved complaints can
damage customer relationships and organisational reputation.

Effective complaint management involves listening carefully to customer concerns,
responding promptly, investigating the issue, providing appropriate solutions and
following up to ensure satisfaction.
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For example, a hotel may contact guests after their stay to gather feedback and
address any complaints regarding services or facilities.

10. Building Customer Loyalty

The final stage of the CRM process involves developing long-term customer loyalty.
Customer loyalty refers to a customer's willingness to continue purchasing from the
same organisation and recommend it to others.

Loyal customers contribute significantly to organisational success because they
generate repeat business and often act as brand ambassadors.

Organisations build loyalty through:
¢ Consistent product quality.
¢ Excellent customer service.
¢ Personalised experiences.
¢ Loyalty programmes and rewards.
¢ Trust and transparency.

For example, airlines often reward frequent travellers through loyalty programmes
that provide free tickets, priority boardingj and exclusive benefits.

2.1.3 Four C’s of CRM process

Customer Relationship Management{CRM) 1s a strategic process through which
organisations build, maintain; and enhance relationships with customers. The ultimate
objective of CRM is to _maximise customer value while achieving organisational
profitability and growth. To accomplish.this objective, organisations follow a systematic
process consisting 0f four majotstages known as the Four C's of CRM Process: Customer
Selection, Customer Acquisition, Customer Retention, and Customer Extension.

FOUR C's OF CRM PROCESS

CLIBTUMER
SELECTION

CUSTOMER
EXTEMNSION

CUSTOMER
RETENTION

Fig. 2.1.2 Four C’s of CRM Process
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The Four C's framework recognises that not all customers contribute equally to
organisational success. Therefore, businesses must carefully select target customers,
attract them, retain them, and continuously enhance the value derived from these
relationships. The framework provides a customer-centric approach that helps
organisations allocate resources effectively and build sustainable competitive
advantages.

1. Customer Selection

Customer Selection is the process of identifying and choosing those customers who
are most likely to generate value for the organisation. Since organisational resources
are limited, it is neither practical nor profitable to target every customer in the market.
Therefore, organisations must identify customer segments that best match their
products, services, and strategic objectives. For example, a private bank may focus its
premium banking services on high-income professionals and business owners rather
than targeting all customers equally.

Customer selection involves analysing customer characteristies such as demographics,
purchasing behaviour, income levels, profitability, preferences,and future potential.
Modern CRM systems assist organisations by collecting and analysing customer data
to identify high-value customer groups.

The objective of customer selection is notimerely toincrease the number of customers
but to attract customers who are likely t0 maintain long-term relationships with the
organisation and contribute significantly to profitability:

The importance of customer seleCtion is as follows:
¢ Helps identify profitable customer segments.
0 Improves allocation of marketing résources.
¢ Enhances the effectiveness of marketing campaigns.
¢ Reduces customer acquisition costs.
O Supports long-termbusiness growth.
2. Customer Acquisition

Once target customers have been identified, the next step is Customer Acquisition.
Customer acquisition refers to the process of attracting prospective customers and
converting them into actual customers.

Organisations use various marketing and promotional strategies to attract potential
customers. These may include advertising, digital marketing, sales promotions, direct
marketing, referral programmes, and personal selling. CRM systems help organisations
track customer enquiries, manage leads, and monitor the effectiveness of acquisition
campaigns.

The customer acquisition stage focuses on communicating value propositions that
address customer needs and encourage purchase decisions. For example, a fitness
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centre may offer a free one-week trial membership to attract potential customers and
encourage them to subscribe to long-term membership plans.

The importance of customer acquisition is as follows:
¢ Increases sales revenue.
¢ Expands the customer base.
¢ Enhances market share.
¢ Creates opportunities for future growth.
¢ Strengthens competitive position.
3. Customer Retention

Customer Retention refers to the organisation's ability to maintain long-term
relationships with existing customers. While acquiring new customers are important,
retaining existing customers is often more cost-effective and profitable.

Satisfied customers are more likely to continue purchasing products and services,
recommend the organisation to others, and develop loyalty towards the brand. CRM
systems assist organisations in monitoring custemer satisfaction,Aracking complaints,
and providing personalised services that enhance customer experiences.

Customer retention focuses on creating value, maintaining trust, and ensuring
customer satisfaction over time.

Example: An internet serviceprovider ahay offer discounted renewal packages and
priority customer support to existing subscribers to encourage continued usage.

Some of the strategiesdfor Customer Retention are as follows:
¢ Providing excellent.eustemer service.

Delivering consistent product quality.

Offering loyalty prégrammes.

Personalising customer interactions.

S 0 o O

Promptly resolving complaints.
4. Customer Extension

Customer Extension, also known as Customer Development, involves increasing
the value obtained from existing customer relationships. Once customers have been
acquired and retained, organisations seek to expand the scope of their relationship by
encouraging customers to purchase additional products, use more services, or upgrade
existing products. For example, a bank customer who initially opens a savings account
may later purchase a credit card, personal loan, insurance policy, and investment
products from the same bank.
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CRM systems play a crucial role in identifying opportunities for customer extension
by analysing purchasing patterns and customer preferences.

Customer extension generally occurs through:
1. Cross-Selling

Cross-selling involves offering related or complementary products to existing
customers.

Example: A customer purchasing a laptop may also be offered a printer, antivirus
software, or a laptop bag.

2. Up-Selling

Up-selling involves encouraging customers to purchase a higher-value version of a
product or service.

Example: A customer considering a basic mobile phone plan may be encouraged to
upgrade to a premium package with additional features.

The Four C's of CRM Process: Customer Selection, Customer Acquisition,
Customer Retention, and Customer Extension prowide a structured framework
for managing customer relationships. The ptocess beginsywith' identifying valuable
customers, followed by attracting them, getaining them through superior value and
service, and finally extending the relationship through additional offerings. By
effectively implementing these four stages, organisations can enhance customer
satisfaction, increase profitabilityy'strengthen customér loyalty, and achieve sustainable
long-term growth.

2.1.4 Role of CRM, Technology

In today's digital businesspenvironment, organisations interact with customers
through multiple channel§ such as websites, mobile applications, social media platforms,
emails, call centres, and physical outlets. Managing these interactions manually can be
challenging, particularlywhén dealing with a large customer base. CRM technology
provides organisations with the tools and systems necessary to manage customer
relationships efficiently and effectively.

CRM technology refers to the software, hardware, databases, communication
networks, and analytical tools used to collect, store, analyse, and manage customer
information. It enables organisations to understand customer behaviour, improve
communication, personalise services, and enhance overall customer satisfaction. By
integrating customer data from various sources into a single system, CRM technology
supports informed decision-making and helps organisations build long-term customer
relationships.
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The role of CRM technology is as follows:
1. Customer Data Management

Imagine when a customer contacts a telecommunications company, the service
representative immediately accesses details regarding previous complaints, service
subscriptions, and payment history through the CRM system. This is one of the primary
roles of CRM technology.

It collects, organises, and maintains customer information in a centralised database.
Customer data may include personal details, purchase history, transaction records,
communication history, preferences, and feedback.

A centralised database ensures that customer information is readily available
whenever needed, enabling employees to provide better service and make informed
decisions.

2. Facilitating Customer Interaction

CRM technology enables organisations to communicate with customers through
multiple channels, ensuring consistent and timelydnteractions. These channels may
include email, telephone, websites, social media, mobile applications, and live chat
platforms.

Integrating communication channels helps organisations maintain seamless customer
experiences and respond promptly to customer enquiries.

Example : A retail company cangend promotional.emails, respond to customer queries
on social media, and provide online chatSupport through an integrated CRM platform.

Table 2.1.3 Communication/Channels Supported by CRM

Traditional Channels Digital Channels

Telephone Email
Face-to-face‘meetings Social Media
Direct Mail Mobile Applications

Customer Service Centres Live Chat

3. Supporting Customer Segmentation

Not all customers have identical needs and expectations. CRM technology helps
organisations classify customers into meaningful groups based on various criteria.

Common Segmentation Variables
¢ Demographic characteristics
0 Geographic location

¢ Purchasing behaviour
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0 Income levels
¢ Product preferences
¢ Loyalty status

This segmentation enables organisations to design targeted marketing campaigns
and customised service offerings.

4. Personalisation of Products and Services

Modern customers expect personalised experiences. CRM technology analyses
customer data and helps organisations tailor products, services, and communications
according to individual customer needs and preferences. Personalisation improves
customer satisfaction and increases the likelihood of repeat purchases.

For example, Ravi regularly purchases sports equipment from an online retailer.
Whenever he visits the website, he receives recommendations for running shoes, fitness
trackers, and sports apparel. Such personalised recommendations are made possible
through CRM technology, which analyses customer behavious, and predicts future
needs.

5. Automation of Business Processes

CRM technology automates several goutine and repetitive activities that would
otherwise require significant manual effort.

Activities Commonly AutomatedsbyyCRM

¢ Sending welcome emails

¢ Follow-up reminders

¢ Appointment scheduling

¢ Marketing campaign management

¢ Complaint tracking

0 Customer notifications
Automation reduces administrative workload and improves organisational efficiency.
6. Improving Customer Service and Support

CRM systems provide customer service personnel with instant access to customer
information, enabling faster and more effective problem resolution.

The technology also supports ticket management systems, knowledge bases,
chatbots, and self-service portals that improve customer support efficiency.

Example: A customer reporting a product defect can receive quicker assistance because
the service representative has immediate access to purchase records and warranty
information.
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7. Supporting Sales Management

CRM technology serves as a valuable tool for sales teams throughout the sales
process.

Sales Process Supported by CRM

Lead Generation — Lead Qualification — Customer Contact — Sales Opportunity
Tracking — Conversion — Follow-up

CRM technology assists sales teams in managing leads, tracking opportunities,
monitoring customer interactions, and forecasting sales performance.

Sales representatives can use CRM systems to prioritise prospects, schedule follow-
ups, and monitor progress throughout the sales cycle. At each stage, CRM systems
provide information and tools that help sales representatives improve effectiveness and
close sales more efficiently.

8. Providing Analytical Insights

CRM technology incorporates analytical tools that transformicustomer data into
meaningful insights. Organisations can identify custemer trends, purchasing patterns,
market opportunities, and service deficiencies through data analysis.

These insights support strategic decisiofi-making and\business planning.

For example, a supermarket analyses'CRM data and discovers that demand for
organic food products has increasedSignificantly amefig young consumers.

9. Enhancing Customer Retention

Research consistently shows\that retaining existing customers is more economical
than acquiring new ones. CRM technology assists organisations in identifying customers
who may be at risk'of leavings

CRM-Based Retention Activities

¢ Monitoring custoffief satisfaction.

¢ Tracking service complaints.

¢ Identifying inactive customers.

¢ Sending loyalty rewards.

¢ Offering personalised incentives.
These initiatives help strengthen long-term customer relationships.
10. Supporting Cross-Selling and Up-Selling

CRM technology helps identify opportunities to offer additional products or upgraded
services to existing customers. The system analyses customer purchasing behaviour and
recommends relevant products that match customer needs. For example, a bank's CRM
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system identifies customers with savings accounts who may be interested in investment
products or insurance services.

11. Creating Competitive Advantage

CRM technology contributes to competitive advantage by helping organisations:
¢ Understand customers better.

Respond more quickly.

Deliver personalised services.

¢
0
¢ Improve customer satisfaction.
0

Build customer loyalty.

When these capabilities are combined, organisations can differentiate themselves
from competitors and achieve sustainable growth. Companies that effectively use CRM
technology are often better positioned to attract and retain gustomers than competitors
who rely on traditional approaches.

12. Emerging CRM Technologies

CRM technology has evolved significantly with.advaneementsdn cloud computing,
artificial intelligence (Al), data analyticsgand connected dévices. These emerging
technologies enable organisations to manage customet relationships more efficiently,
deliver personalised experiences, and make better business decisions.

a. Cloud CRM

Cloud CRM stores customer informationion cloud-based platforms rather than on
an organisation's own servers. This enables eémployees to access customer data anytime
and from any locationthfough the intemiet. Cloud CRM also reduces infrastructure
costs, improves scalability, and simplifies software updates.

b. Al-powered CRM

Artificial Intelligencea(Ad) enables CRM systems to analyse large volumes of
customer data, identify patterns, automate routine tasks, and support informed decision-
making. Al-powered CRM helps organisations personalise customer interactions,
predict customer needs, and improve service quality.

c. Generative Al

Generative Al assists organisations in creating personalised emails, marketing
messages, product descriptions, and customer responses. It can also generate summaries
of customer interactions, helping employees respond more quickly and consistently to
customer enquiries.

d. Customer Data Platforms (CDPs)

A Customer Data Platform (CDP) integrates customer information collected from
multiple sources, such as websites, mobile applications, social media, and CRM
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systems, into a unified customer profile. This comprehensive view enables organisations
to deliver more personalised marketing and customer service.

e. Internet of Things (IoT)

IoT devices, such as smart appliances, wearable devices, and connected vehicles,
continuously generate customer usage data. CRM systems can utilise this information
to monitor product performance, provide proactive customer support, and recommend
appropriate products or services.

f. Predictive Analytics

Predictive analytics uses historical customer data and statistical or Al-based
techniques to forecast future customer behaviour. Organisations can identify customers
who are likely to make repeat purchases, discontinue services, or respond positively to
marketing campaigns, enabling proactive decision-making.

g. Conversational Al

Conversational Al includes intelligent chatbots and virtualhassistants that interact
with customers using natural language. These systems can answer frequently asked
questions, assist with routine service requests, and provide roundsthe-clock customer
support, thereby improving customer experience.

h. Agentic Al

Agentic Al refers to Al systems that can perform tasks with limited human intervention
based on predefined objectives. In CRM, “Agentic Al can automatically schedule
follow-up communications, assign customer enquiries to appropriate departments, and
recommend suitable actions while allowingshuman employees to supervise important
decisions.

2.1.5 CRM and Customerlzifecycle

The success of'medeérn organisations depends not only on attracting customers
but also on managing relationships with them throughout their association with the
organisation. Customer /Relationship Management (CRM) plays a crucial role in
understanding customer needs, improving customer experiences, and maximising
customer value at every stage of the customer journey.

The Customer Lifecycle refers to the various stages through which a customer passes
during his or her relationship with an organisation, beginning from initial awareness
and extending to long-term loyalty and advocacy. CRM supports organisations in
managing customer interactions, collecting customer information, and delivering value
throughout these stages. By effectively managing the customer lifecycle, organisations
can improve customer satisfaction, increase retention rates, and enhance profitability.

2.1.5.1 Meaning of Customer Lifecycle

The customer lifecycle represents the journey that a customer undertakes while
interacting with an organisation. It encompasses all stages of the relationship, from the
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moment a potential customer becomes aware of a product or service until the customer
becomes a loyal supporter of the organisation.

At each stage of the lifecycle, customer expectations, needs, and behaviours may
differ. CRM helps organisations understand these differences and develop appropriate
strategies to manage customer relationships effectively.

2.1.5.2 Stages of Customer Lifecycle

The customer lifecycle consists of a series of stages through which customers
progress during their relationship with an organisation. It begins when potential
customers become aware of the organisation and its offerings and continues through
acquisition, development, retention, and ultimately loyalty and advocacy. Each stage
represents a different phase of the customer's journey and requires specific strategies to
meet customer needs and expectations.

1. Customer Awareness

Customer awareness is the first stage of the customer lifecycle@and refers to the process
through which potential customers become aware of an organisation and its products
or services. At this stage, individuals may have little ‘ofyno prior knowledge about the
organisation. Awareness is created through varieusimarketing and promotional activities
such as advertising, social media campaigns, websites, public relations initiatives,
exhibitions, and word-of-mouth recommendations. The ptimary objective of this stage is
to capture the attention of potential customers and generate interest in the organisation's
offerings. Effective customer awareness programmesdielp organisations communicate
their value proposition, establiSh brand recognition, and create a positive impression
among prospective customers. CRM syStemsysupport customer awareness activities by
helping organisations identify target audiences, manage marketing campaigns, monitor
customer responses, afid evaluate, the effectiveness of promotional efforts. Creating
strong customer awareness is_essential because it serves as the foundation for customer
acquisition and the development of long-term customer relationships.

2. Customer acquisition

Customer acquisition is the stage of the customer lifecycle in which an organisation
converts potential customers into actual customers. After creating awareness and
generating interest, the organisation focuses on persuading prospects to make their
first purchase or use its services. This stage involves various activities such as lead
generation, marketing communication, sales promotion, personal selling, and customer
engagement initiatives. The primary objective of customer acquisition is to attract new
customers and expand the organisation's customer base.

CRM systems play an important role during this stage by helping organisations
identify potential customers, manage customer enquiries, track leads, and monitor
the effectiveness of acquisition strategies. By analysing customer information and
interactions, CRM enables organisations to develop targeted marketing campaigns and
personalised approaches that increase the likelihood of conversion. Successful customer
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acquisition not only contributes to increased sales and revenue but also establishes the
foundation for developing long-term customer relationships and future business growth.

3. Customer Development

Customer development is the stage of the customer lifecycle that focuses on
strengthening and expanding the relationship between the organisation and its customers
after the initial purchase has been made. At this stage, the organisation seeks to increase
customer engagement, encourage repeat purchases, and enhance the value derived from
the customer relationship.

CRM systems play a crucial role in customer development by analysing customer
behaviour, preferences, purchase history, and interaction patterns. This information
enables organisations to identify opportunities for cross-selling and up-selling,
recommend relevant products and services, and provide personalised experiences.
Customer development aims to deepen customer involvement with the organisation and
increase customer lifetime value. By continuously delivering value, addressing customer
needs, and maintaining meaningful interactions, organisatiens can build stronger
relationships and improve customer satisfaction. Effective customer development not
only contributes to increased revenue but also creaté€sia solid foundation for long-term
customer retention and loyalty.

4. Customer Retention

Customer retention is the stage of the customer lifecygele that focuses on maintaining
long-term relationships with existing customers and/encouraging them to continue
purchasing the organisation's preducts or servicess@nce customers have been acquired,
organisations must make continuous efforts, to satisfy their needs and expectations to
prevent them from switching/to competitors. Customer retention is important because
retaining existing customers 18, generally more cost-effective than acquiring new
ones. CRM systemsdsupport customersretention by monitoring customer satisfaction,
tracking customer interactionsymanaging complaints, and facilitating personalised
communication. Bywanalysing| customer behaviour and feedback, organisations
can identify potential issues and take proactive measures to strengthen customer
relationships. Strategies §uich as loyalty programmes, special offers, quality customer
service, and personalised recommendations help enhance customer satisfaction and
encourage repeat purchases. Effective customer retention not only increases customer
lifetime value but also contributes to greater profitability, customer loyalty, and long-
term business success.

5. Customer loyalty and advocacy

Customer loyalty and advocacy represent the final stage of the customer lifecycle,
where customers develop a strong and enduring relationship with an organisation.
At this stage, customers are highly satisfied with the products, services, and overall
experience provided by the organisation, leading them to make repeat purchases and
maintain a long-term association. Loyal customers demonstrate a preference for the
organisation's offerings even when competitors provide alternative options. Beyond
continued patronage, loyal customers often become advocates who voluntarily promote
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the organisation to friends, family members, colleagues, and other potential customers
through positive word-of-mouth communication and recommendations.

CRM systems play a significant role in fostering customer loyalty and advocacy
by enabling organisations to provide personalised services, recognise customer
preferences, reward loyal behaviour, and maintain meaningful engagement. Strategies
such as loyalty programmes, exclusive benefits, personalised communication, and
superior customer service help strengthen customer relationships and enhance customer
satisfaction. Customer loyalty and advocacy contribute significantly to organisational
success by increasing customer lifetime value, reducing marketing costs, generating
positive referrals, and strengthening the organisation's reputation in the marketplace.
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Fig. 2.1.3 CRM and Customer Lifecycle

Customer Lifecycle and CRM: A Continuous Process

Customer lifecycle management is not a one-time activity but a continuous and
dynamic process that evolves as customer needs, preferences, and expectations
change over time. Customers interact with organisations repeatedly throughout their
relationship, and each interaction provides valuable information that can be used to
enhance future experiences.

CRM plays a central role in managing this continuous process by collecting
customer data, monitoring customer behaviour, and facilitating meaningful interactions
at every stage of the lifecycle. Through CRM systems, organisations can track customer
journeys, analyse feedback, identify emerging needs, and implement strategies that
strengthen customer relationships. As customers move from awareness to acquisition,
development, retention, and ultimately loyalty and advocacy, CRM ensures that
appropriate actions are taken to maintain engagement and deliver value.
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The insights generated through CRM help organisations continuously improve their
products, services, and customer experiences, thereby fostering stronger relationships
and increasing customer satisfaction. Consequently, customer lifecycle management
and CRM work together as an ongoing cycle aimed at creating long-term customer
value, enhancing organisational performance, and achieving sustainable business
growth.

® Recap

¢ CRM in online banking enables banks to strengthen customer relationships
by leveraging digital technologies, customer data, and personalised
communication to deliver superior customer experiences.

0 CRM enhances customer satisfaction through personalised services,
efficient customer support, real-time commufiication, and seamless
service delivery across multiple channels.

¢ The CRM process provides a structured appreach for identifying customers,
understanding their needs, and developing leng-term relationships that
create mutual value.

¢ Customer identification and customer segmentation form the foundation
of CRM by helping organisations recognise, classify, and understand
different customer groupss

¢ Effective customen/interactiofi ‘and analysis of customer needs enable
organisations to deliver cu§tomised products, services, and experiences
that enhance customer satisfaction.

¢ Customet acquisition and eustomer retention are critical components of
CRM, helpingetganisations expand their customer base while maintaining
long-term relationships with existing customers.

¢ TheFour C’s of €RM Process: Customer Selection, Customer Acquisition,
Customer Retention, and Customer Extension, provide a customer-centric
framework for managing customer relationships effectively.

¢ CRM technology supports organisations by managing customer data,
facilitating communication, automating routine activities, and improving
operational efficiency.

¢ The analytical capabilities of CRM technology help organisations identify
customer trends, support decision-making, improve customer service, and
enhance customer retention strategies.

¢ CRM plays a vital role throughout the customer lifecycle by supporting
customer awareness, acquisition, development, retention, loyalty, and
advocacy, thereby contributing to sustainable business growth.
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Objective Questions

1.  What is Customer Relationship Management (CRM)?

£

What is the primary objective of CRM?
What is meant by customer segmentation?
Name the Four C's of the CRM Process.
What is customer acquisition?

What is customer retention?

What is CRM technology?

What is customer personalisation in CRM?

f2ogg =By B0 s Y

What is meant by the customer lifecycle?

10. Which stage of the customer lifecycle involves customers recommending
the organisation to others?

Answers

1. Customer Relationship Management (CRM) is a business strategy that
helps organiSations acquire, maintain, and strengthen relationships with
customers by understanding'and meeting their needs.

2. The primary objective of CRM is to improve customer satisfaction,
build long-term cuStomer relationships, and enhance organisational
profitability.

3. Customer segmentation is the process of dividing customers into groups
based on common characteristics such as demographics, behaviour,
preferences, or geographic location.

4. The Four C's of the CRM Process are Customer Selection, Customer
Acquisition, Customer Retention, and Customer Extension.

5. Customer acquisition refers to the process of attracting prospective
customers and converting them into actual customers.

6. Customer retention refers to an organisation's ability to maintain long-term
relationships with existing customers and encourage repeat purchases.
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7. CRM technology refers to the software, databases, communication
systems, and analytical tools used to collect, manage, and analyse
customer information.

8. Customer personalisation is the practice of tailoring products, services,
recommendations, and communications according to individual customer
preferences and needs.

9. The customer lifecycle refers to the various stages through which a
customer passes during their relationship with an organisation, from
awareness to loyalty.

10. The Customer Loyalty and Advocacy stage involves customers
recommending the organisation's products or services to others through
positive word-of-mouth communication.

Self-Assessment Questions

1. Explain the concept of CustomerRelationship Management (CRM). How
does CRM contribute to building long-term'customer relationships?

2. Discuss the major benefits of CRM in online banking with suitable
examples.

3. Describe the CRM process andyexplain the significance of each stage
involved in managing customer relationships.

4. What is customer segmentation? Explain the various bases used for
segmentifg customers 1n"CRM.

5. Differentiatetbetween customer acquisition and customer retention. Why
are both important for organisational success?

6. Explain the FourC's of the CRM Process. How do these stages contribute
to effective customer relationship management?

7. Discuss the role of CRM technology in managing customer data,
communication, and business processes.

8. How does CRM technology support customer personalisation, customer
service, and sales management? Illustrate with examples.

9. Explain the concept of the customer lifecycle. Discuss the various stages
involved in the customer lifecycle.

10. Examine the relationship between CRM and customer lifecycle
management. How does CRM help organisations enhance customer value
at each stage of the customer lifecycle?
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Assignments

1. A commercial bank is experiencing a decline in customer retention
despite acquiring a large number of new customers every year. Analyse
the possible reasons for this situation and suggest how the CRM process
can be used to improve customer retention and loyalty.

2. CRM technology enables organisations to collect and analyse large
volumes of customer data. Critically examine how CRM technology can
support strategic decision-making and provide a competitive advantage
in today's business environment.

3. Evaluate the significance of the Four C's of CRM Process - Customer
Selection, Customer Acquisition, Customer Retention, and Customer
Extension in enhancing customer lifetime valuéalllustrate your answer
with suitable examples.

4. Analyse the role of CRM at different stages of the customer lifecycle.
How can organisations use CRM strategies, to transform a first-time
customer into a loyal advocate of.tlie'organisation?
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Unit —@

Electronic CRM

Learning Outcomes

After completing this unit, the learner will be able to:

¢ analyse the concept, objectives, features, significance, and applications of
Electronic Customer Relationship Management (E-CRM) in the digital
business environment

¢ evaluate the Six E's of E-CRM and analyse their contribution to effective
customer relationship management and organisational performance

¢ evaluate the major success factors of CRM and assess their role in
achieving customer satisfaction, custometloyalty, and long-term business
growth

¢ analyse the concept of Business<t0-Customer, (B2C) 2.0 and evaluate the
role of CRM in enhancing customer engagement, personalisation, and
relationship building in the digital era

Prerequisite

Imagine thatgou are shopping online for a new smartphone. While browsing
an e-commerce website, you notice that the platform recommends products
based on your previous searches and purchases. You receive personalised
promotional emails, instant responses from chatbots when you have questions,
and notifications about special offers that match your interests. After purchasing
the smartphone, you are invited to rate the product, provide feedback, and join
the brand's online community. Whenever you interact with the company through
its website, mobile application, or social media pages, the organisation seems to
understand your preferences and responds quickly to your needs.

Such experiences have become common in today's digital world. Organisations
increasingly rely on internet technologies, mobile applications, social media
platforms, data analytics, and automated systems to interact with customers.
Customers are no longer passive recipients of products and services; they actively
communicate with organisations, share feedback, influence brand reputation,
and expect personalised experiences. At the same time, organisations strive to
understand customer behaviour, improve service quality, build customer loyalty,
and create long-term relationships through digital channels.
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To effectively manage these relationships, organisations require advanced
systems and strategies that enable them to collect customer information, analyse
customer needs, communicate through multiple channels, and continuously
improve customer experiences. Understanding how electronic customer
relationship management works, the factors that contribute to CRM success, and
the evolving nature of customer-business interactions in the digital environment
is essential for appreciating how modern organisations create value for customers
and achieve sustainable competitive advantage.

Electronic Customer Relationship Management (E-CRM), Multi-Channel
Communication, Real-Time Interaction, Personalisation, Customer Database
Management, Data Analytics, Customer Empowerment, Business-to-Customer
(B2C) 2.0

Discussion

2.2.1 Electronic CRM

The rapid growth of the internefjnobile technolegies, and digital communication
platforms has transformed the way organisations interact with their customers. Traditional
Customer Relationship Management (CRM) primarily focused on managing customer
relationships through direct and physical interactions. However, with the increasing
adoption of digital teechnologies, Organisations have shifted towards electronic methods
of managing custofner relationships, giving rise to Electronic Customer Relationship
Management (E-CRM).

Electronic Customer Relationship Management (E-CRM) refers to the use of
internet-based technologies, digital communication tools, and electronic channels to
establish, maintain, and enhance customer relationships. E-CRM enables organisations
to collect customer information, analyse customer behaviour, personalise services,
and communicate with customers through various digital platforms such as websites,
mobile applications, email, social media, online chat systems, and e-commerce portals.

Unlike traditional CRM, which often relies on face-to-face interactions and manual
processes, E-CRM leverages technology to provide faster, more efficient and highly
personalised customer experiences. It allows organisations to interact with customers
anytime and anywhere, thereby improving customer satisfaction and strengthening
customer loyalty.

2.2.1.1 Meaning of E-CRM

Electronic Customer Relationship Management (E-CRM) can be defined as the
application of digital technologies and internet-based systems to manage customer
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interactions and relationships throughout the customer lifecycle. It integrates people,
processes, and technology to create value for customers and organisations alike.

E-CRM facilitates the collection, storage, analysis, and utilisation of customer
information to deliver personalised products, services, and communications. It enables
organisations to understand customer preferences, anticipate customer needs, and
respond quickly to changing customer expectations.

Table 2.2.1 Comparison between Traditional CRM and E-CRM

Basis of
as1s 9 Traditional CRM Electronic CRM (E-CRM)
Comparison

Primarily face-to-face, Websites, mobile applications,

Mode of . . .
.. telephone, and postal email, social media, chatbots, and

Communication C .

communication online portals

Limited use of information ~ Extensive use of internet
Use of )

technology and manual technologies, databases, cloud
Technology .

processes platforms, and\digital tools
Customer Mainly physical and during Cont} fuous }nteractlon through

. . multiple digital/channels, available
Interaction business hours .
anytime and@dnywhere
) Faster r nse through automation
Speed of Comparatively slower due to aste_ esSponse Trough automation,
. ) real-time communication, and self-

Service manual processing

service facilities

Limited perSonalisation
Personalisation based on gmployee
knowledge

Highly personalised services based
on customer data and analytics

Customer information often ) ) )
Customer Data .. . Customer information stored in a
maintained in separate

Management centralised and integrated database
records or databases
Access to ctistomer Customer information can be
R information may be accessed by authorised users across
Accessibility . . .
restricted to specific departments through integrated
departments or locations. systems.
Customer Feedback collected Feedback collected instantly through
manually through surveys or online reviews, surveys, emails, and
Feedback . . . . .
direct interactions social media
. High level of automation, reducin
Operational Greater dependence on £ . . g
. manual work and improving
Efficiency manual effort and paperwork

efficiency

Building long-term customer
relationships using digital
technologies and data-driven
decision-making

Managing customer
Business Focus relationships primarily
through direct interactions
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2.2.1.2 Features of E- CRM

Electronic Customer Relationship Management (E-CRM) incorporates various
technological features that enable organisations to build, maintain, and strengthen
customer relationships through digital platforms. These features help organisations
provide personalised services, improve customer satisfaction, and enhance operational
efficiency.

1. Multi-Channel Communication

One of the most important features of E-CRM is its ability to facilitate communication
through multiple electronic channels. Customers today interact with organisations
through websites, emails, mobile applications, social media platforms, online chat
systems, and messaging applications. E-CRM integrates these communication channels
and ensures that customers receive consistent information and service regardless of the
channel they use.

This feature enables organisations to maintain continudus, contact with customers
and provide a seamless customer experience across various platferms.

Example: A customer may enquire about a productithrough social media and later
complete the purchase through the company's website ' while receiving email updates
regarding the order status.

2. Real-Time Interaction

E-CRM enables organisations todnteractwith customers instantly. Unlike traditional
methods that often involve deglays, E-CRM provides immediate responses through
chatbots, automated messaging systemsgonline support platforms, and customer service
portals.

Real-time interaction helps orgamisations address customer concerns promptly and
improves customef satisfaetionnby reducing waiting time. For example, a customer
visiting an e-commetegWwebsite can receive instant assistance from a chatbot regarding
product availability or deliveryddetails.

3. Personalisation and Customisation

E-CRM systems collect and analyse customer information to understand individual
preferences, interests, and purchasing behaviour. Based on this analysis, organisations
can provide personalised recommendations, offers, services, and communications.

Personalisation helps customers feel valued and improves their overall experience
with the organisation.

4. Customer Database Management

E-CRM maintains a centralised database containing customer information such
as contact details, transaction history, purchase records, preferences, complaints, and
feedback. This database serves as a valuable resource for understanding customers
and managing relationships effectively. For example, a customer service executive
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can immediately access a customer's previous interactions and purchase history when
handling a service request.

A centralised customer database ensures that employees across different departments
have access to accurate and updated customer information.

5. Automation of Customer Relationship Activities

E-CRM automates several routine and repetitive activities that would otherwise
require significant manual effort. Automation improves efficiency, reduces operational
costs, and minimises human errors.

Common activities that can be automated include customer onboarding, follow-up
emails, appointment reminders, promotional messages, complaint tracking, and
customer notifications.

When a customer registers on a website, an automated welcome email is immediately
sent without any manual intervention. This illustrates how Electronic Customer
Relationship Management (E-CRM) automates customer relatienship activities.

6. Data Analytics and Customer Insights

E-CRM systems incorporate analytical tools,that transform/customer data into
meaningful information. Organisations can’ analyse eustomef behaviour, purchasing
patterns, preferences, and service usage to gain valuable insights.

These insights help managers make' informed decisions regarding marketing
strategies, product development,@nd customer service improvements.

Example: A retail company may diScover through data analysis that customers
frequently purchase certain products together and can create bundled promotional
offers accordingly.

7. Customer Self-Service Facilities

E-CRM enables customers/to perform various activities independently without
requiring direct assistancefroin employees. Self-service facilities improve convenience
and reduce the workload on customer support teams.

Customers can access account information, place orders, track shipments, update
personal details, submit service requests, and access frequently asked questions through
online portals and mobile applications.

8. Integration of Customer Information

E-CRM integrates customer information collected from different departments and
interaction channels into a unified system. This integration ensures that customer data
remains consistent and accessible throughout the organisation.

The sales, marketing, and customer service departments can work together more
effectively because they share the same customer information. For example, when a

m SGOU - SLM - BBA - Customer Relationship Management 81
—C—~

i~

Rt ——
SREENARAYANAGURU
GPEN UNIVERSITY




customer contacts the service department, the representative can view information
previously recorded by the sales department.

9. Customer Tracking and Monitoring

E-CRM continuously tracks customer activities and interactions across various
touchpoints. Organisations can monitor website visits, purchase behaviour, enquiry
patterns, service requests, and customer responses to marketing campaigns.

This feature helps organisations understand customer journeys and identify
opportunities for improving customer experiences.

Example: An online retailer can track the products viewed by a customer and later send
targeted promotional offers related to those products.

10. Customer Feedback Management

E-CRM provides mechanisms for collecting, storing, and analysing customer
feedback obtained through surveys, reviews, ratings, emails, and social media
interactions. Customer feedback helps organisations identify strengths, weaknesses,
and areas requiring improvement. It also supports cefitinuous enhanecement of products
and services.

2.2.2 Six E’s of e-CRM

The Six E's of Electronic Customer Relationship Management (E-CRM) provide
a framework for understanding thevkey clements réquired for successful customer
relationship management in an electronic business environment. As organisations
increasingly rely on digital technologies to interact with customers, the Six E's highlight
the factors that contribute to effective onling customer relationship management. These
elements help organisationis create superior customer experiences, build loyalty, and
achieve long-term business success.

The Six E's of E-CRMare:
¢ Electronic Channels
Enterprise
Empowerment

0

0

¢ Economics
¢ Evaluation
0

External Information.

1. Electronic Channels

Electronic channels refer to the various digital platforms through which organisations
communicate and interact with customers. These channels facilitate the exchange of
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information, delivery of services, and management of customer relationships in an
online environment.

Common electronic channels include websites, email, mobile applications, social
media platforms, online chat systems, and e-commerce portals. These channels enable
organisations to provide convenient and continuous access to products, services, and
customer support.

Effective use of electronic channels allows organisations to reach customers anytime
and anywhere, enhancing customer convenience and satisfaction.

2. Enterprise

Enterprise refers to the integration of all organisational functions and departments
to deliver a unified and customer-centric experience. Successful E-CRM requires
coordination among various departments such as marketing, sales, customer service,
finance, and information technology.

All departments must share customer information and werk together to satisfy
customer needs. E-CRM systems facilitate this integration by providing a common
platform for storing and accessing customer data. Enterprise-wide integration ensures
consistency in customer interactions and improves orgamisational fesponsiveness. For
example, when a customer submits a complaint, the customer service department,
technical support team, and sales department can access the same customer information
and coordinate their actions effectively.

3. Empowerment

Empowerment refers to providingd customers with greater control over their
interactions with the organisation. E-CRM jempowers customers by enabling them to
access information, perform transactionss and resolve issues independently through
digital platforms.

Customer self-setvice facilities are an important aspect of empowerment. These
facilities allow customers to @btain information and complete transactions without
depending on organisatiohalrepresentatives.

Empowerment enhances convenience, reduces waiting time, and improves customer
satisfaction.

4. Economics

Economics focuses on the financial benefits derived from implementing E-CRM.
Organisations invest in E-CRM with the expectation of improving efficiency, reducing
costs, increasing revenues, and enhancing profitability.

E-CRM helps reduce operational expenses by automating routine activities,
minimising paperwork, and reducing the need for physical interactions. It also
contributes to revenue generation through improved customer retention, cross-selling,
and up-selling opportunities.
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The economic dimension emphasises creating value for both the organisation and its
customers.

5. Evaluation

Evaluation refers to the continuous assessment of E-CRM performance and
effectiveness. Organisations must regularly measure whether their E-CRM initiatives
are achieving desired objectives such as customer satisfaction, customer retention, and
profitability.

Evaluation involves monitoring key performance indicators (KPIs), analysing
customer feedback, and assessing system performance. The information obtained
through evaluation helps organisations identify areas for improvement and make
necessary adjustments.

Continuous evaluation ensures that E-CRM systems remain effective and aligned
with organisational goals.

6. External Information

External information refers to the collection an@, utilisation of information from
sources outside the organisation. In addition to internal, customer data, organisations
require external information to understand matket,conditions, €ompetitor activities,
industry trends, technological developments, and changing customer preferences.

External information helps organisations make informed decisions and adapt their
E-CRM strategies to dynamic business environments,

Sources of external information may_dnelude market research reports, social media
discussions, competitor websites, industry publications, and customer reviews.

Example: A company'may analyse customer reviews on social media platforms to
identify emerging g¢ustomer expectations and improve its products and services.

The Six E's of E-CRM - Electronic Channels, Enterprise, Empowerment, Economics,
Evaluation, and External Inférmation - provide a comprehensive framework for
managing customer relationships in the digital era. They emphasise the importance
of technology, organisational integration, customer participation, performance
measurement, and environmental awareness in creating successful electronic customer
relationship management systems. Organisations that effectively apply these principles
can enhance customer satisfaction, strengthen customer loyalty, improve operational
efficiency, and achieve sustainable competitive advantage.
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Fig. 2.2.1 Six E’s of E-CRM

2.2.3 Success factors of CRM

The successful implementation of CusStomer Relationship Management (CRM)
requires more than simply installIngE&RM software. Many organisations invest heavily
in CRM systems but failto"achieve the desired results because they overlook the
factors necessary forsuceessful implementation. CRM success depends on the effective
integration of people, processes, technology, and organisational culture. When these
elements work together, ofganisations can build strong customer relationships, improve
customer satisfaction, and achieve long-term business growth.

The following are the major success factors of CRM.
1. Customer-Centric Organisational Culture

A customer-centric culture is one in which the needs and expectations of customers
are placed at the centre of all organisational activities and decisions. CRM can only
succeed when employees at all levels recognise the importance of creating value for
customers and maintaining long-term relationships.

Organisations should encourage employees to focus on customer satisfaction rather
than merely completing transactions. A customer-oriented culture helps create positive
customer experiences and strengthens customer loyalty.
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2. Top Management Support and Commitment

The commitment of top management is one of the most critical factors influencing
CRM success. Senior managers provide leadership, allocate resources, establish
organisational priorities, and ensure that CRM initiatives receive adequate attention.

Without strong managerial support, CRM programmes may face resistance,
inadequate funding, and poor coordination among departments.

Example: When senior management actively participates in CRM implementation and
regularly reviews customer satisfaction reports, employees are more likely to support
CRM initiatives.

3. Clear CRM Strategy

A well-defined CRM strategy provides direction for CRM activities and ensures that
all efforts are aligned with organisational objectives. Organisations must clearly identify
what they intend to achieve through CRM, whether it is improving customer retention,
increasing sales, enhancing service quality, or strengthening eustomer loyalty.

A clear strategy helps organisations allocate resoutees effectively'and measure CRM
performance.

4. Effective Customer Data Management

Customer data is the foundation of CRM. Organisations must collect, store, update,
and analyse customer information accurately. Incomplete, outdated, or inaccurate data
can lead to poor decisions and inéffective customerifiteractions.

CRM systems should maintain a _gentralised customer database that provides a
comprehensive view of customer activities,/preferences, and interactions.

S. Appropriate CRM Technology

Technology acts as.af enabler of CRM. Organisations must select CRM systems
that match their business requirements and customer relationship objectives. The
technology should be uses-friendly, scalable, reliable, and capable of integrating with
existing business systems.

Successful CRM implementation depends not on having the most expensive
technology but on having technology that effectively supports customer relationship
activities.

6. Employee Training and Involvement

Employees play a vital role in CRM because they interact directly with customers
and use CRM systems in their daily activities. Therefore, organisations must provide
adequate training to ensure that employees understand CRM objectives and can use
CRM technologies effectively.

Employee involvement during CRM implementation also reduces resistance to
change and increases acceptance of new systems.
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7. Integration across Departments

CRM should not be viewed as the responsibility of a single department. Successful
CRM requires coordination among marketing, sales, customer service, finance, and
information technology departments.

Integrated customer information enables employees across departments to work
together and provide consistent customer experiences. For example, when sales and
customer service departments share customer information, customer issues can be
resolved more effectively.

8. Personalisation and Customer Focus

Modern customers expect personalised products, services, and communications.
Organisations must use CRM information to understand customer preferences and
deliver customised experiences.

Personalisation increases customer satisfaction, engagement, and loyalty because
customers feel valued and understood.

9. Continuous Monitoring and Evaluation

CRM performance should be monitored regulacly.to deteérmine whether organisational
objectives are being achieved. Evaluationgelps identify stréngths, weaknesses, and
areas requiring improvement.

Organisations should measure indicators, such as customer satisfaction, customer
retention, complaint resolution time, customer lifetime value, and sales growth.

10. Effective Communication

Successful CRM requires ‘effective cofifmunication both within the organisation
and with customers{ Employees ‘musticlcarly understand CRM objectives and their
roles in achieving/them. Similarly, organisations must maintain open and transparent
communication withieustomers. For example, a bank provides timely updates
regarding transactions, account activities, and new service offerings through multiple
communication channels.

Effective communication helps build trust, improve customer engagement, and
strengthen relationships.

A bank provides timely updates regarding transactions, account activities, and new
service offerings through multiple communication channels.

The success of CRM depends on a combination of organisational, technological,
and human factors. Customer-centric culture, top management commitment, clear
strategy, effective data management, appropriate technology, employee involvement,
departmental integration, personalisation, continuous evaluation, communication,
change management, and long-term relationship orientation all contribute to successful
CRM implementation. Organisations that effectively address these success factors are
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more likely to achieve higher customer satisfaction, stronger customer loyalty, improved
operational efficiency, and sustainable business growth.

2.2.4 Business to Customer 2.0

The rapid advancement of digital technologies, social media platforms, mobile
applications, and data analytics has transformed the traditional Business-to-Customer
(B2C) model. Earlier, organisations primarily focused on selling products and
services directly to customers through physical stores, websites, or other distribution
channels. However, modern customers expect more than simple transactions. They
seek personalised experiences, active engagement, real-time communication, and
meaningful interactions with organisations.

This evolution has led to the emergence of Business-to-Customer (B2C) 2.0, a
customer-centric approach that emphasises relationship building, customer engagement,
collaboration, and value creation through digital technologies. B2C 2.0 represents the
next stage in the development of customer relationships, where organisations interact
with customers not only as buyers but also as active participantsiin business processes.

2.2.4.1 Meaning of B2C 2.0

Business-to-Customer (B2C) 2.0 refers t6 an advanced formi of electronic business
in which organisations use digital technologies, social media, mobile platforms, data
analytics, and interactive communication tools to engage customers, personalise
experiences, and build long-term relationships.

Unlike traditional B2C models that foetised mainly on transactions, B2C 2.0 focuses
on customer engagement, collaboratiod, personalisation, and relationship management.
Customers are no longer passive recipients of products and services; they actively
interact with organisations, provideéfeedback, influence brand reputation, and participate
in value creation.

2.2.4.2 Role of CRM in B2C 2.0

Customer Relationship Management (CRM) plays a central role in the successful
implementation of Business-to-Customer (B2C) 2.0. Since B2C 2.0 focuses on
customer engagement, personalisation, collaboration, and long-term relationship
building, organisations require effective systems to collect, analyse, and utilise customer
information. CRM provides the technological and strategic foundation that enables
organisations to understand customers better and deliver superior customer experiences.
Through CRM, organisations can manage customer interactions across multiple digital
channels, monitor customer behaviour, and create personalised experiences that enhance
customer satisfaction and loyalty.

1. Facilitating Customer Engagement

One of the primary objectives of B2C 2.0 is to encourage active customer participation.
CRM systems help organisations engage customers through websites, social media
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platforms, mobile applications, emails, and online communities. By tracking customer
interactions and preferences, CRM enables organisations to provide relevant content
and maintain continuous communication. This increased engagement strengthens
customer relationships and fosters a sense of connection between customers and the
organisation.

2. Enabling Personalisation

Personalisation is a key characteristic of B2C 2.0. CRM systems collect and
analyse customer data such as purchase history, browsing behaviour, preferences, and
feedback. Based on this information, organisations can customise products, services,
recommendations, and marketing messages according to individual customer needs.
Personalised experiences make customers feel valued and improve their overall
satisfaction.

3. Supporting Multi-Channel Communication

Modern customers interact with organisations through®multiple digital channels.
CRM integrates information from these channels and ensures consistent communication
across all customer touchpoints. Whether customers gommunicatethrough email, social
media, websites, mobile applications, or online chat systems, CRM maintains a unified
customer profile that enables seamless interactions,and improved service delivery.

4. Improving Customer Experience

B2C 2.0 emphasises creating superiot customer eXperiences rather than merely
completing transactions. CRM help§iorganisations ufiderstand customer expectations
and respond effectively to their needs. By providing timely assistance, personalised
services, and efficient problem resolution, CRM contributes significantly to enhancing
the overall customer experience.

5. Strengthening/Customer Loyalty and Retention

CRM supports longsterm relationship building by helping organisations maintain
regular communication, monifor customer satisfaction, and address customer
concerns promptly. Throughfloyalty programmes, personalised offers, and continuous
engagement, CRM helps strengthen customer trust and encourages repeat purchases.
As a result, customer retention and loyalty improve significantly.

6. Managing Customer Feedback

Customer feedback is a valuable source of information in B2C 2.0. CRM systems
collect feedback from various digital platforms, including surveys, reviews, social
media comments, and customer support interactions. Organisations can analyse this
feedback to identify areas for improvement and make necessary changes to products,
services, and business processes. Effective feedback management demonstrates that the
organisation values customer opinions and is committed to continuous improvement.
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7. Supporting Data-Driven Decision Making

CRM systems generate valuable insights from customer data that help organisations
make informed decisions. By analysing customer behaviour, preferences, purchasing
patterns, and engagement levels, organisations can develop effective marketing
strategies, improve service quality, and identify new business opportunities. Data-
driven decision-making enhances organisational responsiveness and competitiveness.

8. Facilitating Real-Time Interaction

Customers expect quick responses and immediate support. CRM enables
organisations to provide real-time interaction through chatbots, live chat systems,
automated responses, and instant notifications. Prompt responses improve customer
satisfaction and strengthen customer relationships.

9. Supporting Cross-Selling and Up-Selling

CRM helps organisations identify opportunities to offer additional or upgraded
products and services based on customer needs and purchasing behaviour. These
recommendations increase customer value while helping organisations enhance revenue
and profitability.

10. Building Long-Term Customer Relationships

The ultimate goal of both CRM and/B2C 2.0"is\to establish long-lasting and
mutually beneficial customer relationships. CRM supports this objective by enabling
organisations to understand customers, ‘deliver persgnalised experiences, maintain
continuous engagement, and create value thtoughout the customer lifecycle. This
relationship-oriented approach’ contributes, to sustainable business growth and long-
term success.

CRM serves as thembackbone of B2C 2.0 by enabling customer engagement,
personalisation, muilti-channel communication, feedback management, and data-
driven decision-making. Ithelps erganisations move beyond transactional relationships
and focus on creating meaningful customer experiences. Through effective CRM
implementation, organisations’ can strengthen customer loyalty, improve customer
satisfaction, and achieve“long-term competitive advantage in the digital business
environment.

2.2.4.3 Emerging Developments in B2C 2.0

The rapid evolution of digital technologies has further transformed Business-to-
Customer (B2C) 2.0. Organisations are increasingly adopting innovative approaches to
improve customer engagement, deliver personalised experiences, and strengthen long-
term customer relationships. Some of the major emerging developments are discussed
below.

1. Omnichannel Commerce

Omnichannel commerce provides customers with a seamless and integrated
shopping experience across multiple channels, such as physical stores, websites, mobile
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applications, social media platforms, and customer service centres. CRM systems
integrate customer information from these channels, enabling organisations to provide
consistent communication and personalised services regardless of the channel used by
the customer.

2. Social Commerce

Social commerce refers to the buying and selling of products and services directly
through social media platforms such as Facebook, Instagram, and WhatsApp. CRM
systems help organisations analyse customer interactions on social media, respond
to enquiries, manage feedback, and build stronger customer relationships through
continuous engagement.

3. Live Commerce

Live commerce combines live video streaming with online shopping. Organisations
demonstrate products in real time, answer customer questions instantly, and allow
customers to make purchases during the live session. CRMisystems record customer
interactions and preferences during these sessions, helping organisations improve future
marketing efforts and customer engagement.

4. Influencer Marketing

Influencer marketing involves collaborating with individuals who have a strong
online presence and influence over specific audiences. Organisations use CRM data to
identify suitable customer segments, evaluate campaign effectiveness, and understand
customer responses to influencesgptomotions., Thisdhelps organisations build brand
awareness and improve custorer trust.

5. Al-driven Personalisation

Artificial Intelligehce (Al) enmables<Organisations to analyse customer data and
provide highly pérsonalisedmproduct recommendations, marketing messages, and
service experiences. Alspowered CRM systems help organisations anticipate customer
needs, improve customer satisfaction, and enhance customer loyalty through data-
driven personalisation.

6. Customer Communities

Many organisations create online customer communities through discussion forums,
social media groups, and brand communities where customers can share experiences,
provide suggestions, and interact with one another. CRM systems collect valuable
feedback from these communities, enabling organisations to improve products,
strengthen customer relationships, and encourage customer advocacy.
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® Recap

¢ Electronic Customer Relationship Management (E-CRM) refers to the
use of internet-based technologies and digital communication channels to
establish, maintain, and enhance customer relationships.

¢ E-CRM enables organisations to collect, store, analyse, and utilise
customer information to deliver personalised services and improve
customer satisfaction.

0 Features such as multi-channel communication, real-time interaction,
personalisation, automation, and customer database management enhance
the effectiveness of E-CRM systems.

¢ Data analytics and customer insights generated through E-CRM help
organisations understand customer behaviour, identify trends, and support
informed decision-making.

¢ The Six E’s of E-CRM - Electronic Channels; Enterpris¢, Empowerment,
Economics, Evaluation, and _External “Imformation provide a
comprehensive framework for managing eustomer relationships in the
digital environment.

¢ Successful CRM implementation, depends on several factors, including
a customer-centric culfure, top managemént commitment, effective data
management, appropriate techfiology, and employee involvement.

O Integration across \departments and effective communication help
organisation§"deliver \consisteit customer experiences and strengthen
customer relationships.

¢ Business-tesCustomer (B2C) 2.0 represents an advanced customer-
centric approach that emphasises customer engagement, collaboration,
personalisatiofyiand value creation through digital technologies.

¢ CRM serves as the technological foundation of B2C 2.0 by supporting
customer engagement, multi-channel communication, feedback
management, and real-time interaction.

¢ Integrating E-CRM practices with B2C 2.0 strategies, help organisations
improve customer satisfaction, strengthen customer loyalty, enhance
operational efficiency, and achieve sustainable competitive advantage.
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Objective Questions

1.  What is Electronic Customer Relationship Management (E-CRM)?
2. What is the primary objective of E-CRM?

3. What is meant by multi-channel communication in E-CRM?

4.  What is customer empowerment in E-CRM?

5. What are the Six E’s of E-CRM?

6. Why is customer-centric organisational culture important for CRM
success?

7. What is Business-to-Customer (B2C) 2.0?

8. How does CRM support personalisation in B2C 2.0?
9. What role does customer feedback play in €ERM?

10. How does CRM contribute to custemer loyalty?

Answers

1. Electronic Customer Relationship Management (E-CRM) refers to the
use of internet-based, technologies and digital communication channels
to establish, maintain, and.enhance customer relationships.

2. The primary<objective of E-CRM is to improve customer satisfaction,
strengthen™ customer relationships, and enhance organisational
performance through digital technologies.

3. Multi-channel communication refers to interacting with customers
through multiple digital platforms such as websites, emails, mobile
applications, and social media.

4. Customer empowerment refers to providing customers with greater
control over transactions, information access, and service activities
through digital platforms.

5. TheSixE’sof E-CRM are Electronic Channels, Enterprise, Empowerment,
Economics, Evaluation, and External Information.

6. A customer-centric organisational culture is important because it ensures
that organisational activities focus on satisfying customer needs and
building long-term relationships.
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7. Business-to-Customer (B2C) 2.0 is an advanced business model that uses
digital technologies to promote customer engagement, personalisation,
collaboration, and relationship building.

8. CRM supports personalisation by analysing customer data and
enabling organisations to deliver customised products, services, and
communications.

9. Customer feedback helps organisations identify customer expectations,
evaluate service quality, and make improvements to products and
services.

10. CRM contributes to customer loyalty by providing personalised
experiences, effective communication, quality service, and continuous
customer engagement.

Self-Assessment Questions

1. Explain the concept of Electronic Customer Relationship Management
(E-CRM). How does it differ from traditional CRM?

2. Discuss the major features of ECRM and explain how they contribute to
effective customer relationship managemeft.

3. Examine the significance ofdnulti-channel communication and real-time
interaction in E-CRM.

4. Explain the Six E’s of sE:CRM. How do these elements contribute to
successful customerwelationship management in a digital environment?

5. Discuss the role of customer empowerment and customer self-service
facilities in enhaneing customer satisfaction.

6. Analyse the major success factors of CRM. Why is customer-centric
organisational culture considered critical for CRM success?

7. Explain the importance of customer data management and appropriate
CRM technology in achieving CRM objectives.

8. Whatis Business-to-Customer (B2C) 2.0? Discuss its major characteristics
and significance in modern business.

9. Examine the role of CRM in B2C 2.0. How does CRM support customer
engagement, personalisation, and loyalty?

10. Evaluate how E-CRM and B2C 2.0 together help organisations improve
customer experiences and achieve long-term competitive advantage.
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Assignments

A retail organisation has implemented an E-CRM system to improve
customer relationships, but customer satisfaction levels remain low.
Analyse the possible reasons for this situation and suggest measures that
can enhance the effectiveness of E-CRM.

Evaluate the significance of the Six E’s of E-CRM in managing customer
relationships in a digital business environment. Illustrate your answer
with suitable examples.

CRM implementation often fails despite substantial investment in
technology. Critically examine the major success factors of CRM and
analyse how these factors influence the overall effectiveness of CRM
initiatives.

Analyse the role of CRM in Business-to-Customer (B2C) 2.0. How can

organisations utilise CRM technologies tei@énhance customer engagement,
personalisation, loyalty, and long-term customer value?
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Customer Value and Relationship
Management

Learning Outcomes

After completing this unit, the learner will be able to:

¢ explain the concepts of economics of customer care, Customer Lifetime
Value (CLV), customer loyalty, and service excellence in Customer
Relationship Management

¢ examine the significance of Customer Lifetime Value and loyal customer
relationships in enhancing customer retention “and organisational
profitability

¢ analyse the strategies for increasing, Customer Lifetime Value and
building long-term customer relationships in differéfit business contexts

¢ evaluate the role of service excéllence in improving customer satisfaction,
loyalty, and sustainable competitive advantage

Prerequisite

A few yearsiageg'Ravi opened a small electronics shop in his hometown.
During the first few months, he focused entirely on attracting new customers.
He spent heavily on adveftisements, offered attractive discounts, and celebrated
every new sale. However, despite the increasing number of customers, his profits
remained low. Many customers visited his shop only once and never returned.

One day, an elderly customer visited the shop to purchase a mobile phone.
Ravi patiently explained the features of different models, helped the customer
choose the most suitable option, and later called to ensure that the phone was
working properly. Impressed by the service, the customer returned a few months
later to purchase accessories and recommended the shop to several friends and
family members.

Gradually, Ravi realised that some customers visited his shop repeatedly,
purchased a variety of products over the years, and encouraged others to do
the same. He also noticed that treating customers with respect, understanding
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their needs, and providing prompt assistance created stronger relationships than
simply offering discounts. Instead of concentrating only on making sales, he
began investing in better customer service, maintaining customer information,
and recognising loyal customers. As customer satisfaction increased, complaints
declined, customer loyalty strengthened, and the business became more profitable.

Ravi's experience illustrates an important lesson for every organisation: lasting
business success depends not merely on acquiring customers but on creating value
for them, building enduring relationships, and consistently delivering excellent
service. Understanding how customer relationships contribute to profitability,
how the value of a customer grows over time, and why service excellence creates
loyal customers is essential for every modern business.

Customer Care, Customer Lifetime Value (CLV), Customer Retention, Customer
Loyalty, Customer Acquisition Cost (CAC), Customer Relationship Management
(CRM), Service Excellence, Customer! Satisfaction, ‘Customer Engagement,
Customer Profitability

Discussion

3.1.1 Economics of Customer Care

Economics of Customer Care refers to the financial value and business benefits
that arise from providing@ffective customer service and maintaining strong customer
relationships. It examines the costs and returns associated with customer care activities
and highlights how investingfin customer satisfaction can improve an organisation's
profitability and long-term success.

Traditionally, businesses focused mainly on acquiring new customers. However,
modern organisations recognise that retaining existing customers is often less expensive
and more profitable than attracting new ones. Customer care is therefore viewed as an
investment rather than an expense.

Customer care generates economic benefits in several ways. Satisfied customers are
more likely to make repeat purchases, purchase additional products, and remain loyal
to the company. They also tend to recommend the business to others through positive
word-of-mouth, reducing marketing and customer acquisition costs. In contrast, poor
customer service can lead to customer dissatisfaction, negative publicity, and customer
defection to competitors.
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The economics of customer care is based on the principle that the value generated
by satisfied and loyal customers should exceed the costs incurred in serving them.
Organisations therefore analyse factors such as customer acquisition cost, customer
retention cost, customer profitability, and customer lifetime value to evaluate the
effectiveness of their customer care initiatives.

3.1.1.1 Significance of Economics of Customer Care

The economics of customer care highlights the financial and strategic importance of
maintaining strong relationships with customers. In today's highly competitive business
environment, organisations can no longer rely solely on attracting new customers.
Long-term success depends on their ability to retain existing customers, satisfy their
needs, and build lasting relationships. The economics of customer care demonstrates
how investments in customer service, support, and relationship management contribute
directly to organisational profitability and growth.

1. Improves Customer Retention

One of the most important benefits of customer care is its ability, to retain customers.
Customers who receive prompt assistance, personalisedattention, andeffective solutions
to their problems are more likely to continue doing business with the organisation.
Customer retention is economically signifi€ant because Jacquiring new customers
generally requires substantial expenditure On advertising, promotions, and sales efforts.
By retaining existing customers, organisations can reduce these acquisition costs and
maintain a stable source of revenue.

For example, a mobile nétwork previder that responds quickly to customer
complaints and offers efficient supportéserviees is more likely to retain its subscribers
than a provider with poor customer service. The longer customers remain with the
company, the greater the economie benefits generated from their continued patronage.

2. Increases Profitability

Customer care plays a crucial role in enhancing organisational profitability. Satisfied
customers are more likelystefpurchase products and services repeatedly, resulting in a
steady flow of revenue. They may also be willing to spend more on premium products
or additional services offered by the company.

As customer relationships strengthen over time, the cost of serving loyal customers
often decreases while the revenue generated from them increases. This creates a
favourable balance between customer service costs and customer-generated income,
leading to higher profits. Consequently, investments in customer care often produce
substantial financial returns in the long run.

3. Reduces Customer Acquisition Costs

Acquiring new customers is often expensive due to marketing campaigns, promotional
activities, advertising expenses, and sales efforts. Customer care helps reduce these
costs by encouraging satisfied customers to recommend the organisation to others.
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Positive word-of-mouth communication is one of the most effective and cost-
efficient forms of marketing. Customers who have positive experiences frequently
share their opinions with friends, relatives, colleagues, and social media networks.
Such recommendations attract new customers without requiring significant marketing
expenditure. Therefore, effective customer care contributes to organisational growth
while reducing customer acquisition costs.

4. Enhances Customer Lifetime Value

Customer Lifetime Value (CLV) refers to the total revenue or profit that a customer
generates throughout their relationship with a company. The economics of customer
care emphasises increasing this value by strengthening customer relationships and
encouraging long-term engagement.

When customers remain loyal for many years, continue making purchases, and utilise
multiple products or services, their lifetime value increases significantly. Organisations
that provide excellent customer care are better positioned to maximise customer lifetime
value because satisfied customers are less likely to switch to‘cempetitors.

For instance, a customer who remains with a bankefor twenty years and uses various
financial products contributes significantly more value than a customer who closes the
account after a short period.

S. Strengthens Competitive Advantage

In many industries, products and prices\are often similar across competing firms.
As a result, customer care becom@s’an important source of competitive advantage.
Organisations that consistently deliver guperior customer service can differentiate
themselves from competitors and creaté stronger customer loyalty.

Customers frequentlysehooseyorganisations that provide convenient, reliable, and
responsive service/even when competitors offer similar products. This preference
creates a competitive edgefthat is difficult for rivals to replicate. Therefore, customer
care becomes a strategic asset/that supports organisational success in competitive
markets.

6. Builds a Strong Brand Reputation

Customer experiences significantly influence an organisation's reputation. When
customers consistently receive excellent service, they develop positive perceptions of
the organisation and trust its products and services. Over time, these positive perceptions
contribute to a strong brand image.

A strong reputation attracts new customers, strengthens relationships with existing
customers, and enhances stakeholder confidence. Conversely, poor customer service
can damage an organisation's reputation and result in customer losses. The economics
of customer care demonstrates that investing in service quality helps protect and
strengthen brand value, which ultimately contributes to long-term profitability.
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7. Encourages Repeat Purchases

Customer care encourages repeat business by creating positive experiences that
encourage or motivate customers to return. Customers who feel valued and respected
are more likely to continue purchasing from the same organisation rather than seeking
other options.

Repeat purchases are economically beneficial because organisations can generate
revenue from existing customers without incurring substantial marketing costs.
Furthermore, repeat customers often become more familiar with the company's products
and services, making future transactions smoother and more efficient.

8. Provides Valuable Customer Insights

Every interaction between a customer and an organisation generates valuable
information. Through customer care activities, organisations gain insights into customer
preferences, expectations, complaints, and buying behaviour.

This information can be analysed to improve products, develop new services, enhance
operational processes, and create more effective marketing strategies. By understanding
customer needs more accurately, organisations can make better degisions and improve
customer satisfaction. The resulting improvements conttibute to improved efficiency
and profitability.

9. Reduces Customer Complaints and Customer Churn

Customer churn refers to the loss.of customers who discontinue their relationship with
an organisation. Effective custeimer care helps eomtrol customer churn by identifying
and resolving issues before they become major problems.

Efficient complaint handling demonstrates that the organisation values its customers
and is committed t0 meeting their. needs. Customers who experience successful
problem resolution often develep greater trust and loyalty toward the organisation.
Consequently, investments in customer care help reduce customer losses and preserve
valuable customer relationshipst

10. Supports Long-Term Organisational Growth

Sustainable growth depends on maintaining a loyal customer base that continues to
generate revenue over time. The economics of customer care highlights how customer
satisfaction, loyalty, and retention contribute to long-term business success.

Organisations that consistently invest in customer care develop stronger customer
relationships, generate more stable revenues, and enhance their ability to compete in
changing market conditions. These factors create a foundation for continuous growth
and long-term sustainability.

The significance of the economics of customer care lies in its ability to transform
customer service from a routine operational activity into a strategic business investment.
By improving customer retention, increasing profitability, reducing acquisition costs,
enhancing customer lifetime value, strengthening competitive advantage, building
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brand reputation, encouraging repeat purchases, generating valuable customer insights,
reducing customer churn, and supporting long-term growth, customer care contributes
substantially to organisational success. Modern organisations therefore view customer
care not as an expense, but as an essential investment that generates significant economic
and strategic benefits.

3.1.1.2 Key Economic Principles of Customer Care

The economics of customer care is based on the idea that investments in customer
service and relationship management should create value for both customers and the
organisation. These principles help businesses evaluate the financial impact of customer
care activities and determine whether their efforts contribute to profitability and long-
term growth. Understanding these economic principles enables organisations to allocate
resources effectively and maximise returns from customer relationships.

1. Customer Acquisition Cost (CAC)

Customer Acquisition Cost (CAC) refers to the total cost incurred by an organisation
to attract and acquire a new customer. These costs includeadvertising expenses,
promotional campaigns, sales commissions, marketifi@activities, and other expenditures
associated with gaining new customers.

The principle of customer acquisition cost highlights that'acquiring new customers
is often expensive. Therefore, organisations should focus not only on attracting new
customers but also on retaining existing ones. Effective/customer care helps reduce the
need for costly acquisition efforts byiencouraging customer loyalty and positive word-
of-mouth referrals.

2. Customer Retention Principle

The customer retefition principle emphasises that retaining existing customers is
generally more economical than acquiring new ones. Existing customers are already
familiar with the organisation and require fewer marketing efforts to encourage repeat
purchases.

Customer care initiatives such as responsive service, personalised communication,
loyalty programmes, and efficient complaint handling help strengthen customer
relationships and reduce customer defection. Higher retention rates contribute to stable
revenues and improved profitability.

3. Customer Lifetime Value (CLV)

Customer Lifetime Value represents the total revenue or profits that a customer is
expected to generate throughout their entire relationship with an organisation. CLV
helps organisations understand the long-term value of retaining customers and investing
in customer care.

A customer with a high lifetime value justifies greater investment in customer service
and relationship-building activities. Organisations often use CLV to guide customer
segmentation, marketing strategies, and service decisions.
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4. Customer Profitability Principle

Customer profitability refers to the net profit generated by a customer after deducting
all costs associated with serving that customer. Not all customers contribute equally to
organisational profits. Some customers generate substantial revenue while requiring
relatively low service costs, whereas others may be costly to serve.

The customer profitability principle encourages organisations to identify profitable
customer segments and allocate resources efficiently. Customer care strategies should
focus on maximising value from profitable customers while improving service efficiency
for all customer groups.

5. Return on Customer Investment (ROCI)

Return on Customer Investment measures the financial return generated from
investments made in customer care and relationship management activities. It helps

organisations assess the effectiveness of their customer-focused initiatives.

When customer care programmes result in increased revenue, improved retention,
and enhanced profitability, they generate a positive return on investment. This principle
encourages organisations to evaluate customer care from a financial perspective.

Table 3.1.1 Comparison of Key Economi¢ Principles of Customer Care

Return on
Customer Customer
e Customer Customer e s Customer
Aspect Acquisition . e Lifetime Value
Cost (CAC) Retentions/Cost Profitability (CLV) Investment
(ROCI)
Net profit Total value Financial return
. garned from  a customer obtained from
. Cost incurred o ) .
Cost incurred to retain an individual is expected investments
Meaning to acquire a . customer to generate made in
an existing .
new customer: B omal after over the entire ~ customer care
' deducting relationship with and relationship
service costs. the organisation. management.
. . o o Evaluating the
Attracting Keeping Identifying Maximising aung
. effectiveness of
Focus new existing profitable long-term
customer care
customers. customers loyal. customers. customer value. .
mvestments.
Loyalty Additional
Advertising, rogrammes, revenue or
SINg programy Revenue Total expected
promotions, personalised . profit generated
o earned minus revenue or
Key Costs/  sales communication, from CRM
. cost of profit over the e
Measures ~ commissions, after-sales . i initiatives
. . serving the customer's .
marketing service, o compared with
. : customer. lifetime. .
campaigns. complaint the investment
handling. made.
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Ensure

Reduce customer care
Business Increase the customer churn  Improve Build long- initiatives
Obicctive customer and encourage  organisational term customer generate
) base. repeat profitability.  relationships. positive
purchases. financial
returns.
High CAC . Resources
. Lower retention oL Helps managers
requires can be Organisations
: costs generally L .. assess
. . effective . prioritised can justify
Managerial S improve . . whether CRM
o acquisition e towards investing more
Implication . profitability . . programmes
strategies and high-value in customers .
i and customer p 1 are financially
conversion customer with high CLV. )
loyalty. worthwhile.
rates. segments.

3.1.2 Customer Lifetime Value (CLV)

Customer Lifetime Value (CLV) refers to the total@zalue that a customer generates for
an organisation throughout the entire duration of theirtelationship with the business. It
is a key metric in Customer Relationship Managément (CRM) that helps organisations
estimate the long-term profitability of individual customers.

Rather than focusing only on a customer's current purchase, CLV considers the
cumulative revenue and profit that.a customer is expected to contribute over time.
It helps organisations understafid the importanée’of customer retention and guides
decisions related to marketing, customer setvice, and relationship-building activities.

In today's competitive business environment, organisations recognise that retaining
existing customers i§ often moreyprofitdble than continuously acquiring new ones.
Customer Lifetime Value_provides a financial perspective on the importance of
maintaining long-term.etistomer relationships.

Customer Lifetime Value ean be defined as the total net profit that an organisation
expects to earn from a customer during the entire period of their relationship with the
company.

In simple terms, CLV answers the question:

"How much is a customer worth to the business over their entire lifetime as a
customer?"”

3.1.2.1 Significance of Customer Lifetime Value

Customer Lifetime Value (CLV) is a leading indicator in Customer Relationship
Management (CRM) because it enables organisations to estimate the long-term value
of each customer. Instead of focusing solely on immediate sales or profits, CLV
encourages businesses to view customers as long-term assets whose value grows
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over time. Understanding the importance of CLV helps organisations make informed
decisions regarding customer acquisition, retention, marketing, and resource allocation.

1. Identifies High-Value Customers

Customer Lifetime Value helps organisations identify customers who contribute
the most revenue and profit over time. Not all customers have the same purchasing
behaviour or profitability. Some customers purchase more frequently, spend larger
amounts, and remain loyal for many years. By calculating CLV, organisations can
distinguish high-value customers from less profitable ones and develop strategies to
retain these valuable customers.

For example, an online retailer may discover that a small percentage of its customers
generate a large share of its revenue. The company can then offer these customers
personalised services, exclusive discounts, or loyalty rewards to strengthen their
relationship.

2. Improves Customer Retention

Retaining existing customers is generally more cost-effectivesthan acquiring new
ones. CLV demonstrates the long-term financial benefits of customer retention by
showing how much revenue a loyal customer can generate,througheut their relationship
with the organisation.

Organisations that understand the value of retaining customers are more likely to
invest in customer service, after-sales support, loyalty programmes, and relationship-
building activities. These effortsaficfeéase customer.satisfaction and reduce customer
turnover.

3. Supports Customer Acquisition Decisions

Customer Lifetime Value helps organisations determine how much they can afford to
spend on acquiring new custemers. If the expected lifetime value of a customer is high,
the organisation mayjustify investing more in marketing and promotional activities to
attract similar customers.

4. Enhances Marketing Effectiveness

CLV enables organisations to design more effective marketing strategies by focusing
on customer segments that offer the greatest long-term value. Instead of treating all
customers equally, businesses can personalise marketing campaigns based on customer
value and purchasing behaviour.

This targeted approach improves marketing efficiency, increases conversion rates,
and ensures that promotional resources are allocated to the most profitable customers.

5. Optimises Resource Allocation

Organisations often have limited financial and human resources. Customer Lifetime
Value helps managers allocate these resources efficiently by prioritising customers who
contribute the highest long-term value.
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For example, premium customer support, exclusive services, or personalised
relationship management may be provided to customers with higher lifetime value,
while standard services may be sufficient for lower-value customers.

6. Increases Profitability

Customer Lifetime Value contributes directly to organisational profitability by
encouraging long-term customer relationships. Loyal customers typically make repeat
purchases, spend more over time, and require lower marketing costs compared to newly
acquired customers.

Moreover, serving existing customers often becomes less expensive as organisations
become more familiar with their preferences and requirements. Consequently, higher
CLV leads to increased profits.

7. Encourages Long-Term Strategic Planning

Many organisations focus primarily on achieving short-tesm sales targets. CLV shifts
this perspective by emphasising the long-term financial value of customer relationships.

Managers use CLV to develop sustainable business strategies that prioritise
customer satisfaction, relationship building, and continuous engagement. This long-
term orientation contributes to organisationalstability and growth

8. Supports Customer Segmentation

Customer Lifetime Value provides an‘effective basis for customer segmentation.
Customers can be grouped aceording to ‘their.expected lifetime value, allowing
organisations to develop customised sharketing strategies for different customer
segments.

For example:
¢ High-CLV [eustomer§ may receive premium services and exclusive offers.
¢ Medium-CLV customers may receive targeted promotional campaigns.
¢ Low-CLV customers may be served through standard service channels.
This segmentation improves marketing efficiency and customer satisfaction.
9. Improves Product and Service Development

Customer Lifetime Value provides insights into customer preferences and purchasing
patterns. By analysing high-value customers, organisations can identify which products
and services generate the greatest long-term value.

These insights support product innovation, service improvements, pricing strategies,
and business expansion decisions.
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10. Strengthens Customer Loyalty

Organisations that actively seek to increase Customer Lifetime Value typically invest
more in customer relationships. They focus on delivering excellent customer service,
personalised experiences, loyalty programmes, and continuous communication.

These initiatives increase customer trust and emotional attachment to the organisation,
resulting in stronger customer loyalty and reduced customer switching.

11. Creates Sustainable Competitive Advantage

Customer Lifetime Value enables organisations to build long-term relationships that
competitors may find difficult to replicate. Companies that consistently deliver superior
customer experiences develop loyal customer bases, strong brand reputations, and
stable revenue streams.

These advantages contribute to sustainable competitive success in increasingly
competitive markets.

Customer Lifetime Value is a vital measure that helps organisations understand the
long-term economic value of their customers. By incorporating CEVainto their decision-
making processes, organisations can maximise customer value while achieving long-
term growth and profitability.

3.1.2.2 Components of Customer Lifetime Value (CLV)

Customer Lifetime Value (CLV)_is determined by several key components that
collectively estimate the totalfvalue a customer contributes to an organisation
throughout their relationship. /These comiponents help businesses understand customer
purchasing behaviour, forecast future revenue, and develop strategies to maximise long-
term profitability. By analysing these elemients, organisations can identify high-value
customers and makefinformed deeisions regarding customer acquisition, retention, and
relationship management,

The major components of Customer Lifetime Value are discussed below.
1. Average Purchase Value (APV)

Average Purchase Value refers to the average amount of money a customer spends
during a single purchase transaction. It indicates the monetary value of each purchase
made by the customer.

A higher average purchase value generally leads to a higher Customer Lifetime Value
because customers generate more revenue with every transaction.

Example:
If a customer spends 340,000 on eight purchases during a year,
Average Purchase Value = 340,000 +~ 8 =%5,000

Organisations can increase the average purchase value through strategies such as
premium product offerings, product bundling, and up-selling.
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2. Purchase Frequency

Purchase Frequency refers to the number of times a customer purchases products or
services from an organisation during a specific period, such as a month or a year.

Customers who purchase more frequently contribute more revenue over time and
therefore have a higher lifetime value. Organisations can improve purchase frequency
by introducing loyalty programmes, personalised promotions, subscription models, and
regular customer engagement.

3. Customer Lifespan (Customer Relationship Duration)

Customer Lifespan refers to the length of time a customer continues purchasing from
an organisation. It measures the duration of the customer-business relationship.

A longer customer lifespan significantly increases Customer Lifetime Value because
customers continue generating revenue over many years.

Example:
¢ Customer A remains with a company for 2 years.
¢ Customer B remains for 10 years.

Although both customers may spend theé same amount annually, Customer B has a
much higher lifetime value because of the longer relatignship.

Organisations can extend customer lifespan by providing excellent customer service,
maintaining product quality, and‘building strongieustomer relationships.

4. Customer Retention Rate

Customer RetentionsRate measures thepercentage of customers who continue doing
business with the ofganisation over a specific period. A high retention rate indicates
that customers aresatisfied’and loyal, resulting in increased Customer Lifetime Value.

5. Profit Margin

Profit Margin refers to the portion of revenue that remains after deducting the costs of
producing and delivering products or services. Since Customer Lifetime Value focuses
on profitability rather than revenue alone, profit margin is an essential component.

Calculation of Customer Lifetime Value
A simple formula for calculating Customer Lifetime Value is:

CLV = Average Purchase Value x Purchase Frequency X Customer
Lifespan

Example

Suppose a customer:
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¢ Spends 5,000 per purchase

¢ Makes 4 purchases per year

¢ Remains with the company for 5 years
Then,

CLV =3%5,000 x 4 x 5

CLV =7%100,000

This means that the customer is expected to generate 100,000 in revenue
over their relationship with the company.

3.1.2.3 Industry Applications of Customer Lifetime Value

Customer Lifetime Value (CLV) is widely used by organisations to understand the
long-term value of customers and develop strategies that improve eustomer satisfaction,
loyalty, and profitability. Although the concept of CLV is the same across industries,
its application varies depending on the nature of the business. Some industries rely on
repeat purchases, while others depend on long-term customenseldtionships or recurring
subscriptions. The following examples illustrate how CLV is applied in different sectors.

1. E-commerce Industry

E-commerce companies such’as Amazon and'Elipkart serve millions of customers
through online platforms. Since customiersican easily switch to competing websites,
these companies focus on increasing Customer Lifetime Value by encouraging repeat
purchases and building.eustomenloyalty.

CLV helps e-commerce companies to:

¢ identify customers who purchase frequently and spend more
recommend produéts based on previous purchases and browsing history
offer personalised discounts, coupons, and loyalty rewards

decide how much to spend on acquiring new customers and

S 0 o O

encourage repeat purchases through excellent customer service and timely
delivery.

For example, if an online retailer finds that a customer regularly purchases electronic
products, it may recommend related accessories, offer exclusive discounts, and provide
faster delivery options. These initiatives increase customer satisfaction and encourage
continued purchases, thereby increasing the customer's lifetime value.
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2. Banking and Financial Services

Banks aim to build long-term relationships with customers because a customer may
use several financial products over time, such as savings accounts, loans, credit cards,
insurance, and investment services.

Customer Lifetime Value helps banks to:
¢ 1identify customers who contribute higher long-term revenue
¢ offer suitable financial products based on customer needs
¢ improve customer retention through better service quality and
0 develop loyalty programmes for valuable customers.

For example, a bank may initially open a savings account for a young customer. As
the customer progresses through different stages of life, the bank may offer education
loans, home loans, credit cards, insurance, and investment, products. Maintaining a
long-term relationship increases the customer's lifetime valuefor the bank.

3. Subscription-Based Businesses

Subscription-based businesses earn revenuesthrough regular/payments made by
customers over a period of time. Example§ include video streaming services, music
streaming platforms, online learning portals, softwate subscriptions, and digital
newspapers.

In these businesses, Customerdifetime Valuedepéends largely on how long customers
continue their subscriptions.

CLV helps subscription businesses to:
0 reduce customer cancellatiofisy(@ustomer churn)
¢ improve customer satisfaction through quality service
¢ introduce loyalty benefits for long-term subscribers

0 evaluate whether customer retention programmes are effective.

For example, an online learning platform may provide personalised course
recommendations, progress tracking, and certificates to encourage learners to renew
their subscriptions. The longer a customer remains subscribed, the greater the Customer
Lifetime Value.

4. Retail Industry

Retail businesses such as supermarkets, apparel stores, and consumer electronics
outlets use CLV to understand customers' buying behaviour and encourage repeat visits.

Retailers use CLV to:

¢ introduce membership and loyalty card programmes
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O reward frequent shoppers with discounts and reward points
¢ send personalised promotional messages

¢ improve customer service to strengthen long-term relationships.

For example, a supermarket may reward regular customers with points for every
purchase, which can later be redeemed for discounts. Such programmes encourage
repeat purchases and increase customer loyalty.

3.1.2.4 Strategies to Increase Customer Lifetime Value (CLV)

Customer Lifetime Value (CLV) represents the total revenue or profit that a customer
generates for an organisation throughout the duration of their relationship. Increasing
Customer Lifetime Value is one of the primary objectives of Customer Relationship
Management (CRM), as it enables organisations to maximise profitability while
building long-term customer relationships.

Organisations can enhance CLV by encouraging customers to purchase more
frequently, spend more per transaction, remain loyal for longer periods, and recommend
the organisation to others. These strategies can bé grouped into five broad themes:
Customer Experience, Relationship Management, Loyalty Programmes and Value
Enhancement, Technology and Data Analytics;, and Continuetis Improvement and
Innovation.

A. Customer Experience

Customer experience refers to'the overall impression customers form through every
interaction with an organisation. A positive.experience increases customer satisfaction
and encourages repeat purchases.

1. Deliver Excellent Customer Service

Providing prompt, coufteous) and efficient customer service is one of the most
effective ways to imerease Customer Lifetime Value. Excellent customer service
includes:

¢ Responding quickly to customer enquiries.
¢ Resolving complaints effectively.

¢ Providing accurate information.

0 Offering reliable after-sales support.

¢ Treating customers with respect and professionalism.

Customers who consistently receive excellent service develop trust in the organisation
and are more likely to remain loyal.

2. Improve Product and Service Quality

Customers continue purchasing from organisations that consistently deliver reliable
products and high-quality services. Continuous improvement in product quality,
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innovation, and service delivery enhances customer satisfaction and encourages long-
term relationships.

3. Personalise Customer Experiences

Customers appreciate products, services, and communications that match their
individual preferences. Organisations can personalise customer experiences by
recommending suitable products, sending customised promotional offers, and tailoring
communication according to customer interests. Personalisation strengthens customer
engagement and increases repeat purchases.

B. Relationship Management

Relationship management focuses on developing long-term relationships rather than
merely completing individual sales.

4. Build Strong Customer Relationships

Maintaining regular communication, understanding customer needs, and helping
personalised assistance organisations build trust and emotional attachment. Strong
relationships reduce customer switching and contribfite to long-term profitability.

5. Reduce Customer Churn

Customer churn refers to customers/ discontinuing their relationship with an
organisation. Identifying dissatisfied customers, resolving complaints promptly, and
offering retention incentives help reduce churn and increase Customer Lifetime Value.

6. Strengthen Customer Engagement

Organisations should maintain continuous interaction with customers through
newsletters, social media,, product updates;, educational content, and events. Engaged
customers are moredikely to remaifisloyal and recommend the organisation to others.

C. Loyalty Programmes and Value Enhancement

These strategies encouragesustomers to purchase more frequently and increase the
value of each customer relationship.

7. Implement Customer Loyalty Programmes

Loyalty programmes reward repeat purchases through reward points, cashback,
discounts, exclusive memberships, and special privileges. Such programmes encourage
customers to continue purchasing from the organisation.

8. Adopt Cross-selling and Up-selling Strategies

Cross-selling involves recommending complementary products, while up-selling
encourages customers to purchase premium alternatives. When these techniques
are based on customer needs, they increase the average purchase value and improve
customer satisfaction.
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9. Encourage Customer Referrals

Satisfied customers often recommend products and services to friends and family.
Referral programmes reward existing customers for introducing new customers, thereby
reducing customer acquisition costs while expanding the customer base.

D. Technology and Data Analytics

Technology enables organisations to understand customer behaviour and make
informed decisions that improve Customer Lifetime Value.

10. Leverage CRM Technology and Data Analytics

CRM software enables organisations to maintain customer records, analyse
purchasing behaviour, identify high-value customers, and personalise marketing efforts.
Data analytics helps organisations make better decisions regarding customer retention
and relationship management.

E. Continuous Improvement and Innovation

Long-term customer relationships require organisations to comtinuously improve
their offerings and respond to changing customer expeetations.

11. Utilise Customer Feedback for Continuous Improvement

Customer feedback collected through surveys, online reviews, complaints, and direct
interactions helps organisations identify areas for improvement. Acting upon customer
feedback demonstrates that the organisation values customer opinions and is committed
to enhancing customer satisfaction.

12. Continuously Innovate

Organisations should regularlysintroddce new products, improve existing services,
adopt modern technologiessgand enhance customer support systems. Continuous
innovation helps meet ehanging customer expectations and encourages customers to
maintain long-term relationships with the organisation.

3.1.3 Building a Loyal Relationship

Building a loyal relationship refers to the process of developing long-term, mutually
beneficial relationships between an organisation and its customers. It involves creating
trust, satisfaction, commitment, and emotional attachment that encourage customers
to continue purchasing from the organisation over an extended period. In Customer
Relationship Management (CRM), building loyal relationships is considered one of the
most effective strategies for improving customer retention, increasing profitability, and
achieving sustainable competitive advantage.

Modern businesses recognise that attracting new customers is more expensive
than retaining existing ones. Therefore, organisations invest significant resources in
understanding customer needs, delivering superior value, and maintaining continuous
engagement to foster customer loyalty. A loyal customer not only makes repeat
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purchases but also recommends the organisation to others, provides valuable feedback,
and contributes to long-term business success.

3.1.3.1 Meaning of Customer Loyalty

Customer loyalty is the willingness of customers to continue purchasing products or
services from the same organisation despite the availability of competing alternatives.
Loyal customers repeatedly choose a particular brand because they trust the organisation,
are satisfied with its offerings, and perceive greater value in maintaining the relationship.

Customer loyalty extends beyond repeated purchasing behaviour. It reflects a positive
emotional connection with the organisation, resulting in long-term commitment and
advocacy.

3.1.3.2 Challenges in Building Loyal Relationships

Building loyal customer relationships is a primary objectiye of Customer Relationship
Management (CRM). Loyal customers contribute to repeat business, positive word-of-
mouth, increased Customer Lifetime Value (CLV), and long-termptofitability. However,
developing and maintaining customer loyalty has beeome increasingly challenging due
to changing customer expectations, intense market competition,/rapid technological
advancements, and evolving business envirefiments, Organisations must continuously
adapt their strategies to retain customers @and strengthen long-term relationships. The
major challenges in building loyal relationships are discussed below.

1. Intense Market Competition

One of the biggest challenges in buildingiloyal relationships is intense competition.
Most industries offer numerous alternatives, allowing customers to switch easily from
one brand to another. Competitors frequently introduce new products, attractive pricing
strategies, promotiofial offers, and'infiovative services to attract customers. As a result,
organisations must consisténtly provide superior value to retain customer loyalty.

2. Changing Customer Expéctations

Customer expectations are constantly evolving due to technological advancements,
increased access to information, and changing lifestyles. Modern customers expect
high-quality products, personalised experiences, faster service, convenient purchasing
options, and seamless communication across multiple channels. Organisations that fail
to meet these changing expectations risk losing customer trust and loyalty.

3. Price Sensitivity

Many customers consider price as an important factor when making purchasing
decisions. Competitors often attract customers by offering lower prices, discounts,
cash back offers, or promotional schemes. Even satisfied customers may switch to
competitors if they perceive greater value elsewhere. Balancing competitive pricing
with profitability is therefore a major challenge for organisations.

m SGOU - SLM - BBA - Customer Relationship Management 115

i~

Rt ——
SREENARAYANAGURU
GPEN UNIVERSITY




4. Inconsistent Service Quality

Customers expect consistent service quality in every interaction with an organisation.
Variations in service standards across branches, employees, online platforms, or
communication channels can lead to dissatisfaction. Inconsistent service experiences
weaken customer confidence and reduce loyalty. Maintaining uniform service quality
across all customer touchpoints requires continuous employee training, process
standardisation, and performance monitoring.

5. Poor Complaint Handling

Customer complaints are inevitable in any business. However, the inability to resolve
complaints promptly and effectively can significantly damage customer relationships.
Delayed responses, inadequate solutions, lack of empathy, or failure to follow up may
leave customers dissatisfied. Poor complaint handling often results in customer churn
and negative word-of-mouth, making it difficult to build long-term loyalty.

6. Increasing Customer Awareness

Customers today have access to extensive information through the internet, social
media, online reviews, and comparison websites."They can easily compare prices,
product features, service quality, and customer experiences before making purchasing
decisions. This increased awareness makes customers moreyseléctive and raises their
expectations, making loyalty more difficult to achieve:

7. Digital Fatigue

Organisations increasingly4 communicate  "With customers through emails,
mobile notifications, social media, SMS; and promotional messages. While digital
communication helps maintain customer relationships, excessive communication can
overwhelm customersggleading to digitaldfatigue. Customers may ignore messages,
unsubscribe from mailing lists, or'even develop negative attitudes towards the brand.
Organisations should therefore ensure that communication is relevant, timely, and adds
value to the customer.

8. Privacy and Data Seeurity Concerns

Customer Relationship Management relies heavily on collecting and analysing
customer data. However, customers are becoming increasingly concerned about
how organisations collect, store, and use their personal information. Data breaches,
unauthorised sharing of customer information, and lack of transparency can damage
customer trust. Organisations must protect customer data, obtain appropriate consent,
and comply with data protection regulations to maintain customer confidence.

9. Ethical Use of Artificial Intelligence (AI)

Many organisations now use Artificial Intelligence (AI) to personalise
recommendations, automate customer support through chatbots, and predict customer
behaviour. Although AI improves efficiency, it also raises ethical concerns such as
biased recommendations, lack of transparency, and excessive reliance on automated
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decisions. Customers still expect fairness, accountability, and the option to interact with
human representatives when necessary. Organisations should therefore ensure that Al is
used responsibly and ethically.

10. Maintaining Omnichannel Consistency

Customers interact with organisations through multiple channels, including physical
stores, websites, mobile applications, social media, call centres, and email. They expect
a consistent experience regardless of the channel they use. Inconsistent information,
pricing, service quality, or communication across these channels can confuse customers
and weaken their trust. Ensuring seamless integration across all customer touchpoints
has become a significant challenge for organisations.

11. Managing the Overall Customer Experience

Modern customers evaluate organisations based on their entire experience rather
than a single purchase or service interaction. Every stage of the customer journey from
searching for information and purchasing a product to réceiving after-sales support
shapes customer perceptions. A negative experience at any stage.may reduce customer
satisfaction and loyalty. Therefore, organisationsgmust continueusly monitor and
improve the overall customer experience to build lasting customer relationships.

3.1.4 Service Excellence

Service excellence refers to the consistent delivery of high-quality service that not
only meets but exceeds customer_expectations. It isf@ customer-centric approach in
which organisations strive to provide exceptional experiences at every stage of the
customer journey. Service eXcellencedgoes, beyond merely delivering products or
resolving customer complaints; it involves creating positive and memorable experiences
that build trust, satisfaetion, and long-term‘loyalty.

In today's highly competitive, business environment, products and prices can often
be easily replicated bys€¢ompetitors. However, outstanding customer service is difficult
to imitate and therefore becomes a significant source of competitive advantage.
Organisations that achigverservice excellence enjoy higher customer satisfaction,
stronger customer loyalty, improved brand reputation, and increased profitability.
Consequently, service excellence is regarded as a core element of Customer Relationship
Management (CRM) and an essential factor for sustainable business success.

3.1.4.1 Meaning of Service Excellence

Service excellence is the ability of an organisation to consistently provide superior
service that satisfies customer needs, exceeds their expectations, and creates long-term
value for both the customer and the organisation. It requires every employee, process,
and business activity to focus on delivering outstanding customer experiences.

Service excellence is not a one-time achievement but a continuous process of
improving service quality, understanding customer expectations, and adapting to
changing market conditions.
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3.1.4.2 Characteristics of Service Excellence
1. Customer-Centred Approach

Service excellence places customers at the centre of every organisational decision
and activity. Organisations seek to understand customer needs, expectations, and
preferences before designing products, services, and customer interactions. Every
process is developed to create value for customers.

2. Consistency in Service Delivery

Excellent service requires consistency across all customer interactions. Customers
expect the same high standard of service regardless of the employee they interact with
or the communication channel they use. Consistent service builds trust, reliability, and
confidence in the organisation.

3. Responsiveness

Responsiveness refers to the willingness and ability of amyorganisation to provide
prompt assistance whenever customers require support. “Customers appreciate
organisations that respond quickly to enquiries, coniplaints, and setvice requests. Fast
response times reduce customer frustration and improveioverall satisfaction.

4. Reliability

Reliability means delivering services accurately and consistently according to
customer expectations and organisational promises. Customers develop confidence in
organisations that fulfil commitmeénts, deliverproeduets on time, and provide dependable
service.

5. Professionalism

Customer service@mployees shoulddémonstrate professionalism through appropriate
behaviour, courtesy, competénce; honesty, and ethical conduct. Professional employees
communicate effectively, possess adequate product knowledge, and treat customers
with respect, thereby creating positive customer experiences.

6. Personalisation

Service excellence involves recognising that every customer has unique needs and
preferences. Organisations use customer information and CRM systems to personalise
interactions, recommend relevant products, and provide customised solutions.
Personalised service enhances customer satisfaction and strengthens long-term
relationships.

7. Continuous Improvement

Organisations committed to service excellence continuously evaluate and improve
their service quality. They analyse customer feedback, monitor service performance,
identify operational weaknesses, and implement corrective actions. Continuous
improvement enables organisations to adapt to changing customer expectations and
maintain high service standards.
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Customer care is a strategic investment that enhances customer satisfaction,
retention, profitability, and long-term business growth.

The economics of customer care emphasises that retaining existing
customers is generally more cost-effective and profitable than acquiring
new ones.

Customer Lifetime Value (CLV) measures the total value a customer
contributes to an organisation throughout the entire customer relationship.

The major components of CLV include Average Purchase Value, Purchase
Frequency, Customer Lifespan, Customer Retention Rate, and Profit
Margin.

Increasing Customer Lifetime Value requires strategies, such as delivering
excellent customer service, personalising customer experiences,
strengthening customer relationships, “@and encouraging customer
engagement.

Building loyal customer relatiofiships is essential for improving customer
retention, increasing repeat purchases, gemerating positive word-of-
mouth, and creating sustainable'cempetitive’advantage.

Organisations facegseveral challenges in building loyalty, including
intense competition, changihg customer expectations, price sensitivity,
inconsistent serviee, quality, lack of personalisation, and declining
customer trust.

Service/excellen€e inivolves consistently delivering high-quality service
that meetsyor exceeds customer expectations and creates memorable
customer experiences.

The characteristics of service excellence include customer-centricity,
consistency, responsiveness, reliability, professionalism, personalisation,
and continuous improvement.

Successful Customer Relationship Management (CRM) integrates
customer care, Customer Lifetime Value, loyalty-building, and service
excellence to create long-term customer relationships and maximise
organisational profitability.
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Objective Questions
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What is meant by the economics of customer care?

Why is customer retention considered more economical than customer
acquisition?

What is Customer Lifetime Value (CLV)?

Name any four components of Customer Lifetime Value.

What is the significance of Customer Lifetime Value in CRM?

What is meant by customer loyalty?

Mention any two challenges in building loyal customer relationships.
What is service excellence?

State any four characteristics of service exeellence.

10. How does service excellence contribuitéite, organisational success?

Answers

Economics of customer care refers to the financial value and business
benefits gained,by providing effective customer service and maintaining
strong customer relationships.

Customerngetention 18 considered more economical because retaining
existing customers costs less than acquiring new customers and generates
higher long-temmsprofitability.

Customer Lifetime Value (CLV) is the total revenue or profits that a
customer is expected to generate throughout their relationship with an
organisation.

Four components of Customer Lifetime Value are Average Purchase
Value, Purchase Frequency, Customer Lifespan, and Customer Retention
Rate.

Customer Lifetime Value helps organisations identify valuable
customers, improve customer retention, optimise marketing investments,
and enhance long-term profitability.

SGOU - SLM - BBA - Customer Relationship Management

SREENARAYANAGURU
OPEN UNIVERSITY



6. Customer loyalty is the willingness of customers to continue purchasing
from the same organisation because of satisfaction, trust, and positive
experiences.

7. Two challenges in building loyal customer relationships are intense
market competition and changing customer expectations.

8. Service excellence is the consistent delivery of high-quality service that
meets or exceeds customer expectations and creates positive customer
experiences.

9. Fourcharacteristics of service excellence are a customer-centred approach,
consistency in service delivery, responsiveness, and reliability.

10. Service excellence contributes to organisational success by improving
customer satisfaction, increasing customer loyalty, strengthening brand
reputation, and enhancing profitability.

Self-Assessment Questions

1.  Why should organisations view customer care as an investment rather
than an expense?

2. How does Customer Kifetime Value (CEV) help organisations make better
marketing and customer relationship decisions?

3. Explain how improving customer retention contributes to organisational
profitability.

4. How can an organisation increase the Customer Lifetime Value of its
customers?

5. Why is buildifigiflong-term customer relationships more beneficial than
focusing only on acquiring new customers?

6. What challenges do organisations face in building loyal customer
relationships, and how can these challenges be addressed?

7. Describe the role of trust and personalisation in developing customer
loyalty.

8. Why is service excellence considered a source of competitive advantage
in today's business environment?

9. How do the characteristics of service excellence contribute to customer
satisfaction and loyalty?
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10. Reflect on your own experiences as a customer. Describe a situation
where excellent customer service influenced your decision to continue
purchasing from a business. What aspects of service made the experience
memorable?

Assignments

1. Customer care is often regarded as a strategic investment rather than a
business expense. Analyse this statement by explaining how effective
customer care contributes to customer retention, profitability, and long-
term organisational growth.

2. Customer Lifetime Value (CLV) is an important metric in Customer
Relationship Management. Analyse how organisations can use CLV to
improve customer retention, marketing strategies, andresource allocation
with suitable examples.

3. Building loyal customer relationships has, become increasingly
challenging in today's competitive business, environment. Examine the
major challenges organisations face in developing customer loyalty and
suggest appropriate strategies t0 overcome them.

4. Service excellence is akey driver of custemer satisfaction and competitive
advantage. Analyseg'the characteristics of service excellence and discuss
how organisations can achieve service excellence to build long-term
customer relationships and enhafice business performance.
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Unit —@

Customer Data Management and
Analytical CRM

Learning Outcomes

After completing this unit, the learner will be able to:

O explain the concepts of Analytical CRM, data sharing and management,
Customer Information Databases, data warehousing, and data mining in
the context of Customer Relationship Management

¢ examine the role of customer data management in supporting informed
decision-making, improving customer relationshipsy and enhancing
organisational performance

¢ analyse the functions and applieations of ) Customer Information
Databases, data warehousing, afid data mining in“managing customer
information and generating business intelligence

¢ evaluate how Analytical CRM"and data-driven technologies contribute
to customer satisfactiofi, customer tétention, and sustainable competitive
advantage

Meera owns a growing online clothing store that serves customers across the
country. Every day, hundreds of customers visit her website, browse products,
place orders, make payments, and contact customer support with queries. As
her business expanded, she realised that each customer interaction generated
valuable information. However, this information was scattered across different
systems such as the website, payment gateway, delivery service, and customer
support platform. As a result, employees often struggled to access complete
customer records, marketing campaigns reached the wrong audience, and
customer complaints took longer to resolve.

To overcome these challenges, Meera decided to organise all customer
information in a central database. She ensured that customer data collected
from different sources was regularly updated, securely stored, and shared with
authorised employees. The organisation also began storing historical customer

124 SGOU - SLM - BBA - Customer Relationship Management

SREENARAYANAGURU
OPEN UNIVERSITY



information ina data warehouse, making it easier to generate reports and understand
long-term business trends. By applying advanced analytical techniques to this
data, Meera discovered valuable insights such as customers' purchasing patterns,
popular products, seasonal demand, and the likelihood of customers discontinuing
their purchases. These insights enabled her to personalise marketing campaigns,
improve customer service, make informed business decisions, and strengthen
customer relationships.

Meera's experience demonstrates that customer data is much more than
a collection of records. When it is properly managed, organised, stored, and
analysed, it becomes a powerful strategic resource that helps organisations
understand customers, improve business performance, and gain a competitive
advantage. Understanding how customer information is managed and transformed
into meaningful business intelligence has become an essential requirement for
organisations operating in today's data-driven business environment.

Analytical CRM, Data Sharing, Data” Management, Customer Information
Database, Data Warehouse, ETL (Extract, Transform, Load), Metadata, Business
Intelligence, Data Mining, Customer Analytics

3.2.1 Analytical CRM

In today's competitive business environment, organisations generate vast amounts of
customer data through sales tr@nsactions, websites, mobile applications, social media
platforms, customer service interactions, and loyalty programmes. Merely collecting
customer data is not sufficient; organisations must analyse this data to gain meaningful
insights into customer behaviour, preferences, and purchasing patterns. These insights
enable businesses to make informed decisions, improve customer relationships, and
develop effective marketing strategies.

Analytical Customer Relationship Management (Analytical CRM) focuses on
collecting, storing, analysing, and interpreting customer data to support strategic
decision-making. Unlike Operational CRM, which manages day-to-day customer
interactions, Analytical CRM transforms customer data into valuable information that
helps organisations understand customer needs, predict future behaviour, and improve
business performance.
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3.2.1.1 Meaning and Definition

Analytical CRM is a component of Customer Relationship Management that uses data
analysis, business intelligence, statistical techniques, and analytical tools to understand
customer behaviour and support managerial decision-making. It enables organisations
to analyse customer information collected from multiple sources and convert it into
meaningful insights for developing customer-centric strategies.

Analytical CRM does not directly interact with customers. Instead, it works behind the
scenes by analysing customer data stored in databases and data warehouses to identify
trends, customer preferences, buying patterns, profitability, and future opportunities.

Analytical CRM can be defined as the process of collecting, integrating,
analysing, and interpreting customer data to support strategic business
decisions, improve customer relationships, and enhance organisational
performance.

3.2.1.2 Features of Analytical CRM
1. Data-Driven Decision Making

Analytical CRM enables organisations tefmake decisions'based on factual customer
data rather than assumptions. By analysing customer information, managers can identify
trends, evaluate customer preferences, and develop evidence-based business strategies.

2. Customer Behaviour Analysis

One of the primary features of Analytical CRM is its ability to study customer
behaviour. It helps organisations understand purchasing patterns, product preferences,
purchase frequency, sedsonal demand, and‘customer responses to marketing campaigns.

3. Customer Segmentation

Analytical CRM classifies customers into different groups based on characteristics
such as demographics, purehasing behaviour, profitability, lifestyle, or buying frequency.
Customer segmentation enables organisations to design targeted marketing campaigns
and personalised services.

4. Sales Analysis

Analytical CRM evaluates sales data to identify high-performing products, profitable
customer segments, seasonal sales trends, and regional market performance. This
information supports better sales planning and forecasting.

5. Marketing Analysis

Organisations use Analytical CRM to assess the effectiveness of advertising
campaigns, promotional activities, pricing strategies, and customer acquisition
programmes. Marketing managers can measure campaign performance and optimise
future marketing investments.
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6. Customer Profitability Analysis

Analytical CRM helps organisations determine which customers contribute the
highest profits. By analysing customer profitability, businesses can allocate resources
more effectively and focus on retaining valuable customers.

7. Forecasting and Predictive Analysis

Using historical customer data, Analytical CRM predicts future customer behaviour,
product demand, customer churn, and sales performance. Predictive analysis helps
organisations prepare proactive strategies and reduce business risks.

8. Integration of Multiple Data Sources

Analytical CRM integrates customer information from various sources such as
websites, mobile applications, sales records, customer service centres, emails, and social
media platforms. This integration provides a comprehensive view of each customer.

9. Performance Measurement

Analytical CRM monitors key performance indicators (KPIs), such as customer
satisfaction, retention rates, customer lifetime value, matketing return on investment, and
sales performance. These measurements help organisations evaluate the effectiveness
of their CRM initiatives.

3.2.1.3 Difference between Operational CRM and Analytical CRM
Table 3.2.1 Difference between Operational CRM and Analytical CRM

Basis Operational CRM Analytical CRM
Purbose Manages day-to-day.customer  Analyses customer data for
P interactions decision-making
Focus Customer service, sales, and Customer analysis and business
marketing operations intelligence
Nature Operational Strategic

Data Usage Records customer transactions  Analyses customer information

Main . . . .. .
. Improve operational efficienc Improve strategic decision-makin,

Objective P P Y P & &

Users Sales, marketing, and customer =~ Managers, business analysts, and

service staff top management

3.2.1.4 Applications of Analytical CRM

Analytical CRM is widely used across various business functions and industries
to analyse customer data, identify patterns, improve decision-making, and develop
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customer-centric strategies. By transforming raw customer data into meaningful
insights, Analytical CRM enables organisations to enhance customer satisfaction,
improve operational efficiency, and achieve long-term business success. The major
applications of Analytical CRM are discussed below.

1. Marketing

Marketing is one of the most important areas where Analytical CRM is applied.
Organisations collect and analyse customer information such as demographic details,
purchasing behaviour, browsing history, preferences, and responses to previous
marketing campaigns. This analysis helps marketers identify target customer segments
and design marketing campaigns that are more relevant and effective.

Analytical CRM also enables organisations to evaluate the success of promotional
campaigns by measuring customer response rates, conversion rates, return on investment
(ROI), and campaign effectiveness. Based on these insights, marketers can modify
future campaigns to achieve better results.

2. Sales Management

Analytical CRM plays a significant role in improvingsales management by providing
valuable insights into customer buying behaviour and sales performance. It helps sales
managers forecast future sales by analysingdhistorical sales'data, seasonal trends, and
customer demand patterns.

The system also assists in customer segmentation by grouping customers according
to factors such as purchasing frequénicy, spending patterns, geographic location, and
profitability. This enables saleseams to foeus their efforts on high-value customers and
develop customised sales strategies.

3. Customer Service

Customer service departments use Analytical CRM to improve the quality and
efficiency of customesssupport. By analysing customer complaints, enquiries, service
requests, and feedback, organisations can identify recurring problems and understand
the major reasons for customer dissatisfaction.

The insights generated help organisations improve complaint handling procedures,
reduce response times, and enhance overall service quality. Analytical CRM also enables
businesses to measure customer satisfaction levels and evaluate the effectiveness of
customer support teams.

4. Banking and Financial Services

Banks and financial institutions generate enormous volumes of customer data through
transactions, loan applications, credit card usage, online banking, and investment
activities. Analytical CRM analyses this information to understand customer financial
behaviour and provide personalised financial solutions.

It helps banks recommend suitable products such as savings accounts, loans,
insurance policies, investment plans, and credit cards based on individual customer
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needs. Analytical CRM also assists in identifying profitable customers, assessing
customer lifetime value, and developing customer retention strategies.

5. Retailing

Retail businesses rely heavily on Analytical CRM to understand customer purchasing
behaviour and improve business performance. By analysing purchase histories,
shopping frequency, product preferences, and seasonal buying patterns, retailers can
identify customer needs more accurately.

These insights help retailers recommend relevant products, develop effective
promotional campaigns, manage inventory efficiently, and optimise product placement
within stores. Analytical CRM also supports customer loyalty programmes by
identifying loyal customers and offering personalised rewards or exclusive discounts.

6. Telecommunications

Telecommunications companies use Analytical CRM e analyse customer usage
patterns, service preferences, billing information, and ‘eomplaint records. This
information helps organisations understand customer behaviour and improve service
delivery.

One of the most valuable applications is customenchurn prediction. Analytical CRM
identifies customers who may discontinuesheir serviees by analysing declining usage
patterns, frequent complaints, delayed bill payments, orreduced customer engagement.
The organisation can then introduce retention strategies such as customised data plans,
loyalty rewards, or promotional offérs:

7. Healthcare

Healthcare organisations mereasingly aise Analytical CRM to improve patient
care and strengthen patient relationships. Hospitals, clinics, and healthcare providers
analyse patient re¢ords, treatment history, appointment schedules, diagnostic reports,
and feedback to provide'better healthcare services.

Analytical CRM helps healthcare organisations understand patient needs, improve
appointment scheduling, personalise treatment reminders, and monitor patient
satisfaction. It also supports healthcare administrators in planning medical resources
and improving service quality.

8. E-commerce

E-commerce companies extensively use Analytical CRM to improve online
shopping experiences. By analysing customers' browsing history, purchase behaviour,
search patterns, and abandoned shopping carts, organisations can personalise product
recommendations and promotional offers.

Analytical CRM also helps online retailers optimise website design, improve
customer engagement, predict future purchases, and enhance cross-selling and
up-selling opportunities. This leads to higher customer satisfaction and increased sales.
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9. Al-Driven Customer Analytics and Predictive Decision-Making

Advances in Artificial Intelligence (AI) and data analytics have significantly
enhanced the capabilities of Analytical CRM. Modern organisations use Al-driven
customer analytics to process large volumes of customer data, identify hidden patterns,
and generate insights that support better business decisions. These technologies help
organisations understand customer preferences, anticipate future needs, and deliver
personalised customer experiences.

10. Predictive Analytics

Predictive analytics uses historical customer data to forecast future customer
behaviour. Organisations analyse past purchases, browsing history, service usage, and
transaction patterns to predict future purchases, identify customers who may discontinue
using a product or service, and estimate customer lifetime value. These predictions enable
organisations to take proactive measures such as offering personalised promotions or
loyalty incentives.

Example: An e-commerce company may identify customers who have not made a
purchase for several months and send them special discount offers to encourage repeat
purchases.

11. Sentiment Analysis

Customers frequently express their opinions through online reviews, social media
posts, emails, and feedback forms. Sentiment analysis helps organisations analyse these
opinions to determine whether customer attitudes afe positive, negative, or neutral.
Understanding customer sentifment enables organisations to identify service issues,
improve products, and respond quickly to customer concerns.

Example: A hotel chaimmmay analyse online reviews to identify recurring complaints
about room cleanlin€ss or customer séfvice and implement corrective measures.

12. Recommendation/Engines

Recommendation engines’ analyse customers' previous purchases, browsing
behaviour, and preferences to suggest products or services that match their interests.
These recommendations improve customer convenience while increasing sales through
cross-selling and up-selling.

Example: Online retailers such as Amazon recommend products based on a customer's
purchase history, while streaming platforms such as Netflix suggest movies or television
programmes based on previous viewing preferences.

Analytical CRM has transformed customer relationship management from a
transaction-oriented approach into a data-driven strategic function. By converting
vast amounts of customer data into meaningful insights, it enables organisations to
understand customer behaviour, anticipate future needs, and make informed business
decisions. Rather than relying on intuition, organisations can use analytical evidence to
develop targeted marketing strategies, enhance customer experiences, optimise resource
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allocation, and strengthen long-term customer relationships. As digital technologies
continue to generate increasing volumes of customer data, the importance of Analytical
CRM will continue to grow. Organisations that effectively utilise Analytical CRM
are better equipped to respond to changing market conditions, improve customer
satisfaction, achieve sustainable competitive advantage, and drive long-term business
success.

3.2.2 Data Sharing and Management

Customer Relationship Management (CRM) relies heavily on accurate, timely, and
accessible customer data. Every interaction between an organisation and its customers
generates valuable information, including purchase history, contact details, service
requests, payment records, feedback, and communication preferences. However,
collecting data alone is insufficient. To derive meaningful value from customer
information, organisations must ensure that it is shared appropriately across departments
and managed efficiently throughout its lifecycle.

Data sharing enables different functional areas such as matketing, sales, customer
service, finance, and logistics to access relevant gustomer information, facilitating
coordinated decision-making and seamless customer experiences. At the same time,
effective data management ensures that custemes,data rfemainsfaccurate, complete,
secure, and up to date. Together, data sharing and management form the foundation of
successful CRM by improving operational efficiency, enhancing customer satisfaction,
and supporting informed business decisions.

3.2.2.1 Meaning of Data Sharing and Management

Data sharing refers to the process  of making customer information available to
authorised individuals,.departments, or systems within an organisation so that it can
be used for variousdusiness purposesiIt enables employees to access the information
they need to serve customers efficiently while promoting collaboration among different
business functions.

Data management refers:to the systematic process of collecting, organising, storing,
maintaining, updating, protecting, and utilising customer data throughout its lifecycle.
It ensures that customer information remains accurate, consistent, secure, and readily
available whenever required.

Together, data sharing and management ensure that the right information reaches the
right people at the right time while maintaining data quality and protecting customer
privacy.

3.2.2.2 Data Management Process

Effective data management involves several interconnected activities that ensure
customer information remains useful, accurate, and secure throughout its lifecycle.
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1. Data Collection

The process begins with collecting customer information from various sources
such as websites, online transactions, mobile applications, social media platforms,
customer registration forms, sales records, surveys, and customer service interactions.
Organisations should collect only relevant and accurate information required for
business purposes.

2. Data Storage

After collection, customer information is stored in databases or CRM systems where
it can be organised systematically. Proper storage ensures that data can be retrieved
quickly whenever needed while protecting it from loss or unauthorised access.

3. Data Organisation

Customer data is classified and organised according to categories such as customer
profiles, purchase history, communication records, servicgyrequests, and transaction
details. Proper organisation improves data accessibility and facilitates efficient analysis.

4. Data Maintenance

Customer information changes over time as_customers'change addresses, telephone
numbers, email addresses, or purchasing preferences. Regularmaintenance ensures that
outdated or incorrect information is updated promptly, maintaining data accuracy and
reliability.

5. Data Sharing

Authorised employees and departménts access customer information according to
their responsibilities. Controlled data sharing improves collaboration while ensuring
that confidential information is‘aceessibledonly to authorised personnel.

6. Data Security

Protecting customer information is an essential part of datamanagement. Organisations
implement security measutes such as passwords, encryption, authentication systems,
firewalls, and access controls to safeguard customer data against unauthorised access,
theft, or cyber-attacks.

7. Data Disposal

When customer information is no longer required or legal retention periods expire,
organisations should securely delete or archive the data. Proper disposal prevents
unnecessary storage costs and reduces the risk of data misuse.

3.2.2.3 Data Governance Framework in CRM

While managing customer data, organisations must ensure that it is accurate, secure,
accessible, and used responsibly. A Data Governance Framework provides policies,
procedures, and responsibilities for managing customer data throughout its lifecycle.
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It ensures that customer information is reliable, protected, and available to authorised
users while complying with legal and organisational requirements.

A typical Data Governance Framework in CRM consists of the following stages:

Data Collection

!
Data Storage

!
Data Quality

!
Data Security

!
Data Sharing

!

Compliance

!
Data Disposal

Table 3.2.2 Components of the Data Governance Framework

Component Purpose

Collect relevant and accurate customer information from

Data Collection .
authorised sources.

Store customer-data securely in CRM databases for easy

Data St )
ata Storage retrieval.

Ensure that eustomer information is accurate, complete,

Data Quality consistent, and regularly updated.

Protect customer data from unauthorised access, cyber threats,

Data Security and data breaches.

Allow authorised employees and departments to access customer

Data Sharin . . :
g information whenever required.

Ensure that customer data is managed according to organisational
Compliance policies and applicable legal requirements relating to privacy and
data protection.

Securely archive or delete customer information after the expiry

Data Disposal . ) .
'SP of its retention period.
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3.2.2.4 Challenges in Data Sharing and Management

Effective data sharing and management are essential for the success of Customer
Relationship Management (CRM). However, organisations face several challenges
in ensuring that customer data is accurate, secure, accessible, and effectively utilised.
As the volume of customer information continues to grow, managing data efficiently
becomes increasingly complex. The major challenges in data sharing and management
are discussed below.

1. Maintaining Data Accuracy

Customer information changes frequently due to changes in address, contact
numbers, email addresses, employment, or purchasing preferences. If customer records
are not updated regularly, organisations may rely on outdated or inaccurate information.
Inaccurate data can result in ineffective marketing campaigns, poor customer service,
incorrect business decisions, and reduced customer satisfaction. Therefore, maintaining
accurate and up-to-date customer records is a continuous challenge.

2. Data Privacy and Confidentiality

Organisations collect a significant amount of “personal information, including
customer names, addresses, financial details, purchasingyhistory, and communication
records. Customers expect this information(to remain confidential and be used only
for legitimate business purposes. Imprgper handling, or unauthorised sharing of
customer data can violate privacy laws, damage customer trust, and negatively affect
the organisation's reputation. Ensuring privacy while/enabling efficient data sharing
remains a major challenge.

3. Cybersecurity and Cloud Security Threats

Customer databasesmare valuable asSets and are often targeted by hackers,
cybercriminals, anddnalicious software. Organisations face constant threats such as data
breaches, ransomware attacks, phishing, identity theft, and unauthorised system access.
As many organisations now store customer information on cloud-based CRM systems,
they must also ensure that cloud service providers implement robust security measures,
including data encryption, secure authentication, regular backups, and continuous
monitoring. A successful cyberattack or security failure can lead to financial losses,
legal consequences, operational disruption, and loss of customer confidence. Protecting
customer data against evolving cybersecurity and cloud security threats therefore
requires continuous investment in security technologies and employee awareness.

4. Data Integration Challenges

Customer information is often stored across multiple systems and departments,
including sales, marketing, customer service, finance, websites, and mobile applications.
These systems may use different software platforms, data formats, and storage methods,
making it difficult to integrate information into a unified database. Poor integration
results in incomplete customer profiles, duplicated information, and inconsistent
decision-making.

SGOU - SLM - BBA - Customer Relationship Management m

i~

Vilgsog 5
SREENARAYANAGURU
GPEN UNIVERSITY




5. Data Duplication and Inconsistency

Duplicate customer records frequently arise when the same customer interacts with
an organisation through different channels or when multiple departments maintain
separate databases. Duplicate records increase storage costs and create inconsistencies
in customer information. Employees may access different versions of customer records,
resulting in confusion, service delays, and inaccurate data analysis.

6. Managing Large Volumes of Data

Modern organisations generate enormous amounts of customer data from online
transactions, websites, mobile applications, social media platforms, customer service
interactions, and Internet of Things (IoT) devices. Managing such large volumes
of structured and unstructured data requires advanced storage systems, powerful
computing infrastructure, and efficient data processing techniques. As data continues
to grow, organisations face increasing challenges in storing, organising, and analysing
information effectively.

7. Regulatory and Legal Compliance

Governments have introduced various laws and regulations to protect customer
information and ensure responsible data management. Organisations must comply with
legal requirements related to data collection,storage, sharingyprecessing, and retention.
Failure to comply with data protection regulations may tesult in financial penalties, legal
action, and reputational damage. Keeping pace with changing regulatory requirements
across different countries presents an ongoing challenge for organisations.

8. Controlling Data Access

Not every employee requires access to all customer information. Organisations must
establish appropriate aceess controls to ensure that employees can only view or modify
the data necessary/for their job responsibilities. Weak access control mechanisms
increase the risk of unautherised access, internal data misuse, and accidental disclosure
of confidential information. Balancing accessibility with security is therefore a
significant challenge.

9. High Cost of Data Management

Implementing effective data sharing and management systems requires substantial
financial investment. Organisations must invest in CRM software, databases, cloud
storage, cybersecurity solutions, backup systems, employee training, and technical
support. Small and medium-sized enterprises may find it difficult to allocate sufficient
resources for developing and maintaining advanced data management infrastructure.

10. Lack of Skilled Personnel

Effective data management requires employees with expertise in database
management, data analytics, cybersecurity, cloud computing, and data governance.
Many organisations face shortages of skilled professionals capable of managing
complex customer information systems. Inadequate employee knowledge may result in
poor data quality, security vulnerabilities, and inefficient use of customer information.
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11. Resistance to Data Sharing

Employees or departments may be reluctant to share customer information due to
organisational culture, departmental competition, or concerns about losing control over
data. Such resistance creates information silos, where customer information remains
isolated within individual departments. Information silos reduce collaboration, hinder
informed decision-making, and prevent organisations from providing a seamless
customer experience.

12. Ensuring Data Quality

Maintaining high-quality data involves ensuring that customer information is
accurate, complete, consistent, timely, and relevant. Poor-quality data may contain
missing values, duplicate entries, incorrect information, or outdated records. Low-
quality data reduces the effectiveness of analytical tools and CRM systems, leading to
poor business decisions and reduced customer satisfaction.

13. Ethical Use of Artificial Intelligence (Al)

Many modern CRM systems use Artificial Intelligence (Al) to-analyse customer data,
personalise marketing messages, predict customer behaviour, and automate customer
interactions. While AI improves efficiency and decision-making, organisations must
ensure that it is used ethically. Al systems shouldyavoidibiased or discriminatory
decisions, respect customer privacy, and provide transparent and fair outcomes.
Organisations should also maintain apptopriate human oversight when Al supports
important customer decisions. Ensuring the'€thical use of Al while maintaining customer
trust has become an emerging challenge in dataisharing and management.

3.2.3 Customer Information Databases

A Customer Inforfmation Database(CID) is a centralised repository that stores,
organises, and manages alLinformation related to an organisation's customers. It serves
as the foundation of €ustomer Relationship Management (CRM) by bringing together
customer data collected from multiple sources into a single, integrated system. This
enables organisations to dnderstand customer needs, personalise interactions, improve
service quality, and make informed business decisions.

In today's competitive business environment, customers interact with organisations
through various channels such as websites, mobile applications, social media, emails,
call centres, and physical stores. A customer information database consolidates data
from all these touchpoints to create a comprehensive profile of each customer. This
integrated view allows organisations to provide consistent and personalised services
across all channels.

3.2.3.1 Best Practices for Managing Customer Information Databases

Effective management of a Customer Information Database is essential for ensuring
that customer data remains accurate, secure, accessible, and useful for decision-
making. Organisations should adopt systematic practices that improve data quality,
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protect customer information, and maximise the value derived from customer data. The
following are the best practices for managing Customer Information Databases.

1. Collect Accurate and Relevant Data

The effectiveness of a Customer Information Database depends on the quality of the
data it contains. Organisations should collect only relevant information that supports
business objectives and customer relationship management. Data should be obtained
from reliable sources, and unnecessary or excessive information should be avoided.
Collecting accurate and relevant data helps improve customer profiling, marketing
effectiveness, and decision-making.

2. Regularly Update Customer Information

Customer information changes over time as customers change their addresses, contact
numbers, email addresses, occupations, or preferences. Organisations should establish
procedures for regularly updating customer records to ensure that the database remains
current and accurate. Periodic verification of customer infotmation helps reduce errors
and improves the reliability of the database.

3. Maintain High Data Quality

High-quality data should be accurate, complétey,consistent, timely, and free from
duplication. Organisations should regularlyfeview customer records to identify missing
information, eliminate duplicate entries, gorrect errors, and standardise data formats.
Maintaining high data quality ensures that, business decisions are based on reliable
information and enhances the effectiveness of CR M iditiatives.

4. Protect Customer Data through Strong Security Measures

Customer databases_contain, valuable/and sensitive information that must be
protected from unauthorised accessyand.€yber threats. Organisations should implement
strong security measures suchras password protection, data encryption, firewalls, multi-
factor authenticationyand regular security updates. These measures safeguard customer
information and strengthen customer trust.

5. Control Access to Customer Information

Not every employee requires access to all customer information. Organisations
should implement role-based access control, allowing employees to access only the
data necessary for their specific job responsibilities. Limiting access reduces the risk of
data misuse, accidental disclosure, and unauthorised modifications to customer records.

6. Integrate Data from Multiple Sources

Customer information is often collected from websites, mobile applications,
sales systems, customer service centres, social media platforms, and physical stores.
Integrating these various sources into a single Customer Information Database provides
a comprehensive view of each customer. An integrated database improves coordination
among departments and supports more informed decision-making.
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7. Ensure Compliance with Data Protection Regulations

Organisations must comply with national and international data protection laws
governing the collection, storage, sharing, and processing of customer information.
They should obtain customer consent where required, clearly communicate privacy
policies, and ensure that customer data is used only for authorised purposes. Compliance
not only avoids legal penalties but also enhances customer confidence.

8. Perform Regular Data Backup and Recovery

Unexpected events such as system failures, cyberattacks, hardware malfunctions, or
natural disasters can result in the loss of valuable customer information. Organisations
should regularly back up customer databases and establish effective disaster recovery
plans. Reliable backup systems ensure business continuity and minimise the impact of
data loss.

9. Train Employees in Data Management Practices

Employees play a crucial role in maintaining the quality and security of customer
information. Organisations should provide regular training on'data entry standards,
database management procedures, cybersecurity practiees, and dataprivacy regulations.
Well-trained employees are more likely to handle customer information responsibly
and accurately.

10. Monitor and Audit the Database Regularly

Continuous monitoring and periodic ‘audits help’ organisations identify errors,
security vulnerabilities, duplicate records, and compliance issues within the Customer
Information Database. Regular audits also evaluate database performance and ensure
that established data management policies/are being followed. Ongoing monitoring
enables organisations_tesmake timely improvements and maintain the effectiveness of
the database.

Managing a Customer Information Database effectively requires more than simply
storing customer records. Itinvolyes maintaining accurate and high-quality data, ensuring
data security and privacygntegrating information from multiple sources, controlling
access, complying with legal requirements, training employees, and continuously
monitoring database performance. By adopting these best practices, organisations
can build a reliable and secure customer database that supports effective Customer
Relationship Management, enhances customer satisfaction, improves decision-making,
and contributes to long-term organisational success.

3.2.4 Data warehousing

Modern organisations generate enormous volumes of customer data from sales
transactions, websites, mobile applications, social media, customer service centres, and
loyalty programmes. This data is often scattered across different operational systems,
making it difficult to analyse and use for strategic decision-making. To overcome this
challenge, organisations store data from various sources in a central repository known
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as a data warehouse. A data warehouse enables organisations to organise, integrate, and
analyse large volumes of historical data, thereby supporting better business decisions
and effective Customer Relationship Management (CRM).

Data warehousing refers to the process of collecting, integrating, storing, and
managing data from multiple sources in a central repository for reporting, analysis,
and decision-making. Unlike operational databases that support day-to-day business
transactions, a data warehouse is designed primarily for analysing historical data.

3.2.4.1 Components of a Data Warehouse

A data warehouse is composed of several interconnected components that work
together to collect, organise, store, manage, and analyse data from multiple sources. Each
component performs a specific function in ensuring that the data warehouse provides
accurate, consistent, and meaningful information for business decision-making. The
major components of a data warehouse are discussed below.

1. Data Sources

Data sources are the origin of the information stored ina data warchouse.
Organisations collect data from a wide variety of internal.and external sources to obtain
a comprehensive view of their business operationssand customers:

Internal data sources include operational databases, Customer Relationship
Management (CRM) systems, Enterprise Resource Planning (ERP) systems, sales
records, accounting systems, inventory management/systems, and customer service
applications. These systems gefierate data during'the day-to-day operations of the
organisation.

External data sources include,websites, mobile applications, social media platforms,
market research reperts, government databases, supplier databases, and third-party
data providers. These sourcesgprovide additional information that helps organisations
understand customenbehaviour, market trends, and competitive conditions.

Since data originates from.different systems and formats, it cannot be directly stored
in the data warehouse. It must first be processed and standardised before integration.

2. ETL (Extract, Transform, Load)

ETL is one of the most important components of a data warehouse. It is responsible
for collecting data from various sources, converting it into a consistent format, and
loading it into the data warehouse.

The ETL process consists of three stages:
Extract

In the extraction stage, data is collected from multiple internal and external sources
such as CRM systems, ERP systems, websites, databases, spreadsheets, and cloud
applications. The objective is to gather all relevant information required for analysis
without affecting the normal functioning of operational systems.
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Transform

The extracted data often contains errors, duplicate records, missing values, and
inconsistent formats. During the transformation stage, the data is cleaned, validated,
standardised, and organised into a common format. This process ensures that the
information stored in the data warehouse is accurate, complete, and consistent.

For example, customer names may be standardised, duplicate customer records
removed, and different date formats converted into a single standard format.

Load

After transformation, the cleaned and standardised data is loaded into the data
warehouse repository. The loading process may occur at regular intervals, such as daily,
weekly, or monthly, depending on organisational requirements. Once loaded, the data
becomes available for reporting, analysis, and decision-making.

The ETL process ensures that only reliable and high-quality data enters the data
warehouse.

ETL Process in a Data Warehouse
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Fig. 3.2.1 ETL process

Role of ETL in Business Intelligence and CRM

The ETL process plays a crucial role in transforming raw customer data into
meaningful information that supports Business Intelligence (BI) and Customer
Relationship Management (CRM). Data collected from various operational systems
is often incomplete, duplicated, or stored in different formats. ETL extracts this data,
transforms it into a consistent and accurate format, and loads it into the data warehouse,
making it suitable for analysis.
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Once stored in the data warehouse, Business Intelligence (BI) tools analyse the data
and present the results through reports, dashboards, charts, and visualisations. Managers
use these insights to monitor organisational performance, identify trends, and support
strategic decision-making.

In CRM, the information stored in the data warehouse helps organisations
understand customer behaviour, analyse purchasing patterns, identify high-value
customers, evaluate marketing campaigns, measure customer satisfaction, and support
customer retention strategies. Thus, ETL acts as a bridge between operational data
and managerial decision-making by ensuring that reliable information is available for
Business Intelligence and CRM analytics.

3. Data Warehouse Repository

The data warehouse repository is the central storage area where all integrated and
processed data is maintained. It serves as the core component of the data warehouse
and stores historical information collected from multiple business functions over a long
period.

Unlike operational databases that continuouslygprocess day-te-day transactions,
the repository is designed primarily for analytical purposes. It stores large volumes
of historical data that enable organisations to_study,trendsycompate performance over
time, forecast future demand, and support strategic dec¢ision-making.

4. Metadata

Metadata is commonly refemedto as "data about data." It provides detailed
information about the structurg, source, format, meaning, and organisation of the data
stored in the warehouse.

Metadata helps usersunderstand where the data originated, how it has been processed,
when it was updated, and how differént data elements are related. It acts as a guide
that enables database administrators, analysts, and managers to locate and interpret
information accurately.

5. Reporting and Analysis Tools

Reporting and analysis tools allow managers, business analysts, and decision-makers
to retrieve, analyse, and interpret the information stored in the data warehouse. These
tools convert large volumes of raw data into meaningful reports, charts, dashboards,
and visualisations that support informed decision-making.

Reporting tools generate routine reports such as sales reports, customer reports,
inventory reports, and financial reports. Analytical tools enable users to identify trends,
compare business performance, analyse customer behaviour, forecast future demand,
and evaluate marketing campaigns.

The components of a data warehouse work together to transform raw data into
valuable business information. Data sources provide information from various
operational and external systems; the ETL process ensures that the data is extracted,
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cleaned, and integrated; the data warehouse repository stores historical information in
a central location; metadata explains the structure and meaning of the stored data; and
reporting and analysis tools convert the stored data into actionable insights. Together,
these components enable organisations to make informed decisions, improve customer
relationship management, and gain a competitive advantage through effective use of
business intelligence.

3.2.5 Data Mining

Collecting and storing customer data alone does not provide a competitive advantage.
Organisations must analyse the stored data to discover useful patterns, relationships,
and trends that support better decision-making. This process is known as data mining.
Data mining transforms large volumes of raw data into meaningful knowledge that
organisations can use to understand customer behaviour, predict future outcomes, and
improve business performance.

In CRM, data mining enables organisations to idefitify profitable customers,
predict customer churn, recommend products, detect fraud, and,personalise customer
experiences.

The process of data mining generally involves several stages.

The first stage is data collection, where information is gathered from databases,
websites, CRM systems, and other sources.

The collected data is then cleaned and prepared{by removing errors, duplicate
records, and incomplete information.

Next, data mining algorithms are applied/to identify patterns and relationships.
The discovered patterns are evaluated 4o determine their usefulness and accuracy.

Finally, the results are interpreted and used to support business decisions.

3.2.5.1 Common Data Mining Techniques

Data mining employs various analytical techniques to discover meaningful patterns,
relationships, trends, and hidden knowledge from large volumes of data. Each technique
serves a specific purpose and helps organisations solve different business problems. In
Customer Relationship Management (CRM), these techniques enable organisations to
understand customer behaviour, improve marketing strategies, predict future outcomes,
and make informed decisions. The most commonly used data mining techniques are
discussed below.

1. Classification

Classification is a supervised data mining technique that assigns data items to
predefined categories or classes based on their characteristics. It uses historical data to
develop a model that can classify new data into appropriate groups.
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In CRM, classification helps organisations categorise customers according to factors
such as purchasing behaviour, creditworthiness, loyalty, or risk level. This enables
businesses to design targeted marketing campaigns and provide customised services to
different customer groups.

For example, a bank may classify loan applicants as low-risk, medium-risk, or high-
risk customers based on their income, credit history, and repayment behaviour before
approving loans.

2. Clustering

Clustering is an unsupervised data mining technique that groups customers or data
objects with similar characteristics without using predefined categories. The objective
is to identify natural groupings within the data.

Unlike classification, clustering does not require prior knowledge of customer
categories. Instead, it discovers similarities among customers based on purchasing
patterns, demographic characteristics, preferences, or behavioural traits.

In CRM, clustering is widely used for customer segmentation, allowing organisations
to develop customised marketing strategies for different customer groups.

For example, a retail company may identify"groups such as frequent shoppers,
seasonal buyers, premium customers, and price-sensitive customers, enabling it to
tailor promotional offers for each segment.

3. Association Analysis

Association analysis, also known as assoeiation rule mining or market basket analysis,
identifies relationships between different items or events that frequently occur together.
It helps organisations understand customer purchasing behaviour by discovering which
products are commonly purchased simultaneously.

This techniquelis exténsively used by retailers to improve product placement,
promotional strategies, and cross-selling opportunities.

For example, a supermarket may discover that customers who purchase bread often
purchase butter and jam during the same shopping trip. Based on this insight, the retailer
may place these products close together or offer bundled discounts to increase sales.

4. Prediction

Prediction is a data mining technique that estimates future events or customer
behaviour based on historical data and existing trends. Organisations use predictive
models to forecast future outcomes and make proactive business decisions.

In CRM, prediction helps businesses estimate future sales, customer demand,
customer churn, purchasing behaviour, and product preferences. Accurate predictions
enable organisations to allocate resources efficiently and develop effective business
strategies.
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For example, an e-commerce company may predict that customers who purchase
baby products are likely to buy children's toys in the future and can therefore recommend
suitable products accordingly.

5. Regression Analysis

Regression analysis is a statistical technique used to examine the relationship between
one dependent variable and one or more independent variables. It helps organisations
understand how changes in one variable influence another and supports forecasting and
decision-making.

In CRM, regression analysis is commonly used to estimate sales revenue, customer
spending, product demand, and marketing effectiveness.

Forexample, acompany may analyse the relationship between advertising expenditure
and monthly sales to determine how increased marketing investment influences sales
performance.

® Recap

¢ Analytical CRM transforms cu$tomer ‘data intomeaningful insights
that support strategic decision-making, customer understanding, and
organisational performance.

¢ Analytical CRM helps@rganisationsianalyse customer behaviour, segment
customers, forecast§ales, measure performance, and develop personalised
marketing strategies.

¢ Data sharingiand ‘data management ensure that accurate customer
information is securely“eollected, organised, maintained, and made
available to authorised users for effective decision-making.

¢ The data management process includes data collection, storage,
organisation, maifitenance, sharing, security, and disposal, ensuring that
customer information remains reliable and useful.

¢ Organisations face challenges in data sharing and management, including
maintaining data accuracy, protecting privacy, ensuring cybersecurity,
integrating multiple data sources, and complying with data protection
regulations.

¢ A Customer Information Database (CID) provides a central repository for
storing and managing customer information, enabling organisations to
deliver personalised services and improve customer relationships.

¢ Effective management of Customer Information Databases requires
accurate data collection, regular updates, strong security measures,
controlled access, regulatory compliance, and continuous monitoring.
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A data warehouse integrates historical data from multiple sources
through the ETL (Extract, Transform, Load) process, providing a central
repository for reporting, business intelligence, and strategic analysis.

Data mining analyses large volumes of stored data to discover hidden
patterns, relationships, and trends using techniques such as classification,
clustering, association analysis, prediction, and regression.

Together, Analytical CRM, effective data management, Customer
Information Databases, data warehousing, and data mining enable
organisations to make data-driven decisions, enhance customer
satisfaction, strengthen customer relationships, and achieve sustainable
competitive advantage.

Objective Questions

N

SO

10.

What is Analytical CRM, and how does it differ from Operational CRM?

What is meant by data sharing in’ Customer Relatiofiship Management
(CRM)?

Explain the purpose of data management in an organisation.
What is a Customer Jiaformation Database (CID)?

Why is a Customer Infofmation Database important for Customer
Relationship Management?

What is 4 data warehouse?

What are the'three stages of the ETL (Extract, Transform, Load) process?
What is meant,byahetadata in a data warehouse?

What is data mining?

Name any four common data mining techniques used in Customer
Relationship Management.

Answers

O
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Analytical CRM is the component of CRM that analyses customer data to
support strategic decision-making, whereas Operational CRM manages
day-to-day customer interactions such as sales, marketing, and customer
service.
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2. Data sharing refers to the process of making customer information
available to authorised individuals, departments, or systems so that it can
be used effectively for business purposes.

3. Data management is the systematic process of collecting, organising,
storing, maintaining, protecting, and utilising customer data to ensure its
accuracy, security, and accessibility.

4. A Customer Information Database (CID) is a centralised repository that
stores, organises, and manages customer information collected from
various sources for effective Customer Relationship Management.

5. A Customer Information Database is important because it provides
a comprehensive view of customers, supports personalised services,
improves decision-making, and strengthens customer relationships.

6. A data warehouse is a central repository that, stores integrated and
historical data from multiple sources to support reperting, analysis, and
strategic decision-making.

7. The three stages of the ETL process are Extract, Transform, and Load.
These stages involve collecting datageonvertingit intoa standard format,
and loading it into the data warehouse.

8. Metadatais "dataabout data" thatprovides information about the structure,
source, format, and meaning of the data storéd in a data warehouse.

9. Data mining is the process of.discovering useful patterns, relationships,
and hidden knowledge fromi large, volumes of data to support business
decision-making.

10. Four comimon data mining techniques are classification, clustering,
association analysis, and prediction.

Self-Assessment Questions

1. How does Analytical CRM help organisations make better business
decisions compared to Operational CRM?

2. Why is data sharing important for improving coordination among different
departments in an organisation?

3. Explain how effective data management contributes to customer
satisfaction and organisational efficiency.

4. How does a Customer Information Database support personalised
marketing and customer relationship management?
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5. Why is it important for organisations to maintain accurate, secure, and
up-to-date customer information?

6. Explain the role of a data warehouse in supporting business intelligence
and strategic decision-making.

7. How does the ETL (Extract, Transform, Load) process improve the
quality and usability of data in a data warehouse?

8. Differentiate between reporting and analysis tools and data mining in the
context of data warehousing.

9. How can data mining techniques help organisations understand customer
behaviour and improve business performance?

10. In what ways do Analytical CRM, Customer Information Databases, data
warehousing, and data mining work together to strengthen Customer
Relationship Management?

Assignments

1. Customer data is considered a strategic assét in modern organisations.
Analyse how Analytical CRM helps organisations convert customer
data into meaningfuldbusiness insightssand improves strategic decision-
making.

2. Effective customer relationship/management depends on efficient data
sharing and management. Analyse the importance of data sharing and
management in enhancing customer satisfaction, operational efficiency,
and organisational performance.

3. A Customer Information Database and a data warehouse serve different
but compleméntary purposes in CRM. Compare their roles and analyse
how they collectively support customer relationship management and
business intelligence.

4. Datamining has transformed the way organisations understand customers
and make business decisions. Analyse the applications of data mining in
CRM and explain how different data mining techniques help organisations
improve customer retention, marketing effectiveness, and competitive
advantage.
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Unit —@

CRM: Implementation and Relationship
Management

Learning Outcomes

After completing this unit, the learner will be able to:

¢ explainthe sequential process and stages involved in CRM implementation
to demonstrate understanding of organisational adoption

¢ identify and apply appropriate CRM tools to analyse customer data and
support effective relationship management

¢ evaluate the effectiveness of CRM strategies in enhancing customer
satisfaction, loyalty, and retention

¢ design a structured CRM framewozksthat integrates toOls and processes
for managing diverse customer gélationships

¢ critically assess challenges and best practices in CRM implementation
across different business contextsito recommend improvements

Prerequisite

Netflix, the globaldeader in streaming entertainment, faced a critical challenge
in managing its rapidly expanding subscriber base spread across diverse regions
and cultures. With milliens of users consuming content daily, the company realised
that traditional customer management methods were insufficient to sustain
engagement and loyalty. To address this, Netflix embarked on a comprehensive
CRM implementation process aimed at personalising customer experiences,
reducing churn, and strengthening long-term relationships. The initiative was
not merely about technology adoption but about embedding customer-centricity
into the organisation’s core strategy.

The CRM implementation followed a structured process with distinct stages.
In the planning stage, Netflix identified customer retention and personalised
engagement as its primary objectives. During the design stage, the company
mapped customer journeys from sign-up through content consumption,
ensuring every touchpoint aligned with customer expectations. The execution
stage involved integrating CRM systems with Netflix’s recommendation
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engine, mobile applications, and customer support platforms. Finally, during
the monitoring stage, Netflix deployed advanced analytics dashboards to track
viewing behaviour, churn rates, and satisfaction levels, enabling continuous
improvement and strategy refinement.

To achieve these objectives, Netflix relied on a suite of powerful CRM tools.
Data analytics platforms were used to process vast amounts of viewing data, while
Al-driven recommendation engines ensured that customers received personalised
suggestions tailored to their preferences. Omnichannel communication tools
such as personalised emails, push notifications, and in-app alerts allowed Netflix
to engage customers seamlessly across devices. For example, if a subscriber
frequently watched crime dramas, the CRM system ensured that similar titles
were prominently displayed on their homepage, thereby enhancing satisfaction
and encouraging continued engagement.

The impact of CRM on managing customer relationships was profound. Netflix
successfully built stronger bonds with its subscribers by offering personalised
recommendations, proactive communication, and loyalty “initiatives such as
exclusive previews and early access to new releases. This approach not only
improved customer satisfaction but also significantly, reduced churn, ensuring
long-term loyalty and sustainable growth. The ease of INétflix demonstrates
how a well-planned CRM implementation, supported by advanced tools and a
customer-centric mindset, can transform relationship management in a highly
competitive industry.

This unit focuses on thé€ structured, process of CRM implementation, the
effective utilisation of CRM toolsgand the strategic management of customer
relationships to achieve sustainable business growth.

CRM Implementation, Scenario Analysis, Customer-Centric Strategy, Business
Planning, Process Design, CRM Tools

Discussion

Customer Relationship Management (CRM) implementation is a structured process
that equips learners with the knowledge and skills to design, deploy, and sustain
effective customer-focused strategies. It begins by outlining the process and stages
of CRM implementation, emphasising how organisations transition from planning to
execution. It then introduces CRM tools, highlighting technological applications that
support data management, customer insights, and communication. Finally, it explores
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managing customer relationships, focusing on practices that build trust, loyalty, and
long-term value. Together, these components provide a comprehensive framework for
understanding CRM as both a strategic and operational discipline, preparing learners to
apply CRM concepts in diverse business contexts.

4.1.1 Introduction

Customer Relationship Management (CRM) is an enterprise wide initiative designed
to integrate front end, customer facing systems with back end operations that deliver
products and value. Developing a CRM strategy requires active involvement not only
from top management but also from all functional areas of the organisation. It begins
with a critical assessment of business needs, followed by the search for customer
oriented solutions that align with long term goals.

Implementing CRM involves significant change management, as it impacts
processes, objectives, organisational focus, technology, and performance metrics. Key
programmes such as account management and retention matketing form part of this
transformation. To ensure success, organisations typically establish an implementation
team with representatives from every functional area. This team oversees governance,
planning, process alignment, and communication throughout the CRM journey.

Equally important are employee motivation and trainingmStaff must be equipped
with the skills to use CRM solutions effectively, whileiincentives are often linked to
customer specific measures such as satisfaction and retention. By combining structured
planning, robust technology, and a motivatediworkforceé, CRM implementation enables
enterprises to deliver consistentgalue and buildstronger customer relationships.

4.1.2 CRM Implementation Road Map

The CRM impleméntation road mapprovides organisations with a structured pathway
to build positive cultural aceéptance of CRM. It equips firms to manage organisational
change, adapt to newsbuisiness opportunities, respond to evolving customer needs, and
integrate emerging CRM technologies.

This road map acts as a guide for aligning people, processes, and technology,
ensuring that CRM adoption is not seen as a technical upgrade alone but as a holistic
transformation. It helps enterprises anticipate challenges, plan strategically, and embed
customer centric practices across all functions.

The stages of a CRM implementation road map, illustrated in Figure 4.1.1, outline
the sequential steps that organisations follow to design, deploy, and sustain CRM
initiatives successfully. These stages highlight how businesses can move from initial
planning to full integration, creating long term value for both the enterprise and its
customers.
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-%- CRM Implementation Road Map

Scenario Analysis Technology and Vendor
Selaction

Purpose and Objectives Solution Development |

Business Planning Implementation

Fig. 4.1.1 CRM Implementation Road

a. Scenario Analysis

Scenario analysis is the first stage in de
It requires a company to critically exami
market position. The organisation must as

-wide CRM strategy.
environment, operations, and
questions such as:

O What business are we in?2
O Who are our custome
O How do we co ] ?

This analysis h er CRM is necessary and how it can add value.
For instance, a fi monopoly may not need extensive CRM systems,
while one in a competitive market must focus on customer engagement and retention.
Scenario analysis enable to understand its current standing, anticipate future
trends, and identify areas for improvement. By doing so, it lays the foundation for

defining strategic goals and aligning CRM initiatives with business objectives.

Example: A retail clothing brand reviews its current market position and discovers
that competitors are offering more personalised shopping experiences. As a result, the
company decides to adopt a CRM system to better understand customer preferences
and strengthen loyalty.

b. Purpose and Objectives

Once a firm has analysed its environment, the next step is to define the purpose and
objectives of its CRM initiative. The organisation must articulate why it is adopting
CRM, whether to strengthen customer loyalty, improve efficiency, or build long-term,
value-driven relationships. Importantly, CRM should not be pursued simply because
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competitors are doing so or because it is a popular industry trend. Instead, the objectives
must be aligned with the firm’s strategic vision and measurable outcomes. By setting
precise goals, such as reducing customer churn, increasing cross selling opportunities,
or enhancing service quality, the firm ensures that CRM implementation remains
purposeful and results oriented. This clarity of purpose helps guide decision making,
resource allocation, and employee engagement throughout the CRM journey.

Example: A financial services company defines its CRM objective as improving
customer retention by 20% within two years. To achieve this, it focuses on personalised
communication and loyalty programmes rather than simply copying competitor
strategies.:- A financial services company defines its CRM objective as improving
customer retention by 20% within two years. To achieve this, it focuses on personalised
communication and loyalty programmes rather than simply copying competitor
strategies.

c. Business Planning

The planning stage is a critical step in the CRM implementation road map, as it
transforms strategic intent into actionable programmes. At thisystage, the enterprise
documents high-level CRM objectives and aligns thetmwith departmental business goals
in a formal business plan. This plan becomes the central reference point for strategy
development, ensuring clarity and accountability. Planning also specifies what needs to
be done, who will be responsible, and how resources will be allocated. Because CRM
often brings fundamental organisational changes, firms must prepare for shifts in five
interrelated areas: business focus, organisational structure, business metrics, marketing
focus, and technology. Teams arefestablished to manage these changes, and effective
communication is emphasisedio ensure alignment across departments. By anticipating
challenges and preparing for transformation, the planning stage sets the groundwork for
successful CRM adoption.

Example: A multinational bank develops a CRM business plan that outlines objectives
such as improving customier reténtion and cross-selling financial products. It assigns
responsibility to speetalised teams, prepares for changes in marketing focus and
technology, and ensures comuiunication channels are in place to keep staff informed
and motivated.

d. Process Design

The process design stage is where an organisation shifts its entire focus toward
becoming customer centric. It involves reviewing existing workflows and operations
to identify gaps and redesigning them so that customer needs are placed at the centre
of every activity. Firms examine how effective and efficient their current processes are,
ensuring that they deliver consistent value and satisfaction. This stage also considers
how processes can be streamlined, automated, and aligned with CRM objectives to
improve responsiveness and service quality. By embedding customer focus into daily
operations, process design ensures that CRM is not just a technology upgrade but a
transformation in how the business interacts with its customers.
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Example: A telecom company redesigns its complaint handling process so that every
customer issue logged in the CRM system automatically triggers updates, assigns
responsibility to staff, and tracks resolution time. This redesign improves efficiency and
ensures customers receive faster, more transparent service.

e. Technology and Vendor Selection

The technology and vendor selection stage is crucial because it determines the tools
and systems that will support CRM objectives. At this point, organisations evaluate
different CRM technologies and providers to ensure compatibility with existing systems
and alignment with business needs. Key factors considered include functionality,
scalability, integration capabilities, and ease of use. Firms also assess whether the
chosen solution can handle customer data securely and provide advanced features such
as analytics, automation, and omnichannel communication. Selecting the right vendor
is not just about technology—it also involves examining vendor reputation, support
services, and long-term partnership potential. By carefully evaluating these aspects,
organisations can ensure that the CRM solution will deliver sustainable value and
support future growth.

Example: A retail company compares CRM platforms such as Salesforce, HubSpot,
and Zoho to find the best fit for its operations. After eévaluating /integration with its
e-commerce system and customer support featuresjit selects Salesforce for its robust
analytics and scalability.

f. Solution Development

The solution development stdge 1s where thesehosen CRM system is tailored to
meet the specific requirements of the organisation. This involves customising existing
features, developing new fungtionalities that may not be part of the standard product,
and integrating processes, to ensure smooth operations. At this stage, prototypes are
tested to validate the design, and database structures are created to support customer
information management,Often, different CRM solutions must be integrated and
connected to back-end'systems such as ERP or supply chain platforms. This ensures
that customer data flows seamlessly across departments, enabling a unified view of
customer interactions. By'focusing on customisation, integration, and testing, solution
development ensures that the CRM system is not only technically sound but also aligned
with business goals and customer-centric processes.

Example: Ahealthcare organisation customises its CRM to include patient appointment
tracking and integrates it with its hospital management system. Testing the prototype
ensures that patient records, feedback, and service histories are accurately captured and
accessible across departments.

g. Implementation

The implementation stage is the penultimate step in the CRM road map, where the
organisation deploys the developed solution across departments. This phase involves
documenting the system, migrating customer data, and ensuring that workflows are
aligned with the new CRM processes. End-users must be trained thoroughly to use the
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system effectively, as their acceptance is critical to success. Internal communication
plays a vital role here, as the CRM solution needs to be “sold” within the organisation
so employees understand its value and adopt it willingly. Testing, troubleshooting, and
phased rollouts are often used to minimise disruption and ensure smooth integration.
By focusing on training, motivation, and communication, the implementation stage
ensures that CRM becomes a practical tool rather than a theoretical concept.

Example: A hotel chain introduces its new CRM system across multiple branches
and trains staff to record guest preferences and loyalty programme details. Employees
are motivated with incentives linked to customer satisfaction scores, ensuring active
adoption of the system.

h. Measurement

The measurement stage is the final step in the CRM implementation road map,
where organisations evaluate the effectiveness of the CRM solution. This involves
developing clear metrics to assess performance and comparing actual outcomes with
desired objectives. If the CRM system does not meet expectations, firms may revisit
earlier stages to refine requirements or adjust processes. Measurement is not limited
to technical performance; it also considers how well'ithe CRM has addressed business
problems such as customer retention, service quality, O sales growth. Improvements
may be gradual as employees and customers adaptito,new technologies and workflows.
Importantly, user feedback is incorporated to enhance, usability and ensure that the
CRM system continues to deliver business value. By systematically measuring
results, organisations can confirm the suceess of CRM implementation and identify
opportunities for continuous impreVement.

Example: An e commerce company tracksyCRM performance by monitoring repeat
purchases and customer satisfaction scores. Based on feedback, it refines its loyalty
programme and improvesmusability feature§ to strengthen customer engagement.

Developing a CRM strategy, and implementing it through a structured roadmap
involves multiple interr€lated stages. Each stage follows sequentially, but corrective
feedback is essential at every step to ensure alignment with organisational goals. For
instance, insights gainedfdufing the measurement stage may reveal flaws in process
design, prompting a return to earlier phases for refinement. This iterative approach
ensures that CRM remains adaptive and responsive to business needs.

Ultimately, CRM strategy development is an enterprise wide initiative that requires
collaboration across all functions. Its success depends on the organisation’s ability to
maintain a strong customer focus, integrate processes effectively, and continuously
improve based on feedback. By treating CRM as a holistic transformation rather than
a one time project, firms can build sustainable customer relationships and long term
competitive advantage.

4.1.3 Customer Relationship Management Tools

Customer Relationship Management (CRM) tools are specialised software solutions
that help organisations manage customer interactions, streamline processes, and build
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long term relationships. They integrate sales, marketing, and service functions into
a single platform, enabling businesses to track leads, manage pipelines, automate
communication, and analyse customer data for better decision making.

4.1.3.1 Key Features of CRM Tools
1. Contact Management

Contact management is the foundation of CRM tools, allowing businesses to store
and organise customer information in a centralised database. It includes details such
as names, addresses, communication history, preferences, and purchase records. By
maintaining a 360 degree view of each customer, firms can personalise interactions,
track engagement, and strengthen long term relationships.

2. Sales Pipeline Tracking

CRM tools provide visual dashboards to track leads, opportunities, and deals across
different stages of the sales pipeline. This helps sales teamS monitor progress, identify
bottlenecks, and forecast revenue more accurately. By automating reminders and
updates, pipeline tracking ensures that no opportunityis missed and'sales efforts remain
focused.

3. Marketing Automation

Marketing automation within CRM toolseénables businesses to run targeted campaigns,
send personalised emails, and schedule social media/posts. It also tracks customer
responses, helping firms measurefcampaign effectiveness and refine strategies. This
automation saves time, reduce§ manual effort, and ensures consistent communication
with customers across multiple channels.

4. Customer Supportiand Service Management

CRM tools integrate custemeénservice functions such as ticket management, complaint
resolution, and feedbaeK tracking. They allow support teams to respond quickly, assign
cases, and monitor resolutiongimes. By improving transparency and accountability,
CRM systems enhance cidstomer satisfaction and build trust in the organisation.

5. Analytics and Reporting

Analytics features in CRM tools provide insights into customer behaviour, sales
performance, and marketing effectiveness. Reports can highlight trends, identify high
value customers, and measure return on investment (ROI). These insights help managers
make data driven decisions, optimise strategies, and predict future customer needs.

6. Integration Capabilities

Modern CRM tools are designed to integrate seamlessly with other enterprise
systems such as ERP, e commerce platforms, and communication tools. This ensures
that customer data flows across departments without duplication or gaps. Integration
enhances efficiency by connecting sales, marketing, and service functions into a unified
ecosystem.
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7. Mobile Accessibility

Many CRM tools offer mobile applications that allow employees to access
customer data and update records while on the go. This is particularly useful for sales
representatives and field agents who need real time information during client visits.
Mobile accessibility improves responsiveness and ensures that customer interactions
are recorded instantly.

8. Workflow Automation

CRM tools automate repetitive tasks such as sending follow-up emails, scheduling
meetings, or updating records. Automation reduces human error, saves time, and ensures
consistency in customer communication. By freeing employees from routine tasks,
workflow automation allows them to focus on building stronger customer relationships.

4.1.3.2 Customer Relationship Management (CRM) Tools

i.  Salesforce Sales Cloud

Salesforce is one of the most widely used CRM platforms, known for its scalability
and advanced features. It offers powerful analytics, Al-driven‘insights, and extensive
customisation options, making it suitable for large énterprises with.complex customer
data needs. Its ability to integrate with multiple systeéms ensures a unified view of
customers across sales, marketing, and service/funétions.

ii. Zoho CRM

Zoho CRM is a cost-effective solution designed for small and medium-sized
enterprises (SMEs). It provides stfong securityyeustemisation, and automation features
at an affordable price. Businesses appreeiate its flexibility, as it allows them to tailor
workflows and dashboards to/their unique requirements without heavy investment.

iii. HubSpot CRM

HubSpot CRM/ is populatafor its free plan and strong marketing automation
capabilities. It helpsybusinesses manage leads, track customer interactions, and run
personalised campaigns with gase. Its user friendly interface and integration with
HubSpot’s marketing andssales tools make it ideal for firms that prioritise inbound
marketing strategies.

iv. Pipedrive

Pipedrive is a sales focused CRM tool that emphasises pipeline management and
deal tracking. Its simple interface and visual dashboards make it easy for sales teams
to monitor progress and stay organised. By automating reminders and follow ups,
Pipedrive ensures that opportunities are not missed and sales efficiency is maximised.

v. Freshsales (Freshworks)

Freshsales, part of the Freshworks suite, is designed to provide Al powered insights
and strong contact management features. It helps businesses capture leads, track
interactions, and personalise communication. Its affordability and ease of use make it
particularly attractive to growing businesses in markets such as India.
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vi. Bitrix24

Bitrix24 is an all in one platform that combines CRM with project management
and collaboration tools. It supports communication through chat, video calls, and task
management, making it useful for teams that need both customer management and
internal coordination. Its versatility allows businesses to manage customer relationships
while also improving teamwork and productivity.

4.1.4 Managing Customer Relationships

Managing customer relationships is the practice of building, maintaining, and
enhancing long term connections between a business and its customers. It goes beyond
simple transactions and focuses on understanding customer needs, delivering consistent
value, and fostering loyalty. Effective relationship management requires a customer
centric approach, where every interaction, whether through sales, service, or marketing,
is designed to strengthen trust and satisfaction. By using strategies such as personalised
communication, timely support, and data driven insightS, erganisations can create
meaningful experiences that encourage repeat business. Ultimately, managing customer
relationships is about turning customers into partnegs,and advocateés who contribute to
sustainable growth.

Example: A food delivery app manages customer relationshipsiby tracking past orders,
offering personalised discounts, and quickly resolving complaints through its support
team. As a result, customers feel valued and are more likely to continue using the app
regularly, increasing loyalty and long term profitability.

4.1.4.1 Steps/Stages of Managing/Customer Relations

Process

Enabling

Technology

Fig. 4.1.2 Stages of Managing Customer Relations
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Step 1: Define Your Customer Relationship Goals and Plans

The first step in managing customer relationships is to establish clear goals and a
structured plan. A strong business plan should place the customer and the relationship
you want to build at its core. To begin, organisations must analyse their current situation
by gathering input from different departments such as marketing, customer service, and
IT. Conducting a SWOT analysis (Strengths, Weaknesses, Opportunities, and Threats)
helps identify where processes break down, where inefficiencies exist, and where costs
are too high. Prioritising the most critical issues ensures that attention is focused on
areas that pose the greatest risk to future success. Once this analysis is complete, firms
should define a vision and set customer experience goals that respond directly to the
identified challenges. These goals should be measurable, such as reducing customer
acquisition costs or increasing product holdings, so that progress can be tracked and
corrective actions implemented.

Example: A retail bank conducts a SWOT analysis and discovers that customer
complaints about slow service are its biggest weakness. In response, it sets a CRM goal
to reduce average service time by 25% and improve customersatisfaction scores within
one year.

Step 2: Which Channels Are Important

In today’s business environment, most brafids operate acrossimultiple channels, both
digital and traditional. However, many still'struggle withuncoordinated communication
and disconnected customer experiences. The key question is how deeply your
organisation needs to integrate these chamnels to deliver a seamless and consistent
customer journey. Modern consdmers interact throigh websites, mobile apps, social
media, physical stores, and call centres,€xpecting their information and preferences to
be shared across all touchpoints. Therefore, it is essential to determine how important
cross channel data sharing is“for your buSiness and how it contributes to a unified
customer experiencet

Market research plays'a vital role in identifying which channels customers prefer
and how usage patterns differ/among various customer groups. This insight helps
organisations understand, the operational significance of connecting channels and
maintaining consistency. Once the relevant channels are identified, the next step is to
define which data is critical for success and where it will be sourced from. Begin with
traditional transactional and operational data, then expand to behavioural and digital
insights to build a comprehensive database that supports effective CRM implementation.

Example : A retail clothing brand discovers through market research that its customers
frequently switch between online shopping and in store visits. To ensure a consistent
experience, the company integrates its website, mobile app, and store systems so
customer preferences and purchase history are accessible across all platforms.

Step 3: Data
Data Strategy Overview

A well defined data strategy is essential for successful CRM implementation.
Many businesses lack a clear plan to identify their key data assets, existing gaps, and
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inaccuracies. A strong data strategy should outline how internal data can be improved
and how external data sources can enhance customer insights.

Key Steps in Data Planning

The process begins with prioritising existing data assets and identifying missing
information. Next, organisations must address data quality issues, explore data capture
options, and find ways to generate value from their own data. Finally, they should
evaluate the potential benefits of integrating external data overlays to enrich customer
understanding.

Internal Data Assessment

Start by reviewing the data stored in your warehouse and identifying critical
information and missing elements. Check source systems for additional data that may
not yet be integrated. Assess data quality by examining completeness, accuracy, and
relevance, and look for opportunities to capture new customer information through
digital channels.

Innovative Data Collection

Modern “listening” technologies can track browsingibehaviour and convert it into
structured data in real time. This helps businesses'gain msightsdnto customer actions
even before purchase, filling early stage information gaps. Combining IT efforts with
digital data collection enhances the overall value of CRM data assets.

Customer Relationship Data

Most CRM data focuses on customer@hgagement—how often they visit, buy, and
interact with the brand. Overlaying this internal data with external market data such
as income, age, or demographies helps estimate future relationship value and identify
growth potential.

Email Marketing Data

Email campaign metrics, such as open and click rates, are often stored separately.
Integrating these with 4ransactional data provides a clearer picture of customer
engagement. Businesses should define how frequently this data needs to be refreshed
to maintain accuracy.

Web Behavioural Data

Web data reveals how customers interact with online content. Organisations must
decide how to link this behavioural data with other customer records and summarise it
into meaningful metrics. If integration is complex, web analytics teams can manage it
until future CRM needs evolve.

Social Media Data

Social media platforms generate valuable but unstructured data. Businesses should
determine how important this data is for their brand and how to capture and analyse it
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effectively. Integrating social insights with structured customer data helps understand
consumer sentiment and purchasing behaviour, though it may require new data
management approaches.

Structured vs Unstructured Data

Structured data (names, addresses, contact details) can be easily consolidated, while
unstructured data from social media or digital interactions requires special linking
methods. If integration isn’t feasible, separate tracking projects can still be managed,
provided their insights are coordinated within the overall customer management plan.

Step 4: Frequency and Recency of Data Updates

In today’s fast paced environment, customers can research and compare products
within minutes, often gathering information quickly before making a purchase decision.
Web metrics and behavioural data are generated in real time, which raises the question
of how critical such immediacy is for your customer relationship needs. Organisations
must decide whether to manage this data through a centralised system or if smaller,
stand alone processes can deliver the same value, provided theyare guided by consistent
plans.

It is also important to evaluate whether real time data‘isitruly necessary or if frequent
batch updates could provide nearly the samedencfits at a [owencost. This balance helps
businesses manage resources effectively/while still meeting customer expectations.
Finally, technology should be leveraged t@ combine modern data capture methods with
traditional ETL (Extract, Transform, Load)\tools. This integration ensures that both
structured and real time data ap€ processed efficiently, supporting a more responsive
and customer focused CRM strategy.

Example: An online electroniesiretailer uses real time web tracking to monitor customer
browsing behaviour but relies on'daily batch updates for inventory and sales records.
This approach balances speed, with cost efficiency while still delivering relevant
customer insights.

Step 5: What Analytics Reso@irces

Analytics plays a vital role in transforming raw data into meaningful intelligence that
guides business decisions. Instead of relying solely on IT teams or specialist analysts,
modern CRM encourages a self service approach where marketers and managers can
explore data directly using user friendly tools. Preconfigured dashboards, templates,
and point and click features allow non experts to perform sophisticated analysis, share
insights quickly, and generate actionable recommendations. Advances in technology
have also enabled predictive modelling and optimisation to be applied in real time,
helping businesses determine the best next action for managing customer relationships.
In short, analytics resources empower organisations to move beyond bottlenecks,
democratise data access, and turn numbers into clear strategies for customer engagement.
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Step 6: Managing Customer Contacts and Interactions

Managing customer contacts and interactions requires businesses to meet rising
consumer expectations for personalised and consistent engagement across all
touchpoints. Organisations must design targeted contact plans that define the right mix
of content, channels, and testing strategies, while also incorporating trigger and wave
campaigns supported by strong data and analytics. Advanced campaign management
platforms, often called engagement or dialogue management tools, enable seamless
integration of customer initiated (“pull”) and company initiated (“push”) interactions
across multiple channels. These tools also connect with content management systems
to ensure consistent messaging across websites, social media, and customer devices. By
leveraging such technology, businesses can deliver unified, multichannel experiences
that strengthen customer relationships and brand loyalty.

Step 7: Reporting and Evaluation

Reporting and evaluation are crucial because CRM initiatives are often seen as mission
critical, requiring clear performance metrics beyond marketing alone. Businesses
should establish feedback loops so campaign results feed directlyinto decision making,
supported by defined KPIs and detailed reporting. dnstead of relying on spreadsheets
and fragmented platforms, modern CRM favours integrated systems linked to the
central database, enabling self service accesst0 insights. [ntelligent dashboards provide
interactive, visual reports that are easy todnterpret andyallow users to drill down into
data without needing to build reports from scratch. This\approach reduces IT workload,
ensures consistency, and empowers a wider group of employees to consume and act on
real time information effectively.

Step 8: Technology
On Premise vs Hosted Solutions

One of the first/decisionsgin, CRM technology is whether to adopt an on premise
solution or outsouree tod@ hosted vendor. This choice depends on factors such as data
security, internal expertise, and/iresource availability. While outsourcing may simplify
management, businesses goncerned about protecting data assets may prefer on premise
systems, ideally with vendors experienced in both models to allow future flexibility.

Marketing Suites vs Niche Tools

In the past, IT teams often combined tools from multiple suppliers, but integrating
diverse systems has become more complex with the rise of digital channels. As a result,
many organisations now favour single vendor solutions that provide integrated CRM
applications, data management, and enrichment. This approach reduces implementation
challenges and ensures smoother handling of customer data across platforms.

Technology Platforms

Businesses should evaluate the latest technology carefully, avoiding unproven
“vapourware” by requesting case studies and product roadmaps. The chosen platform
must align with IT strategy, integrate with back office systems, and offer user friendly
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interfaces. Modern CRM platforms should provide scalability, usability, and consistent
support to meet evolving business needs.

Step 9: Solution Support

Strong solution support is essential to ensure CRM systems run smoothly and deliver
expected returns. Businesses should clearly define their support needs both before and
after implementation, including fine tuning for new requirements such as additional
data feeds, updated models, or new campaign templates. Vendors must have the right
expertise to enrich and manage customer dialogues effectively, combining skills in
consulting, technical implementation, professional services, and account management.
Choosing a provider with these capabilities ensures long term success and adaptability
of the CRM solution.

Step 10: People and Processes

Introducing a customer management system impacts both people and processes, so
early engagement is critical. Businesses should identify theiteams most affected and
involve them from the start to secure buy in and avoid resistance,later. Key influencers
and stakeholders must be kept informed of the project’s benefits to maintain momentum.
As requirements for data, analytics, and technology ‘are refined, organisations should
work with teams to align processes and highlightmeeessary ehanges. Finally, individuals
may need additional training to adapt to néw systemsyensuring they can support and
use the solution effectively.

® Recap

¢ CRM is anénterprise-wide initiative integrating customer-facing systems
with bagkend operations.

¢ Implementation requires scenario analysis, purpose definition, planning,
process design, anddechnology selection.

¢ Employee motivation and training are critical for CRM adoption.

¢ CRM tools provide contact management, pipeline tracking, marketing
automation, and analytics.

¢ Salesforce, Zoho, HubSpot, and Freshsales are widely used CRM
platforms.

¢ Managing customer relationships focuses on building trust, loyalty, and
long-term value.

¢ Astructured CRM roadmap ensures cultural acceptance and organisational
alignment.
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0  Measurement of CRM effectiveness 1is essential for continuous
improvement.

¢ Integration capabilities allow CRM to connect with ERP, e-commerce,
and communication systems.

¢ CRM transforms businesses into customer-centric organisations,
enhancing satisfaction and profitability.

Objective Questions

1.  What is the first stage of CRM implementation?
Which CRM tool is known for scalability and advanced analytics?

What does process design in CRM focus on?

> 2 D

Name one CRM tool suitable for SMEs.

What is the final stage in CRM iniplementation?

Which CRM tool is popular for inbound matketing strategies?
What is the purpose of werkflow automatioft in CRM?

What is the role of @mployeefaining in CRM implementation?

2 L =_ S @&

Which CRM tool | combines /project management with customer
management?

10. What is the primary goal of managing customer relationships?

Answers

1. Scenario Analysis.
Salesforce Sales Cloud.

Redesigning workflows to become customer-centric.

2

3

4. Zoho CRM.
5. Measurement and Evaluation.
6

HubSpot CRM.
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To reduce human error and save time.
To ensure effective use and acceptance of the system.
Bitrix24.

Building trust, loyalty, and long-term value.

Self-Assessment Questions

Define CRM and list its major tools.

Identify the stages in the CRM implementation roadmap.
Explain why scenario analysis is important in CRM adoption.
Describe the role of marketing automation in CRM tools.

Compare Salesforce and Zoho CRM “im, terms of] scalability and
affordability.

Assignments

Evaluate the risks of poor vendor selection in CRM adoption.
Analyse thedmpactof process redesign on customer service efficiency.

Break down the CRM roadmap stages and explain how each contributes
to customer-eéntricity.

Design a CRM roadmap for a start-up entering a competitive market.
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Unit —@

CRM Practices in Key Service
Industries

Learning Outcomes

After completing this unit, the learner will be able to:

¢ explain the concept, scope, need, and importance of Industrial Customer
Relationship Management (CRM) in Business-to-Business (B2B)
markets

¢ 1illustrate the major Industrial CRM practices adepted by organisations to
build and maintain long-term customer relationships

¢ compare the application of CRM in the insurance, hospitality, banking,
and healthcare service sectors

¢ design suitable CRM strategies! for different service organisations to
strengthen customer relationships and create long-term value

Prerequisite

A Family’s Joursiey Through CRM=enabled Services

A middle-class, famiily in India decided to plan an international holiday. Their
first step was to purchase travel insurance from a reputed insurance company.
Traditionally, insuraneegs€laims and policy management were seen as slow
and bureaucratic. Still, with the adoption of modern Customer Relationship
Management (CRM) systems, the company was able to transform its service
delivery. The CRM stored all customer details, tracked policy documents, and
sent automated reminders about coverage. When the family faced a minor medical
emergency abroad, the insurer’s CRM system quickly verified their policy and
arranged cashless treatment at a partner hospital. This not only reduced stress for
the family but also built trust in the insurer’s reliability. The CRM ensured that
the customer’s journey was smooth, efficient, and personalized, showing how
technology can strengthen long-term relationships in the insurance sector.

During their trip, the family stayed at a well-known hospitality chain. Hotels
often struggle to balance large volumes of guests with personalised service, but
CRM systems bridge this gap. The hotel’s CRM had recorded the family’s past
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preferences, such as vegetarian meals, late check-outs, and preferred room types,
from earlier visits. This allowed the staff to anticipate their needs and deliver a
tailored experience without the family having to repeat requests. The CRM also
managed loyalty points, sent personalised offers, and followed up after checkout
with thank-you emails and reward coupons. By integrating customer data into
daily operations, the hospitality chain was able to create a sense of belonging and
comfort for the family, turning a routine stay into a memorable experience. This
demonstrates how CRM in hospitality is not just about managing bookings but
about building emotional connections with customers.

For payments and financial transactions during the trip, the family relied on
their banking services. Banks today face challenges in managing millions of
customers while ensuring security and convenience. The bank’s CRM tracked the
family’s international transactions, flagged unusual activity for fraud prevention,
and provided instant support through chatbots and helplines. The CRM also
analysed spending patterns and suggested travel-friendly eredit card offers, such
as discounts on foreign exchange and cashback on hotel bookings. By integrating
CRM into its operations, the bank was able to_ deliver both'safety and value,
ensuring that customers felt supported even when abroad. This highlights how
CRM in banking is not limited to sales but extends to tisk management, customer
support, and personalised financial solutions.

Finally, when the family returned home, they visited a healthcare provider
for routine check-ups. Healthcare institutions oftenface difficulties in managing
patient records, appointmentss and billing, but.€RM systems provide a unified
solution. The hospital’s CRIMM maintaified electronic health records, appointment
schedules, and billing informatiofi, allowing doctors to access past medical
history instantly. This_ensured continuity of care and reduced the chances of
errors. The CRMdlso sent remindessfor follow-up visits, vaccination schedules,
and wellness programs, keeping the family engaged with the healthcare system.
By integrating CRIM; the hospital was able to deliver efficient, patient-centred
care, strengthening trust andfloyalty among patients.

This unit makes them aware of how Customer Relationship Management
(CRM) systems integrate across various service industries such as insurance,
hospitality, banking, and healthcare to create a unified and seamless customer
experience. It helps learners understand that CRM is not limited to technology
but serves as a strategic tool that enhances customer satisfaction, builds trust,
and improves operational efficiency. Through this integrated approach, learners
realise how CRM connects different sectors to deliver personalised, timely,
and reliable services, ultimately strengthening long-term relationships between
organisations and their customers.
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Industrial CRM, Customer Segmentation, Key Account Management, Relationship
Marketing, Customer-Centric Approach, Service Recovery

Discussion

Industrial Customer Relationship Management (CRM) practices focus on how
organizations in key service sectors such as insurance, hospitality, banking, and
healthcare use modern systems to build and maintain strong relationships with their
customers. In today’s competitive environment, these industries face challenges like
handling large volumes of customer data, ensuring personalized service, and providing
quick responses to customer needs. CRM helps them ovérceme these challenges by
offering a structured way to collect, store, and analyze customeminformation, enabling
businesses to deliver better services and creategloyalty. For'example, insurance
companies use CRM to speed up claims and policy unanagement, hotels use it to
personalize guest experiences, banks apply ittersecure transactiens and offer tailored
financial products, and healthcare providers rely on‘itito manage patient records and
appointments efficiently. By studying CRM practices across these industries, learners
gain an understanding of how technology and strategy ¢ombine to improve customer
satisfaction, streamline operationsgandstrengthen longsterm trust between organizations
and their clients.

4.2.1 Introduction

Industrial Custonter RelationshipManagement (Industrial CRM)referstothe organised
way in which businesses.adentify, develop, and maintain long-term relationships with
their industrial or business customers. It focuses on effective communication, reliable
customer service, technical support, and value creation. In practice, Industrial CRM
uses strategies, business processes, and information technology to understand customer
needs, improve satisfaction, and build lasting partnerships in Business-to-Business
(B2B) markets.

Philip Kotler defines Customer Relationship Management (CRM) as “the overall
process of building and maintaining profitable customer relationships by delivering
superior customer value and satisfaction.” In the industrial setting, CRM goes beyond
selling products. It includes technical support, after-sales service, collaborative
planning, and strategic partnerships.

The main aim of Industrial CRM is to create mutually beneficial relationships
between suppliers and industrial buyers, rather than focusing only on single transactions.
Industrial customers often purchase high-value products, require specialised technical
assistance, and engage in long-term contracts. For this reason, maintaining strong and
trustworthy relationships is essential for organisational success.
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4.2.2 Scope of Industrial CRM

0

Customer Identification and Acquisition: Industrial CRM enables organisations
to recognise potential business clients and study their requirements carefully. It
also helps in designing marketing and sales strategies that turn prospects into
loyal, long-term customers.

Customer Segmentation: Industrial buyers can be classified according to factors
such as industry type, purchase size, profitability, location, or importance. This
classification allows companies to tailor products, services, and support for each
group more effectively.

Sales Management: CRM supports the full sales cycle, including enquiries,
quotations, negotiations, order handling, and contract administration. It improves
coordination between sales teams and customers, leading to smoother processes
and higher efficiency.

Key Account Management: Large or high-value customers are given special
attention through dedicated account managers. This ensures,personalised service,
quicker problem-solving, and stronger partnef8hips over time.

Customer Information Management: CRM systems maintain detailed records
such as purchase history, service logsgeommunieation notes, and contract details.
A centralised database helps employees respond faster and provide accurate
service.

After-Sales Service Management: ‘Industrial CRM covers installation,
maintenance, warranty support, repairs, and technical assistance. Effective after-
sales service increases customet satisfaction and strengthens loyalty.

Complaint and'Feedback.Management: CRM allows organisations to record
complaints, /gather feedback, “and take corrective measures. This improves
product quality, service standards, and overall customer experience.

Technology and Data’ Management: Modern CRM software automates
customer-related activities and analyses data. This helps managers make better
decisions and improve operational performance.

Supply Chain Collaboration: CRM supports cooperation between suppliers
and customers in areas like inventory, production planning, and logistics. Strong
collaboration reduces costs and improves supply chain efficiency.

Relationship Marketing: Industrial CRM focuses on building long-term
relationships rather than short-term sales. Strong relationships increase trust,
loyalty, and mutual growth.

Value Creation and Delivery: CRM ensures that companies deliver not only
products but also added value such as technical support and customised solutions.
This makes customers feel they are receiving more than just a transaction.
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Collaboration and Strategic Partnerships: CRM encourages joint efforts
between businesses and customers in planning, product development, and
service improvement. Such cooperation leads to stronger partnerships and shared
success.

Sustainability and Long-Term Success: By focusing on trust, service quality,
and satisfaction, CRM supports sustainable growth. It helps companies remain
competitive by keeping customers engaged and loyal.

4.2.3 Need For Industrial CRM
0

Understanding Customer Requirements: Industrial buyers often have specific
technical and operational demands. CRM helps firms to study these requirements
carefully and deliver products or services that match them.

Developing Long-Term Partnerships: Business-to-business markets rely on
repeat orders and contracts that last for years. CRM builds trust and ensures that
these relationships remain strong and beneficial.

Enhancing Customer Satisfaction: Industrial clients expect reliable delivery,
good quality, and effective technical support."CRM ensures these standards are
consistently met, which increases satisfaction and loyalty.

Retaining Valuable Customers: Winning new industrial clients can be costly
and time-consuming. CRM makes it easier to keep existing customers by offering
personalised attention and continuous, support.

Managing Complex Purchase Decisions: Industrial buying often involves
several decision-maker$ and lengthy,negotiations. CRM provides a structured
way to coordinate communication and simplify the process.

Ensuring Efféctive After=Sales<Service: Industrial products usually need
installation, /fmaintenanee, and technical guidance throughout their use. CRM
ensures these, sefvices are provided quickly and efficiently, strengthening
customer confidence.

Handling Complaints Responsibly: Unresolved complaints can damage
business relationships. CRM provides systematic methods to record, track, and
resolve issues, helping restore trust.

Supporting Better Decision-Making: CRM systems collect and analyse
customer data that is valuable for managers. This information guides marketing,
sales, product design, and service improvements.

Staying Competitive: In competitive markets, firms must offer more than just
products. CRM helps them stand out by providing customised solutions and
superior service.

Promoting Sustainable Growth: Strong customer relationships generate steady
income and open doors for future opportunities. CRM therefore plays a vital role
in ensuring long-term organisational success.
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4.2.4 Importance of Industrial CRM

0

Raising Customer Satisfaction: Industrial CRM helps organisations to
understand what customers expect clearly and to design products or services that
meet those expectations. This results in happier customers and stronger business
ties.

Encouraging Customer Loyalty: When customers are satisfied, they are more
likely to continue buying from the same supplier. CRM builds trust and motivates
repeat business over time.

Improving Customer Retention: Keeping existing customers is usually cheaper
and easier than finding new ones. CRM supports retention by maintaining regular
contact and offering reliable service.

Boosting Sales and Profits: Strong relationships often lead to repeat orders,
larger contracts, and opportunities to cross-sell. These factors increase sales
revenue and improve overall profitability.

Strengthening Communication: CRM makes it easier for suppliers and
customers to stay in touch through meetings, €mails, calls, and digital platforms.
Clear communication helps identify needs “quickly and solve problems
effectively.

Supporting Better Decisions: CRM systems' generate useful reports about
customer behaviour, sales trends, ‘and service quality. Managers can use this
information to make sound strategic choices.

Improving After-Sales'Service: Andustrial CRM ensures that services such as
installation, maintenance, technical support, and warranty handling are delivered
on time. Good after-salesiservice builds confidence and long-term loyalty.

Creating Competitive Advantage: Companies that provide excellent service
and personalised selutionsstand out in the market. CRM helps businesses build
a strong reputation and gain an edge over competitors.

Promoting Contifitous Improvement: CRM collects customer feedback that
can be used to improve products, services, and internal processes. This ongoing
improvement increases customer value and organisational performance.

Ensuring Long-Term Success: Stable customer relationships generate steady
income, expand market share, and support sustainable growth. Industrial CRM
is therefore a key tool for achieving long-term business success.

4.2.5 Industrial Customer Relationship Management
(Industrial CRM) Practices

Industrial Customer Relationship Management (Industrial CRM) practices refer to
the organised strategies and activities used by business-to-business (B2B) organisations
to build and maintain long-term relationships with industrial customers. Unlike

consumer markets, industrial markets deal with fewer customers, larger transactions,

=
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complex buying processes, and long-term contracts. Therefore, CRM practices in this
context focus on understanding customer requirements, offering customised solutions,
maintaining continuous communication, and delivering superior value throughout
the customer lifecycle. Effective CRM practices improve satisfaction, loyalty, repeat
business, and provide a sustainable competitive advantage.

1. Customer-Centric Approach

Industrial CRM begins with a customer-focused mindset. Instead of concentrating
only on selling products, organisations aim to understand the customer’s business goals,
operational challenges, and long-term plans. This approach transforms the supplier into
a strategic partner who provides solutions that align with the customer’s growth and
efficiency. By studying customer requirements in detail, companies can design offerings
that add real value and strengthen trust.

Example: A machine tool manufacturer supplying CNC machines to an automobile
company first studies the customer’s production schedule, quality standards, and
manufacturing processes. Based on this analysis, the suppliet,recommends machinery
that fits perfectly into the customer’s workflow, ensuring efficiency and reliability.

2. Customer Segmentation

Segmentation is the process of classifyingsemstomers based on purchase volume,
profitability, industry type, or strategic gmportances This“allows organisations to
allocate resources wisely and provide differentiated services. Large customers may
receive customised pricing and dedicated account managers, while smaller customers
are managed through distributors omdigital platforms.

Example: An industrial chémical manufacturer may divide its customers into
pharmaceutical companies, textile indastries, food processors, and paint manufacturers.
Each segment receives_tailored\products and technical support suited to its specific
requirements.

3. Key Account Management

Key Account Management (KAM) focuses on high-value customers who contribute
significantly to businesséfévenue. Dedicated account managers are assigned to these
clients to ensure smooth communication, personalised service, and long-term strategic
planning. This practice strengthens partnerships and reduces the risk of losing major
customers.

Example: An industrial automation company assigns account managers to multinational
manufacturing firms. These managers coordinate system upgrades, maintenance
schedules, and future automation projects, ensuring the customer receives continuous
support.

4. Personalised Customer Service

Industrial customers often demand customised products, flexible production
schedules, and technical modifications. CRM systems store detailed customer
information, enabling firms to provide personalised quotations, tailored solutions, and
specialised support. Personalisation increases satisfaction and builds loyalty.
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Example: A steel manufacturer may produce customised steel sheets with specific
dimensions, thickness, and chemical composition for automobile manufacturers. This
ensures that each client receives products suited to their production needs.

5. Effective Communication Management

Continuous communication is the foundation of CRM. Organisations maintain
regular contact with customers through meetings, calls, emails, and digital platforms.
Transparent communication helps identify problems early, provide timely solutions,
and keep customers updated about product improvements or service schedules.

Example: An industrial equipment supplier conducts monthly review meetings with
customers to discuss machine performance, spare parts availability, and future expansion
plans. This ensures customers feel supported and informed.

6. Customer Feedback Management

Feedback is essential for improvement. Organisations collect customer opinions
through surveys, interviews, complaint records, and service reperts. Analysing feedback
helps identify recurring issues and opportunities for innovation. Quick corrective action
shows commitment to satisfaction.

Example: If customers report delays in spare parts.delivery, a company may establish
regional warehouses to reduce delivery timé. This actien demonstrates responsiveness
and builds trust.

7. Complaint Handling and Service Recovery

Complaints are treated as opportunities to improve rather than negative incidents.
Dedicated teams register complaints, investigate causes, and provide solutions promptly.
Effective complaint handling reéduces dissatisfaction and strengthens confidence.

Example: Ifa customer receives defeetive industrial bearings, the supplier immediately
replaces them, investigatesthe defect, and implements stricter quality control measures.
This restores trust andiprevents future issues.

8. After-Sales Service Management

Industrial products require installation, maintenance, repairs, and technical support
throughout their lifecycle. CRM ensures these services are delivered efficiently,
reducing downtime and strengthening customer confidence.

Example: An industrial compressor manufacturer offers annual maintenance contracts,
emergency repair services, and periodic inspections. This ensures uninterrupted
operations for customers.

9. Technical Support and Training

Industrial customers often need continuous technical guidance to maximise
product performance. Organisations provide training, workshops, demonstrations, and
troubleshooting assistance. This improves efficiency and reduces equipment failures.
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Example: A robotics manufacturer trains factory employees on robot programming,
preventive maintenance, and safety procedures before commissioning automated
systems. This ensures smooth adoption of new technology.

10. CRM Technology and Information Systems

Modern CRM relies on digital platforms to store customer data, track interactions,
and generate reports. These systems improve coordination across departments and
support decision-making. Popular tools include Salesforce, SAP, Microsoft Dynamics,
and Zoho.

Example: A sales representative can access real-time customer data through a mobile
CRM app, update meeting notes, schedule follow-ups, and generate quotations instantly.
This improves responsiveness and efficiency.

11. Sales Force Automation

Automation reduces routine tasks such as lead management, quotations, and reporting.
This allows sales teams to focus more on building relationships and developing business
opportunities.

Example: A sales representative visiting manufacturing clients can upload purchase
orders, schedule follow-ups, and prepare quetations, directly through a mobile CRM
application.

12. Supply Chain Collaboration

CRM extends into supply chain"management byfcoordinating inventory, logistics,
and production planning with customess.»Collaborative planning reduces costs and
improves delivery performance.

Example: Automobile” manufacturers share production forecasts with component
suppliers to ensuredimely availability of parts during vehicle assembly.

13. Customer Retention Programmes

Retention strategies include loyalty schemes, discounts, long-term contracts, and
technical upgrades. Proactive measures help prevent customer attrition and strengthen
partnerships.

Example: An industrial lubricant supplier offers free oil analysis, maintenance
recommendations, and discounted contracts to retain major customers.

14. Relationship Marketing

Relationship marketing focuses on building trust and long-term partnerships
rather than short-term sales. Activities include joint research, technical seminars, and
collaborative innovation.

Example: An electronics component manufacturer collaborates with appliance
companies to jointly develop energy-efficient components for future markets.
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15. Customer Value Management

Organisations assess the value of each customer relationship, considering both
current revenue and future potential. High-value customers receive greater investment
and support.

Example: A supplier continues supporting a growing startup manufacturer because of
its expansion potential, even if current sales volumes are low.

16. Performance Measurement

CRM effectiveness is measured using Key Performance Indicators (KPIs) such
as satisfaction levels, retention rates, complaint resolution time, and profitability.
Continuous monitoring helps refine strategies.

Example: A company tracks its repeat purchase ratio and complaint resolution time
to evaluate CRM success. Improvements in these metrics show stronger customer
relationships.

4.2.6 Industrial Customer Relationship Management
(Industrial CRM) Applications in Serviee Sector's

Industrial Customer Relationship Managément (IndustriallCRM) is widely applied
in service industries to strengthen customer relationships, improve satisfaction,
and enhance service quality. While the basic principles of CRM remain consistent,
its application differs depending ongthe nature of thé service. Service organisations
rely heavily on customer intesaction, personaliséd services, timely communication,
and technology-driven solutigns to maintain loyalty and long-term partnerships. The
following sections explain how Industrial €RM is applied in insurance, hospitality,
banking, and healthcares
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1. Industrial CRM in the Insurance Sector

The insurance industry is highly customer-focused because its products are
intangible, involve long-term contracts, and require continuous interaction between
insurers and policyholders. CRM helps insurance companies understand customer
needs, recommend suitable products, manage renewals, and provide efficient claim
settlement. By maintaining comprehensive databases of policy details, payment history,
claims, and communication records, insurers can deliver personalised assistance and
build trust.

CRM also supports customer segmentation, grouping clients by age, income,
occupation, risk profile, or insurance needs. This enables insurers to recommend
appropriate products such as life, health, motor, or travel insurance. Additionally, CRM
systems automate reminders for premium payments and renewals, reducing policy
lapses. Claims management is another vital application, allowing customers to register
claims online, upload documents, and track progress. Quick settlement enhances
confidence and reputation.

Example: A life insurance customer receives automated reminders,before premium due
dates. When the same customer buys a car, the CRM system identifies the opportunity
and suggests motor insurance. During a medical emergency, the customer files a health
insurance claim through the mobile app, receives updates, and benefits from cashless
hospitalisation with minimal paperwork.

2. Industrial CRM in the Hospitality Sector

The hospitality industry, covering hotels, resortsgréstaurants, and tourism businesses,
depends directly on customer satisfaction. \CRM enables organisations to understand
guest preferences, personalise services, and encourage repeat visits. Hotels collect
information about room.choices,food preferences, travel history, and spending patterns
to deliver tailored experiences.

CRM supports_\resefvation, \management, loyalty programmes, personalised
promotions, complaint resolutiofl, and post-visit communication. Hotels send greetings,
festive offers, and loyalty, reWwards to strengthen relationships. Complaints regarding
cleanliness, food quality, or service delays are recorded and resolved quickly, improving
standards and preventing recurrence.

Example: A luxury hotel records the preferences of a regular business traveller who
requests a quiet room, airport pickup, and vegetarian breakfast. On the next visit, these
services are provided automatically. After checkout, the guest receives a thank-you
message and a personalised discount for the next stay, encouraging loyalty.

3. Industrial CRM in the Banking Sector

Banks serve millions of customers with diverse financial needs, making CRM
essential. CRM systems maintain centralised information such as account details,
transaction history, loan records, and investment portfolios. Relationship managers use
this data to provide personalised advice and recommend suitable products.
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CRM enables segmentation of customers into retail clients, corporate accounts, high-
net-worth individuals, students, or small businesses. Each group receives customised
services such as tailored loans, investment plans, or advisory support. CRM also
integrates multiple service channels—branches, mobile banking, ATMs, call centres,
and chatbots—into a unified platform, ensuring faster and more consistent service.

CRM further assists in fraud detection, complaint management, marketing
campaigns, and regulatory compliance. Data analytics help banks predict customer
needs and design innovative financial products.

Example: A customer with a high savings balance is identified by the CRM system as
eligible for a home loan and premium credit card. The relationship manager contacts
the customer with customised offers. Whenever the customer interacts with the bank,
service representatives already have access to complete financial history, ensuring
quick and efficient service.

4. Industrial CRM in the Healthcare Sector

Healthcare organisations, including hospitals, clinics, and pharmacies, use CRM to
improve patient care and streamline processes. CRM systems store detailed patient
records such as medical history, diagnoses, prescriptions, and insurance details. This
enables doctors to provide accurate and coordinated treatment.

CRM automates appointment schedulifig, follow-up\reminders, vaccination alerts,
and prescription refills. It also supports patient communication by sending health
education materials, preventive care tips,,and wellness programme information.
Feedback on treatment quality, ndrsing care, andradministrative services helps hospitals
improve continuously.

CRM ensures coordination among doctors, nurses, laboratories, pharmacies, and
insurers, creating integrated care. During@mergencies, complete patient information is
instantly availablereducing esrors and improving outcomes.

Example: A diabetic patient’s medical history, lab results, and treatment plan are stored
in the hospital’s CRM system.Before each appointment, the patient receives reminders.
Lab reports are uploadedto the patient portal, and the doctor reviews them before
consultation. The patient also receives educational material on diabetes management
and lifestyle practices.

4.2.7 Comparative Study of CRM in Industrial Contexts
Table 4.2.1 Comparison of CRM in Industry

Servi . C .
S(:‘c‘;:)c: Major CRM Applications Key Benefits
Policy management, premium Customer trust, faster claims,
Insurance  reminders, claims processing, higher renewals, improved

customer segmentation, cross-selling  retention
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Reservation management, guest

Hospitality preference tracking, lqyalty ‘ Ephanced satisfaction, repeat
programmes, personalised services, visits, stronger loyalty
complaint handling
Customer profiling, financial advisory, Personalised banking, faster

Banking digital banking integration, loan service, increased retention
management, complaint resolution and profitability
Patient record management,
appointment scheduling, follow-up Better patient care, improved

Healthcare . . .. . . .
reminders, patient communication, outcomes, higher satisfaction

integrated care

Industrial CRM has become indispensable across service sectors because it
strengthens customer relationships and improves service quality. In insurance,
CRM enhances policyholder trust through personalised sétvices and efficient claims
management. In hospitality, it improves guest experiences withytailored services and
loyalty programmes. In banking, CRM supports ciistomer-centri¢, financial services
and digital integration, leading to greater satisfaction and profitability. In healthcare,
CRM improves patient care through accurateminformation ahanagement, timely
communication, and coordinated treatment! Across allithese sectors, CRM transforms
service delivery from short-term transa¢tions into long-term partnerships, creating
value for both organisations and customers.

® Recap

¢ Industrial CRM_feeuses on developing long-term relationships with
business customers.

¢ CRM integrates pedple, processes, and technology to improve customer
satisfaction.

¢ Customer identification helps organisations acquire suitable industrial
customers.

Customer segmentation enables firms to provide customised services.
Key account management gives priority to high-value customers.
Effective communication strengthens customer trust and loyalty.

CRM systems maintain a centralized customer database.

S O O

After-sales service improves customer confidence and repeat business.
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Complaint handling converts dissatisfied customers into loyal customers.

CRM technology supports data analysis and better managerial decision-
making.

Relationship marketing emphasizes long-term partnerships rather than
one-time sales.

Insurance companies use CRM for policy management, renewals, and
claim settlement.

Hospitality organisations use CRM to personalize guest experiences and
loyalty programmes.

Banks use CRM for customer profiling, fraud detection, and financial
advisory services.

Healthcare institutions use CRM to manage patientrecords, appointments,
and follow-up care.

Objective Questions

2o =y Boes o9

—_
=)

11.

Which type of market mainly uses Industrial CRM?

Which CRM practicé focuses on high-value customers?

Which service sector uses CRM forpolicy renewals and claim settlement?
Which CRMusapplicatien is widély used in hospitals?

Why is €ustomer.segmentation important in Industrial CRM?

What is thé'main objective of relationship marketing?

How does CRM.improve after-sales service?

Why do banks use CRM systems?

How does CRM improve hospitality services?

. Which CRM practice helps reduce customer complaints through prompt

corrective action?

Which CRM practice uses customer feedback for continuous
improvement?

. Which CRM application helps insurers reduce policy lapses?
. Which healthcare CRM feature supports continuity of patient care?

. Which CRM practice improves coordination between suppliers and

industrial buyers?
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Answers

1. Business-to-Business (B2B) market.
2. Key Account Management

3. Insurance sector.

4. Patient record management.

5. It helps organisations provide customised products and services to
different customer groups.

6. To build long-term customer relationships

7. By providing timely maintenance, technical support, and warranty
services

8. To provide personalised financial seryices and improve customer
satisfaction

9. By recording guest preferences and providing pessondlised services
10. Complaint Handling and Serviee Recovery

11. Customer Feedback Management

12. Automated premium reminderisystem

13. Electronic Health Records (EHR)

14. Supply Chain Collaberation.

Self-Assessment Questions

1. Define Industrial Customer Relationship Management (Industrial CRM).
2. List the major CRM applications in the insurance sector.

3. Explain the scope of Industrial CRM.

4. Describe the importance of customer segmentation in Industrial CRM.

5

Explain the need for Industrial CRM in B2B organisations.
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Assignments

[lustrate how CRM can improve customer retention in an industrial
organisation.

Explain how a hotel can use CRM to enhance guest satisfaction with
suitable examples.

Demonstrate the role of CRM technology in improving customer
communication.

Compare the applications of CRM in the insurance and banking sectors.

Analyse the major Industrial CRM practices adopted by manufacturing
organisations.

Differentiate between customer-centric approach, and relationship
marketing in Industrial CRM.

Evaluate the importance of after-sales service in maintaining long-term
industrial customer relationships.

Assess the contribution of CRM in improving customer satisfaction
across service industries.

Design a CRM strategy for a healtheare efganisation to improve patient
satisfaction and loyalty.

Develop a comprehensive CRM plan for a hospitality organisation to
strengthen_eustomer tetentionthrough personalised services and digital
technologies.
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Operational

Issues 1In
mplementation
of CRM




Unit —@

Managing CRM Processes and
Defections

Learning Outcomes

After completing this unit, the learner will be able to:

¢ explain the operational challenges involved in implementing Customer
Relationship Management (CRM) systems

O describe the process view of CRM, identifying the stages of customer
relationship formation, management, evaluation,"and enhancement in a
business context

¢ evaluate how firms allocate budgets between attracting new customers
and retaining existing ones

¢ apply insights gained from gustomer defections to improve CRM
strategies

¢ develop strategic recommendations for improving CRM performance
by integrating operational efficiency and organisational learning from
customer defections

Prerequisite

Starbucks is a global coffeechouse chain that has successfully leveraged
Customer Relationship Management (CRM) to balance customer acquisition
and retention. In its early years of expansion, Starbucks focused heavily on
acquisition strategies, opening new outlets worldwide and investing in marketing
campaigns to attract first-time customers. While this helped the brand grow
rapidly, it also faced challenges with customer defections, as competitors offered
similar products at lower prices.

To address this, Starbucks shifted its CRM focus towards customer retention.
The company introduced the Starbucks Rewards Program, which allowed
customers to earn points for every purchase and redeem them for free drinks
or food. This loyalty programme not only encouraged repeat purchases but also
created emotional bonds with customers. Starbucks also invested in digital CRM
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tools, such as its mobile app, which integrates payment, ordering, and rewards.
This improved convenience and personalised engagement, making customers
less likely to defect to competitors.

Operationally, Starbucks had to overcome challenges such as integrating
its CRM system across thousands of outlets, training staff to deliver consistent
service, and ensuring that customer data was used effectively to personalise offers.
The process view of CRM helped Starbucks streamline customer journeys, from
acquisition through promotions to retention via loyalty programmes, and to learn
from defections through customer feedback.

Budgeting decisions also played a crucial role. While Starbucks continued
to spend on marketing to attract new customers, it gradually allocated more
resources to retention strategies, recognising that loyal customers spend more,
are less price-sensitive, and provide valuable word-of-mouth referrals. Feedback
from defectors revealed issues such as long wait times@nd inconsistent service
quality, which Starbucks addressed by improving store opetations and investing
in technology.

This case demonstrates how a global brand balaneed acquisition and retention,
learned from customer defections, and overcaméeperational ehallenges in CRM
implementation to build long-term loyalty.

This unit examines how operational issues, 'process views, budgeting
strategies, and defection analysisgtogether shapedhe effectiveness of CRM in
modern organisations.

Process View of CRM, Customer Acquisition, Customer Retention, Budget
Allocation, Customer Deféctions, Root Cause Analysis

Discussion

CRM processes focus on how businesses build and manage customer relationships,
with three key areas being the process view, budgeting decisions, and customer
defections. The process view of CRM is a step-by-step system that connects marketing,
sales, and service to ensure customers have a smooth experience. A key issue is
budgeting for attraction versus retention; companies must decide how much money to
spend on bringing in new customers compared to keeping existing ones, since retention
is usually cheaper and more profitable. Finally, learning from customer defections is
vital because when customers leave for competitors, their reasons provide lessons for
improvement. For example, if a mobile service provider finds that customers defect
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due to poor network coverage, it can use this insight to improve services and design
better retention programs. In short, managing CRM means creating strong processes,
balancing budgets wisely, and learning from defections to build long-term customer
loyalty.

5.1.1 Operational Issues in Implementing CRM

When examining the operational issues in implementing Customer Relationship
Management (CRM), it is useful to begin with a process-oriented view. CRM is not
simply a technology or a database of customer information; it is a structured approach
that integrates marketing, sales, and service functions to build long-term profitable
relationships. From this perspective, firms face challenges such as aligning cross-
functional teams, ensuring data accuracy, and embedding CRM practices into daily
operations. For instance, a retail chain adopting CRM may struggle to unify customer
data collected from physical stores, online platforms, and mobile apps. If the process
is fragmented, the CRM system cannot deliver meaningful insights, leading to poor
customer engagement. Thus, operational issues often arise from the complexity of
integrating multiple touchpoints and ensuring that employees consistently follow
CRM-driven processes.

Another critical operational concern is budgetallecation betweefi customer attraction
and retention. While attracting new customefs 1s essential for growth, retaining existing
ones is often more cost-effective. However, firms must strike a balance, especially in
competitive markets where customers have .abundant choices. For example, a telecom
company may spend heavily on psemetionalieffers tofattract new subscribers. Still, if
it neglects retention strategies stich as loyalty rewards or personalized service, existing
customers may defect to competitors.ALearning from defections becomes a valuable
operational practice; by analysing why customers leave, firms can design better retention
plans. A bank, for instaficé; mightidiscover that customers defect due to hidden charges
or poor digital seryice. By addressing these issues and evaluating retention programs
through metrics like churmrate reduction or increased repeat purchases, firms can refine
their CRM strategies. Ultimately, operational success in CRM depends on the ability
to learn from customer behaviour, allocate resources wisely, and continuously evaluate
the effectiveness of retention initiatives.

5.1.1.1 Contemporary Operational Challenges
a. Data Privacy Concerns

Modern CRM systems collect vast amounts of customer data, raising serious privacy
and compliance challenges. Organisations must adhere to regulations such as GDPR
or India’s Digital Personal Data Protection Act, ensuring that customer information is
stored, processed, and shared responsibly. For instance, a retail company using CRM
to track purchase behaviour must anonymise sensitive data and obtain explicit consent
before using it for targeted marketing. Failure to do so can lead to legal penalties and
loss of customer trust.

SGOU - SLM - BBA - Customer Relationship Management m

i~

Mooy
SREENARAYANAGURU
GPEN UNIVERSITY



b. System Integration Difficulties

CRM platforms often need to integrate with ERP, HRM, and marketing automation
tools. Poor integration can result in fragmented data, duplication, and inefficiencies.
For example, a bank implementing CRM may struggle to synchronise customer records
between its loan management system and mobile banking app. If integration fails,
customer service agents may not have a complete view of client interactions, leading to
delays and errors in service delivery.

c. Employee Resistance to Change

Employees may resist CRM adoption due to fear of increased monitoring, lack of
training, or disruption of established workflows. This resistance can undermine the
effectiveness of CRM initiatives. For instance, in a healthcare organisation, doctors and
nurses may prefer traditional patient record systems and resist entering data into CRM
platforms. Without proper training and change management, the CRM system remains
underutilised, reducing its intended benefits.

d. Omnichannel CRM Challenges

Customers expect seamless experiences across multiple touchpoints—social media,
websites, mobile apps, and physical stores. Implementing omnichannel CRM requires
synchronising these channels in real time, whiCh 1s operationally€omplex. For example,
an e-commerce company may face diffictilties ensuring that a customer’s complaint
lodged via Twitter is linked to their purchase history in the CRM system. If channels
are not unified, customers experience inconsistent service, damaging brand reputation.

e. Al Adoption and Automation Issues

Al-driven CRM tools promise predictive analytics, chatbots, and personalised
recommendations, butstheir adoption posés challenges such as algorithm bias, high
costs, and employeefskill gaps. Forinstance, a telecom company deploying Al chatbots
may find that customers_pérceive automated responses as impersonal or inaccurate.
Additionally, if predictive models are trained on biased data, marketing campaigns may
unfairly target or exclude cestain customer groups, creating ethical and reputational
risks.

5.1.2 Process View of CRM

Atul Parvatiyar and Jagdish Sheth (2001) developed a comprehensive four stage
framework to explain how Customer Relationship Management (CRM) should
be implemented and sustained within organizations. Their model highlights four
interconnected sub processes: the customer relationship formation process, the
relationship management and governance process, the relational performance
evaluation process, and finally, the CRM evolution or enhancement process.
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Fig. 5.1.1 Process View of CRM

5.1.2.1 Formation Stage

The formation stage of CRM is the first«and most crucial step in building strong
customer relationships, as it sets the foufidation foriall future activities. This stage
involves three major decision areas: clearlydefining the putpose or objectives of engaging
in CRM, carefully selecting customer partners who jare suitable for specific CRM
programs, and designing programis or relationakactivities that will effectively engage
those chosen partners. The overall aim hetéis to improve marketing productivity while
creating mutual value for bothithe company and its customers. Operational efficiency can
be achieved by lowering distribution costs, streamlining order processing, improving
inventory management, reducing eustomer acquisition expenses, and strengthening
customer retention. At the.same time, marketing effectiveness can be enhanced by
identifying the right.eustomers for different programs, personalizing offerings to meet
individual needs, building loyalty and commitment, collaborating to enter new markets
or develop new products,andreshaping the competitive environment to gain advantage.
Before any organisation begins CRM, it is essential to clearly state its objectives and
define the purpose, as this helps design appropriate programs, select the right partners,
and later evaluate performance by comparing actual results with the intended goals.
Defining the purpose also ensures that the chosen partners have the right expectations
and capabilities to fulfill mutual benefits, making the relationship more sustainable and
valuable.

For example, consider a fitness center implementing CRM. Its purpose may be to
increase member retention and improve customer satisfaction. In the formation stage,
it selects long term members as partners for loyalty programs and designs personalized
workout plans and nutrition guidance to engage them. Operational efficiency is achieved
by automating membership renewals and streamlining class bookings, while marketing
effectiveness is enhanced by offering customized promotions based on individual
fitness goals. By clearly defining its objectives and engaging the right customers, the
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fitness center can measure success through higher renewal rates and stronger customer
loyalty, demonstrating how the formation stage of CRM builds a solid base for long
term growth.

5.1.2.2 Management and Governance Stage

The management and governance stage of CRM is all about ensuring that customer
relationship programs run smoothly and deliver the intended results. Managers must
make decisions on several key aspects such as defining roles, establishing communication
systems, building relationship bonds, involving customers in planning, aligning
processes, motivating employees, and monitoring outcomes. Role specification clarifies
what partners, teams, and individuals are expected to do in fulfilling CRM tasks, and
what resources or authority they need to manage customer relationships effectively.
Communication is equally vital it builds trust, provides necessary information, and
enables collaboration. This involves not only communication with customers but
also coordination within the company across departments that interact with the same
customer group. Strong communication helps create relationship bonds, which can be
social, symbolic, or structural. For example, while face to face interactions may work
in business markets, mass markets often rely on symbolic bonds like loyalty programs,
endorsements, or online communities to sustain customer commitment.

Another important element is planning add processialignment. Involving customers
in planning may not always be possible in mass markets, but for large clients or strategic
partnerships, their participation ensures cooperative, and collaborative outcomes.
Internally, processes such as ordershandlingyaccounting, budgeting, and information
systems must be aligned to avoid inefficiencies'in CRM implementation. Human
resource decisions also play d major role—employees need proper training to interact
professionally with customers, work in teams, and manage expectations. Motivation
through rewards, incentives, andirecognition further strengthens their commitment to
building long term gustomer relationships. Finally, monitoring procedures are essential
to evaluate progress, reselve conflicts, and keep CRM programs on track. Regular
reviews of goals, results, and resource alignment help prevent relationship breakdowns
and ensure fairness in partnerships. Overall, management and governance provide the
structure and discipline ‘needed to maintain, develop, and enhance CRM programs,
ensuring that relationships continue to grow and deliver value.

For example, consider a telecom company managing CRM with corporate clients.
It specifies roles by assigning dedicated account managers to each client, establishes
communication through monthly review meetings and online dashboards, and
builds relationship bonds by offering exclusive membership benefits. Large clients
are involved in planning service upgrades, while internal processes like billing and
customer support are aligned to avoid delays. Employees are trained to handle client
queries professionally and motivated through performance bonuses linked to customer
satisfaction scores. Monitoring is done through quarterly evaluations of churn rates and
service quality. This structured management and governance approach ensures that the
telecom company maintains strong, long term relationships with its clients.
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5.1.2.3 Performance Evaluation Stage

The performance evaluation stage of CRM is designed to measure how well customer
relationship programs are working and to guide corrective actions when necessary.
This involves assessing whether the objectives of CRM are being met and deciding
whether programs should be continued, modified, or even terminated. Unlike traditional
marketing measures such as market share or total sales volume, CRM requires more
specific and multi dimensional metrics that reflect the goals of relationship management.
Reinartz and Kumar (2002) emphasized that managing customers for loyalty is not
the same as managing them for profitability, which means firms must evaluate both
customer commitment and financial returns. Effective CRM evaluation therefore
combines strategic, financial, and marketing dimensions. Strategic measures focus on
improvements in processes, product development, and access to new markets. Financial
measures assess profitability at the customer or segment level, often using concepts like
customer lifetime value and share of customer. Marketing measures, on the other hand,
look at customer satisfaction, loyalty, and retention rates. Together, these dimensions
provide a holistic view of CRM performance and ensure thatfizms are not only building
loyalty but also generating sustainable profits.

For example, Strides Arcolab, a Bangalore based pharmaceutical company, entered
into a collaborative supply agreement with a global firm targeting the African market.
As part of this partnership, the customer’sfaudit team reviéwed Strides’ operations,
leading to process improvements across /all 14 factories. This relationship benefited
Strides strategically by enhancing its reputation and opening new customer accounts,
while also improving efficiency at ajow cost: Financially, the company could measure
profitability through increasedfexports and long term customer value. Marketing
outcomes were visible in stronger customer, trust and retention. This case illustrates
how performance evaluation in CRM must go beyond simple sales figures and instead
capture strategic growthgfinancial returnsd and marketing effectiveness to ensure long
term success.

A. PERFORMANCE METRICS
1. Customer Lifetime Value (CLV)

Customer Lifetime Value (CLV) measures the total profit a company expects to earn
from a customer throughout the entire relationship. It helps managers identify high-
value customers and decide how much should be invested in acquiring and retaining
them. Customers with higher CLV deserve greater attention because they contribute
significantly to long-term profitability.

Example: Amazon identifies customers with high purchase frequency and recommends
products using personalized suggestions. These customers continue purchasing over
many years, resulting in a high Customer Lifetime Value.

2. Customer Equity

Customer Equity refers to the total combined lifetime value of all customers of
an organization. It represents the overall financial value of the customer base and
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is considered one of the most important intangible assets of a company. Increasing
customer equity indicates that CRM strategies are successfully creating long-term
profitable relationships.

Example: Apple has millions of loyal customers who repeatedly purchase iPhones,
iPads, Macs, and subscription services. The combined value of these loyal customers
contributes to Apple's exceptionally high customer equity.

3. Net Promoter Score (NPS)

Net Promoter Score (NPS) measures customer loyalty by asking customers how
likely they are to recommend the company to others on a scale of 0 to 10. Customers
scoring 9 or 10 are called Promoters, those scoring 7—8 are Passives, and those scoring
0—6 are Detractors. A high NPS indicates strong customer loyalty and positive word-
of-mouth marketing.

Example: Tesla regularly records high NPS because satisfied customers enthusiastically
recommend its electric vehicles to friends and family, generating new customers without
extensive advertising.

4. Customer Effort Score (CES)

Customer Effort Score (CES) measures hew'@asy it 1sifor customers to complete
a transaction or resolve a problem. Customers generally remain loyal when they can
receive quick and effortless service. Organizations use CES to identify obstacles that
make customer interactions difficult.

Example: Google Pay allows users to complete digital payments with only a few taps
on their smartphones. Becausg the paymient process requires minimal effort, customers
report a high Customer Effort Score.

5. Customer Satisfaction Indexy(CS1)

Customer Satisfactiondfidex (CSI) measures the overall satisfaction level of customers
regarding products, services, and their overall experience. It is usually obtained through
customer surveys covering sefvice quality, product quality, responsiveness, and value
for money. Higher CSI indicates better customer experience and stronger customer
retention.

Example: Taj Hotels regularly collect guest feedback regarding room quality,
hospitality, and dining services. High customer ratings contribute to a strong Customer
Satisfaction Index and encourage repeat visits.

6. Customer Churn Rate

Customer Churn Rate measures the percentage of customers who stop doing business
with a company during a specific period. A high churn rate indicates dissatisfaction,
increased competition, or ineffective CRM practices. Reducing churn is a primary
objective of customer retention programmes because retaining existing customers is
generally less expensive than acquiring new ones.
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Example: Netflix continuously analyses subscriber cancellations. If many customers
leave after a price increase, the company introduces new content and flexible subscription
plans to reduce customer churn.

5.1.2.4 Evolution Stage

The evolution stage of CRM highlights how customer relationships and CRM
programs change over time due to the dynamic nature of competitive markets.
Organizations must regularly make decisions about whether to continue, modify,
enhance, or even terminate their CRM initiatives. The direction of this evolution is
largely influenced by the performance and satisfaction levels of both the company and
its customers. When CRM programs deliver positive results, partners are motivated
to strengthen or expand the relationship. On the other hand, if outcomes fall short of
expectations, firms may choose to adjust the program or discontinue it altogether. In
some cases, especially in business markets, collaborative relationships are designed
with planned endings, meaning termination is part of the_ natural cycle. To manage
this effectively, companies benefit from systematically planning and charting the
relationship evolution cycle, while also preparing for contingeneies that may require
changes in strategy. This approach ensures that CRM, remains flexible, adaptable, and
aligned with both market conditions and customer needs:

For example, consider a software compafty offermg,cloud §érvices. Initially, it may
form CRM programs to attract small businesses by providing affordable packages. As
the relationship evolves and customer satisfaction remains high, the company might
enhance its CRM by offering advanced features, personalized support, or loyalty
discounts. However, if customefs begin to fecl'dissatisfied due to rising costs or poor
service quality, they may defe¢tto compétitors, prompting the company to either modify
its pricing strategy or terminate certain programs. By planning for such evolutionary
changes and monitoringreustomer, feedback, the software company can adapt its CRM
initiatives to sustain(long term relationships and remain competitive in the market.
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5.1.3 Budgeting for Attraction Vs. Retention

In traditional marketing, companies mainly focused on attracting new customers rather
than keeping existing ones. Most of the resources and attention from top management
went into front end activities like advertising and promotions to bring in fresh customers.
In contrast, back end processes such as customer retention and development were often
ignored. However, modern marketing has shifted toward relationship marketing, which
emphasizes building long term, mutually beneficial relationships with customers. This
approach aims to increase the firm’s share of each customer’s spending by fostering
loyalty and trust. Customer retention has become a major focus because it is far more
cost effective keeping an existing customer can cost up to six times less than acquiring a
new one. Moreover, long term customers tend to spend more over time as they become
familiar and comfortable with the company’s products and services. They are also
easier and cheaper to serve since the firm gains experience and efficiency from repeated
interactions. In short, the new marketing philosophy values lasting relationships over
one time transactions, recognizing that loyal customers contribute more to profitability
and stability than constantly chasing new ones.

While customer retention is crucial, firms must also focushon attracting new
customers to maintain balance and growth. Even withystrong retention efforts, some
customer defections are inevitable, so acquiringsaew.customers helps offset these losses.
In industries experiencing rapid growth, cofmpanies need topursue both retention and
expansion through new customer acquisition to stay competitive. Simply retaining
existing customers and replacing defectors will not allow a firm to grow at the same
pace as its rivals. Therefore, acquiring new customersdbecomes a key strategy for long
term growth, as these new customers, though not immediately profitable, can become
highly valuable over time if rétained effectively.

Since firms operate with limited marketing budgets, managers face the challenge
of deciding how mu¢€h to allocate betwéen retention and acquisition. This decision is
complex because investinggfi'one area often means reducing resources for the other.
The risk and rewardsstructure also differs: retention focuses on familiar customers
who are easier and cheaper todserve, while acquisition targets new customers whose
preferences and behavioufs are largely unknown. For new customers, firms may
rely on basic offerings and front end activities like advertising, branding, and market
research. In contrast, retention efforts emphasize back end activities such as after sales
service, customer support, and loyalty programs. For example, a car dealership may
spend heavily on advertisements and test drive events to attract new buyers, while
simultaneously investing in maintenance packages and personalized service reminders
to retain existing customers. Balancing these two approaches ensures steady growth
and long term profitability.

Raman and Angur (2000) examined the challenge of how firms should allocate
their limited resources between two distinct customer segments. The first is the
current segment, which is relatively predictable and grows at a steady rate. Here,
customer retention strategies are most effective, as firms already understand the needs
and behaviours of these customers. The second is the new segment, which involves
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acquiring fresh customers. This segment is less predictable but essential for expansion
and long term growth. The firm’s overall objective is to maximise the expected returns
from the resources invested across both segments. However, since resources are finite,
allocating more to one segment often reduces the performance of the other. This makes
the problem complex, as it cannot be viewed purely from a financial perspective or
solely as a marketing issue; it combines elements of both disciplines.

Before deciding how to divide their resources between customer retention and
customer acquisition activities, firms must carefully evaluate several key factors that
influence this allocation.

¢ Nature of the Industry

The type of industry influences whether retention or acquisition should be prioritised.
In consumer non durables (like soaps or soft drinks), products are similar, and
customers easily switch brands, so acquisition strategies are more effective. In contrast,
in consumer durables (like refrigerators) or services (like insurance), retention is more
important because building long term trust adds value.

Example: A shampoo brand invests heavily in advertising to attract new buyers, while
an insurance company focuses on retention through renewal discounts and personalised
service.

¢ Growth Rate of the Industry

In fast growing industries, acquisition 18 vital to expand quickly and secure market
leadership. In saturated industries with many eompetitors, retention becomes critical to
prevent customers from defectifg to rivals,

Example: A mobile phone company‘in a booming market spends on promotions to
acquire new users, while.in a saturated tele€om market, firms rely on loyalty programs
to retain subscriberss

¢ Position of the Firmi in the Industry

New entrants or firms launéhing innovative products must initially allocate more
resources to acquisition.{Once established, retention strategies become more relevant
to sustain growth.

Example: A startup introducing a new food delivery app invests heavily in customer
acquisition through discounts, but once it gains a user base, it shifts focus to retention
by offering reward points and personalized offers.

¢ Uniqueness of the Firm’s Service

If products or services can be easily copied, retention strategies help build emotional
and intangible bonds that competitors cannot replicate.

Example: A coffee chain may face competitors offering similar beverages, but it retains
customers through loyalty cards, personalized experiences, and community events.

m SGOU - SLM - BBA - Customer Relationship Management 197

i~

pL——
SREENARAYANAGURU
GPEN UNIVERSITY




0  Readiness of the Firm

The internal capabilities and customer orientation of the firm determine whether
retention or acquisition is feasible. Retention requires strong back end processes and
close customer engagement, while acquisition focuses on targeting broader segments.

Example: A bank with advanced CRM systems and trained staff can focus on retention
through personalized financial advice, while a new entrant in the market may initially
focus on acquisition through mass advertising.

¢ Balancing Acquisition and Retention

Acquisition and retention are not mutually exclusive. Firms may start with acquisition
to build a customer base, but without retention, resources are wasted as customers
defect. Retention is more profitable in the long run since loyal customers spend more
and are easier to serve.

Example: An e commerce platform attracts new customersgwith discounts but ensures
retention through fast delivery, responsive customer service, and loyalty rewards. This
balance reduces churn and drives sustainable growth.

Customer vs Retention Factors
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5.1.3.1 Comparative Framework: Budgeting For Customer Attraction

Vs Customer Retention

Table 5.1.2 Comparative Framework

Customer Attraction .
Aspect ele Customer Retention
(Acquisition)
Primary Acquire new customers and Retain existing customers and
Objective expand market share. strengthen loyalty.
Advertising, promotional .

. . . Loyalty programmes, personalized
Major campaigns, influencer . .

. .l =, communication, after-sales service,
Activities marketing, introductory

discounts, product launches.

CRM systems, customer support.

High due to advertising,
Cost promotions, and customer
acquisition expenses.

Comparatively lower because
relationships already exist.

Expands customer base,
Benefits increases market penetration,
supports business growth.

Higher profitability, repeat
putehases, referrals, and stronger
brand loyalty.

New customers may not
become loyal, resulting in‘high

Exeessive focus on existing

Risks . - customers may limit business
acquisition costs and uncertain . . .
expansion and reduce innovation.
returns.
. . Essential in mature and highl
. Essential duridg market entry, .. sy
Strategic . competitive markets where
L product laun¢hes, or rdpid .
Implications customer loyalty determines
industry growth. o
profitability.
. ’ Banking, insurance
Suitable Consumer.goods, mobile & ’

Industries applieations, startups, FMCG.

hospitality, healthcare, SaaS,
telecommunications.

Industry Examples

¢ E-commerce Industry

Amazon invests substantially in customer acquisition through online advertising,
affiliate marketing, and promotional discounts during events such as Prime Day.
Simultaneously, it allocates significant resources toward customer retention through
Amazon Prime membership, personalized recommendations, and fast delivery services.
This balanced approach helps Amazon continuously expand its customer base while

maintaining exceptionally high customer loyalty.

¢ Banking Industry

Banks spend considerable resources attracting new customers by offering zero-
balance accounts, attractive interest rates, and digital onboarding incentives. However,
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retaining customers is equally important because long-term customers purchase
additional services such as loans, insurance, credit cards, and investment products.
Consequently, banks invest heavily in relationship managers, mobile banking
applications, personalized financial advice, and loyalty programmes.

¢ Telecommunication Industry

Telecom operators use introductory recharge offers, free data packages, and
discounted smartphones to attract new subscribers. Once customers are acquired, firms
focus on retention through reward points, family plans, priority customer service, and
personalized data packages. This balance reduces customer churn and improves long-
term profitability.

5.1.4 Learning From Customer Defections

A customer defection happens when a customer switches to a competitor’s product
or service. Such defections provide valuable insights intodhow a firm’s offerings are
perceived externally, information that might otherwise remainhidden. They also have a
significant impact on profitability, especially in service industries, Where defection rates
can influence profits more strongly than factors like'market share, scale, or unit costs.
High defection rates are often early warning signs of deéelining performance and can
predict future financial troubles for a firm.

Interestingly, customer defections, though representing failures, can also serve
as powerful learning opportunities. When customers leave, it usually indicates
dissatisfaction and the perceptionthat'competitors offer better value. By studying these
defectors and seeking their feegdback, firmis can identify weaknesses in their products,
services, or processes. Companies that are open to learning can trace the root causes
of defections, correct flawed practices, and @ven win back lost customers by rebuilding
trust and improving sérvice quality:

For example, a telecom€ompany noticing a rise in customer churn might survey those
who switched to competitors. If feedback reveals poor network coverage or unresponsive
customer support, the firm can address these issues, upgrade its infrastructure, and
improve service responsiveness. In doing so, it not only reduces future defections but
may also regain former customers, turning a setback into a strategic advantage.

Reichheld’s (1996) reasons for customer defections are given below:

1. Lack of urgency : Many firms fail to recognize customer defections early or
underestimate their impact because they do not clearly see the link between
loyalty, cash flows, and profits. Example: A retail chain ignores rising churn until
sales drop significantly.

2. Reluctance to analyse failures : Managers often avoid studying defections since
it is unpleasant and may reflect poorly on their performance, with top management
discouraging such reviews. Example: A hotel avoids investigating complaints
fearing reputational damage to its leadership.
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3. Difficulty in definition : In certain industries, it is hard to precisely define what
constitutes a defection. Example: In subscription services, distinguishing between
temporary inactivity and permanent churn can be challenging.

4. Challenges in segmentation : Identifying which customers are worth retaining is
often complex. Example: A bank struggles to decide whether to invest in retaining
low value account holders or focus only on high value clients.

5. Uncovering root causes : Pinpointing the exact reasons behind defections and
drawing actionable lessons is extremely difficult. Example: A telecom company
may know customers are leaving but cannot easily determine whether it is due to
poor coverage, pricing, or customer service.

6. Internal learning barriers : Even when causes are identified, ensuring the
right people within the organization learn from them and commit to change is a
challenge. Example: Feedback about poor service may not reach frontline staff
who interact directly with customers.

7. Weak monitoring systems : Firms often lack mechanisms to continuously track
defections and prompt senior management to respond quickly. Example: An
airline without proper churn monitoring fails tomotice frequent flyers switching
to competitors until loyalty program participation'dtops sharply.

The longer a customer remains with a company, the greater the value they generate.
This is because loyal customers tend to spend more, cost less to serve, provide positive
word of mouth referrals, show reduced sensitivity to price changes, and eliminate the
need for acquisition or start up_expenses. Meost CEOs recognise the importance of
loyalty, but unless they are presented withyconcrete figures, such as the lifetime value
of a customer or the net present value of the'customer base, they often continue to judge
performance mainly through ¢ash flows and profits. In reality, customer retention is a
more accurate measureofthe true value a fitm is creating. Unfortunately, many managers
lack the tools to asséss the worth of their customer base properly or to communicate this
insight across the organisation. Standard tools like satisfaction surveys or conventional
market research are inadequate for analysing defections, since defecting customers are
the first to reveal when a fitm’$ value proposition is being outperformed by competitors.

Moreover, businesses often focus heavily on success and overlook failures, treating
them as issues to be forgotten. Yet, analysing failures can provide rich insights into
why performance fell short. By studying customer defections and dissatisfaction, firms
can uncover weaknesses in their offerings and processes, and use this knowledge to
strengthen their competitive position. In essence, failure analysis is not a setback but a
valuable opportunity for learning and improvement.

5.1.4.1 Modern Approaches to Learning From Customer Defections

1. Voice of Customer (VoC)

Voice of Customer (VoC) refers to the systematic collection and analysis of customer
opinions, expectations, complaints, and suggestions across every customer touchpoint.
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Modern CRM systems gather VoC information through surveys, websites, mobile
applications, call centres, emails, and feedback forms to understand changing customer
needs. Organizations use these insights to improve products, services, and customer
experiences before dissatisfaction leads to customer defections.

Example: Starbucks collects customer feedback through its mobile application and
post-purchase surveys. The company analyses this information to improve menu items,
service quality, and store experiences, thereby reducing customer defections.

2. Exit Interviews

Exit interviews are structured discussions conducted with customers who decide to
discontinue using a company's products or services. These interviews help organizations
understand the specific reasons for customer departure, such as pricing, poor service
quality, product limitations, or better competitor offerings. The information collected
enables firms to identify recurring issues and implement corrective measures to prevent
future defections.

Example: A private hospital contacts patients who shift to another healthcare provider
to understand whether the decision was influenced by treatment quality, waiting time,
pricing, or staff behaviour. The findings help management improve healthcare services
and patient satisfaction.

3. Sentiment Analysis

Sentiment analysis is an Artificial Intelligence (Al)-based technique that analyses
customer opinions expressed in«@views, emails, ehats, and social media posts to
determine whether they are positive, negative, or neutral. It enables organizations
to identify dissatisfaction at an early stage before customers decide to leave. By
continuously monitoring customer sentiments, firms can take proactive actions to
improve customer experiences and.reducé churn.

Example: Flipkart analys€s customer reviews and product ratings using Al-based
sentiment analysis.“If negative’ sentiments increase regarding delivery delays, the
company investigates logistics operations and introduces improvements to enhance
customer satisfaction.

4. Social Media Listening

Social media listening involves continuously monitoring conversations, comments,
hashtags, reviews, and mentions about a brand across platforms such as Facebook,
Instagram, X, LinkedIn, and YouTube. Unlike traditional surveys, social media listening
captures spontaneous customer opinions and identifies emerging issues in real time.
CRM managers use these insights to respond quickly to complaints, improve services,
and protect brand reputation.

Example: IndiGo Airlines monitors customer complaints posted on X and Facebook
regarding flight delays or baggage issues. The company responds promptly through its
customer support team, resolving problems quickly and strengthening customer trust.
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5.1.5 Analysing Customer Defections

Analysing customer defections begins with clearly defining what a defection actually
means. In some cases, it is straightforward, for example, when a customer closes their
account and moves entirely to a competitor. However, defections can also be partial,
where a customer shifts most of their business elsewhere but still maintains some
connection with the firm. These partial defections are harder to identify but are equally
important. At times, what appears to be a defection may not be one at all, such as when
a customer closes an account but does not join a competitor.

Once defections are defined, the next step is to identify the firm’s core customers.
This is not always easy, as it often requires revisiting the company’s mission and long
term goals. Core customers are those who are most profitable, loyal, and aligned with
the firm’s strengths. They value stable, long term relationships and are worth more to
the firm than to competitors. Firms can use tools such as customer lifetime value, net
present value, and share of wallet to segment customers into core and non core groups.
Successful companies that achieve high loyalty usually fécus on delivering superior
value to their core customers.

The following stage involves conducting a root cause analysis of defections. Rarely
does a single incident trigger a customer’s departure; mstead, it is usually a series of
disappointing experiences that gradually puSh themtoward,eompetitors. Reviewing
customer interaction histories and interviewing defectors helps uncover these patterns.
Typically, three or four recurring issues €an explain why customers leave. Listening
directly to defectors is crucial, as they provide first hand insights into where the firm’s
value proposition is failing.

Senior management must also be activelyinvolved in this process. Their participation
not only helps them understandthe real reasons behind defections but also encourages
defectors to share feedback more epenly«Some firms, such as Lexus, even have CEOs
and senior executiyes personally reach out to defected customers. Identifying customer
worth through informatiefi systems or market research further strengthens this exercise.

Based on these insights, fihis should develop action plans. Some remedies may be
quick fixes requiring minimal effort, while others may demand significant investment,
such as implementing advanced complaint tracking systems. Importantly, the lessons
learned must be communicated to the right employees and tied to incentives, career
growth, and performance measures. This ensures that staff see how retention efforts
directly impact their own success. Continuous reminders about the importance of
customer retention help prevent complacency and reinforce its impact on profitability.

To make defection analysis sustainable, firms should establish permanent monitoring
systems. These systems track whether implemented solutions are effectively reducing
defections and provide senior managers with regular updates on customer feedback.
Ultimately, the key to loyalty lies in creating value through organisational learning. As
Reichheld aptly observed, “Customer defection is a unit of error containing nearly all
the information a firm needs to compete, profit, and grow.”

m SGOU - SLM - BBA - Customer Relationship Management 203

i~

Rt ——
SREENARAYANAGURU
GPEN UNIVERSITY




LTERA, 50
TETATEI”

-
o —
+

o —

Desssdop Action : .
™ ¥
Luwa Sddam Fof
T v Mg el Semior
W3 npgament
Fvpgs Cadenhia

w 1he Baran

¢ CRM implementation often faces operational challenges such as data
integration, employee training, and aligning technology with customer
needs.

¢ The process view 0of CRM helps firms understand customer journeys from
acquisition to retention and feedback analysis.

¢ Customer acquisition strategies focus on attracting new buyers through
promotions, advertising, and outreach campaigns.

¢ Customer retention strategies aim to build loyalty, reduce churn, and
increase long-term profitability.

¢ Budget allocation between attraction and retention is a critical decision
that determines the sustainability of CRM efforts.

¢ Retention is generally more cost-effective than acquisition because loyal
customers spend more and require fewer resources.
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¢ Customer defections occur when customers switch to competitors, either
fully or partially.

¢ Analysing defections provides valuable insights into weaknesses in
products, services, or processes.

0 Firms must define what counts as a defection, since not all account
closures represent true customer loss.

¢ Identifying core customers is essential, as they are the most profitable,
loyal, and aligned with the firm’s strengths.

¢ Root cause analysis of defections helps uncover recurring issues that
push customers away.

¢ Senior management involvement in defection analysis ensures
accountability and encourages defectors to share honest feedback.

0 Action plans based on defector interviews can in¢lude quick fixes or
long-term investments such as CRM systems.

¢ Communicating lessons from defections acrossthe organisation motivates
employees to connect retention effofts with theitewnsuccess.

¢ Continuous monitoring of defections and customer feedback makes CRM
a permanent learning system that drives loyalty and growth.

Objective Questions

1. What does CRMstand for?
2. What is the'main purpose of CRM implementation in organisations?

3. Which view ©ffCRM focuses on the stages of customer acquisition,
retention, and feedback?

4. What is the primary challenge in CRM implementation?

5. Which is generally more cost-effective: customer acquisition or customer
retention?

6. What term is used when a customer shifts to a competitor?

7.  What type of defection occurs when a customer closes their account
completely?

8. What type of defection occurs when a customer moves most of their
business to a competitor but still keeps some relationship with the firm?
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10.
11.
12.
13.
14.
15.

Which customers are considered most profitable and loyal to the firm?
What analysis helps identify the reasons behind customer defections?
Why is senior management involvement important in defection analysis?
What is one quick remedy firms can implement after defector interviews?
What is the biggest barrier to learning from customer defections?

What system should firms establish to make defection analysis permanent?

According to Reichheld, what does customer defection represent?

Answers

> » N

2 L =& ey &

I1.

12.
13.
14.

15.

Customer Relationship Management
To build and maintain long-term profitable telationships with customers
The Process View of CRM

Operational issues such as data integration, employee training, and
customer communication

Customer retention
Customer defection
Full defection
Partial defection
Core customers
Root cause analysis

It ensures accountability and encourages defectors to share honest
feedback

Improving customer service or complaint handling
Employees not seeing how retention efforts relate to their own success
A measurement system to monitor defections and track improvements

A unit of error containing nearly all the information a firm needs to
compete, profit, and grow
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Self-Assessment Questions

Explain what is meant by Customer Relationship Management (CRM)
and why firms implement it.

Define customer defection and distinguish between full defection and
partial defection with examples.

Describe the process view of CRM and explain how it helps in managing
customer relationships.

Discuss why customer retention is often more valuable than customer
acquisition for a firm’s profitability.

Apply the concept of budgeting for attraction versus retention to a service
industry example of your choice.

lustrate how customer feedback from defectors can'be,used to improve
CRM strategies in a retail organisation.

Analyse the operational issues thatfirmsyface when_implementing CRM
systems and suggest possible solutions.

Break down the reasons why\many firms fail to learn from customer
defections, as identified by, Reichheld.

Evaluate the effectivVeness of €ustomer satisfaction surveys compared to
defection analysis in measuting loyalty.

Assignments

O
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Assess the role of senior management involvement in defection analysis
and its impact on organisational learning.

Design a CRM strategy that balances customer acquisition and retention
for a growing e-commerce company.

Propose an action plan for a bank that is facing high customer defections
due to poor digital services.

Critically examine how budgeting decisions between attraction and
retention influence long-term competitive advantage.

Discuss how organisational learning from customer defections can
transform failures into opportunities for growth.
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6. Create a framework for making defection analysis a permanent system
within an organisation, including monitoring and feedback mechanisms.
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Unit —@

Customer Retention Strategies

Learning Outcomes

After completing this unit, the learner will be able to:

¢ define the key concepts of customer retention strategies, loyalty
programmes, and rewards systems used in business

¢ explain clearly the differences between customer acquisition and retention
approaches

¢ apply theoretical principles of retention by analysing, case studies and
suggesting practical improvements to loyalty programmes

¢ evaluate customer data such as redemption patterns, repurchase volumes,
and loyalty trends to assess the effectiveness of retention programmes

¢ critically assess customer retention plans|that align marketing and
operations, ensuring long-term ‘value for both customers and the firm

Prerequisite

Amazon Prime is a_powerful example of how customer retention strategies,
loyalty plans, andsprogramme evaluation can be successfully implemented.
Launched initially as a subseription service offering free two-day delivery, Prime
has evolved into a cemprehensive loyalty programme that includes streaming
services, exclusive deals, faster delivery options, and special promotions. By
bundling multiple benefits together, Amazon ensures that customers perceive
high value in staying subscribed, which strengthens their loyalty and reduces the
likelihood of switching to competitors.

The strategy behind Prime is clear: target high-value customers who
frequently shop online and reward them with convenience and exclusivity.
Amazon continuously evaluates the programme by tracking customer usage
patterns, renewal rates, and purchase behaviour. For example, data shows that
Prime members spend significantly more than non-members, which confirms
the effectiveness of the programme. Amazon also adapts its offerings based on
customer feedback, such as adding Prime Video and Prime Music to increase
relevance and aspirational value.
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Evaluation plays a critical role in maintaining the programme’s success.
Amazon ensures that the value provided to customers does not exceed the
cost of delivery by balancing rewards with profitability. If certain benefits are
underutilised or fail to generate loyalty, they are modified or replaced. Moreover,
Amazon monitors competitors like Walmart and Netflix to ensure its programme
remains attractive and convenient.

This case highlights how a firm can design a retention strategy that combines
rewards, customer data analysis, and continuous evaluation to build long-term
loyalty. Amazon Prime demonstrates that when customers feel valued and
supported through relevant benefits, they are more likely to remain loyal and
profitable for the firm.

This unit makes them aware of how global companies like Amazon use
customer retention strategies and loyalty programmes to strengthen engagement,
increase profitability, and sustain long-term customer relationships.

Customer Retention, Loyalty Programmes, Rewards, Customer Portfolio
Analysis, Retention Marketing Mix, Reorganisation for Retention, Value Sharing,
Programme Evaluation

Customer retention stratégies focus on building long-term relationships with
customers by ensuringsSatisfaction, loyalty, and continued engagement with the firm.
Unlike customer acquisition, which aims at attracting new buyers, retention emphasises
keeping existing custométsithrough well-designed plans such as loyalty programmes,
rewards systems, and personalised marketing mixes. These strategies often include
product enhancements, reinforcing promotions, effective sales force connections,
specialised distribution, and strong post-purchase communication. Evaluating retention
programmes is equally important, as firms must regularly assess whether they are
targeting the right customers, providing balanced value, and generating measurable
increases in loyalty. By aligning marketing and operations, analysing customer data,
and adapting to competitive pressures, organisations can create sustainable programmes
that not only retain customers but also enhance profitability. This integrated approach
ensures that customer retention becomes a core part of business growth and long-term
success.
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5.2.1 Customer Retention Plans

Customer retention is becoming increasingly vital as businesses realise the long-
term value of loyal customers. Many companies now introduce reward schemes to
encourage loyalty, such as offering discounts, exclusive deals, or points that can be
redeemed for products. These rewards can indeed strengthen customer commitment,
but in practice, many firms fail to design them properly. A poorly structured rewards
programme may only deliver a small portion of its potential benefits. To truly benefit,
firms need to carefully plan their retention strategies. This involves analysing their
customer portfolio to understand which customers bring the most value, creating a
marketing mix that focuses on retaining existing customers rather than only attracting
new ones, and reorganising their operations to prioritise customer loyalty. For example,
a supermarket chain might introduce a loyalty card that gives regular shoppers points
for every purchase, which can later be exchanged for free groceries. Similarly, a mobile
service provider could offer long-term customers special data packages or priority
service. These approaches not only reward loyalty but also make customers feel valued,
reducing the chances of them switching to competitors.

In simple terms, customer retention is about keeping the customers you already have
happy and engaged, rather than constantly chasing new ones. When firms invest in
well-designed rewards programmes and retention,strategies, they can build stronger
relationships with their customers, increase profitability, ‘and create a more stable
customer base. For instance, airlines often use frequent flyer programmes where
travellers earn miles for each trip, encouraging them to continue flying with the same
airline. Likewise, coffee shops mayseffer a “buy ninej get the tenth free” card, which
motivates customers to return regularly. These examples show how thoughtful retention
plans can transform occasional buyersdintoiloyal supporters, ensuring steady growth
and long-term success for the'business.

5.2.1.1 Custome¥r Retention Strategy Framework
1. Customer Segmentation

Customer segmentationgisithe process of dividing customers into meaningful groups
based on characteristics such as demographics, purchasing behaviour, preferences,
profitability, or lifestyle. By identifying different customer segments, organisations can
design retention strategies that address the specific needs of each group instead of using
a single approach for everyone. Effective segmentation improves customer satisfaction,
enhances loyalty, and ensures that marketing resources are allocated efficiently.

Example: A commercial bank classifies customers into premium, salaried, senior
citizen, and student segments. Premium customers receive dedicated relationship
managers and exclusive financial products, while students are offered digital banking
incentives and educational loans.

2. Customer Engagement

Customer engagement refers to the continuous interaction between a company
and its customers across various communication channels. It includes personalised
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emails, mobile applications, social media interactions, educational content, customer
communities, and regular feedback mechanisms. Higher engagement strengthens
emotional attachment and encourages customers to remain loyal to the brand.

Example: Nike engages customers through the Nike Run Club mobile application,
where users participate in fitness challenges, track workouts, and receive personalised
coaching. Continuous interaction keeps customers connected with the brand beyond
product purchases.

3. Loyalty Initiatives

Loyalty initiatives are structured programmes designed to reward customers for
repeat purchases and long-term association with the organisation. These initiatives may
include reward points, cashback, membership tiers, exclusive offers, referral bonuses,
and personalised benefits. Well-designed loyalty initiatives encourage customers to
increase purchase frequency while reducing their likelihood of switching to competitors.

Example: Starbucks Rewards allows customers to earn‘stars for every purchase,
redeem free beverages, receive birthday rewards, and enjoy exclusive promotions,
thereby encouraging repeat visits.

4. Service Recovery

Service recovery refers to the actions taken by an‘erganisation to resolve customer
complaints and restore satisfaction after a service failure. Effective recovery involves
quick responses, sincere apologies, fair compensation, and permanent corrective actions
to prevent similar problems in thediittire. Successful sérvice recovery often strengthens
customer trust more than if nogervice failure had occurred.

Example: When a flight is cancelled, Singapore Airlines provides timely notifications,
alternative travel arrangements, meal voughers, and accommodation if necessary. Such
proactive service pécovery helps maintain customer confidence despite temporary
inconvenience.

5. Continuous RelationshipdDevelopment

Continuous relationship development focuses on maintaining long-term customer
relationships through consistent value creation and personalised interactions.
Organisations regularly update products, communicate proactively, seek customer
feedback, and anticipate changing customer needs. This ongoing relationship-building
transforms satisfied customers into loyal brand advocates.

Example: Apple continuously updates its ecosystem by introducing new software
features, cloud services, and device integration. Customers remain loyal because every
new product enhances the value of products they already own.

5.2.2 Customer Portfolio Analysis

A customer portfolio is essentially a way for a business to understand the mix of
its customers and how they contribute to sales and profits. Before designing reward

SGOU - SLM - BBA - Customer Relationship Management m

i~

Vilgsog 5
SREENARAYANAGURU
GPEN UNIVERSITY



programmes or retention plans, firms need to study the purchasing history of their
customers. A portfolio combines different customer types — such as first-time buyers,
repeat customers, those who left but returned, and defectors who stopped buying. The
ideal portfolio balances new and returning customers so that the firm achieves its sales
and profit targets. This balance can change depending on the firm’s strengths and the
market situation. To build such a portfolio, companies rely on market research and
classify customers based on purchase patterns, demographics, lifestyle preferences,
and their contribution to sales. For example, a clothing retailer may find that repeat
customers contribute the largest share of profits, while defectors highlight areas where
service or product quality needs improvement. By analysing these segments, the firm
can set realistic targets for the next year, such as reducing defectors and increasing loyal
repeat buyers.

Three key points to consider when balancing a customer portfolio:

1. Product differences matter : if customers see the product as superior to
competitors, it is easier to retain them. For instance, Apple retains customers
because of its unique ecosystem and perceived quality.

2. Market growth stage : in fast-growing markets, focusing too much on repeat
customers may mean missing opportunities to attract new ones. For example, in
the booming electric vehicle market, fisms must balance reténtion with attracting
new buyers.

3. Cost vs. benefit of retention : firms must compatre the expense of attracting new
customers with the benefits.of keeping existing'ones. For instance, subscription
services like Netflix inyest heavily, in retaining customers through personalised
recommendations, as keeping asubseriber is cheaper than acquiring a new one.

5.2.2.1 Modern CustomeryPortfolig’/Analysis
1. Customer Lifetime Value (CLV)

Customer LifetimeValue (CLV) estimates the total profit that a customer is expected
to generate throughout the entire relationship with the company. It helps managers
identify high-value customers and prioritise retention investments accordingly.
Customers with higher CLV generally receive personalised services, premium support,
and exclusive offers because of their greater contribution to long-term profitability.

Example: Amazon identifies customers with high purchase frequency and offers
personalised recommendations and Prime membership benefits to maximise their
lifetime value.

2. RFM Analysis (Recency, Frequency and Monetary Value)

RFM Analysis classifies customers according to how recently they purchased
(Recency), how often they purchase (Frequency), and how much they spend (Monetary
Value). This technique helps businesses identify loyal customers, inactive customers,
and those at risk of leaving. Managers use RFM scores to develop targeted retention
campaigns for different customer groups.
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Example: An online fashion retailer identifies customers who purchased recently, shop
frequently, and spend heavily. These customers receive early access to new collections
and exclusive discount vouchers.

3. Customer Profitability Analysis

Customer profitability analysis evaluates the revenue generated by each customer
after deducting the costs associated with serving that customer. Not every high-
spending customer is necessarily profitable because some require extensive customer
support, returns, or special services. This analysis enables firms to allocate resources
more effectively and focus on profitable relationships.

Example: A logistics company discovers that one corporate customer generates high
sales but frequently requests urgent deliveries and customised services that reduce
profitability. The company revises pricing and service agreements to improve overall
returns.

4. Customer Segmentation Models

Customer segmentation models classify customers using demographic, geographic,
behavioural, psychographic, or value-based characteristics. These models enable
organisations to design personalised marketing strategies, /improve customer
experiences, and increase retention. Segmentation-also helps firms allocate marketing
budgets more efficiently by focusing on customers with the highest strategic value.

Example: Netflix segments viewers according to viewing history, language preference,
favourite genres, and watching behaviour. Personalised recommendations encourage
subscribers to continue using the platforna

5.2.3 Reorganisation For Customer Retention

Reorganisation for customer retention means reshaping how a company manages its
internal systems so that customers remain satisfied and loyal. A major issue is that many
firms do not pay enough attention to customer turnover rates, which makes them rely
too heavily on promotions todttract new customers instead of retaining existing ones.
Setting realistic turnover targets helps measure performance and ensures that retention
is treated as a priority. Another important step is making executives accountable for
customer retention, which signals to the whole organisation that loyalty is valued.

Asecond problem is weak coordination between marketing and operations. Marketing
teams often over-promise to attract customers, while operations cannot always deliver
at the same level, leading to disappointment. To solve this, firms should recognise the
interdependence of both functions. For example, some promotional strategies can be
aimed at trial purchases, while others encourage repeat usage. Companies can also
jointly set and regularly review quality and service standards, ensuring that promises
made by marketing match what operations can deliver. For instance, if a hotel advertises
“24/7 customer service,” the operations team must be prepared to provide it consistently;
otherwise, customers will feel misled. Similarly, in e-commerce, if marketing promises
“next-day delivery,” logistics must be aligned to fulfil that promise. By improving
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coordination and accountability, firms can reduce customer loss and build stronger
long-term relationships.

5.2.4 Customer Retaining Marketing Mix

The customer retaining marketing mix is a set of strategies designed to keep existing
customers loyal to the firm. Ideally, businesses should develop two separate marketing
mixes — one for acquiring new customers and another for retaining current ones. The
retention mix usually includes product extras, reinforcing promotions, sales force
connections, specialised distribution, and post-purchase communication.

a.

Product Extras: This means giving customers more than just the basic product
they first purchased. The idea is to create a complete product-service system that
adds value and keeps customers engaged. For example, McDonald’s does not
only sell hamburgers but offers full meals, which makes customers feel part of a
wider system. Similarly, car companies often provide free servicing or extended
warranties to ensure customers remain loyal.

Reinforcing Promotions: Promotions aimed at existing eustomers are more
effective because they already know the product. These prometions can introduce
customers to other products of the firm and strengthen their trust. For instance,
clothing brands may send loyalty members exclusiveyeatalogues or discounts.
Post-purchase communication, su¢h as thank-you emails or follow-up calls,
helps reduce doubts and reassures ¢ustomers after buying.

Sales Force Connections:sSalés staff play acrucial role in building long-term
relationships. A sales for€e should be trained not just to sell but to solve customer
problems. For example, banks often assign “personal bankers” to specific clients,
ensuring personalised setvice. In retail, well-trained staff who provide solutions
rather than push products-are moreflikely to retain customers.

Specialised Distribuition:\Firms can design distribution channels to serve loyal
customers differently from new ones. For example, banks may have separate
counters for new customers and ATMs for regular ones who prefer speed. In
retail, dealers who receive proper support from manufacturers often encourage
repeat purchases of the same brand.

Post-Purchase Communication: After-sales service is vital to prevent customers
from leaving. Firms should respond quickly to complaints and provide easy ways
for customers to reach them. For example, electronics companies often provide
toll-free helplines and service centres to handle issues. Similarly, e-commerce
platforms send follow-up emails to clarify instructions or resolve delivery
problems.
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5.2.4.1 Customer Retaining Marketing Mix — Comparison

Table 5.2.2 Customer Retaining Marketing Mix

Marketin Acquisition-Oriented . . .
g q . Retention-Oriented Marketing
Element Marketing
) Value-added services, upgrades,
Standard products designed . PE
Product warranties, and customised
to attract new customers. : L.
offerings for existing customers.
Mass advertising, .
. ne Loyalty rewards, personalised
. introductory discounts, . .
Promotion . . offers, referral incentives, and
influencer campaigns, and . .
exclusive promotions.
awareness programmes.
. Relationship managers, customer
Sales representatives focus .
: support teams, and service staff
People on converting prospects .
. focus ongmaintaining long-term
into customers. . ;
relationships:
Simplified onboarding, Efficient complaint handling, after-
Processes easy registration, and quick salesiservice, proactive support,
purchase processes. and personalised service delivery.
Two=way communication through
One-way promotional feedback systems, mobile
Communication communication aimed at applications, social media, and

creating awareness.

personalised emails to strengthen

engagement.

5.2.5 Customer Loyalty Programmes

Customer loyalty and rewards programmes are widely used by firms as a way to
capture customers and reward them for staying loyal. These programmes have been
promoted for more‘than a decade and are now common across different industries.
Examples include airline frequéent flyer schemes, where travellers earn points for each
trip, telecom companies offering reduced fees when customers increase their usage, and
banks or credit card firms providing incentives such as cashback of up to five per cent
on transactions.

In practice, however, many loyalty programmes are misunderstood and poorly
designed. If they are treated simply as short-term giveaways or promotional offers,
they may encourage customers to try a product or service but will only deliver a small
fraction of their potential value. A well-designed rewards programme should aim to
build long-term loyalty by encouraging new customers to behave like the firm’s most
profitable ones. The real purpose behind these programmes is to educate customers
about the benefits of loyalty and motivate them to earn rewards through continued
engagement.

Ultimately, customer loyalty creates significant value for the firm, and companies
must find ways to share this value with their customers. Rewards programmes are one
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of the most effective tools to achieve this, provided they are structured to strengthen
relationships rather than just drive short-term sales. For instance, airlines use frequent
flyer miles to encourage repeat travel, while coffee shops offer “buy nine, get the
tenth free” cards to keep customers coming back. These examples show how loyalty
programmes, when properly designed, can accelerate the loyalty life cycle and transform
occasional buyers into committed, long-term customers.

5.2.5.1 Modern Customer Loyalty Programmes
1. Digital Loyalty Programmes

Digital loyalty programmes use mobile applications, websites, QR codes, and digital
platforms to manage customer rewards and interactions. Customers can earn, monitor,
and redeem reward points instantly without carrying physical cards. These programmes
generate valuable customer data that helps organisations personalise future interactions.

Example: Starbucks Rewards operates entirely through its mobile application, enabling
customers to collect stars, order ahead, make payments, and tédeem rewards digitally.

2. Gamification

Gamification introduces game-like features_such as badges, leaderboards, levels,
challenges, and achievements into loyalty’ programmes. Theése elements increase
customer participation by making interactions enjoyableé and motivating. Gamification
encourages customers to engage more frequently with the brand while building stronger
emotional connections.

Example: Duolingo encourage$s learners tomaintain daily learning streaks, earn badges,
and compete with friends, increasing long-term user engagement.

3. Subscription-Based Loyalty Models

Subscription-based loyaltysprogrammes require customers to pay a recurring
membership fee in ex€hange for exclusive benefits and premium services. These
programmes create predictableé revenue streams while encouraging customers to
maximise the value of theif membership through frequent purchases. As customers
continue using the services, switching to competitors becomes less attractive.

Example: Amazon Prime offers free delivery, video streaming, music, exclusive
discounts, and faster shipping through a paid annual subscription.

4. Coalition Loyalty Programmes

Coalition loyalty programmes allow multiple companies to participate in a common
reward system where customers earn and redeem points across several businesses.
Such collaborations increase the usefulness of loyalty points while expanding customer
engagement opportunities. Businesses benefit by accessing a larger customer network
without independently managing extensive reward programmes.

Example: Air Miles and Payback programmes allow customers to earn points while
shopping, travelling, dining, or purchasing fuel from partner organisations.
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5. Al-Driven Personalisation

Artificial Intelligence enables organisations to personalise loyalty programmes by
analysing customer behaviour, purchase history, preferences, and browsing patterns.
Al recommends relevant rewards, predicts future purchases, and delivers customised
promotions at the appropriate time. Personalised experiences significantly improve
customer satisfaction and loyalty.

Example: Netflix uses Artificial Intelligence to recommend movies and television
programmes based on individual viewing history, increasing customer engagement and
subscription renewal.

5.2.6 Rewards

Rewards are a vital tool in customer retention strategies, designed to recognise
and encourage desirable customer behaviour while strengthening loyalty. As firms
grow larger, they often lose the ability to maintain personalised relationships, making
structured rewards programmes essential. These programmesiaim to provide greater
value to profitable customers, motivating them to  remain loyal, and increase their
spending over time. Effective rewards are not just giveaways; they must balance the
value delivered with the value created, ensuring that custemers feel appreciated while
the firm remains profitable. By offering relevance, convenieénee, aspirational benefits,
and targeting the right customer segmentsj rewards become a competitive strategy that
fosters long-term loyalty and sustainable growth.

¢ Unequal Value of Customérs Not all eustomeérs contribute equally to a firm’s
profits. To maximise loyalty and pfefitability, firms should provide the greatest
value to their most profitable cdstomers. Rewards should increase with higher
levels of purchases, ensuring that loyal customers feel valued. If all customers
are treated thedsame, resources are wasted on less profitable segments, while
valuable customers maysfeel neglected and move to competitors.

¢ Balancing Value and Cost Rewards programmes must ensure that the value
created is greater thandhe cost of delivering it. Giving away benefits without
encouraging additional purchases leads to losses. For example, a restaurant
discount card should be structured so that customers dine more often to earn
rewards, rather than simply receiving discounts without increasing sales.

¢ Linking Rewards to Behaviour Rewards should be tied to desirable customer
behaviour. If payouts are not linked to loyalty actions, the programme becomes a
cost centre. For instance, offering large joining bonuses without safeguards may
result in customers collecting rewards and then leaving. Effective programmes
encourage behaviours such as repeat purchases, referrals, or higher spending.

¢ Long-Term Behavioural Change The true potential of rewards is realised
only when customers change their habits and become loyal in the long run.
This requires firms to clearly communicate benefits that have lasting value. For
example, frequent flyer programmes encourage travellers to consistently choose
the same airline over time.
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Targeting Attractive Segments Rewards should be directed at profitable
customer segments while discouraging less valuable ones. This ensures that
resources are used effectively and loyalty is built among the right customers.

Criteria for Effective Rewards Programmes A rewards programme must align
with the firm’s capabilities. Companies should not promise benefits they cannot
deliver or simply copy competitors. Instead, they should focus on meeting
customer needs profitably and differently. From the customer’s perspective, five
elements determine the value of a programme:

o Cash Value : the rebate or discount equivalent of the reward.

o Choice of Redemption Options : flexibility in how rewards can be
used.

o  Aspirational Value : rewards that appeal to customer psychology, such
as exclusive experiences.

o Relevance : rewards that match customer needs.

o  Convenience : ease of earning and r€deeming rewatds, such as linking
them to credit card spending.

Partnerships and Exit Strategies Lfa firm cannot provide all attractive options
alone, partnering with other firms can make programmes more appealing.
However, the principles of value sharing must still be followed. Additionally,
rewards programmes shouldaet runindefinitely. Firms must plan exit strategies,
such as setting limits ongoints or programme lifespan, to avoid failing to deliver
promises.

Targeted Generosity and Organisational Focus Firms should recognise
and reward their best customersiwith targeted generosity. Designing effective
rewards programmessisiehallenging because different departments view loyalty
differently, ‘andsmanagers may use unsuitable measures. Since growth is often
prioritised, firms may focus too much on acquiring new customers rather than
retaining existingneés. Success, however, comes when organisations align their
marketing programmes and goals towards building a loyal customer base.

5.2.6.1 Modern Reward Strategies

Behavioural Loyalty

Behavioural loyalty refers to customers repeatedly purchasing the same brand
because of convenience, satisfaction, or habit. Organisations encourage this behaviour
through repeat purchase rewards, referral bonuses, and milestone incentives. Consistent
purchasing behaviour contributes to stable revenue and lower acquisition costs.

Example: A supermarket rewards customers with additional loyalty points after every
tenth purchase, encouraging regular shopping behaviour.
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2. Emotional Loyalty

Emotional loyalty develops when customers feel emotionally connected to a brand
beyond its products or prices. Trust, shared values, excellent service, and memorable
experiences strengthen these emotional bonds. Emotionally loyal customers are less
sensitive to competitor promotions and often become enthusiastic brand advocates.

Example: Apple customers frequently remain loyal because they trust the brand's
innovation, design quality, and ecosystem rather than simply comparing prices.

3. Experiential Rewards

Experiential rewards focus on providing memorable experiences instead of only
financial incentives or discounts. These rewards include VIP events, exclusive product
launches, behind-the-scenes experiences, personalised consultations, and early product
access. Such experiences strengthen emotional engagement and increase perceived
customer value.

Example: Marriott Bonvoy allows loyal members to redeem points for exclusive
concerts, sporting events, and luxury travel experiences instead of.only hotel stays.

4. Personalised Rewards

Personalised rewards are customised aceording to individual customer preferences,
purchase behaviour, and lifestyle. Personalisation makes rewards more relevant,
increasing customer satisfaction and redemption rates. CRM systems and Artificial
Intelligence enable organisations to.deliverpersonaliséd benefits at scale.

Example: Flipkart recommends personalised discount coupons based on customers'
previous shopping behaviour and favourite product categories.

5. Digital Wallet Integration

Modern reward programmes integrate directly with digital wallets, allowing
customers to earn, §tore, and redeem rewards conveniently during transactions.
Integration improves customer€onvenience while encouraging frequent reward usage.
It also enables real-time feward updates and seamless payment experiences.

Example: Google Pay and Apple Wallet allow customers to store loyalty cards digitally
and automatically apply rewards during eligible purchases.

5.2.7 Evaluating Retention Programmes

A firm must regularly review its customer retention, rewards, and loyalty programmes
to ensure they are effective and valued by customers. The purpose of such programmes
is to strengthen loyalty by rewarding customers who continue to engage with the
firm. While companies may offer freebies, discounts, or other incentives, it is equally
important that the firm receives value in return. If the programme fails to generate
loyalty or profitability, it should be reconsidered.
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a. Targeting the Right Customers: Retention programmes must be directed
towards the most valuable customers those who are loyal and have the potential
for long-term profitability. If a programme designed for one segment ends up
being used by another, the firm should reassess its continuation. For example, if
a premium airline loyalty programme intended for frequent business travellers
is mostly used by occasional leisure travellers, the firm may not achieve the
desired results. Hence, rewarding the right customers ensures that resources are
not wasted and that the most profitable customers remain loyal.

b. Value Provided: The firm must evaluate whether customers truly value the
rewards offered. If customers do not find the rewards attractive, the structure
should be revised. At the same time, the firm should avoid giving away more
value than it gains. For instance, an airline may introduce a frequent flyer
programme but later realise that too many passengers are redeeming free miles,
leaving fewer paying customers on flights. In such cases, the programme could
cause losses rather than profits. Therefore, rewards must be balanced so that both
the customer and the firm benefit.

c¢. Using Customer Data: Rewards programmes generate valuable data about
customer behaviour, such as usage patterns, redemption| trends, repurchase
volumes, and overall sales contributions. Firms‘should track and analyse this
data to design better incentives and encourage continueédidoyalty. For example, a
retail chain might notice that customers redeem points mostly on weekends, and
it could introduce special weekend offers to strengthen engagement.

d. Measuring Increase in Loyalty: The ultimate test of a retention programme is
whether it increases loyalty. This should be reflected in higher purchase volumes,
repeat buying, and greater profitability. If sales and profits do not improve, the
programme’s continuation must be questioned. For example, if a supermarket
loyalty card dees not lead toymore frequent shopping trips, it may not be worth
maintainingj

e. Competitive Pressure: Retention programmes must also be evaluated against
competitors. If customefs shift to a rival firm offering better rewards, it indicates
that the competitor is delivering superior value. For instance, if two telecom
companies offer loyalty discounts, but one provides more flexible data packages,
customers are likely to switch.

The main yardstick for evaluating retention programmes is the value they provide to
the firm and their effectiveness in generating a loyal customer base. Programmes should
target profitable customers, deliver balanced value, use customer data intelligently,
and result in measurable increases in loyalty. For example, banks offering cashback
on credit card transactions must ensure that the scheme attracts high-value customers
and encourages repeat usage. If these conditions are not met, firms should redesign or
discontinue the programme to avoid losses and focus on strategies that genuinely build
long-term loyalty.
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5.2.7.1 Advanced Metrics For Evaluating Retention Programmes
1. Retention Rate

Retention rate measures the percentage of customers who continue purchasing from
the company over a specific period. A higher retention rate indicates that customer
satisfaction, loyalty programmes, and service quality are successfully maintaining
customer relationships. Organisations monitor this metric regularly to evaluate the
long-term effectiveness of CRM initiatives.

Example: A subscription-based software company retains 92% of its customers
annually, indicating strong customer loyalty and effective retention strategies.

2. Repeat Purchase Ratio

Repeat Purchase Ratio measures the proportion of customers who make multiple
purchases within a specified period. A higher ratio indicates successful customer
engagement and stronger customer loyalty. This metric helps organisations evaluate
whether customers continue purchasing after their initial transaetion.

Example: An online grocery platform finds that 70%,0f customers place orders every
month, demonstrating a strong repeat purchase ratio.

3. Redemption Rate

Redemption rate measures the percentage of earned loyalty rewards that customers
actually redeem. High redemption rates'imdicate that customers find the rewards
valuable and actively participatedn the loyalty pregramme. Low redemption rates may
suggest that rewards are unattractive or difficult to use.

Example: Starbucks analyses teward redemption patterns to determine which offers
encourage the highesti€ustomer participation.

4. Customer Churn Rate

Customer churn rate measures the percentage of customers who discontinue their
relationship with the opgamisation during a given period. A declining churn rate
indicates improved customer satisfaction and successful retention efforts. Organisations
investigate high churn rates to identify service failures or competitive threats.

Example: Netflix closely monitors subscriber cancellations after subscription price
revisions and introduces new content to minimise churn.

5. Net Promoter Score (NPS)

Net Promoter Score measures customers' willingness to recommend the organisation
to others using a scale from 0 to 10. High NPS reflects strong customer loyalty, positive
brand perception, and effective relationship management. It is widely used as an
indicator of future business growth through word-of-mouth recommendations.

Example: Tesla consistently receives high Net Promoter Scores because many satisfied
customers actively recommend its vehicles to others.
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6. Customer Engagement Score

Customer Engagement Score combines multiple customer activities such as purchases,
website visits, mobile application usage, email interactions, social media participation,
and feedback into a single measure. Higher engagement scores indicate stronger
customer relationships and greater likelihood of long-term loyalty. Organisations use
this metric to identify highly engaged customers and those at risk of disengagement.

Example: Spotify monitors listening frequency, playlist creation, podcast usage, and
application activity to calculate customer engagement levels.

7. Return on Loyalty Investment (ROLI)

Return on Loyalty Investment (ROLI) evaluates whether the financial benefits
generated by loyalty programmes exceed the costs of implementing and maintaining
them. It helps managers determine whether investments in rewards, promotions, and
customer engagement activities produce acceptable returns. A positive ROLI indicates
that the loyalty programme contributes to sustainable profitability and long-term
customer retention.

Example: A retail chain spends %20 million annually on its loyalty programme and
generates X75 million in additional sales from loyal customers. Management uses ROLI
to confirm that the programme produces a strong financial téturn.

¢ Customer retention strategies focus on building long-term relationships
with customers,ratherithan just dequiring new ones.

0 Loyalty/ programmes are designed to reward customers for repeat
purchases,andfsustained engagement with the firm.

¢ Rewards must bedstructured to provide greater value to profitable
customers, ensuring they remain loyal.

¢ Firms should avoid treating all customers equally, as this wastes resources
and neglects high-value segments.

¢ The value delivered through rewards must always exceed the cost incurred
by the firm.

0 Effective rewards programmes link benefits to desirable customer
behaviours such as repeat purchases or referrals.

¢ Long-term behavioural change is the ultimate goal of retention
programmes, ensuring customers develop lasting loyalty.
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¢ Attractive customer segments must be targeted, while less valuable ones
should be discouraged from overusing resources.

¢ A rewards programme must align with the firm’s capabilities and not
simply imitate competitors.

¢ Customers evaluate rewards programmes based on cash value, redemption
options, aspirational value, relevance, and convenience.

¢ Firms can enhance rewards programmes by partnering with other
organisations to offer more attractive benefits.

¢ Every rewards programme must have a clear exit strategy to avoid failing
to deliver promises in changing circumstances.

¢ Targeted generosity, such as recognising the best customers, strengthens
loyalty and profitability.

¢ Evaluating retention programmes requires tracking eustomer data such as
usage patterns, redemption behaviour, and repurchase ¥olumes.

¢ The ultimate measure of success for retention programmes is the value
they generate for the firm and theiffeffectiveness in creating a loyal
customer base.

Objective Questions

1. Which strategy focuses on keeping existing customers rather than
acquiringfmew ones?

2. What is.the main purpose of a loyalty programme?
3. Who should receivethe greatest value in a rewards programme?
4. What must exceed the cost of value delivered in a rewards programme?

5. Rewards should be linked to which factor to avoid becoming a cost
centre?

6. What is the ultimate goal of customer retention programmes?
7. Which type of customers should be discouraged in rewards programmes?

8. What are the five elements that determine the value of a rewards
programme from a customer’s perspective?

9. Why should firms avoid copying competitors’ rewards programmes
blindly?
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10.

11.
12.

13.
14.

What type of data is generated by rewards programmes that firms can use
for evaluation?

What is the key measure of success for retention programmes?

What should firms plan in advance to avoid failing to deliver promises in
rewards programmes?

What is meant by “targeted generosity” in customer retention?

What should firms focus on to succeed in building a loyal customer base?

Answers

10.

11.
12.
13.
14.
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Customer retention strategies

To reward and encourage customer loyalty
The most profitable customers

Value created

Customer behaviour

Long-term loyalty and'behavioural'ehange
Less valuable customers

Cash value,, redemption options, aspirational value, relevance,
conveniefice

Because programmes must align with the firm’s capabilities and customer
needs

Customer usage patterns, redemption behaviour, repurchase volumes,
and sales data

The value generated for the firm and loyalty created among customers
An exit strategy or limits on programme lifespan/points
Recognising and rewarding the best customers

Aligning organisational goals and marketing programmes towards
loyalty development
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Self-Assessment Questions

1. Define customer retention and explain its importance in modern business.
2. List and describe the key components of a rewards programme.

3. State the five elements that determine the value of a rewards programme
from a customer’s perspective.

4. Explain how customer retention strategies differ from customer acquisition
strategies with suitable examples.

5. Describe the role of loyalty programmes in building long-term customer
relationships.

6. Discuss why firms must target profitable customier segments in rewards
programmes.

Assignments

1. Illustrate how a retail chain camyapply customer retention strategies to
increase repeat purchases.

2. Demonstrate how customer data fiom loyalty programmes can be used to
improve marketing decisions.

3. Analyse the challenges fisms face when evaluating customer retention
programmes.

4. Compare and contrast the effectiveness of rewards programmes in service
industries versus manufacturing industries.

5. Examine how competitor actions can influence the success or failure of
a firm’s retention strategy.

6. Assess the effectiveness of exit strategies in rewards programmes and
their impact on customer trust.

7.  Critically evaluate the importance of aligning rewards programmes with
a firm’s capabilities and resources.

8. Design a comprehensive customer retention plan for a new e-commerce
company, incorporating rewards, loyalty programmes, and evaluation
mechanisms.
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Model Question Paper (SET- 1)

QP CODE: .........

SIXTH SEMESTER BACHELOR OF BUSINESS ADMINISTRATION (BBA)

EXAMINATION

DISCIPLINE SPECIFIC ELECTIVE COURSE
B21BB13DE - CUSTOMER RELATIONSHIP MANAGEMENT

CBCS — UG Regulations
2023 - 2024 — Admission Onwards

Time: 3 Hours

Max Marks: 70

Section A

(Answer any 10, each carry 1 mark)

Define Customer Relationship Management (CRM).

What is Operational CRM?

What is Analytical CRM?

Define Customer Retention.

What is Sales Automation?

What is Marketing Automation?
What is Collaborative CRM?

What is Geographic CRM (GCRM)?
Define Customer Loyalty.

What is Cloud CRM?

. What is Customer Lifetime Value?

. What is Hyper-personalisation?

. What is Mobile CRM?

(10x1=10)
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14.
15.

16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

26.
27.
28.
29.
30.
31.
32.
33.

What is Customer Experience (CX)?
Name the four pillars of CRM.

Section B
(Answer any 5, each carry 2 marks)
(5x2=10)

State any two objectives of CRM.
Differentiate between Operational CRM and Analytical CRM.
Explain any two benefits of CRM.
State two components of CRM.
Explain the importance of customer retention.
State any two challenges in CRM implementation.
Explain any two emerging trends in CRM.
State two advantages of Marketing Atitomation.
Differentiate between Customer Service and Customer Experience.

Explain any two reasons for.businessiadoptionf CRM.

Section C
(Answer any 4, éach carry 5 marks)
(4%x5=20)
Explain the different types of CRM with suitable examples.
Discuss the objectivés and importance of CRM.
Explain the components of CRM.
Describe the evolution of CRM from traditional to modern business practices.
Explain the impact of CRM on business performance.
Discuss the four pillars of CRM goals.
Explain the major challenges in CRM implementation.

Describe the emerging technologies transforming CRM.

P 30 SGOU - SLM - BBA - Customer Relationship Management




34.

35.

36.

37.

Section D
(Answer any 2, each carry 15 marks)
(2X15=30)

Discuss the concept, objectives, need and importance of Customer Relationship
Management. Explain how CRM contributes to customer loyalty and
organisational profitability.

Explain the evolution of CRM and discuss the technological developments that
have transformed modern CRM systems with suitable examples.

Critically examine the various types and components of CRM. Explain how
they contribute to effective customer relationship management.

Discuss the major challenges in CRM implementation and evaluate the role
of emerging technologies such as Al, Big Data and Cloud CRM in improving
customer relationships.
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Section A

(Answer any 10, each carry 1 mark)

Define Relationship Marketing.

What is Campaign Management CRM?
What is Social CRM?

Define CRM Strategy.

What is Contact and Ag€ount Management?
What is Customer Satisfaction?

What is A CRM?

What is Predictive Analytics?

Define Big Data Analytics.

What is RevOps Integration?

. What is Customer Churn?
. What is Blockchain in CRM?

. What is Omnichannel Customer Experience?
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14.
15.

16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

26.
27.
28.
29.
30.
31.
32.
33.

Define Customer Acquisition.

What is CRM Framework?

Section B
(Answer any 5, each carry 2 marks)
(5x2=10)

Explain the meaning of CRM Framework.
State any two goals of CRM.
Differentiate between Traditional CRM and Modern CRM.
Mention any two features of Mobile CRM.
State two advantages of Cloud CRM.
Briefly explain any two schools of thought on CRM.
State any two applications of CRM in service industries.
Briefly explain any two impacts of CRIM onbusiness.
State any two functions of Sales Automation.

Briefly explain any two privacy coneerns associated with CRM.

Section C
(Answer any 4, each carry 5 marks)
(4x5=20)
Explain the'CRM Framework with suitable examples.
Discuss the impact.of CRM on customer satisfaction and business performance.
Describe the technological advancements in CRM.
Explain the schools of thought on CRM.
Discuss the importance of CRM in service industries.
Explain the role of Al and Big Data in modern CRM.
Describe the business adoption of CRM and the factors influencing it.

Explain the role of customer data in building long-term customer relationships.
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34.

35.

36.

37.

Section D
(Answer any 2, each carry 15 marks)
(2X15=30)

Discuss in detail the importance, scope and applications of Consumer Behaviour
in marketing. Explain how consumer insights support strategic decision-making.

Explain the psychological, social, cultural and personal factors influencing
consumer behaviour with suitable illustrations.

Critically evaluate the concept of Market Segmentation and its relevance in
understanding consumer behaviour in modern markets.

Examine the role of Consumer Learning, Attitude and Motivation in shaping
buying decisions. Support your answer with examples.
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