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OZET
Yiiksek Lisans Tezi
Miisteri iliskileri Yonetiminin Hizmet Sektorii Pazarlama
Stratejilerine Etkileri: Secilmis Hizmet isletmelerinde Bir Alan Calismasi

Sumeyra DUMAN KURT

Dokuz Eyliil Universitesi
Sosyal Bilimler Enstitiisii
Ingilizce isletme Yonetimi Anabilim Dah

Tezli Yiiksek Lisans Program

Isletmeler artik pazardaki varhklarim devam ettirebilmek amaciyla
zorlu rekabet kosullariyla kars1 karsiya gelmektedir. Miisterilerin daha
fazla secim alternatifleri bulundugundan ve gerek iiriinler gerekse de
isletmeler hakkinda daha fazla bilgiye sahip bulunduklarindan otiirii,
miisteriler, isletmelerin yonetimsel acidan odak noktalar1 haline gelmistir.
Bu sebeplerden otiirii, miisteri bilgisine sahip olmak, miisteri
ihtiyaclarinin dogru tammmlanip bu ihtiyaclara en kisa zamanda cevap
verebilmek ve bunun devaminda miisteri icin deger yaratmak isletmelerin
esas hedeflerinden birisi olmaya baslanstir.

Miisteri lliskileri Yonetimi (MIiY), isletmelere aym zamanda
maliyet avantaji da saglayan, miisterilerin satinalma davramslariin
incelenmesi yoluyla miisterilere yonelik Oneriler gelistirmek ve isletme
genelinde miisteri-merkezli bir yonetim felsefesi olusturmak amaciyla
isletme capinda bir ¢6ziim sunmaktadir. Bu amacla MiY’nin ¢ikis noktasi
olan miisterilerle uzun vadeli iliski kurulmasi yoluyla miisterilerin elde
tutulmasi, sireketlere rekabet avantaji saglamaktadir. MIY, hizmet
isletmelerinde oldukca yaygin olarak kullamlan bir stratejidir. Ancak
miisterinin artan o6nemimin farkedilmesiyle MIY uygulamalar1 artik

iiretim sektoriinde de kullamlmakatadar.
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Bu calismanmin amaci secilmis dort tane hizmet isletmesinde ve bir
tane iiretim isletmesinde MIY uygulamalarmn arastirilmasi ve bu
isletmelerin pazarlama stratejileri iizerindeki etkilerinin belirlenmesidir.
Isletmelerin ilgili béliimlerinin miidiir ve miidiir yardimcilariyla
derinlemesine goriisme yapilmistir. Calismanin sonucunda, isletmelerin
genel anlamda MIY uygulamalarim pazarlama stratejilerinde yogun
olarak kullandiklari, ancak MiY acisindan kendilerini gelistirebilecegi

noktalar oldugu goriilmiistiir.

Anahtar Kelimeler: Miisteri Iliskileri Yonetimi, Hizmet Pazarlamasi,

Pazarlama Stratejileri.
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Companies, today, are facing tough competition forces in order to
keep their existence in the marketplace. Customers started to be the focus
of the business because customers have much more choice alternatives
among the companies and they are much more informed both about the
products and the companies. Therefore acquiring customer knowledge,
identifying the customer needs and responding to these needs as quickly as
possible, and consequently creating a value for the customer have started
to be one of the companies’ main objectives.

Customer Relationship Management (CRM) is a company-wide
solution for companies to explore customer purchase behavior for
composing appropriate offerings to the customers and construct a
customer-centric management philosophy throughout the company which
in return results as a cost advantage for the companies. Forming long-term
relationship with the customers through customer retention, which is the
originating point of CRM, provides a competitive advantage for the
companies. CRM is a widely used strategy in the service companies but
manufacturing companies also started to use CRM applications when
conducting their business which is a result of the recognition of the

increasing importance of the customer.
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The aim of this study is to explore the CRM applications on
selected four service companies and one manufacturing company and
identify its effects on these companies’ marketing strategies. In-depth
interviews were conducted with relevant managers and vice managers in
these companies. As a result of the analysis, it is seen that companies
extensively use CRM applications when shaping their marketing strategies

but there are issues where they can develop themselves in terms of CRM.

Key Words: Customer Relationship Management, Services Marketing,

Marketing Strategies.
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INTRODUCTION

The developments in the technology and the driving forces of the competition
made it inevitable for the companies to make changes in the way of doing business.
The customers became stronger because they now have more alternatives and they
are more informed about the trends around the world. Therefore, identifying
customer needs and wants and creating customer knowledge in the aim of building
long-term relationship with the customers both became an objective for the
companies and also provide a competitive advantage to the companies. The
information gathered provides a framework to the companies about treating different
customers differently which is the essence of customer relationship management
(CRM) (Peppers & Rogers, 2004; 4). CRM is a tool for the companies that aim to
build long-term relationship with the customers, increase profits gained from the
customers through customer retention, and construct a customer-centric

organizational structure.

The changes in the management strategies of the companies led to taking the
customer as the focus of the business, creating a value for the customers and to the
importance of relationship marketing philosophy. The role of the marketers has also
changed taking the root from the changes in the marketplace. Kotler & Armstrong
(2006; 5) define marketing as “the process by which companies create value for
customers and build strong customer relationships in order to capture value from
customers in return” which highlights the importance of relationship-led marketing.

CRM is a valuable tool for the companies aiming to retain and grow the customers.

The service sector widely uses CRM because the services are produced and
consumer at the same time, with reducing middlemen. Therefore an emotional bond
is developed between the producer and the consumer which creates the necessity of
maintaining long-term relationship with the customer (Parvatiyar & Sheth, 2001; 6).
Today CRM provides service companies fabulous insights about the customers and

act as a road map.

Xvil



This study consists of three chapters. In chapter 1, the evolution and the
concept of CRM will be introduced. The CRM tools used by the companies will be
explained. In chapter 2, the evolution of services marketing, the differences between
services and goods, and the services marketing strategies will be discussed. In

chapter 3, the field study and findings on selected service companies will be stated.
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CHAPTER 1
FROM MARKETING TO CUSTOMER RELATIONSHIP
MANAGEMENT (CRM)

2. MARKETING

Marketing is not only about selling and advertising but it is about
understanding customer needs and wants in the aim of satisfying the customers
through developing products that provide superior value using the marketing
mix tools-product, price, place, and promotion (Kotler & Armstrong, 2006; 5).
That is why marketing’s function in the company starts before the production,
hence starting the production according to the identified customer needs (Olug,
2006; 71). Marketing forms a transaction between the buyer and the seller
through trading something of value for something else of value by adding value

to the products and services (Mescon et.al., 2001; 319)

1.1. THE CHANGE IN THE MARKETING CONCEPT

The marketing strategies’ orientation has been changing through time.
The first concept underlying the marketing strategies is the *“production
concept” and highlights the importance of the production and distribution
efficiency because it holds the view that customers will favor the products that
available and highly affordable. As the production concept started to be
favored by the companies new requirements started to emerge about the
products and hence the “product concept” emerged which states that consumers
will favor products that offer the most in quality, performance, and features and
that the organization should therefore devote its energy to making continuous
product improvements and product design was based more on the demands of
mass-production techniques. The market realized that the product was not

enough for increasing profits therefore companies should make the consumers



buy their products. Therefore the “selling concept” emerged which states that
consumers will not buy enough of the company’s products unless it undertakes
a large-scale selling and promotion effort. It lasted until companies began
facing a new challenge: an overabundance of products, or buyers’ market—that
is, supply exceeded demand. Then the “marketing concept” emerged and states
that achieving organizational goals depends on knowing the needs and wants of
target markets and delivering the desired satisfaction better than competitors
do. When companies started to question themselves about social welfare, the
“societal marketing concept” emerged which is a principle of enlightened
marketing that holds that a company should make good marketing decisions by
considering consumers’ wants, the company’s requirements, consumers’ long-
run interests, and society’s long-run interest (Kotler & Armstrong, 2006; 9,
Mescon et.al., 2001; 320). The following sections aim to explain the change in
the marketing concept in terms of relationship development by dividing the
history into three periods; pre-industrial period, industrial period, and post-

industrial period.

1.1.1. PRE-INDUSTRIAL PERIOD

The tracks of ongoing business and trade can be traced back to the pre-
industrial period. Even the development of open-air markets or bazaar in the
pre-industrial period was aimed at facilitating ongoing business and trade
(Sheth & Parvatiyar, 2000; 128). These efforts give an idea that relationships
were considered as an important factor in doing business even in the

preindustrial period.

Pre-industrial period was based mostly on agricultural economy and the
trade of art and products. During the agricultural days, most farmers and
producers sold their products directly in bazaars. Consumers and producers
gathered together in these bazaars to trade products. The role of the producer
was similar to the trader, and producers were both “manufacturers” and

“retailers” of their own products. Also, producers and consumers developed



strong relationships that led to the production of customized products made by
producers for individual customers (Sheth & Parvatiyar, 2000; 127). This pre-
industrial period showed relationship based trade relationships which state that

the relationship marketing can be traced back to the pre-industrial period.

The relationship orientation in marketing and trade continued until the
Industrial Revolution and the arise of capitalism. Marketing practices during
early industrialization were individualized, relationship oriented, and
customized. The relationship marketing concept is new but the phenomenon is

not (Gummesson, 2002a; 588).

Branding became even more popular during this period, as producer and
merchants began to attach their own family names to the products they offered
in great symbolic gestures, assuring their personal commitment to their
products. This practice of branding based on family names continued in the
early years of the industrial period in Europe (e.g. Philips, Fiat, Daimler-Benz)
and North America (Eli Lily, Johnson & Johnson, Kellog’s, Procter &
Gamble), and also in Japan (Toyota, Honda, Matsushita) (Sheth & Parvatiyar,
2000; 129). Facilitated by mass-media advertising, brands have helped add
value through familiarity, image and trust (Peppers & Rogers, 2004; 4).

1.1.2. INDUSTRIAL PERIOD

At the time of industrial period, the mass production and mass
consumption emerged which led to the transactional approach in marketing.
This period also gave rise to such modern marketing practices as sales,
advertising, and promotion, for the purpose of creating new demand to absorb
the oversupply of goods that were being produced (Sheth & Parvatiyar, 2000;
130). This period was the time when the relationship oriented trade
relationships gave their place to the transactional approach in trade

relationships.



Prior to the Industrial Revolution, sellers knew their customers, many
times by name, and generally took the needs of the consumers into
consideration. Mass production built a wall between buyers and sellers where
the main concept was to find customers for standardized products (Chen &

Popovich, 2003; 685).

During the industrial period, mass manufacturing of standardized goods
caused the rise of mass marketing and mass distribution (Gummesson, 2002b).
Assuming that consumers were primarily interested in product availability,
corporations essentially aimed at satisfying all of the existing demand (Bruhn,
2003; 2). The product gained more interest in this period rather than the needs
of customers. The only aim was production without considering the

expectations about the product.

1.1.3. POST-INDUSTRIAL PERIOD

The post-industrial period has experienced massive development toward
relationship marketing, both in practice and in managerial thinking. Marketers
started realizing the need to complement a transaction orientation with an
orientation that shows more concern for customer. This began with the advent
of complex products, which gave rise to the systems selling approach. This
approach emphasizes the integration of the sales of parts, suppliers, and
services with the individual capital equipment (Sheth and Parvatiyar, 2000;

133).

During this period, the competition has increased such that so many firms
started to enter the market. As more firms entered the market, mass marketing
techniques, where the goal was to sell what manufacturing produced, started to
lose effectiveness (Chen & Popovich, 2003; 681). The relationship oriented

trade regained importance in this period after the pre-industrial period.



The growth of relationship orientation of marketing in the post-industrial
period is the rebirth of direct marketing between producers and consumers.
Direct marketing consists of direct communications with carefully targeted
individual consumers to both obtain an immediate response and cultivate
lasting customer relationships through telephone, mail, fax, e-mail, the internet

and other tools (Kotler & Armstrong, 2006; 504).

Several environmental and organizational development factors are
responsible for the rebirth of the direct relationships. At least five macro
environmental forces can be identified; (a) rapid technological advancement,
especially in information technology; (b) the adoption of total quality programs
by companies; (c) the growth of the service economy; (d) organizational
development processes leading to empowerment of individuals and teams, and
(e) an increase in competitive intensity leading to concern for customer

retention (Sheth & Parvatiyar, 2000; 134).

1.1.4. TRANSACTION MARKETING VS. RELATIONSHIP
MARKETING

In the case of transaction marketing, when a customer has bought a
product does not mean that the customer will return for a new purchase, not
even if a series of purchases have been made (Linton, 1995; 17). Relationship
marketing strategies consider the lifetime costs and payoffs of all the
prospective interactions, whereas transaction marketing focuses on the value of

the present transaction (Peppers & Rogers, 2004; 61).

As markets have become more competitive, the extent to which marketing
planners can differentiate purely on the basis of the traditional 4Ps of the
product, price, promotion and place has become increasingly more difficult and
more questionable (Doole et. al., 2005; 322). The different vision of the market
makes abandonment of the traditional concepts of marketing management

inevitable and contributes to the development of so-called interactive or



relational marketing (Rajola, 2003; 26). Levitt (1960; 56) states that companies
should not only consider selling their products, but also they should consider

creating value for their customers to continue their existence in the market.
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Figure 1.1. : Changing Marketing Strategies
(Source: Chen & Popovich, 2003; 683)

Chen and Popovich (2003; 684) state that, as shown in the Figure 1.1.,
throughout the history the marketing focus has changed from market to the
customer. Mass marketing took the market and the production into
consideration and produced the same products in massive amounts. Target
marketing divided markets into segments but the focus was still on the market
and counted on demographic and historical data as in the case of mass
marketing. Relationship marketing on the other hand focuses on the customer

and relies on data gained through all touch points.



In transaction marketing there is not much more than the core product. A
firm pursuing a relationship marketing strategy, on the other hand, creates more
value for its customers than that which is provided by the core product alone
(Gronroos, 1997; 330).

Companies are realizing that customers have different economic value to
the company, and they are subsequently adapting their customer offerings and
communications strategy accordingly. Thus, organizations are, in essence,
moving away from product-or brand-centric marketing toward a customer-
centric approach (Reinartz et. al., 2004; 293). Creating value started to be taken

into consideration for companies when doing business.

In relationship marketing, the companies try to build a long-term
relationship with their customers. But the companies cannot have a long-term
relationship with all of the customers. As Kotler & Armstrong (2006; 5) state,
marketing is the art of attracting and keeping profitable customers, therefore,
customers that have small value for the companies will cause high costs for the

companies to build a long-term relationship.

1.2. A NEW PARADIGM: CUSTOMER RELATIONSHIP
MANAGEMENT (CRM)
1.2.1. THE CONCEPT OF CRM

For many years, enterprises depended on gaining the competitive
advantage from the best brands. Brands have been untouchable, immutable,
and inflexible parts of the twentieth century mass-marketing era. But in the
interactive era of the twentieth century, enterprises are instead strategizing how
to gain sustainable competitive advantage from the information they gather
about customers. The information gathered provides a framework to the
companies about treating different customers differently which is the essence

of customer relationship management (CRM) (Peppers & Rogers, 2004; 4).



2.2.1.1. DEFINITIONS OF CRM

A general definition of CRM could not be achieved in the literature. CRM
has been defined differently by different authors. It has been described as a
business tool, a technology component, customer data management, call center
or only customized e-mails. CRM is the technique or set of processes for
collecting information from prospects and customers about their needs, and for
providing information that helps customer evaluate and purchase products that
deliver the best possible value to them. It is a process for managing the
company’s resources to create the best possible experience and value for
customers while generating the highest possible revenue and profit for the

company (Doole et. al., 2005; 280).

According to Parvatiyar and Sheth (2001; 5) CRM is a comprehensive
strategy and process of acquiring, retaining, and partnering with selective
customers to create superior value for the company and the customer. It
involves the integration of marketing, sales, customer service, and the supply-
chain functions of the organization to achieve greater efficiencies and
effectiveness in delivering customer value. It is an overall process of building
and maintaining profitable customer relationships by delivering superior

customer value and satisfaction (Kotler & Armstrong, 2006; 13).

Peppers & Rogers (2004; 6) describe CRM as a set of business practices
designed simply, to put an enterprise into closer and closer touch with its
customers, in order to learn more about each one and to deliver greater and
greater value to each one, with the overall goal of making each one more

valuable to the company.

It is both an evolution and a revolution. Evolution in the respect that the
permanent change has been experienced in the marketing environment.
Revolution because the merging of change and technology has created an

opportunity for the marketers to enter a new period of sophistication in



understanding the customers, exactly who purchases their products (Vaura,
1992; 10). According to Chen & Popovich (2003; 682), CRM is an enterprise-

wide customer centric business model that must be built around the customer.

2.2.1.2. THE COMPONENTS OF CRM

There have different views about the components of CRM among the
researchers, for example Hansotia (2002; 122) states that there are three distinct
components of CRM; strategy design and organizational readiness, planning
and analysis, execution of customer interaction. Sin et. al. (2005) assert that
there are four components of CRM; key customer focus, CRM organization,

knowledge management and technology-based CRM.

When the general viewpoint is analyzed, CRM system is constructed
around three components (Rajola, 2003; 26, Karimi et.al., 2001;128):

1) The analytical component of CRM is the information that the
company has to gather to make the customer more valuable and the tools that
are used to analyze this information. Data warehouse and data marts play the
main part of the analytical component (Rajola, 2003; 26). The other tools are
vertical application tools (e.g. data mining, OLAP etc.), marketing automation
and campaign manager system which use a data warehouse to plan and execute
targeted marketing campaigns to respond to customer behavior (Pan & Lee,
2003; 97).

2) The operational component of CRM is the process for achieving a
long-term relationship with customers, across all available touch points through
customized products, so that the contribution from each customer to overall
profitability of the company is maximized (Ramaseshan et. al., 2006; 196).
Operational CRM focuses on the software installations and the changes in
process affecting the day-to-day operations of a company (Peppers & Rogers,

2004; 8).
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3) The collaborative component of CRM is the collaboration of the

customer and the company for a mutually beneficial relationship (Peppers &

Rogers, 2004; 22) through direct interaction, e-mail, fax/letter, conferencing

and voice interaction (Rajola, 2003; 28).

2.2.1.3. THE CRM PROCESS

There are several CRM processes developed according to the aim of the

studies conducted (Horn et.al., 2005, Zablah et.al., 2004, Chen & Popovich,

2003 etc.) and when these studies are analyzed, the most general framework

drawn is the Parvatiyar and Sheth (2001)’s framework.
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Parvatiyar and Sheth (2001; 9) developed a four-stage CRM process
framework that consists of four sub-processes: a customer relationship
management formation process; a relationship management and governance
process; a relational performance evaluation process, and a CRM evolution or

enhancement process.
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Figure 1.3. : The CRM Process Framework

(Source: Parvatiyar & Sheth, 2001; 9)

In the formation phase, the company determines its target customer
segments which the company wants to form relationship with. During this
process, the purpose of CRM is defined and by identifying the relational
partners (what type of customers will the company engage a relationship with)

the CRM program is formed.

Parvatiyar and Sheth (2001; 11) state that in the literature broadly three
CRM programs can be identified: continuity marketing, one-to-one marketing,
and partnering programs. The CRM programs are developed and differentiated
according to the different customer segments changing by whether they are

end-users, distributors of the company or B2B customers.
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Also the CRM programs may change across customers segments
according to their value for the company or to the time where the relationship
with the company has started. For example, for the customers which have
newly started a relationship with the company or who have small value for the
company, database marketing can be a good start. But for the customers who
have built a long-term relationship with the company therefore having a high
value for the company, the company may see that customer segment as a

strategic partner and act accordingly.

In the management and governance phase, the company considers several
issues within the organization for implementing the CRM program such as
Drole specification; the roles of the partners should also be specified as well as
the role of individuals and teams for relationship management (Heide, 1994;
76) , 2)communication; customer communication is very important in
relationship development, 3)common bonds; common bonds should be
constructed with the customers to gain a sustainable relationship, 4)the
planning process; deciding to whether to involve the customers in the planning
process or not, 5)the process alignment; the operating process between the
company and the customers should be aligned, 6)employee motivation; to
create the right environment within the company for CRM, employees should
be encouraged through incentives, rewards etc., and 7)monitoring procedures;
relationship structures should be evaluated in order to manage failure or

success (Parvatiyar & Sheth, 2001; 14).

The performance of the CRM program should be evaluated after the
implementation. The performance measurement tools can be a balanced
scorecard which provides the opportunity to look at the company from
customer, internal, innovation and learning, and financial perspectives (Kaplan
& Norton; 1992; 72) or future cash flow estimates, satisfaction/loyalty

measurements.
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Finally in the CRM evolution phase, the company undergoes some
several important decision regarding the continuation, termination,
enhancement, and modification of the relationship engagement (Parvatiyar &

Sheth, 2001; 17).

2.2.1.4. CUSTOMERS

CRM is an enterprise-wide customer-centric business model that must be
built around the customer. It is a continuous effort that requires redesigning
core business processes starting from the customer perspective and involving

customer feedback (Chen & Popovich, 2003; 682).

The market was not the only thing changing. Customers were also
changing. They began to expect and demand greater variety in products and
services they were buying. As the marketing focused more on the needs of the
marketplace, the types and kinds of products and services were expanded to
better meet these more specialized needs (Vaura, 1992; 27). Changes in the
type of customers, behavior and patterns of customers are likely to have
immediate effect on the operations of a company and also have implications for
decision making relating to strategy setting in the future (Xu & Walton, 2005;
956).

The customers started to seek more variety in the types of the products.
These changes led to a new way of thinking about how to communicate with
the customers (Vaura, 1992; 14) and the relationship to be constructed between
the customers and the companies started to gain significance. Customers expect
organizations to anticipate their needs and provide consistent service at levels

above their expectations (Chen & Popovich, 2003; 681).

For customers large and small the most important real asset, with
measurable long-term value, is loyal, one-to-one customer relationships (Anton
and Peteuhoff, 2002;4). According to Peppers and Rogers (1995; 49),

organizations will be more successful if they concentrate on obtaining and
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maintaining a share of each customer rather than a share of the entire market.
But in contrast, Abbot et. al. (2001; 290) state that companies should consider
share of customer in addition to share of market. Even though there are
different views about whether companies should consider share of customer or
share of market, all companies are aware of the substantial effect of customers

on designing marketing activities.

Since the needs of the customers started to play a significant role in
determining product characteristics, the data from customers began to play a
critical role for companies. For instance, if organization is aware of a
customer’s lifecycle, or at least data such as the customer’s profession, his
income, or the ages of his children, it has a real advantage in customizing its

services (Rajola, 2002; 55).

An interest in turning unidentified masses of potential and existing
customers into interactive relationships with well defined customers is
becoming increasingly important (Gronroos, 1997; 324). But companies should
be very careful when maintaining these relationships. On the one hand these
relationships may be as strong as iron lasting for life time, whereas, on the
other hand they are as sensitive as a feather which may be broken any time
(Jain et. al., 2003; 97). Here, the trust issue is critically important. Companies
should be very careful when collecting customer knowledge and customers’
full trust is needed. The relationships based on trust provide benefits such as
cooperation, commitment, relationship duration and quality (Peppers & Rogers,
2004; 43). Generally the relationship development process involves five phases
(Dwyer et. al., 1987; 15); 1) awareness; a party gets to know the other party, 2)
exploration; search and trial phase, 3) expansion; continual increase in benefits
through exchange, 4) commitment; continuity occurs between exchange

partners and 5) dissolution.

As marketing moves to a one-to-one environment, the need for large

amounts of detailed information about customers is becoming essential.
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Without customer- level information and data on their transaction behavior and
their likelihood to repurchase and purchase additional products, one-to-one
marketing programmes are not possible (Peppard, 2000; 322). Thus, CRM is a
more complex and sophisticated application that mines customer data that has
been pulled from all customer touch points, creating a single and
comprehensive view of a customer while uncovering profiles of key customers

and predicting their purchasing patterns (Chen & Popovich, 2003; 676).

2.2.2. THE DIFFERENCES BETWEEN TRADITIONAL MARKETING
AND CRM

Traditional theory said that competitive through the use of the marketing
mix. The “marketing mix” concept was introduced by Neil Borden in the 1950s
(Gronroos, 1997; 323). Originally, the marketing mix was just 4Ps: product,
price, promotion and place. With the rise in services this was no longer felt to
be enough. Physical evidence, people and process management now form the
three additional Ps in the extended marketing mix-or 7Ps (Doole et. al., 2005;
279).

In industrial marketing, services marketing, managing distribution
channels and even consumer packaged goods marketing, a shift is clearly
taking place from marketing to anonymous masses of customers to developing
and managing relationships with more or less well-known or at least somehow
identified customers (Gronroos, 1997; 333). If companies aim to achieve
distinctive strategic competence and global advantage, they are required to
formulate marketing strategies that will create and sustain long-term
relationships (Osarenkhoe & Bennani, 2007; 156). What makes the CRM
different from traditional marketing is because it is an enterprise-wide business
strategy for achieving customer-specific objectives by taking customer-specific

actions (Peppers & Rogers, 2004; 6).
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The shift from traditional marketing to CRM has changed the way
companies do business. But still for some companies in the literature it is stated
that the traditional way of doing business still holds its existence. Gronroos
(1997; 329) narrates that because of the lack of personal contacts with their
customers and their focus on mass markets, companies pursuing a transaction-
type strategy will probably benefit most from a traditional marketing mix
approach but for a firm applying a relationship strategy, the marketing mix
often becomes too restrictive. Also, Roderick et.al. (1997; 402) conducted a
study in several industries to test whether there is an actual paradigm shift in
marketing and he states that even though there can be seen that relationship
orientation happens to be common throughout the companies there are still so
many companies that use traditional marketing methods in association with the

relationship management.

2.2.3. CRM AND OTHER DISCIPLINES
2.2.3.1. CRM VS. RELATIONSHIP MARKETING

Shani and Chalasani (1992; 34) have defined relationship marketing as an
integrated effort to identify, maintain, and build up a network with individual
customers and to continuously strengthen the network for the mutual benefit of
both sides, through interactive, individualized and value-added contacts over a
long period of time. Relationship marketing divides the customers into
specified groups according to the customers’ consumption frequency of the
marketed products or services and their profitability positions, hence through
applying different strategies for these groups, the productivity of the companies

increases (Pirnar, 2006; 44).
The relationship marketing acts as an antecedent for CRM. The

foundation of CRM is the relationship marketing philosophy and to develop

goals and strategies within its spirit (Linton, 1995; 40).
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The relationship marketing process incorporates three key elements
(Copulsky & Wolf, 1990; 16):

1. Identifying and building a database of current and potential customers
which records and cross-references a wide range of demographic, life-style, and
purchase information;

2. Delivering differentiated messages to these people through established
and new media channels based on the consumer’s characteristics and
preferences; and

3. Tracking each relationship to monitor the cost of acquiring the

consumer and the lifetime value of his purchases.

In the marketing literature the terms CRM and relationship marketing are
used interchangeably (Parvatiyar &Sheth, 2001; 3). But there is a slight
difference between relationship marketing and CRM. If relationship marketing
is about engaging in collaborative activities with customers to create mutual
advantage, it is important to know who your customers are and what their needs
are. This is where CRM fits in (Doole et. al., 2005; 280). According to Zablah
et. al. (2004; 481), CRM is a strategically oriented process concerned with
producing an ideal mixture of customer relationships, while relationship
marketing focuses only on the tasks needed to build and sustain relational

exchanges.

CRM concentrates more on the tactics concerning the relationships
whereas relationship marketing focuses on strategies (Sin et. al., 2005; 1266).
CRM provides the company the opportunity to implement relationship

marketing on a company-wide basis (Ryals & Knox, 2001; 535).

2.2.3.2. CRM VS. DATABASE MARKETING

Database marketing is a customer-based, information-intensive, and long
term-oriented marketing method. It links information related to the customer

including purchase transactions, products purchased, promotions, media,
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geodemographics, lifestyles, demographics, and financial characteristics
(Jackson & Paul, 1996; 22) so that the company can create personalized
communication to make offers according to these information (Brennan et.al,
2003; 139) .According to McKim and Hughes (2001; 224), CRM contains all
of the above, but in addition, is usually associated with a massive corporate

data warehouse, run by the company IT department.

Through database marketing, companies can practice target marketing
strategies to those that are likely to be interested, they can create long-term
relationships with the customers, they can give different messages to different
customers, and the companies can be more effective in distributing the
products, they can increase knowledge about customers (Jackson & Wang,
1996; 14). Many people consider for example the junk e-mails as part of
database marketing but database marketers select specific customers and direct
their promotion efforts directly to them and only these targeted consumers
receive promotional messages, therefore the marketer saves time and money

(Schoenbachler et.al., 1997; 8).

McKim (2002; 372) states differences between CRM and database
marketing as;

1. CRM relies more on new technology built for its own purposes
whereby database marketing uses existing technologies from established
vendors but requires extensive customization.

2. CRM technology promises to provide personalization to every
customer and prospect. Database marketing identifies unique segments in the
database reacting to specific stimulus such as promotions.

3. CRM strikes up a relationship with the customer through conformity
and personalized communication, thus making the customer more transactive.
Database marketing anticipates customer behavior over time and reacts to

changes in the customer’s behavior.
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4. Database marketing relies more heavily on rule-based delivery of
communications, whereas CRM waits for the customer to interact with the
system.

5. CRM assumes that the customer wants a relationship with the
company. Database marketing delivers information or communication at key
times when the customer makes a purchase.

6. CRM talks and reports on a return on investment (ROI) basis.
Database marketing reports activities on an ROI basis but talks and reports on
customer lifetime value.

7. CRM systems take up to a year to install and get working, whereas
database marketing systems will produce information and results in four to six

months.

2.2.3.3. CRM VS. ONE-TO-ONE MARKETING

One-to-one marketing is a philosophy of building relationships that lead
to understanding the needs and priorities of each prospect and customer, and
providing the products and services that meets those needs (Doole et. al., 2005;
283). One-to-one marketing forms an individual relationship with customers or

potential customers, and presents marketing strategies (Ahn et. al., 2003; 325).

One-to-one marketing can be described as a tool that CRM uses when
applying its business strategies. A CRM-enabled company implements one-to-
one marketing by using a unified approach to marketing analysis, marketing
communications, sales and services. In other words, a CRM approach to one-
to-one marketing helps a company implement the learning and communications
techniques that demonstrate the desire of the company-and the value to the

customer-in forming a long-lasting relationship (Doole et. al., 2005; 283).

Pitta (1998; 472) identified four critical success factors to achieve one-to-

one marketing;
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1) Identifying the customers that most frequently use the product and
trying to attract these loyal customers.

2) Differentiating each customer by understanding each of their needs
and wants.

3) Interacting with each customer to create value both for the company
and the customer.

4) Providing customized products for each customer.

2.2.4. THE SCOPE OF CRM
2.2.4.1. CUSTOMER KNOWLEDGE

Customer knowledge is a critical and inevitable tool for CRM. According

to Rowley (2002; 501), there are two types of customer knowledge;

e Knowledge about customers, which may include knowledge about
potential customers, customer segments as well as knowledge about individual
customers; and

e Knowledge possessed by customers, about product ranges, such as
compatibility between computer hardware components, or the efficacy of
specific drugs in treating complaints and about wider content and marketplace

into which products and services are delivered.

Customer knowledge results through the analysis of customer
information. Customer information is an economic asset and can improve the
company’s productivity, reduce its unit costs, yield a return for years (Peppers

& Rogers, 2004; 100).

2.2.4.2. CUSTOMER SATISFACTION

Satisfied customers are less expensive and can become an effective
advertisement channel (Karakostas et. al., 2005; 855). A satisfied customer is

supposed not to defect but to stay loyal to the company for a long period of
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time and to buy more and more often than other, not so loyal, customers do

(Ravalda & Gronroos, 1996; 20).

Hallowell (1996; 28) states that in the literature customer satisfaction is
related to customer loyalty, which in return is related to profitability. This can

be an indicator for managers when implementing the CRM programs.

2.2.4.3. CUSTOMER RETENTION

Developing customer relationships has become increasingly important for
customer retention (Doole et. al., 2005; 276). It has become well known that
retaining customers is more profitable than building new relationships (Chen &
Popovich, 2003; 682). Acquisition of new customers is five times more
expensive than generating repeat business from existing customers (Karakostas

et. al., 2004; 855).

Increasing customer retention is a key business objective, because
customers who are satisfied with the level and quality of service they receive
are likely to continue buying from the same company (Linton, 1995; 44).
Customer retention is the key objective of relationship management programs
and offers benefits to both, the organization and the customer (Jain et. al, 2003;

105).

Customer retention provides additional revenue. Karakostas et. al (2004;
855) argue that a 5% increase in customer retention can result in an 18%
reduction in operating costs. This argument that existing customers are more
profitable than new customers; that it is less expensive to sell an incremental
product to an existing customers; customer retention would be maximized by
matching products and levels of service more closely to customer expectations;

and attracting new customers is expensive (Peppard, 2000; 321).
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Reicheld and Sasser (1990; 106) conducted a study to examine the profit
per customer in different service areas, categorized by the number of years that
a customer has been in relationship with a certain company. In this study they
found that the longer the customer remains with the company, the more profit
he/she provides to the company. Average profit from a first-year customer for
the credit card industry was $30; for industrial laundry $144; and for auto
servicing, $25. The underlying factors for this profit growth were; 1) increased
purchases, 2) reduced operating costs, 3) referral to other customers, 3) price

premium.

2.2.4.4. CUSTOMER LIFETIME VALUE

According to the customer value-based approach, the company’s main
task is to create value in favor of all the interest groups it has contact with, all
of whose members, in a broader sense, can be considered customers (Rajola,

2002; 96).

Organizations today must focus on delivering the highest value to
customers through better communication, faster delivery, and personalized
products and services (Chen & Popovich, 2003; 686). It is recognized that not
every customer is equally important to an organization in terms of his/her
lifetime value, thus, customers need to be segmented in order to identify
strategically important customers (Xu & Walton, 2005; 956). A company
should not try to pursue and satisfy every customer (Berger & Nasr, 1998; 18)
because some customers may have small value for the company. That is why

the companies should calculate the lifetime value of their customers.

Peppard (2000; 321) states that because customer retention is less
expensive than acquiring new customers, the central objective of CRM is to
maximize the lifetime value of a customer to the organization. Calculating the
customer lifetime value of different segments enables organizations to focus on

the most profitable customers and customer segments (Payne & Frow, 2005;
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172).The customer lifetime value calculation can be an indicator for additional
profits that can be granted from the customers and tools for increasing profits
such as cross-selling, up-selling, decreasing marginal costs, reducing customer

acquisition costs can be used (Winer, 2001; 94).

In the literature, the term customer lifetime value is explained in relation
with “customer equity” because customer equity is the sum of the customer
lifetime values of current and future customers (Berger et. al., 2006). The main
focus here is seeing the customer individually as a lifetime business partner

rather than a buying subject (Odabasi, 2006; 58).

Peppers and Rogers (2004; 122) state that according to their lifetime
values, customers can be allocated to four categories;

1. Most valuable customers: The customers with the highest value to the
company

2. Most growable customers: The customers who have the highest
growth potential

3. Below-zeros: The customer whose actual value is below zero and
their potential value is less than zero

4. Migrators: The customers which are either without value or have

some growth potential.

2.2.4.5. CUSTOMER LOYALTY

Customer loyalty is described in two different directions in the literature;
1) attitudinal loyalty which states that customers are loyal to the brand or
company if they have a positive attitude toward it, 2) behavioral loyalty which
states that customers are loyal to the brand or company if they make a

repurchase of the product (Peppers & Rogers, 2004; 56).

Customer loyalty is closely related to customer relationships and may be

related to customer satisfaction and when customers are retained as a result of
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satisfaction they tend to become more loyal customers (Peppers & Rogers,
2004; 186). Customer loyalty should not be thought by the companies only as a
marketing and business activity with a high cost, but should be seen as a long-
term investment that will provide the company the opportunity to continue its

ongoing business in confidence (Tanyeri & Barutcu, 2005; 200).

2.2.4.6. CUSTOMER SEGMENTATION

Segmentation is the process of breaking a large market into smaller and
more manageable submarkets (Shani & Chalasani, 1992; 34). Hansotia (2002;
127) states that customer segmentation is particularly useful, for instance, in
understanding what the most profitable customers look like, or who the high-
risk customers are, or describing customers who have a high propensity to buy
certain products. Besides propensity to buy analysis, companies also can make
next sequential analysis which is predicting what a product or service a
customer is likely to buy next, product affinity analysis which is understanding
which products will be purchased with other products, and price elasticity
modeling and dynamic pricing which is determining the optimal price for a
given product, often for a given customer or customer segment (Dyche, 2002;

33).

Companies use several types of segmentation such as; profitability
segmentation, demographic segmentation, channel usage segmentation, RFM
(recency, frequency and monetary) segmentation, attitudinal segmentation,
preference segmentation, and behavioral segmentation (Peppers & Rogers,
2004; 331). Bruhn (2003; 90) states that there are two criteria for customer
segmentation; endogenous and exogenous criteria. The endogenous criteria are
controllable by the seller and are related to relationship marketing goals. These
criteria are; economic (e.g. customer contribution margin, customer lifetime
value), behavioral (e.g. customer retention, word-of-mouth), psychological (e.g.
customer satisfaction, relationship quality). The exogenous criteria are not

controllable or limitedly controllable by the seller. These criteria are;
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demographic (e.g. age, gender), socio-economic (e.g. income, social level),
psychological (e.g. general quality demands, attitude towards the product),

behavioral (e.g. variety seeking behavior, general information behavior).

2.2.5. CRITICAL SUCCESS FACTORS FOR CRM

The history of critical success factors terminology dates back to John
Rockart’s 1979 article “Chief Executives Define Their Own Needs” pressed in
Harvard Business Review. According to Rockart (1979), the concept was firstly
discussed in the management literature by D. Ronald Daniel in 1961 as the term
“success factors”. Rockart stated that the critical success factors should be
defined by taking the company executives’ needs and decisions. This
methodology aims to sustain counseling for companies and give some hints

about problems that are likely to occur (Wagner & Zubey, 2007; 142).

According to Wehmeyer (2005; 245), to become successful, information
systems, strategy and infrastructure have to be aligned with business and
marketing strategy and processes. Yilmaz and Pirtini (2002; 158) suggest four
steps for a successful CRM strategy;

1. Formation of customer relationship management project team

2. Preparation of customer relationship management action plan

3. Choosing the appropriate customer relationship management software

4. The installation and the implementation of customer relationship

management system.

Fairhurst (2001; 142) states that for a successful CRM, companies should

integrate the customer, technology and organizational elements.

2.2.6. BENEFITS OF CRM

A CRM strategy can help create new customers, and more importantly,

develop and maintain existing customers (Chen & Popovich, 2003; 682).
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According to McKim and Hughes CRM enables to identify actionable customer
segments and reduce marketing expenses by concentrating on a limited group

of customers (a segment) at any one time.

If implemented successfully, CRM offers immeasurable benefits to the
organization in terms of improved sales, market share profitability, customer
satisfaction and reduced customer turnover, service cost and time (Jain et. al.,
2003;98). CRM is a useful tool in terms of identifying the right customer
groups and for helping to decide which customers to last and keep (Zineldin,

2006; 431).
Tourniaire (2003) states that there are six important benefits of CRM; cost

savings, customer satisfaction, increased profits, increased internal

accountability, employee satisfaction and better business intelligence.
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Table 1.1.: Core CRM Benefits

Authors/Date

Buttle (2004)

Chen and Popovich
(2003)

Crotean and Li (2003)

Eggert, Ulaga, and

Schultz (2006)

Jones, Brown, Zolners,
and Weitz (2005)

Jones, Stevens, and
Chonko (2005)

Jones, Sundaram and

Chin (2002)

Leigh and Tanner
(2004

Park and Kim (2003)

Parvativar and Sheth
(2000, 2001

Reimartz, Krafft and

Howver (2004)

Rigby, Reichheld and
Schefter (2002}

Core CRM Benefits

& Reduces cost to serve
& [ncreases revenue
& [ncreases customer satisfaction and lovalty

® Increases data sharing across selling organization

® Improves cCustomer service

® Improves cross-selling/up-selling

® [Improves customer targeting

#» Enables better personalization of marketing messages
® Provides better self-service options for customers

® [mproves buyer—seller integration

» Enables customization of products and services

= Provides customers a “one-to-one” experience

» Improves sales force efficiency and effectivencss

® Enables customized marketing plan for each customer

® [mproves support for product devel opment
® Increases supply-chain efficiencies via personal contact
® Enhances supplier know-how

® Improves customization of services and product offerings
® Enhances ability to create long-term partnerships
& Improves salesperson efficiency and effectiveness

® Improves ability to find, obtain and keep customers

= Increases salesperson efficiency

® Assists in gathering competitive intelligence

» Coordinates commumnication

® Enables salespeople to have a lifetime value perspective

» Improves sales force efficiency and effectiveness
® [mproves pricing
= Reduces cost-to-serve

= Improves sales force effectiveness and efficiency
& Enables knowledge management
& [mproves knowledge sharing within the selling firm

& Simplifies customer support

& Reduces cost-tn-serve

® [mproves product differentiation
® [mproves pricing

& [mproves customer segmentation

& Enables key account management and business development

& [mproves customer loyalty
& [mproves cross-selling/up-selling

& Enables co-branding, joint-marketing and strategic alliances

& Improves pricing

#» Enables segmentation based on economic valee of customer

® Improves resource allocation to accounts

®» Improves customer acquisition and retention efforts

& Enhances ability to offer right products and services to right customer

& Enables companies to pursue “best processes™
& MMotivates employvees to foster customer relationships
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Table 1.1. continued...

Authors/Date

Righy and
Ledingham (2004)

Rivers and Dart (1999)

Sabri (2003 )

Sheth, Sisodia and
Sharma (2000

Sheth and Sharmma (2001)

Spekman and Carraway
(2006)

Tamner, Aheame, Leigh,

Mason, and Moncrief
(2005)

The Sales Educators
(2006)

Thomas, Blattherg,
and Fox (2004)
Thomas, Reinartz and

Kumar (2004)
Verhoef (2003)
Wilson, Daniel, and

McDomnald (2002)

Winer (2001)

Likmund, McLeod, and
Gilbert (2003)

Core CRM Benefits

® [mproves information sharing within the selling company

o Automates all aspects of customer relationship cycle (development of
offering, sales, superior experience, retention and win-back, and
targeting and marketing)

® Reduces administrative duties
® Improves sales effectiveness
& [mproves pricing

® Enables personalized products and services
® Improves sales force efficiency
® Enhances product development

® [mproves customization of marketing efforts to individual customers
® Enhances ability to understand costs

® [mproves the financial efficiency of marketing efforts

® Enhances decision making
® [mproves supplyv-chain planning and integration

® Improves customer segmentation and valuation

® Enhances acquisition, development and retention of customers

® Enables better allocation of resources across the customer portfolio
® Enhances communication across multiple selling channels

® Enhances customer knowledge and feedback
® Supports new product’service development
® Improves customer solutions and relational values

® Enables companies to win-back lost customers

® [mproves marketing effectiveness
® Enables customization of products and services
® [mproves customization of marketing efforts to individuoal customers

® Improves customer commitment, satisfaction and loyalty

® Improves channel choice
® Allows multi-channel integration
® Enables individualized pricing

® Enables better customer attraction, conversion and retention of target
CUSTOIMETS

® Improves customer focus

® Improves retention efforts

& Increases share of customer

® Enhances long-term profitability

® Enables continuity across channels
® Personalizes service

® Enhances satisfaction

(Source: Richards & Jones, 2006; 5)
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2.2.77. CUSTOMER DATA ANALYSIS TECHNIQUES
2.2.77.1. DATA WAREHOUSE

Today, through information technologies, information is prepared in
digital form, transmitted, warehoused and used ever after (Karahan, 2002; 7). A
data warehouse is an information technology management tool that gives
business decision makers instant access to information by collecting “islands of
customer data” throughout the organization by combining all database and
operational systems such as human resources, sales and transaction processing
systems, financials, inventory, purchasing, and marketing systems (Chen &

Popovich, 2003; 677).

McKim and Hughes (2001; 225) state that the data warehouse contains
all the information available to the company about customers, employees,
products, sales, costs, inventory, shipments and other data sources.
Technologies such as data warehousing and data mining allow companies to
collect, store, analyze and manipulate enormous volumes of data (Abbot et. al.,
2001; 289).

Operational, historical

data

Data warehouse

Internal data Extract,

Data access and
analysis
sources Transform

Queries and reports

External data

sources

Figure 1.4.: Data warehouse architecture

(Source: Wagner & Zubey, 2007; 69)
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The datawarehouse collects the transformed historical data and by using a
data library converts these data into a common format to make it ready for data
analysis. The greater the number of subject sources for a data warehouse, the

richer the information available for the company (Dyche, 2002; 125).

2.2.77.2. DATA MARTS

Data marts are subsets of data warehouses. Each department in a
company has a data mart and these data marts are all met in the overall data
warehouse. Each department’s data mart is specialized around their own

requirements to make decisions about their future plans.

Companies use varied programmes for data analysis. The leading vendors

in database technology are Siebel, SAP, Microsoft, and Oracle.

Data warehouse

Finance Operations

A

@ = Data marts @ Marketing

Figure 1.5.: Data marts as subsets of data
(Source: Wagner & Zubey, 2002; 74.)

A marketing data mart contains information like contact history, customer
profile, transaction history, account history and external data (Pan & Lee, 2003;

96).
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2.2.77.3. DATA MINING

A simple definition of data mining in marketing is: extraction of
previously unknown, comprehensible and actionable information from large
repositories of data, and using it to make crucial business decisions and support
their implementation, including formulating tactical and strategic marketing

initiatives and measuring their success (Stone & Foss, 2001; 67).

While data about customers are readily available through existing CRM
database software packages, data alone do not lead to customer knowledge. To
be useful, managers need to transform data into customer information and to
integrate the information throughout the firm to develop customer knowledge
(Campbell, 2003; 376). Data mining enables the analysis of large quantities of
data to discover meaningful patterns and relationships (Payne & Frow, 2005;

173) and to discover insights of customer needs (Paas & Kuijlen, 2001; 57).

Knowing each customer through data mining techniques and a customer-
centric business strategy helps the organization to proactively and steadily offer
more products and services for improved long-term customer retention and

loyalty (Chen & Popovich, 2003; 686).

According to Stone and Foss (2001; 72), data mining helps marketing
managers in the following ways:

e It helps them understand and predict future customer actions (Dyche,
2002; 133) in a complex (multifactor) world. For example, data mining was
used to show how some frequent flyers had fluctuating frequencies of flying.
This meant that the former were at risk of ‘demotion’ within the scheme,
despite the still-high lifetime value to the airline.

e It helps them discover customer groupings which would be hard to
discover using theory-based hypothetical world, for profiling, needs analysis
and focused actions. For example, a life insurance company discovered a low-

risk group of smokers within the high-risk group of all smokers. These were

31



customers who were prudent in every other way-except that they smoked.

These smokers could be retained by a lower premium.

2.2.77.4. ONLINE ANALYTICAL PROCESSING (OLAP)

OLAP is one of the most popular data analysis tools that provides the
businessperson the opportunity to discover the data online, analyze it and make
out a detailed interrogation to apprehend the data (Dyche, 2002; 132). It is one
of the business intelligence applications that make it easy for the user to extract

and see the data from different aspects (Wagner & Zubey, 2007; 92).

OLAP tools help the marketing executives to query the customer data
(e.g. according to demographic differences) to compare the purchasing orders
and design a special promotion for a group of customers by name (Peppers &

Rogers, 2004; 195).

2.2.8.  SUPPORTIVE TECHNOLOGIES FOR CRM
2.2.8.1. INTERNET

In recent years advances in technology have dramatically reduced product
life cycles. This same technology has empowered customers with access to
information that has shortened search times for new products and services and

has improved their decision-making quality (Doole et. al., 2005; 274).

Innovations in technology, competitive environments, and the Internet are
just several factors that make one-to-one initiatives a reality. Companies can
develop these relationships to customize the shopping experience, better predict
online buying patterns, entice customers with special offers or services,
evaluate the economic advantage of each customer, and build long-term

mutually beneficial relationships (Chen & Popovich, 2003; 676).

32



The explosive growth of the Internet has also brought new meaning to
building customer relationships. Greater customer access to the organization,
such as online ordering and around the clock operations, has set the stage for a
shifting paradigm in customer service (Chen & Popovich, 2003; 679).
Customers are more empowered today than ever before and the Internet is
accelerating the trend toward greater customer empowerment (Chen &

Popovich, 2003; 685).

2.2.8.2. ENTERPRISE RESOURCE PLANNING (ERP)

Enterprise resource planning when successfully implemented, links all
areas of a company including order management, manufacturing, human
resources, financial systems and distribution with external suppliers and
customers into a tightly integrated system with shared data and visibility (Chen,

2001; 374).

Significant differences exist between ERP technology and CRM
applications. ERP serves as a strong foundation with tightly integrated back
office functions while CRM strives to link front and back office applications to
maintain relationships and build customer loyalty. ERP systems promise to
integrate all functional areas of the business with suppliers and customers.
CRM promises to improve front office applications and customer touch points
to optimize customer satisfaction and profitability. While ERP systems address
fragmented information systems, CRM addresses fragmented customer data

(Chen & Popovich, 2003; 679).

ERP applications aim to increase organizational efficiency, whereas CRM
applications aim to increase organizational effectiveness by decreasing selling
costs, identifying new markets, increasing customer value, satisfaction,
profitability and retention (Gupta & Shukla, 2002; 100). It will be more

profitable for the companies to integrate ERP and CRM. The implementation of

33



ERP produce an improvement in the quality and efficiency business processes

and its relation with CRM is stronger than ever (Dyche, 2002; 109).

2.2.8.3. SALESFORCE AUTOMATION (SFA)

CRM is a natural extension of sales force automation (SFA), which began
to emerge in the 1980s (Fletcher, 2001; 214). Sales force automation contains
some subsets such as sales process/activity management, sales and territory
management, contact management, lead management, configuration support

and knowledge management (Dyche, 2002; 81).

The goal of SFA is to allow the sales force to concentrate more on selling
and less on administrative tasks (Chen & Popovich, 2003; 675). Sales force
automation (SFA) tools are frequently implemented to facilitate CRM
processes as part of a relationship marketing philosophy. By improving the
speed and quality of information flow among the salesperson, customer, and
organization, SFA tools support the sales process (Speier & Venkatesh, 2002;
98).

2.2.8.4. MANAGEMENT INFORMATION SYSTEMS (MIS)

Management information systems provide managers with reports and, in
some cases, online access to the organization’s current performance, and
historical records. They are developed to facilitate the use of diverse sets of
data (Talvinen, 1995; 12). MIS provide managers the information for decision
making and it is a system that is organized to meet the needs of managers in a

specific functional area (Mc Leod Jr, 1990; 9).

The management information systems have developed in the way to
include customer voice inside the production system. Developed management
information systems, customers can initiate production in manufacturing

facilities (Lengnick-Hall, 1996; 802).
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2.2.8.5. SUPPLY CHAIN MANAGEMENT

Supply chain management is the integration of all activities associated
with the flow of goods from the raw materials stage (extraction), through the
end user, as well as the associated information flows through improved supply
chain relationships, to achieve a sustainable competitive advantage (Handfield

& Nichols Jr., 1999; 2)

Efficient supply chain management can decrease a company’s production
and distribution costs, increase profit margins and customer satisfaction.
Without an effective distribution system and an effective logistics system, the
CRM strategies, no matter how well they are designed, will fail (Sheth &
Parvatiyar, 2004; 430).

Companies can tailor and customize the products offered, but they also
need to customize the distribution and transportation of the product they bought
through stating where they want the product to be brought and when it will be
brought (Peppers & Rogers, 2004; 431). Supply chain management should be
integrated with CRM in order to meet customer needs and create value both for

the customer and the company.

2.2.9. E-CRM
2.2.9.1. DEFINITIONS OF E-CRM

E-CRM is the customer relationship management in the internet
environment in the context of e-business technologies and e-business
understanding (Deniz, 2002; 20). Dyche (2002; 12) simply describes E-CRM as
web-based CRM.

A key objective of E-CRM (electronic customer relationship
management) is the use of the Internet as a means of bringing the organization

and the individual customer in closer contact—with 1-to-1 marketing and
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customized services being some of the benefits of this closeness (Srivastava &
Cooley, 2003; 199). This concept and practice provides the ability to capture,
integrate, and distribute data gained at the organization's Web site throughout

the enterprise (Pan & Lee, 2003; 95).

2.2.9.2. BENEFITS OF E-CRM

Fairhurst (2001; 139) states that through E-CRM, the companies can gain
much more customer understanding using the online environment and product,
service and communication tailoring are made in a much more easier way as
customers will have the opportunity to experience their customized products

(e.g. My Yahoo).

According to Scullin et.al. (2004; 412), the E-CRM system provides
detailed customer information and this becomes an opportunity for the
company to forecast the variety of products that the customer prefers to buy

and also the timing of the purchases.

Furthermore, through E-CRM applications, the customer loyalty also can
be realized (Lee-Kelly et.al., 2003; 246) which in turn increases the profits of

the company.

Chen and Chen (2004; 337) divided the benefits of E-CRM as tangible
and intangible benefits. The tangible benefits are; increased revenues and
profitability, quicker turnaround time, reduced internal costs, higher employee
productivity, reduced marketing costs, higher customer retention rates, and
protected marketing investment with maximized returns. The intangible
benefits are; increased customer satisfaction, positive word-of-mouth,
improved customer service, closer contact management, increased depth and
effectiveness of customer segmentation, acute targeting and profiling of

customers, and better understanding/addressing customer requirements.
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2.2.9.3. CRITICAL SUCCESS FACTORS FOR E-CRM

Lin et.al (2006; 208) after several studies done, define four success
factors for the implementation of E-CRM. These are;

1. Corporate strategy: business goals and objectives should match with
the reasons for implementing E-CRM and top management support is needed.

2. IS/IT strategy: Companies should integrate their E-CRM systems with
other departments of the company and the IT structure should be able to
support the E-CRM system.

3. Business Operation: The perceived usability of E-CRM by the
employees and their resistance should be taken into account.

4. IS/IT Execution: Companies should have an evaluation process in

order to estimate business risks.

Horn et. al. (2005; 106) state that to achieve success in E-CRM, managers
should consider general CRM, personalization and privacy issues carefully.
General CRM is a combination of items that consumers place together in a
perceptual group. These items include the organization of e-business website
content, timely provision of e-business services, ease of understanding on how
to make purchases, dependability of the e-business website and helpful
customer assistance (Horn et. al., 2005;107). Chen & Chen (2004; 339) put
emphasis on champion leadership, internal marketing, knowledge management,
business-IT alignment, system integration and culture/structure change for E-

CRM success factors.

2.2.9.4. DIFFERENCES BETWEEN E-CRM AND CRM

The E-CRM concept has developed after the internet has been started to
be used for CRM purposes. E-CRM is actually the CRM done in the internet
environment. The personalization of the web sites, following the online orders
of the customers, making offers according to past purchases (e.g. Amazon) are

some of the E-CRM applications.
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Customer

Data

Analysis of
Customer
Characteristics

Customer
Service

Data Warehouse Transaction Analysis | | Target Marketing
- Customer Information | | - Customer Profile - Static Service
- Transaction History - Past Transaction - One-way Service
- Products Information History - Time and Space Limits
WebHouse Trumeton Awinks |-to-1 Marketing
- Customer Profile
- Customer Information Bast Transaction Hi - Real Time Service
- Transaction History -y I - Two-way Service
Sl | . Products Information Activity Analysis - At Any Time
- Click Stream - Exploratory Activities - From Anywhere
- Contents Information (Navigation, shopping eart.,
shopping pattern, etc.)

Figure 1.6. : The Differences Between E-CRM and CRM
(Source: Pan & Lee, 2003; 96)

The data warehouse of E-CRM is wider than CRM’s data warehouse
because it has the chance to make click stream analyses and content analysis.
Taking the advantage of having the ability to follow the customers’ navigation,
shopping pattern data, E-CRM can give a more specific picture about
consumption behavior of the customers. Through E-CRM companies can
answer the complaints in a quicker way than in the case of regular CRM

applications.

Taking advantage of the Internet, E-CRM expands the traditional CRM
techniques by integrating technologies of new electronic channels, such as
Web, wireless, and voice technologies, and combines them with e-business

applications into the overall enterprise CRM strategy (Pan & Lee, 2003; 96).
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CHAPTER 2
SERVICES MARKETING

2. SERVICES MARKETING
2.1. A BRIEF HISTORY FROM INDUSTRIAL ECONOMY TO
SERVICE ECONOMY

The economic developments, crisis, price changes, technology all
together caused a shift from the industrial economy to service economy. The
world experienced a difference in the understanding of the way of doing

business.

The Great Depression of 1930s had significant impacts upon the theories
of disciplines and business world in the economic society. The crisis
increased the government interventions in terms of participation and
regulation of business and continuously a significant increase in services
employment have been observed because government functions were

classified as services (Vargo & Morgan, 2005; 47).

The oil shock of 1973 caused a high inflation all over the world affecting
all the industrialized and industrializing countries. The supply rigidity
resulted from this high inflation caused a diminishing returns of technology
which affected the energy sector and therefore the industrial manufacturing.
The high prices of oil led to the development of new technologies,
specifically in the electronics and telecommunication, which caused the

service sector gain power (Kostecki, 1994; 27).

As services gained more attention both by the scholars and the
practitioners, a shift has occurred from production-dominant economic
activity towards “post-industrial society”, also named ‘“‘services economy”

(Vargo & Morgan, 2005; 42).
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Table 2.1.: Schools of Thought and Their Influence on Marketing Theory

and Practice

Timeline and Stream of Literature

Fundamental Ideas or Propositions

1800-1920: Classical and Neoclassical
Economics

Marshall (1890); Say (1821); Shaw (1912);
Smith (1776)

1900-1950: Early/Formative Marketing
sCommodities (Copeland 1923)
sInstitutions (Nystrom 1915; Weld 1916)
sFunctional (Cherington 1920; Weld 1917)

1950-1980: Marketing Management
sBusiness should be customer focused (Drucker
1954; McKitterick 1957)
*Value “determined” in marketplace (Levitt 1960)
sMarketing is a decision-making and problem-
solving function (Kotler 1967; McCarthy 1960)

19802000 and Forward: Marketing as a Social

and Economic Process

*Market orientation (Kohli and Jaworski 1990;
Narver and Slater 1990)

*Services marketing (Gronroos 1984; Zeithaml,
Parasuraman, and Berry 1985)

* *Relationship marketing (Berry 1983; Duncan and
Moriarty 1998; Gummesson 1994, 2002; Sheth
and Parvatiyar 2000)

*Quality management (Hauser and Clausing 1988;
Parasuraman, Zeithaml, and Berry 1988)

+Value and supply chain management (Normann
and Ramirez 1993; Srivastava, Shervani, and
Fahey 1999)

*Resource management (Constantin and Lusch
1994; Day 1994; Dickson 1992; Hunt 2000; Hunt
and Morgan 1995)

*Network analysis (Achrol 1991; Achrol and Kotler
1999; Webster 1992)

Economics became the first social science to reach the quantita-
tive sophistication of the natural sciences. Value is embedded in
matter through manufacturing (value-added, utility, value in
exchange); goods come to be viewed as standardized output
(commodities). Wealth in society is created by the acquisition of
tangible “stuff.” Marketing as matter in motion.

Early marketing thought was highly descriptive of commodities,
institutions, and marketing functions: commodity school (charac-
teristics of goods), institutional school (role of marketing institutions
in value-embedding process), and functional school (functions that
marketers perform). A major focus was on the transaction or output
and how institutions performing marketing functions added value to
commodities. Marketing primarily provided time and place utility,
and a major goal was possession utility (creating a transfer of fitle
and/or sale). However, a focus on functions is the beginning of the
recognition of operant resources.

Firms can use analytical techniques (largely from microeconomics)
to try to define marketing mix for optimal firm performance. Value
“determined” in marketplace; “embedded” value must have useful-
ness. Customers do not buy things but need or want fuffilment.
Everyone in the firm must be focused on the customer because the
firm's only purpose is to create a satisfied customer. Identification
of the functional responses to the changing environment that pro-
vide competitive advantage through differentiation begins to shift
toward value in use.

Adominant logic begins to emerge that largely views marketing as
a continuous social and economic process in which operant
resources are paramount. This logic views financial results not as
an end result but as a test of a market hypothesis about a value
proposition. The marketplace can falsify market hypotheses, which
enables entities to learn about their actions and find ways to better
serve their customers and to improve financial performance.

This paradigm begins to unify disparate literature streams in major
areas such as customer and market orientation, services market-
ing, relationship marketing, quality management, value and supply
chain management, resource management, and network analysis.
The foundational premises of the emerging paradigm are (1) skills
and knowledge are the fundamental unit of exchange, (2) indirect
exchange masks the fundamental unit of exchange, (3) goods are
distribution mechanisms for service provision, (4) knowledge is the
fundamental source of competitive advantage, (5) all economies
are services economies, (6) the customer is always a coproducer,
(7) the enterprise can only make value propositions, and (8) a ser-
vice-centered view is inherently customer oriented and relational.

(Source: Vargo & Lusch, 2004; 3)
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2.1.1. THE EVOLUTION OF SERVICES MARKETING

The service concept has gained so much interest in the research area for a
long time. Actually the distinctive characteristics of services were derived from
the early economic thought, originating from the classical and neoclassical
economics (Lovelock & Gummesson, 2004; 24). From the physiocrats, through
Adam Smith and up to the marginalism represented by John Stuart Mill, the

services are seen as an unproductive labor.

The services marketing existed in the academic marketing thought since
the beginning but gained more interest after 1980s. Before 1980s, more interest
was paid on the attempts of distinguishing services from products (Brown et.al.,
1994; 25), services were seen as aids to the production and marketing of goods
and all non-physicals that we pay money for by some researchers whereas
during the 1980s, services marketing started to be examined in more details by
scholars such as Lovelock (1983; 9) described services as inputs which
management strategies could be derived and Zeithaml, Parasuraman and Berry
(1985) developed a framework aiming to measure service quality (Vargo &

Morgan, 2005; 48).

Many of the services have been present to some degree, but the
complexity and diversity of services have increased dramatically over the past
century. Services have fueled modern economic growth. The Industrial
Revolution of the 18th century involved changes not only in production, but
also in financial structures and in transportation and communication networks
(Bateson & Hoffman, 1999; 7). There appears to be a high correlation between
the level of economic development in an economy (expressed in terms of GDP
per capita) and the strength of its service sector, due to the market power
brought by the specialization character of services (Zagler, 2002; 339), but it is
not definite whether a strong service sector leads to economic growth (Palmer,

1994; 19).
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Services marketing emerged late because of a perceived lack of need for
it in times when demand exceeded supply and competitive pressures were few
(Bateson & Hoffman, 1999; 8). The main reason for the emerging importance
of the services marketing is that services became an important part of
production process. Services were no longer a secondary sector, but became the

main focus of economic action (Kostecki, 1994; 26).

There are broadly three schools of thought in the services marketing
literature. The first school of thought argues that the services marketing is a
special case for marketing because most of the marketing principles cannot be
applied to services marketing. The second school of thought argues that few
most of the marketing principles are situation and industry-specific and are
shaped around these two focuses. The third school of thought argues that
services marketing is just one aspect of marketing and cannot be viewed as a

special case (Rushton & Carson, 1985; 24).

2.2. DIFFERENCES BETWEEN SERVICES AND GOODS

A pure good implies that the consumer obtains benefit from the good
alone, without any added value from service; whereas a pure service assumes
that there is no “goods” element to the service that the consumer receives
(Bateson & Hoffman, 1999; 9). Alfred Marshall (1890-1962) was the first to

introduce the concept “goods” instead of the concept “commodity”.

The classical economic revolution determined the value of the products
through the production costs, whereas the service economy determines the
value is determined through the evaluation of the costs incurred with reference
to obtaining results in utilization (Kostecki, 1994; 26). Adam Smith
differentiated services from goods in his book “Wealth of Nations” as the
distinction between the unproductive labor and productive labor. So many
critiques have been brought against this idea starting from Marx, which he

stated that a good is different from a service (Parrinello, 2004; 383) and that
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services are part of the manufacturing process. Jean Baptist Say also rejected
Smith’s notion about defining services as “immaterial products” and stated that
activities which have utility and give satisfaction to the consumer are
productive (Cowell, 1988; 20). Actually Smith did not state that services are
unuseful or unnecessary, instead he stated that some services are unproductive
in terms of national wealth standard. For example, he mentioned that
physicians and lawyers are “useful” and “respectful” and “deserving higher
wages”, but are not productive in terms of contributing to surplus commodities.
Instead services such as cultivators of fisheries and retailers are both useful and
productive because they are necessary for the production and trade of

commodities (Vargo & Margon, 2005; 44).

Mills and Moberg (1982; 468) differentiated service operations from
manufacturing operations depending on two reasons:

1. Differences in the nature of outputs; the output of service operations
are intangible whereas the output of manufacturing operations are tangible.

2. Differences in the underlying production processes; manufacturing
technologies are functions of equipping and workflow, whereas service

technologies are knowledge-based.

Table 2.2.: A Comparison of Production of Goods and Services

Production of Goods
consumer 1
k4
P

;
.+° __y- Consumer 2

e ) B o e S e i e
Inputs > p[UdllF.lll}ll » oulputs ‘;:\
Transformation of materials .. "™ consumer 3
.
.
A consumer 4
Production of Services
CONSUMET ========= #» production process ----------- » outcomes ------- » consumer 1
CONSuUMmMer =-==-=-=-- L [)[‘()(]Ll(:ﬁ()ﬂ PIOCESS s==Emsse=—s » outcomes ------- = consumer 2
consumer ==ss====-- . ])I'()llllﬂﬁl]l] PIOCESS =mmeeee—=—- » outcomes ------- » consumer 3

CONSUMer =--------- » production process ----------- » outcomes ------- » consumer 4

Varying degrees of consumer involvement

(Source: Beaven & Scotti, 1990; 6)
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The production processes of goods and services differ from each other.
When Table 2.2. is analyzed, it can be seen that the consumer do not get
involved in the production process of goods, only purchased the good when it is
produced. But for the services, the production process starts with the customer
and ends with the customer. This situation also confirms Mills and Moberg
(1982)’s view that the technologies of the services are and should be

knowledge-based.

Pure services have particular features that differentiate them from goods.
These are features such as (Palmer, 1994; 3, Cowell, 1988; 23):

¢ Intangibility: a pure service cannot be valued using the physical
senses. It is an abstraction which cannot be directly examined before its
purchase.

e Inseparability: the consumption of a service is said to be inseparable
from its means of production. For services, marketing becomes a means of
facilitating complex producers-consumer interaction, rather than being an
exchange medium.

e Variability: in the case of services, the outcomes and the processes of
production varies across customers which can cause problems for brand
building in services. There is a large heterogeneity in the provision of services
(Zagler, 2002; 339).

e Perishability: services cannot be stored for later usage. A service
cannot be stored on a shelf, touched, tasted or tried on for size (Shostack, 1977;
73).

® Ownership: services cannot be owned due to their intangibility and
perishability. Nothing is actually exchanged between the buyer and the seller as
in the case of the ownership due to the transfer of goods which causes some
problems to occur in the applicability of the pure exchange economic

understanding.
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The first four characteristics of services are the most frequently cited
characteristics which are determined by Zeithaml et.al. (1985; 34) through an
in-depth literature review. Services are different from goods also in the case of
the marketing mix. For services another 3P is added to the existing marketing
mix; people, physical evidence and process (Zeithaml & Bitner, 1996; 24). The
service people include elements like personnel, attitudes, customer contact. The
physical evidence includes elements like the physical environment, the
complementary goods used throughout the service. The process includes

elements like policies, procedures, flow of activities (Cowell, 1988; 101).

Dahringer (1991; 7) states that the differentiating characteristics of
services create some marketing problems. The intangibility nature of services
create the problem of not being able to be stored, the inability to protect the
services through patents, the inability of being readily displayed or
communicated and the inability to set a concrete price. The inseparability
nature of services causes the consumer and other consumers to be involved in
the production, therefore the mass production of services become difficult. The
perishability nature of the service causes the inability to store the service. The
heterogeneity nature of the services causes the inability to standardize and

provide service quality.

Sasser (1976; 133) also pointed to the problems resulting from the
services’ differentiating characteristics. He states that because of the
perishability character of services, managers are left without a buffer that is
an important issue which is available for manufacturers. The consumer focus
of the services creates an uncertain environment for the service providers in
terms of evaluating product’s quality, company’s orientation to the
consumers’ needs. The consumer has to be brought to the services delivery
systems or the system has to be brought to the consumer. The intangible

character of services makes it difficult to measure the capacity levels.
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Table 2.3.: Proposed Marketing Strategies For The Problems Caused By

Services’ Distinctive Characteristics

Unique Setvice Features  Marketing Strategies to Solve Problems References Citing Strategies
1. Stress tangibie cues. Berry {1980}, Booms and Bitner {1982,
George and Berry (1981), Shostack
{1977a)
2. Use personal sources more than Donnelty {1980}, Johnson {1369}
nonpersonal sources.
3. Simulate or stimulate word-of-mouth  Davis, Guiltinan, and Jones {1379},
Intangibility communications. George and Berry {1981)
4, Create strong organizational image. Judd (1968}, Knisely (1979a}, Thomas
{1978), Ul and Upah {1980)
5. Use cost accounting to heip set Beard and Hoyle (1976), Dearden (1378)
prices.
6. Engage in post-purchase Bessom and Jackson (1975}, Fisk {198),
communications. Zgithami (1981)
1. Emphasize selection and training of  Berry (1981}, Davidson [1978), George
public contact personnel. (1977}, Gronroos (1978}
Inseparability 2. Manage consumers. Lovelock {1981)
3. Use multisite locations. Carman and Langeard {1980), Langeard
et al, {1981}, Upah {1980)
1. Industrialize service.* Levitt {1972, 1976}
Heterogeneity 2. Customize service. Bell {1981), Berry {1380), Johnson {1981),
Regan (1963), Sasser and Arbeit {1978)
1. Use strategies to cope with Lovelock (1981)
fluctuating demand.
Perishability 2. Make simultaneous adjustments in Sasser {1976)

demand and capacity to achieve a
closer match between the two.

*Leviti suggests specific tachnigues to substitute organized preplanned systems for ir]diyidual service operations (e.g., a travel
agency could offer prepackaged vacation tours ta obviate the need for the selling, tailoring, and haggling involved in customi-
zation). This strategy is the opposite of customization,

(Source: Zeithaml et.al., 1985; 35)

Zeithaml et.al. (1985; 35) reviewed the literature and reached a final

result (Table 2.2.) showing suggested marketing strategies for the problems

resulting from the unique characteristics of services (which were mentioned

above). For example, for the problems resulting from the intangibility nature of

services (the inability to store the service, being unable to take patent etc.),

strategies like stressing the tangible cues of the service, using personal sources

more than nonpersonal sources, word-of-mouth marketing, creating strong

organizational image, cost accounting for pricing decisions, and post-purchase

communication are suggested.
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Services already exist within companies even if the company sells only
tangible goods. Services within the companies can be classified in five
categories (Kostecki, 1994; 24): the services performed before the production
(e.g. R&D), the services required for production (e.g. planning, quality
control), distribution, service functions related to the utilization of the products,

services needed for the waste and pollution control.

2.3. CLASSIFICATION OF SERVICES

The services, in their selves, are divided into categories. It has gained
considerable importance by the researchers and some of the important ones can
be observed in Table 2.2.. Generally services can be divided as (Palmer, 1994;
9):

1. Marketable vs. unmarketable services: Some services are not
marketable. For example, government services can be counted as unmarketable
services. The benefits are external in the mode that it is not possible to restrict
the distribution of the benefit to ones who formed an exchange relationship and
charge the users of the benefit.

2. Producer vs. consumer services: Some services are provided directly
to consumers (e.g. hairdresser), and some services are provided to producers
and these producers add value to their products through these services.

3. The status of service in the product offering: Most products are a
combination o a goods and service element. A pure service exists when there is
little evidence of tangible goods (e.g. insurance policy). Some services add
value to the tangible product (e.g. after-sales warranty). Some services add
value to the tangible product by making it available in the first place (e.g.
mortgage).

4. Tangible vs. intangible services: Some services provide a range of
tangible elements (e.g. restaurants) whereas some services provide little amount

of tangible elements (e.g. telephone sales operations).
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Figure 2.1.: Tangibility of Services
(Source: Shostack, 1977; 77)

Shostack (1977; 77) designated a figure aiming to show the amount of
tangibility in services (Figure 2.1.). It is stated that even products contain some
tangibility in their nature but in different amount. For example, salt is a product
with having more tangibility dominance whereas teaching has intangiblity
dominance in nature. Service companies such as fast-food outlets contain both
tangible and intangible elements.

5. Extent of customer involvement: Some services are provided through
consumer involvement but some services do not need any consumer
involvement (e.g. a consumer listening to radio).

6. Degree of variability: Services differ from each other in terms of
variability. For example a telecom company which is a machine based service
and the variability of service is very low compared to other services.

The pattern of service delivery: Some services are purchased only when
needed (e.g. funeral services), whereas some services are continuous (e.g.
insurance).

7. The pattern of demand: Most services show considerable variation in
the pattern of demand. Daily services (e.g. sandwich bars), weekly services
(e.g. peak in demand for railway travel on friday evening), seasonal services

(e.g. hotels), cyclical services (e.g. hotels) etc.
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Table 2.4. : Proposed Service Classification Schemes

Author

Proposed Classification Schemes

Comment

Judd (1964)

Rathmell (1974)

Shostack (1977)°
Sasser et al*
(1978)

Hill (1977)

Thomas (1978)

Chase (1978)

Kotler (1980)

Lovelock (1980)

(1) Rented goods services
(right to own and use a good for a defined time
period)

(2) Owned goods services
(custom creation, repair or improvement of goods
owned by the customer)

(3) Nongoods services (personal experiences or
"experiential possession”)

(1) Type of seller

(2) Type of buyer

(3) Buying motives

(4) Buying practice

(5) Degree of regulation

Proportion of physical goods and intangible services
contained within each product “package”

(1) Services affecting persons vs. those affecting
goods

(2) Permanent vs. temporary effects of the service

(3) Reversibility vs. nonreversibility of these effects

(4) Physical effects vs. mental effects

(5) Individual vs. collective services

(1) Primarily equipment based
(a) automated (e.g., car wash)
(b) monitored by unskilled operators (e.g., movie
theater)
(c) operated by skilled personnel (e.g. airline)
(2) Primarily people-based
(a) unskilled labor (e.g., lawn care)
(b) skilled labor (e.g., repair work)
(c) professional staff (e.g., lawyers, dentists)

Extent of customer contact required in service delivery
(a) high contact (e.g., health care, hotels,
restaurants)
(b) low contact (e.g., postal service, wholesaling)

(1) People-based vs. equipment-based

(2) Extent to which client’s presence is necessary
(3) Meets personal needs vs. business needs

(4) Public vs. private, for-profit vs. nonprofit

(1) Basic demand characteristics
—object served (persons vs. property)
—extent of demand/supply imbalances
—discrete vs. continuous relationships between
customers and providers
(2) Service content and benefits
—extent of physical goods content
—extent of personal service content
—single service vs. bundle of services
—timing and duration of benefits
(3) Service delivery procedures
—multisite vs. single site delivery
—allocation of capacity (reservations vs. first come,
first served)
—independent vs. collective consumption
—time defined vs. task defined transactions
—extent to which customers must be present
during service delivery

First two are fairly specific, but
third category is very broad and
ignores services such as
insurance, banking, legal advice
and accounting.

No specific application to
services—could apply equally
well to goods.

Offers opportunities for
multiattribute modeling.
Emphasizes that there are few
pure goods or pure services.

Emphasizes nature of service
benefits and (in 5), variations in
the service delivery/consumption
environment.

Although operational rather than
marketing in orientation, provides
a useful way of understanding
product attributes.

Recognizes that product
variability is harder to control in
high contact services because
customers exert more influence
on timing of demand and service
features, due to their greater
involvement in the service
process.

Synthesizes previous work,
recognizes differences in purpose
of service organization.

Synthesizes previous
classifications and adds several
new schemes. Proposes several
categories within each
classification. Concludes that
defining object served is most
fundamental classification
scheme. Suggests that valuable
marketing insights would come
from combining two or more
classification schemes in a
matrix.

*These were two independent studies that drew broadly similar conclusions.

(Source: Lovelock, 1983; 9)
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8. People-based vs. equipment-based services: Some services are labor-
intensive (e.g. fortune teller) whereas some services are delivered with little
human involvement.

9. The significance of the service to the purchaser: Some services are
purchased frequently and have little value (e.g. game on a slot machine),
whereas, some services are long-lasting, purchased infrequently and the

decision-making process is longer (e.g. package holidays).

2.4. COMPONENTS OF SERVICES MARKETING
2.4.1. THREE-STAGE MODEL OF SERVICES CONSUMER
BEHAVIOR

To market services effectively, marketing managers need to
understand the behavior processes experienced by consumers during each of
the three stages of purchase (Bateson & Hoffman, 1999; 24);

1. The prepurchase stage: This stage contains all activities occurring
before the acquisition of services. The stage begins with the recognition of a
problem and a solution is demanded by the individual after this recognition.

2. The consumption stage: This stage contains all activities the
individual faces with the service provider when purchasing a service.

3. Postpurchase evaluation: Consumers evaluate services by comparing
the service they perceive they have received with their expectations. If the
perceived service is equal to or better than the expected service, then the

consumer is satisfied.

2.4.2. NEW-SERVICE DEVELOPMENT

The intangibility, inseparability, variability and perishability nature of the
services cause some differences to occur in the new product development
process from the tangible goods. A tangible good’s new product development
stages are; idea generation, idea screening, concept development and testing,

marketing strategy, business analysis, product development, test marketing and
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commercialization (Kotler & Armstrong, 2006; 277). According to Easingwood
(1986, 264), there are number of differences between goods and services in
terms of new product development process. These are:

1) Idea generation: The idea generation is not a problem for the service
companies and the major source of the idea generation is the marketing
function rather than the operation function because the operation function
viewed a new product as a burden. New ideas can result from market research,
long-range studies, market gap analysis, consumer activity analysis, learning
from overseas and competitors (Oliver, 1980). New ideas also can be created
through internal creative processes of the marketers within the company
(Cowell, 1988; 134).

2) Idea screening: The idea screening stage for the services differs across
sectors. The idea screening was evaluated by the consumer discussion groups in
the financial services and feedback is taken according to these discussion
groups.

3) Concept development and testing: Using a test marketing is applied
equally well in the services as well as goods. For the services, the test market is
not only for measuring the customer response, but also for observing whether
the product operates correctly.

4) Business analysis: The success of the services depends upon other
factors such as competitors’ new product development processes.

5) Development: The test marketing of the services are very limited and
therefore the service should be developed with little promotion activities to test
the operation effectiveness.

6) Commercialization: A successful new service development program
requires an organizational culture that can cope with the changing market

conditions and responding to them (Palmer, 1994; 142).
The new service development process is compatible to the new product

development process but the new service development process changes

according to the tangibility level of the service and the guidance of this process
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changes according to several components such as human, pricing, promotion

(Rushton & Carson, 1985; 40).

Zeithaml & Bitner (1996; 272) have defined four new service

development strategies taken inspiration from the new product development

strategies:
Table 2.5.: New Service Strategy Matrix
Markets
Offerings Current Customers New Customers

SHARE MARKET

Existing Services
BUILDING DEVELOPMENT
SERVICE

New Services DIVERSIFICATION
DEVELOPMENT

(Source: Zeithaml & Bitner, 1996; 272)

2.4.3. HUMAN RESOURCES

The human resources are a considerable element of service companies
and when managed carefully it can create a competitive advantage for the
company. Almost each person in the service company acts as a salesman and
they reengaged in the personal market communication efforts of the company
(Gronroos, 1978; 593). The service personnel are especially important for the
service companies that have little tangible elements because the customer will
form an impression of the company from the attitude and behavior of the

personnel (Cowell, 1988; 203).

All of the personnel in the company must have a customer-centered point
of view because they provide service to the customer and they do not actually

provide any tangible element to the customer, the perceived atmosphere by the
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customers becomes crucially important. The internal marketing is one of the

tools for the service companies to encourage their human resources.

Another people factor of the service companies is the customer. The
relationship of the service company with the customers has a considerable
importance because of the word of mouth affect on the business (Cowell, 1988;
203). A customer-focused marketing strategy increases the customer
satisfaction, continuously the satisfied customer shares the positive experiences
he/she gained with third parties which affects the third parties’ purchase
decision (Bayraktaroglu & Atrek, 2004; 107). Satisfied customers tend to
continue the relationship constructed within the company and themselves
which provides the company the opportunity for cross-selling and upgrading

the relationship level.

2.4.4. SERVICE QUALITY

For service companies, the quality of performance rather than the quality
of output is the main criteria of evaluation, in other words, it is the quality of
the customer’s experience that is critical for service companies (Kostecki,

1994; 5).

Consumers consider five dimensions when assessing the quality of the
service: reliability (delivering on promise), responsiveness (being willing to
help), assurance (inspiring trust and confidence), empathy (treating customers
as individuals), and tangibles (representing the service physically) (Zeithaml &
Bitner, 1996; 118). This method is called SERVQUAL and it is an instrument
for measuring how customers perceive the quality of a service. This instrument
is baed on the five determinants mentione before and on a comparison between
customers’ expectations of how the service should be performed and their

experiences of how the service is rendered (Gronroos, 2006; 76).
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2.4.5. SERVICE ENCOUNTER

Service encounter is the moment where the customer evaluates the service
and forms an opinion the quality of the service. Service encounter is also called
the “moment of truth” by Richard Normann. The service encounter can be an
opportunity for the service provider to affect the consumer’s perceptions about
the service quality. Three parties can involve in the service encounter. The
encounter may be dominated by the service organization in order to gain cost-
leadership and standardize the service. The encounter may be dominated by the
contact personnel, therefore giving some autonomy the contact personnel.
Finally the encounter may be dominated by the customer in order to highly
standardize the service or highly customize the service (Fitzsimmons &

Fitzsimmons, 1994; 162).

Kotler and Armstrong (2006; 260) call service encounter “interactive
marketing” and state that the service quality depends on the interaction made

between the buyer and the seller.

2.5. SERVICES MARKETING STRATEGIES

Services have differentiating characteristics (intangibility, inseparability,
variability, perishability, and ownership) from the physical goods. Therefore,
the marketing strategies of services differ from the physical goods’ marketing
strategies. The following sections aim to explain these services marketing

strategies.

2.5.1. INTERNAL MARKETING

Internal marketing was firstly introduced by Berry et.al. (1976) in the aim
of providing higher service quality. Many different definitions of internal
marketing have been proposed by the researchers. Through a detailed literature

review, after assessing the weaknesses and strengths of the existing definitions,
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Rafig & Ahmed (2000; 454) reach this final definition of internal marketing:
Internal marketing is a planned effort using a marketing-like approach to
overcome organizational resistance to change and to align, motivate and
interfunctionally co-ordinate and integrate employees towards the effective
implementation of corporate and functional strategies in order to deliver
customer satisfaction through a process of creating motivated and customer

oriented employees.

Internal marketing caused some changes to happen in the human
resources management understanding. The employees are seen as the first
market for companies’ offerings and external marketing programs before they
are launched to the market. Interactive marketing performance in customer
relationships is achieved through integrating employee-oriented efforts with the
external efficiency of the company. Internal services are provided to employees
as done to the external customers (Gronroos, 2006; 331). Basically the three
main levels of internal marketing are creating a service culture, maintaining a
service orientation, and finally introducing new goods and services or external
marketing campaigns and activities or new technologies, systems or service
process routines (Gronroos, 2006; 336). Internal marketing can create a positive
and/or superior image of the firm and its product in the mind of the customer

(Greene et.al., 1994; 12).

2.5.2. PRICING STRATEGIES

Pricing is an important factor for the services because services give some
impression of quality in the consumers’ perceptions of the service quality.
Therefore the pricing strategies should be taken cautiously into consideration.
Cowell (1988; 150) states that the pricing decisions should consider several
factors like; the planned market position for the service product, the stage of the
life-cycle of the service product, the elasticity of demand, the strategic role of

price.
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When developing a price strategy for a new service, two key issues need
to be considered: 1) What price position is sought for the service?, 2) How
novel is the service offering?. The main pricing strategies for new services;
price skimming, saturation pricing (Palmer, 1994; 260), cost-based pricing,
competition-based pricing and demand-based pricing (Zeithaml & Bitner,
1996; 491).

Price skimming strategies seek to gain the highest possible price from the
early adopters and then with the saturation level, the price level is lowered.
Saturation pricing aims to introduce the new service with a low price in order to
create desire within the consumers to purchase the service and then by a loyalty
created with the low prices, the price level is increased to gain from this loyalty
(Palmer, 1994; 260). In the case of cost-based pricing, the price is determined
by adding the direct costs, overhead costs and profit margin. Competition-based
pricing considers other companies of the same industry and uses their prices as
a starting point. Demand-based pricing considers what the consumers will pay
for the service (Zeithaml & Bitner, 1996; 496). There are also several pricing
tactics for the service companies like; differential pricing, discrete pricing,
discount pricing, diversionary pricing, guarantee pricing, high price
maintenance pricing, loss leader pricing, offset pricing, and price lining

(Cowell, 1988;154).

2.5.3. PROMOTION STRATEGIES

The promotion strategies for services differ due to the natural difference
of services. Service companies promotion strategies ought to be different than
promoting goods to be successful. In the case of services, marketers and
managers concentrate on promoting an ‘image’ because there is no actual

tangible product to promote (Gilmore, 2003;12).

The promotion of services should be different because of four main

distinctive characteristics; absence of inventories, a reduced role for
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intermediaries, the importance of contact personnel; and customer involvement
in production (Lovelock, 1996; 383). These are the distinctive factors for the
promotion of services and should be taken into consideration by the managers.
These distinctive characteristics affect the buying process of the consumers.
The service purchase decisions are seen as riskier for the consumers than for
the goods because it is difficult to evaluate the quality and the value. Therefore
the consumers are affected by the others who have purchased the service.
Consequently, companies should establish a quality relationship between the
buyer and the seller and build their promotional efforts on the word of mouth

communication (Cowell, 1988; 167).

Considering these characteristics there are seven promotional techniques
for services; sampling (giving the customer a chance to try the service),
price/quantity promotions, coupons (a price cut, a discount or fee waiver), sign-
up rebates (for consuming the service), future discounts (frequent user

programs) (Lovelock, 1996; 385).

2.5.4. POSITIONING STRATEGIES

Positioning becomes more important for services when compared to the
goods because services call upon to consumers’ minds through the provided
benefit. The perceived benefit from the service by the consumers shapes up the

image of the service in their minds.

Services can be positioned on dimensions like; according to the needs
they satisfy, the benefits they deliver, specific service features, when and how
they are used, or who uses them. But the important point is distinguishing the
service from the competitors. Therefore the services can be positioned on the
five dimensions of the service quality (reliability, responsiveness, assurance,
empathy, tangibles) or can be positioned on the evidence of services (people,

physical evidence, process) (Zeithaml & Bitner, 1996; 288).
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The most effective way of positioning services is personal selling because
the dependency between the producer and the buyer of the service continues
through the service delivery time. The sales person should be able to give
detailed information about the service, therefore the sales people should be
trained professionally. The second effective method is advertising. Generally
the themes talked about are the buyer’s self-composure, trust and saving time

(Borak, 1986; 76).

2.5.5. SERVICE DELIVERY

Service delivery is explained through different concepts in the
literature like the channel, place, and distribution. Services are delivered to the
final consumer through three channels; franchisees (service outlets through
licensed by a principal), electronics (service provision through television,
telephone, interactive media etc.), and agents and brokers (representatives
distributing services of service suppliers e.g. insurance) (Zeithaml & Bitner,
1996; 340). The channel management creates a competitive advantage for
service companies when it is integrated with CRM. Rheault & Sheridan (2002;
39) state that the channels of the company should be integrated with the
company and the channels should show consistence within each other. In terms
of channel assessment Rheault & Sheridan (2002; 40) classifies the companies
into four categories; 1) beginner, 2) competitive, 3) advanced, and 4) best in
class. A company that fits in the “best in class” category in terms of channel
management shows these characteristics; a)direct sales; robust customer
history, relationship and profile information tracked and shared across company
and across channels, real-time contact history accessible through all channels,
and real-time integrated view of lifetime customer relationship across channels,
b) partners (distributors, resellers); partners have access to relevant customer
relationship information from all channel, and two-way funnel sharing, c) e-
channel; opportunities and interactions optimized across channels, customer,
and partners, and lifetime customer relationship information maintained and

shared across all channels, d) service channel (call-center, field representatives,
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service representatives); detailed cross-channel customer relationship history
available, information captured usable by all channels, regular proactive
cross/up-sell, and real-time integrated customer view across channels, e) media
channel (direct mail, broadcast media); targeted direct mail and broadcast

media proactively used to reinforce marketing activity in other channels.

The two important components of the many service delivery systems
are; people and the physical evidence. The people component comprises both
the employees and the consumers (past, existing or potential). The employees
in the company affect the service output and the consumers also talk about their
experiences about the service provided to them and affect potential customers.
The physical evidence, being the tangible elements of the service, affects the
service’s consumption process and gives the consumer some idea about the

delivered service quality (Cowell, 1988;110)

Services companies need to control the service delivery process to
increase service quality. For effective service delivery companies use control,
empowerment, and partnering strategies. Control strategies consist of
measuring the service quality performed, reviewing the sales. Empowerment
strategies include the allowance of the principal for greater flexibility through
providing information, research, and process support. Partnering strategies
include partnering with the intermediaries to improve the communication, to
form strategic partnership and honesty (Zeithaml & Bitner, 1996; 356).
Employee empowerment is a very important key success factor for service
companies because the interaction with customer, the point-of-purchase, is
tangible and based on persuasion. The employee empowerment is a very tough
decision and has various attributes. Shrednick et.al. (1992; 499) propose eight
key success factors in information services for employee empowerment: 1) start
with a vision and clear goals, 2) ensure management commitment, visible
support, and willingness to take risks, 3) pay particular attention to middle
managers and supervisors, 4) involve staff in all phases of the project, 5)

communicate, communicate, and communicate some more, 6) keep your eye on
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the ball, 7) educate all those involved, 8) develop a reward system that

promotes success.

2.5.6. PHYSICAL EVIDENCE OF SERVICE

Physical evidence is the tangible elements of the service offer. There are
two types of physical evidence in services marketing (Cowell, 1988; 228);
peripheral evidence and essential evidence. Peripheral evidence is the actual
tangible element that gives the consumer the right to consume the service (e.g.
bank chequebook). Essential evidence cannot be possessed by the consumer
like the peripheral evidence, instead it is experienced (the feel of a bank

branch).

The services companies should create a more tangible environment for
their services to create a good image. The intangibility of the service can be
linked to a tangible element which will have more significance for the
consumers. The company may focus on the buyer-seller relationship like using

personal bankers (Cowell, 1988; 160).

2.6. SERVICES MARKETING PROCESS

Shostack (1987; 36) explains the service processes according to their
complexity and divergence. Complexity of the service is identified through the
number of steps involved in the process and the sophistication of the process.
The divergence is identified through the degree of freedom allowed in the
process step. For example, a physician’s service is highly complex and highly

divergent, whereas hotel services are high in complexity and low in divergence.
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Figure 2.2. : A services process example

(Source: Shostack, 1987; 36)

Shostack (1987; 36) called this services marketing process blueprinting.
The Figure 2.2. shows the blueprints of a bank’s service marketing process. A
blueprint shows all the process steps and divergence for a specific service.
Figure 2.2. is a bank’s service process which is complex but standardized. The
main difference between the blueprinting and standard operations flowchart is
that in through a blueprint the customer and the customer’s actions are showed
on the same diagram, therefore the whole design of the service operation can be
seen from a customer’s eyes (Brown et.al., 1994; 35). This type of service
process is highly standardized and seems not to allow the employees any
freedom to modify the service any way, however this may not be occur in the
real workflow where some divergence will happen in the process which is the

essence of a service process.

The main focus in service competition is the continuous management of
the series of moments of truth in service processes, as well as adequate support

from managers and supporting functions and from investments in technology,
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operations and administrative systems (Gronroos, 2006; 372). The service
encounter also plays a critical role in the service process where the buyer and

the seller make an interaction for the service offer.

According to Lovelock (1996; 28), there are four core service processes;
people processing (customers take place throughout the service delivery, e.g.
hairdresser), possession processing (the customer is not involved in the service
delivery, but the purchased good is involved, e.g. cargo companies), mental
stimulus processing (services that interact with people’s minds, e.g. education),
information processing (intangible actions to customers’ possessions, e.g.

management consulting).

2.7. MAJOR RESEARCH USES FOR SERVICES MARKETING

There are several research methods used in services marketing. The more
important ones are (Palmer, 1994; 103): research into customer needs, research
into customer expectations, customer-perception studies, monitoring of service
delivery, customer survey, similar industry studies, research into service
intermediaries, key client studies, customer panels, transaction analysis,

analysis of complaints, employee research.

2.8. INTERNATIONAL SERVICES MARKETING

International services can be defined as deeds, performances, efforts,
conducted across national boundaries in critical contact with foreign cultures

(Clark et.al., 1996; 15).

The challenges in the global market for marketing services internationally
are; legal barriers (border restrictions, discriminatory laws, subsidies,
intellectual property rights), cultural barriers (language, values and attitudes,
manners and customs, material culture, aesthetics, educational and social

institutions) (Zeithaml & Bitner, 1996; 417).
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The company aiming to enter foreign markets should consider the
international marketing’s multiple environmental components which are
economic environment, political environment, cultural environment, and legal
environment. The economic environment affects the countries’ economic
development level and the economic dimensions of marketing like living
standards, changes or dynamics in the consumption-production-distribution
systems, natural resources, and the geography embracing the climate. The
political environment affects the company through the political system
(stability, religion effect, currency control, tax and price controls etc.) and
should be considered as a changing environment by the companies. The
cultural environment affects the product and pricing because of the differences
in basic marketing components such as consumer behavior, attitude, value
judgments, and decision making. Finally the legal environment affects the
company through legal issues like competition laws, packaging laws, price
control, patent rights (Oktav, 1994; 41). The entry modes of the services
companies for the international markets are direct export, joint venture,
licensing, franchising, joint ownership ventures, management contracting, and
acquisition (Cowell, 1988; 271), client-following mode, market-seeking mode,

and electronic marketing mode (Gronroos, 1999; 292).

Clark et.al. (1996; 12) classify international services into four categories:
a) contact-based services: people engage in international transaction, e.g.
consultancy services; b) vehicle-based services: services marketed abroad via
communication channels (e.g. raw data processing); c) asset-based services:
commercial service ideas marketed via foreign direct investment e.g. banks;
d)object-based services: physical objects permeated with service e.g. computer
software. The service that is intended to be served abroad should be carefully
overviewed so that the citizens accept a company with a foreign identity. The
ethnocentrism, which means consumers who have nationalistic tendencies

prefer domestic goods or services, may affect the service to be accepted. Also
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sometimes governments can also cause some problems for the international

companies (Cowell, 1988; 294).

Companies aiming to internationalize their services should keep up with
the technology advancements. Through developed information technologies,
companies can widen their services area, increase the availability of services,
and fasten the service delivery. Also with the help of information technologies,
services companies can increase customer data and therefore apply CRM for

foreign customers (Rajshekhar & White, 2002; 579).

2.9. CRM AND SERVICES MARKETING

Services marketing and CRM have tight bonds within each other which
stem from the customer-centered view of both CRM and services marketing.
Services are delivered through employees, franchises or electronics. The main
focus is the customer and the salespeople try to increase the customer
satisfaction through relationship marketing tools. The services process occurs
interdependently and simultaneously within the producer and the buyer,
therefore CRM tools can be an opportunity for the company to create

competitive advantage.

The increasing importance and popularity of CRM is due to several
factors. One of the most important factors is the increasing growth of the
service economy. The services are produced and consumer at the same time,
with reducing middlemen. Therefore an emotional bond is developed between
the producer and the consumer which creates the necessity of maintaining long-

term relationship with the customer (Parvatiyar & Sheth, 2001; 6).

Ballantyne (2006; 73) reviewed three perspectives on service
management and marketing and reviewed their views about CRM in services.
He discussed three main publications (Berry, L.L. (1999). Discovering the Soul

of Service: The Nine Drivers of Sustainable Business Success, Free Press: New
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York., Gronroos, C. (2000). Service Management and Marketing: A Customer
Relationship Management Approach, Wiley: Chichester., Storbacka, K. and
Lehtinen, J.R. (2001). Customer Relationship Management: Creating
Competitive Advantage through Win-win Relationship Strategies, McGraw-
Hill: Singapore) and made some discussions. He states that (leaning upon
Storbocka & Lehtinen (2001) there are three main customer relationship cycle
phases. The establishing phase consists of the gathering of customer knowledge
and building an emotional relationship. The enhancing phase consists of
shifting the relationship from the satisfaction focus to strong relationship bonds
focus. The ending phase consists of the complaints of the customer and the
signals that the relationship between the customer and the service provider will
end. The complaints are actually an opportunity for the company at this phase

for taking future preventions and precluding these complaints.

Service companies use several strategies to keep relationships with the
customers (Palmer, 1994; 164):

. To create the desire for customers to form a long-term relationship
with the company, at the beginning, the service companies use some pricing
strategies such as offering low introductory prices to gain the disloyal
customers.

e Many service companies record information about customers in order
to predict their future needs.

e Incentives are used for frequent users to develop short-to medium-
term loyalty (e.g. airlines)

e Some companies turn discrete services to continuous services (e.g.
bus companies offering season tickets)

¢ Financial incentives are given to customers as a reward for
maintaining relationship (e.g. reduction of price for future service).

e Some service companies provide non-financial incentives rather than
price discounts (e.g. membership club advantages).

e Some service companies gather customer preferences individually in

order to tailor their future needs (e.g. hotels).
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Another CRM tool that service companies (especially companies in the
finance sector) frequently use is event-based marketing which means deducting
information from customers’ purchase and personal behavior through some
rule-sets. According to Twogood (2002; 4), there are four main types of events;

1) Simple events; these are simple events, such as life-stage and lifestyle
changes, product purchases, and professional life changes (e.g., job change,
promotion, relocation). A rule set for this type of event would be; show me
everyone whose year-to-date purchases have reached $1,000, or show me all
the people who purchased a specific product last month.

2) Complex events; Complex events are based on marketing responses to
changes in customer behavior over time. A rule set for this type of event would
be; increase or decrease in spending direction over time, recognize and reward
a spending increase, or determine attribution to campaigns or sales to a certain
channel.

3) Real-time events; There are two types of real-time events: real-time
scoring and real-time delivery. Real-time scoring is a web-based interaction
which is up-selling or cross-selling a customer another product during the
purchase session. Real-time delivery is integrating the communication
channella and when a customer gets in touch with one of these channels, a
personalized offer is made to the customer. Examples of real-time events are; a
complaint e-mail received from a customer could be quickly transmitted to the
outbound call center, allowing immediate remedial action, or a customer visits
a bank web site to check mortgage rates for refinancing, then later while
interacting at the ATM, receives a message from the bank offering a special
mortgage rate package or offer due to her customer status (multiple channel).

4) Sophisticated events; These are events that have considerable
importance in the customer’s life and occur at one moment. The marketer
should specify these moments in order to know the customer closer, create a
value for the customer and anticipate beforehand. These events can be; first
usage of e-channel, decrease in usage of cellular phone, or changes in payment

history.
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The service companies can gain profit through making customer feel that
there is something special with the interaction made between them and the
company, therefore by gaining loyal customers through satisfaction, service
companies can increase their revenues (Gronroos, 2006; 7) because the
company builds different types of bonds with the consumers. These bonds are
legal bonds (e.g. contract made between the customer and the service provider),
economic bond (e.g. relationships based on price reductions), technological
bond (e.g. the use of specified dealer for repairs/maintenance and/or original
spare parts from manufacturer or retailer resulting from the purchase of a
specific brand), geographical bond (the bond resulting from the lack of
transportation), time bond (e.g. using a service provider because of suitable
business hours), knowledge bond (e.g. maintaining the relationship with a
doctor who knows the customer’s medical history), social bond (occurs when
the customer and the service provider know each other), cultural bond (bonds
resulting from the customers being themselves committed to a subculture and
making their service provider choices according to their subculture),
ideological bond (customers may prefer certain service providers because they
cope with their personal values), psychological bond (e.g. brand image may
affect the customers’ service provider choices) (Liljander & Strandvik, 1995;

17).

The maintained relationship between the company and the customer
provides the customer additional benefits besides the provided service.
Gwinner et.al. (1998; 104) state that customers gain some other benefits like
social benefits (forming a friendship with the service provider, fraternization,
personal  recognition),  psychological  benefits (reduced  anxiety,
trust/confidence), economic benefits (discounts/price breaks, time savings) and
customization benefits (preferential treatment, additional services or

consideration, history development).

67



A service company aiming to develop CRM practices has to consider its
internal marketing programs comprehensively. The internal marketing’s aim is
to market the product firstly to the employees before launching to the market in

order to predict consumer needs.

Before executing the internal marketing programs, to make the company
more customer-oriented and increase the performance of the employees, the
company should follow some steps. Firstly the management support should be
provided, managers should see the internal marketing process as an ordinary
routine and should encourage the employees on creating new ideas about
customer service and marketing. Secondly, the employee’s should be educated
about their customer relationship responsibilities in their job descriptions and
this education should be thought as a process where the employees will learn
the corporate culture, what is expected from them, how to behave and why to
behave like this. Thirdly, the internal communication should be increased
through corporate bulletins, brochures, yearly personnel reports etc. And can
serve as a mechanism in which the companies can manage their internal
marketing strategies. Fourthly, the employee management should be shaped
around integration between the marketing management and personnel because
the employee is one of the most important components of services marketing
mix. Finally, the external activities such as advertisement, personal selling, and
public relations also affect the internal marketing process and the employees.
The employees that are in contact with the customers are said to be the
secondary followers of the advertisements and through drawing their attention

they can give some messages to the employees (Oztiirk, 1996; 92).

2.10. CRM AND MANUFACTURING

CRM is a widely used strategy for service companies but has applications
also in the manufacturing industry. Bull (2003; 601) conducted a study on a
UK-based manufacturing company and analyzed the results after the CRM

implementation. According to the study the manufacturing companies can gain
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a significant amount of benefits from CRM implementation through targeting
customers and creating customer knowledge. The manufacturing company in
this study has been able to arrange the customer data but experienced
difficulties sourcing from the CRM software. Lin et.al. (2006b) also
constructed a study on two manufacturing companies (steel & textile) through
the knowledge management focus. It is stated that there are a number of lessons

manufacturing companies can take from CRM and knowledge management.

Osarenkhoe & Bennani (2007; 155) conducted an exploratory study of
CRM implementation in a Swedish software study showing the importance of
customer-centric business management, efficient administration of resources,
and the involvement of the employees in the CRM project, commitment from
the top management, systematic communication activities and customer loyalty

training programme for the employees.
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CHAPTER 3
A FIELD STUDY AND FINDINGS
ON SELECTED SERVICE SECTOR COMPANIES

3.1. THE PURPOSE OF THE STUDY

CRM is a widely used strategy, especially in the service sector, for
shaping the companies’ marketing strategies. The companies are aware of the
situation that acquisition of new customers is much more costly than keeping
the existing customers. Forming a long-term relationship with the customers
and increasing the profits through customer retention have been the business
focus of the companies. Therefore, the purpose of this study is to analyze to
what extent service companies and one manufacturing company use CRM

strategies for shaping their marketing strategies.

3.2. METHODOLOGY

This is an exploratory study because the study aims to find answers to the
research questions “how?” and “why?” and at the same time a descriptive
study because the study explains current CRM practices within the service

sector.

The study uses the in-depth interview method. In-depth interviews are
considered to be the most valuable data collection method when the aim is to
investigate the underlying meaning of complex phenomena and processes
(Lincoln & Guba, 1985). A questionnaire is developed taking the CRM
literature and similar studies conducted (Dibb & Meadows, 2004; Blery &
Michalakopoulos, 2006; Lindgreen & Antioco, 2005) as the base and the
questions were left as broad as possible to make the respondents comfortable
about answering the questions and providing as much information as they can.
The questionnaire consisted of 28 questions about four aspects of CRM;
company, customer, employees, and technology and these questions were in

three forms: open-ended questions, Likert type questions, questions asking the
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importance level. The Likert scales used are; (1= strongly disagree, 2=
disagree, 3= neither agree nor disagree, 4= agree, 5= strongly agree), (1= not
beneficial at all, 2= not beneficial, 3= nothing can be said 4= beneficial, 5=
very beneficial), (1= never used, 2= rarely used, 3= sometimes used, 4=
frequently used, 5= most frequently used), and (1= very little extent, 2= little

extent, 3=some extent, 4= great extent, 5= very great extent).

3.3. DENIZBANK

Denizbank was originally established as a state owned bank in 1938 on
the purpose of helping the newly developing Turkish maritime industry. In
1992, the government made a decision and merged Denizbank with
Emlakbank. In 1997 Denizbank has been privatized and acquired by Zorlu
Holding. In 2004, 25% of Denizbank shares were offered to the public.
Finally on May 2006, the remaining 75% of the shares were sold to Dexia, a
well-known European financial group

(http://www.denizbank.com.tr/EN/AboutUs/, retrieved on 17.07.2007).

Denizbank’s product range is; banking services (retail, private,
agricultural, business, commercial, corporate), credit cards (Denizbank bonus
card, Denizbank credit card, Miles & More, Sea & Miles, Business Card,
Virtual Card), loans (Overdraft Account, Home Loan, Cash Loans, Eximbank
Loans, Non-Cash Loans), investment (Mutual Funds Yields, Denizbank
Mutual Funds, Futures and Options Exchange, Mutual Funds Based
Products), insurance (automobile insurance, house insurance, business
insurance, individual insurance, foreign travel insurance), pension
opportunities, online banking, call-center, kiosk banking, ATM Banking, and
Mobile Deniz (http://www.denizbank.com.tr/TR, retrieved on 17.07.2007).
Denizbank’s vision statement is; “Denizbank envisions becoming one of the
largest five banks in Turkey and the foremost financial institution in the
region defined as the Middle East, Balkans, Caucasus and CIS countries

through sustainable and profitable growth”
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(http://www.denizbank.com.tr/EN/AboutUs/Vision/, retrieved on
17.07.2007). Mission statement is; “To enhance shareholder value by

employing a supermarket approach to financial services, thus ensuring

satisfaction to shareholders, employees and customers”
(http://www.denizbank.com.tr/EN/AboutUs/mission/, retrieved on
17.07.2007).

Five managers were interviewed in Denizbank. The departments
interviewed were; Alternative Distribution Channels, SME Banking
Marketing, CRM, Agricultural Banking and Retail Banking. All the positions
of the respondents were at the manager and vice manager level. This situation
is important in terms of the capability to provide information about the bank’s

CRM strategies. The CRM in Denizbank has started three years ago.

The CRM definition provided by the respondents seem to be consistent
with each other but slight disparities were observed within the departments
which route from the differences in the core business focuses of the
departments. SME Banking Marketing defined CRM by emphasizing on
reaching the right customer via the right channel because all the channels
vary in terms of costs and continued stating that CRM is a mechanism
constructed to provide deserved service to deserving customer and is related
with customer segmentation. Retail Banking defined CRM as the
standardization of the service provided to customers through internet, call
center in the aim of making the customers satisfied. The Agricultural Banking
has defined CRM as a process that enables them to differentiate themselves
from their competitors. The CRM department’s definition consisted of all the
definitions made and covered all issues considered by the departments. Their
definition is; “CRM is being able to reach the right customer with the right

channel and present a product that fits his/her needs”.

The channel consumption and the customer segmentation is the major

focus of Denizbank’s CRM strategies. Each customer is not at the same value
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in terms of yields. That is why they attempt to make the customer bring the
highest yield with lowest cost through segmenting the customers according to
their values and specify the channels the bank should reach them because a
good cost management also has to be done. For example a customer that only
uses Denizbank credit card and uses branches means high operational cost for
the bank. So they are trying to make that customer make his/her transaction
over internet, call-center, kiosks etc. (creates a 1/10 & 1/20 cost advantage for
the bank). They are directing the customers to alternative distribution
channels so that the bank will be able to recover the operational cost of the
branches by focusing on more valuable customers that will bring higher
yields. They are bearing higher operational costs in order to keep the

customers that have higher total business size.

Table 3.1. : Priorities, objectives, driving forces of CRM for Denizbank

2)Priorities, objectives, driving forces of CRM (a) (average) 3,6
2)Priorities, objectives, driving forces of CRM (b) (average) 4,6
2)Priorities, objectives, driving forces of CRM (c) (average) 4,8
2)Priorities, objectives, driving forces of CRM (d) (average) 4,2
2)Priorities, objectives, driving forces of CRM (e) (average) 4,4
2)Priorities, objectives, driving forces of CRM (f) (average) 4,2
2)Priorities, objectives, driving forces of CRM (g) (average) 4,0
2)Priorities, objectives, driving forces of CRM (h) (average) 3,2
2)Priorities, objectives, driving forces of CRM (i) (average) 1,5
2)Priorities, objectives, driving forces of CRM (j) 5,0
2)Priorities, objectives, driving forces of CRM (k) 4,0
2)Priorities, objectives, driving forces of CRM (1) 4,0

The priorities, objectives and the driving forces of CRM for Denizbank
are “forming a long-term relationship with the customer” (4,8 on average),
“increasing profit margins” (4,6 on average), “keeping the existing customer”
(4,4 on average), “increasing customer-based profits” and “acquiring new
customers” (4,2 on average each), “widening the product range” (4 on
average) were agreed by the respondents. “Decreasing the costs” (3,6 on
average), “using CRM to compete with the competitive environment and
because the competitors use CRM” (3,2 on average) were responded as

“neither agree nor disagree” because they stated that decreasing costs were
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important but when compared to other objectives, forming a long-term
relationship through keeping the existing customers, decreasing costs were
less preferential. “Increasing service quality” (5 on average), “decreasing
customer complaints” (4 on average) and “defining the customer correctly” (4
on average) were stated as other forces by some respondents and were added

to the questionnaire for the later interviews.

Keeping the existing customers is more important for Denizbank than the
acquisition of new customer which is the originating point of CRM. Only the
Agricultural Banking stated that acquisition of new customers has more
priority for them and the reason for this is the department is new for
Denizbank and they are aiming to increase the total business size with new
customers. Although the cost management concerns were stated as low in
terms of agreement level, when the definition of CRM made by the
respondents is analyzed, there occurs a conflict between these statements.
Routing from the definitions made by the respondents and the interviews
conducted, the most frequently stated reason for applying CRM was
“reaching the right customer with the right product, through the right
channel”. The channel, especially, was stated as very important because when
doing business via branches causes high operational costs for the bank and to
decrease these costs what Denizbank is doing is, directing a customer, which
is not so profitable for the bank, to alternative distribution channels (internet
banking, call-center, kiosks etc.) and bearing the high operational costs for

the high-profit customers.

The operations that are related with CRM in Denizbank are orderly;
marketing, sales, customer services, IT and human resources (they arrange
which sales people will visit the specified customers). With CRM, some
changes have occurred in Denizbank’s operations. They focused on the
portfolio managers in the branches and changed their job descriptions. They
started to deal with specified customers and the number of the customers

within their responsibility decreased consequently the productivity of the
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portfolio managers increased. After the CRM implementation, they started to
make utility analysis of a new product, which means making market
researches before launching a new product. The aim is to launch the correct
products which target the consumers’ needs. Besides utility analysis,
Denizbank started to make focus groups with the customers before launching
a new product. They started to conduct “secret customer survey” that aims to
measures the branches’ productivity once a year which is done by an
independent research company. The steps of the changes that happened after
CRM are; 1) All the technological infrastructure changed (they wrote their
own CRM software, named Internext), 2) they moved to work-flow
management, all the work flow processes were surmounted in the aim of
responding the customer in the fastest way, 3) all the branches are being
renovated in order to make a physical environment that makes customer feel
trust and comfortable, a more genuine environment is being created, 4) more
investments are being done to human resources. Last year Denizbank gave
four days of education per employee which was far above the country
average, 5) alternative distribution channels are started to be analyzed in
more details. If a customer waited so much when he/she uses call-center, they
immediately hired a new call-center employee. Totally on yearly average

Denizbank made $50 million investment for CRM.

The most frequently stated barrier for CRM in Denizbank was the
“insufficient technological infrastructure” which shows in accordance with
the literature. The “corporate culture” and the “financial support” were
considered as a barrier following the technological infrastructure. One of the
other barriers for CRM mentioned by the respondents that is not mentioned in
the survey was the “dirty data” problem. It was stated that so much time was
spent on data cleansing. There were duplicated records of the customers, one
customer having a several accounts in several branches of the bank had to be
combined into one data. For example, there were customers naming like
“Fatma” but seen as male. Therefore several modifications are done in the

system. The data areas of the customers are made obligatory so the employee
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cannot enter missing or null data. This development changed the way of
doing business among the employees and they understood the importance of

true and clean data.

Denizbank states itself a customer-focused company rather than a
customer-centric company. The reasons stated are; a) Denizbank has a multi-
client and regulative structures, b) Denizbank works around the product and
segment the customers according to this product consumption and try to
differentiate itself from other banks through increasing service quality, which

is why Denizbank is stated as a product/service centered company.

Table 3.2. : Critical points of CRM for Denizbank

7)Critical points for CRM (a) (average) 7,0
7)Critical points for CRM (b) (average) 5,3
7)Critical points for CRM (c) (average) 7.3
7)Critical points for CRM (d) (average) 1,8
7)Critical points for CRM (e) (average) 3.3
7)Critical points for CRM (f) (average) 1,5
7)Critical points for CRM (g) (average) 4,0
7)Critical points for CRM (h) (average) 4,0

The most importantly stated critical points in Denizbank are “the validity
of a strong information technology infrastructure” (1,5 on average) and “top
management support” (1,8 on average). It is stated that top management
support is very important during the CRM implementation and Denizbank is
not experiencing any discourages about this issue, the respondents state that
they are being motivated by this support. For example, the general manager
sends the employees e-mails talking about haw successful they are and

encourages them.

Denizbank employees are mostly the people that have been bankers for a
long time. They have come to Denizbank from other banks and therefore

brought some know-how to the bank. The respondents state that other banks
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are more or less using the same system and this reality provides the
opportunity to Denizbank to make competitor analysis. The related
departments analyze competitor periodically. For example, Denizbank was
the first bank that started to give credit card codes through SMS last year

which was a result of competitor analysis.

Denizbank experienced several changes within the company since CRM

implementation;

1. Premium system has been brought for the employees in the field in
terms of reaching the targets and product sales. They started to take premium
according to the work they do. The bank center directed them to the specified
people to whom they should sell a specified product, therefore they started to
sell easier and with the same effort they started to make more sales,
consequently their productivity increased.

2. Customers became more satisfied and happier because now Denizbank
knows what type of customer they are targeting and therefore they offered the
customers some products at the same time they did not offer them other
unrelated products which creates a service differentiation for Denizbank.

3. Serious increase in sales is observed because the response rates
increased. The sales people started to reach the customers that show higher
probability to buy the product. At the end of 2005 Denizbank’s “customer
permanence ratio” was 74% whereas now this ratio has reached 94%. To
calculate this ratio they analyze the customer's business volume and product
consumption. They also conduct “customer satisfaction” surveys periodically.

4. They started to focus on customer segments and hereby they changed
the campaign screens of portfolio managers. They started to show which
customers have propensities to which products. And also they started to show
the channel that the portfolio manager should reach the customer. For example
on the screen it is said that this customer has the propensity to buy investment
fund and communicate with this customer through face-to-face interview
because this is a valuable customer. The other group of customers' campaign

management has started to be done as mass from the bank center.
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Figure 3.1.: Denizbank’s Customer Segmentation

(Source: An interview with Denizbank, General Directorate manager [stanbul
(2007))
Denizbank shapes its marketing strategies according to their customer
segmentation model. They call “products and services designed according to

segments” instead of one-to-one marketing and started in February 2007.

Denizbank follows different marketing strategies for each segment. For
the “red” segment, they follow “keeping” strategy because these are the most
valuable customers for the bank which have large business volume and high

product consumption. For the “blue” segment, they follow “selling” strategy
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which means keeping the ongoing relationship whereby at the same time
increasing assets through selling. The respondent quoted that the reason for
this is if no inheritance is left to the customer from his/her parents; he/she can
reach a considerable asset only after the age of 40 that is why they are trying
to move them to the red segment in the future. For the “yellow” segment,
they are using the “touching” strategy which means the bank is only

following these customers and touching when necessary.

In the yellow segment there is the “inactives” group (7" group) which is
the customers who have opened an account sometime in Denizbank but have
not made any transaction since that time. There is also “transactors” 6"
group) in the yellow segment which are using the bank’s products but the
total business size is small, for example the students. They are active users of
the bank but they either do not have enough money or they have money in
other banks. The last group in the yellow segment is the “credit card group”

(5™ group) that only use Denizbank credit cards.

In the blue segment there is the “loan group” (4™ group) that only use
Denizbank loans. The other group in the blue segment is “actives” (3" group)
are both using variety of the bank’s products and have average business

volume.

In the red segment there is the “stars” (2" group) that have high business
volume but have low product consumption. The other group in the res
segment is “super stars” (1*' group) which are the most valuable customers of
Denizbank because they both have high business volume and use variety of
the bank’s products. Denizbank is inside the lives of these customers in

various ways.

There is Deniz Selection at the top of all the segments. Deniz selection
consists of specified customers and contains some social utilities like flight

ticket, emergency services, concert organization etc. This segment consists of
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some customers from segments 1 and 2. Deniz Selection is something
separate from "private banking". Private banking considers the total business
size whereas Deniz Selection consists of customers that the bank thinks are

special for them.

The general strategy on this “game plan” is moving all the segments
upper and right. For all the segments the main aim is increasing the business
volume whereby at the same time increasing the product consumption. But of
course more attention is given to the red segment because the pareto between
these segments in terms of return to the bank is 89,5 (red)/10,5 (blue&yellow)
which is a very strong pareto, stronger than the 80/20 rule stated in the
literature which can cause some possible dangers for the bank in the future
because if one customer from the red segment ends the relationship, this
situation can cause high amount of loss for Denizbank. This strong pareto
caused some changes to occur in Denizbank. Most importantly the sales
strategies have changed. All the sales people's job definitions have changed
according to this segmentation. The sales to the yellow segment has started to
be done through the center and directed the salespeople to the red and the
blue segments. The screens of our sales people are changed in the aim of
making the screens more flexible to give detailed information about the
customer. The reason stated for this change is that the salespeople may
change and the new salesperson may not know the customer. On these
screens there are information about communication, product information
(which products of the bank the customer uses), activity (aktiflik) (customer
may use that product but does he/she use it in active way?) and propensities

(what kind of products does the customer have the propensity to buy?).

The first critical success factor for this strategy is stated as forming this
game plan and identifying the customer segments correctly. The second critical
success factor is the contact management because one of the main reasons for
pulling the yellow segment from the salespeople is these customers have high

operational costs for the bank and the strategy is forwarding these customers’
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banking operations to internet banking, call-center and the kiosks. A correct

contact management saves high operational costs for the bank.

Denizbank recently launched a new product “tecriibenize kredi” (loan for
your experience) which targeted specific segment that is the small and medium
sized enterprises (SME) aiming to give loan to SMEs according to the duration
of the business. This new product is an example for Denizbank’s personalized
marketing strategies because some tailoring on the product is done for the
customers. For example, for the medium sized enterprises, loans with different
payment plans are offered and the payments are adapted according to these
customers' cash flows. The critical success factor specified is identifying the
customer's needs correctly. These needs are identified (for the SME Banking
Marketing department) through branch visits, customer visits and research
(artisan chambers, chamber of commerce etc.). The respondent quoted that
Denizbank's "tecriibenize kredi" actually already existed both within Denizbank
and other banks but nobody launched this loan by emphasizing on the
experience. They put matrix, scorecard behind this product, and said that to a
company with 5 years old they will give a specified amount of loan, for a
company with 15 years old they will give a specified amount of loan. These
results are reached from the analysis of internal customer data. For example,
they brought the three year old companies into a common denominator and said
that these types of companies need this amount of loan on average.
Furthermore some other financial data are also considered such as, the
company's indebtedness, whether the company had any problem in paying
credit card debts etc. The same situation is valid for the newly opened
Agricultural Banking department. The new product “liretici kart” (producer
card) offers several advantages to the people working in the agriculture sector.
Tailoring is done for different customers according to their business volume

and value to the bank.

Denizbank is trying to apply “life cycle banking” which is the attempt of

being in the life of our customers at every stage of their life. This starts with
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money-box account in small ages, education insurance, education loan, loan for
marriage. The aim is forming long-term relationship. Denizbank, when the web
site is analyzed, has not yet paired the products with the life stages of the
customers but has products directing different life stages of the customers (e.g.
home loans, car loans, consumer loans) but these are not sufficient for applying

“life cycle banking”.

Denizbank does not calculate customer lifetime value or any other
customer value calculations mentioned in the CRM literature (e.g. share of
wallet). Instead, they calculate the business volume of the customer and make a
judgment accordingly. Agricultural Banking takes farmers’ data from ministry
of agriculture, agriculture directorate, chamber of agriculture, stud federations,
agriculture cooperatives etc. They are making intensive village visits, company
visits, keeping ongoing relationship with the companies that farmers get in
touch with. All the data collected from these sources give Agricultural Banking
an idea about the companies whether they are small or medium sized and
accordingly the loan amount is specified. To calculate the payment periods,
they gain information from the places where the farmer makes trading. To learn
the farmers’ agricultural volume, they gain information from the places and

companies where they use their products.

Table 3.3.: Benefits of CRM in terms of customers for Denizbank

13)Benefits of CRM in terms of customers (a) (average) 4,5
13)Benefits of CRM in terms of customers (b) (average) 5,0
13)Benefits of CRM in terms of customers (c) (average) 4,0
13)Benefits of CRM in terms of customers (d) (average) 4.5
13)Benefits of CRM in terms of customers (e) (average) 4,0
13)Benefits of CRM in terms of customers (f) (average) 3,7
13)Benefits of CRM in terms of customers (g) (average) 5,0
13)Benefits of CRM in terms of customers (h) (average) 4,0
13)Benefits of CRM in terms of customers (i) (average) 3,0

In general terms CRM has been beneficial for Denizbank from the
customers side. Denizbank mostly benefited from CRM in terms of customer in

“increasing customer loyalty” and “keeping the existing customers” (5 on
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average each). The following benefits observed are; “forming a long-term
relationship with the customer” (4,5 on average), “increasing the customer
value” (4,5 on average), “getting to know the customer closer through direct
communication” (4 on average), “providing the customers personalized new
products/services” (4 on average), “decreasing the customer complaints” (4 on
average). “Acquisition of new customers” (3,7 on average) fell behind “keeping
the existing customers” (5 on average) which implies that Denizbank has

gained benefits from CRM in terms of customers.

The performance of the employees in Denizbank is evaluated in terms of
target realization and premium system. The performance of the sales people
that are directed to the blue segment are evaluated largely according to the new
product sales and their premium system is designed accordingly. Increasing the
business volume is also important, but the weight is smaller (the reason is the
“selling” strategy aimed for this segment). The performance of the sales people
that are directed to the red segment is evaluated according to keeping the
existing customer and increasing business volume (the reason is the “keeping”
strategy aimed for this segment). In terms of reward system there is a premium
system called PUPA (performansa ulasan paray1 alir; the one who reaches the
performance gets the money). The most important benefit gained from CRM in
terms of the employees was increasing the employees’ performance,
effectiveness and motivation. Denizbank observed a certain increase in the
productivity of the employees because they now know whom to sell Denizbank

goods and services.

Denizbank uses data mining, data warehouse, data marts and OLAP as
CRM tools at the strategic decision making stage. The historical construction of
these tools was; 1) data warehouse construction, 2) interfaces were written for
data marts; 3) propensity analysis was done. Propensity analysis is specifying
the common characteristics of the current customers that use a specific product
and then the identification of the customers who show these characteristics but

do not currently use that product. A rule set like the customers that have credit

83



card, that are over 30 years of age, that draw cash 4 times per month tend to use
time deposit with 82% probability. The customers that show the same
characteristics but do not currently use time deposit are identified. The resulting
customer data pool is directed to the call-center or the branches to offer the
product and according to the results of Denizbank, a very high percent of the
customers (6/10) which they offer the product, accept this offer. The aim is
gaining more output with the same energy. The propensity analysis can be an
example of cross-selling that is a widely used strategy in CRM. The same
analysis is done for the widely used “propensity to leave” analysis in CRM
literature, whereas it is named as “attrition analysis” in Denizbank. This is the
identification of the customers that have the propensity to leave the bank. The
common characteristics of the customers that have worked with Denizbank
some time, but left Denizbank are specified. Then, the current customers that
show these common characteristics are identified. This analysis shows that
these customers may leave the bank. The data of these customers are declared
to the branches and warn them that these customers may leave the bank;
consequently the branch gets in touch with these customers. Some of the
characteristics of the customers who have left the bank may be decreasing the
product consumption, or automatic bill payment may be the most important
product for the customer but now he/she drops this product. This analysis is
used for measuring the opportunity cost of Denizbank in terms of customers as
if these customers did not leave the bank, the balance sheet would have been
higher in certain amounts of unit. SPSS-Clementine is used for these data

mining processes.

Denizbank also measures channel consumption intensity which means
calculating the frequency of the channel consumption of the customers. The
results from this analysis give the bank an idea about which channel to use for

campaign management.
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Table 3.4.: Communication channels consumption frequency of

Denizbank
19-a)Channel consumption frequency (a) (average) 4,7
19-a)Channel consumption frequency (b) (average) 5,0
19-a)Channel consumption frequency (c) (average) 5,0
19-a)Channel consumption frequency (d) (average) 1,0
19-a)Channel consumption frequency (e) (average) 4,0
19-a)Channel consumption frequency (f) (average) 32
19-a)Channel consumption frequency (g) (average) 3,2
19-a)Channel consumption frequency (h) (average) 3.3
19-a)Channel consumption frequency (i) (average) 5,0

The most frequently used channels for communicating with the customers
are “call-center”, “face-to-face interviews” and “mobile communication tools”
(short message service/SMS) (5 on average each). The fourthly most frequently
used channel is “the internet”. (4,7 on average). This result, even though the
average is close to 5, shows that Denizbank should increase the consumption of
the internet channel and internet banking. Word-of-mouth marketing is the
leastly used communication channel. Only the Agricultural Banking
department uses the word-of-mouth marketing through getting in touch with the
“leader farmers” in the villages and explaining the products/services of
Denizbank firstly to them. In return, these “leader farmers” spreads this
information to the farmers and the “leader farmers” gain some benefits from

this situation in terms of loan payments or amounts.

Table 3.5.: The customer centricity of the communication channels of

Denizbank
19-b)Channel customer centricity (a) (average) 4.5
19-b)Channel customer centricity (b) (average) 4.5
19-b)Channel customer centricity (c) (average) 5,0
19-b)Channel customer centricity (d) (average) 1,5
19-b)Channel customer centricity (e) (average) 4,2
19-b)Channel customer centricity (f) (average) 3,0
19-b)Channel customer centricity (g) (average) 3,0
19-b)Channel customer centricity (h) (average) 3,0
19-b)Channel customer centricity (i) (average) 3,0

85



The frequently used customer communication channels of Denizbank
(call-center, face-to-face interviews and mobile communication tools (SMS))
can be said as customer-centric except for the SMS (3 on average). This
situation shows a conflict with the bank’s strategies because the SMS is one of
the ways to offer the customers new products and the messages sent to the

customers should be personalized and customer-centric.

Denizbank uses several methods for measuring the CRM’s efficiencys;

o Sales figures and business volume,
. Break-even analysis for campaigns,
. Customer profitability (reducing the revenues gained through

product and consumption and the bank's total operational and fixed variable
costs into customer base),
. Customer permanence ratio,
. New customer acquisition.
These methods show that Denizbank gives importance on keeping the
existing customer whereby at the same time aiming to acquire new

customers.

Denizbank does not provide all employees the same amount of customer
information. If the viewed customer information is listed in order from the most
to the least the branch, sales people, call-center becomes the order. There is a
flexibility provided to the employees working in the contact points in terms of

adding extra customer information (e.g. the team he is fan of).

Denizbank does not make any behavioral analysis of the customers instead
they use event-based marketing, which they call the “event trigger system”,
through following the customers’ accounts and spending habits. One
respondent stated that they continuously analyze the customers’ expenditures in
order to offer them new products. For example, if a customer has made foreign
travel expense, the bank offers Sea & Miles to the customer. Denizbank is

currently planning to upgrade this system to the level that, for example the bank
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will send a "may you recover soon" message through SMS to a customer that
makes hospital expenses and when that customer uses ATM (automatic teller
machine) there will be a message stating “may you recover soon, we have
increased your credit card limit”. Denizbank is also planning to integrate all the
CRM system with the technological infrastructure in full terms. All the
employees will be able to enter through SFA (sales force automation) and see
their daily targets, see which customers they have for their targets, enter
information in their own agenda, share these information and inform the bank

center.

The mostly expected benefit from CRM in terms of technology in
Denizbank is “decreasing the complex structure into one single platform and
providing convenient access”. The CRM technology should provide customer-
based single, true and updated information (showing the correct customer with

correctly matched product and channel).

E-CRM (electronic CRM), is effectively and widely used in Denizbank.
The click-stream analysis is done effectively and used for launching successful

campaigns on the web site.

Table 3.6.: Benefits gained from E-CRM (Denizbank)

27)E-CRM benefits (a) (average) 4,3
27)E-CRM benefits (b) (average) 3,3
27)E-CRM benefits (c) (average) 4,7
27)E-CRM benefits (d) (average) 5,0
27)E-CRM benefits (e) (average) 4,7
27)E-CRM benefits (f) (average) 4,3
27)E-CRM benefits (g) (average) 3,7
27)E-CRM benefits (h) (average) 4,0
27)E-CRM benefits (i) (average) 4,3
27)E-CRM benefits (j) (average) 4,0
27)E-CRM benefits (k) (average) 33

According to the answers given by the respondents, E-CRM has been
beneficial in specifying the marketing strategies mostly in terms of “increasing

customer satisfaction” (5 on average), “increasing company profits through
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customer loyalty” and “decreasing internal costs” (4,7 on average each).
Customer loyalty was the gained benefit from CRM and Denizbank is
successful in forming customer loyalty also through E-CRM. The interesting
result obtained from this question is the average of “better understanding of
customer needs” has not been gained as a benefit through E-CRM (3,3 on
average) because the communication channels integrated with E-CRM are an

opportunity for the companies to understand the customer needs.

Table 3.7.: Critical points of E-CRM for Denizbank

28)E-CRM critical points (a) (average) 4,3
28)E-CRM critical points (b) (average) 4,7
28)E-CRM critical points (c) (average) 4,7
28)E-CRM critical points (d) (average) 43
28)E-CRM critical points (e) (average) 4,3
28)E-CRM critical points (f) (average) 4,3
28)E-CRM critical points (g) (average) 4,7
28)E-CRM critical points (h) (average) 4,3
28)E-CRM critical points (i) (average) 4,0
28)E-CRM critical points (j) (average) 3,7
28)E-CRM critical points (k) (average) 4,3
28)E-CRM critical points (1) (average) 4,0

The critical points of E-CRM stated in Denizbank are “top

YA 1Y

management support”, “sufficient information technologies infrastructure”, and
“the content of the web site” (4,7 on average each). The benefits of E-CRM
mentioned in the CRM literature are observed by Denizbank and has been

successful in the technological aspects of CRM.

Denizbank applies successful CRM and E-CRM applications through
identifying customer segments and shaping its marketing strategies
accordingly. Denizbank uses database marketing heavily on grouping
customers, choosing the right product for the right customers and increasing
customer retention. Denizbank’s customer segmentation model is similar to the
customer segmentation model offered by Peppers and Rogers (2004) which was
constructed by taking the customer lifetime value as the base. Denizbank
currently does not make any customer lifetime value calculation and designed

the customer segmentation model according to the customers’ business size and
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product consumption. It would be a strategic move for Denizbank to make a
customer segmentation model taking also the customers’ lifetime values into
account. Denizbank is aiming to apply “life cycle banking” in full terms which
shows that Denizbank gives importance to forming long-term relationship with
the customers.

Denizbank puts so much emphasis on channel management. Besides
providing the right product to the right customer, the other major objective is
directing the customers to the right channel. This strategy can be helpful in
decreasing operational costs but, as it is also stated in the literature (Rheault &
Sheridan, 2002; 41), customers should have the incentive to use the offered
channels, otherwise this may result as a customer loss for Denizbank. Also
Denizbank can improve E-CRM activities in terms of gaining more benefits
from E-CRM, for example shopping pattern data can be taken as an input for
offering products to customers. When Denizbank is analyzed in terms of the
three components of CRM (operational, collaborative and analytical),
Denizbank is successful in integrating the CRM application throughout the

company.

3.4. HILTON

Hilton Hotels was founded by Conrad Hilton when he purchased his first
holed Cisco in Texas in 1919. Currently there are over 500 Hilton Hotels
worldwide and Hilton had over 147667 rooms. Hilton owns, manages and
franchises its hotel over the world
(http://www hilton.com/en/hi/brand/about.jhtml, retrieved on 17.07.2007). In
November 2000, Hilton Group and Hilton Hotels Corporation formed a joint
venture company to expand the Conrad brand of luxury hotels on a worldwide
basis. With the acquisition of Hilton International by Hilton Hotels Corporation
in March 2006, the Conrad brand is now the most global luxury brand within
the Hilton Family. The brand is headquartered in Hilton International’s

corporate offices in the UK
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(http://conradhotels1.hilton.com/en/ch/brand/history.do, retrieved on
17.07.2007).

Hilton opened its first hotel outside USA in Madrid in 1953 and Hilton
Istanbul was the second Hilton Hotel in Europe and opened in 1955. Currently
there are seven Hilton hotels in Turkey; Hilton Istanbul, Istanbul ParkSa,
Hilton, Adana HiltonSa, Mersin HiltonSa, Ankara HiltonSa, Hilton Izmir and
Hilton Kayseri (http://www.radikal.com.tr/haber.php?haberno=226056,
retrieved on 17.07.2007). Hilton Turkey provides opportunities like HHonors
program, Hilton Event Bonus, Reward Club, and Hilton Premium Card

(http://www hilton.com.tr/, retrieved on 17.07.2007)

Regional Director of Marketing (Eastern Europe and Eastern
Mediterranean) and National Sales Director were interviewed in Hilton
Istanbul. Both of the respondents were at the decision-making level of the

Hilton Hotels considering the CRM applications.

The definition of CRM made by the Regional Director of Marketing is;
“CRM means a loyalty program for us. CRM is all the studies we do to make
the customer stay at Hilton Hotels more frequently, make them loyal to Hilton
Hotels”. The definition of CRM made by the National Sales Director is;
“Keeping the existing customer is more important for us than the acquisition of
new customers. CRM is about keeping the existing customers and making them
spend more at Hilton Hotels and at the same time trying to acquire new

customers”.
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Table 3.8.: Priorities, objectives, driving forces of CRM for Hilton

2)Priorities, objectives, driving forces of CRM (a) (average) 4,0
2)Priorities, objectives, driving forces of CRM (b) (average) 4,0
2)Priorities, objectives, driving forces of CRM (c) (average) 5,0
2)Priorities, objectives, driving forces of CRM (d) (average) 4,5
2)Priorities, objectives, driving forces of CRM (e) (average) 5,0
2)Priorities, objectives, driving forces of CRM (f) (average) 4,5
2)Priorities, objectives, driving forces of CRM (g) (average) 3,5
2)Priorities, objectives, driving forces of CRM (h) (average) 4,0
2)Priorities, objectives, driving forces of CRM (i) (average) 4,5
2)Priorities, objectives, driving forces of CRM (j) (average) 5,0
2)Priorities, objectives, driving forces of CRM (k) (average) 3,0
2)Priorities, objectives, driving forces of CRM (1) (average) 4,0

The priorities, objectives and driving forces of CRM for Hilton that are
the mostly experienced are “forming a long-term relationship with the
customer”, “keeping the existing customer” and “increasing service quality”
(5 on average each). “Applying CRM because the head-office decided to
apply” was stated as 4,5 on average which is higher than stated in Denizbank
(1,5 on average). This is a different situation in Hilton which will be
explained later. The following statements that are agreed by the respondents
are “increasing customer-based profits” and “acquiring new customers” (4,5
on average each), “decreasing the costs”, “increasing profit margins”, “using
CRM to compete with the competitive environment and because the
competitors use CRM” and “defining the customer correctly” (4 on average
each). “Widening the product range” (3,5 on average) and ‘“decreasing
customer complaints” (3 on average) were stated as “neither agree nor
disagree” because the respondents stated that their product range is limited
and they cannot increase or decrease the number of products/services offered
but they can only make small modifications on the products/services offered.
Also “decreasing customer complaints” was not agreed by the respondents,
on the contrary, it was stated that through CRM applications the opportunity
of lodging complaints is given to the customer and this time an increase in the
customer complaints occur. “Keeping the existing customer” (5 on average)
was stated as more important from the “acquisition of new customer” (4,5 on

average) and was a driving force for Hilton.
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The operations that are related with CRM in Hilton are; marketing, sales
and customer services. Marketing department makes campaigns in order to
make customers aware of the campaign. But if they become unsuccessful,
then at that point sales department gets in to the job and through face-to-face
interviews, they try to make the customers buy that product/service. In
Hilton, it is stated that after identifying the customers' needs, some changes
occurred on the services, some innovations were made in the product range.
For example, the HHonors (Hilton’s loyalty program) members mentioned
that they could not recognize the special check-in in the front-office (which is
a special opportunity given only to the HHonors members). They
immediately put special carpets for special check-in and sign boards written

“special check-in” on it.

The only barrier experienced in Hilton in terms of CRM is the “privacy of
the customer data”. The HHonors members’ data are kept in USA, the other
customers’ data that are outside this program are kept in England. The
employees (even the marketing department) in Hilton Hotels do not have the
right to see the customer data. The respondent stated that “To use the
customer data for CRM purposes, the customers must declare that they want
to profit from our campaigns on the registration forms in the front desk. If
they do not want be involved, and then we do not get in touch with these
customers. The customers in the HHonors program are the ones that want to
join the CRM programs” which shows that Hilton Hotels are applying
permission marketing strategy. When the marketing department decides to
make a campaign, firstly they inform the HHonors center about the campaign
and request customer data related with this campaign. An example of
requested customer data in the aim of inviting them to Turkey is; the mail
addresses of the customers who did not come to Turkey, stayed in similar
countries like Turkey (Greece), silver card type (HHonors), staying
information and man. Then HHonors center analyzes the offer and they either
give acceptance for the campaign or tell them to make changes on the

campaign or reject it. There are two steps; data process (Hilton Istanbul) and
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data request (from HHonors center). The requested data is transmitted to the
marketing department in 6-8 weeks. The department can inform these
customers through e-mails only about this campaign, they cannot send any
different offer to these people another other day. Otherwise, the department
takes punishment in terms of money. The reasons are; the customers may
have changed, they may have been upgraded (HHonors card category), the
customers may not want to hear from Hilton anymore, HHonors's policies
may have changed. If the department wants to send another campaign to the
same customers, the department makes a new data request. During the data
request, the information the department can select are like; the country of the
customer, card type, staying information (staying in other countries similar to

Turkey), sex etc.

HHonors is Hilton’s loyalty program and the customers become the
owner of HHonors card. This card provides two benefits to the customers.
Firstly the customers are given “rewards” which the customer collects points
through staying and spending in Hilton. They can use these points for free
staying later on. The second benefit provided is “recognition”. When the
customers come to the hotel, they are treated privately, their position is
upgraded, they are provided special check-in opportunities, free newspapers
in their rooms, free staying for the second person etc.. The customers inside
the HHonors program are 30-35% of the total customers. There are blue
(70% of the customers), silver (15% of the customers), gold (10% of the
customers) and diamond (5% of the customers) HHonors cards. The aim is
shifting the customers within the card types. The shifts between the card
types change according to the frequency of staying in Hilton Hotels. Special
opportunities are provided to HHonors card owner and at every stage these
opportunities change. For example when the customer becomes gold, they
upgrade the customer to upper type of room taking into consideration the last
room type he/she stayed. When the customer becomes diamond, he/she
collects more points from staying in the hotel. Also for the diamond

customers, there is no saying like “we have no rooms left” in Hilton. There is
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always a room for them. It is stated that the number of customers that own
each of the card type changes from country to country because, for example,

in Germany more people stay at the hotel. They can shift and upgrade faster.

Table 3.9.: Hilton’s Customer Segmentation

MAJOR SEGMENTS

Holiday: Meeting: Business - travel:
Customers that stay Customers that Customers that
in Hilton for stay-“in - Hilton - for stay . in . Hilton
holiday purposes meeting purposes during their
business travels

(Source: An interview with Hilton Istanbul manager (2007))

Hilton has three major customer segments; Holiday, Meeting, and
Business Travel ustomers. The sub-segments are; 1)Walk-in customers,
2)Corporate customers, 3)Tour IT (individual traveler)-Package Traveler
(customers that come via tours), 4)Non-tour customers (e.g. wedding,
basketball team, concert crew etc.), 5)Meeting customers, 6)Insignificant
customers (Hilton employees), 7)Negotiation customers (customers that have
FIT (frequent individual traveler) discounts), and 8)Contract customers
(airline crew, auditors, customers that rent the rooms). Hilton is making
different offers for different segments. They are making offers generally that
are either for holiday purposes or business purposes. For example, for the
holiday segment, Hilton newly developed “minibreaks”, for the business
segment they are providing them executive floors. For the meeting segment,
they have "Hilton Meeting" meeting rooms and during some specified
periods, Hilton provides them discounts and also there is “Event Bonus”
programme which the members can collect points (free stay in Hilton, flight

ticket) if they organize meeting in Hilton. When Hilton International launches
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a campaign, The Hilton Hotels in different countries can only translate the
campaign into the local language and make small adaptations on the
campaign. For example when the "mini breaks" campaign has been launched,
Hilton Istanbul translated it to Turkish and identified which countries Turkish
customer tend to go for holiday and adapted the product to Turkey. Another
marketing strategy is making customers shift between the segments. For
example for a businessman that comes for business to Hilton, brochures are
mentioning put about holiday opportunities in their room. These brochures,
for example “mini breaks” brochures, are also put in the meeting rooms.
Hilton is trying to make cross-selling through these strategies and also by

putting posters of the other Hilton Hotels everywhere inside the hotel.

Hilton Istanbul carries only one marketing campaign that is independent
from Hilton International which is the “Bookers’ Club”. The Bookers’ Club
members are the people that make hotel reservations for their bosses in the
private or public sector. These people either make reservations according to
their boss’s hotel choice or they make their own decisions about which hotel
their boss will stay and these people do not have the opportunity to stay at
these hotels. Therefore, Hilton Istanbul decided to form a club for these
people and give them points for every reservation they make in Hilton Hotels
for their bosses. They become part of the Hilton Reward Club. They can use
these points to stay at Hilton or they can use it for shopping in shops like, for
example, Beymen which the hotel has agreement with, or they can collect in
big amount and go for international trips. This is the only marketing activity
done by Hilton Turkey and no encouragement or authority is provided by the

Hilton center.

The most importantly stated critical point for CRM in Hilton is the “top
management support” which is an expected result for Hilton. The secondly
and thirdly stated critical point for CRM are “the validity of a strong
information technology infrastructure” and “launching an appropriate CRM

software”.
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Hilton Istanbul makes competitor analysis in terms of pricing. They
analyze other hotels’ pricing strategies. Hilton Istanbul also uses different
strategies for competitor analysis. For example, the hotel's general manager
may send the employee that made very successful sales to a weekend holiday.
He may send him to a competitor hotel and make him audit that hotel. This is
a reward for the employee and at the same time some feedback also comes

from this action.

Hilton Istanbul is trying to be inside the lives of their customers at every
stage. The respondent stated that they are following their customers very
carefully because for example the customer may have celebrated his/her
wedding in Hilton and that couple's child may be the hotel’s corporate
customer in the future. In terms of personalized marketing strategies, Hilton
Hotels provide “recognition” benefits to the HHonors members and e-mails,
which they call “My Way”. Recognition is treating the customer as if he/she
is a part of Hilton Hotels according to the customer’s profile. The e-mails are
sent to the customers according to their choices and the e-mails consist of the
offers that the customer needs. If a customer in USA stated hat he/she wants
to receive e-mails mentioning about the campaigns conducted only for USA,
he/she receives only information only about these campaigns. In terms of
service, Hilton Hotels permit other Hilton Hotels to make slight changes.
Hilton Turkey can make small adaptations on the provided service, for
example, the items on the menu can change or the hotel may put dried fig on

the bed in Hilton Izmir instead of candy.

The respondents stated that as Hilton Istanbul, they have gained most of
the benefits of CRM in terms of customer (4 on average), excluding “getting to
know the customer closer through direct communication”, “decreasing the
customer complaints” and “acquiring competitors’ customers” (3 on average).It
was also stated that CRM has been beneficial in keeping the existing customers

which was one of the most important objectives of Hilton.

96



Hilton gives several educations to the employees in the aim making the
customer satisfied. The objective of the educations is creating a “Hilton
Moment” for each customer which means creating a difference for the
customer during his/her visit. The employees have certain targets measured in
terms of interview number, overnight staying quotas for each segment. These
targets are put forward for three months. The employees take reward in terms
of financial benefits. But according to the initiative of the general manager the
reward system may change which is one of the rare autonomies given to the

managers.

The employees can see the customer profile through the screens
embedded in the “property management system”. The employees can enter any
extra information of the customer into the system. The reasons for this
empowerment is both knowing the customer better and people working in the
front-office may change and may not know the customer. Through the
customer profile the services are tailored to the customers. For example if the
customer prefers down pillow, the next time this customer visits Hilton Hotel
the employee sees this information and says that “we have made your down
pillow ready in your room”. The employee on the front-office can see customer
information like demographics, communication, history (staying information;
which type of room), special notes and agent (through which intermediary did

the customer come).

The customer communication channels used in Hilton are internet, call-
center and face-to-face interview. There is online reservation opportunity for
the customers through the web site. For advertisement purposes Hilton Istanbul
prefers indirect channels like making an arrangement with popular TV series
and making them shoot the play in Hilton and also the online reservation i used
as an advertisement channel. Hilton Istanbul does not use media frequently
because sufficient budget is not given to the hotel for advertisement purposes.

Advertisement are given via web site, pictures, banners, labels, travel guides
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sent to agency offices with more detailed data, catalogs are put in all Hilton

Hotels.

Hilton uses CRM in terms of forming tailored campaigns for the
customers and increasing customer retention. But there is a very important
“employee empowerment” problem in Hilton. The marketing department does
not have any authority of making marketing campaigns and reaching customer
data independently. Hilton does not make any customer value calculations but
rather treat the customers according to the profit they bring to Hilton and this
situation can create a problem for Hilton because a customer that is newly
forming a relationship with Hilton (e.g. walk-in customers) can show a
potential for being a loyal customer of Hilton in the future. Therefore Hilton
should consider several marketing strategies also for this customer group.
Without considering this situation, Hilton may treat the new customers as
Hilton applies permission marketing which is the result of giving importance
on customers’ demands and data privacy. In terms of the three CRM
components, Hilton is successful in the operational and collaborative aspects,
but there are defects on the analytical aspect and the reason for this situation is

the dependency on the head-quarters.

3.5. HONDA

Honda Motor Company was constructed in September 1948 by Soichiro
Honda. Today Honda has 124 production facilities in 28 countries, research and
development centers in six regions and, employs people over 144000. The
values of Honda are; respect to the human being (initiative, equality, trust) and
three satisfactions (purchasing satisfaction, sales satisfaction, creation
satisfaction)  (http://www.honda.com.tr/otomobil/honda.htm, retrieved on

17.07.2007).

Honda Turkey was constructed in 1992 by Honda with 50% partnership

with Anadolu Group under the name Anadolu Honda Automotive joint stock
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company. Since 1998 the company continues its business with 100% Honda
Motor Co. capital. The automobile factory of Honda Turkey produces Civic
and City models and imports Jazz, Accord, Legend, CR-V, Civic Hybrid, Civic
Hatchback, S2000, and Type R automobile models.. The vision statement of
Honda Turkey is; “Besides reaching the maximum automobile production
level, providing automobile and after-sales services to Turkey, Europe and
neighbor countries and being one of the two Honda automobile production and
distribution centers in Europe”

(http://www .honda.com.tr/otomobil/honda_tr.htm, retrieved on 17.07.2007).

Customer Relationship Manager in the After-Sales Service was

interviewed in Honda.

The definition of CRM made in Honda is; “CRM is a customer-centered
relationship management philosophy that forms the cooperation between
customers, Honda and Honda dealers. The aim is to have loyal customers”.
Honda Turkey is applying CRM since 1999 and there are three main
departments in Honda Turkey: 1) services and product, 2) sales and marketing,
and 3) spare parts. The CRM is done through the after-sales services and the

results observed are transmitted to the sales and marketing department.

Table 3.10.: Priorities, objectives, driving forces of CRM for Honda

2)Priorities, objectives, driving forces of CRM (a) 3,0
2)Priorities, objectives, driving forces of CRM (b) 4,0
2)Priorities, objectives, driving forces of CRM (c) 5,0
2)Priorities, objectives, driving forces of CRM (d) 4,0
2)Priorities, objectives, driving forces of CRM (e) 5,0
2)Priorities, objectives, driving forces of CRM (f) 4,0
2)Priorities, objectives, driving forces of CRM (g) 3,0
2)Priorities, objectives, driving forces of CRM (h) 4,0
2)Priorities, objectives, driving forces of CRM (i) 4,0
2)Priorities, objectives, driving forces of CRM (j) 5,0
2)Priorities, objectives, driving forces of CRM (k) 4,0
2)Priorities, objectives, driving forces of CRM (1) 4,0
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The mostly agreed priorities, objectives and driving forces of CRM in
Honda are “forming a long-term relationship with the customer”, “keeping
the existing customer” and “increasing service quality” (5 on average each)
which is exactly the same with the result obtained in Hilton. The other
priorities, objectives and driving forces of CRM that were agreed by the
respondent are; ‘“‘increasing profit margins”, “increasing customer-based
profits”, “acquiring new customers”’, “using CRM to compete with the
competitive environment and because the competitors use CRM”, “applying
CRM because the head-office decided to apply”, “decreasing customer
complaints”, and “defining the customer correctly”. “Decreasing costs” and

“widening the product range” were stated as “neither agree nor disagree”.

The “customer services” is the directly related department with CRM in
Honda. This department collects information from Honda automobile and
motorcycle both exists and potential customers about their views,
suggestions, complaints or acknowledgements related to product, dealer,
services and operations. For this purpose, this department develops
coordination with the dealer, transmits the solutions provided to the customer
in the direction of the company's views or suggestions. The respondent stated
that after the implementation of CRM in Honda, the service quality of the

dealers has increased and Honda started to have a stronger brand image.

The most importantly stated barriers for CRM in Honda are “insufficient
financial support”, “insufficient technological infrastructure”, and
“insufficient top management support”. “Insufficient technological
infrastructure” and “insufficient top management support” are stated as
important barrier for CRM both in Hilton and Honda. Actually, when the
business size of these two companies is considered, this is an unexpected

result.

The respondent stated that Honda does not completely have a customer-

centered structure. The budget restrictions become a barrier for making nice
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gestures to customers for their benefits, rather the company benefit is taken
into consideration which develops a conflict with the essence of the CRM

that states the company should firstly have a customer-centered view.

The most importantly stated critical points for CRM in Honda are; “not
exceeding the budget restrictions”, “top management support”, “launching an
appropriate CRM software” which show accordance with Hilton. Competitor
analysis is also conducted in Honda and after this analysis they started the

call-center applications.

The customer relations department forwards the
views/suggestions/complaints coming from the customers to the marketing
department. All requests about the products are shared both by the production
and after-sales departments to support quality activities. Suggestions to the
top management are provided from the data sourcing from customer data,
complaints/suggestions/views and feedback coming from the market

research. Therefore “Customer Voice” is very important for Honda.

There are two customer segments in Honda; automobile and motorcycle
customers. 85% of the total Honda customers are university graduates. But
the motorcycle customers' education level is lower. The respondent stated
that Honda has a different customer profile than their competitors. They

provide service to a small but qualified customer group.

Honda recently increased warranty period of the automobiles to six years
from three years. The reason is the researches that Honda conducted showed
that customers tend to change their cars in five-six years. The only customer
contact point for Honda is the “after-sales service” department. But customers
tend to visit the service only within the warranty period which was three
years. Therefore Honda used to lose the contact with the customer after three
years. That is why Honda decided to increase the warranty period to six years

aiming to continue the relationship with the customer.
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The critical information gathered from the customer contact point is;
technical system of the vehicles, financial analysis and customer
expectations. Honda puts so much importance on market researches. Each
month customer satisfaction surveys are conducted by three branches: Honda
TR, Honda Japan and an independent research company. Also another market
research showed that the repurchase rate of German cars is higher but
Honda’s after-sales service quality was much higher than its competitors. The
three main originating points of Honda are; problem-free vehicles, quality,
and trust. The researches conducted are market researches, repurchase rate,
customer satisfaction, brand loyalty, after-sales services satisfaction and

product satisfaction.

Honda aims to provide product/service to its customer for life-long, which
they call lifetime ownership loyalty (LOL). The aim is forming a long-term
relationship with the customer through making the customer loyal to Honda

and increase the repurchase rate of the customers.

The benefits from CRM in terms of customers in Honda are; “getting to
know the customer closer through direct communication”, “acquisition of new
customers”, and “keeping the existing customers”. The remaining benefits were

stated as “nothing can be said yet”.

Honda does not have any performance evaluation or reward system. The
benefits provided from CRM in terms of employees in Honda are; “developing
a customer-centered viewpoint” and “increasing the performance, effectiveness
and the motivation of the employees”. To measure these benefits it would be
better for Honda to develop a performance measurement system for the

employees.

As CRM tool, Honda uses CRS (customer relations system) to record the

customers and their demands in the database. When a customer reaches Honda
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via the call-center/web site and transmits a demand, company's opinion is
transferred after maximum one working day. There is a Dealer Management
System (DMS) and through this system, all dealers can see a “single vehicle
history” of the customers. They can see all transactions happened between the
customer and Honda. All applications about the vehicle, the km level etc. The
km level is important for this system because before that information Honda
observed that customers were making changes on their km levels through
illegal ways to benefit from warranty. The dealer can see whether the customer
took his car to another dealer. But the dealer sees the other dealer as “1” and
sees himself as “0”. The reason for this is to prevent the unfair competition

between the dealers.

Table 3.11.: Communication channels consumption frequency of Honda

19-a)Channel consumption frequency (a) 4,0
19-a)Channel consumption frequency (b) 5,0
19-a)Channel consumption frequency (c) 3,0
19-a)Channel consumption frequency (d) 3,0
19-a)Channel consumption frequency (e) 4,0
19-a)Channel consumption frequency (f) 3,0
19-a)Channel consumption frequency (g) 4,0
19-a)Channel consumption frequency (h) 3,0
19-a)Channel consumption frequency (i) 4,0

The most frequently used customer communication channel in Honda is
the call-center. The following frequently used channels are; the internet, media,

fairs, and mobile communication tools.

Table 3.12.: The customer centricity of the communication channels of Honda

19-b)Channel customer centricity (a) 5,0
19-b)Channel customer centricity (b) 5,0
19-b)Channel customer centricity (c) 5,0
19-b)Channel customer centricity (d) 4,0
19-b)Channel customer centricity (€) 5,0
19-b)Channel customer centricity (f) 5,0
19-b)Channel customer centricity (g) 5,0
19-b)Channel customer centricity (h) 5,0
19-b)Channel customer centricity (i) 5,0
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The most frequently used customer communication channel call-center is
stated as highly customer-centric and the other customer communication tools

can be said as customer-centric.

CRM efficiency is measured in Honda through calculating ROI (return on
investment). Honda also has a successful CRM system in terms of gathering
information through sales and call-center and this information is entered into
system immediately. All the information about customers are entered into CRS
and updated. The mostly expected benefit from CRM in terms of technology in
Honda is “the technological infrastructure should be integrated with the

operations and the processes and should be customer-centric”.

Table 3.13.: Benefits gained from E-CRM (Honda)

27)E-CRM benefits (a) 3,0
27)E-CRM benefits (b) 3,0
27)E-CRM benefits (c) 3,0
27)E-CRM benefits (d) 4,0
27)E-CRM benefits (e) 4,0
27)E-CRM benefits (f) 3,0
27)E-CRM benefits (g) 4,0
27)E-CRM benefits (h) 4,0
27)E-CRM benefits (i) 3,0
27)E-CRM benefits (j) 3,0
27)E-CRM benefits (k) 4,0

According to the answers given by the respondent, E-CRM has been
beneficial in Honda in specifying the marketing strategies mostly in terms of
“increasing customer satisfaction”, “decreasing internal costs”, “keeping the
existing customer”, “widening the customer services” (4 on average). These

results show accordance with the results obtained in Denizbank.
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Table 3.14.: Critical points of E-CRM for Honda

28)E-CRM critical points (a) 4,0
28)E-CRM critical points (b) 4,0
28)E-CRM critical points (c) 4,0
28)E-CRM critical points (d) 4,0
28)E-CRM critical points () 4,0
28)E-CRM critical points (f) 4,0
28)E-CRM critical points (g) 4,0
28)E-CRM critical points (h) 4,0
28)E-CRM critical points (i) 4,0
28)E-CRM critical points (j) 4,0
28)E-CRM critical points (k) 3,0
28)E-CRM critical points (1) 3,0

The critical points of E-CRM stated in the questionnaire are mostly
agreed by Honda except for “the web site should be comprehensible in terms of
sales” and “the web site should be user-friendly”. The reason for this result is
Honda does not make online sales but only provides online appointment

opportunity.

Honda is a manufacturing company and therefore all of the applications of
CRM in the service companies cannot be fully used in Honda. But the after-
sales department, even though this is an automotive company, shows
considerable effort on being a customer-centric company and forming long-
term relationship with the customers. Honda is applying CRM with a
relationship marketing focus. The inputs taken from the customer
complaints/suggestions/views are used for shaping the new products and
services. Honda periodically makes market researches in order to understand
customer needs. E-CRM activities of Honda can be developed and through E-
CRM, Honda can make cliskstream analysis and take some feedbacks about the
customers’ navigation and shopping pattern data. It is important to state that
Hilton and Honda do not have any cost considerations about CRM applications
and this may be the result of being multi-national companies. In terms of the
components of CRM, Honda is successful from the operational aspect. The

collaborative and analytical aspects need some improvements.
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3.6. ANADOLU HAYAT PENSION COMPANY

Anadolu Hayat Pension Company was founded in 1990 as the first life
insurance company in Turkey under the Is Bank group structure. Anadolu
Hayat Pension is the first and only pension company that has been offered to
public. The shareholders are; Is Bank (62%), Anadolu Anonim Turkish
Insurance Company (29%), Milli Reasiirans T.A.S. (1%), Fortis Bank (1%),
and public (16%) (http://www.anadoluhayat.com.tr/hakkimizda/index.asp,
retrieved on 17.07.2007).

The mission statement of Anadolu Hayat is constructed around three
headings; “1) Development and establishment of the consciousness of securing
the individuals’ and their beloved ones’ future, 2) Offering financial solutions
that removes the individuals’ suspicion about their future and increases the
lifetime quality, 3) Making a contribution to the development of the national
economy by creating long-term funds”
(http://www.anadoluhayat.com.tr/hakkimizda/misyon.asp, retrieved on
17.07.2007). The vision of Anadolu Hayat is; “Being Turkey’s biggest
company in terms of all the financial planning issues that is related to Turkey’s
and Turkish people’s future”
(http://www.anadoluhayat.com.tr/hakkimizda/index.asp, 17.07.2007). Anadolu
Hayat’s product range is; Future’s Pension Plan, Group Pension Plan,
Housewives Pension Plan, Tomorrows Pension Plan, New Life (with TEB),
Travel to The Retirement (http://emeklilik.anadoluhayat.com.tr/, retrieved on

17.07.2007).

Assistant General Manager was interviewed in Anadolu Hayat. The
respondent is responsible from the marketing activities of Anadolu Hayat.
Since the end of 2003, Anadolu Hayat started CRM activities and as the
respondent stated they started to take the customer at the center of the business

and see them as a personality.
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CRM was stated as an obligation for the companies by the respondent.
The respondent quoted that “As the competition in the market increased and the
foreign companies started to enter the market, companies are forced to move to

CRM”.

Table 3.15. : Priorities, objectives, driving forces of CRM for Anadolu

Hayat
2)Priorities, objectives, driving forces of CRM (a) 2,0
2)Priorities, objectives, driving forces of CRM (b) 4,0
2)Priorities, objectives, driving forces of CRM (c) 5,0
2)Priorities, objectives, driving forces of CRM (d) 4,0
2)Priorities, objectives, driving forces of CRM (e) 5,0
2)Priorities, objectives, driving forces of CRM (f) 4,0
2)Priorities, objectives, driving forces of CRM (g) 3,0
2)Priorities, objectives, driving forces of CRM (h) 4,0
2)Priorities, objectives, driving forces of CRM (i) 3,0
2)Priorities, objectives, driving forces of CRM (j) 4,0
2)Priorities, objectives, driving forces of CRM (k) 4,0
2)Priorities, objectives, driving forces of CRM (1) 4,0

The mostly agreed priorities, objectives and driving forces of CRM in
Anadolu Hayat are “forming a long-term relationship with the customer”, and
“keeping the existing customer” which are similar to the results observed in
Hilton and Honda. The other priorities, objectives and driving forces of CRM

LEINY3

that were agreed by the respondent are; “increasing profit margins”, “increasing
customer-based profits”, “acquiring new customers”, “using CRM to compete
with the competitive environment and because the competitors use CRM”,
“increasing service quality”, “decreasing customer complaints”, and “defining
the customer correctly”. The results show accordance with the results obtained
in Honda. “Widening the product range” and “applying CRM because the head-
office decided to apply” were stated as “neither agree nor disagree”.
“Decreasing costs” was disagreed by the respondent and stated that decreasing

cost was not the first objective and is not directly related with CRM.

Keeping the existing customer is more important than the acquisition of
new customers for Anadolu Hayat. The respondent stated this situation is more

important in this sector than other sectors because the customers accumulate
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their money in the company and they have the right to transfer this
accumulation to other pension companies in one year. Not only the potential,
but the company can lose also the existing customer at any moment. The
respondent quoted the issue by giving an example; “Let's say the customer
accumulated 15000 YTL in your company and you lost him. To compensate
this loss, for other companies in other sectors you may need for example 5
customers, but in our case even if you find 5 customers, their monthly payment
will be 500 YTL. We have to find ways to make him continue his relationship
with us. This forces us to do business with the lowest costs”. Anadolu Hayat is
trying to deal with the “transfer right” of the customers through decreasing the

costs and increasing the returns of the customers.

The operations included in the CRM system of Anadolu Hayat are
marketing (including the internet), sales, and customer service (operation and
call-center). The most important change in the operations that happened after
CRM implementations has happened in the call-center. The -call-center
employee used to interrogate the customer that calls the call-center through
their bill of exchange numbers. Now they scan the customers through their
names. The reason was the need for knowing the customer and a person calling
the call-center may not have a bill of exchange number but may be a customer.

Therefore Anadolu Hayat started to have the customers’ relationship history.

The most important barrier for CRM stated in Anadolu Hayat was the
“dirty data” problem and the resistance against CRM implementations. The
respondent stated that so many conflicts occurred within the company during
the CRM implementations and this process cost a lot of time loss for the
company. The thirdly important barrier for CRM was the “insufficient

technological infrastructure”.

The respondent quoted that Anadolu Hayat is still a product-focused
company because this process takes some time and CRM means change in the

corporate culture. To become a customer-centric company, the company should
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be closer to the customers. The respondent stated that the starting point should
be the infrastructure because through this infrastructure the company can know
its customers and shape the strategies accordingly. Anadolu Hayat is still

changing the work flow processes in the aim of making them customer-centric.

The critical points for CRM were stated as; 1) “top management support”
with “sufficient financial support”, 2) “the employees and the management
should work collaboratively with full accordance”, 3) “the validity of the
capability to manage information technologies”, and 4) “effective management

of the project that is developed with the advisor company”.

Anadolu Hayat makes both competitor analysis and tries to cope with the
developments in the world. Anadolu Hayat’s customer segments divide into
two depending on the individual pension law: individual customers and
corporate customers. The methods for keeping and securing the continuity are
different for these segments. The corporate customers are the companies that
pay contributions for their employees either by themselves or by sharing the
contribution between the employee and the company (e.g. Grup Emeklilik
(Group Pension)). Some of these companies send the salary deductions all
together to Anadolu Hayat and Anadolu Hayat puts them in order, prepares
them reports, consequently the respondent stated that these customers need
special attention. On the other side, there are the individual customers. Some of
these customers deposit 50 YTL per month, some of them deposit S000 YTL
per month. Within these individual customers Anadolu Hayat has three sub-
segments divided by their contributions deposited, demographics and
socioeconomic conditions (e.g. dresses). The A group customers are the most
valuable customers for the company. Anadolu Hayat shows more effort for
keeping these customers and provides them special opportunities like bonus
applications, extra emergency packages (e.g. ambulance services) so that they
do not end the relationship with the company. Anadolu Hayat is also planning a
different call-center for these customers and lead them to a special customer

representative so that these customers will not have to wait five minutes in the
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call-center. Keeping the existing customer and securing the continuity of the
relationship are important for all of the segments. Each customer has a fixed
initial cost for the company for each of the individual segments. The
respondent highlighted that the main point is the distribution of the budget of
keeping and securing continuity throughout these segments and stated that the
company will lose the A segment if the budget is distributed equally. For
example, the paper of the “summary of account” has more quality, these
customers are informed every three months with detailed summary of accounts,
whereas the other customers are informed once a year by an SMS sent to them

that is telling them to visit the website for information.

The respondent stated that Anadolu Hayat recently launched product
“Grup Emeklilik” (Group Pension) already existed in the law. In the
advertisement it was seen launched as a new product but it was not and
Anadolu Hayat was the first company for launching this product. The
respondent explained their marketing strategy through giving a campaign
example launched by Anadolu Hayat. Anadolu Hayat launched a campaign for
the Maximum card customers and said them through SMS that Anadolu Hayat
will pay the first contributions. The company informed the customers that
replied this SMS to the call-center. The continuing process developed through
these steps; the call-center reached some of these customers and they said “no”,
the call-center could not reach some of them, some of them were reached but
said that they are not interested, and some of them bought it. Anadolu Hayat
reached some statistical results about how may returns they can get from 1000
people through this sales tool. They reached some ideas about what happens
when they send the SMS like that, how should they reach them so that the
company can get higher returns. Through a campaign the company reached
some result about which channel to use when reaching the customer and how to

use that channel.
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continuity budget among the segments

Figure 3.2.: Anadolu Hayat Customer Segmentation

(Source: An interview with Anadolu Hayat Pension Company General

Directorate manager, Istanbul (2007))

Anadolu Hayat’s customer segmentation model shows accordance with
Newell (2000)’s three distinct types of relationship customers; the top, middle
and lower groups. The top group (A) (top 10 per cent) consists of customers
with excellent loyalty and of high profitability for the organization. Middle
group customers (next 40-50 per cent) are the ones delivering good profits and
who show good potential for future growth and loyalty. Lower group relational
(bottom 40-50 per cent) customers are those who are only marginally
profitable. Anadolu Hayat recently started to calculate also the customers’

lifetime value.

Table 3.16.: Benefits of CRM in terms of customers for Anadolu Hayat

13)Benefits of CRM in terms of customers (a) 5,0
13)Benefits of CRM in terms of customers (b) 5,0
13)Benefits of CRM in terms of customers (c) 4,0
13)Benefits of CRM in terms of customers (d) 4,0
13)Benefits of CRM in terms of customers (e) 4,0
13)Benefits of CRM in terms of customers (f) 3,0
13)Benefits of CRM in terms of customers (g) 4,0
13)Benefits of CRM in terms of customers (h) 4,0
13)Benefits of CRM in terms of customers (i) 2,0
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Anadolu Hayat mostly benefited from CRM in terms of customer in
“forming a long-term relationship with the customer” and “increasing customer
loyalty” “keeping the existing customers”. The following benefits observed are;
“getting to know the customer closer through direct communication”,
“increasing the customer value”, “providing the customers personalized new
products/services”, “keeping the existing customers”, and “decreasing the
customer . “Acquisition of new customers” fell behind “keeping the existing
customers” which implies that Anadolu Hayat has gained benefits from CRM

in terms of customers.

Anadolu Hayat gives education to its employees every six months and
rewards the salesperson that made the highest sales amount in financial terms
or sends them to holiday. The most important benefit gained from CRM in
terms of the employees are; “developing a customer-centered viewpoint” and
“increasing the performance, effectiveness and the motivation of the

employees” which are the same with the results obtained in Honda.

Anadolu Hayat is making cross-selling through Is Bank's customer
database. The data is queried according to, for example, certain credit card
type, whether the customers take their salary form Is Bank or not, the
institutions that make salary agreements with Is Bank. Anadolu Hayat uses data
mining, customer lifetime value and OLAP as CRM tools for creating a new

offer to the customers.

Table 3.17.: Communication channels consumption frequency of Anadolu

Hayat
19-a)Channel consumption frequency (a) 4,0
19-a)Channel consumption frequency (b) 5,0
19-a)Channel consumption frequency (c) 4,0
19-a)Channel consumption frequency (d) 2,0
19-a)Channel consumption frequency (e) 5,0
19-a)Channel consumption frequency (f) 4,0
19-a)Channel consumption frequency (g) 3,0
19-a)Channel consumption frequency (h) 5,0
19-a)Channel consumption frequency (i) 5,0
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The most frequently used channels for communicating with the customers
are “call-center”, “media”, “activities conducted in the scope of social
responsibility”, and “mobile communication tools”. Anadolu Hayat also uses
the traditional women days to address housewives and investment vehicles to
inform the consumers but not for the aim of increasing profits but for

increasing awareness.

Table 3.18.: The customer centricity of the communication channels of

Anadolu Hayat
19-b)Channel customer centricity (a) 4,0
19-b)Channel customer centricity (b) 4,0
19-b)Channel customer centricity (c) 4,0
19-b)Channel customer centricity (d) 2,0
19-b)Channel customer centricity (e) 5,0
19-b)Channel customer centricity (f) 3,0
19-b)Channel customer centricity (g) 5,0
19-b)Channel customer centricity (h) 3,0
19-b)Channel customer centricity (i) 5,0

The frequently used customer communication channels of Anadolu Hayat
(call-center, media, and mobile communication tools) can be said as customer-
centric except for the “activities conducted in the scope of social

responsibility”.

Anadolu Hayat is still working on the betterment activities of the call-
center to make it customer-centric. The call-center employees can enter any
extra information of the customer provided by him/her. Anadolu Hayat
continuously measures the performance of the employees and also makes click
stream analysis for the web site. The mostly expected benefit from CRM in
terms of technology in Anadolu Hayat is “the technological infrastructure
should be integrated with the operations and the processes and should be

customer-centric”’ which is the same with the result obtained in Honda.
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Table 3.19.: Benefits gained from E-CRM (Anadolu Hayat)

27)E-CRM benefits (a) 4,0
27)E-CRM benefits (b) 4,0
27)E-CRM benefits (c) 3,0
27)E-CRM benefits (d) 4,0
27)E-CRM benefits (e) 3,0
27)E-CRM benefits (f) 3,0
27)E-CRM benefits (g) 4,0
27)E-CRM benefits (h) 4,0
27)E-CRM benefits (i) 4,0
27)E-CRM benefits (j) 3,0
27)E-CRM benefits (k) 4,0

E-CRM has been beneficial in specifying the marketing strategies mostly
in terms of “detailed customer data”, “identification of the purchase time”,

LT3

“increasing customer satisfaction”, “keeping the existing customer”, “widening
29 (13

the customer service”, “activating and deepening the customer segmentation”,

and “understanding customer needs”.

Table 3.20.: Critical points of E-CRM for Anadolu Hayat

28)E-CRM critical points (a) 4,0
28)E-CRM critical points (b) 5,0
28)E-CRM critical points (c) 4,0
28)E-CRM critical points (d) 4,0
28)E-CRM critical points (e) 4,0
28)E-CRM critical points (f) 3,0
28)E-CRM critical points (g) 4,0
28)E-CRM critical points (h) 4,0
28)E-CRM critical points (i) 3,0
28)E-CRM critical points (j) 5,0
28)E-CRM critical points (k) 4,0
28)E-CRM critical points (1) 4,0

The critical points of E-CRM stated in the questionnaire are mostly
agreed by Anadolu Hayat except for ‘“construction of a system for the
evaluation of the E-CRM system in order to decrease the risks” and “warranty
of the customer data privacy”. The stated reason for this result is stated that E-
CRM evaluation system has no relation with decreasing the risks and customer

data privacy should be valid even if the company does not use E-CRM.
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Anadolu Hayat applies and uses CRM tools in shaping marketing
strategies by listening to customers’ needs and aiming to form a long-term
relationship with the customers. Anadolu Hayat has the opportunity to use s
Bank’s customer database which provides Anadolu Hayat a competitive
advantage in using CRM for acquiring new customers because the other
companies are able to conduct CRM applications through using the existing
customers’ database. Anadolu Hayat calculates customer lifetime value and has
a value-based customer segmentation which provides a road map to the
company. Anadolu Hayat shows a successful performance on all three
components of CRM. The results obtained in Anadolu Hayat about CRM
priorities, benefits, critical points etc. show some similarity with Denizbank,
Hilton and Honda which shows that CRM has been used in the service
companies and in after-sales services of a manufacturing company on shaping

marketing strategies.

3.7. OYAK PENSION COMPANY

OYAK Pension Company was founded in 2003 with 100% shares of
OYAK Group. OYAK Pension Company is the first and only company that is
founded only in the aim of doing business about the individual pension
activities. The mission statement of OYAK Pension company is; “OYAK
Pension Company; both provides services to the contributors with highest
standards, and also through a fund management strategy that is appropriate with
this target and oriented to the increase of the contributors’ savings effectively
and securely from today until their retirement together with the sensitivity
about environmental and social responsibilities, and it is a company that makes
only pension business that views this balance as the priority manner”. OYAK
Pension Company’s vision is; “Being the market’s most preferred and most
successful company through continually considering the participant happiness,
being beneficial to the company as much as to the participant, and with a

participant number increasing each year”
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(http://www.oyakemeklilik.com.tr/MisyonVizyon.php, retrieved on
17.07.2007).

Four managers were interviewed in OYAK Pension Company. The
departments interviewed were; Customer Services, Operations, and Marketing.

All the positions of the respondents were at the president and vice president.

The definition of CRM made in OYAK is; “CRM comprises all the
relationships before, during and after sales, informing the customer, all the
documents you give to the customer for information, and the services you
provide to the participant after he/she joins the system”. The mission and vision
of the company seems to be very effective on the operations of OYAK and the
employees. The customer services and the work flows are all designed
accordingly. The customer services department started it activities in 2004 in

OYTEK (OYAK Group’s information technologies department).

Table 3.21.: Priorities, objectives, driving forces of CRM for OYAK

2)Priorities, objectives, driving forces of CRM (a) (average) 4,0
2)Priorities, objectives, driving forces of CRM (b) (average) 4,0
2)Priorities, objectives, driving forces of CRM (c) (average) 5,0
2)Priorities, objectives, driving forces of CRM (d) (average) 4.5
2)Priorities, objectives, driving forces of CRM (e) (average) 4,0
2)Priorities, objectives, driving forces of CRM (f) (average) 2,0
2)Priorities, objectives, driving forces of CRM (g) (average) 2,0
2)Priorities, objectives, driving forces of CRM (h) (average) 4,5
2)Priorities, objectives, driving forces of CRM (i) (average) 3,0
2)Priorities, objectives, driving forces of CRM (j) (average) 4,0
2)Priorities, objectives, driving forces of CRM (k) (average) 3,0
2)Priorities, objectives, driving forces of CRM (1) (average) 4,0

The priorities, objectives and the driving forces of CRM for OYAK were

LN

“forming a long-term relationship with the customer”, “increasing customer-

LR T3

based profits” “using CRM to compete with the competitive environment and
because the competitors use CRM”. The reason for such result is; OYAK is
currently trying to adopt CRM and shapes the operations and the

infrastructure accordingly. The remaining priorities, objectives and the
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driving forces that were agreed by the respondents were “decreasing the
costs”, “increasing profit margins”’, “keeping the existing customer”,
“increasing service quality”, “defining the customer correctly”. “Acquiring
new customers”’, “widening the product range” were disagreed by the
respondents. The respondents stated that the product range in their sector
cannot be widened in their sector and their first objective was keeping the
existing customers because private pension companies start to gain profits
from a customer only after two years. Also another important reason is the
customers have the right to transfer their money to other companies after
staying one year in the system. This right creates a tough competition in the
sector. Therefore OYAK is focusing on the services that enable them to keep
the customer. For example, OY AK had only in-bound in the call-center at the
beginning, now they also have out-bound to make life easier for the
customers by calling them and updating their credit card information and of

course the other reason is to make the payments continue.

The operations included in CRM are marketing, sales, customer services,
and IT. CRM currently means customer services for OYAK and aiming to
shape the customer service in terms of taking the customer at the center. This

department is seen as a bridge between the company and the customer.

The most frequently stated barriers for CRM in OYAK was the
“corporate culture”, “insufficient financial support”, and “insufficient
technological infrastructure”. The reason is, as stated earlier, the company is
newly adapting CRM applications but there is not sufficient top management
support for these applications. The customer services (call-center) department,
which is one of the most important channels for learning from ‘“‘customer
voice”, had complaints about inadequate support both from the employees and

the top management.

OYAK is stated to be 40% customer centered, 60% company centered

because there have been important changes in the organizational structure,

117



especially the call-center has experienced several modifications and updated in
the aim of being a customer-centric call-center but there are still so many
actions to be done to adopt CRM completely. Recently an independent research
company prepared a call-center analysis report for OYAK and in this report the
call-center is said to be averagely successful but still there are some
improvement that are need to be done. It was stated that the individual pension
sector is different from the other sectors because the pension company starts the
relationship with the customer in the belief of continuing this relationship
minimum 10 years. That is being a customer-centric company is an obligatory

for pension companies.

The most importantly stated critical points for CRM in OYAK are “the
validity of a strong information technology infrastructure”, “launching an
appropriate CRM software”, and “top management support” which are the
same with the results obtained in Hilton. These stated critical points can be
expected from OYAK since their firstly problems that is needed to be solved
are the top management support with adequate financial support and a strong

information technology infrastructure.

OYAK analyses competitors’ customer contact center applications
especially they are taking the banks as role models. How many people work
“in-bound” and ‘“out-bound” but it is also stated that each company’s call-
center is unique and changes according to the mission and vision of company.
This statement also shows how OYAK employees are affected by the

company’s mission and vision statements.

OYAK’s customer segments are different from other pension companies
because 40-45% of its customers are Turkish Army Forces members. Their
perceptions are different than normal civil customers. They want to reach
quickly when they call and they want their demands to be fulfilled
immediately. OYAK made several adaptations on their services for this

segment by constructing the structure according to this reality. For example
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when these customers call the call-center, they press another button saying on
the IVR “if you are a participant of Turkish Army Forces plan, press 1 so
that they perceive that they are provide a privilege. Actually there is not such
a special structure, they only hear that and they speak with the same call-

center employees.

OYAK currently does not have a value-based segmentation yet but it is
on the planning stage. They are planning to make the segmentation according
to the group the customers join, the family conditions, staying duration in the

system, payment conditions, fund size, and social security conditions.

OYAK provides special products to soldiers besides special services. The
soldiers have extra “individual accident insurance”, which is OYAK we pays
extra 18000 YTL to the family of the participant if the participant dies and this
was a result of understanding the soldiers’ needs and acting accordingly and,
the soldiers gain a discount in the entrance fee (60 YTL instead of 120 YTL).
The sales people are also different for these customers because their
expectations are different. For example, a salesperson going to a soldier
customer must understand his ranking by looking at the shoulder straps. He/she
should not treat an admiral as he/she treats a noncommissioned officer. OYAK
applies a differentiated strategy for these customers and pays special attention
on them. But this situation creates a conflict on the company’s strategies
because Turkish Army Forces members are both customers and also employers
of OYAK. They expect both higher fund returns but at the same time quality
service but providing quality service brings some operational costs to the

company.

In terms of customer value OYAK currently does not make any
calculations and that is why they currently do not have value-based customer
segmentation but they have reports about the participants’ average time of
staying in the system, monthly average of contributions and according to these

numbers they are taking actions about these conditions when developing a new
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product. For example, at the beginning the reports showed that system exit ratio
was a little high. To prevent this situation, they put a contribution cut
depending on time, in case the participant wants to exit the system. To increase
the contribution payments OYAK told its customers that if they increase their

contributions, they will have more management cost cutoff.

Table 3.22.: Benefits of CRM in terms of customers for OYAK

13)Benefits of CRM in terms of customers (a) (average) 4,5
13)Benefits of CRM in terms of customers (b) (average) 4.5
13)Benefits of CRM in terms of customers (c) (average) 5,0
13)Benefits of CRM in terms of customers (d) (average) 4,5
13)Benefits of CRM in terms of customers (e) (average) 35
13)Benefits of CRM in terms of customers (f) (average) 4,0
13)Benefits of CRM in terms of customers (g) (average) 4,5
13)Benefits of CRM in terms of customers (h) (average) 4,0
13)Benefits of CRM in terms of customers (i) (average) 2,5

In general terms customer services have been beneficial for OYAK from
the customers side. OY AK mostly benefited from CRM in terms of customer in
“getting to know the customer closer through direct communication”. As the
customer contact center happened to work by taking the customer at the center
OYAK started to know its customers. The other benefits stated on the
questionnaire are all agreed by the respondents except for “providing the
customers personalized new products/services”, “acquiring competitors’
customers”. “Acquisition of new customers” fell behind “keeping the existing
customers” which implies that OY AK has started to gain benefits from CRM in

terms of customers.

Table 3.23.: Communication channels consumption frequency of OYAK

19-a)Channel consumption frequency (a) 5,0
19-a)Channel consumption frequency (b) 5,0
19-a)Channel consumption frequency (c) 5,0
19-a)Channel consumption frequency (d) 1,0
19-a)Channel consumption frequency (e) 3,0
19-a)Channel consumption frequency (f) 1,0
19-a)Channel consumption frequency (g) 2,0
19-a)Channel consumption frequency (h) 1,0
19-a)Channel consumption frequency (i) 5,0
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The most frequently used channels for communicating with customers
are; “internet”, ‘‘call-center”, “face-to-face interviews”, and ‘“mobile
communication tools”. OYAK should increase the number of customer
communication channels (e.g. media can be used more frequently) in order to

Increase awareness.

Table 3.24.: The customer centricity of the communication channels of

OYAK
19-b)Channel customer centricity (a) 5,0
19-b)Channel customer centricity (b) 5,0
19-b)Channel customer centricity (c) 5,0
19-b)Channel customer centricity (d) 1,0
19-b)Channel customer centricity (e) 3,0
19-b)Channel customer centricity (f) 1,0
19-b)Channel customer centricity (g) 3,0
19-b)Channel customer centricity (h) 1,0
19-b)Channel customer centricity (i) 5,0

The frequently used customer communication channels of OYAK
(internet, call-center, face-to-face interviews, and mobile communication tools)

can be said as customer-centric.

In terms of contact management, the call-center employee can see all the
information about the customer but only through five screens. There is not a
complete one screen that shows all the historical data about the customer yet.

There is not any flexibility about entering extra information about customer.

Developments on the CRM, in the customer services, are continuously
being done sourcing from the problems occurring during the implementation or
from the advices made by the advisor company. OYAK makes clickstream
analysis for the web site. Through this analysis, for example they recognized
that customers often visit the pages about fund information, therefore the
company put some simpler information about fund returns, and returns
compared to alternative investment tools. The most importantly expected

benefit from technology in OYAK is; “decreasing the complex structure into
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one single platform and providing convenient access” which was also stated in

Denizbank.

Table 3.25.: Benefits gained from E-CRM (OYAK)

27)E-CRM benefits (a) 3,0
27)E-CRM benefits (b) 2,0
27)E-CRM benefits (c) 5,0
27)E-CRM benefits (d) 4.0
27)E-CRM benefits (e) 4,0
27)E-CRM benefits (f) 2,0
27)E-CRM benefits (g) 2,0
27)E-CRM benefits (h) 2,0
27)E-CRM benefits (i) 2,0
27)E-CRM benefits (j) 2,0
27)E-CRM benefits (k) 5,0

E-CRM has been beneficial in specifying the marketing strategies in
OYAK mostly in terms of “increasing company profits through customer
loyalty”, and “understanding customer needs”. The following benefits that were
agreed by the respondents are; ‘“increasing customer satisfaction”, and
“decreasing internal costs”. OYAK currently do not experience benefits from
E-CRM as it should but they are planning to construct a more customer-

centered call-center and web site.

Table 3.26.: Critical points of E-CRM for OYAK

28)E-CRM critical points (a) 5,0
28)E-CRM critical points (b) 2,0
28)E-CRM critical points (c) 5,0
28)E-CRM critical points (d) 5,0
28)E-CRM critical points (e) 3,0
28)E-CRM critical points (f) 5,0
28)E-CRM critical points (g) 4,0
28)E-CRM critical points (h) 4,0
28)E-CRM critical points (i) 5,0
28)E-CRM critical points (j) 2,0
28)E-CRM critical points (k) 4,0
28)E-CRM critical points (1) 4,0

The critical points of E-CRM stated in the questionnaire are mostly

agreed by OYAK except for “identification of the purchase time”, “the
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resistance of the employees against this innovation”, and “so much detailed

information should not be requested during sales”.

OYAK currently does not apply or use CRM tools on a company-wide
basis but all these are being planned by the company. The customer services
department carries the CRM activities of OYAK but because CRM is a
company-wide system, the other departments should be integrated with each
other in order to be a customer-centric company and increase customer
retention. OYAK experiences a very important “top management support”
problem which is a frequently highlighted issue in CRM literature. This
problem shows itself both in emotional and also in financial terms. OYAK
currently does not calculate customer lifetime value and does not have a value-
based customer segmentation model. This situation creates difficulties on
applying segment-based customer strategies or creating differences on the
treatment of the customers. Another different point in OYAK is that the
employees give so much importance on the mission and the vision statements
and shape the operations of the company according to these mission and vision
statements. OYAK is a beginner company for CRM activities, and have
deficiencies in terms of CRM’s analytical and operational components, but

shows hopeful improvements on the collaborative component.

3.8. CONCLUSION OF THE FIELD STUDY

Customer relationship management (CRM) is a company-wide
management strategy that aims to form long-term relationship with the
customers through customer retention, to shape the organizational structure,
operations and work flows according to taking the customer at the center of the
business and forming a customer-centric corporate culture. CRM integrates
marketing all the departments with each other on the purpose of understanding
and identifying customer needs and responding to these customer needs as

quickly as possible.
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According to the literature review CRM requires high investment costs
for the companies therefore; the companies, in return expect higher returns
from CRM as quickly as possible. However CRM is more than just a computer
software and needs a company-wide collaborative agreement and all the
employees in the company must be desirable to change the corporate culture

and form a synergy between the departments.

Service sector is one of the early adopters of CRM applications because
forming a long-term relationship with the customers and understanding
customer needs and demands are relatively more important for this sector when
compared to the other sectors. Hence, in this study, service companies were
taken as sample and also a manufacturing company was also included in the

sample in the aim of making a comparison and reaching a meaningful result.

The companies were selected on the convenience base and the
departments to be interviewed were selected in terms of their relevancy with
CRM and marketing. All the respondents’ positions were at the manager and
vice manager level. This is stated as important in the similar studies conducted

in terms of the respondent’s attainment level about the subject.

Denizbank, when compared to the other companies, is using CRM more
intensively in the decision-making process since as it is stated in the literature,
financial institutions are early adopters of CRM. Denizbank intensively uses
database marketing and uses CRM tools when making decisions about their
pricing, promotion, service delivery and product strategies. The channel
management is very important issue for Denizbank and channel assessments

are measured periodically for promotion and service delivery strategies.

Hilton, as being a company in the tourism sector is not using CRM as
intensive as Denizbank and cannot make considerable changes on the product
range. Besides Hilton Turkey does not have enough empowerment in terms of

making decisions about marketing strategies. Hilton uses campaign
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management tool of CRM and the method used is actually similar to Denizbank
But Hilton is only forming rule-sets and waiting for the center to send customer
data of the rule set which creates a serious time loss for the marketing
department. The product and especially service delivery strategies are identified

through CRM applications.

Honda is a manufacturing company, but the interview was conducted
with the after-sales department of Honda Turkey. The after-sales department
uses CRM in the decision-making process of product and service delivery
strategies. Honda currently has a relationship marketing focus and forming
long-term relationship is very important in Honda and all the actions are taken

according to this objective.

Anadolu Hayat Pension Company is part of Is Bank Group and is able to
see and analyze the CRM applications of a bank more conveniently. This
partnership also provides the opportunity to Anadolu Hayat of using Is Bank’s
customer database. Anadolu Hayat is using CRM in the decision-making

process of product, promotion and service delivery strategies.

OYAK Pension Company is currently newly adapting the CRM
applications. OYAK is not using CRM on a company-wide basis but so much
importance is given to forming long-term relationship with the customer and
knowing the customer. OYAK makes considerable channel assessments and
plans to use the results obtained from CRM tools in making decisions about the

company’s marketing strategies.

The results obtained show that the companies that were taken as sample
for this study are aware of the importance and inevitability of CRM
applications and observed that the CRM tools are very beneficial when making
decision about marketing strategies. All the five companies stated that they are
aware of the importance of keeping the existing customer rather than the

acquisition of new customers. Hence, CRM is a valuable tool for these
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companies to know their customers and respond to their needs and wants as
quickly as possible. All of the respondents stated that as CRM has started to be
adopted by their company, the entire corporate culture and strategies started to

change according to this philosophy.

For further research, the sample size can be increased and consequently
more information can be obtained about the effects of CRM on companies’
marketing strategies. The CRM studies in the literature are generally analyzed
from the practitioners’ (companies’) side. There is a need for research about the
customer researchers about CRM. The customer awareness about CRM
applications, perception, or the ability to differentiate the CRM applications has
to be considered and further research can be conducted for these purposes. Also
manufacturing companies started to adapt CRM and these companies can be

analyzed in more details.

3.9. LIMITATIONS OF THE STUDY

The thesis is conducted on selected service companies, therefore the
results cannot be generalized to the total service sector. The companies were
selected due to the convenience sampling, therefore the selected companies

cannot reflect the whole sector they are conducting business in.
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REVIEW AND CONCLUSION

In this thesis, the services marketing strategies and the effects of
customer relationship management are discussed. The changes in the world
economies and the role of the consumers precipitated the emergence of the
services marketing strategies. The changes in the economic balances resulting
from the economic depressions, and the technological developments gave rise
to the increase in the employment levels in the service sector. The
developments in the technology and consequently information flow around the
world caused some changes on the behavior of the consumers. The consumers
are now more informed about the market conditions, companies and their
products/services. They became more selective and more sensitive about the

companies’ marketing strategies.

The services have characteristics that differentiate them from the
products; intangibility, inseparability, variability, perishability, and ownership.
Hence, the marketing strategies of services differ from the marketing strategies
of the products. The service companies realized that the relationship
constructed between the customer and the company had to be managed
carefully which resulted as the emergence of the relationship marketing
philosophy. This situation was a shift from transaction marketing to
relationship focused marketing strategies. The relationship marketing is the
philosophy of maintaining the relationship with the customers through
identification of the needs and wants of the customers and using differentiated
marketing strategies. As the companies adopted the relationship marketing
philosophy, the need for more complicated, systematic and integrated tool
aroused. Thereby, CRM emerged in the business world. CRM is a company-
wide management tool for the companies, which aims to construct a customer-

centric organizational culture and identify, select, and maintain the customers.

The service companies gain important benefits from CRM applications.

CRM provides the companies the opportunity to make a detailed customer
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segmentation model and this customer segmentation model becomes a roadmap
for the companies when targeting their customers. Effective targeting strategies
return to the company as customer loyalty which means an increase in profits

for the company.

The critical points that service companies should consider when using

CRM tools are;

. The customer segmentation model should be carefully
constructed; Hansotia (2002; 127) states that customer segmentation is
particularly useful, for instance, in understanding what the most profitable
customers look like, or who the high-risk customers are, or describing

customers who have a high propensity to buy certain products.

o After the identification of the customer segments, data mining
activities should be conducted. For data mining to be useful, managers need to
transform data into customer information and to integrate the information
throughout the company to develop customer knowledge (Campbell, 2003;
376).

° The next step is reaching the customer and an accurate
channel management should be done. Rheault & Sheridan (2002; 39) states
that the channels of the company should be integrated with the company and
the channels should show consistence within each other.

° The service personnel should have a customer-centric
perspective. During the channel management the service personnel is very
important because the service personnel are especially important for the service
companies because the customer will form an impression of the company from
the attitude and behavior of the personnel (Cowell, 1988; 203). CRM enables
the companies to form a customer-centric organizational culture through
integrating all the departments of the company. This is particularly important
because if the customer is satisfied about the service delivery process, then
these customers share their positive experiences with other consumers and as a

result, company acquires new customers from this word-of-mouth effect.
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As a result, in this thesis, the intermediary role of CRM in the services
marketing strategies is aimed to be discussed. It is seen that CRM is a valuable
tool for service companies when taking decisions about their marketing
strategies. It can be stated that, through CRM applications, service companies
are more likely to know their customers and form a long-term relationship with
the customers through personalizing the services for each customer or segment.
It can be affirmed that, when the CRM philosophy is disseminated throughout
the company, technology, customers, and the employees of the service
companies and taken as an input for the marketing strategies, considerable

advantages arise for these companies.
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APPENDIX 1
QUESTIONNAIRE OF THE STUDY
COMPANY
1) How do you define Customer Relationship Management?
2) What were your prior aims and objectives when you decided to apply Customer Relationship Management? Have you been
able to reach these objectives? What were the driving forces for Customer Relationship Management? Can you please make a
specification about your agreement level for each of the statements below within a 1-5 interval (1= strongly disagree, 2=
disagree, 3= neither agree nor disagree, 4= agree, 5= strongly agree)?

Strongly . Neither Agree Strongly

Disagree Disagree Nor Disagree Agree Agree
a)Decreasing the costs 1 2 3 4 5
b)Increasing profit margins 1 2 3 4 5
¢) Forming a long-term relationship with the customer 1 2 3 4 5
d) Increasing customer-based profits 1 2 3 4 5
e) Keeping the existing customer 1 2 3 4 5
f)Acquiring new customers 1 2 3 4 5
g) Widening the product range 1 2 3 4 5
h) Using CRM to compete with the competitive 1 o) 3 4 5
environment and because the competitors use CRM
i) Applying CRM because the head-office decided to 1 o) 3 4 5
apply
j) Increasing service quality 1 2 3 4 5
k) Decreasing customer complaints 1 2 3 4 5
1) Defining the customer correctly 1 2 3 4 5
m)Other 1 2 3 4 5
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3) In your company, which operations are comprised within the Customer Relationship Management? How?
Marketing

Sales

Customer Services

Information Technology

Accounting and Finance

Human Resources

Other

@ o o o

4) How did the Customer Relationship Management affect the company operations? What kind of changes occurred?

5) What kind of barriers did you confront during the implementation of Customer Relationship Management? Please rank the
below statements according to the importance level.
I:' a. Complicacies occurring due to the adoption of the insufficient technological infrastructure by the corporate culture

I:' b. Insufficient technological infrastructure

[ ]

c.
I:I d. Privacy of the customer data

[ ]

e.
I:' f. Insufficient financial budget
I:' g. Dirty data

[ ]h. Other

6) Does your company have a customer-centric structure? How?

The trust problems occurring when the customers convey information

Insufficient top management support
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7) What kind of critical points should be considered during the Customer Relationship Management applications? Please rank
the below statements according to the importance level?
Effective management of the project that is developed with the advisor company

IS

Making a realistic time planning

Not exceeding the budget restrictions

e o

Top management support
The validity of the capability to manage information technologies
The validity of a strong information technologies infrastructure

Launching an appropriate CRM software

> o oo

The employees and the management should work collaboratively with full accordance
Other

—

N |

8) Did you analyze your competitors’ applications in terms of Customer Relationship Management? What kind of deductions did
you make after this analysis and what kind of changes happened about your Customer Relationship Management
applications?

9) What kind of changes did you experience about both the company’s and also the suppliers’ and the employees’ performances
before and after Customer Relationship Management applications?

CUSTOMERS

10) Can you mention about your one-to-one marketing applications? What kind of difficulties did you encounter with and how did
you solve these difficulties? According to you, what are the critical success factors for one-to-one marketing?
a. Accurate contact management with the customer and collection of all the necessary information from the customer
b. Development of products/services according to the customer needs
c. The employees should have enough information about Customer Relationship Management
d. Other
11) What are your personalized product/service marketing strategies? How does this system work?
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12) What are your researches about customers’ current and potential value?
a. Customer lifetime value
b. Customer relationship life cycle
c. Other
13) What kind of benefits did you drive from Customer Relationship Management in terms of customers? Can you please make a
specification about the benefit level of the benefits below within a 1-5 interval (1= not beneficial at all, 2= not beneficial, 3=
nothing can be said yet, 4= beneficial, 5= very beneficial)?

.N.Ot Not Nothi Benefi Very
Beneficial Beneficial ng Can Be cial Beneficial
At All Said Yet
a). Forming a long-term relationship 1 2 3 4 5
with the customer
b) Increasing customer loyalty 1 2 3 4 5
¢) Getting to know the customer
closer through direct 1 2 3 4 5
communication
d) Increasing the customer value 1 2 3 4 5
e)Providing the customers
. . 1 2 3 4 5
personalized new products/services
f) Acquiring new customers 1 2 3 4 5
g) Keeping the existing customers 1 2 3 4 5
h)Decr@asmg the customer 1 ) 3 4 5
complaints
i)Acquiring competitors’ customers 1 2 3 4 5
j) Other 1 2 3 4 5
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EMPLOYEES

1) What kind of educations do you give to your employees in order to establish the Customer Relationship Management insights in the
company? Are your education programmes designed according to the objectives of deepening and managing the customer relations?

2) Is your employees’ performance measured in terms of responding to customer needs and providing a quality service? Do you have a
reward system developed related to this performance?

3) Do you have an evaluation, reward etc. system in terms of acquiring new customers/keeping the existing customers for the
employees?

4) What kind of benefits did you drive from Customer Relationship Management in terms of customers?

a. Increasing customer number

b. Developing a customer-centric view in the employees

c. Increasing the employees’ performance, effectiveness, and work motivation

d. Developing the connection between the employees and the managers through the corporate culture frame
e. Other

TECHNOLOGY

5) What kind of Customer Relationship Management tools do you use at the strategic decision-making stages? How?
a. Data mining
b. Customer lifetime value
c. OLAP
d. Other
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19. a) which channels do you use to communicate with your customers? How effectively do you use these channels? Can you
specify the frequency of the consumption of the channels below between 1-5 (1= never used, 2= rarely used, 3= sometimes used, 4=

frequently used, 5= most frequently used)?

E:gr Ei;ly Sometimes Used | Frequently Used Most Ersi%uently

a) Internet 1 2 3 4 5
b) Call-center 1 2 3 4 5
c¢) Face-to-face interviews 1 2 3 4 5
d) Word of mouth marketing 1 2 3 4 5
e) Media 1 2 3 4 5
f) Social activities 1 2 3 4 5
g) Fairs 1 2 3 4 5
h) Activitie's conduc‘tefl' in the 1 > 3 4 5
scope of social responsibility

i)Mobile communication tools 1 2 3 4 5
j)Other 1 2 3 4 5
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19. b) To what extent do you think these channels are customer-centric? Can you please make a specification about the customer-
centricity level of these channels between 1-5 interval (1= very little extent, 2= little extent, 3=some extent, 4= great extent, 5= very

great extent)?

Very Little Little Some Great Very Great

Extent Extent Extent Extent Extent
a) Internet 1 2 3 4 5
b) Call-center 1 2 3 4 5
¢) Face-to-face interviews 1 2 3 4 5
d) Word of mouth marketing 1 2 3 4 5
e) Media 1 2 3 4 5
f) Social activities 1 2 3 4 5
g) Fairs 1 2 3 4 5
h) Activities conducted in the
scope of social responsibility ! 2 3 4 >
1)Mobile communication tools 1 3 4 5
j) Other 1 2 3 4 5

20) What kind of methods do you use to measure the effectiveness of Customer Relationship Management?

a. ROI
b. Break-even analysis
c. Other
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21) How comprehensively is the individual customer information provided to the employees in the contact points? Is there any
flexibility for the employees working in the contact points in terms of entering extra information of the customer into the system?
22) What kind of developments did you make in your Customer Relationship Management system since it has been started to be used?

What were the reasons for these developments?
a. Problems causing from the applications
b. Problems causing from the programs
c. Developments done related to the advisor company’s advices
d. Other
23) Do you conduct behavioral analysis during data analysis? Do you make any identification about the customers’ life-styles when
analyzing the customer data?
24) Are Customer Relationship Management tools integrated with other technological tools?
ERP
Supply Chain Management
Sales Force Automation (SFA)
Other

eo o

25)Can you mention about your event-based marketing applications? For example, expenditure increase/decrease and responding to
these changes or the increase in the number of the transactions conducted through the internet channel.

26) What kind of benefits did you drive from Customer Relationship Management in terms of technology? Which one of the below can
be handled as the most prior compared to the other ones?

The technological infrastructure should be integrated with the operations and the processes and should be customer-centric

Decreasing the complex structure into one single platform and providing convenient access

Full access to the customer information in case of a problem

Conducting market researches using the customer information and developing strategies derived from the customer needs

that are results of these market researches

e. Other

/o o
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27) What kind of benefits did you drive from E-CRM applications in terms of the identification of the marketing strategies? Can you
please make a specification about the benefit level of the benefits below within a 1-5 interval (1= not beneficial at all, 2= not
beneficial, 3= nothing can be said yet, 4= beneficial, 5= very beneficial)?

Not .
Beneficial Not - thhmg Can Be Beneficial Very ..
Beneficial |Said Yet Beneficial
At All
a) Detailed customer data 1 2 3 4 5
b) Identification of the purchase 1 > 3 4 5
time
c) Increasing company profits 1 > 3 4 5
through customer loyalty
d) Increasing customer loyalty 1 2 3 4 5
e) Decreasing internal costs 1 2 3 4 5
f) Decreasing marketing costs 1 2 3 4 5
g) Keeping the existing customers 1 2 3 4 5
h) Widening the customer services 1 2 3 4 5
i)Deepening the customer
. o 1 2 3 4 5
segmentation through activation
jJExtracting  customer  profile
through  better  targeting  of 1 2 3 4 5
customers
k)Understanding customer needs 1 3 5
1)Other 1 3
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28) What kind of critical points should be considered during the E-CRM applications? Can you please make a specification about your
agreement level for each of the statements below within a 1-5 interval (1= strongly disagree, 2= disagree, 3= neither agree nor
disagree, 4= agree, 5= strongly agree)?

Strongly Neither  Agree

Disagree Disagree Nor Disagree Agree Strongly Agree
a) Should be appropriate to the
. S 1 2 3 4 5
company aims and objectives
b) Top management support 1 2 3 4 5
¢)Sufficient information | ) 3 4 5

technologies infrastructure
d)E-CRM  system should be
integrated with all the departments 1 2 3 4 5
in the company

e) The resistance of the employees

. - . 1 2 3 4 5
against this innovation
f) Construction of a system for the
evaluation of the E-CRM system in 1 2 3 4 5
order to decrease the risks
g) The content of the web site 1 2 3 4 5
h) .Electronlc transactions should be 1 > 3 4 5
quick
1) .Warranty of the customer data 1 > 3 4 5
privacy
j)  So much detailed information 1 > 3 4 5
should not be requested during sales
k)The web site should be

s 1 2 3 4 5

comprehensible in terms of sales
1). The web site should be user- 1 ’ 3 4 5
friendly
m)Other 1 2 3 4 5
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