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Crm is the acronym for Customer Relationship Management but, aside from this,
what is it exactly? Technology, software, a strategy? Above all, how can it be used
by companies, what is the present situation and what are the perspectives?

To answer the question allow me to tell you something about an experience I had
while attending an important event in Rome.

A couple of years ago, one of the most important companies in Italy operating in the
telecommunication field, organized a magnificent national meeting collecting
around 1,000 employees, approximately 700 hundred of them coming from all over
Italy.

For the event they contracted a chairman who came along with a personal orchestra
of 5 people, playing during the pauses to give more emphasis to his speech, a
beautiful, elegant, famous and very well paid Italian female announcer, an
internationally famous ballet company with around 15 people who really performed a
wonderful show and finally, last but not least, also the trainer of one of the most
important Italian football teams.

Well, what can we say, also considering the cost of hiring the conference hall and
bringing the employees to Rome by plane, train or bus, we may say that really they
did not spare any expense, on the other hand the moment was rather important as, on
this occasion, the newly appointed CEO was to make his first official intervention in
order to announce his strategy to enhance the rather shaky business of the Company.
The CEO arrived and, in front of 1000 people worried about their future and still full
of expectations, made his announcement which basically we could sum up as follows:
“ The situation is very hard and we will all have to roll up our sleeves”. Immediately
after the “industrial plan’ announcement, the sales Director, as in a terrific musical
“crescendo”, indicated the goals of the Company for the following year and then
added: “ Remember that we are here to make money, if the customers are satisfied,
well, all the better, otherwise......... He did not finish the sentence but it was more
than obvious that he meant “it’s not so important” or, worse, “who cares?”

Experts may ask: “Maybe the Company sells commodities at a low price with a low
frequency of purchase and the competition is not so high”?
“No — the answer should be - the Company is actually selling services in a
competitive market to customers who have to renew their contracts periodically and
therefore the quality of the relationship and the level of satisfaction is fundamental .
“Is the Company granting a very high level of service or do they offer very good
prices in comparison with competitors?” — might be another logical question.
“Neither of the two - the answer should be - actually they are offering an average -
even poor - service at a price slightly higher than the competitors”
In a last optimistic effort someone might then ask: “Maybe this Company is an
exception in comparison with the general standard?”.



Here again the answer would be negative, as companies similar in behaviour to the one
mentioned above, seems to be the rule while a really customer-oriented company appears
definitely as an exception; most likely my perception is  biased by my personal
experience but, in all honesty, that is what I have been seeing all the time, working

for more than thirty five years.

To tell the truth, the situation is even worse, as it seems that we have a serious dichotomy
between theory and practice, words and facts as the result of a widespread tendency to
declare, with attractive and sophisticated promotional slogans, an outright willingness to
put the customer’s needs at the centre of every entrepreneurial strategy while, in reality,
facts and actions show exactly the contrary.

Already in 1983, Theodore Lewitt, the author of the worldwide famous article “marketing
myopia”, first began to speak about the need for a new approach in marketing based on
the quality of relationship with customers rather than on mere transactions as it had been
until then; more or less at the same time, B. Schneider’ echoed him by focusing on the
most important hindrance for this new approach writing: “What is surprising is that
researchers and businessmen have concentrated far more on how to aftract customers to
product and services than on retaining customers”.

Around 30 years have passed since then but the managerial approach does not seem

to have changed a lot and the impression is that most managers still fail to understand
that in today’s highly competitive market, it is nearly impossible to continue with the well
known Henry Ford’s approach to the market, summarized in the proverbial sentence “Give
them whatever colour they want providing it is black”.

Times have changed and we will go nowhere if we insist on old methods, once
successfully, but today not only out of date but also definitely harmful for companies. On
the contrary it should be crystal clear that investing in relationships and ensuring the
customer’s satisfaction is the “conditio sine qua non” for the survival and development of
every profit-making Company.

This is the most important issue about Crm which is closely connected with the other
constantly recurring mistake, which is to imagine Crm as a standard technology that may
be applied, as it is, to any company without regard to the specific nature of its business
and processes, being persuaded that, in this way, it will be possible to obtain real
miracles including, if possible, some compensation for the management’s gaps or
inefficiency.

Obviously it will not be like this, as it is easy to see in many cases where Crm has been
an evident failure, so that nowadays many managers are asking themselves whether it
makes sense to carry on investing huge quantities of money to have definitely poor results.

This course, based on a essay on Crm | recently republished with McGraw-Hill, revised
and improved, aims first of all to underline the most recurrent mistakes that companies
must avoid once they decide to implement a Crm in-house and then illustrate how Crm
should be implemented and used in order to have good results. Simple mathematical and
statistical models are used to demonstrate the impact of Crm on revenues and profit. Crm
technologies are also analysed in order to produce better information about customers
such as satisfaction and profitability levels in connection with advanced accountancy and
Erp systems so to make an adequate segmentation of customers possible. Business
intelligence is also taken into account though in a concise way.
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Part one: General aspects and definitions.

o The evolution of the socio-economic context and the need for a new approach to
the market

o The main mistakes regarding Crm and a more correct representation.

o The Crm Pyramid according to Paul Greenberg and the order of importance of
Crm components (managerial strategy, organization and processes and
technology)

o Crm definition

Part two: Crm components: Operative and analytical Crm
e Operative Crm. Communication channels, workflow management. Data base.
Types of application in interactions with customers

o Analytical Crm, Datwarehouse, Business Intelligence

Part three: Crm implementation
e Organizations. Communication within the organization
e Organizational model, official and actual organigram.
e Climate and the culture in the organizations.
o Human resources and empowerment.
e Internal Marketing
e In-house, outsourcing and co-sourcing.The ASP approach

Part four: The role of Crm in the strategic support of companies
o A simplistic mathematical model for companies to evaluate how to survive and
develop
e Selling more or investing in a better retention, is it the same?
o Some empirical evidence of the effect of retention on profit and proditability
o Further evidence against an indiscriminate sales policy

Part five: The role of Crm in the operational support of companies
e Accountancy and income distribution
e Relationships with customers
o Communication; the basic process and communication outside the organization
o Customers satisfaction level distribution



Part six: Crm in practice

e Income and customer satisfaction level distribution and the relationship-
income matrix

o Aimed optimization actions

e Processes in the organization. Process engineering and re-engineering. The
Kai Zen Philosophy and the continuous “Muda” research

o An advanced and more realistic way for evaluating the financial impact of
managerial decisions

Part seven: Conclusions
e How far to invest in Crm.
e State of the art and perspectives.

At the beginning of each lesson students will be given a list of basic fundamental
questions and will be asked to figure out quickly on their own what the answer
should be in their opinion and experience.

Regularly there will be a stop and students will be asked to focus on the specific
item just explained in order to:

e Recap and memorize the item in question

e Stimulate active participation in practice

o Avoid keeping students too much time only in a passive listening state

o Give them the possibility to be aware of their better understanding of
specific topics and their general progress

Students will have the possibility to use a specific software in order that they can
appreciate directly the impact of some critical factors on profit; it is
recommended therefore that they have a portable computer and an advanced
pocket calculator.

D’Arconte C., Customer Relationship Management. The main strategy for
companies to survive and develop in high competitive markets. ~ Lectures notes
and exercise-book
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