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Abstract

Motivation: In today’s market, it is impossible for the company to function without
reference directly to the customer and building a relationship with him relevant. Today
customers are very demanding and have a bigger knowledge about products and market

then yesterday. Now enterprises have many opportunities in technology and methodology
through which they can establish a relationship with the customer. There are numerous

solutions in the field of CRM (Customer Relationship Management) software. Very im-
portant also are outside of the CRM software tools, such as creation of the proper organ-
izational culture that is focused on the customer. Whether the customer relationship will

increase the company’s competitiveness in the market or not, depends on the effective-

ness of customer relationship management in the company.

Aim: The author has taken up the topic of improving the competitiveness of enterprises
through effective customer relationship management. She distinguishes company’s com-
petitiveness improving factors affected by the effective management of relationships with

customers and determines the character of this impact. Additionally, in this article shall
be defined determinants of the effectiveness of customer relationship management. These

issues are supported by appropriate practical examples.

Results: The author of this paper has made some observations in a few enterprises and
some interviews with managers and enterprise owners. They are qualitative research.
They can not be considered in quantitative terms. The size of the sample was not verified,
the author realizes that it is unrepresentative. Customer relationship management, as
a strategy, system and philosophy, is not always known to entrepreneurs. Especially sole
proprietorships apply CRM intuitively and not in a structured way. Not every company

© 2017 Nicolaus Copernicus University. All rights reserved. [©0C)


http://www.economicsandlaw.pl
http://doi.org/10.12775/EiP.2017.025

BB =<ONOMIA I PRAWO. ECONOMICS AND LAW, 16(4): 359-370

uses appropriate software to collect customer data. But all managers are aware of the fact
that building a lasting relationship with the customer raises competitiveness on the mar-
ket. This happens even through the buzz marketing, increasing customer loyalty, rapid

response to customer demand, also through the use of knowledge resulting from the data
from the CRM system. Smaller companies should consider using some structured CRM

solutions. Certainly it increased to their competitiveness at low cost. Whereas larger com-

panies should focus on the use of their physical and human potential to improve the quali-

ty of customer relationships.

Keywords: CRM; marketing; competitiveness; customer; management
JEL: M30

1. Introduction

In today’s markets, we are dealing with an ever growing competitiveness among
all subjects. Customers are more and more demanding, and their knowledge
is stll growing due to the global access to the Internet. Building proper rela-
tionships with customers is becoming a necessity for businesses if they want
to maintain the desired level of profits. It is getting harder to build a long-term
relationship with customers, as they become less and less loyal. Customers have
continuous access to new offers. Enterprises shall communicate with customers
about products and brands on a regular basis. For these reasons, today, com-
panies should look for solutions that will help to maintain profitable custom-
er-company relationships. Such a solution may be use of a comprehensive CRM
(Customer Relationship Management) both within philosophy and system and
other tools. The question arises about the scale and profitability of CRM appli-
cations depending on the size and profile of the company. The author of these
article is trying to find a CRM solution that will ensure the greater competi-
tiveness of smaller and larger companies. In the part of the article will there
will be verified on the following thesis: It is possible to increase the company’s
competitiveness through the use of CRM solutions, and it may be distinguished
depending on the size and profile of the company. To do this, she conducted
a survey, which aims to show how the company is currently building relation-
ships with customers and feeling of the need in this area.

2. Literature review

Definition of the concept of competitiveness is characterized by a scientific de-
bate which has been going on for several decades, and still has not been fin-
ished. In accordance with the so-called standardized competitiveness defined
in the OECD’s (1994, p. 23) documents, which was later also applied by the Eu-
ropean Union, ‘competitiveness is the capability of companies, industries, re-
gions, nations and supranational regions to create a relatively high income factor
and relatively high employment levels on a sustainable basis, while permanently
being exposed to international competition’. Although the definition of corpo-
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rate competitiveness has induced much less professional literary debates than

national economic competitiveness, it cannot be considered as finally explained

(Gal, 2010, p. 1).

'The competitiveness of businesses can be measured in different ways. Tradi-
tionally, the main measures of competitiveness are defined in financial or mar-
keting terms. For example, a competitive business might be expected to achieve
one or more of the following:

— a higher growth rate (sales, revenues) than competitors and the market as
a whole;

— higher-than average net profit margin (compared with others in the same
industry);

— better than average returns on investment (e.g. ROCE, ROI) — again, com-
pared with competitors;

— a high (and perhaps leading) market share — measured in either value or
volume terms. The leading firms in a market usually enjoy a significant pro-
portion of the available revenues or customer demand, unless the market is
highly fragmented;

— the strongest brand reputation in the market — e.g. brand awareness;

— aclearly defined unique selling point (‘USP’) that enables the business to dif-
ferentiate its product or service in the eyes of customers;

— significant access to, or control of, distribution channels in the market (e.g.
products or brands that are widely stocked or demanded by intermediaries
who provide distribution to the final consumers) (Riley, 2012).

The competitiveness of enterprises depends on many factors. Many authors
have tried to make an attempt to systematize them. The results of one such at-
tempt is shown in figure presented below (scheme 1). Because of the subject
of this article important are issues such as markets, competitors and customers,
use of communication network and human and physical capital us of efficiency.
The possible impact of CRM on various factors will be discussed in the next
section of this article.

3. Methods

For the purposes of this article there was surveyed 20 companies of various sizes,
operating in various Polish cities. It was 10 single economic activities and 10
companies employing at least two employees. These companies operate in very
different industries. The selection of companies for the study was intentional.
It is the most typical case of non-random selection. It involves purely subjec-
tive choice of units surveyed in the sample, in the hope of obtaining the widest
and most complete information. Inquiries about the possibility of conducting
the study were sent to 43 companies. 20 of them responded and gave informa-
tion that may be used for the purposes of this article. Firms have been assured
of the anonymity of the study, as representation of their data would not help
in any way to define the objectives of this paper. Anonymity to some extent,
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increases the credibility of answers. Companies mentioned in the article are

identified by trades and size, which is important for this subject.

The aim of the study was to show how the company is currently building re-
lationships with customers and feeling the need in this area. All this, of course,
in the context of competitiveness. There were used two research methods:
observation combined with the analysis of documents and direct interview
with the managers or owners of the company. Research interviews belong
to the methods of collecting information based on a process of mutual com-
munication. The interview is a special kind of conversation, the aims to obtain
a specific set of information. In an interview the most important role is played
by the respondent whose deliberately induced responses are the primary source
of information. The interviewer notes statements of the respondent. Direct in-
terviews are divided into simple and deepened one; standardized and non-stand-
ardized. Standardization manifests a certain degree of uniformity and precision
measuring instrument as method of interview. The higher the degree of stand-
ardization of the interview, the less freedom has a person who is interviewed
and the greater role is being played by an instrument (e.g. a questionnaire).
For this example, the interview is used with a low degree of standardization.
The framework interviews with managers of selected companies gave 5 basic
questions:

— Do you known the concept of CRM in your company? If so, to what extent
the concept of CRM is used in your company?

— Is customer data in your company collected and processed in accordance
to the philosophy of building long-term relationships with customers? Do
you use a special software for this?

— Do you think that building a stable, long-term relationships with cus-
tomers in your business make sense and enhances your competitiveness
on the market?

— How does your company builds relationships with customers?

— How would you like to improve your relationship with your customers?

Of course, it was possible to expand topic in the context of the interview.

4. Results

Before the discussion of CRM begins it is important to mention a few words
about the modern marketing. Today’s marketing is not a function; it is a way
of doing business. Marketing is not a new ad campaign or aggressive promotion.
Today’s marketing has to be all pervasive, part of everyone’s job description,
from the receptionists to the board of directors. Marketing is also about how
to integrate the customer into the design of the product and to design a system-
atic process for interaction that will create substance in relationships. In a com-
petitive world, companies have to work hard to have any added value. They have
to work with their customers to discover ways to run the business more effi-

362



BB c<ONOMIA [ PRAWO. ECONOMICS AND LAW, 16(4): 359-370

ciently for themselves and more effectively for the customers (Zineldin, 2005,

pp- 333-334).

Customer relationship management (CRM) has been widely regarded as
a company activity related to developing and retaining customers through in-
creased satisfaction and loyalty (Xu & Walton, 2005, p. 955). CRM is heralded
by some marketing academics and practitioners as the new paradigm of mar-
keting. CRM is the implementation of an effective customer-centric strategy
within an organization in order to create superior value that is required for
sustenance of the exchange process between the organization and its target
customers in a competitive market (Thuo, 2011, p. 1). Various studies demon-
strate that CRM improves understanding of consumer behavior and the deliv-
ery of personalized services, which supports the adaptation, effectiveness and
efficiency of products and services (Ab Hamid & Kassim, 2004, pp. 103-108).
The essence of CRM captures scheme 2.

Information technology (IT) is constantly implemented by organizations
to help improve competitiveness although it seems that as new I'T-based sys-
tems and concepts become available, they are devoured by organizations with
little thought for existing and past experiences (Light, 2003, p. 603). The ques-
tion should be whether the CRM software belongs to this type of technology. Is
it necessary to achieve adequate competitiveness of every business? Companies
that use CRM software generally are satisfied with their return on investment
and CRM initiatives frequently result in increased competitiveness for compa-
nies, as manifested in their higher revenues and lower operational costs. Finally,
CRM applications help organizations reach and then assess their profitability
with measures such as repeat purchases, dollars spent and longevity (Venturini
& Benito, 2015, p. 863).

It is important to define the goal of implementing CRM in the businesses.
By doing so, organizations can broaden their CRM focus by allowing market-
ing as well as sales and services to work together efficiently to achieve the ulti-
mate goal which is to serve the customers better with high quality (Nguyen &
Newby, 2007, pp. 104-105). Freeland (2003, p. 43) proposed the following
group of goals:

1. Guiding principles. Organizations who want to reshape the focus of their
CRM programs should follow these three guiding principles:

— customer experience is essential to creating brand value. Organization
should do something about logos, catchy styles, or memorable commercials
that can give customers the impression or awareness that it is their product
or service;

— customer insight should inform and drive customer treatment. Every con-
tact that the company has with its customers determines the economic value
of its future because if the customer is happy, he or she will be back;

— CRM programs should be executed in a pragmatic way that mitigates finan-
cial and delivery risk. CRM programs should be planned according to both
financial ability and risk elimination to the best of the company’s practice.
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It is not to be built with elegant capabilities, or the latest version of the soft-
ware, or serving the customers at any cost. However, it must be practical,
realistic, and provide the capabilities that the users need.

2. Components for success. To achieve these, organizations should organize
their CRM initiatives around the following four components:

— setting the strategy. Identifying the customers that the company wants based
on its existing business model and corporate mission;

— gaining customer insights. The ability to understand customer needs and ac-
curately predict customer behavior;

— realizing greater value from customer contact activities. Improving the qual-
ity of customer interactions while at the same time driving down the cost
of service;

— transforming marketing. Identifying where money is being wasted or mis-
spent on the market while ignoring the ‘market noise’ to efficiently quan-
tify and optimize all resources in ways that most companies have not yet
attempted.

It can be said that the effectiveness of customer relationship management
depends largely on a correctly matched aims of CRM. The achievement of most
of these objectives in fact depends on whether the company will be competitive
or not. So all CRM objectives in organization can lead to a success in the market
regardless of the chosen strategy. This also applies to factors determining busi-
ness competitiveness from the previous part of this article.

Satisfaction and loyalty, from CRM definition, are keys to attract customers
which is also very important to competitiveness. Therefore there was examined
how companies establish and build their relationships with customers. Now-
adays knowledge of new methods and technology is important even in a very
small business. That’s why all managers were asked about knowledge of CRM.
Most of small business managers in Poland doesn’t even now about customer
relationship system and philosophy but they intuitively apply the principle
of building long-term relationships with customers. Sometimes it can be more
effectively than the use of complicated procedures and software because small
companies usually have a relatively small number of customers. For the pur-
pose of this article there were tested ten one-man businesses form a different
trade including: the energoterapist, two hairdressers, the small gluten-free
bakery, the law firm, the photographer, the manicurist, the business consult-
ant, the specialist of European funds, the psychotherapist and the estate agent.
They operate independently and know all their customers personally. These are
different trades and have a different terms of competitiveness on the market.
For example, some of these activities are conditioned by legal restrictions and
the entrance to the market is far more difficult. This makes professions, such as
a real estate agent, enjoy greater trust and loyalty of customers than the sample
hairdresser. It is easier to build customer data base when people have to pro-
vide some personal data. For example, the law firm has compulsory register
of customers. All managers in these companies said that they want to build
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some relationships with customer. Sometimes they are not even able to describe
how they have been doing it so far, because it happens almost automatically.
Sometimes they complained that the nature of the activity does not allow for
maintaining long-term relationships with customers. For example, a real estate
agent can rather rely on a buzz marketing but not on a regular contacts with
the same customer. Direct contacts with customers were the most important for
these companies. Regarding competitiveness, it was indicated as its indicators:
customer loyalty to a particular person performing the service and to the place
of execution. Small businesses see competition as an opportunity rather to stay
on the market and possible development. Single enterprises rarely apply any
CRM software. Probably they do not see the need or think the cost is too high
for their company. Only companies that are forced to do so by legislation, con-
duct structured customer database. Information about customers tend to be
stored in notebooks and calendars. Rarely are processed on purpose.

For the purpose of this article there were tested ten bigger then one-man
businesses companies form different trade: the production of special purpose
machinery and technology, the consulting and IT audit, the nonpublic nurs-
ery, the chemical company, the cafeteria, the restaurant, the e-commerce food
for animals, the vehicle control station, the private medical center, the board
games shop. Managers of larger companies know what is CRM. They say that
their companies are using solutions for customer relationship management.
In most cases they do not have implemented CRM software, but plan to buy it.
Small entrepreneurs rarely find something they would like to improve in their
relationships with customers. The situation is different in larger companies.
Managers of larger companies plan the development towards building lasting
relationships with customers. Some of them would like to establish a closer dia-
logue with customers and understand that the high price of goods and services,
in their case, has a high quality. Others want to increase the customer’s convic-
tion of the brand value and reputation of the brand. There were also voices that
pointed to the need for faster response to customer needs, faster response to cus-
tomer requests and a more personalized response to the customer. That can be
achieved by successful CRM implementation. But still, most major companies
rely on marketing departments that use only a few percent of the opportunities
offered by the system and the philosophy of CRM. In terms of competitiveness,
more companies have developed strategies covering largely build lasting rela-
tionships with customers. Managers agree that CRM supports these relation-
ships by enabling rapid response to customer needs. In the CRM system this can
be achieved by using appropriate software and special procedures. The owners
of some companies also admit the importance for the competitiveness has be-
come the attitude of organizational culture on the customer.
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5. Conclusion

Research carried out for the purposes of this article and literature studies allowed
for the implementation of the objective which had been set at the beginning
of the article. It is possible to improve company’s competitiveness by effective
CRM. Customer relationship management as a strategy, system and philosophy
are not always known to entrepreneurs. Especially sole proprietorships apply
CRM intuitively and not in a structured way. Not every company uses an appro-
priate software to collect customer data. But all managers are aware of the fact
that building a lasting relationship with the customer raises competitiveness
on the market. This happens even through a buzz marketing, increasing cus-
tomer loyalty, rapid response to customer demand, whether through the use
of knowledge resulting from the data from the CRM system. The effectiveness
of CRM in a company depends on the effectiveness of its implementation. It is
important to realize the need to build customer relationships with every em-
ployee. It is important to select the correct purpose of implementing CRM,
and they may be different. It depends on the extent to which CRM will be able
to support the competitiveness of enterprises. Smaller companies should con-
sider using some structured CRM solutions. Certainly, at low cost, it increases
their competitiveness. Whereas larger companies should focus on the use of its
physical and human potential to improve the quality of customer relationships.
Taken subject is quite broad and can be carried out on this extended study. It can
be dealt with in other publications. Based on the knowledge of CRM systems
and the experience of research, you can propose in tabular form how Polish
companies could use specific CRM instruments to increase its competitiveness
(table I).
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Table 1.
How Polish companies could use specific CRM instruments to increase its

competitiveness?

Appendix

Factors determining

business

competitiveness

Impact of CRM istruments

internal

organizational
culture

processes

customer
service

brand

The implemented CRM concept affects the organizational culture of the company through
a customer-oriented philosophy. It is necessary to switch from thinking about the cus-
tomer, as a petition to put the customer in the position of a partner with whom it is worth
building a relationship. The CRM philosophy changes the language used in the organiza-
tion into one that is focused on the customer, e.g. ‘sales’ is not used only ‘help in making
purchase decisions’.

The CRM system allows to better organize processes in a company, especially in the area
of logistic customer service. The implemented CRM software allows you to quickly
download customer data and analyze it. Thanks to the knowledge about customers and their
needs, the service time is shortened and the quality of service is improved.

Thanks to a properly functioning CRM system, customer service employees have the op-
portunity to build a long-term relationship with the customer for the benefit of the com-
pany. They become more motivated to work because they see its effects. CRM often allows
you to find a way out of difficult situations where there is a conflict between the company
and the customer.

A properly functioning CRM system in the company (philosophy and software) allows
you to build a group of loyal customers. They disseminate positive knowledge about
the company on the market. They encourage other customers to use the company’s services
or products. Properly managed relationship with customers allows you to create a strong
brand without any special expenses.

microenvironment

providers

competition

local societes

social media

CRM allows you to build the quality of customer relations properly throughout the entire
supply chain. A well-understood philosophy of CRM means that suppliers also have good
and profitable relationships with the company.

Building strong ties with customers using CRM tools allows to gain knowledge from these
customers about the competition and its market strategies. This opens new possibilities for
managing the company’s strategy.

The company attracts loyal customers with the help of CRM instruments and blends
in with the local community. It builds its brand among current and future customers.

As part of the contemporary CRM philosophy, building contacts and relationships with
customers through social media is located. CRM allows you to see the opportunities and
benefits of social media activities. The philosophy of CRM sets out, in a sense, a framework
for communicating with customers and establishing a dialogue with them that leads
to long-term and mutual benefits from contacts.

macroenvironment

low

media

socio-cultural
factors

The IT part of the CRM system allows you to automatically capture changes in legislation
that are important for contacts with customers. This largely facilitates the company’s
adaptation to the changing law. From the point of view of the CRM concept, the most
important provisions are the protection of personal data of customers.

The CRM system allows for effective use of the media in dealing with customers, in gaining
their loyalty, in PR activities and in building a brand. It allows for both the implemented
philosophy and the automation of contacts with the media using CRM software.

CRM partially affects socio-cultural factors by building an appropriate organizational
culture in the company and manifesting it outside. The strong brand can also influence
the socio-cultural sphere in a certain way.

Source: Own preparation.
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Scheme 1.
Factors determining business competitiveness
MARKETS, USE OF COMMUNICA - STRATEGIES FOR
COMPETITORS AND TION NETWORKS PRODUCTS AND
CUSTOMERS SERVICES
including deriving informa-
including company’s market

share, size of export market.
Distribution of customers
(many small or several large
clients). Reasonable risk
undertaking and company’s
aggression in measures
towards competitors.

HUMAN AND PHYSICAL
CAPITAL USE
EFFICIENCY

including “turnover” of
employments, productivity,
effective HRM, “atmosphe-
re” inside the company.
Various indices of physical
capital use efficiency.

AVAILABLE HUMAN
AND PHYSICAL CAPITAL

including education of

tion and resources from
suppliers, customers,
financial institutions,
business promotion
organizations, universities.

including diversification of
products/services;
uniqueness (innovations).
Processes, how products are
manufactured/services are

Y

BUSINESS
COMPETITIVENESS

A

re

owners/general managers,
experience in business and
management. Availability
and quality of employees.
Access to equipment etc.
manufacturing and services
rendering utilities.

EXTERNAL
ENVIRONMENT

including condition of

business operation (taxes,
legislation, shadow

economy, etc.); quality of

control institutions.

rendered. Price-quality
relationship; product
promotion strategies, quality
management.

OPTIMISTIC AND
REALISTIC GROWTH
PLANS

PERFORMANCE

including profit, turnover,
stuff growth in numbers,
etc., as compared to
competitors.

FINANCIAL STABILITY

including access to internal

and external funds income
and expenditure framework.
Fixed to variable costs ratio,
cash flow quality (access to

current assets, etc. ) .

Source: Own preparation based on Gucel et al. (2013, p. 166).
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Scheme 2.

Factors determining business competitiveness

globally dipresed customers touch front office back office
customers B points functions g functions
CRM Technology electronic touch <« - marketing — receivables and
Applications link points: management; payables;
customer touch - web — order — profitability
points to front and site/Internet; management; analysis;
back office — customer call — sales — production
functions. center; management; planning;
— voice response — sales planning; — inventory
systemy; — pricing; management;
- KIOSKS. — after sales — shipping;
service. — payroll;
traditional touch < — personnel
points: planning.

— retail store front;
— service

departments.

Source: Chen & Popovich (2003, p. 674).
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