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Bill, you left us too soon.
Your cheerful laugh will always be with us.



Preface

The purpose of this book is to describe elements of Customer Relationship Management
as they relate to marketing strategy and to information technology. We explore the practi-
cal idea that information about past, present, and future customers should form the heart
of strategic plans. The basic premise is that successful executives must understand both
marketing concepts and information system architecture in order to successfully acquire
and use a comprehensive, reliable, and integrated view of the customer base over time.

Practically speaking, the book is written to serve as an introductory course in customer
relationship management/marketing at the undergraduate or graduate levels of course
work. Further, this text may be beneficial as an additional reading for most business
courses, particularly marketing management, sales management, principles of marketing,
or management information systems as the content focus is on the intersection of market-
ing concepts and information systems technology. The cross-functional blend of market-
ing and information systems can be an effective way to:

B provide a central focus for a course in customer relationship management or
marketing;

m foreshadow a research or data analysis experience by providing information
about the development and usage of the MIS infrastructure required to answer
basic market segmentation questions;

B complement an executive or managerial continuing education course for those
who must balance the costs of CRM systems with the expected benefits in reach-
ing defined customer segments;

B support an information technology or data mining course where an understand-
ing of user applications could provide practical insight; and,

B stimulate discussions in an organizational environment where managers and
employees could use the information as a source of ideas.

ORGANIZATION OF THE BooOk

The book begins and ends with fundamental marketing management theory as it presents
concepts as they relate to understanding and satisfying customer needs. The text covers the
development of the information system and provides students with a roadmap of how to
acquire information about customers over time. The chapters and their primary concen-
trations are as follows:
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CHAPTER 1: THE NATURE OF CUSTOMER RELATIONSHIP
MANAGEMENT

Defines CRM as a process and as a hub of learning for the organization, and outlines costs
and benefits of the CRM system for organizations and customers

CHAPTER 2: UNDERSTANDING CUSTOMER DIFFERENCES

Begins with a basic view of market segmentation and concludes with aspects of using CRM
systems in B2B markets.

CHAPTER 3: INFORMATION TECHNOLOGY AND
COLLECTING CUSTOMER DATA

Profiles the CRM architecture, contact points for data input, data storage, methods of

arranging data to facilitate retrieval, the concept of closed-loop marketing, and sources for
collecting customer data.

CHAPTER 4: THE CRM DATA WAREHOUSE

Begins by defining the data warehouse and its architecture; identifies the components of

the warehouse data repository, metadata repository, and the types of metadata; concludes
with information on navigation and security.

CHAPTER 5: CUSTOMER LOYALTY

Defines loyalty as behaviorally or attitudinally based; the chapter then outlines factors that
affect loyalty in a positive and negative direction.

CHAPTER 6: CUSTOMER RETENTION STRATEGIES

Describes the evolution of relationship marketing programs and methods of retaining

customers throughout the customer life cycle, as well as ideas for responding to cus-
tomer complaints.

CHAPTER 7: WINBACK AND ACQUISITION STRATEGIES

Offers ideas for identifying why customers are about to leave the organization and poten-
tial actions to take to acquire and to reconnect with customers.

CHAPTER 8: SALES FORCE AUTOMATION AND AUTOMATED
CUSTOMER SERVICE CENTERS

Outlines the tasks for sales force automation systems, reasons for resistance to implemen-
tation, and an overview of customer service centers.
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CHAPTER 9: THE BASICS OF DATA MINING, ONLINE
ANALYTICAL PROCESSING, AND INFORMATION
PRESENTATION

Defines and describes concepts of data mining, its functions, and relational online analytical
processes.

CHAPTER 10: MEASURING CUSTOMER SATISFACTION
AND LOYALTY

Offers a review of the basic steps in conducting surveys, as well as examples of measures to
assess quality, brand loyalty, and e-loyalty.

CHAPTER 11: ISSUES FOR IMPLEMENTING CRM SYSTEMS

Concludes the text with reminders of the need for phased development for CRM systems,

supporting and challenging forces for its implementation, and the potential rewards for
CRM implementation.

PEDAGOGICAL FEATURES AND WEB SITE SUPPORT

Each chapter begins with an example from the real world that illustrates the content to fol-
low. Each chapter includes a list of key terms as well as a set of discussion questions for
review and critical thinking. The Instructor’s Manual (available online) then provides sug-
gested answers to these questions and suggestions for other assignments or activities.
Instructional resources also include a test bank with a generous number of multiple choice

questions for each chapter, along with a reference for each question to the specific pages in
the text it covers.

SUMMARY

An academic colleague of one of the co-authors asked, “How can anyone write a book
about customer relationship management (CRM) when many are still debating the basic
definition of the term?” Have we defined CRM in this first attempt to combine marketing
and information system concepts? We hope you find that we have at least begun to help you

frame the discussion of the intersection of these fields and the implications for the future
of business practice.

OuRr FrIEND, BILL

While it has been a pleasure to work on completing this text, many of the central concepts
are due to the artful prose of Bill Zikmund. Part of his legacy to education is found in his
analogies and examples. Hopefully, Bill’s skillful twist of a phrase is still obvious throughout
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the revisions to this text and will remain an obvious anchor through future revisions as
well. The notion of blending marketing and information system theory with authors from
disparate disciplines is also due to Bill’s drive and to his curiosity about new ways to view

the art of business. With much gratitude and fond remembrance, this text is dedicated to
the life and consummate skill of William G. Zikmund.

ACKNOWLEDGEMENTS

Thanks go to Tobin Zikmund for writing the Test Bank.
We would like to thank the creative and production teams at Leyh Publishing, who have
been terrific: Rick Leyh, Lari Bishop, Jennifer Fisher, Jaye Joseph, and Camille McMorrow.
Rick Leyh has had the pleasure to know Bill Zikmund as a friend through many suc-
cessful textbook projects. Giving Leyh Publishing the opportunity to contribute to this
groundbreaking text in our small way is an example of Bill’s generosity.
Susan Elbe, Jeff Marshall and Charity Robey at John Wiley and Sons were supportive
and encouraging to us in this breakthrough project from the beginning.
Feedback from a number of our colleagues has been essential to the development of
this text:
Scott Bonifield, University of Central Florida
Harold FE. Koenig, Oregon State University
David Paradice, Florida State University
David Strutton, University of North Texas
Dennis N. Bristow, St. Cloud State University



About the Authors

William G. Zikmund

A native of the Chicago area, William G. Zikmund lived in Tulsa, Oklahoma. He was a pro-
fessor of marketing at Oklahoma State University. He received a Bachelor of Science degree
in marketing from the University of Colorado, a Master of Science degree in marketing
from Southern Illinois University, and a Ph.D. in business administration with a concen-
tration in marketing from the University of Colorado.

Before beginning his academic career, Professor Zikmund worked in marketing
research for Conway/Millikin Company (a marketing research supplier) and Remington
Arms Company (an extensive user of marketing research). Professor Zikmund had also
served as a marketing research consultant to several business and nonprofit organizations.
His applied marketing research experiences ranged from interviewing respondents and
coding questionnaires, to designing, supervising, and analyzing entire research programs.

During his academic career, Professor Zikmund published dozens of articles and papers
in a diverse group of scholarly journals ranging from the Journal of Marketing to Accounting
Review to the Journal of Applied Psychology. In addition to Essentials of Marketing Research,
Professor Zikmund has written Exploring Marketing Research, Business Research Methods,
Marketing, Effective Marketing, and a work of fiction, A Corporate Bestiary.

Professor Zikmund was a member of professional organizations including the
American Marketing Association, the Academy of Marketing Science, the Association for
Consumer Research, the Society for Marketing Advancement, the Marketing Educators’
Association, and the Association of Collegiate Marketing Educators. He served on the edi-
torial review boards of the Journal of the Academy of Marketing Education, Marketing

Education Review, the Journal of the Academy of Marketing Science, and the Journal of
Business Research.

Raymond McLeod, Jr.

Prior to accepting an appointment as assistant professor at Metropolitan State College in
Denver, Ray worked in industry with IBM, Recognition Equipment Inc., and Lifson,
Wilson, Ferguson, and Winick, a management consulting firm. In 1973 he accepted a fac-
ulty position at Texas Christian University and in 1980 joined the faculty at Texas A & M
University. In 1998 he joined the management science and information systems faculty at
the University of Texas at Austin, where he now serves as adjunct professor, teaching
courses in Marketing and MIS.

xviii



ABOUT THE AUTHORS xix

Findings of Professor McLeod’s research have appeared in such journals as California
Management Review, MIS Quarterly, Journal of Management Information Systems,
Decision Sciences, IEEE Transactions on Engineering Management, and Communications
of the ACM. He is co-author with George Schell of Management Information Systems,
Eighth Edition (Prentice-Hall, 2001) and Management Information Systems Case Book,
Sixth Edition (Prentice-Hall, 1995). He is author of Information Systems Concepts
(Macmillan, 1994), and Introduction to Systems Analysis and Design: An Organizational
Approach (Dryden, 1994).

Dr. McLeod has served on the editorial boards of the Journal of Management
Information Systems, Data Base, Information Resources Management Journal, and Journal
of Information Technology Management. He is past chair of the ACM Special Interest
Group for Computer Personnel Research (SIGCPR), and holds a Certificate in Data
Processing, awarded by the Data Processing Management Association (DPMA). He is
presently serving as editor of the International Journal of Information Technology Education.

Faye W. Gilbert

Faye W. Gilbert is a Professor of Marketing and Pharmacy Administration at The
University of Mississippi where she is also currently serving as the Associate Dean for the
MBA program. With a 1988 Ph.D. from the University of North Texas, Faye has published
her work in the Journal of the Academy of Marketing Science, the Journal of Retailing, the
Journal of Business Research, Psychology and Marketing, the Journal of Marketing Theory
and Practice, the Journal of Research in Pharmaceutical Economics, Marketing Education
Review, and the Journal of Marketing Education, among other journal and conference pro-
ceeding outlets. Faye has also written supplementary materials to accompany several texts.
She has served as president of the Society for Marketing Advances and as a founding mem-
ber of the Ole Miss Women’s Council for Philanthropy. She is the recipient of the outstand-
ing teaching award, the Elsie M. Hood, for The University of Mississippi, as well as two
commendations from the Mortar Board Honor society.



Contents

PREFACE X1V
ABOUT THE AUTHORS XVIII

Chapter 1

B THE NATURE OF CUSTOMER
RELATIONSHIP MANAGEMENT 1

THE CONCEPT OF RELATIONSHIP MANAGEMENT 2
CUSTOMER RELATIONSHIP MANAGEMENT 3

Tae CRM SYSTEM As A HUB OF APPLIED LEARNING 4
POTENTIAL RETURNS OF CRM SYSTEMS 6

POTENTIAL BENEFITS OF CRM SYSTEMS TO THE ORGANIZATION 6
POTENTIAL COSTS OF CRM SYSTEMS TO THE ORGANIZATION 8
POTENTIAL BENEFITS OF CRM SYSTEMS FOR CUSTOMERS 8
POTENTIAL COSTS OF CRM SYSTEMS FOR CUSTOMERS 9

LIFETIME VALUE OF THE RELATIONSHIP 10

Summary 11 Key Terms 12

Questions for Review and Critical Thinking 12 Notes 13

Chapter 2
B UNDERSTANDING CUSTOMER DIFFERENCES 14

ViEws or CUSTOMERS 15
STRATEGIC OPTIONS FOR APPROACHING CUSTOMERS 16

MARKET SEGMENTATION 18
IDENTIFYING CUSTOMER DIFFERENCES 19
Geographic Variables 19



vi CUSTOMER RELATIONSHIP MANAGEMENT: INTEGRATING MARKETING STRATEGY AND INFORMATION TECHNOLOGY

Demographic Segmentation Variables 20
Lifestyles and Psychographics 21
Behavioral Patterns 22

Analytically Derived Segments 22

PERSONALIZE B2C MESSAGES AT THE RIGHT LEVEL
OF AGGREGATION 25

Using CRM SysTEMS IN B2B MARKETING 25
Summary 26  Key Terms 27
Questions for Review and Critical Thinking 27 Notes 28

Chapter 3

B INFORMATION TECHNOLOGY AND COLLECTING
CusTOMER DATA 29

INFORMATION TECHNOLOGY AND CRM 30
CRM ARCHITECTURE 31
Data Sources 31
Data Acquisition 31
Data Storage 32
Data Management 32
Management and Control 33
Information Delivery 33
Information Users 34
COMPUTER ARCHITECTURES 35
Data Input 35
Contact Points 36
Point of Sale Input 36
Keyed and Scanned Data Input 36
Internet Input 37
Data Storage 37
DATABASE STRUCTURES 37
Multidimensional Databases 38
Data Analysis and Information Delivery 39
Reports and Database Queries 40
Mathematical Modeling 41
Data Mining 41



CONTENTS  vii

Online Analytical Processing 44
CLOSED-LOOP MARKETING 44
CoLLECTING CUSTOMER DATA 45
INTERNAL DATA SOURCES 45

EXTERNAL DATA SOURCES 46
Summary 47  Key Terms 48
Questions for Review and Critical Thinking 48  Notes 48

Chapter 4
B TuE CRM DATA WAREHOUSE 49

WHAT Is A DATA WAREHOUSE? 50

DATA WAREHOUSES AND DATA MARTS 50
DATA WAREHOUSING OBJECTIVES 51

DATA WAREHOUSE ARCHITECTURE 51
MANAGEMENT AND CONTROL 52
STAGING AREA 53

WAREHOUSE DATA REPOSITORY 54
DATA CONTENT 54

Data Characteristics 55

Data Types 55

Data Granularity 56

Data Hierarchies 56

Data Dimensions 56

METADATA REPOSITORY 57
TYPES OF METADATA 58
Metadata for Users 58
Metadata for Systems Developers 58
Sources of Metadata 58

DATA AND PROCESS MODELS 58

CASE TOOLS 58

DBMS SYSTEMS 59
How Data Is Stored in the Data Warehouse 59
Information Packages 59
Data Warehouse Navigation 62



viii CUSTOMER RELATIONSHIP MANAGEMENT: INTEGRATING MARKETING STRATEGY AND INFORMATION TECHNOLOGY

Data Warehouse Security 63
The Corporate Security Environment 63
Data Warehouse Security Measures 64
Summary 65  Key Terms 66
Questions for Review and Critical Thinking 66  Notes 67

Chapter 5
B_CusTtOoMER LovarLTY 68

PERSPECTIVES OF BRAND LoYALTY 69
BRAND LOYALTY AS BEHAVIOR 69
BRAND LOYALTY AS ATTITUDE 70
RELATIONSHIP COMMITMENT 71

FacTOoRrSs THAT AFFECT CUSTOMER LOYALTY 72
CUSTOMER SATISFACTION 72

EMOTIONAL BONDING 74

TRUST 75

CHOICE REDUCTION AND HABIT 75

HISTORY WITH THE COMPANY 76

ATTITUDINAL AND BEHAVIORAL COMPONENTS OF LOYALTY 76
LOYALTY AS ONE-TO-ONE RELATIONSHIPS 77
FACTORS THAT MAY LESSEN CUSTOMER LOYALTY 78
Competitive Parity 79
Variety-Seeking Behavior 79
Low Involvement 79
Summary 79  Key Terms 80
Questions for Review and Critical Thinking 80  Notes 81

Chapter 6
B CuUsTOMER RETENTION STRATEGIES 83

THE EVOLUTION OF RELATIONSHIP MARKETING PROGRAMS 84
FINANCIAL RELATIONSHIPS: FREQUENT BUYER PROGRAMS 84

SOCIAL BONDING 85

STRUCTURAL-INTERACTIVE RELATIONSHIPS 86

Tae CoMPLETE CRM FOR RETAINING CUSTOMERS 87



CONTENTS ix

CUSTOMER LIFE CYCLE 87
CUSTOMER RETENTION STRATEGY 88
The Welcome 89
Reliability 90
Responsiveness 90
Recognition 91
Personalization 91

PROBLEM IDENTIFICATION AND MANAGEMENT 96

ConNrFLICTS AND CUSTOMER COMPLAINT MANAGEMENT 97
WHAT TO DO WHEN CUSTOMERS COMPLAIN 98
Be Customer-centric 98

Keep in Touch and Listen to Customers 100
Summary 100 Key Terms 101
Questions for Review and Critical Thinking 101 Notes 102

Chapter 7
B WINBACK AND ACQUISITION STRATEGIES 103

WINBACK STRATEGIES 104

IDENTIFY WHO IS ABOUT TO TERMINATE 104
Consider Lifetime Customer Value 105

ESTABLISH WHY CUSTOMERS TERMINATE 106

RE-CONTACT LAPSED CUSTOMERS 107

PROVIDE A REACTIVATION OFFER 107

ACQUISITION 108

OBJECTIVES: CHOOSING GOALS THAT FOCUS ON LIFETIME VALUE 108
STRATEGY: SELECTING TARGETS AND DESIGNING MIXES 108
NATURAL REFERRALS: EVERYBODY IS TALKING ABOUT IT 109
AFFINITY PROGRAMS: INCENTIVES FOR REFERRALS FROM GROUPS 110
AFFILIATION NETWORKS: PAYING COMMISSIONS FOR REFERRALS 110
RELATIVE ADVANTAGE: GIVE THEM SOMETHING TO TALK ABOUT 111
SWITCHING COSTS: ELIMINATE EXCUSES TO STAY WITH THE COMPETITOR 112
POINT OF ENTRY: THE INITIAL CONTACT FOR ACQUISITION 112
Summary 113 Key Terms 113

Questions for Review and Critical Thinking 114 Notes 114



x CUSTOMER RELATIONSHIP MANAGEMENT: INTEGRATING MARKETING STRATEGY AND INFORMATION TECHNOLOGY

Chapter 8

Bl _SALES FORCE AUTOMATION AND AUTOMATED
CUSTOMER SERVICE CENTERS 115

SALES FORCE AUTOMATION 116

TASKS FOR SFA 117
Contact and Time Management 117
Lead Management and Opportunity Management 118
Knowledge Management and Intranet Access 119
Price Quotes and Order Configuration 120
Follow-up Management 120
Analysis and Reporting Tools 120

UNDERSTANDING RESISTANCE TO SFA SYSTEMS 121

AUTOMATED CUSTOMER SERVICE CENTERS 12

CALL CENTERS 122

CHARACTERISTICS OF CUSTOMER SERVICE PERSONN
Evaluation of Call Center Data 124

WEB-BASED SELF SERVICE 125

Summary 126  Key Terms 127

Questions for Review and Critical Thinking 127 Notes 1.

Chapter 9

B THE Basics oF DAaTA MINING, ONLINE ANALYTICAL
PROCESSING, AND INFORMATION PRESENTATION 129

Data MINING 130
DECISION SUPPORT 131
HYPOTHESIS VERIFICATION AND KNOWLEDGE DISCOVERY 132
DATA MINING FUNCTIONS 133
Classifications 133
Clusters 133
Associations 133
Patterns or Sequences 134
KNOWLEDGE DISCOVERY METHODOLOGIES 134
Decision Trees 135
Genetic Algorithms 136
Memory Based Reasoning 136



CONTENTS

Neural Networks 137

Basics or OLAP 137
BASIC ONLINE ANALYTICAL PROCESSING ARCHITECTURES 138
Relational Online Analytical Processing (ROLAP) 139
Multidimensional Online Analytical Processing (MOLAP) 141
OLAP SOFTWARE 141
INFORMATION PRESENTATION 141
INFORMATION USERS 142
INFORMATION DELIVERY SOFTWARE 142
Report Writers 142
Database Query Languages 143
Decision Support Systems 143
Online Analytical Processing 143
Summary 143 Key Terms 145
Questions for Review and Critical Thinking 145 Notes 145

Chapter 10

B MEASURING CUSTOMER SATISFACTION
AND LOoYALTY 146

THE VALUE OF MEASURING CUSTOMER SATISFACTION 147
CONDUCTING A CUSTOMER SATISFACTION SURVEY 148
Stage 1: Defining the Problem 148
Stage 2: Planning the Survey Design 149
Stage 3: Designing the Questionnaire 150
Stage 4: Selecting a Sample 150
Stage 5: Collecting Data 152
Stage 6: Analyzing the Data 152
Stage 7: Drawing Conclusions and Preparing the Report 153
Stage 8: Following Up 153
SATISFACTION AND QUALITY MEASURES 153
Quality of Tangible Goods 155
Quality of Services and Service Components of Products 156
MEASUREMENT OF BRAND LOYALTY 157

MEASUREMENT OF EMPLOYEE SATISFACTION AND LOYALTY 158
Summary 160  Key Terms 160
Questions for Review and Critical Thinking 160  Notes 161



