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Editorial 
 

We are happy to present the June 2012 issue of International Journal of Management 
Research (IJRM) which is a collaborative publication of the Apeejay School of Management 
and Philadelphia University. This is a special issue on Customer Relationship Management 
where we have tried to capture some of the contemporary thoughts on the theme drawn 
from both the academics as well as corporate leaders/practitioners.  
 
First contribution is a reflective article titled ‘CRM: More than Data Base Management’ by 
Prof Ruby Roy Dholakia. She observes that relationship aspect of CRM has got misplaced in 
the web of technology and emotional connect needs to be revitalized in order to protect the 
interests of both the companies as well as the consumers.  
 
Second contribution titled ‘Loyalty Is for Dogs’ by Mr Aditya Atri presents a corporate 
perspective on CRM. He urges the academics and practitioners to rethink the CRM 
paradigms in fast changing world by raising some difficult questions around current CRM 
practices. Views of Mr Atri are quite compelling and thought-provoking. 
 
Third contribution titled ‘CRM: Reality, Implications and Action’ by Prof Mukesh Chaturvedi 
& Prof A V Shukla is quite interesting. They have meticulously tried to develop meaningful 
insights on CRM by collating real-life customer experiences in contemporary times. The 
authors have captured the reality, implication and action vis-à-vis CRM in an engaging 
manner. The article provides incisive action agenda for making CRM relevant for the 
customers. 
 
Fourth contribution titled ‘A Review of Customer Relationship Program Development’ by 
Prof Amit Mookerjee reviews the theory and reports practices extant in industry, with 
regard to CRM programs. It describes the conceptual inputs that have gone into the process 
and framework of CRM program development. Based on existing literature, it goes on to 
propose a CRM program development process which also records various existing industry 
practices in each phase of the process. It categorizes the various kinds of programs, across 
strategic/tactical dimensions as well as by purpose and segment.  
 
Fifth contribution titled ‘Impact of Customer Relationship Management Program’ by 
Ramendra Thakur & Danelle Piacitelli proposes a model that examines how to assess the 
impact of the organization’s customer relationship management (CRM) program. This paper 
examines the factors that help in determining the impact of the organization’s CRM 
program, based on customer satisfaction, retention of customers, customer loyalty, 
marketing effectiveness and efficiency, reduction in call volumes, optimization of channel 
investments, and increase or decrease in revenue of the organization.  Seven propositions 
are developed suggesting that increased customer satisfaction and loyalty are byproducts of 
increased longevity in customer retention and deeper relationships between the customer 
and the organization.   
 
Sixth contribution titled ‘Word of Mouth: A Research Agenda’ by Anjali Malik & Rajeev 
Kumra identifies future areas of research and has presented them as propositions and 
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research questions. The paper also highlights some important techniques used in WOMM 
campaigns for influencing consumers in the marketplace.  
 
Seventh contribution titled ‘Customer Satisfaction in High Involvement Products:  
Assimilation-Contrast Effects under the Expectation-Disconfirmation Paradigm’ by Ms Neha 
Khurana examines whether obtaining customer satisfaction is harder to achieve in high 
involvement products using assimilation-contrast effects under expectation-disconfirmation 
paradigm. This paper unravels some of the important questions that trouble the CRM 
practitioners.   
 
We hope, the special issue will spark a fresh debate on recent trends in CRM and enrich the 
body of knowledge on the subject. We welcome your comments on this special issue and 
contributions for the forthcoming issues.   
 

–Editors  
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CRM: More than Data Base Management 
 

Ruby Roy Dholakia 

College of Business Administration, The University of Rhode Island, Kingston, R.I., USA 
E-mail: ruby@uri.edu 

 
Abstract 

In the pre-industrial era, customized relationships were the norm and the direct interactions 
between the producer and the buyer were intimate and personal.  In the industrial era 
when technological developments massively increased production, those customized 
relationships were replaced by impersonal interactions and use of mass media to 
communicate with customers.  In the post-industrial era, technologies are now being 
deployed to re-invigorate the buyer-seller relationships and re-create those conditions of 
trust, loyalty and intimacy that existed in the pre-industrial era.  Technologies, however, 
have their constraints. This paper advocates a need for emotional connect with the 
customers while leveraging high-end CRM technology. 
 
Keywords: CRM, Technology, Task-Technology fit,  

 
Introduction 
Recently, I experienced the customer relationship management (CRM) system of three 
separate auto insurance companies.  First, my existing company’s bill to pay for the auto 
insurance arrived promptly in my e-mail inbox without any explanation of a 30 percent 
increase in the premium.  Luckily, the large increase caught my attention and instead of 
automatic payment of the premium, it trigged to a phone conversation with a call center 
representative who could not provide an adequate explanation for the price increase.  This 
led me to an intensive search for alternative price quotes on the Internet.  Past exposure to 
TV and other media advertising created a short list of three other companies all of whom 
required the same information – my personal details – in order to tap into the Department 
of Motor Vehicles’ database to generate my auto ownership history.  I went with Company 
C because of its lowest price quote but also because of its excellent customer acquisition 
interaction.   
 
Let me be clear.  One of the details required was my date of birth information needed by all 
three companies in order to start the quote generation process; only Company C 
representative recognized my birthday was a few days away and made a personal 
connection with me.  After I had received and compared quotes from all three companies, I 
called Company C and the second call reinforced the earlier experience.  It was actually my 
birthday when I called which the representative recognized right away and who not only 
wished me happy birthday but took time to talk about birthdays.  This suggested that 
Company C had trained all its representatives to look beyond the data and recognize the 
human in the customer experience!  Company B, with a slightly higher quote was very 
efficient citing customer satisfaction scores and JD Power ratings but missed the human 
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connection.  Company A, who had me as a customer for the past few years but was about to 
lose me as a customer, provided no more information than the quote itself.   
 
What did I learn from this?  CRM has to be more than data base management. The 
emotional component related to customer experiences is too frequently ignored in CRM 
even though these emotional experiences influence customer satisfaction, trust and 
confidence.  These customers’ affective experiences play a major role in CRM effectiveness, 
and CRM has to create and nurture the human relationship in the buyer-seller interaction.  
Furthermore, as the volume of personal information in databases increase, customers are 
becoming more concerned about receiving value in exchange for personal information 
(Romano, 2000).  In the current environment where technologies are pervasive not only in 
companies but also among customers, CRM challenges have grown in complexity and the 
emotional component has become even more important. 
 
What is CRM? 
Customer Relationship Management (CRM) is an old concept that has been revived and 
revised with the fusion of new technologies.  There are many definitions of CRM.  In a recent 
review, Tsai and Chi (2012) referenced three: 

1.  The one articulated by Swift (2001) defined CRM as “an enterprise approach to 
understanding and influencing customer behavior through meaningful 
communications in order to improve customer acquisition, customer retention, 
customer loyalty and customer profitability”. 

2. The second advanced by Kincaid (2003) emphasized managing the customer’s 
relationship with the company across the whole customer life cycle through the 
strategic use of information, processes, technology and people.  

3. The third one involves the integration of marketing, sales, customer service and the 
supply chain functions to achieve greater efficiencies and effectiveness in delivering 
superior customer value (Parvatiyar and Sheth, 2001). 

 
Despite the number of alternative definitions and lack of consensus, there is increased 
recognition that CRM is central to an organization’s strategic purposes and goals (Ngai, 
2005) and academic attention to the topic has similarly increased (Tsai and Chi, 2012).  
Because the focus on customer satisfaction and customer retention has always been part of 
the market orientation, early approaches to CRM were located in the marketing 
department.  Bickert (1992) emphasized use of promotional marketing techniques linked to 
databases. As databases grew, focus on individual customers became possible and one-to-
one relationships were promoted as an approach to long term customer retention and 
growth strategy (Peppers & Rogers, 1993). Today, CRM is no longer narrowly confined to 
specific departments within an organization or within a specific discipline. 
 
In the broader definition advocated by Parvatiyar & Sheth (2001), the emphasis shifted 
considerably.  The primary purpose of CRM was to increase organizational effectiveness and 
efficiency and therefore not all customers were to be considered equal; databases were to 
be employed to ‘select’ customers who could help generate superior customer value. An 
implementation of this strategy by Best Buy, the electronics retail giant, for instance, led to 
an estimate that “as many as a hundred million of its customer visits each year are 
undesirable” and therefore represented less than valued customers (Wall Street Journal, 
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2004).  The emphasis on organizational effectiveness and selection of customers imply that 
creation of superior value and building co-operative and collaborative relationships should 
be the focus of CRM processes and activities.  
 
CRM Technology and its Constraints 
Companies are employing CRM technologies, data mining and relationship marketing 
techniques in efforts to satisfy customers and build a sustainable competitive advantage.  
Since there are few real differences in the technologies themselves, investments in 
technology alone does not affect performance (Goodhue, Klein and March 2000).  While 
technology enables CRM practices, it is also necessary that organizations be sensitive to 
customers and constantly receive and recognize signals from customers. It is not enough to 
employ technologies; it is necessary to ensure that the Task-Technology Fit (TTF) is strong.   
Impacts of technologies that fit the tasks are more positive (Goodhue & Thompson 1995).   
 
In the pre-industrial era, customized relationships were the norm and the direct interactions 
between the producer and the buyer were intimate and personal.  In the industrial era 
when technological developments massively increased production, those customized 
relationships were replaced by impersonal interactions and use of mass media to 
communicate with customers.  In the post-industrial era, technologies are now being 
deployed to re-invigorate the buyer-seller relationships and re-create those conditions of 
trust, loyalty and intimacy that existed in the pre-industrial era.  Technologies, however, 
have their constraints. 
 
These constraints are sometimes directly related to the technologies but frequently lie 
outside. CRM technologies have led to high expectations and frequently disappointing 
results.  According to Rigby, Reichheld & Schefter (2002), there are four perils that have 
endangered the CRM benefits: 

 Implementing CRM before creating a customer strategy; 

 Rolling out CRM before changing the organization to match; 

 Assuming that more CRM technology is better; 

 Stalking, not wooing, customers. 
 
These four perils, taken together, indicate that greater emphasis are given to CRM on 
technologies than on the processes and systems within which these technologies are 
embedded, both external but particularly internal. Despite the professed CRM emphasis on 
collaborative and co-operative relationships, ‘stalking’ customers represent an 
unidirectional flow (organization to customer) rather than a bi- and multi-directional flow of 
communications and activities.   
 
It is easier said than done, however, to make customers ‘equal members’ in the value chain. 
This is particularly true for B-2-C relationships where individual consumers may not know 
exactly what they want and are willing to change their minds frequently.  In a B-2-B 
relationship, there is a greater probability that customers can become and want to become 
‘equal members’.   According to Newell (2003), it is also necessary that CRM be 
implemented in a context of “high frequency of purchases” so that a dialog can be 
maintained.  While high frequency may exist in B-2-C markets, high value purchases typify B-
2-B markets more adding to the complexity of implementing CRM adequately. 
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Today, the technological capabilities in the hands of the average consumer pose additional 
challenges. As described in the introduction, Internet technology enables various service 
providers with fast, convenient access to customers. At the same time, it also arms the 
customers with easy access to competitors and their market offers. Comparison shopping, 
consulting with peers and online reviews and posting of comments mean that the 
relationship between the buyer-seller has been easily expanded to include a community 
that goes beyond the boundary of the dyad. Thus, managing the customer relationship has 
grown even more difficult.  
 
Conclusion 
Ueno (2006) believes CRM is a philosophy and implementing CRM is challenging.   According 
to Dholakia, Bang & Dholakia (2005), managing customer relationships is a continuing 
process that requires a learning organization and a focused effort to mold the CRM so that it 
‘fits’ the specific task of customer service for that organization.  Knowing the customer 
strategy is the first challenge that must be met.  
 
Academic researchers can contribute in many ways. If the objective of CRM is to “increase 
the customer’s commitment to the organization through the process of offering better value 
on a continuous basis at a reduced cost” (Parvatiyar and Sheth 2001), then research can 
identify the contribution of different components of the relationship management 
processes to various outcomes. The problems require the perspective of several disciplines.  
At this stage, while the amount of research on the topic has been increasing steadily, we 
lack theories and even ‘law-like generalizations’ that help explain the phenomenon of 
customer relationship management. Academic research can contribute to the development 
of generalizable knowledge. 
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Corporate Perspective 
 

Loyalty Is for Dogs 
 

Aditya Atri 
Loyalty & MarCom Consultant, New Delhi, India 

E-mail: adityaatri@gmail.com  

 
I love dogs. They ask for little but give years of happiness, joy and support. They stand with 
you through thick and thin. And they are extremely loyal. That is why they are known as 
man’s best friend. But this article is not about dogs. It is about us human beings –specifically 
human beings who consume goods and services. 
 
Unfortunately our customers are not dogs. They are human beings – like us. We are 
emotional and often take decisions not necessarily based on logic. And that is how 
manufacturers and companies have through trial and error, over years built a process to 
manage this behavior. They woo us, tempt us, delight us and importantly, satisfy the needs 
for which we go to them. Increasingly over the past decade or so companies have felt the 
need to make the actions based on consumer behavior more predictable. They felt the need 
to do so for a set of diverse reasons, ranging from competitive pressure to planning for an 
increasingly flirtatious customer to well because the boys in the IT department had bought 
this new CRM package (and someone has to use it). And thus the ‘Loyalty program’ was 
created.  
 
Tail wags the dog 
Success of early adopters of this new marketing silver bullet – airline, hospitality and retail 
industry convinced CEO’s that if they did not get a program within the next fiscal year their 
membership to the golf club will be terminated. Suddenly the customer’s slim wallet was 
bulging with all kinds of shiny plastic.  Companies purchased expensive technology in form 
of loyalty platforms, built large operation structures and data warehouses to prepare for the 
data the size of the census records of India and China. Membership forms to these loyalty 
program gathered more data on one individual than what was collectively know of human 
civilization 100 years back.  
 
And then we waited for the sales graph to take off.  But nothing happened and we were 
advised to give it some more time. In the meantime please go and collect the award for 
being the first program designed for customers of bird poo from Nauru.  After the board 
room shelf was full of trophies and the top honchos pictures had been published in every 
district newspaper, the troublesome CFO and his band of devils (auditors) brought in the 
satanic 3 letters into the lexicon – ROI. Not to be out done our loyalty heroes attacked the 
heathens with LTV, segmentation – for some time they shifted the goal post but the 
heathens were persistent and wanted to see the results of the millions invested. Finally our 
loyalty heroes said to answer the ROI question in our endless segmented reality with 
burgeoning interactive digital opportunities, with the objective to maximize the LTV of our 
customers (and their un-born grandchildren – they had by this time heard of the ‘Long Tail’ 
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effect) in an increasingly inter-connected world were the geo-socio-eco-political situation in 
Bosnia – Herzegovina may have major ramifications, it is important that we bring in 
consultants and other fortune tellers with their new data tools. Here we discovered a new 
creature - Analytics.  
 
So after so many years even today loyalty is the big elephant in the room and none of his 6 
blind minders want to describe him or his impact. Is it time we asked the all-important 
questions? Why do we need the program? Is it only about rewards and recognition? And 
before we forget - Is the customer a dog? 
 
The King is dead. Long live the King 
It is time the discussion on loyalty is brought back to the intended target – the customer. 
The customer is changing faster than ever before and we, instead of trying to change to 
change the customer, must change ourselves.  
 
To do so we must bust some myths/symbols: 

1. Loyalty is not about points 

2. Loyalty is not about technology 

3. Loyalty is not about a plastic card in the wallet 

4. Loyalty is not about profile data 

5. Loyalty is not about the entire universe of customers 

6. And many more …… 

In sum, the discussion must move away from creating the infrastructure and technology and 
move to creating more opportunities for dialogue with the customer. We must challenge 
ourselves and create a process for engineering dialogue. A process whose philosophy is 
based on what we don’t know rather than what we do. A process in which trial (and the 
resultant error) is applauded.  Were automation is desirable and creativity is based on 
richness of dialogue rather than the aesthetics of communication assets.  
 
After going through this evaluation, we will find that we will hold on to the kernel of the 
idea of loyalty and would have got rid of some of the symbols and rituals. Some of the 
essential points which we need to retain or add are: 
 

1. Segmentation  

a. Understand and prioritize segments 

b. Create value propositions for selected segments 

2. Optimization 

a. Allow for need based investments in product/ service development and 

marketing through a continually better customer understanding and insights  

3. Automation 

a. In an increasingly self-service world, create platforms and processes which 

allow for rules based marketing, thereby, liberating the marketing function to 

focus on customer needs (through segmentation and optimization) 
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These points are the basic building blocks of any customer relationship. In an increasingly 
data rich world where customers have heightened expectations and ever more 
opportunities to try competitive products and services, it is important that companies adopt 
and embed these basic principles of a loyalty program.  Loyalty programs are no longer just 
a defensive competitive mechanism but have the potential of being a transformational 
platform for creating sustainable customer relationships which increase enterprise value. It 
is also very important that the idea of loyalty permeate through the entire enterprise and 
not be treated as yet another marketing campaign.   
 
In sum, if there was a way to describe the philosophical shift brought about by loyalty 
programs it would be that we stop thinking of people as consumers and start thinking of 
them as customers.   
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CRM: Reality, Implications and Action 
 

Mukesh Chaturvedi &  A. V. Shukla 
Birla Institute of Management Technology, Greater Noida, India 

E-mail: mukesh.chaturvedi@bimtech.ac.in, av.shukla@bimtech.ac.in  

 
Abstract 

Real-life customer experiences in contemporary times provide a meaningful insight into the 
what, why and how of relationship practices. This article is based on such experiences, both 
within the country and abroad. The authors have captured the reality, implication and 
action vis-à-vis CRM in an engaging manner. The article provides incisive action agenda for 
making CRM relevant for the customers.  
 
Keywords: CRM, Customer Satisfaction, Customer Retention, Experiences    

 
Introduction 
In its broadest sense, customer relationship management (CRM) is often described as ‘all 
activities that turn casual customers into loyal customers by satisfying or exceeding their 
requirements to the extent that they will buy again.’ As can be seen from the above 
description, CRM aims at increased customer loyalty through higher customer satisfaction, 
which in itself results from ‘knowing’ the customer better. Marketing, therefore, it can be 
said, has moved forward from the traditional ‘mass’ approach to the contemporary ‘one-to-
one’ approach. For long, marketing had focused on activities aimed at increasing the 
company’s market-share. CRM, on the other hand, emphasizes activities aimed at existing 
customers; customer retention through enhanced customer service and an increased share 
of the customer’s wallet. 
 
Every customer leaves a trail of data behind various interactions he may have with a 
company. Data are produced from sales calls, customer service centers, actual purchases, 
visits to company website, company blog and social networking sites. All these data need to 
be captured in real time and stored systematically by the company. From an analytical study 
of the stored data emerges ‘information’. This information provides greater insight into 
customer behavior, trends and patterns. At the macro level, this insight helps the company 
to design appropriate marketing strategies. On the other hand, at the micro level, the 
insight enables the company to serve the customer better, segment the customers and treat 
different customers differently.  
 
Peppers and Rogers have very rightly spelt out the following four steps in CRM – Identifying 
of one’s customers in as much detail as possible including demographics, psychographics, 
habits and preferences; Differentiating among them as most and least profitable; Interacting 
with the customers; and Customizing one’s offerings to fit each customer’s needs through 
mass customization or individual tailoring. Through these four steps, the company is better 
able to understand its customers and learn to provide more relevant and customized 
offerings. In other words CRM is said to achieve the establishment of a ‘learning 
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relationship’. In a learning relationship, the customers teach a company about their 
preferences and needs. Learning relationship enables designing of better marketing 
strategies. In this way, while, on one hand, CRM facilitates customer loyalty, on the other, it 
proves to be a very effective competitive tool. Satisfied customers are not only retained 
longer, but can also be prompted to migrate to upscale, new and greater variety of 
products. It is, therefore, said that, as a marketing tool, CRM puts greater emphasis on the 
share-of-the-wallet rather than the share-of-the-market, which is the focal point of 
traditional marketing approach. Customers, who repeatedly purchase from a company, are 
also useful at generating referrals, which ensures new customers keep entering the pipeline.     
 
CRM, then, provides information – rich environment for developing winning customer 
strategies. Since the future holds out a continuous improvement in technology, CRM 
systems are set to become more- and- more user friendly providing better insights into 
customer behavior and relationship development. 
 
Wither CRM – Some Indian Experiences 
Real- life customer experiences in contemporary times provide a meaningful insight into the 
what, why and how of relationship practices. Some such experiences, both within the 
country and abroad, are enumerated below. 
 
REALITY: While customers wait to make payment for car servicing at a counter of the dealer 
of a reputed brand of cars, the staff there at the counter is busy chit- chatting among 
themselves on trivial matters.  
 
IMPLICATIONS: The customer feels neglected and unimportant, and would switch loyalties 
at the earliest pushing up the company’s ‘churn rate’ and negatively affecting its ‘retention 
rate’. 
 
ACTION: The Company needs to reinforce the importance of being customer- centric and 
train all staff at all levels to keep the customer as the pivot of all his actions. 
 
REALITY: While patients wait to pay for hospital bills at the billing counter at a hospital, the 
staff manning the counter is busy getting the attendance of the house-keeping staff 
updated. As it is early morning, there is not much rush of OPD patients and the cash clerk 
has also been entrusted with the job of recording attendance of the overnight house-
keeping staff by the Manager. 
 
IMPLICATIONS: Increases customer dissatisfaction and promotes switching. 
 
ACTION: The management of the hospital needs to rework its role definitions keeping the 
customer as the focus. 
 
REALITY: A customer enters a large self-service grocery store and proceeds to the cash 
counter with a query. The counter clerk is, however, busy talking on his cell phone and does 
not seem to even notice him leave apart attending to him.  
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IMPLICATIONS: Reduces the customer’s bill at the store. In other words, the store loses on 
‘share of the wallet’ - increases customer dissatisfaction and promotes switching. 
 
ACTION: The Company needs to train its employees on the importance of the customer on 
the lines of Sam Walton’s famous six feet rule.   
 
REALITY: The Motor Vehicles Act makes it mandatory for all four wheelers to be tested and 
to carry a ‘Pollution under Control’ certificate that has to be renewed every three months. 
The Government has appointed several testing and certifying centers in every city for this 
purpose. One such center sends reminder mails just before the expiry of the three months 
for the renewal of the certificate to all its customers.  
 
IMPLICATIONS: Such a reminder helps customers to avoid penalties imposed by the RTO on 
vehicles with expired PUC Certificates increasing customer satisfaction, although indirectly. 
At the same time, the Center is able to retain most of its PUC customers. 
 
ACTION: The centre requires not only keeping a record of the customers getting PUC 
certificates made, but also its effective retrieval at the right time. 
 
REALITY: Authorized service stations of all reputed automobile brands like Maruti remind 
customers that their car is due for service three months after the last service and also offer 
pick up and drop back facility required by the customers. Customers who get their car 
serviced with them are called up by the company’s Customer Care Executive to collect a 
feedback on the quality of service and the customer’s satisfaction from the service 
rendered. 
 
IMPLICATIONS: Increases customer satisfaction; helps in customer retention and promotes 
good word-of-mouth.  
 
ACTION: This requires customer identification, data capturing and storage. Data then needs 
to be shared not only within the company, but also with channel partners, suppliers and 
other facilitators.        
 
REALITY: Many restaurants, like U-Turn in Delhi-NCR, record the marriage anniversary of 
couples coming in for dining and wish them a very happy anniversary the next year while 
making a special offer if the couple decides to celebrate their anniversary with them that 
year. 
 
IMPLICATIONS: Increases customer satisfaction; helps in customer retention and increases 
‘share of the wallet’. 
 
ACTION: This requires customer identification, data capturing and storage. 
 
REALITY: The Life Insurance Corporation of India sends reminder SMSs for premium 
payment to policy holders before a premium on a policy is due.  
IMPLICATIONS: Improves customer satisfaction and increases policy continuation rate, i.e., 
customer retention.     
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ACTION: This requires data mining of company records. 
 
REALITY: As a guest walks in to the reception counter at Hotel Parichay in Pune one fine day 
and introduces himself, the receptionist is able to quickly check the system in front of her to 
find that the guest had earlier stayed with them a couple of times and, in February 2012, for 
the last time. She is also able to see that the guest has been a good spender at the two 
restaurants in the hotel in the past. While she is performing the customary check of the 
customers PAN card made mandatory by the Pune Police, she is alert enough to notice that 
it happens to be the customers 42nd birthday that day. While she allots a room on the first 
floor to the customer, she, also, quickly arranges a bouquet of fresh flowers and a small 
birthday cake in the room.  
 
IMPLICATIONS: The guest is absolutely delighted to find the flowers and the cake waiting 
for him in the room. He not only firms up his commitment to always stay with Parichay on 
his future visits to the city, but also shares his exciting experience with all his family 
members and colleagues.  
 
ACTION: The hotel has always worked hard towards making all its staff totally customer-
centric through continuous training. The staff is trained to make all efforts in ‘knowing’ its 
customers completely and as minutely as possible. The hotel’s IT systems are also designed 
to provide a complete 360o view of a customer who has earlier stayed with them. At the 
same time, the front desk staff is adequately empowered to make the stay of every guest 
comfortable, enjoyable and memorable. It is due to all this that guests at the hotel are not 
new to experiences like this.          
 
Overseas Experiences  
Travelling is something most would like to experience from a very young age either for 
business or for leisure. Visiting countries other than our own is extremely interesting in the 
form of exploration, relaxation, and business. 
 
REALITY: An academic travelling to teach and relax, and have a good time, experiences a 
different atmosphere for work and leisure, both. He started his journey from India for 
France by Air France Flight to join Rouen Business School as a visiting faculty along with his 
wife, and immediately started noting the service quality. He was well satisfied with the 
services provided by the ground staff at the airport, but, simultaneously, was displeased 
with the crew members inside the flight as they were not at all helpful in providing any help 
in settling down, especially with luggage. The inside- the- flight experience was a contrast 
from the ground experience: a) There was no x-ray of the check-in luggage; b) The person at 
the Check-in Counter was very understanding and helpful, came out to weigh the luggage 
himself and inspect the handbags; c) Suitcases were weighed one-by-one, over by about six 
kgs., but cleared; d) One of the handbags also checked-in at the Boarding Gate for it was 
over size and it contained all the grocery, spices and oils, but without any extra charge; and 
e) The ques were managed very well, Immigration Form was given in the que to fill as the 
Immigration Clearance was the next counter. 
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IMPLICATIONS: The customer is not only satisfied but also delighted leading to ‘customer 
loyalty’ and, eventually. higher customer life-time value (CLTV). 
ACTION: It seems the airline has made a good study of the needs and requirements of 
earlier customers with similar profiles and has suitably empowered ‘boundary spanners’, 
the front-end people, to customize, leading to complete customer satisfaction. 
 
REALITY: The flight took off on dot; ear plugs, blinders, etc., given in a kit; welcome drink 
took some time to come; then flags were put on the back of the seats, which were not only 
for vegetarian/non-vegetarian, but also to indicate Economy/ Super Economy. Therefore, 
the dinner got very late. Nonetheless, he enjoyed his beverages and meals. The big satisfiers 
were the in-flight Menu Card, which was in French, English and Hindi as well as all the in-
flight announcements. The crew members also spoke in English. There was a good choice of 
drinks/beverages and tea/coffee. However, what the professor could not appreciate is why 
there was no ketchup served with omelet in breakfast when it was there with pasta in 
dinner. He was also not very much pleased with the curtness of the crew members at times. 
 
IMPLICATIONS: Over all, the customer is not satisfied with the in-flight service of the airline. 
 
ACTION: It seems the airline needs to orient its crew members to customize as per the 
needs and requirements of the customers with different profiles leading to complete 
customer satisfaction.  
 
REALITY: The flight landed half-hour before time. The experience at Paris Airport was 
overwhelming both in terms of the accessibility to terminal and smooth processing. The Exit 
directions were in English also; the Passport Control Police spoke in English, and just saw the 
passports. The Baggage Collection points were right behind the Passport Control Counter, 
and the Terminal Exit was right at the same level, on the road side.  
 
IMPLICATIONS: The customer is not only satisfied, but also delighted promoting ‘customer 
loyalty’ towards the airport.  
 
ACTION: It seems the airport authorities have made an in-depth study of the customers with 
similar origins and suitably empowered  the customer-end people, to customize, leading to 
complete customer satisfaction. Also, a lot of research seems to have gone into the 
passengers’ need for convenience. 
 
REALITY: He reached his flat on-campus at Rouen Business School after one-and-half hours’ 
drive. He was highly impressed by the help provided to him by the taxi driver in the form of 
helping him with his luggage to his flat on the second floor, which is unusual as the cab 
owners/drivers are not supposed to do that. There were no lifts. A beautiful apartment, fully 
furnished and well adorned with beautiful paintings, but no wall clocks. 
 
IMPLICATIONS: The customer is not only satisfied but also delighted promoting ‘customer 
loyalty’ and eventually higher CLTV. He would like to hire the same cab and driver for the 
rest of his stay in France. At the same time, the cultural differences also start dawning upon 
the customer. 
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ACTION: It seems the cab driver has developed a good understanding of the needs and 
requirements of earlier customers with similar profiles and suitably adapted, leading to 
complete customer satisfaction. 
 
REALITY: The major difficulty he faced at the apartment was the installation of WiFi facility 
to his personal laptop which was resolved with the cable connection. He was informed that 
this too was installed only last month. The TV in the flat was all French. The Institute tried 
their level best to get a dish, but the landlord kept on saying that the Housing Society would 
not permit it for the reasons of security. Actually speaking, hardly any flat/building had it; 
but, may be because they did not need it. 
 
IMPLICATIONS: Over all, the customer is not happy with the attitude of the landlord. May 
be, it was because of the cultural difference. But, as a matter of fact, in France, they could 
not care less.  
 
ACTION: It seems the landlords/societies need to orient themselves as per the needs and 
requirements of the global customers with different profiles leading to their satisfaction.  
 
REALITY: Apart from the institution tasks like classes, conferences, seminars, guest lectures, 
etc., he traveled to Paris, Rome, Venice and many adjoining places to France as experiencing 
different cultures is a great adventure for him. He experienced different behaviors and 
services, like, at Venice, where he acknowledged the courteousness of the hotel for keeping 
their luggage in locker room after even check out, but he did not appreciate that they were 
not allowed to bring any eatables from outside even in to their lobby area. At Rome, he 
found rooms were much better than Venice and even got the opportunity to have Indian 
food. 
 
The hotel in Venice was very close to St. Mark Square, but had difficulty in reaching it as it 
did not have a contact number. The bus drivers, who brought from the airport to the Venice 
city, were of no help. The hotel did not try to check with the booked guests if they were 
coming or not. It was also difficult to talk in English sometimes. They did not have electric 
kettle and mineral water in rooms. The receptionist gave the electric kettle. The room was 
okay; breakfast was okay, but closed on time. The waitresses were courteous and served 
well. “Sohel”, a Pakistani boy at McDonald’s, was very understanding and helpful. 
 
The rooms were much better in Rome. But, one had to buy tea/coffee from machine. The 
tap water was not good enough. Breakfast was very sad, nothing much to eat – no fruits, 
only one lady to serve, small room. 
 
The bus that brought the passengers to the craft for boarding at BVA airport allowed all to 
board together even though some had paid extra for priority boarding. The BVA airport at 
Paris was getting expanded; therefore, it took quite some time to get out. 
In Paris, the rooms were very good; but, again, tea/coffee had to be bought from machine. 
The breakfast was over before time. The waitresses were quite curt; would not serve well 
and replenish. 
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Security at the Luvre, the museum, was very friendly. Paris has Radio Taxi System available 
in English also, which is very convenient.  
Metro is life-line of Paris, but very complicated and tiring. Poor maintenance, pick-pockets, 
and a lot of walking up & down make it much inconvenient. However, the Paris airport 
terminal 2F served tea with milk, and the lady at the counter spoke English.    
 
IMPLICATIONS: Over all, the customer is not satisfied with the experiences in the other part 
of Europe also. The customer is not happy with the attitude of the people in general. May 
be, it was because of the cultural difference.  
 
ACTION: It seems the service providers need to orient themselves as per the needs and 
requirements of the global customers with different profiles leading to their satisfaction, if 
they are serious about their business. But, as a matter of fact, in Europe, they could not care 
less.  
  
REALITY: Shopping experience in France was interesting. In the vegetables & fruits shop, 
they opened exactly on dot; the shopkeepers were very helpful, though did not speak 
English, but would not allow you to pick anything on your own and would charge for the 
shopping bags too.  At Carrefour, the huge departmental store, prices and discount schemes 
were bit confusing. Ladies at MONO, the other store down town, were very helpful and 
even explained in English. At BNP, where, on one hand, the ATMs were confusing because 
they were all in French only, the ladies were very helpful.   
 
IMPLICATIONS: Over all. the customer is not only satisfied but also delighted leading to 
‘customer loyalty’ and eventually higher CLTV. He would like to visit the same shops/stores 
for the rest of his stay in France. At the same time, it seems, he started enjoying adapting to 
the cultural differences.  
 
ACTION: It seems the shops/stores need not develop an understanding of the needs and 
requirements of earlier customers with similar profiles and suitably adapt because they 
know that the customer would have/like to do so himself for the sake of their satisfaction. 
 
REALITY: When we say that speaking is the easiest part of life, it could be the most difficult 
too, especially when you have to advocate for your security as police in France either speak 
French or Italian, and they are not just interested to listen to English. 
 
IMPLICATIONS: The customer is not at all happy with the government services and attitude 
towards foreigners.  
 
ACTION: It seems the customer needs to learn to adapt to the needs and requirements of 
the laws of the country, for the sake of their safety. 
 
Conclusion 
Customers’ experiences in India and abroad indicate two broad paradigms of CRM.  In India, 
CRM can best be appreciated as the business-managed customer relationship system, i.e., 
the onus is on the business to initiate, build, maintain and develop further relationships with 
customers. The mandate is to try to retain the customer for as long as possible. On the 
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contrary, in Europe, particularly, in France, CRM would mean (1) database-driven customer 
management, and (2) customer-managed relationship system, i.e., the onus is on the 
customer to initiate, build, maintain and develop further relationships with business. It is for 
this reason, perhaps, it can best be summarized with the help of the famous saying, “When 
in Rome, do as Romans do!”   
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Abstract  

This paper reviews the theory and reports practices extant in industry, with regard to CRM 
programs. It describes the conceptual inputs that have gone into the process and framework 
of CRM program development. Based on existing literature, it goes on to propose a CRM 
program development process which also records various existing industry practices in each 
phase of the process. It categorizes the various kinds of programs, across strategic/tactical 
dimensions as well as by purpose and segment.  
  
Keywords: CRM programs, Loyalty Ladder, CRM Program Metrics, Lifetime Value 

 
Introduction 
Managing customer relationships involves various activities across the corporate firmament. 
If relationships with customers are defined by the characteristic nature of antecedents, 
behaviors and consequents of episodes of exchange of value in its various forms1, then 
managing the relationship will involve unique strategy, organization, assets and processes 
for the purpose. Since the entire business process may be seen in terms of value choices, 
creation and delivery (Kumar, 2002), the episodes of exchange would be impacted by the 
entire business process. CRM programs which are seen as strategic initiatives by the firm 
often involve the entire business process, and strategic choices therein, regarding matters 
as fundamental to the business as to whom firms do business with (customer portfolio), and 
what products they exchange (product portfolio for the firm, revenue and referral etc. 
contributions of the customer), and how (business operations, process). Most such CRM 
programs are aimed at contribution to the bottom-line, and it is necessary to understand 
the nature, objectives, scope and financial implications of such programs. As Rienartz & 
Kumar (2002) put it, companies need to understand the link between loyalty and profits 
more deeply to get the best returns from investments in such programs. 
 
The emphasis of the CRM movement is on unique relationships between customer and firm, 
which enhance value for both parties. The practice of CRM has seen a far greater emphasis 
on engaging with individual customers or specific customer groups, with one-to-one 
orientation, personalization, customization, as key areas of operations and delivery. This 
implies that the business process would be attuned towards the relationship requirements 
of various customer segments or accounts. Relationships being desirable for long term in 
most cases, this implies that the assets, organization etc. are to be assigned across diverse 
relationship requirements, as per the customer diversity. Customer diversity is now an 
essential part of the customer portfolio  or customer asset principles followed by firms, 
which ensure a critical customer base or mass, with a spread of risks in diverse customer 
accounts and segments/markets, allows synergizing and full utilization of core competence 
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across diverse markets and products, milking customer assets via a full product portfolio to 
serve the entire range of needs of the customer within the core competence area of the 
firm, but at a viable scale of operations.  This makes for a complex organizational dance, to 
the tune of diverse masters that the firm has to serve, with diverse resource and processes. 
 
For instance, a restaurant may aim at satisfying the diners’ need for the right menu, with an 
ongoing research program amongst shoppers in a neighborhood, employing an external 
agency; or they may engage with diners in their own premises over a few months using their 
own staff for feedback. This would help them customize, but for possibly different customer 
groups. They would also use different resources in both cases. In each case, their strategy 
and resources are different, and the customer groups, the value offered, as well as 
relationships would be different. Their customer exploration processes in each case may use 
different processes entirely. Alternately, chef’s specials and theme menus are used so often 
by restaurants to serve the customer the same value, related to variety, apart from helping 
inventory and other operations. Further, they may even obviate this exercise by some other 
business process, such as a strategic change in offering or targeting a specific group of 
customers, drawn by their positioning of only a certain kind of menu say ethnic dishes, such 
as certain Mexican or Indian cuisine and offerings only. They may also allow diners to order 
in advance, so that a wider variety is offered and that too customized to the diner’s very 
own preferences. This latter process would directly affect each of their back-end processes 
such as raw material purchases, preparation of dishes and other kitchen operations, 
ordering and front-end processes, etc. It may be noticed here that entire business model 
may be different in such cases, and obviously the business processes would be different. 
Companies have entered into such radical change to serve their customers better and retain 
them, as commonly seen in retailing firms turning to a brick and click model, involving large 
scale customer home deliveries, with display rather than sales oriented showrooms, with 
major changes in logistics operations. As can be seen in the above example, in the effort to 
serve customers on just one parameter of variety, there could be a large number of business 
processes that are impacted. The same goes for most customer relationship programs, 
which may have a particular customer facing goal in mind, but usually involve all other 
business processes to actually achieve the goal, and provide the value required for creating 
the desired relationship with the customer.  
 
It may also be assumed that the processes are related intricately to the value offered, and 
that is defined by the customer group which is targeted. With more micro-level targeting 
becoming the norm in most industries, one can imagine that each firm with multiple 
customer segments would require tweaking their processes somewhat to serve each 
segment to their best capability. This may require modifying their products and services 
significantly, and thus it becomes a matter of horses for courses – each segment being 
offered specific products. This starts the race for a comprehensive portfolio of products as 
well, which has been seen in traditional marketing strategy as well. What adds to this is the 
concept of the lifetime value of a customer, where the given customer segment experiences 
changes in needs and therefore changes in products/services (and business processes to 
deliver the same), over their lifetime. Thus the concept of customer and product choices by 
the firm are creating even more pressure to strategies and optimize the match between 
resources, and the product and customer sets of a firm.  
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The lifetime retention of the customer, with all its advantages and financial returns, also 
further enhances the need to balance customers against products. The customers will 
experience changing needs over time, especially if we take a long term view. With this 
change in needs and lifestyles, a variation in products/line has to be brought in. Further, a 
diversity of customer segments at a given time will require a matching diversity of product 
lines. This strategic balance needs to be created before relationships can be extended, since 
capabilities have to be built to cater to the changing needs of existing customers over time. 
There would be many issues that would thus mold strategic direction for the long term, 
when the company wants to retain customers over a “lifetime”.  
 
The resources and capabilities that would need to be harnessed for catering to the retained 
set of customers over time, is thus directly linked to their profitability over time, and the 
returns that might accrue from investing in capability to serve this specific customer set. 
This is thus a binding of the strategic intent and resource base to the customer base, and 
makes it imperative to then retain customers. The fact that the customer centric approach 
with the “right” relationships is also more profitable, also comes from certain “loyal” 
behaviors mentioned earlier, such as referrals, cross selling etc. This further engenders a 
basket of products that can be cross sold at a particular point in time to the same customer 
set. This is a further commitment to the given customer base, as it creates capabilities and 
resultant products, specifically suited to this customer base. This commitment by a firm 
makes it more of an imperative to beget the commitment of the customer, the most loyal 
behavior that may be expected short of co-producing or forming partnerships directly with 
the customer. Many companies therefore mitigate the risk to some extent by going in for a 
diverse customer base that allows for spreading the risks a bit, and developing more diverse 
capabilities suited for a more diverse customer base, all of whom may not respond equally 
profitably, but allow for lesser risks of customer rejection/product failures wiping out the 
firm. 
 
In essence, the customer and product portfolios of the firm need to be strategized, and then 
the relationships may be entered into and grown to their full potential. It is in initiating and 
managing the relationship that the typical CRM programs enter the strategic consciousness 
of the firm. The strategic, enterprise wide CRM initiative that involves building the customer 
oriented vision and mission, creating a customer centric organization through business 
process re-engineering and structure modifications, which may then lead on to defining and 
aligning with the desired customer portfolio and providing for the appropriate product 
portfolio, is also a CRM “program” but is usually called an enterprise customer orientation, 
enterprise CRM initiative or building customer centricity in the modern context, rather than 
a CRM program. Often this is coupled with an implementation of enterprise CRM packages, 
or say ERP type modules on CRM; or alignment of IT assets related to customer data 
(warehousing, analytics, campaign management etc.) which are part of or drive the rest of 
the BPR. The latter then focuses on the managing the “right relationships” with the right 
customers, 
 
Many of the CRM programs also center around a particular aspect of relationships – loyalty; 
and they are often called loyalty programs; these aim at specific “loyalty” behaviors such as 
referrals, repeat purchases, purchase of add-on or other products in the corporate product 
portfolio, all of which are usually aimed at enhancing profitability by creating greater 
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revenue opportunities at a lesser cost(marketing and sales costs and often operations costs, 
are lower for existing customers who are loyal: they are  ready to try the products, don’t 
need “selling”, share the cost of distribution, and so on; Shapiro et al, 1987). The word 
“loyalty” is used to describe a range of behaviors - in practice, as well as in research – and it 
needs to be defined. The next section attempts to define programs, loyalty as related to 
program goals and behaviors, through a framework of the relationship behavior that forms 
the agenda of CRM research and practices. The following section details some of the typical 
programs used in various industries and the chapter will finally look at the process of 
creating and managing such programs, and the issues therein. 
 
CRM Programs 
Programs are essentially a set of sequenced activities, undertaken with a particular goal in 
mind. They utilize the people, technology, structure, assets and resources of the firm as a 
specific part of the entire business process. CRM programs are designed to manage various 
aspects of relationship with customers, especially the value delivered to a customer over 
specific stages of the lifetime of the customer relationship. The stages of relationship may 
extend over acquisition, relationship growth and migration, retention and maintenance, and 
dissolution or termination. The relationship itself usually has elements of exchange, 
perceived value, and future intentionality. The exchange may involve value elements such as 
information, monetary, goods/service, promises, proof, etc. There is also usually a 
mechanism through which the exchange takes place, such as a restaurant for serving dinner, 
with all its equipment and trappings: this infrastructure, service-scape and back-end 
provisioning is part of the commitment that the firm makes to its customers as part of the 
promise and value delivery. It is also a critical part of the relationship components of trust, 
assuring the customer that the firm intends to provide services and is committed to it; and 
this is also, in the services sector, a major signal or cue of quality and value of services likely 
to be delivered. A perception of the value sought, and finally achieved by the two parties, is 
also a part of this relationship.  
 
The relationship is operationalized through a large number of such elements, some of which 
(value perceptions, trust, commitment, satisfaction) define and create future intentionality 
about this exchange and this partner, amongst the two parties. In the case of a loyal 
relationship, this intentionality is reflected in a tendency to continue the exchange process 
with each other rather than a third party, on the subsequent exchange episode. That is, at a 
broader level, the parties exhibit the intention to continue to prefer each other in the 
future, for exchanges that fulfill their particular need through that product/service. The 
elements of the relationship would thus relate to the exchange of information, intentions 
and plans implicitly or explicitly, money versus goods/services, warranties and service level 
agreements, contractual terms and conditions, investments by either side in creating/using 
products, obtaining/distributing, accessing/making available the value entities 
(revenues/goods) that are sought by both sides.  
 
Also inherent in the exchange are levels of satisfaction, promised and experienced, and the 
trust and commitment that both sides make to each other. Firms invest in facilities, 
equipment etc., and customers invest time, effort and money, as well as psychologically, in 
the firm’s offers. This whole array of elements that make up each exchange, are 
differentiated from a relationship in terms of values derived from commitments to each 
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other (including decreased risk perceptions), the trust, the specific customization offered by 
the firm, the costs and investments that the customer makes for the firm over and above 
the general customer, and the intention to continue transactions with each other, as well as 
support each other as required, outside of the explicitly defined terms of agreement. This 
kind of difference emerges over time, is said to require a transaction to occur before a 
relationship can be formed, is said to be dependent on a large number of factors, and is said 
to evolve over stages as mentioned earlier (Gronroos, 2000). In fact several elements such 
as partnerships and working together on processes and costs, typically become active in a 
relationship post a certain stage of development, such as commitment and trust. This 
evolution is said to occur as the relationship grows in strength and longevity. 
 
In each stage, there would be exchange episodes, which may enhance the share of wallet or 
frequency of purchase, or reduce it, but not change the basic nature of the buyer-seller 
relationship. The nature of the relationship may be defined in terms of the type of elements 
active in the relationship, the strength and quality of the relationship. The stronger and 
more high quality the relationship, the more the elements of support and intention to 
continue, invest and commit, are found in the relationship. In fact these behaviors vary to 
the extent that they have been classified in terms of the relationship ladder (See Figure 1). 
 
Prospective customers would exhibit a preference to the given firm, above other firms’ 
offers, to become a customer; the repeated show of preference would make them clients, 
with a related set of added elements in the relationship such as a relationship history, an 
intention to continue, and so on. The would higher stages of advocacy would involve trust 
and a tendency to speak positively and voluntarily about the firm; and commitment would 
engender the investments made for future exchange and strengthening the relationship 
through bonds such as financial, structural, technological bonds. This growth phase may see 
the evolution of the relationship to a new level such as partnering, much beyond product 
sales and service. Further, these radical changes in the level and strength of the relationship 
would occur only when some underlying behavioral changes occur. For instance, satisfaction 
may lead to repurchase, but for advocacy or referrals, the customer would have to have a 
lot of trust and be committed to a fair extent.  Such underlying behavioral states are also 
targeted in CRM programs, and are mentioned below. These behavioral states are necessary 
precursors in most cases to the change in the strength and level of the relationship, and 
they themselves are the outcomes of various other antecedent variables functioning in the 
relationship. For instance, satisfaction would be a function of perceived and expected 
quality and value from the offer, which in turn may be influenced by the trust reposed in the 
company rather than the product. Thus each program would work on a set of smaller 
factors which act as antecedents to the behavioral states, which in turn enable a change in 
the nature of relationship in the growth phase. 
 
Programs could aim at moving customers up or maintaining them at a particular level in the 
relationship ladder, viz. moving them up from prospects to customers (customer 
acquisition), to clients, supporters, advocates and even to partners. Such programs would 
look at the appropriate relationship strength and bonding levels with given customer 
groups, and devise means of engagement and exchange which ensures that the customer or 
groups’ behavior at a given point in time, or over a duration, is supportive of product tests, 
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research, or service parameter changes, or has repeat purchases or a regular share of 
purchases (client). 
 
There could also be programs to leverage or enhance the customer base, such as the 
following. Customer acquisition programs may be considered to extend from traditional 
mass media campaigns, direct mailer campaigns, etc. to more targeted personal selling, 
customer base and account acquisition programs. Many partnering programs are based on 
this premise, with two firms leveraging their customer databases for common campaigns, 
(Hutch and Citibank), or for partnering on multiple objectives like leveraging common 
customer base and transaction operations, such as petro-firm and banks (IOC and Citibank). 
More complex partnering may also occur, with a leading coffee retail chain, for instance, 
running campaigns for launch of products for several firms such as auto (Maruti), cosmetics 
(Lakme) and services (Airtel) to its loyalty program members, since these card holders were 
an automatic part of the co-brands target segments, there was direct access to create a 
brand experience that the co-brands wanted, and the retail chain could arrange for that 
experience within its premises and gain from the same as far as its own customer 
experience went. As part of coffee chain’s leverage of loyalty programs, they helped in-store 
interactions, product displays and events, for the partner firms, using their own customer 
database from their loyalty program. Such events provided added value to the retail chain’s 
own customers enrolled for loyalty programs, and provide for a ready customer base and 
intensive customer interactions for a firm launching new products. 
 
A holistic look at the broad strategies for building relationships with customers, involves the 
three main areas of the core product/service quality and performance itself, the use of 
switching barriers, and relationship benefits as described above (Ziethaml, Rust and Lemon, 
2001; Ziethaml and Bitner, 2005). Providing for excellent quality and performance leads to 
higher perceived value than competitors, satisfaction and repeat purchase intentions. If this 
purchase is repeated and satisfaction becomes expected, value is perceived at a certain 
level of superiority over other offers, then the reliance and dependability on the provider 
increases and trust is said to build up. When such purchases become habitual, value is 
perceived to be more than others, customers learn enough about the firm to perceive lower 
risks, and firms learn enough about the customer, and can depend on their patronage 
sufficiently to customize the product or its delivery, then these factors contribute an added 
value to continuation of the purchase; the overall offer to the customer now has more value 
than before, that causes a switching cost to build up. Habitual purchases cause inertia 
towards continuing the same purchase patterns. Further, changing brands involve certain 
costs that may be avoided if the same brand is purchased: the search and set up costs, 
learning costs, the systemic and contractual costs in new purchases. These are also termed 
switching costs along with the extra value adds that come from established buyer seller 
relationship continuation.  
 
Relationship programs are thus specific programs which may help the firm in its building of, 
or strengthening of existing, relationships. The firm’s customer centric approach may 
involve any or all of the above approaches, as an integral part of their holistic business 
process, and may be reflected in their structure. The structural changes suggested for 
customer centric organizations, usually depict the customer at the center of the 
organizational structure. The customer facing structural elements such as marketing, 
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operations, technology and people elements involved in customer interface or transactions 
(such as customer care, sales, product/service delivery, informational and other channels, 
digital interface technologies such as web, kiosk and ATM networks, etc.), are the next part 
of the circular structure, encircling the customer core. The rest of the organization may form 
a cocoon around this core of customers and customer facing elements. In such an 
environment, it may be pertinent to differentiate from customer centric business processes, 
and the programs specifically aimed at building and enhancing relationships with specific 
customer groups. 
 
For instance, an organizational change initiative aimed at creating a customer centric 
structure as depicted above, may be a part of the CRM agenda of the firm, but may affect 
the relationships with customers as a byproduct; it may not be aimed at specific 
relationships itself, but aimed at allowing the firm to develop greater capability in managing 
relationships more effectively. Similar parallels may be drawn with the IT driven CRM 
implementations that change the way relationships are managed, but are only enablers of 
the change in the relationship; they do not directly define or change specific relationships 
with specific customers, as their sole agenda. This is definitely under the realm of CRM, but 
is not a direct management of relationships with specific customer groups. The distinction 
helps discriminate between what is termed as enterprise CRM, and relationship programs. 
 
Relationship Programs 
Relationship programs may be defined as programs aimed at eliciting, modifying or 
maintaining amongst customers, certain relational behavior or state, and related 
consequents such as relational status, or exchange patterns characteristic of loyalty.  These 
behavioral states could be related to perceived value, satisfaction, trust, intimacy or 
commitment, illustrated below in the relational behavior ladder (See Fig 2). The desired 
relational behaviors or customer responses based on these states would be reflected in the 
relationship stereotypes mentioned in Fig. 1: customers, supporters, advocates etc. 
 
The measurement metrics, for loyalty related behaviors such as word of mouth, tendency to 
believe in communications, proactively support the company such as alerting them to 
product/service issues, work with them on co-developing or delivering new offers, share 
resources or reduce resource usage which often provides little value to them but has a great 
cost to the company (change channels of service, incur certain costs of purchase, etc.), and 
so on, would help define which rung of the ladder the customer is currently on. These would 
create a certain status of relationship, and this relational status would be reflected in the 
strength of the relationship, its quality and lifetime, as described above. It would be 
reflected in the evolution in relational intent, or implied in more component based 
dynamics such as perceptions of equitable decisions, good treatment, fairness, etc., 
necessary for trust, or creating personal, financial, legal or structural bonds which 
strengthen relationship commitment and hence relationship strength and quality. Fig. 2 
refers to the relationship behavior ladder from which such goals are derived. Further, there 
would be some exchange related consequents, usually mediated by these behavioral 
variables, such as repeat purchase, positive word of mouth, purchase of other product 
categories, or new or upgraded products from the company, which impact relationship 
profitability and lifetime value.  
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Programs targeted at changing the existing relationship, shifting it from one rung to another 
on the ladder, may be termed as relationship growth programs. There are also some 
programs which change the modalities of the relationship, change the lifetime value cluster 
of the customer portfolio, or may shift the customer from one program to another ( such as 
the frequency program to the cross selling program); these changes are usually termed as 
migration programs. These may not really change the nature or strength of the relationship 
directly, but may be required to bring about a course correction in the relationship program 
in which the customer is enrolled. Those programs aimed at starting a relationship with a 
new customer, enhancing the customer base, are called acquisition programs. Retention 
programs aim at maintaining or drawing benefits from relationships, by repeat purchases, 
continuation of subscriptions of a service and so on. Frequency programs aim at retaining a 
customer, focusing on the frequency of purchases made by the customer, providing some 
rewards to a customer to stay in the relationship and provide a higher frequency of 
purchases or continuous stream of sales to the company. Most frequency programs not only 
aim at maintaining a relationship but also enhancing the financial value of the relationship 
by leveraging the customer’s choice of their products with additional sales to the customer, 
enhancing quantum of purchase, share of wallet, and so on. Sometimes they have been 
criticized for merely quickening the customer’s purchase cycle, and sometimes for creating 
customer behavior of waiting for such offers, with consequent higher costs and delays in 
sales for the firm. However, the key issue here is the financial leveraging of relationships, or 
enhancing the lifetime value of the customer, would entail programs focused on cross 
selling, up-selling, reducing transactions cost etc., as shown in Table 1. 
 
The programs targeting the customer LTV (lifetime value), would thus use a combination of 

LTV drivers, as per the competitive and customer/product portfolio situation of the firm. It 

may be seen that the success of the firm in cross selling, would depend on the size of the 

product portfolio, its diversity and spread across product lines, and the extent to which they 

are appropriate for the same life-stage of a given customer. For instance, financial sector 

firms in banking often cross sell bank accounts and credit cards to customers of either 

product, as a loss leader initially. Thereafter the retention period and card/account 

transaction/ usage level of the customer determines the fees, commission, , and thereby etc. 

that they gain from this the profits that may accrue from such a customer. This depends upon 

the type of customer, and also involves a certain period of time. However, if they are able to 

sell a loan product such as a car loan or house loan or durables purchase installment scheme, 

then the profits may climb immediately, as the EMI payments start off. This ability to cross 

sell, depends on a) the availability of the products; b) their value connotation being 

particularly suited to the same customer segment; c) that the customer needs a loan for 

durables when he needs a credit card or checking account. Indeed the last two factors are the 

key issue for most banks, and determine their ability to cross sell. The idea is to cover most 

financial needs for the profitable customer segment, with an appropriate product portfolio, 

and then restrict oneself to line extensions to attract other segments with the same 

servicescape and product investment.  

 
Cost drivers and customer lifetime value 
Many programs also aim at lowering the cost of operations of the firm. For instance, a bank 
invests comparatively much higher amounts in opening and staffing a branch, than an ATM. 
Cost of disbursing cash, or printing account statements is much lower via the ATM. The bank 
may often incentivize the customer’s change of cash withdrawal or passbook updation 
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habits from visiting the bank for these transactions, towards use of the ATM. As long as the 
rewards to incentivize the customer for change in their habits cost less than the savings 
from this change, it is more profitable for the bank to execute the program. These are 
typically service cost reduction programs. Often as in this case, the firm may not have to 
spend any specific extra benefits to reward this change in transaction behavior – the use of 
an ATM is inherently more advantageous for most customers due to its time flexibility, 
speed and ease of transaction, security and convenience, locational advantages, etc. The 
only cost borne by customers is the learning cost of the new transaction behavior, and risks 
of carrying their cards and pins with them when they visit an ATM at odd hours. These 
customers may not need more than the initial demonstration to reduce barriers to switching 
to ATMs, and may find enough rewards in getting out of the queues at banks to start using 
the ATM regularly. However, getting to start may need a specific program, and many such 
cost saving devices for the bank may not offer such obvious advantages to the customers. 
Net banking is very convenient, but many customers feel that accessing the net is too slow 
due to download speeds, and is frustrating. Many others do not feel comfortable with 
sharing data online, and risk perceived is too high to be a channel of choice or of sufficient 
value. Hence, for such customers and for such cost saving channels, devices etc., loyalty 
programs may offer points for each internet transaction, getting online statements instead 
of paper statements, and so on.  
 
In some cases the costs are quite high for customers to change over, and it may not be such 
a good idea to incentivize change, but rather to satisfy those unique customer needs 
through differentiated services, to garner more loyalty. For instance,  such bank customers 
who do not prefer the ATM due to its technology related requirements, or remembering 
pins etc., may not be very convenient for the aged customers. They also do not meet up 
with any people, bank or customers, and many such customers miss that interaction and 
feel a social cost to these ATMs. This has been seen as enough of a cost to encourage some 
US banks to market to the retired baby boomers in richer settlements in the US, to open 
branches that help customers meet up with friends and employees, and helps encourage 
wealth management with a personal face at the branch, rather than force customers 
towards using technology enabled cheaper services. 
 
Similarly, many restaurants and airlines smoothen out demand over time, by setting very 
low prices when there is spare capacity that is anyway costing to set-up, run or maintain; 
and then charging much higher prices when there is peak demand often beyond installed 
service capacity. This spacing of the demand for servicescape/equipment usage leads to 
higher average load factors, increasing the total capacity utilization, and is often used for 
maximizing the yield from a given capacity. For instance, most telecom operators have 
separate low price offers for night time use of capacity for long distance calls or unlimited 
internet downloads, whereas the peak time rates would be far higher.  
 
Relationship “packages” in such a setting often offer lower priced peak-time usage rates, 
combination offers that enhance usage levels but also offer greater value to the customer; 
often they allow the customer to choose value combinations that they feel are most suitable 
and then negotiate offers on them. The something extra is the relationship advantage that 
firms offer to customers, and expect that it will strengthen the relationship to the desired 
levels.  
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Customer Rewards: Incentivizing “loyal” behavior 
Airlines often offer the more valued frequent fliers, more mileage points, a special loyalty 
program tiering in the flier miles program, make points redeemable through a larger variety 
of rewards than available to others, and often provide more customized services such as 
special check-in counters, more baggage allowed on flights, special lounges and lounge 
services at airports, and so on. This also extends to reward flights on normally not allowed 
sectors/time schedules, such as peak rate sectors/times, or in business class. These allow 
the loyal passengers to avail of benefits that are not available to others, and are a “special” 
for the passenger. This may be seen for a number of airline services in India, such as Jet 
(JetPrivilege program), Indian (Indian’s Flying Returns and Golden Edge Program), and so on. 
Designated areas within the major airports have been leased by the airlines for creating 
special lounge areas for business class passengers and also the frequent fliers who qualify 
due to the points logged on the loyalty program, to avail these lounge services, as well as 
the separate check in facilities etc. that are provided as differential service levels and value 
added services of the airlines. 
 
Customers are supposed to benefit from such special economic or special deal/ incentives 
or rewards, from the recognition and social benefits accruing from employee attitudes or 
recognition, such as familiarity, social support or personal relationships; or the confidence 
that comes from trust in the firm and its people and services/products. Reduced anxiety and 
risk perceptions also add extra value to the relationship for the customer. Thus most 
programs are targeted at achieving revenue or cost gains or retention. They use a number of 
rewards to incentivize the relationship behavior that they want to elicit from customers, and 
the overall aim is to create the desired relationship state and enhanced relationship 
strength. Creating such a program requires a careful calibration of various program 
elements and a system to initiate, manage and monitor the CRM program. 
 
Different types of programs would have a different program mix and different emphasis on 
the various elements. It may be mentioned here that the various steps of the behavioral 
ladder may be associated with different types of programs, and each type would have a 
different element as the focal point. The prospect to customer stage usually requires 
customer acquisition, customer registration programs. The various types of programs here 
would focus on creation of a customer database, leveraging a database, selecting customer 
acquisition channels which are effective such as comparisons of telemarketing and web 
based recruitment, etc.; partnering programs with different firms who have similar or 
diverse customer portfolios and size of customer assets as mentioned earlier. The next rung 
on the ladder of customers to clients may focus on cross selling, upselling, programs on one 
hand, and satisfaction programs on the other. Throughout this growth phase, the focus on 
lifetime value, versus growing the relationship strength through trust and other mediating 
variables, will help differentiate programs. They will differ on program contents, rewards, 
objectives and so on: the elements of each program type would help differentiate.  
 
For instance, partnering programs may focus on building various types of bonds such as 
financial, social or structural bonds. In each case have different program elements that 
enable different bond types. Often for instance, durables firms use the EMI based 
repayments to connect to customers, and offer through this contact the renewal of 
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insurance, servicing facilities, where the bonds created through the financing of the durable 
purchase becomes a primary means of being engaged with the customer. In many cases, 
buyers and vendors in the B2B space co-invest in facilities and firms, to create a partnership 
through financial bonds. In many other cases, membership clubs and self-help groups 
started by various service firms in fields as diverse as adventure and leisure, biking, health 
and insurance, music etc. have created social bonds amongst customers and customer-
employee groups, to enhance the service experience itself and also relationship strength 
through the social bonds and value that is created. Structural and customization bonds also 
create very strong relationships that often create customer franchises, and may even trap 
customers as “hostages” where they are unable to quit the relationship even though they 
are not very happy (Rienartz and Kumar, 2002). For instance, customers who avail medicare 
from a clinic where they feel the doctors and other staff pays great attention to them and 
takes care of their every symptom and query, experience a customization bond that may 
make it very difficult for them to switch doctors. Many large hospitals may suffer from a 
degree of standardization of treatments and approaches to patients that aids care delivery 
quality but may not help the feeling that the hospital cares and listens. Wherever the 
delivery is customized to more visible parts of the patients’ needs ( most medical care is 
technically completely customized but is also very less visible to patients as a credence 
attribute),  such as nursing staff responses to changes in linen, food, temperatures etc. 
However in a field like telecom, customization in terms of package of features and prices, 
may create a bond that is unlikely to be replicated by other telecom firms. 
 
Program Elements 
The customer relationship programs aim at eliciting satisfaction, trust etc. as behavioral 
states. These would lead to certain loyal behavior such as supporting information sharing, 
registration with company, new product trials, or continued patronage and referral 
behavior. There would be a certain status of relationship between customer-firm, which the 
firm could claim as an asset – customers who are supporters or advocates. These assets 
could be measured monetarily as life time value calculations or revenue/profit 
enhancements over a certain period of time from certain likelihood of behaviors from these 
customers. Thus there would be a hierarchy of goals and targets that a program would aim 
to achieve, and be defined by. These goals would be achieved by delivering certain 
incentives or reasons for the desired behavior of customers: the rewards, as discussed 
above. These are two obvious elements in any CRM program. 
 
Further each program would have some monitoring and measurement method that would 
allow a measure of the program’s efficacy. This would involve some metrics, and a 
measurement mechanism directly or indirectly collecting data from customers’ actions or 
reactions. This data would have to stored, extracted, analyzed, presented for dissemination, 
and there would be an information management system that would need to be in place to 
enable the use of this data in practice by all concerned managers. In fact in many cases, 
practitioners and consultants claim that one of the biggest advantages of any loyalty 
program is its data component, the learning about customers that ensues from the 
accounting and records of transactions and profiles that is generated from a loyalty 
program, given that most loyalty programs invest in data management and measurement 
capabilities, and register customers for the program. Just the fact the registered customers 
are often a first database of customers, is a great asset for most non-banking kind of 
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institutions. Even in mobile telephony, such an organized database for pre-paid customers is 
required by TRAI regulations, but is often difficult to manage for legacy reasons. For most 
durables and non-services firms, it becomes impossible to get in touch with the customers 
directly. For such firms, the customer “handle” of addresses and names, is a first step 
towards knowing their customer. If this is combined with the data on demographics, 
transactions, etc., it becomes a powerful tool of knowing your customer better. 
 
The data management system is usually a strong part of the programs in today’s CRM 
practice, probably driving from the source of most “CRM implementations” in industry: the 
software industry driven adoption of CRM tools that tracked sales processes, customer 
transaction data, and created data warehouses of customer background and history. This 
led to the use of advanced software for analyzing this customer data, and leveraging 
databases for handling both program campaigns, as well as analyzing and understanding 
customers better so that more adept and value adding relationships could be created with 
customers. This initially became a tool for database marketing, but as firms became more 
sophisticated, they understood the true value of data-mining.  
 
The data mining techniques allowed firms to profile customers in more detail, using both 
profile and transaction data. They understood for instance, that a male, 40-45 year old head 
of family of four, sole income earner, with children in the age group of 10-15, who 
frequently used his credit card, had a car and house loan, and already had six insurance 
policies he paid for through both cheques and credit cards, would be likely to be interested 
to a certain degree in investing for his children’s future education and may be open to 
mutual funds rather than another insurance product. This kind of understanding at a 
segment and individual level, allowed them to create their offers to a much more specific 
level, and allowed them to customize their existing products for their sales 
personnel/communications targeted at such persons. In fact such analytics packages were 
sued for developing customized solutions that helped identify particular customer types, 
profile them in greater depth, draw out their response tendencies, and predict their choices. 
These were called analytic engines, and were mounted on data warehouses of large firms 
with a lot of historical customer data that could be “mined”. Based on the data available, 
and dynamic modeling, analytics engines started predicted with greater accuracy customers’ 
likely reactions to various overtures that firms would make to them: offers, channels of 
choice, when they reacted more positively (time of day and week and month), and so on. 
Thus they created a mode of data based campaigns for cross-selling, up-selling and so on, 
that looked at mailers and emails from the data base, targeted at particular types of 
customers, with particular offer specifics, had a particular “hit rate” in mind ( the success 
rate i.e. positive responses to these mailers). These predicted hit rates being available, the 
financials of campaigns could now be calculated with far greater precision at the start of the 
campaign, and mail campaigns involving a million customers with a spending on the 
backend to accommodate the huge flow of letters both ways, could now be cut to a 
provisioning of just ten thousand letters, with the same overall number of “hits” due to the 
selection if targets from the database by the analytics.  
 
The focus on ROI of these campaigns became a major cause for adoption of such IT driven 
“CRM” systems, but programs run on these lines remained campaigns that may not have 
impacted the relationship in ways other than eliciting sales or referral responses from the 
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customers. They certainly did not focus on satisfaction, trust or other mediating states; or 
end states such as supporter or partnerships. Neither did they focus on strengthening the 
relationship beyond making customers “buy into” more of the company and by that virtue, 
strengthen the bonding: customer who owned two products or more of the company being 
more “loyal’ than those who owned just one being the logic. This logic and the financials just 
mentioned assume that customers are willing to be targeted by the firm for more products, 
enjoy the attention showered through the mailers; genuine needs are being answered by 
the firm who is more like a “friend”, and so on. It is these issues that also made the returns 
on CRM IT investments one of the great failure stories of the world. It cast doubts on the 
nature of relationship management itself, and the role of IT. 
 
There is no way for a firm other than to relate positively and strongly as possible with 
customers; treating then as assets may not be the smartest way to treat them; the 
relationship with all customers may not be the same, and that may not be desirable as well. 
The real advantages to the IT systems installed as CRM software was not in managing 
campaigns, but in understanding the customers and developing the capability to relate to 
them at an individual level. Long before these systems came into being, first direct, a 
subsidiary bank of Midlands Bank Plc., in England, became the first virtual bank that 
provided banking services through the telephone, ATM and later internet channels. It 
provided for a complete customer history to be made available to a Banking Representative, 
who was also trained and empowered to “deliver”: give decisions to the customer, as per 
his requirements, and specific to his queries, preferences, assets etc. This bank invested 
heavily in people who could relate to the customers online, and in systems that brought the 
customer history alive through the information systems at hand, allowing then to customize 
and respond to the customer as if they “knew” the customer intimately as far as banking at 
first direct goes. It molded the behavior of customer in a certain way during the conduct of 
business, and in the relationship that customers reported with the bank, and thus it 
definitely shaped the word of mouth and cross selling activity regarding the bank’s services 
amongst customers. There was no doubt that this whole set up affected the customer 
relationship. There are two implications f this beyond the role of IT and customer 
information management. First, the use of this in the business involves certain processes 
and these are bound very closely to customer relationships. The second is that the scope of 
what constitutes a CRM program may actually range to all activities that may impact 
relationships with customer, across the entire intra-firm environment and system, and 
across all business processes. For instance, as opposed to the above, a telecom major in 
India is reputed to link the variable components of salary of even its accounting staff to 
customer satisfaction measures, as well as specific billing errors made, identified, rectified 
and so on. Now as a business process, internal processes such as accounting and technology 
management may be responsible, but they do impact the outward facing customer wrong 
billing issues. Does that imply that improvement programs would be called CRM programs 
since they impact customer satisfaction with billing? The real issue is whether the CRM 
strategy within the company covered the study of the whole system and business process to 
identify where customer relationship improvements could be made. Wherever that is made 
the focus one may call it a customer centricity process, and if it is being measured 
specifically for a specific customer behavior or state or relationship status change, then it 
could also be called a CRM program. 
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The stages of designing, resourcing, launching and running a program itself demands that 
some elements of project management are involved in CRM programs: one major element 
is the project management team and project resources required for creating a CRM program 
plan and running a process for testing, launching and running such a program. This shall be 
discussed in terms of the process of creating a CRM program in the subsequent sections. 
 
The fifth set of elements in a CRM program is thus the internal firm environment in which it 
shall operate: it also involves the sixth element: the business process in which the CRM 
program, shall be embedded as a process. Given the background above, it may be obvious 
that CRM programs help shape customer behavior as part of the overall business process, so 
that it may add some value to the process or deliverables, and also enhance the relationship 
strength and status. It is itself a specific part of the business process aimed at creating these 
changes or states of customer behavior. 
 
For instance the strategic activity of determining the customer portfolio, and creating a 
balance with the product portfolio, is a critical business activity in identifying and getting the 
right customers, and optimizing the capabilities to serve these customers better than 
competitors, by developing competencies in not products but in serving these specific 
customers. This activity may be a specific project or program at a given firm, and may be 
termed as CRM in so far as it helps in managing customer relationships better. In the same 
way, setting up CRM software or IT systems may also be a CRM program. Creating better 
service levels, through a change in service organizations and thus enhancing satisfaction and 
loyalty levels, may also be termed as a CRM program as it is aimed at enhancing the 
customer loyalty. Service quality programs may also then qualify. In fact most customer 
centricity projects within the firm would then qualify as CRM programs, in this light. On the 
other hand there are the specific customer facing, membership, frequency or behavior 
shaping programs that one typically associates with CRM programs. These by themselves 
are also a part of the business process, are processes specifically aimed at the customer 
changes one discussed above, and are run as one off programs and could be treated as such 
– started and terminated without affecting the other business processes except the 
customer roles in that process, or business results (such as higher acquisitions at lower costs 
through customer referrals) may differ from prior to the program. One would need to treat 
both types of processes as CRM programs as far as the first element of objectives or goal 
hierarchy specifies a customer relationship content, especially if a firm believes in the 
primacy of such relationships in its corporate strategy. In this day and age very few firms 
would differ from this position, strategically, hence in most firms they may be safely be 
termed CRM programs, and dealt with as such. 
 
The next element is the program specific materials and equipment, communications and 
campaign mix. This part is of obvious importance in communicating to the customer the 
desired behavior, the rewards for the same, and along with information on how to enroll, 
enact desired roles, transact, record etc., it also must motivate them to do the same. 
Communication and the front end of such a program is essential for its success in attracting 
the targeted customers. 
 
The eighth element is the back-end for running such a program: the process requirements 
and logistics are handled by this back-end, from registering customers in say a frequent 
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fliers program, to ensuring that their points are logged on, their rewards are shipped to 
them, information is keyed in, and so on. This requires the program process, team etc., to 
be mapped onto the existing business process, and run accordingly as a seamless unit if 
possible. 
 
Finally, the last element is of essence: the financials and probability estimates of the 
program: calculating the cost of the program and associated launch and running logistics 
etc., the rewards to be given to customers, the hit rate of the program and customer buy-in 
levels or customer adoption rate, continuity rate, savings or revenue generated, and 
thereby the returns from such a program investment. Working pout various scenarios for 
which estimates are made, enable the program managers to work out the optimum spend 
on various types of CRM programs, and then target and monitor spends and returns from 
the programs. Estimation of customer hit rates or adoption/continuity rates, similar to the 
“bucket and ticket” demand rates at different times for say an airline with different fare 
classes and different number of seats allocated to each class, in a yield management system, 
is key to the whole process and depends on the quality of analytics used.  
 
Sometimes estimating the number of customer responses and their response size in terms 
of actual spends on the program, or the period for which they remain active on a program, 
becomes the key. Often a program would focus on a given lifetime value enhancer such as 
cross selling of a given basket of products, but the program would be constrained by the 
costs of migrating customers to another relationship level, or even cost of retaining them 
for the program period so that a number of cross selling opportunities may be utilized with 
them. The overall financial impact of each loyalty program would thus need to be evaluated 
in terms of their added lifetime value, the costs incurred, and the strategic effects on the 
portfolio profitability and their scale of operations and portfolio size. 
 
Many practitioners argue that the quality of communications, materials, designs and 
symbols, services, that is, the whole campaign/program package, determines success to the 
same extent. Hence the term program mix is used to refer to the entire range of specific 
program related materials and servicescape, communications and technology interfaces etc. 
which a customer comes into contact with due the program. This would mean for instance, 
in the Hero Honda Passport program, the passport pack that the bike owner receives, the 
service package that he may avail of, and so on; or for the TVS Smiles program, the gifts that 
may be redeemed from the points that are logged by the customer via purchase of spares 
and services at the TVS service center. These are the program mix elements that the 
customer would interface with directly. 
 
CRM Program Development Process 
The first part of the development of a program draws on the definition of the customer 
portfolio. There is a need to strategize the flow of CRM programs in the corporate setting, 
before desig8ining any one program. There could be various strategic objectives that the 
firm wishes to achieve in context of each of the various customer groups, such as enhancing 
the lifetime for the most profitable groups, protecting them from competitors (pure 
retention and maintenance of highly profitable relationships); or enhancing the relationship 
strength with customers who have been won over recently who would be highly profitable 
in future, and so on. For each such group of customers, there would be certain relationship 
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;levels or rung on the ladder of the relationship, and a certain status of lifetime value at 
present, with clear goals on the relationship status and level, strength and longevity, in the 
defined short, medium and long term future. The Royal Bank of Canada, it is stated, looks at 
a five year period for its long term timeframe with its fourteen categories of customers, for 
each of which they had a combination of objectives depending on the client lifetime value, 
client risk, profitability and vulnerability. There would be targets related to retention, 
growth, maintenance, etc. depending on the category characteristics.  
 
The identification of the specific customer group, and the specific goals for that group, are 
the beginning point for a relationship program. A clear target profile and a clear relationship 
and behavioral goal are a necessity to achieve significant relationship effects from the 
program. For instance, for acquiring the right set of customers, and also provide these 
customers with a loyalty mechanism – avail of benefits from frequent flights - GoAir 
launched a co-branded card with SBI GE credit cards. They stated that this would help seek 
out a large number of value conscious SBI card holders, attracting them with a feature rich 
card, which also allows plough back of a percentage of money spent on buying air tickets 
back into the next purchase of the same, in addition to other rewards. 
 
In that regard, Winer (2001) suggests that every CRM initiative may follow a framework of 
processes that incorporates the CRM program within it. This process starts with the 
customer information systems or databases that must be analyzed for customer 
profitability, lifetime value and market baskets. The next step would be to select customers, 
and the value that must be offered as part of the relationship. It is at this point that the 
program must be designed as a vehicle for delivering this relationship value. The type and 
design of program is constructed at this stage. The next stage is the seeking of permissions, 
and program execution in the select customer group. The parallel issues of organizing for 
the program: structure, processes, IT, and the metrics of measurement and monitoring, help 
complete the process for CRM initiatives. The emphasis on customer lifetime value and 
profitability analysis, selecting customer groups on that basis, and on designating their 
relationship value prior to program design is a key facet.  
 
Customer selection itself is a matter of specifying the profile of customers who must be 
engaged by the program, and to devise some means within the program to recruit such 
customers. Selecting customers from within a database of existing customers is probably the 
easiest, but also most difficult for most Indian firms due to the lack of robust databases or 
legacy issues, or even the lack of a database itself. Thus recruitment in most such cases 
starts afresh with customer registrations for programs. Such programs as the Indian and Jet 
frequent flier programs, the Railways SBI credit card based program, the Taj hospitality 
group’s loyalty program, and even globally, the Hilton Honors program, requires members 
to join in formally as a part of the recruitment of members. 
 
The mechanism also means that there must be a screening process, or a filtration of 
invitations or recruitment communications to ensure that specified customer profiles only 
are attracted to the program. Once a loyalty program is set up, the member base is a major 
source of micro customer groups, who may be selected within geographic, purchase 
pattern, product choices, lifetime value etc. parameters, for a specific relationship program.  
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The approach outlined by Winer above, also highlights the process driven nature of program 
design and delivery. What is necessary is to also factor in well-defined strategic linkage with 
the firms’ overall business process. The firm level strategy behind the program highlights the 
strategic and tactical role of relationship programs in the firm’s overall response to its 
business environment, in its efforts to win and keep customers. The role of the program 
being defined by its strategic as well as relationship level goals, vis-à-vis the target 
customers, the next part is to ensure there is a strategy to achieve the given goals. This 
strategic map is often called the blueprint of the program.  
 
In cases of the enterprise wide CRM implementation program the blueprint resembles the 
BPR and structural change guide (and later, manual) that requires buy-in from departmental 
heads, key members, playing of key roles by champions of change, and so on. In most other 
cases, the program blueprint is the set of strategic guidelines and norms that will help the 
designing and fleshing out of the program, say frequency or service level enhancement 
program. Depending upon the role of the program in the broader strategic and marketing 
context, a typology of programs may be created as below (See Table 2). 

 
Each of the above programs would have a typical blueprint and typical set of elements and 
tools that are used for creating and delivering the program. If the type of customer group is 
also included in the scenario, the typology may be extended to the following. (See Table 3). 
Given the customer benefits that the program delivers, there could further types of 
programs: rewards programs, recognition and affinity program and co-branding programs. 
 
The blueprint emerges from two stages, first as a program shell or super architecture, and 
then a detailed fleshed out program design which allows a project plan to develop around it. 
The first stage comprises the customer group specification, the objectives and role of the 
program at various levels, the relationship status and targets definition, and the type of 
rewards and delivery mechanism. It identifies the leading tools and elements of programs 
that would deliver the program goals. This creates an overarching plan or superstructure for 
the program. This set of elements and objectives is used to now flesh out the rest of the 
program design in terms of a detailed blueprint that helps define each element in 
operational terms. For instance the shell of the program would define the chosen customer 
groups in terms of customer profiles, contact/communication addresses list of database, or 
market sand locations etc. It would further define the relationship goals in terms of target 
behaviors such as referrals, service feedback, change in role as a co-producer, etc. The blue 
print would then detail how the given database of custo9mers would be used to select the 
customers at individual level, by specifying the criteria and methodology used for selection, 
what would be the targeted number and spread of customers for communication, 
enrollment for the program, the hit rates expected, and so on. It would also specify at 
blueprint level, what would be the heuristics or analytics used for selecting customers, and 
monitoring the hit rate of communications, enrollment, and so on. Next, it would detail the 
targeted responses from customers, and the response rates and success levels required to 
be met, for breakeven points and for meeting lifetime value or profitability targets; or say 
satisfaction score targets or average referrals target, for various periods in the program as 
per the predicted response rates.  
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The elements of program activities, or processes, would be spelled out here in skeletal form 
in the blueprint, as an architectural premise that will allow the project and process manual 
to be developed. The type and quantum of rewards to be awarded for given behaviors, or 
the type of behavior metrics that must be elicited from customers and recorded, is also 
defined here. The exact method of elicitation is now part of the project and process design, 
and it is here that the blueprint is fleshed out with the use of creativity and typical tools of 
the trade. For instance, if it is a card based frequency program, in a retail environment, then 
the rewards could be points that may be redeemed for retail merchandise on reaching 
certain spending and points milestones. The creativity would be in molding the required 
spend patterns and periods to provide greatest returns for both customers and retailer. The 
spend pattern must not be so different from the customer’s preferred spend pattern as to 
be impossible or a once in a lifetime activity, in which case it becomes a short term 
promotional effort; the creativity is to enhance the experience through rewards for spend 
patterns that may become habits and provide a lot of value to both buyer and retailer. 
 
This triangle of shaping customer behavior, rewards, the financial metrics is tied together 
with the methodology and accounting for relating the three, and is the primary role of the 
blueprint. It thus provides guidelines for creating the process for eliciting the desired 
relational behavior amongst the customers, and allows a project management team to fully 
define and create the program process, and attribute resources and launch and run the 
process successfully.  
 
The next stage is thus the conversion of the blueprint into a process map, a related resource 
map, a financial metric system, and a project manual for setting up, launching and running 
the program. This phase is called the manual and map phase, and is critical for turning the 
program from a paper entity to the organizational entity with teams, financial and other 
resources, a process map, with specified time dimension and a physical form to the 
program. The blueprint outlines the role of various program elements, and the map and 
manual phase details the exact role and requirements of each of the program elements. 
Thereafter most programs go through the project management phase of set up, partnering 
and logistics arrangements, mock runs and testing, launch, running and finally the review 
stages. 
 
Well run programs are those which have gone through all the stages and are well tested for 
all its facets, and have well defined processes for various contingencies, and an effective 
program “dashboard”. The dashboard is a set of metrics which measures the health and 
efficacy of the program as it runs through its various phases of launch, expansion, 
stabilization, etc. The dashboard should measure the essentials of customer hit rates 
(measure of targeted versus actual customers enrollments/ responses), response rates 
(targeted versus actual customer behavior changes elicited, such as average number of 
referrals, average number of products held in a cross selling program, average P-E scores in 
a satisfaction enhancement program, etc.), the financials and operational targets of the 
program, and the likely strategic impact such as customer base expansion, relationship 
strength, information deepening and widening, customer insights, etc. It should also include 
data that may help identify opportunities or track new opportunity development that may 
be a part of program objectives. The program objectives must thus be reviewed through the 
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dashboard on an ongoing basis, and the program must thus have a measurement and 
reporting process as part of its design. 
 
The efficacy of programs would ultimately be known at the end of the program duration, 
but the health of the program in the early and interim stages are good indicators, and 
process quality indicators are now an integral part of the program dashboard as well. 
 
Conclusion  
In the end it must be reiterated that though the relationship programs and enterprise CRM 
programs fulfill strategic and tactical objectives that work best when there is a well thought 
out firm level approach and a fleshed out strategy. The latter part of the previous decade 
saw major investments in what was then IT driven CRM amongst leading Fortune 500 firms, 
because of the inexorable logic of competing for customers through relationships going 
beyond the short term product and traditional marketing mix driven value. The focus on 
value engineering and consequent typing down of products to specific customer groups for 
whom the value engineering made adequate value “sense”, meant that competitive firms in 
competitive markets needed to retain enough customers to support such efforts at adding 
value, so that the return on such value addition processes would actually lead to investor 
benefits in the long run. The realization that it was not a short to medium term game, and 
that IT driven implementations of CRM had a high failure rate, led to a lot of criticism that 
this would be another fad that faded. However the realization that the strategic content 
needed to drive any customer initiatives in the firm including IT spends was made clear by 
the immense success of the few firms where the CRM did succeed. Spends on IT driven CRM 
continued despite the failures, despite strategic mismatch because the few successes 
proved that this new “mantra” for business delivered great competitive advantage.  
 
Later research and the success of various shorter term programs, and the growing felt need 
for relationship management, showed that as long as the customer strategy was in place, 
CRM programs did deliver great business advantages. The customer strategy comprised the 
basic right customer, right offer, right capability and right relationship approach. At a holistic 
level, enterprise CRM programs are about identifying the right customer portfolio for a 
firms’ current capabilities and market presence; and about creating the right offers and right 
capabilities in the future. Enterprise CRM is about this part of the customer strategy. 
Acquiring and managing the right customers and right relationships, is about relationship 
programs which may start out as specific programs, and may later become embedded fully 
in the business processes of firms. It must also be reiterated at this stage, that the 
relationship programs may aim at achieving the right customer base, and also the right 
relationships, but there three major gains from any such program.  
 
Beyond the immediate relationship gains, the data garnered through such close interaction 
and sharing, provides competitive advantages through the insight that is generated, and 
allows for far greater value to be created for the customer, and is a major capability 
multiplier. This informational component of programs has transformed staid banking and 
financial institutions into very aggressive, market savvy, profitable organizations, providing 
customized, even personalized, services at a mass level, since they have started using the 
data available on their customers. The same kind of transactional histories profiles and 
predictive powers and insights may be generated through the data made available from 
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most loyalty programs savvy enough to track and store the right data, and use data mining 
techniques and analytics.  
 
The second major benefit is that the customer database, creates the asset of a customer 
base itself, with the continued touch and intimacy generated through the programs. This 
becomes a platform for all future campaigns, product test sand launches, sharing and 
partnering programs, and is a kind of platform that creates future proofing for the firm. The 
third major benefit comes from the intimacy itself: the customer constituency becomes a 
major leverage point for strategic posturing in the markets across the value chain. The 
future proofing and availability of a stable customer platform which is functionally in touch 
directly, is a great asset for leveraging relationships with financiers, vendors, technology 
providers and most major players in a given market. Often this base of customers provides a 
branding and positioning advantage especially in the B2B scenario. A major food additives 
and chemicals firm in North India, keeps in its customer portfolio the three leading food 
processing players of all markets it operates in, just so that it may use its portfolio for 
bargaining and leveraging other customer relationships, dealerships and vendors. It finds 
that having a contact with the leading customers downstream allows it great leverage with 
even R& D firms, and large global chemical and bio-stock suppliers, since it has relationships 
with major players in each food sector in India. It also balances such players who are not 
very profitable, with smaller players who provide it with the profits, and uses this customer 
group asset as a balancing factor in its relationships with the leading players who enjoy 
much greater power in most vendor relationships due to their size and signaling effects for 
most vendors. 
 
Thus it may be concluded that though relationship programs are intended primarily to 
establish a certain relational status and behavior amongst specific customer groups, and 
must be monitored on this touchstone, there are certain strategic benefits that accrue from 
most such relationship programs that merit consideration and must be accounted for when 
a firm contemplates relationship programs.  
 
Notes 
1
 Theory and practice in the CRM domain often links, or assumes that various antecedents of 

loyalty such as trust, commitment, satisfaction etc. (Morgan and Hunt, 1994; Fournier et al, 

1998, and others) affect the relationship behaviors or consequents such as repeat purchases, 

propensity to stay, acquiescence, cooperation and conflict. The later directly affects the 

efforts and investments required by the firm in the marketing of products, as well as revenue 

and profits achieved. 
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Fig 1: The Relationship Ladder 

 
 
Source: Adapted from Payne, A. (1997).  
 
Fig 2: The Relational Behavior Ladder 
 
 
 

 
 
 
 
Source: Adapted from Mookerjee and Shainesh (2001).   
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Table 1: Lifetime value drivers 
 

1 Cross selling Selling other products of the company: banks would sell credit 
cards, checking accounts, insurance, loans etc. 

2 Up selling Selling more profitable, expensive upgrades of existing 
products such as laptops and servers, cars, etc. 

3 Higher 
premium for 
customized 
products 

Financial service providers provide investment portfolios and 
options to most high end customers, but offer wealth 
management and other personalized services to very high net 
worth customers usually with a much higher profit margins. 
Same is true for customized merchandise, automotive 
products, apparel etc. 

4 Referrals Most clubs take members on referrals, but cellular services 
have used this concept to create user groups drawing from 
existing customers/database, with schemes offering 
customers benefit on usage rates etc., if they recommend or 
bring forward other customers who would buy or switch to 
their services. helps the company in attracting and retaining 
customers, both. Users would be constrained from leaving as 
others also would lose benefits from the attrition of their 
group members. 

5 Retention or 
repeat 
purchase 

KFC recently started a program which gave customers price 
offs and additional products with each subsequent purchase 
of certain value. The value of purchases and the number of 
visits or purchase occasions both were necessary for gaining 
the rewards. Most large airline, retail store and bank loyalty 
programs work on the same principle that the volume of 
purchases would determine points earned by the customers, 
and that would determine the rewards that could be 
obtained. Many have made the number of purchase occasions 
also a part, as it is supposed to help in creating a habit, as well 
as draw a larger share of total wallet of customer by 
attracting more percentage share of footfall, and sometimes 
thereby the total purchase made on that trip. Typically, the 
more the purchases, the more the incremental increase in 
rewards earned by the customer. GoAir SBI Credit Card 
program rewards cardholders with points on purchase of 
GoAir tickets with a GoAir SBI Card, and these points could be 
redeemed for payment of air tickets itself subsequently. 

6 Share of 
wallet 

A typical B2B target initially, where multiple vendors would 
compete for more percentage of purchase of a given 
component by a manufacturer. FMCG companies which face 
low involvement and brand switching, with convenience 
guiding purchases, often fight for share of consumer’s annual 
sales of a given product such as toilet soap. Even telecom 
firms fight for more call time given that many users have 
multiple telecom service providers, for landline and mobile, 
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and may use one for commercial purposes and another for 
personal use, with different spends on both. Here the pricing 
becomes slab based to encourage more purchase volumes, 
typically. In B2B it may take the shape of additional services 
and customization if sole vendorship terms are offered.  

7 Share of 
wallet – 2 

Sometimes companies compete across product categories to 
enhance their share of the customer spend. For instance the 
companies such as resorts and hotels, sports and 
entertainment, compete for the leisure activities related 
spending of customers.  

8 Frequency The number of times that a customer purchases a given 
product in a given duration determines the rewards gained by 
the customer. 

9 Duration or 
lifetime 

Customers are rewarded for the duration for which ithey have 
been customers. This is typical of the local grocery store in a 
typical residential neighborhood, where the owner/retailer 
would recognize his “old” and acknowledge them with 
services, prompt attention, priority in servicing, and other 
facilities like credit when required. In the corporate 
environment this is also found in B2B relationships where 
experienced vendors are accorded more priority since 
switching costs are higher due to the existing vendor’s service 
and product knowledge, lower transaction costs and risk 
mitigation. But this is also finding acceptance in the high 
churn telecom and credit card industries where the customer 
may be accorded higher service levels or features on 
continuity of account beyond a certain point. Telecom 
services may enhance the talk-time credit limits after a fixed 
period, given average usage levels and payment history. 
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Table 2: Objectives based typology of programs 
 

 Competitive advantage Sectoral or  
Direct Profitability focus 

Strategic Retention, customer 
portfolio improvement, 
customer –product basket 
match, co-resourcing-co 
design bonds, capability 
and capacity development 

Retention, co-design and 
development, image 
associations, 
advocacy/support, bonds: 
strategic, financial, 
technology, sourcing,  

Tactical/ Reactive  Cross sell, upsell, etc. 

 
Table 3: Types of Programs for different customer types 
 

 
 
 
 

 
 
 
 
 
 
 
 

Mass Markets Distributors 
Business to Business 

Markets 

Partnering/ 

Co-Marketing 

One - to - One 

Marketing 

Continuity 

Marketing 
•After-Marketing 

•Loyalty Programs 

•Cross-selling 

•Special Sourcing 

 Arrangements 

•Continuous Replenishment 

•ECR Programs 

• Key Account  

• Global Account 

Programs 

•Customer Business 

  Development 
•Permission Marketing 

•Personalization 

•Strategic Partnering 

•Co-Design 

•Co-Development 

•Logistics Partnering 

•Joint Marketing 

•Affinity Partnering 

•Co-Branding 

Customer Types 
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Abstract 

This study proposes a model that examines how to assess the impact of the organization’s 
customer relationship management (CRM) program. A research model is presented which 
suggests that in traditional and electronic CRM, profitability is possible when the customer is 
the center of focus. This paper examines the factors that help in determining the impact of 
the organization’s CRM program, based on the following: (1) customer satisfaction, (2) 
retention of customers, (3) customer loyalty, (4) marketing effectiveness and efficiency, (5) 
reduction in call volumes, (6) optimization of channel investments, and (7) increase or 
decrease in revenue of the organization.  Seven propositions are developed suggesting that 
increased customer satisfaction and loyalty are byproducts of increased longevity in 
customer retention and deeper relationships between the customer and the organization.  
Furthermore, the impact of the organization’s CRM program will be greatest when the costs 
incurred by the organization in obtaining, retaining, and maintaining their customers is 
minimal.   
 
Keywords: CRM, Marketing Effectiveness, Customer Loyalty   

 
Introduction 
Customer relationship management (CRM) is based on the concept of creating a 
relationship between the organization and its customers. It has been the main focus of the 
management literature for the last decade (Elsten 2001). Many organizations have adopted 
the CRM concept, which promises to deliver customer satisfaction, customer retention and 
ultimately firm profitability on a local and global scale.  While organizations’ spending on 
CRM has increased, overall customer satisfaction has declined. Businesses are reporting a 
60% failure rate in CRM implementation (Rigby, Reichheld, and Dawson 2003; Kale 2003; McKim 

2002) because companies consider CRM to be a technology that can be purchased and 
implemented without taking the customer-firm relationship into consideration. For 
businesses to succeed, it is necessary to put the customer in the center of the organization’s 
consideration (Elsten 2001) and adhere to the marketing concept. Thus, it is the customer 
who is the focus of CRM and not technology, as often assumed by electronic commerce 
activities.   
 
Before a firm can evaluate its e-CRM program, it is essential to understand, define, and 
evaluate the organization’s traditional/overall CRM program.  What is meant by the term 
‘CRM’? According to Gartner Group Inc. (1999), CRM can be defined as a customer focused 
business strategy designed to optimize profitability, revenue, and customer satisfaction. In 
the words of Bolton (1998) CRM can be defined as, “a strategy used to learn more about 
customers’ needs and behaviors in order to develop stronger relationships with them.”  It is 
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the holistic view of a customer that is created by capturing information at every point at 
which a customer and organization interact.  Furthermore, CRM is the use of the captured 
information to better serve and bestow value to customer.  
 
CRM is about maximizing customer value for the firm by creating and building relationships 
with customers.  The relationships are built with the objective of selling more of what the 
customer currently purchases, and to retain those customers for a longer period of time. 
CRM helps in integrating, identifying, developing and focusing the firm’s competencies in 
order to develop a long term relationship with their customers.  CRM entails acquiring and 
deploying knowledge about one’s customers and using that information across the various 
touch points to balance revenue and profits with maximum customer satisfaction. Thus, we 
can say that CRM is a strategy that aims to understand, to anticipate and to manage the 
needs of an organization’s current and potential customers by keeping customers at the 
center of focus of the organization. 
 
It allows an organization to create long-term relationships with customers that result in 
greater loyalty and improved margins (David 1999). CRM requires that an organization view 
the customer relationship as a means to learn about customers’ requirements and how best 
to create, to satisfy, and to sustain them while concomitantly helping the organization in 
meeting their objectives (Ragin and Greco 2003).  
 
There are many scholarly studies which address the development of the CRM concept; 
however, none of the research to date has examined how to assess the impact of the 
organization’s CRM program. The objective of this paper is to fill this gap in literature by 
exploring possible ways available to help organizations assess the impact of their CRM 
program.  
 
To fulfill the above objective, this study is structured as follows:  first, existing literature on 
CRM is presented, followed by a model suggesting a possible way to assess the impact of 
the organization’s CRM program. Propositions are then developed, followed by discussion 
and suggestions for future research.   

 
Background 
Good customer relationships are widely acknowledged to be an essential ingredient for 
business success. Studies have shown that 70% of customer decision-making is based on 
how customers are treated by the organization, and only 30% on the product itself 
(McLuhan 2002). For CRM to impact the firm’s profit revenue there needs to be a proven 
correlation between good service and value to the company (McLuhan 2002). Success rests 
on reconfiguring the business so that the organization can anticipate customers’ 
requirements and react to them;, being ‘there’ with the right product at the right time.  
 
Existing research has shown that the better informed the organization is about customers, 
the more confident the organization will be in communicating with their customers.  
Additionally, the organization will more easily be able to sell their products and services to 
those customers (Greenleaf and Winer 2002).  Customer service is becoming more 
important as competition increases since organizations want to build a long-term 
relationship with their customers. An organization can satisfy their customers if they know 
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the liking and disliking of their customers and how the customer’s needs and wants change 
with time. This can be made possible if the organization is customer centric.  
 
Ever since the study conducted by Reichheld and Sasser (1990), which showed that a small 
increase in customer retention rates yielded a large impact on profitability, the marketing 
community has been more conscious of the need to manage customer relationships in the 
long term (Wilson, Daniel, and McDonald  2002).  The argument has been further 
strengthened by the data on the low cost of better retention as compared to better 
acquisition (Blattberg and Deighton 1996; Filiatrault and Lapierre 1997). Organizations that 
engage in CRM can build long-term relationships with their customers by (1) knowing the 
customer’s needs and wants, (2) keeping the customer more satisfied, (3) conveying value 
to the customer, and (4) building customer loyalty. These four requirements make up the 
core concept of CRM. 
 
CRM entails knowing the company’s customer, understanding the established relationships 
and managing interactions with the customer accordingly. According to Loftis (2003), the 
most three important factors that help an organization in achieving CRM nirvana are: (1) a 
focused business strategy, (2) a CRM-friendly organizational structure, and (3) a CRM 
culture.  Based on the CRM nirvana, a company can attain the core concept of CRM and 
build a long-term relationship with their customers.  
 
CRM is all about building customer bonds. A customer bond can be established by creating 
dialogs to discover the consumer’s needs and wants, and to uncover how the company can 
be of service to them.  Through the customer bond, the organization can learn how to retain 
current customers and acquire new ones. Research shows that creation of a customer bond 
increased the firms’ retention rate by 5 percent, which can increase the firms profit level by 
25 to 95 percent (Reichheld 1996).   
 
The decline in the firms’ growth rate and intensification of competition has made businesses 
look for ways to reduce costs and improve their effectiveness.  These phenomena have 
caused firms to look for ways to build customer bonds. Customer bonds can help firms in 
establishing long-term relationships with their customers. Studies have shown, while 
manufacturing costs declined from 55 to 30 percent and management costs declined from 
25 to 15 percent, marketing costs have increased from 20 to 55 percent (Sheth and 
Parvarthiar 1995).  Hence, to reduce their marketing costs, companies need to build a long-
term relationship with their customers. Long-term relationships can be attained by 
understanding the company’s customers and by keeping them satisfied. Therefore, we can 
say that CRM is a business strategy that aims to understand, to anticipate, and to manage 
the needs of an organization’s current and potential customers by keeping customers at the 
center of focus of the organization.   
 
It’s not a new concept.  Past studies have shown that if an organization keeps customers at 
the center of focus, they can develop a CRM concept by: (1) conveying value to their existing 
and new customers, (2) understanding the needs and wants of their customers, (3) speeding 
up the business processes, (4) building loyalty with their customers, and (5) maximizing 
customer retention. The development of a CRM concept by an organization can lead to the 
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building of long-term relationships with their customers, resulting in increased profit to the 
firm (Loftis 2003, Plakoyiannaki and Tzokas 2002).  
 
Another study by Crosby (2000) showed that companies benefited from CRM if they 
considered CRM as a strategy whose objective is to link together all aspects of a company’s 
business.  Furthermore, the strategy should focus on building long-term relationships and 
customer loyalty. This is a monumental task, requiring a comprehensive analysis of the 
business; especially of the way the enterprise views its customers, employees, and partners. 
The company’s CRM program needs to be fueled by a vision and a strategy in order to 
benefit from their CRM implementation; anything less means trying to develop a CRM plan 
by combining the various impacts of fragmented initiatives which can have dire results.  
 
Reichheld conducted a study in 1996 on customer loyalty and found that CRM strategy, if 
well formulated and implemented, could result in greater customer retention, satisfaction, 
loyalty, and increased firm efficiency and effectiveness. As a result, organizations have to 
spend less capital when retaining, acquiring, and serving their customers. If customers are 
satisfied with the service of the organization, they will be loyal to the company, and have 
few complaints about the functioning of the organization. Thus, the organization’s CRM will 
be more effective.  
 
CRM Assessment Model 
Based on the literature review, this study presents a CRM assessment model that considers 
the question: how can organization’s best assess the impact of its CRM program? Can an 
organization assess the effectiveness of its CRM strategy?  We consider the following factors 
to be important in assessing the impact of the company’s CRM: (1) customer satisfaction, (2) 
customer retention, (3) customer loyalty and long-term value, (4) reduction in call volumes 
(i.e., reduction in the number of complaints from customers), (5) decrease in channel 
investment, (6) improvement in marketing efficiency and effectiveness, and (7) decrease in 
revenue of the organization in retaining and acquiring new customers. The focus of our 
study is to assess the impact of the organization’s CRM program. It does not examine all the 
factors that may help in assessing the impact of the organization’s CRM. Rather, the model 
makes simplifying assumptions that assessment of the impact of the organizations CRM is 
plausible and based on the factors mentioned above. 
 
The figure below explains how an organization can assess the impact of its CRM program 
and is divided into three parts; the central part represents the customer, who is the center 
of focus for an organization. Keeping the customer in mind, the organization formulates its 
CRM strategy in order to build a long-term relationship with its customers. Elsten (2001) 
argues, if an organization wants to formulate their CRM strategy, it is necessary for the 
organization to keep customers in the center of their consideration  Once an organization’s 
CRM concept is developed, its impact can be assessed based on the seven factors as 
mentioned above, which is represented by the outer portion of the model.        
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Figure 1:  A model showing impact of the organizations CRM  

 
 

On the basis of the factors that help in assessing the impact of the organization’s CRM 
concept, seven research propositions are developed.  
 
Research Propositions 
The importance of customer satisfaction is a vital business issue as organizations realize the 
benefits of CRM for providing effective customer service. Even though there has been a 
significant CRM investment by the organization, many customers remain unhappy with the 
service they receive (Datamonitor 2002). CRM purports to build customer satisfaction. 
Better customer satisfaction can result in an increase in sales and reduction in service costs, 
higher buyer retention, and lower customer replacement expenditure (Reichheld 1996). 
Companies must provide a level of service that improves customer satisfaction.  
The idea that increasing customer satisfaction leads to greater retention and profitability is 
well known. Customer satisfaction is an emotional reaction to the previous experience with 
the product or service (Sheth and Parvatiyar 1995). According to Lowenstein, customer 
satisfaction depends on the customer’s own assessment of supplier’s performance, and the 
level of belief in that supplier’s ability to provide a benefit. It is ultimately the efficiency and 
the effectiveness of the supplier in providing the service to their customer’s that help in 
generating customer satisfaction. Research has shown that the more efficient the supplier is 
in providing service to their customers, the more satisfied the customers are.  Therefore, the 
organization’s CRM program will have a greater impact (Rokkan and Haughland 2002).  
 
Acquisition and retention of customers is a crucial theme of CRM. A good CRM system – if 
well- conceived and carefully implemented – can be a valuable tool in retaining customers 
and translating those customers into shareholder value (Taylor 2002). CRM centers on 
building and retaining a strong bond with customers and making every effort to enhance, to 
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personalize, and to cultivate that relationship. Previous research has shown that there is a 
correlation between customer satisfaction and loyalty (Monoley 2003). A highly effective 
customer relationship management system will be able to leverage customer loyalty into 
positive shareholder value. Thus, we propose: 

P 1:   The greater the satisfaction a customer derives from the service of the 
organization, the greater the impact of the organization’s CRM program. 
 
P 2:  The greater the organization’s capability to retain its customers, the greater  
the impact of the organization’s CRM program. 

  
CRM is a business approach that integrates people, processes, and technology to maximize 
the relationship of an organization with all type of customers (Chen and Popovich 2003). The 
true value of CRM is to transform strategy, operational processes, and business functions in 
order to retain customers and to increase customer loyalty. Research has shown that 
profitability of an organization can be improved by increasing the retention and loyalty of 
customers.  A study completed by the Gartner group found that overall profit of an 
organization can increase by 100 percent by retaining just another 5 percent of customers 
(Nairn 2002; Reichheld 1996). The Royal Bank of Scotland found that 20 percent of their 
customer base made 80 percent of their monthly contribution (Nairn 2002).  Studies have 
also shown that it takes five times more money to acquire a new customer than to retain an 
existing one (Payne 2002; Reichheld 1996).  CRM, on and off the Internet, is the discipline 
aimed at building customer loyalty. It combines information, processes, technology and 
people to build strong relationships with customers (Chen and Popovich 2003, IOMA’s report 
2003).  
 
Companies with a good reputation for “excellent service” will have a happier customer base, 
with a greater degree of loyalty and repeat business (Pridham 2002). Customer loyalty is all 
about understanding the customer – who the organization’s best customers are, the 
customer’s value preferences and expectations, and the organization’s understanding of 
how to create and to deliver value throughout the customer lifecycle. The more able the 
company is to deliver value to their customers, the greater the probability that customers 
will remain loyal to that company (Pridham 2002). Additionally, the longer the company is 
able to retain a customer, the lower the total cost incurred by the company in maintaining 
the relationship with the customer.  Greater profits are derived from the lifelong 
relationship with the customer (Sheth and Parvatiyar 1995). Thus, we propose:  
          P 3:  The more capable the company is to provide value to their customers, the    

higher the customer loyalty and the greater the impact of the organization’s CRM 
program.  

 
The organization needs more than just the Internet or a technology based CRM program.  To 
succeed, CRM has to directly address the human experience because customers 
fundamentally do not care about the technology or the challenges of the business. 
Customers care about the expectations the company has promised and the company’s 
ability to satisfy those expectations (Davis 2002). The Internet broke down many barriers, 
often reducing a company’s ability to restrict an offer to a target market. The Internet 
allowed firms to adopt CRM programs that focus on the effective management of their 
relationship with customers and harness the application of online technologies to facilitate 
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customer-supplier relationships (Wright, Stone and Abbott 2002). However, the 
organization’s use of the Internet with its CRM program must still focus on the customer. 
 
CRM strategy focuses on new and cost-effective ways of retaining customers. There is a 
need to distinguish between efficiency in day-to-day operations and effectiveness in 
delivering applications that create benefits in the implementation of CRM strategies (Wright 
et al. 2002). CRM helps the firm in deploying customer insight into the operational CRM 
environment (through marketing, sales, and service applications) to enhance the 
effectiveness of customer communication.  
 
Furthermore, CRM assists in gathering data on marketing campaigns, treatments, and 
customer response in order to provide visibility of the effectiveness of CRM activities 
(Hirschowitz 2001).  An effective business strategy requires that an organization provide 
customer value that is superior to that of its competitors (Ragin and Greco 2003). The 
practice of relationship marketing has the potential to improve marketing productivity 
through improved marketing efficiencies and effectiveness (Sheth and Parvatiyar 1995). 
Thus, we propose: 

P 4:  The more effective and efficient the organization is in serving/meeting the 
demands, needs and wants of their customers, the greater the impact of the 
organization’s CRM program. 

 
In this era of customer driven markets, the major concern for companies worldwide is to 
keep their customers satisfied. Also, the success of a business largely depends on its ability 
to outreach to a maximum number of customers with minimal cost and effort (Taylor 2002). 
Call centers provide clients both these facilities with optimum utilization of resources. 
Establishing a simpler process of resolving customers’ problem can reduce the number of 
calls/emails to the organization, enabling the call center staff and other customer-service 
employees to concentrate on more important tasks, such as selling products (Taylor 2002). 
Implementation of a CRM system should effectively reduce the call center volume overtime. 
Research has shown that lower call center volume increases productivity in the organization 
(Taylor 2002), thus indicating increased total customer satisfaction.  
 
Savvy companies use the Internet to complement existing channels rather than “bolting it 
on” (Johnson 2002). While most companies use a variety of distribution and service 
channels, those that creatively employ the Internet for CRM ensure that the technology 
enhances all other channels. For example, they equip call-center employees with net-based 
CRM systems, and augment their bricks-and-mortar stores with location-based services that 
enable more customers to find them (Johnson 2002). The fragmented and often poorly-
selling application packages of a decade ago, dealing with sales force automation, direct 
mail or call centers, are being supplanted by what suppliers term “CRM suites” or packages 
which integrate the various channels to customers (Hewson 1999). As Wilson et al. (2001) 
explore, these systems typically still support only part of the job of managing customer 
relationships.  
 
Past studies have shown that technology plays a significant role in putting CRM principles 
into practice. For some businesses, CRM is used to create personalized call centers where 
technology recognizes incoming phone numbers and automatically retrieves customer 
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information.  For other organizations, CRM may be used for personalized web-based 
support. Effective CRM technology can reduce call waiting and service time.  This reduction 
leads to better management of customer relationships and reduced cost of operation 
(Chang 2002).  Thus, we propose:  

P 5: The fewer the problem-seeking calls the organization receives from its 
customers, the greater the impact of the organization’s CRM program. 

 
P 6: The more the organization uses technology for managing and establishing  
customer relationships, the less the organization is required to spend in sales, 
distribution, and other channels to reach their customer, and the greater the impact 
of the organization’s CRM program. 
 

CRM is a business strategy to select and manage customers in such a way as to optimize 
long-term value (Greenleaf and Winer 2002). The ultimate goal should be to transform long-
term customer relationships into greater profitability or greater return on investment by 
increasing repeat purchase rates and by reducing customer acquisition costs (Greenleaf and 
Winer 2002). Woodstock (2000) found a correlation of 0.80 between how well companies 
manage their customers and business performance. Accenture (2001) found that a 10 
percent improvement in CRM capabilities boosted profits by as much as $40-$50 million in a 
$1 billion organization. Other research has indicated that the capital gains could be 
improved even further to $120-150 million if additional improvements were made in CRM 
capabilities (Ang and Buttle 2003). Thus, we propose: 

P7:  The higher the revenue/profit that the organization is able to generate by 
building long-term customer relationships, the greater the impact of the 
organization’s CRM program. 
 

Discussion 
Customer Relationship Management is a comprehensive approach that provides seamless 
coordination between sales, marketing, customer service, and other customer-facing 
functions.  The objective of CRM is to maximize relationships between the organization and 
its customers, distribution channel members, and suppliers. CRM is not just about keeping 
customers satisfied; however, satisfaction helps the organization in “wowing” their 
customers with speed, accuracy, availability, creativity, and flexibility. From the above 
research propositions it can be said that CRM aids an organization in getting information 
about their customers, which enables the organization to enhance customer retention, 
customer satisfaction and loyalty, and to generate profit. 
 
For a CRM system to be worth its cost and to be effective, it must help an organization in 
knowing who their best customers are today, and who the best customers will be in the 
future. An organization can increase its customer’s loyalty and retention if it knows its best 
customers, and treats these customers differently (Monoley 2003). Knowing the customer’s 
attitudes, perceptions, preferences, and expectations enhances the company’s ability to 
make good business decisions. 
 
Whether the company utilizes the Internet or not to compete locally or globally, it is 
necessary to be customer centric to increase customer retention. In the competitive 
business environment the customer acquisition rate is slowing, customer loyalty is 
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decreasing and sales cycles are lengthening. In such an environment, losing a valuable 
customer to a competitor can have a significant impact on the profitability and growth of 
the company. Research has shown that as much as 75 percent of a company’s revenue 
comes from current customers (McLuhan 2002).  As a result, companies should focus on 
customer retention more than customer acquisition. Studies have also shown that 
increasing customer retention rates by 5 percent can increase the profit of an organization 
by 25 - 95 percent (Reichheld 1996). Thus we can say that a company’s CRM concept would 
be effective if it helps in retaining their customers for a longer period of time, and in keeping 
their customers satisfied more than the competitors.  Therefore, customers will be more 
loyal and more willing to have a long-term relationship with the organization, resulting in an 
increase in the company’s revenue/profit. 

 
Conclusion and Future Research 
In today's competitive marketplace, there has never been greater pressure on companies to 
find out - in detail - what their customers think.  Studies have shown that a “Totally 
Satisfied” customer is as much as ten times more likely to buy again than a customer who is 
merely “Somewhat Satisfied.” (Coldwell 2000).  
 
In order to retain their customers, companies have resorted to surveying to find out what 
their customers’ requirements are and how those requirements change with time. For 
companies to maintain a long relationship with their customers they need to be customer 
focused; they should have current information about the purchase behavior of their 
customers.  As information about customers become easily available, and as customers 
interact more with the companies, an understanding of the customers’ behavior can easily 
be attained.  Such attainment can help companies in establishing a long-term relationship 
with their customers.  
 
Depending on the behavior of their customers, companies should change their strategy to 
keep their customers satisfied and retain them for a longer time. Research done by the 
Gartner survey (2002) has shown customer satisfaction to be the top measure in 
determining the success of CRM projects of any company; followed by customer retention 
and loyalty. Thus maintaining or improving customer satisfaction should be the main priority 
of any company. 
 
Further research should be carried out to see what other factors other than those proposed 
in this paper affect the impact of the organization’s CRM program. Research should also be 
carried out to determine which factor should be given the highest and the least priority by 
an organization. This will allow an organization to consider the tradeoffs and weight the 
factors accordingly when implementing their CRM program. Furthermore, empirical studies 
should be utilized to determine the strengths and weaknesses of various traditional CRM 
and e-CRM concepts currently being used in the local and global marketplace.  It is proposed 
by these authors that a customer centric approach will prove to be beneficial and profitable 
regardless of country or industry.   
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Abstract  

Word-of-mouth Marketing (WOMM) is a unique customer-to-customer communication that 
promotes products and services by way of conversations and sharing of experiences.  
WOMM is increasingly becoming an important research agenda. In this article an attempt 
has been made to review the previous literature in the area of WOMM. Research findings 
drawn from extant literature have been summarized for benefit of the readers. The paper 
identifies future areas of research and has presented them as propositions and research 
questions. The paper also highlights some important techniques used in WOMM campaigns 
for influencing consumers in the marketplace.  
 
Keywords: WOMM, Campaigns, ROI 

 
Introduction  
Word of mouth, which is supposed to be one of the oldest forms of communication, is still 
equally relevant in the contemporary digital world. This form of communication existed long 
before Gutenberg invented the printing press and Marconi the radio. These days, the 
customers are bombarded with a thousand promotional messages daily on an average 
thanks to intense competition at the marketplace. Thus, effectiveness of advertisements in 
influencing purchase decisions of customers is questionable. At the same time marketers 
are also worried about ever-increasing cost of advertising. They are constantly confronted 
with the question about measuring/valuing the ROI of advertisements and also exploring 
more cost-effective ways of improving sales.  
 
As consumers we always value opinions expressed by our friends, relatives, and neighbors 
and tend to trust and believe them more than the communication that we receive in form of 
advertisements from marketers. This explains the importance of word-of-mouth as a critical 
component of any communication effort. WOMM is perceived by customers as authentic 
and objective assessments of the products/services as the communicators do not have any 
vested interest.   
 
WOMM has been defined as the intentional influencing of consumer-to-consumer 
communication by professional marketing techniques and it is also known as social media 
marketing, viral marketing, buzz marketing etc. (Kozinets et. al., 2010). Hence, it is believed 
that this form of communication has greater credibility. Marketers have now started using 
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publicity techniques as well as viral marketing methods to promote and manage word-of-
mouth communications in order to achieve desired behavioral response among consumers.  
Influencer marketing is also now increasingly being used to seed WOMM by targeting key 
individuals in the population, who have an authority and a high number of personal 
connections in social network. Other traditional communication channels such as media and 
direct mail, are also used at the same time to complement WOMM because they cannot be 
replaced. In some previous researches WOMM has been found to be increasing the 
response to other traditional channels. Today, marketers have become quite excited about 
WOMM and its growing role in customer acquisition, customer retention and other key 
brand initiatives. CMO magazine reported that 43 percent of U.S. executives cite word of 
mouth as a top strategy for the coming year. 
 
In simple terms, WOMM can be defined as the practice wherein marketer attempts to 
gather volunteers for trial of their products, and then leaves them to share their experiences 
with the other people who they meet in their day-to-day lives. The idea behind this 
phenomenon is that the more people see a product being used in public, or the more they 
hear about it from people they know and trust, the more likely they will be to buy it for 
themselves. Job of marketer is to understand that happy customer is a basis of referral. This 
is how CRM and WOM are linked. In fact, one of the basic advantages of customer 
relationship is that it results in word of mouth or customer referrals.   
 
Marketing and Advertising literature describes WOMM as all those activities that companies 
undertake to generate personal recommendations as well as referrals for brand names, 
products and services. Also Service management literature has frequently cited it as an 
important component of customer loyalty. (Reicheheld, Ted , 1996; Berry, 1999). 
 
Consumers always keep sharing their experiences about products, services, or brands they 
have consumed in recent past. And all individuals in the population belong to multiple social 
networks. So, the people with whom we share/discuss about latest cinema we watched are 
not necessarily the ones with whom we talk about a good experience in some restaurant 
last evening. Size and composition of various customer social networks would vary from one 
category to the next. Some networks are larger in size, with most people participating, while 
others may be more specialized ones. In one of the research it was found that maximum 
frequency of word of mouth recommendations occur for product/ service category like 
restaurants, computer, and personal care product. Information provider for one category of 
product/ service can be an information seeker for some other product/ service category. It 
is not only person specific but also category specific. That is how social networks operate: 
we gather opinions from others, we incorporate them into what we know and feel, and we 
pass that along to others. These positive recommendations can culminate in a virtuous cycle 
of recommendations and sales for marketers. 
 
Previous researches have shown that some industries are more suited for WOMM than 
others, for example in industries such as entertainment, fashion, or industry that has edgy 
and outrageous products such as movies, WOMM has been found to be more effective in 
generating sales. Hence, it can be summarized that products that are unique by look, 
functionality, ease of use, efficacy, and price are more worthy of creating buzz in the 
market, hence should be marketed using WOMM techniques.  
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Rationale for Research in WOMM 
Social talk generates more than 3.3. billion brand impressions each day (Keller and Libai, 
2009). In a survey performed by CNW Marketing Research on 15 largest U.S. television 
markets to understand and find the evidence for buzz marketing, it was found that more 
than half of the ads for cars, credit cards and pet-related products were ignored by 
television viewers. In addition, 42% of ads about home products were ignored, as were 45% 
of fast food advertisements. The numbers are far worse in the case of viewers with personal 
video recorders such as TiVo. For that group, 95% of fast food ads were skipped, as were 
68% of car ads, 80% of pet product ads, and 94% of financial product advertisements. ‘The 
30-second commercial is becoming less and less powerful. We have to realize that most of 
the money spent on advertising is being wasted, so advertisers have to look for others 
sources and ideas for marketing their products. That’s why many companies are now 
turning towards buzz marketing’ (Knowledge@wharton, 2005).  
 
On the other side, it is also important that buzz marketing should be used very judiciously 
and cautiously for it to remain effective for a longer period of time. Otherwise people will 
start becoming skeptical and even wary about it, as a result they will become completely 
immune to the marketing virus that [marketers] are trying to spread. Marketers should 
realize that it is not a strategy; it is a tactic.  Buzz marketing is just one of many elements 
that a company should be doing when trying to get a new product out to market. It is a 
specialized tactic which should be optimally mixed with an appropriate publicity tool for 
achieving desired results. But these days companies are relying too heavily on buzz 
marketing, losing sight of what they really should be focusing on i.e. strategy. WOMM is 
good for first time buyers but for repeat customers, there is no special pattern at all because 
the decision to purchase again requires no input from others.  
 
Hence, based on the findings of previous studies for understanding WOMM phenomenon, 
we deduce that it has become an important research agenda in the field of marketing in 
order to contribute to marketers by helping them design more effective WOMM campaigns. 
For the purpose of our research, we searched the previous literature from 
googlescholar.com, ABI/ Inform Global, Emerald Full Text etc. extensively and have 
attempted to generate appropriate propositions about WOMM phenomenon.  
Literature Review 
 

S. 
No. 

Author/ 
Year 

Objective Constructs Outcome 

1. Samutchak, 
Dekui/ 2012 

To study the  
effects of 
Centrality and 
Prominence of 
Nodes in the 
Online Social 
Network on Word 
of Mouth 
Behaviors 

Two socio-metric 
variables, i.e. 
centrality and 
prominence, and 
their interaction 
effect as the 
proxies of online 
opinion leadership 
and the 
determinants of 

The results exhibit the 
relationship between the 
independent and 
dependent variables. The 
online opinion leader plays 
a significant role in WOM 
diffusion through their 
contacts in the network. 
However, it is more likely 
that negative WOM is 

mailto:Knowledge@wharton
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the online word-
of-mouth 
(WOMM) 
behaviors. 

disseminated more than 
positive and neutral 
WOMM. 

2. Bughin,  
Doogan, and 
Vetvik. 
J../2010 

To measure the 
value to marketers 
of word-of-mouth 
product 
recommendations, 
and suggest a 
method for 
measuring their 
impact 

word-of-mouth 
"equity" index  

There are three factors 
which are most important 
to determining how 
influential a word-of-mouth 
recommendation will be are 
the message's content, the 
credibility of the person 
relaying the message, and 
the environment within 
which the message is 
received 

3. SchellekenS, 
C., GABY A.; 
Verlegh, J. 
and Smidts, 
P.W. /2010 

To study factors 
which cause 
consumers to use 
more or less 
abstract language 
in word-of-mouth 
communication 
about products. 

Abstract language, 
word-of-mouth 
communication 

It was found that the 
further a product 
experience diverged from 
consumer expectations, the 
more specific detail 
consumers used when 
describing it. 

4. Dobele A. 
and 
Lindgreen, 
A. /2011 

To understand the 
nature of 
customer value in 
health care 

Context,  word-of-
mouth referrals by 
new mothers 

The nature of value can be  
defined in terms of  the 
quality of the experience, 
staff friendliness and 
expertise, and source 
credibility. 

5. Chen, Y.; 
Wang, Q.; 
Xie, J. (2011) 

To study how 
consumers' 
purchase decisions 
can be influenced 
by others' 
opinions, 
or WOMM, and/or 
others' actions, or 
observational 
learning (OL). 

2 social interaction 
constructs: word-
of-mouth and 
observational 
learning (OL), 
product sales, 
lifetime effects 
and interaction 
effects. 

Negative WOM is more 
influential than positive 
WOM, positive OL 
information significantly 
increases sales, but negative 
OL information has no 
effect. The study suggested 
that reporting consumer 
purchase statistics can help 
mass-market products 
without hurting niche 
products. The results also 
revealed that the sales 
impact of OL increases with 
WOMM volume. 
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6. Cheema, 
Kaikati / 
2010 

The study the 
effect of 
psychological cost 
on positive 
WOMM which can 
reduce  
Uniqueness of the 
product 

Word of mouth 
recommendations 
, psychological cost 
, need for 
uniqueness 

high- (versus low-) 
uniqueness consumers are 
less willing to generate 
positive WOMM for publicly 
consumed products that 
they own. However, high 
uniqueness does not 
decrease willingness to 
generate WOM for privately 
consumed products  

7. Van der 
Lans, R.; Van 
Bruggen, G.; 
Eliashberg, J. 
and  
Wierenga, B. 
/ 2012 

To study the 
impact of seeding 
a Message to 
harvest Reach for  
Predicting and 
Optimizing the 
Spread of 
Electronic Word-
of-mouth 

Viral Branching 
Model, viral 
marketing 
campaign, 
customer reach 

The results show that the 
model quickly predicts the 
actual reach of the 
campaign and serves as a 
valuable tool to support 
marketing decisions related 
to online campaigns. 

8. Schumann, 
Jan H/ 2010 

To study the Cross-
Cultural 
Differences in the 
Effect of Received 
Word-of-mouth 
Referral in 
Relational Service 
Exchange 

WOM, service 
quality perception, 
culture 

The results show that 
received WOM has a 
positive effect on customer 
service quality perceptions. 
Furthermore, received 
WOM has a stronger effect 
on the evaluation of 
customers in high-
uncertainty-avoidance than 
in low-uncertainty-
avoidance cultures. 

9. Dubois, 
David; 
Rucker, 
Derek D; 
Tormala, 
Zakary L./ 
2011 

The study 
evaluated that the 
consumers' 
certainty about 
their beliefs (e.g., 
attitudes, 
opinions) is less 
salient than the 
beliefs themselves, 
certainty 
information is 
more susceptible 
to being lost in 
communication. 

WOM, Beliefs, 
attitudes, 
communication 

Increasing the salience of 
consumers' 
uncertainty/certainty when 
communicating or receiving 
information can improve 
uncertainty/certainty 
communication, 

10. Berger, J.; To examine the  WOM, The results indicate that 
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Schwartz, 
Eric M. 
/2011 

psychological 
drivers of 
immediate and 
ongoing WOM 

psychological 
drivers 

more interesting products 
get more immediate WOM 
but, contrary to intuition, 
do not receive more 
ongoing WOM over multiple 
months or overall. In 
contrast, products that are 
cued more by the 
environment or are more 
publicly visible receive more 
WOM both right away and 
over time. 

11. White, 
Christopher 
J. / 2010 

The impact of 
emotions on 
service quality, 
satisfaction, and 
positive word-of-
mouth intentions 
over time 

Emotions, service 
quality, WOM, 
intentions 

The findings indicate that 
two emotion dimensions 
had a consistent direct 
impact on all dependent 
variables in both time 
periods. However, the 
interaction effect between 
time periods and emotions 
revealed that different 
emotion dimensions 
influence satisfaction and 
word-of-mouth intentions 
at different stages of the 
service encounter. 

12. Samson, 
Alain / 2010 

To study the 
relationship 
between Product 
usage and firm- 
generated word-
of-mouth 

Product usage, 
WOM 
communications, 
brand loyalty,  

It was found that brand 
loyalty decreased WOM 
effectiveness, while a lack 
of brand loyalty increased it. 
Frequency of product usage 
had a significant effect on 
the number of WOM 
communications. 

13. Lam, D.; Lee, 
A.and 
Mizerski, R. 
/ 2009 

The study the 
effects of Cultural 
Values in Word-of-
mouth 
Communication 

WOM 
communication , 
Hofstede's four 
cultural values 

It was found that all four 
dimensions of Hofstede's 
cultural values have 
significant effects on WOM 
engagement to those 
groups. 

14. Berger, J. 
and  
Milkman, K. 
L. / 2012 

This study 
attempted to find 
out Why are 
certain pieces of 
online content 

Emotions, 
physiological 
arousal, WOM 
communications, 
virality 

The results indicate that 
positive content is more 
viral than negative content, 
but the relationship 
between emotion and social 
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(e.g., 
advertisements, 
videos, news 
articles) more viral 
than others?? This 
article took a 
psychological 
approach to 
understanding 
diffusion. 

transmission is more 
complex than valence 
alone. Virality is partially 
driven by physiological 
arousal. Content that 
evokes high-arousal positive 
(awe) or negative (anger or 
anxiety) emotions is more 
viral. Content that evokes 
low-arousal, or deactivating, 
emotions (e.g., sadness) is 
less viral. 

15. Meiners, 
Schwarting, 
and 
Seeberger/ 
2010 

 To study the 
importance 
of word of mouth 
for marketing 
management in 
the twenty-first 
century. 

WOM, marketing word of mouth (WOM) and 
word-of-mouth marketing 
(WOMM) is defined as a 
'new' standard in modern 
marketing. Evangelism 
marketing is discussed as 
the most effective form of 
word-of-mouth marketing. 

16. Kozinets, 
Robert V; de 
Valck, 
Kristine; 
Wojnicki, 
Andrea C; 
Wilner, 
Sarah J.S. 

To demonstrate 
how marketers 
employing social 
media marketing 
methods face a 
situation of 
networked co-
production of 
narratives. 

WOM 
communications, 
marketing 
messages 

This new narrative model 
shows that communal 
WOM does not simply 
increase or amplify 
marketing messages; rather, 
marketing messages and 
meanings are systematically 
altered in the process of 
embedding them. 

17. Niederhoffer
, K.; Mooth, 
R; 
Wiesenfeld, 
D. and 
Gordon, J. / 
2007 

An in-depth 
analysis of rapidly 
evolving marketing 
domain--
considering 
blog buzz 
marketing spendin
g, pre-market 
purchase 
intentions, and in-
market sales- 

Consumer 
generated media, 
pre-purchase 
intention, buzz 
marketing  

The analysis revealed five 
key themes: (1) a minority 
of new CPG brands 
generate the majority 
of buzz, (2) new CPG 
product buzz usually 
precedes sales, (3) strong 
new CPG 
product buzz usually occurs 
in combination with a 
strong traditional media 
presence, (4) category 
ubiquity and brand 
distinctiveness are 
predictive of buzz, and (5) 
high buzz levels drive sales 
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and can be anticipated to 
help improve forecasting 
models. 

18. Sprague, R. 
and Wells, 
M. E. /2010 

The study focuses 
on the legal issues 
regarding 
online buzz and 
stealth marketing.  

Buzz marketing, 
stealth marketing  

The study highlighted 
several issues related to 
Internet marketing which 
includes the development 
of buzz and 
stealth marketing technique
s, the role of the U.S. 
Federal Trade Commission 
(FTC) in regulating 
deceptive sponsored 
endorsements, and 
obstacles that the FTC faces 
in enforcing its guidelines. 

19. Siefert, C. J.; 
Kothuri, R.; 
Jacobs, D. 
B.; Levine, 
B.and  
Plummer/ 
2009 

This study 
examines how 
emotional 
engagement with 
Super Bowl 
advertisements 
relates to an 
important area of 
consumer 
response: 
online buzz. 

Comment on 
advertisement and 
viewing frequency 

Advertising scores derived 
from biometric response 
ratings for Super Bowl 
advertisements were highly 
correlated with 
online buzz (i.e., the 
number of times an 
advertisement was 
commented on and the 
number of times it was 
viewed online). 

20. Notarantoni
o, Elaine M.; 
Quigley, 
Charles J. / 
2009 

This study 
attempted  to 
compare students' 
responses to a 
traditional 
advertising and 
a buzz approach. 

Traditional 
approach and Buzz 
approach to 
marketing  

The results show that 
subjects perceive a buzz 
approach to be more 
influential than a traditional 
advertising. However, they 
do not perceive 
a buzz approach to be 
authentic. 

21. Dye, R. / 
2000 

The articles focus 
on Myths related 
to Buzz marketing  

Buzz marketing  Many top executives 
and marketing managers 
are misinformed about the 
phenomenon and remain 
enslaved to some common 
myths related to Buzz 
marketing 

22. Karniouchin
a, E. V. / 
2011 

To study the 
Impact of star and 
movie buzz on 

Motion picture 
distribution, box 
office revenue, 

This study empirically 
demonstrated the positive 
impact of starbuzz on 
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motion picture 
distribution and 
box office revenue 

buzz  revenue, and it helped shed 
light on the long-standing 
debate regarding the 
importance of star 
participation in the success 
of a movie. 

     

 
Research Propositions 
Based on the literature review above, the researchers can test few propositions as listed 
below: 
Proposition 1: To study the impact of WOMM contribution to product success in comparison 
to other traditional methods. 
Proposition 2: To study the impact of placing WOMM campaign among different set of 
consumers and identifying most influential segment of consumers. 
Proposition 3: To study the impact of culture on marketing related WOMM communication. 
Proposition 4: To study the effectiveness of various techniques of WOMM. 
 
Managerial Implications of WOMM and Research Questions 
In this paper we have examined the previous literature on WOMM and identified 
appropriate propositions that can be put to further research for measuring the effectiveness 
of WOMM techniques. Some of the characteristics of products and services that previous 
literature quotes for successful WOMM are: interesting and novel products (Wu and 
Huberman, 2007), i.e. people may talk more about products they like or those that signal 
their identity (Berger and Heath, 2007). Other factors worthy of creating buzz may be - 
products which are more publicly visible like PDA devices, or product attributes that are 
cued by the environment (Berger and Schwartz, 2011).   
 
Review of literature on WOMM indicates that various  companies generally adopt two main 
types of marketing tactics for seeding a WOMM campaign,  first tactics is defined as a live 
performer to peer marketing and second one, is known as peer to peer marketing. In live 
performer to peer marketing, marketers either do secret live buzz marketing or do it overt 
live marketing. In secret live marketing, marketer usually hires professional actors to enact a 
scripted drama alive in public without disclosing the sponsoring company. Example: one of 
the engineering colleges hired two actresses and paid them to enact on a pre-decided script. 
These actresses went to admission counseling hall where all the engineering colleges of a 
particular state participate and compete for best candidate. Also qualified students 
participate to choose engineering colleges of their choice. These actresses posed 
themselves as prospective candidate and started talking loudly among them regarding one 
specific college (sponsoring college). They talk loudly that how good is college 
infrastructure, faculty, and placement etc. This does attract undecided students toward 
them and actress’s glib talks do influence their decision. 
 
Other method that companies adopt is overt live performer to peer performance, in this 
tactics company discloses openly that this performance is sponsored by company and is 
meant as promotion and to stimulate buzz.  Example: MRF Bullock Tyres. In rural India MRF 
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company to create buzz about their product hires phelwans (body builders). Company puts 
up a stall in Mela and organizes a nylon-breaking contest. In this contest pahelwans are 
challenged to break the nylon. When phelwans fail to break the nylon thread, it 
demonstrates the strength of nylon. Then company informs the public that they have used 
nylon in the new Pahelwan Chap – All Nylon MRF Bullock Cart tyre. This is one of the great 
buzz-worthy campaigns. 
 
There is another method of WOMM. The company hires a buzz marketing 'agents' who are 
regular citizens having volunteered to be product guinea pigs -- people who receive no 
financial compensation, but do get products in advance of their release to the general public 
in exchange for a promise to talk them up if they like them, and to provide feedback to 
companies about what they and others think. Regardless of the type of incentive used 
during a campaign, and despite WOMM’s natural foundation in casual person-to person 
communication, organizations that expect to tap easily into the explosive power of WOMM 
by simply having friends and acquaintances talk up a product, service or brand will find 
themselves stymied. But this does raise a question of ethics. After all, even those 'buzz 
agents' who are not monetarily compensated do receive free products in exchange for their 
services, and few freely admit their status as agents to the people they are buzzing to. It is 
quite bad to realize that one of our friends who recommended us a product of a particular 
company is actually a buzz agent of that company. But buzz agents for products truly like 
the product and hence praise about them. But still if buzz agent doesn’t reveal then he is 
gaining an unfair advantage that undermines social interaction.  
 
Motorola launched an interactive game on their site during launch of moto-razor product. 
Game was so engrossing that the surfers who played these games referred to almost  9,000 
people in just 4 days, 40 % conversion rate was observed through Viral Marketing. Also 
media reach substantially increased vis-à-vis media spends. 
 
Some products which fall under luxurious category enjoy great brand equities. Companies 
producing luxury products follow this strategy. They create artificial scarcity of the product 
and this result in generating buzz about the product. Example: VolksWagen's “New Beetle” 
car –this car has unique look like a bug and it had a great fan following among the 
generation X in America. But with new and better technology cars, Beetles were phased out 
of the market. Only to be launched later in 1990s as a new beetle. It was launched with 
better engine, more colors, better interiors, however shape was not changed. Customers 
who were generation X were old by this time but wanted to connect to their past and would 
feel nostalgic using this kind of a product. Of course these were rebellious type of customers 
who were iconoclastic by nature. It requires guts to drive this car with, “I don’t care” 
attitude, this car is for sure a traffic stopper due to looks. But more importantly company 
informed the customers that it has only limited quantity to sell. It is documented that car 
sold on premium but also it is documented that on old lady customer stood outside the VW 
factory in night only to follow the truck till dealer showroom 200 miles away. She only 
budged when scarce car was given to her. 
Companies that want to create buzz and are not market leader can simply challenge or 
create controversy about the ranking and this automatically results in word of mouth. 
Example: one of the Delhi-based management institutes, which is not a number one ranked 
business school in India gives an advertisement in all leading newspapers and magazines 
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self-claiming that they are better than IIMs and IITs. Understandably, IIMs and IITs are one 
of the finest institutes of India. But this type of advertisements created a desired buzz for 
this Delhi based management institute and they gained from this strategy. All those 
students who cannot make it to IIMs through CAT entrance examination get persuaded and 
create favorable buzz for this management institute. 
 
One of the finest examples of WOMM is google mail, they did no marketing, they spent no 
money. They created scarcity by giving out Gmail accounts only to a handful of "power 
users." Other users who aspired to be like these power users "lusted" for a Gmail account 
and this manifested itself in their bidding for Gmail invites on eBay. Demand was created by 
limited supply; the cachet of having a Gmail account caused the word of mouth, rather than 
any marketing activities by Google.  
 
Interestingly, all the practical implications listed above can also generate few research 
questions that are given below: 
RQ1: Which one of the above listed word of mouth strategies will be more effective in 
generating word of mouth? 
RQ2: How much will be the Return on Investment (ROI) of each of the word of mouth 
strategy? 
RQ3: Are there any ethical issues involved in any of these WOM strategies? 
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Abstract 

Even though marketing theory places customer satisfaction in the forefront, as the very 
purpose of an organization, there are issues which are really not understood. For example, 
do consumers absorb positive gaps in a product, just as they may do for negative gaps, as 
suggested in the theory of dissonance reduction? Or do they, on the contrary, exaggerate 
the differences, as and when they may arise. If so, to what extent? Further, whether 
behavior differs in low involvement products as compared to high involvement products? 
These behaviors would obviously have direct bearing on how a customer takes his 
relationships forward, with an organization, over a period of time. This paper examines 
whether obtaining customer satisfaction is harder to achieve in high involvement products 
using assimilation-contrast effects under expectation-disconfirmation paradigm.  
 
Keywords: Customer Satisfaction, High Involvement Products, Assimilation-Contrast Effects, 
Expectation-Disconfirmation Paradigm 

 
Introduction 
Consumer Satisfaction is central to the marketing concept. The question of what a marketer 
can do to gain a competitive advantage by providing more satisfaction than the competition 
has even greater relevance today.  Hence nowadays, in many firms, marketing plans and 
incentive programs target satisfaction as a goal.  Interestingly, research on satisfaction has 
been proportionate with its growing managerial importance. 
 

Many researches have tried to answer the question how consumers judge their satisfaction 
after purchase of goods or consumption of services, or, what are the essential determinants 
of satisfaction. The Expectancy Disconfirmation (ED) Model is one major mechanism which 
is of great relevance in the present time in satisfaction studies (Oliver, 1997). Consisting of 
expectations, performance, and the outcome of their comparison, namely, disconfirmation, 
the model has been shown to adequately account, at least, as one major method by which 
consumers form satisfaction judgments. 
 

Generally, a basic need arises because of which an individual decides to purchase a good or 
consume a service.  With that good or service, he/she intends to solve not just one but 
several problems, i.e., the person determines particular characteristics and specifications 
which are desirable from the  good or service and finally goes for that brand (in the relevant 
product category), which best suites or fulfills his/her requirements and needs. This 
perceived-value which customers seek from the purchase of a good or consumption of a 
service is nothing but consumers’ prior expectations. 
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The next logical concept to reflect upon, in this regard is ‘the perceived expectation-
performance discrepancy’. The gap between a consumer’s prior expectations from a 
product and the actual product performance is what is termed as expectancy-
disconfirmation or simply disconfirmation. The entire consumption/purchase experience 
could be judged on the degree to which it was better or worse than expected, as can 
individual attributes. In one of the chapters (of the work), “The Expectancy Disconfirmation 
Model of Satisfaction”, Oliver clearly states that “there exist three states of disconfirmation: 
positive, zero and negative.  
 

 Negative Disconfirmation includes both the nonoccurrence of highly probable, 

desirable events and the occurrence of remote-probability negative events. 

 Positive Disconfirmation, where performance exceeds expectations is exhibited 

when highly probable undesirable events do not occur or when very improbable 

desirable events do. 

 Zero Disconfirmation/Confirmation occurs, when high-probability events occur and 

low-probability events do not, regardless of the valence of the event. Both desirable 

and undesirable events are equally confirmable if they occur as expected.” 

The question what does disconfirmation actually leads to is addressed by two different 
schools of thought- the Assimilation Theory and the Contrast Theory.  Both these theories 
could be viewed with respect to particular attributes/features or the overall consumption or 
purchase experience.  
 
In the initial studies done on consumer satisfaction, the researchers attempted to apply the 
dissonance theory. According to Oliver, “consumers do not like to be in a state of conflict. 
Hence, a product  performance not matching one’s expectations will reflect poorly on the 
customer’s decision, may be, in the light of his/her effort expended in choosing that service. 
Therefore, consumers were thought to reinterpret performance so as to be consistent with 
one’s expectations as a dissonance reduction strategy. Interestingly, this same 
interpretation was given to situations where the product exceeded the consumer’s 
expectations.” This school of thought where it is believed that consumers would disbelieve 
poor performance when expectations are high and even more surprisingly, disbelieve good 
performance when expectations are low basically represents the assimilation theory. This 
theory emphasizes a reluctance of an individual’s part to acknowledge discrepancies from a 
previously held position. It relies on individuals’ ability to explain away (rationalize) 
apparent discrepancies. 
 

The contrast theory is just the opposite. According to this theory, it can be said that, for a 
consumer, poor performance would be ‘worse than simply poor’ and good performance 
would be ‘better than a rating of good’ would suggest. This concept basically supports the 
idea that people have the tendency to exaggerate the discrepancies between their own 
prior expectations and the actual product performance.  
 
Also, the same consumer can behave differently in terms of assimilating and contrasting (i.e. 
bridging or expanding the performance-expectation gap) in High Involvement and Low 
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Involvement situations. High involvement products are those products for which the buyer 
is prepared to spend considerable time and effort in searching. These may generally be high 
priced.  Low involvement products are those which are bought frequently and with a 
minimum of thought and effort because they are not of vital concern nor have any great 
impact on the consumer's lifestyle. These may generally be priced low.  
 
The early theorists assumed that the effects of the two influences (assimilation and 
contrast) were mutually exclusive. That is, either consumers were exclusively assimilation-
oriented or contrast-oriented. But the recent studies have pointed towards the idea that it is 
not an either-or situation and both the theories actually exist. It is believed that assimilation 
occurred in the region of acceptance. However, when performance deviated substantially 
from expectations and the consumers could no longer view performance as similar, contrast 
predictions held. In this region of rejection, the service could be better than good or poorer 
than bad. For example, Klein (1999) found that that a positive expectation led to two 
outcomes: 1) relatively high overall evaluations of the camera and its attributes, even in the 
face of evidence that the camera performed poorly, and 2) greater weighing of those 
attributes on which the camera performed poorly and expectations were high. Thus 
evidence was found both for the assimilation of expectations and for the expectancy-
contrast explanation for negativity. Yi’s results (1993) pointed out that both expectation and 
performance had significant effects on disconfirmation, which in turn had significant effect 
on Customer Satisfaction. 
 

However, there is still need to carry out more studies and establish whether it is the 
disconfirmation size which connects the two theories, if so, what is the threshold (Peyton et 
al 2003; Saklani et al 2000), and whether behavior would be different in high and low 
involvement conditions. This research was designed in keeping with these gaps. 

 

Objectives 
1. To ascertain whether disconfirmation size determines whether customer response 

to a consumption experience would be assimilation or contrast. 
2. To check if the threshold to contrast varies in case of High Involvement products and 

Low Involvement products. 
 
Hypotheses 
According to Festinger’s theory of dissonance reduction, individuals do not like to be in a 
state of conflict and are motivated to reduce or eliminate any sort of mental stress. Hence, 
it is logical to believe that customers try to adjust their product evaluations according to 
their prior expectations. This adjustment which a customer makes is what is termed as 
assimilation.  But common logic also suggests that customers will not keep on adjusting 
endlessly. There has to be a limit beyond which they start to react. This reaction or 
exaggeration when the gap between performance and expectations becomes too high, may 
therefore result in a contrast response.  
 

Thus, the first hypothesis for this study is:- 
1) When disconfirmation size is small, customer response would be assimilation and 

when disconfirmation size is large, customer response would be contrast. 
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When product performance exceeds customer’s prior expectations, then the customer will 
not put great efforts for adjustment as he/she is not suffering from any kind of stress. But if 
the performance falls below expectations, then that causes dissonance in the minds of the 
customer. So customers will try to keep on adjusting as much as they can when they have to 
deal with negative disconfirmation, but in case of positive disconfirmation, they will 
consider a good performance as being very good, pretty easily.  
 

Hence, the second hypothesis is as follows:- 

2) Threshold to contrast is higher in case of negative disconfirmation as compared to 
positive disconfirmation. 

Now, in case a product performs better than expectations, irrespective of the fact that the 
product falls in the high involvement or low involvement category, a customer does not lose 
anything. So logically, the limit till which he/she will assimilate or absorb or adjust, and 
beyond which a good performance will be regarded as exceptionally good (contrast), should 
not be different for high and low involvement products, in case of positive disconfirmation.  
 
Thus, the third hypothesis is:- 

3) There is no difference in threshold levels in High Involvement and Low Involvement 
products in case of positive disconfirmation. 

However, when product performance falls short of expectations in case of a High 
Involvement product, where more is at stake, the customer will be ready to walk a longer 
distance and adjust more as compared to the case of a Low Involvement product. In this 
case, when the product falls in the low involvement category, the stress is not too high and 
hence the customer can reach that limit where he starts contrasting or reacting sharply 
(exaggerating), comparatively easily.  
 
Hence, the fourth hypothesis for this study is:- 

4) Threshold to contrast is higher in High Involvement products as compared to Low 
Involvement products in case of negative disconfirmation. 

 

Sampling and Data Collection 
The research design for this study is both descriptive and causal in nature. The type of 
research carried out in this study was primary research. The primary data was gathered 
through personal interviews at convenience. Respondents were interviewed through 
questionnaires which were developed such that various parameters got evaluated using a 
ten-point semantic differential scale.  
 
For the purpose of this study, a restaurant was chosen for the high involvement category 
and for the low involvement category, a cafeteria was chosen. Although it is difficult to talk 
about the degree of involvement in the absolute sense, but between a restaurant and a 
cafeteria, restaurant would fall in a relatively high involvement category, as compared to a 
cafeteria primarily because- 

1. Restaurants and cafes differ in terms of nature and needs of people visiting. 
2. Restaurants are the preferred choices for family outings and in some cases, post 

business-meeting engagement, when people are usually looking for a full meal.  
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3. However, in a café, usually a couple or group of friends may casually walk in briefly, 
looking out for a place to chat, relax, and take some snacks or/and beverages. 

4. For reasons mentioned above (especially, point 3), customers do check from 
referrals about restaurants while this may not be the case for cafes.  

5. The costs involved are also generally higher for former and lower in the latter. 
 
The particular outlets chosen for restaurant and café were:  Shubham Valley, Sector-11, 
Dwarka, New Delhi, and, Costa Coffee, Sector-5, Dwarka, New Delhi respectively. Total 
sample size for the study was 100 with 50 respondents each for the restaurant and the café. 
Pre and Post type of questionnaires were used for the purpose of survey, where the pre 
questionnaire helped in determining their prior expectations (both at the overall and 
attribute [feature]-wise level) and the post questionnaire was used for understanding the 
actual performance (both at the overall and feature-wise level) of the service. Hence each 
respondent was interviewed twice outside the restaurant/café- first before the person 
entered the outlet (pre) and second, after the person came out of the outlet after 
consuming the service (post). The difference between the observations in pre- visit and 
those in the post was measured for each respondent which helped in understanding the 
discrepancy and hence the disconfirmation size, besides the resultant satisfaction.  
 
Analyses and Findings 
Total disconfirmation (i.e. aggregate disconfirmation of all features) range is as follows:- 
Café :   -24 to +13 
Restaurant:  -51 to +15 

 

 The 3 categories of disconfirmation were negative, nil and positive disconfirmation, 
as per existing literature. The number of respondents falling under each category 
were 26, 5 and 19 respectively for café, and 31, 1 and 18 respectively for restaurant 
(Table 1). 

 

 Further, these 3 categories were expanded into 9 categories of disconfirmation, 
where they (categories) represented different ranges/ degrees of disconfirmation 
(very small to very large in each of the two extreme categories (Table 2). 
 

 The no. of respondents falling under each of these 9 categories; and mean overall 
satisfaction scores (both prior-expected and post-reported) for each category were 
then calculated (Table 3).  
 

 However, due to low sample sizes in some categories, these 9 categories were 
combined into 5 categories of disconfirmation. So, the 5 categories of 
disconfirmation (based on assigning approximately the first quartile for small and 
next 3 quartiles for large disconfirmation in both negative and positive ranges) were 
determined. (Table 4). 
 

 The number of respondents falling under each category; and mean overall 
satisfaction scores (both prior-expected and post-reported) for each category were 
also determined (Table 5). 
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From table no. 3, the following was inferred:- 

 In cases of both low and high involvement, when disconfirmation size was small, the 
change in satisfaction value was also small, and when disconfirmation size was large, 
the change in satisfaction value was also large. That is, while moving across 
categories 4 to 1 there was a greater decrease, than proportional, in the value of 
satisfaction change. Similarly, while moving across categories 6 to 9, there was a 
greater increase in the value of satisfaction change. [However, a couple of deviant 
cases were observed, perhaps due to very small sample sizes in those categories.]  
 

 In categories 4 and 6, where disconfirmation size was very small, assimilation was 
visually apparent. And, on careful observation of change in satisfaction levels, in 
both high involvement and low involvement situations, it was seen that assimilation 
stopped and contrast began (i.e., threshold to contrast was reached), as one moved 
from category 4 (in case of negative disconfirmation), and, from category 6 (in case 
of positive disconfirmation). However, this could not be tested statistically because 
of low sample sizes. 
 

 These observations also suggest the presence of stronger contrast effects in case of 
negative disconfirmation as compared to positive disconfirmation, in both high and 
low involvement situations.  
 

 Another noticeable trend from here was that, in case of high involvement, there was 
a sudden decrease in change in satisfaction value as one moved from category 4 to 
category 3 (in case of negative disconfirmation), and, similarly, there was a 
considerable increase in change in satisfaction value as one moved from category 6 
to category 7 (in case of positive disconfirmation). However, in case of low 
involvement, this change in satisfaction value, decreased somewhat gradually in case 
of negative disconfirmation, and increased gradually in case of positive 
disconfirmation. 

From table no. 5, following observations were made:- 

 In both cases of high and low involvement, category 2 & 4 of disconfirmation 
corresponded to low magnitude of change in satisfaction value, i.e. for, low 
disconfirmation sizes, change in satisfaction values were relatively low (and hence 
assimilation effects could be seen). Also, category 1 & 5 of disconfirmation 
corresponded to relatively higher magnitude of change in satisfaction value, i.e. for 
high disconfirmation sizes, change in satisfaction values were relatively higher (thus 
contrast effects were visually apparent here in these categories). 
 

 The above observation was also statistically tested using one-sample t-test. Through 
the obtained significance values, it was easy to conclude contrast effects in category 
1 and 5, the cases of high disconfirmation sizes. For category 1 (high negative 
disconfirmation), the results were significant (P<.05) for both café and restaurant 
which indicated high significance. For category 5 (high positive disconfirmation) also, 
the values came out to be significant (P<.05) for restaurant (indicating high 
significance), and similarly for café  (P<.05).  
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 Also, the value of 0.006 (indicating high significance) in case of low negative 
disconfirmation in restaurant, reflected the dominance and comparatively a much 
earlier occurrence of contrast effects in that case. However, in low disconfirmation 
categories (except for one case of low negative disconfirmation in restaurant), the 
values (P>.05) indicated no significance, thus, assimilation effects in category 2 and 
4, were established.  
 

 Hence, when disconfirmation size was small, the customer response was 
assimilation, and when disconfirmation size was large, the customer response was 
contrast, therefore, hypothesis 1 was supported. 

 

 One more common observation to both restaurant and cafe was that, the contrast 
effects were much more prominent in case of negative disconfirmation as compared 
to positive disconfirmation. In case of positive disconfirmation, the magnitude of 
change in satisfaction values were only 0.66 and 1 for café and restaurant 
respectively, as against 1.5 and 3.5 in case of negative disconfirmation. Hence, 
although, the exact threshold levels could not be statistically determined, the earlier 
occurrence of contrast effects in case of negative disconfirmation as compared to 
positive disconfirmation was apparent. 
 

 Thus, threshold to contrast was lower in case of negative disconfirmation as 
compared to positive disconfirmation, and so, hypothesis 2 was not supported. 

 

 Another observation was that the contrast effects were more strongly visible in case 
of restaurant, as compared to café, particularly in case of negative disconfirmation. 
In case of restaurant, on moving from category 2 to category 1, the value of change 
in satisfaction decreased from -0.81 to -3.5 as against -0.57 to -1.50 in case of café. 
This indicated that threshold to contrast arrived earlier in case of restaurant, as 
compared to café, in case of negative disconfirmation. Though the threshold levels 
could not be statistically established, they are apparent. But the significant 
differences between prior and post satisfaction levels, in case of negative 
disconfirmation, do indicate the presence of very strong contrast effects in case of 
high involvement situation, as compared to the low involvement situation, where 
these differences were relatively lesser. 
 

 Hence, in case of negative disconfirmation, the threshold to contrast was lower in 
case of high involvement as compared to low involvement, and thus, hypothesis 4 
was not supported. 

 

 Lastly, it was observed that when the disconfirmation was positive, the change in 
satisfaction values do not differ much across high and low involvement categories, 
indicating that the threshold to contrast occurred at the same time in both high and 
low involvement categories, in case of positive disconfirmation. 

 

 Hence, in case of positive disconfirmation, there was no such visible difference in 
threshold levels in high and low involvement situations, and thus, hypothesis 3 was 
supported.  
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Conclusions 
The primary objective of this research was to study the assimilation-contrast effects within 
the expectation-disconfirmation paradigm between low and high involvement products.  

 As per the first hypothesis of this study, a customer would assimilate (i.e. try to 
match the product’s performance with his/her expectations), when the size of 
disconfirmation is small, and customer’s response would be contrast (i.e. of 
exaggerating the difference between performance and expectations), in case the size 
of disconfirmation is large.  
 

 The primary basis for all the hypothesis of this study was the dissonance reduction 
theory. Hence, in the second hypothesis, it was assumed that, in case of negative 
disconfirmation, which is the actual situation of conflict in consumer’s mind, the 
consumer would try to minimize this conflict and keep on assimilating for a longer 
time, as compared to the case of positive disconfirmation. However, the actual 
results showed that strong contrast effects come into the fore when consumers have 
to deal with negative disconfirmation, which support the disconfirmation paradigm 
and is thus contrary to dissonance reduction theory. 
 

 Again going along the lines of the dissonance reduction theory, it was assumed that 
assimilation will take place even when negative disconfirmation is high in a high 
involvement situation since he/she has more at stake in terms of time, effort and 
money; that is, he/she would like to disbelieve poor performance  far more as 
compared to low involvement situation. But the results showed that actually it was 
the high involvement situation, where prominent contrast effects arrived earlier as 
compared to the low involvement situation. 
 

 In the third hypothesis, where the case of positive disconfirmation was treated as a 
no-loss situation for a customer, it was assumed that there would not be any 
differences in the threshold to contrast levels in high and low involvement situations, 
which was proved as there was not much difference in the threshold levels in both 
situations. 

Hence, the conclusions which emerge out of this study are as follows:- 

 Expectations do play a dominant role in forming customer’s satisfaction judgment, 
(which might be due to his/her inertia or the consistency in the product offerings), 
but disconfirmation starts to act on customer’s mind beyond a certain acceptable 
level. And this level, (referred to as threshold to contrast) is lower when the 
disconfirmation is negative, i.e., contrast in case of negative disconfirmation comes 
sooner than positive disconfirmation. More simply put, it takes little to upset or 
disappoint a customer than to please or delight him/her. 
 

 The dissonance reduction theory (which formed the bases of assumptions of this 
study), does impact a customer’s response, but only up till a certain limit, and this 
limit is lower for high involvement situations as compared to low involvement 
situations. However, one thing to be noted here in this study is that, even though the 
product is high involvement, it is neither a high investment nor is the customer stuck 
with it for life.  
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 Perhaps, results may be different in such situations. On goods like a soap bar, and a 
durable product like a cell phone, there is a possibility that the results may favor 
dissonance reduction theory more than contrast theory (in the latter case of cell 
phone); since a customer has to live with the product for some time (unlike 
restaurant/ café) and cannot exit easily, he/she may like to reduce the conflict as 
much as possible. 

In a nutshell, when a product does not live to customers’ prior expectations and falls short, 
the customers tend to exaggerate that gap between their expectations and performance, 
but at the same time, they won’t very easily exaggerate that gap (between expectations and 
performance), if the product outperforms and exceeds their expectations.  
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Table 1: Disconfirmation across the Services 
 

 Negative 

disconfirmation (No. 

of respondents) 

Nil Disconfirmation 
(No. of respondents) 

Positive 

disconfirmation (No. 

of respondents) 

Café 26 5 19 

Resta
urant 

31 1 18 

 



 

International Journal of Management Research, Vol. 3, No. 1 June 2012 

 

80 

 

Table 2: Extended Categorization of Disconfirmation 
 

Category Range Degree of disconfirmation 

  Café Restaurant   

1 -24 to -19 -51 to -39 High negative disconfirmation 

2 -18 to -13 -38 to -26 Moderate negative disconfirmation 

3 -12 to -7 -25 to -13 Medium negative disconfirmation  

4 -6 to -1 -12 to -1 Low negative disconfirmation 

5 0 0 Nil disconfirmation 

6 1 to 3 1 to 3 Low positive disconfirmation 

7 4 to 6 4 to 7 Medium positive disconfirmation  

8 7 to 9 8 to 11 Moderate positive disconfirmation 

9 10 to 13 12 to 15 High positive disconfirmation 

 
Table 3: Satisfaction Scores across Extended Categories Of Disconfirmation 
 

Disconfirmation levels 

 Negative disconfirmation  Positive disconfirmation 

 1 2 3 4 5 6 7 8 9 

Low involvement (Café) 

Sample Size 2 1 9 14 5 7 9 2 1 

Satisfaction 
scores  

         

Prior 9.
5 

9 8.6
7 

8.5 8.
4 

8 8.7
8 

7.
5 

7 

Post 7.
5 

6 7.4
4 

7.9
3 

8.
4 

8.4
3 

9.3
3 

8 9 

Change in 
Satisfaction 

-2 -3 -1.23 -0.57 0 0.4
3 

0.5
5 

0.
5 

2 

High involvement (Restaurant) 

Sample Size 1 2 7 21 1 6 10 1 1 

Satisfaction 
scores  

         

Prior  1
0 

8 9.5
7 

8.7
6 

8 8.8
3 

7.6 7 8 

Post 4 4 6.5
7 

7.9
5 

8 9.1
7 

8.5 9 9 

Change in 
Satisfaction 

-6 -4 -3 -0.81 0 0.3
4 

0.9 2 1 
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Table 4: Disconfirmation Categories Collapsed 
 

Category Range Degree of disconfirmation 

  Café Restaurant   

1 -24 to -7 -51 to -13 High negative disconfirmation 

2 -6 to -1 -12 to -1 Low negative disconfirmation 

3 0 0 Nil disconfirmation  

4 1 to 3 1 to 3 Low positive disconfirmation 

5 4 to 13 4 to 15 High positive disconfirmation 

 
Table 5: Satisfaction Scores across Categories of Disconfirmation 

 

DISCONFIRMATION LEVELS 

 1 2 3 4 5 

Low involvement (Café) 

Sample Size 12 14 5 7 12 

Satisfaction scores      

Prior 8.8

3 

8.5 8

.

4 

8 8.

42 

Post 7.3

3 

7.9

3 

8

.

4 

8.

43 

9.

08 

Change in satisfaction -

1.5

0 

-

0.5

7 

0 0.

43 

0.

66 

t-test- Significance value(2-
tailed) 

*0.000 0.067 1.000 0.448 *0.042 

High involvement (Restaurant) 

Sample Size 10 21 1 6 12 

Satisfaction scores      

Prior  9.3 8.7

6 

8 8.

83 

7.

58 
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Post 5.8 7.9

5 

8 9.

17 

8.

58 

Change in satisfaction -

3.5 

-

0.8

1 

0 0.

34 

1 

t-test- Significance value(2-
tailed) 

*0.000 *0.006 - 0.323 *0.000 

 
 
 


