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Abstract: This paper provides an overview of relationship marketing (RM) and how it evolves to customer
relationship management (CRM). Since marketing continuum is the basic concept for relationship marketing
it is apt that marketing continuum is explained first. The reviewed literature than discussed the evolution of
marketing from the four P’s principle towards more challenge structure combining environment factors and
global market scenario ending with customer relationship management philosophy. This paper developed
from the rational theories that are very relevant for the practitioners’ who are alert to the environmental
changes. This paper ends with more applicable of customer relationship management concepts that are most
recent tools to be considered for company growth and sustainability in the millennium age.
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1. Introduction

Customer relationship management (CRM) is replacing the traditional 'four Ps' of marketing - product, price,
place, and promotion. Long-term relationships, formulation with customers are the key to stability in an
increasingly dynamic market (Wu and Wu, 2005). However, forging long-term relationships between
customers and service provider is the key to stability in an increasingly dynamic market. Electronic customer
relationship management (e-CRM) emerges from the Internet and web technology to facilitate the
implementation of CRM. It focuses on internet- or web-based interaction between customer and service
provider (Chang et al., 2005). Customer Relationship Management (CRM) within businesses has increased
dramatically over the last years, and will continue to do so in the future. The market of CRM products in all
economic sectors increased rapidly to $125 billion by 2004, up from $34 billion in 2002 (Iconoclast, 2003).
Studies in 2002 revealed that spending on CRM software by small and midsized businesses reached $651
million by 2006 and make up 19% of the entire CRM market, up from 10% in 2001 (www.marketingfind.com).
The relationship between customer and service provider will become more challenging and competitive. As a
result, as the number of customers increase; service provider will have to focus more on their services and
software to manage the critical relationships with their subscribers. Customer Relationship Management
CRM has become the main strategy for companies' regardless of its size. A company’s customer care strategy
and its CRM software go hand in hand (Baumeister, 2002). The reason for this is that it costs up to five times
more to acquire a new customer, than to get an existing customer to make a new purchase (Silverstein, 2000).
According to Connolly and Yager (2001) the damage caused by a dissatisfy customer can be expanded
exponentially. Dissatisfied customers are more likely to defect to competition and more likely to convince
others to switch service provider. Nowadays, it is not surprise that customer relationship management is a
significant issue for discussion in the academic and business arena. Therefore this paper explore the
evolution of CRM from the root of marketing domain which change to organizational strategies those focus on
the growth and sustainability of company. This paper highlights the evolution of marketing that change from
transactional orientation towards relational orientation that brings CRM ad an important tool for
organization growth and sustainability.
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2. Literature Review
The Marketing Continuum - Transactional Focus and Relational Focus

There are two classifications of approach in marketing that is the traditional based approach on one hand and
a strategic market-based approach on the other hand (Jackson, 1985). According to Jackson, traditional
approach focuses more on transaction, competition, firm-induced, value to the firm, buyer passiveness, firms
as focus control, firm as boundary, short-term focus and independent, while strategic market relationship
focuses more on the partnership, collaboration, co-operation, value in partnership, buyer as active
participant, firm as part of the process, boundary-less, long-term focus and dependence and network-led. The
move from transactional orientation i.e. the so-called traditional marketing towards strategic market
relationship was widely discussed in 1980s. Due to the changes in market strategies that move towards
customer focus and value creation rather than product or services focus, a new paradigm of marketing are
stress on buyer-seller relationship as another method in value creation for both parties. Thus, the scenario
has led to the change from traditional to strategic relationship. Furthermore, Webster (1992) contended that
the change from transaction marketing to strategic relationships demonstrates that there is a continuum
from the one-off transaction to the vertically integrated organization at the other end of the spectrum (see
Figure 1).
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Figure 1. A classification of relationship types (Adapted from: Webster, 1992)

Marketing Continuum concept was first coined by Gronroos (1994, 1996) who argued that Marketing
Continuum represents a line of marketing strategies with two ends: the left end of this continuum refers to
transaction marketing orientation and the right end refers to Relationship Marketing (RM) orientation. Figure
2 below shows the marketing continuum.
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Figure 2. The Marketing Continuum (Adapted from: Gronroos, 1994; 1996)

Marketing Continuum represents a new paradigm shift in marketing focus, beginning with acquiring new
customers and end with transaction (Storbacka et al, 1994), intended to replace the old scenario of
marketing orientation, called as transactional marketing, as proposed by Kotler (1997). Transactional
marketing is characterized as short-term, single, and discrete exchange at the beginning and ending with no
duties between the parties prior or later in the formation of it. On the other hand, in this new paradigm, the
focus has been on the orientation for relationship building between the two parties. As such, this new concept
of marketing is referred to relationship marketing (Adamson, Chan, & Handford, 2003; Bansal, 2004; Berry,
2002; Priluck, 2003; Roslin & Melewar, 2004; Rowly, 2004; Singh, 2003). As the name suggests, the relational
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approach is characterized as long-term, broad, and on-going relational exchange (Gronroos, 1994; 1996; Min
& Mentzer, 2000; Rao & Perry, 2002; Roslin & Melewar, 2004; Sheth & Shah, 2003; Sheth, 2002; Sin et al,,
2002; Singh, 2003; Storbacka et al., 1994; Tomer, 1998; Venkataramana & Somayajulu, 2002). It is argued
that organizations could improve their long-run profitability by shifting from transaction-based marketing to
relationship marketing because of the latter emphasis on retaining customers (Christopher et al., 1991;
Cravens & Piercy, 1994; Ryals & Knox, 2001; Sheth & Shah, 2003; Storbacka et al., 1994; Styles & Ambler,
2003). This long run profitability can be achieved when the enterprise can lower their marketing costs due to
loyal customers (Gruen, 1997; Kim & Cha, 2002; Palmer, 2002; Priluck, 2003; Rashid, 2003; Rowly, 2004;
Tomer, 1998).

The literature suggests that RM as a concept began to emerge in the mid 1980s and over a relatively short
period of time the application of RM became rapid (Callaghan & Shaw, 2001; Pheng, 1999; Rao & Perry,
2002). Since then, RM started to represent a new leading approach (Ehret, 2004; Gronroos, 1994; Rao &
Perry, 2002) or a paradigm shift in marketing (Adamson et al., 2003; Gronroos, 1996; MacMillan, Money,
Money, & Downing, 2004; Min & Mentzer, 2000; Webster, 1992; Williams, 1998) as it emphasizes valuable
customer retention strategy (Bansal, 2004; Kim & Cha, 2002; Kumar et al., 2003; Pheng, 1999; Priluck, 2003;
Rowly, 2004; Sheth, 2002). In other words, since 1980s, RM represents an emerging school of marketing
thought, which offers an essential framework for understanding, explaining, and managing the relationships
(Khalili, 2005, MacMillan et al., 2004; Rao & Perry, 2002). It represents an important phenomenon in the
focus of marketing continuum from transactional approach to relational approach (Chaston & Mangles, 2003;
Christopher et al,, 1991; Roslin & Melewar, 2004). Specifically, the general focus of RM is to build long term
relationships with customers (Bansal, 2004; Chaston & Mangles, 2003; Gronroos, 1994; 1996; Rao & Perry,
2002; Roslin & Melewar, 2004; Rowly, 2004; Sin et al., 2002; Tomer, 1998).

The changes in marketing focus have been dramatically shaped from decade to decade. In the early 1900s, the
focus was on consumer marketing with companies having the ability to adapt their offerings to treat each
customer as an individual (Zaayman, 2003). After world wars, companies tended to focus on product
differentiation and then in 1950s the focus moved from production process and marketing efforts to
acquisition strategies with new communication media. In the 1980s, direct marketing helped to differentiate
products from the mass market, and service quality and satisfaction made marketing more focused. This
phase was proceeded by the information era that personalized customers and focused on their retention. By
the year 2000, communication mediums have changed, which enabled companies to know more about the
customers, thus allowing them to target and customize their offering (van Eeden, 2000). Figure 3 describes
diagrammatically the evolution.
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Figure 3. The evolution towards relationship marketing (Adapted from: Callaghan and Shaw, 2001)
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The relationship philosophy begins with contact management, whereby companies provide contact channels
to allow two way communications. Sales Force Automation (SFA) evolved out of contact management and
includes activities such as opportunity and account management (CRM Community, 2002). Customer
Relationship Management is the next evolution of thought and it has evolved out of SFA (Zaayman, 2003).
Sales people were not the only people interacting with customers and the technology was extended to the
entire company, including field service groups, the marketing organization, the billing department and help
desk (Brunjes & Roderick, 2002). The eras of marketing development show the interest of relationship
toward their customers not only for selling purposes. At this stage marketing organizations’ focus and
directions is on relationship marketing. CRM is an attractive IT and IS areas for research because of its
relative novelty and exploding growth (Ngai, 2003). Previously, the focuses of CRM are on the three major
functional areas such as marketing, sales and service support (Kincaid, 2003; West, 2001; Xu et al,, 2002).
However, CRM was born from relationship marketing, and is simply the practical application of long standing
relationship marketing principles that have existed since the dawn of business itself (Gummesson, 2004).
Therefore, the present study chooses CRM from the concept of marketing since the aim is to satisfy, retain,
and create word of mouth and loyal customer towards the brands.

Conceptual Definitions of Customer Relationship Management (CRM)

Many authors agree that there is no unified definition of CRM. The term has been defined in different ways,
with no clear consensus, but there are two approaches to define CRM i.e. from the perspective of management
and information technology approach. When the focus of CRM is on management approach, some authors
refer CRM as an integrated approach to identifying, acquiring, and retaining customer (Ellatif, 2008). CRM on
information technology approach is referred as the tools or system design to support the relationship
strategies activities such as identifying, acquiring, and retaining customer (Chen and Popovich, 2003).
According to Parvatiyar and Sheth (2001), customer relationship management is a comprehensive strategy
and process of acquiring, retaining, and collaborating with selective customers to create superior value for
the company and the customer. It involves the integration of marketing, sales, customer service, and the
supply-chain functions of the organization, to achieve greater efficiencies and effectiveness in delivering
customer value.

However, the Gartner group has defined it a step further. They describe CRM as an IT approach where CRM is
an IT-enabled business strategy, the outcomes of which are to optimize profitability, revenue and customer
satisfaction by organizing around customer segments, fostering customer-satisfying behaviors and
implementing customer-centric processes. In comparison with the previous definition, CRM is not postulated
as a process but instead as business strategy that uses IT. The intention that organizations have in mind for
CRM is made explicit: on the one hand, the goal is to increase revenue and profit, on the other, it is to improve
customer satisfaction (Peelen, 2005). Brunjes and Roderick (2002) provide another definition of CRM which
focuses more on value creation. They consider CRM as ongoing process of identifying and creating new value
with individual customers, and then sharing the benefits from this value over a lifetime. It involves the
understanding and focused management of ongoing collaboration between an organization and its selected
customers for mutual value creation and then sharing this value through interdependence and organizational
alignment. Oaks (2003) provides support by adding that CRM is the infrastructure that enables the
explanation of and increase in customer value and the collection of means with which to motivate customers
to remain loyal and to purchase again.

Even though there seems to be lack of consensus of what constitutes CRM, most researchers and practitioners
agree that CRM is a business strategy that applies the technology to tie together all aspects of a company’s
business to build long-term customer relationship and customer loyalty. In other words, CRM is said to be
effective when it is able to achieve some intended goals. In this context, Kim et al. (2004) define CRM
performance as the amount of improvement that retailers achieve in customer relationship strength, sales
effectiveness, and marketing efficiency after implementing CRM technology. Their definition is more focused
on the activities to establish the relationship for the purposes of organization profit and not for the purposes
of customer benefit. Finally, by combining the previous definitions, the researcher defines CRM as a
comprehensive business and marketing strategy that integrates people, process, technology and all business
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activities for attracting and retaining customers to reduce costs and increase profitability that end with
customer decision to be loyal to the services.

CRM helps business use technology and human recourses to gain insight into the behavior of customer and
the value of those customers. The process can effectively provide better customer service, make call centers
more efficient, cross sell products more efficiently, help sales people to be close and deal faster with
customers complaints, simplify marketing and processes, discover new customers and increase customer
revenues (Ellatif, 2008). CRM develops from the traditional CRM approach, and then it was supported by the
existing of technology tools, such as Internet, website, and wireless into the e-commerce applications of the
overall organization. Some advantages of technology support on CRM exist when the organization considers
using a CRM technology to improve service interaction marketing, such as quick service/response time, two-
way interactive service relationships, and the ability to supply service for customers from many locations at
any time (Pan & Lee, 2003). Because CRM is built to improve long-term relationships between customers and
service providers, companies implementing CRM programs can effectively manage customer interactions
using these technologies and channels without human contact at all, or minimum levels of human
intermediation on the supplier side (Anon, 2002).

The primary goal of CRM is to increase incomes and profits while reducing costs. To reach this goal, the
customer needs to increase his/her transactional dealings with the company. If transactions are made more
convenient, useful and less expensive for the customer, it is likely that such customer will give the company
repeat business (Maheshwari, 2001). Satisfaction is considered to be an immediate goal of CRM. It is assumed
to determine the medium-term goals (e.g., customer retention and loyalty) and subsequently firm
performance (Khalifa & Shen, 2005). CRM is designed for people at all levels in business and government who
want to develop relationships with customers electronically. Because of that, it is critical to understand the
important role that CRM plays within modern marketing organizations. CRM focuses on maintaining
profitable relationships with customers through all traditional channels of communication. Jukic, Jukic,
Meamber & Nezlek (2002) stress that CRM functions to manage customer interactions at all levels, channels,
and media. CRM has attracted the attention of business managers and academic researchers who are
interested in increasing repeat business and customer loyalty. Furthermore, maximizing customer
satisfaction and reducing complaints are part of the key components of successful CRM performance.

Traditional dimensions of performance measures are usually finance-based. When it comes to CRM, more
measures should be related to customer perspective. Customer satisfaction and loyalty is important measure
under this consideration. It represents customers’ attitudinal and behavioral response toward one or more
service and product category over a period of time (Chang et al, 2005). The commitment between the
customers and service providers leads to a building of a long relationship that results in the ability of the
company to retain its existing customers and increase the value of these customers through transaction
between customers and service providers. The relation between CRM performance and customer satisfaction
and loyalty has become a critical issue. Feinberg and Kadam (2002) in their study tried to discover
relationships between CRM and customer satisfaction/loyalty by determining the presence of CRM features
on retail websites and to determine if the number of the features are related to customer satisfaction and
whether any of the various CRM features are related to customer satisfaction and loyalty. They found that
retailers differ in the presence of the CRM features in which more features of CRM make them more satisfied.
Furthermore, the researchers found a positive relationship between the number of CRM features on a website
and customer satisfaction. However, not all CRM attributes are related to satisfaction.

It is clear that the relation between the customer and the service providers is become an important issue
recently. Customer relationship is the main factor for business success. Therefore, it is only natural that
companies and service providers give a greater focus to CRM performance. The focus is more on customers
instead of products or services i.e. by focusing customer's needs and wants to achieve customer's satisfaction
and loyalty. CRM is all about increasing profitability and this enables businesses to keep customers under
control, making them feel they are actually a part of the business progress (Shoniregun, Omoegun, Brown-
West & Logvynovskiy, 2004). As a result it will enhance the level of customer satisfaction and loyalty. It is
preferable for CRM to be regarded as business strategy which aims at developing long-term mutual profit,
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creating personalization relationships based on IT infrastructure to enable it to function optimally (Peelen,
2005). In this context, implementing CRM can provide many benefits for customers and service providers and
help to get mutual benefits from both parties. Wang et al. (2004) indicate that several benefits that might be
derived from CRM, namely, increased loyalty towards the brand, increased satisfaction, increased retention,
and positive word of mouth.

3. Discussion

Measuring performance of CRM is very important for organizations but little research is done to measure this
concept. Researchers believe that CRM performance should be measured in terms of customer behaviors
since customers are the underlying source of value of for a company and have the potential to increase the
future revenue streams (Wang et al, 2004). Sheth et al. (1991) suggested five dimensions of value from the
customer's perspective i.e. social, emotional, functional, epistemic, and conditional as providing the best
foundation for extending the value construct. Because the primary purpose of CRM is to increase revenue and
customer lifetime value, customer behaviors that might bring revenue become strategically important
(Bolton, Lemo, & Verhoef, 2004). Traditional dimensions of performance measures are usually finance-based.
When it comes to customer relationship management, the measures should be related to customer
perspective (Chang et al, 2005). Furthermore, customer loyalty is an important measure under this
consideration. It represents customers’ preferential, attitudinal, and behavioral response toward one or more
brands in a product category over a period of time (Chang et al., 2005). The commitment and loyalty of the
customers and the companies lead to a long-lasting relationship (Stone et al., 1996).

In addition to customer loyalty, customer repurchase is another CRM performance dimension. Other
dimensions include retention intention, word of mouth, and brand loyalty. On-line retailers, companies and
providers have to recognize that when the customer makes first-time purchasers at their sites, such
transaction will not necessarily mean that they will become repeat purchasers or satisfied customers because
they sometimes never come back, as indicated by a study conducted by the Boston Consulting Group (2000)
that found that 65% of on-line customers would never make a second purchase. This fact should alarm firms
and service providers about an actual service gap. Therefore proper data regarding customers such as date of
purchases and amount of purchases should be recorded properly to monitor CRM performance. In this case,
CRM technology should be more advanced and sophisticated to meet the requirement for developing and
knowledgeable customers. In a previous study of CRM performance to explore the aspects that are related to
CRM technology impact performance across customer lifecycle phases, Greve and Albers (2006) argue that
the usage of CRM technology consistently has a strong impact on CRM performance. They propose that the
more comprehensive CRM technology and the higher CRM technology usage, the better CRM performance
across the phases of the customer lifecycle. This shows that CRM technology has an important impact on the
performance of the customer relationship.

CRM performance can also affect other type of performance. Reinartz, Krafft, and Hoyer (2004) discovered a
positive relationship between a set of CRM activities and economic performance. Furthermore, Hendricks,
Singhal, and Stratman (2007) observed that financial benefits of these implementations yields mixed results.
In the case of Enterprise Resources Planning (ERP) systems, they observe some evidence of improvements in
profitability. In the implementation of CRM systems, Chatterjee, Pacini & Sambamurthy (2002) found that by
providing 112 infrastructural IT investments in technologies the abnormal stock market returns arising
anywhere from 0.5% to 0.84%, indicating that the market reacts positively to IT investment announcements.
Hitt et al. (2002) analyze a sample of CRM implementations using accounting and stock market based
performance measures. They find evidence of improved financial performance during implementation, but
are unable to estimate the long-run impact of systems due to a lack of post-implementation data at the time
they conducted their study. Greve and Albers (2006) propose three phases of CRM performance: initiation,
maintenance, and retention. They found a positive relationship between CRM technology, CRM technology
usage and CRM performance. They conclude that CRM technology has a positive influence on all phases in
CRM performance. Chang et al. (2005) investigated CRM performance influence in service sectors in Taiwan
from the viewpoints of customers. Their finding shows that customer satisfaction was the main reasons for
service companies to retain in their services package. A study by Reinartz et al. (2004) provides further
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support for the claim that the CRM approach can improve company performance. Despite the insights
provided by previous studies on CRM performance, the most recent CRM performance studies only
investigated marketing performance of company from customer behaviors perspective since it is more
practical (Chang et al, 2005; Wang et al., 2004). Because customers are the very focus in CRM, its
performance will therefore be customer based. Customer retention, repurchase, cross buying, word of mouth,
customer satisfaction, and brand loyalty are main indicators of CRM performance (Wang et al., 2004).

4. Implications and Conclusion

The evolutions that bring CRM as a business strategy is deniable. The researchers and academician has
contributes more towards the establishment of marketing strategies in order to support market players
capturing a dynamic market environment. This paper highlights step by step changing in marketing
strategies from the original production base than move to transaction and lastly relationship orientation. The
changes in the marketer focus are in line to the customer demand trend, the increasing numbers of market
players, technology support and open market mechanism that build the marketing environment. Even CRM
strategies facilitate technology as the core success, the principle of marketing to ensure customer satisfaction;
brand loyalty and repeat purchase intention still become a main focus. Therefore, CRM performance is come
from the evolution of marketing which represent marketer strategies to fulfill market growth instead of
customer needs and profitability. In short, CRM performance ensures mutual benefit between customer and
marketer; customers can capture product and service benefit and marketers can grab the profit.
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