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Part 1 : Literature Review

Research Topic:	
“Customer Relationship Management” would be an effective mediator to drive Customer-driven Strategies to lead Customers’ Behaviour : a case of reputable property / facility management firm.
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The Abstract

Strategically speaking, the tool of Customer Relationship Management (CRM) would be adopted by most of the leading firms in the service industries.  CRM helps outlining a comprehensive picture of the performance of a particular firm in terms of better understands the customer needs, customer expectations and customers’ behaviour that certainly enhance the competitive advantage of such firm in the severe competitive market.

Due to the academic researches on the correlated relationship between the Customer-driven Strategies, which have direct positive impacts on Customers’ Behaviour are rare, and this paper attempts to explore the virtue of CRM as a mediator to drive a firm’s Customer-driven strategies to achieve the leading role of manipulating Customers’ Behavior in the market.  This is termed as the “Outside-in Approach” by adopting a proactive style of service provisions so as to gain competitive advantage in retaining and attracting a large portion of market shares of customers in the industry. 

In addition to the basic function of the CRM, some other constructs will also be explored including service quality, service innovations and advance digital technologies in handling customer data, shall become the prerequisites for CRM to strive for the success of an organization.  In fact, in directing the behaviors of existing and/or potential new customers, analysis on a series of variables on customer service including customer needs and expectations, customer satisfaction and loyalty together with customer’s intention to buy are also reviewed as a proof to lead customer behavior under the affirmative relationship by adopting CRM as a mediator for customer-driven strategies to come up with an expected customers’ behaviour.

Finally, the 3-H approach (Yu, 2018) by interpreting the Head, Heart and Hand of an organization will be used to explain the Customer-driven Strategies (Head), the CRM (Heart) and Customers’ Behaviour (Hand) in order that a clear VMV and corporate policies can be delivered to all staff of the organization ranging from the executives to the frontline staff to achieve the same objectives.

A case study will also be conducted in the Facility Management (FM) industry.  In fact, CRM in the field of FM function shall be referred to a customer-intensive business function instead of merely facilities service cost centre.  The management part will be referred to a proactive manner rather than performing a passive role by the FM in influencing the customer’s perception of service success. Identifying and closing the gap between customer expectation and service delivery that affect customer behavior become the basis for CRM in the FM business.

The key words for this research include Customer Relationship Management (CRM), Service Quality (SERVQUAL), Facility Management (FM), innovations, customer service, competitive advantage, and so on.


1. Introduction

The service sector has been dominating the Hong Kong economy for a few decades since the early 1980’s. In the absence of a significant agriculture and a large and growing industrial base, it has become the largest economic sector in terms of income-generation, employment, and contribution to GDP.  According to the figures released by the Census Department of the HKSAR Government in April 2016, service sector account for 92.7% of HK Gross Domestic Product (GDP) in year 2014.   The major components of the services industry in HK consists of financial, trade, tourism, retail, real estate, and transportation.  Success of these businesses in HK relies very much on the effectiveness on customer service strategies to response, meet and exceed customers changing behaviors and make profits therefrom.

Customer Relationship Management (CRM) places a very important role in making these customer-driven strategies of an organization successful in terms of delivering the sought after services/products that meet customer needs and expectations and finally, enhances their satisfactions and loyalties for future intention to buy the same services/products from the service provider.  Efficient CRM shall be equipped with high standard of service quality, continuous R&D on service innovation and applications of technological advancement in handling customers’ data.  These prerequisites are set to achieve the customer-driven strategies so as to lead customers’ buying behaviour.  However, most of the industries are doing traditional practices and difficult to gain competitive advantages.  In order to differentiate a company competitive advantage the “Outside-in Approach” shall be adopted.  This approach has been adopted in the Property/Facility Management (P/FM) profession which will be discussed in details under a case study in the later part of this research paper.  

According to Mike Hoots (2004), associate professor and programme coordinator for facilities management at Colorado State University – Pueblo in Pueblo, Colorado, USA, customers in P/FM need products/services faster than they can be delivered.  Therefore P/FM professionals shall adopt an “Outside-in Approach” to identify comprehensive needs of customers and even exceed their expectations.  This is to contain their expectations toward the functionalities of various building facilities within the built environment.  This Outside-in approach is a proactive service concept rather than the traditional inside-out approach under a passive nature.  From a passive inside-out perspective, departments will first analyze their operations and facilities to determine what could be delivered to the customers.  Thereafter, they derive policies, procedures, plans, systems, budgets and require all levels of staff to stick to these pre-determined policies and rules without understanding the details requirements from customers’ perspectives.  As a result, they have lost the sight of the customers’ perspectives.  On the contrary Customer-driven outside-in CRM means that departments first fully understand the customers’ needs then move inward to design the flow of operations that not only meet but also exceed customers’ knowledge and expectations.  In turn, every staff takes ownership and responsibility toward the ultimate customer satisfaction.  

This research paper attempts to testify the high degree of correlation relationship between the customer-driven strategies by adopting CRM as a vehicle to drive/lead customers’ behaviour in the market.  In addition, by exploring the P/FM Outside-in approach to suggest a management concept by using the CRM in P/FM industry to illustrate the importance of “Lead-Customers” under proactive strategies instead of improving the traditional “Customer-led” passive approaches.  
2. Literature Review
   
   Customer Relationship Management (CRM)
It is imperative for any organization to maintain good relationships with its customers in search for business growth and profits in nowadays competitive market.  Therefore, first class customer service is of paramount importance and becoming one of the attributes to gain competitive advantages and hence the success of a business in the service sector.  Customer service has strategic importance (Dean and Terziovski, 2000) and requires companies to continually enhance customer experience and satisfaction, to deliver quality in a competitive marketplace (Schneider and Bowen, 1999).  Customer service refers to the processes and actions that make it easier for customers to do business with a company (Kotler, 2000).  Obtaining the data of existing customers is importance to enhance growth of the business.  These customer data provide opportunities for a business to practice proactive customer responsiveness (Potter-Brotman, 1994).  It means that an organization can use these big data to communicate their understanding of, and ability to meet individual customer needs.  

The main objective of Customer Relationship Management (CRM) is to collect, as much as possible, the customers’ data via information technology and business objectives of an organization so as to retain existing customers and also acquire new customers by extending the lifetime value of its customers (Peppard, 2000).  Those forward-looking organizations have undertaken customer relationship initiatives to build and maintain customer satisfaction and loyalty.  Moreover, CRM requires company-wide commitments.  CRM strategies must be supported not only by all level of staff in an organization but also requires interactions with the customers by means of data integration.  Without customer data integration, gaining the complete perspective of a customer is impossible.  

The primary distinguishing factors of a successful business are the sales channels, the price and the quality of customer service (Ryan 1999).  What is required is building, developing and maintaining relationship with the good customers throughout the customer life-cycle.  There are a wide variety of CRM systems in the market that target various kinds of companies.  According to Kaneshige (2002), Forrester Research believes that the CRM revenues will grow from $4.8 billion to $73.8 billion during the next five years period. (Source: Kaneshige, T. “CRM’s Evolution”. http://www.line56.com/articles/default.asp?articleid=3888).  
   
   According to Mike Hoots (2004), “Where there are gaps, there is dissatisfaction”, the secret to service success, therefore is to close the gaps between customer expectations and service delivery realities.  Firstly, attempt to close the gap in customer expectations.  Secondly, close the gap in resources and finally, close the remaining gap.  Whenever possible, let the customer decide whether it is in his or her interest to lessen expectations or to provide supplemental resourcing.  Guide the customer through the process of closing the expectation – service delivery realities gap.  To maximize the term “whenever possible”, the FM professionals must be creative and imaginative, and focus on outside-in CRM and not the traditional inside-out customer service.

   According to Buttle, 2004, “CRM is the core business strategy that integrates internal processes and functions, and external networks, to create and deliver value to targeted customers at a profit.  It is grounded on high-quality customer data and enable by IT”.  CRM is also a business strategy to identify, cultivate, and maintain long-term profitable customer relationship.  It requires developing a method to select your most profitable customers’ relationship (or those with the most potential) and working to provide those customers with service quality that exceeds their expectations (McDonald, 2002). 

   Service Quality (SERVQUAL)
   The concept of service quality is complex, diffuse and abstract – largely due to the distinctive features of a service: intangibility, heterogeneity and inseparability (of production and consumption) (Carman (1990), Zeithaml (1988), Parasuraman et al (1985).  Service quality is quite a subjective concept and being less objectives by nature and this concept would be linked to the notions of expectation of customers.  Lewis and Booms (1983) defined service quality is a kind of measurement which is used to determine how well the service quality being delivered could match the expectation of customers.  Such concept of expectation is directly correlated with customers’ attitudes and that the quality has also been conceptualized from the perspective of attitude.

The perception of customers with regard to service quality originate from a comparison of what they feel service providers should offer, this can be treated as customers’ expectation, along with their perceptions of the performance of such service provider in providing the services.  Perceived service quality is therefore viewed as the degree and direction of discrepancy between consumers’ perceptions and expectations, i.e. the P-E relationship. 

One of the key factors in explaining purchase intention of customers would be their perception of service quality, but this relationship has not been fully established (Cronin et al, 2000).   In fact, many studies have established a link between perceived service quality and behavioural intentions, but only through value and satisfaction (Anderson and Sullivan, 1993; Gotlieb et al, 1994; Patterson and Spreng, 1997; Roest and Poeters, 1997; Taylor, 1997).  However, others researchers have found a direct link between perceived service quality and behavioural intentions (Boulding et al, 1993; Parasuraman et al, 1988, 1991; Taylor and Baker, 1994; Zeithaml et al, 1996).

SERVQUAL is considered as a major determinant in customer retention and building value relationship (Venetis and Ghauri, 2004).  Service quality is “the delivery of excellent or superior service relative to customer expectations” (Zeithaml and Bitner, 1996).  Service quality results in repeated sales and increased market shares, which leads to customer loyalty (Buzzell and Gale, 1987).  Customer loyalty is customer’s repeated purchase intention to some specific products / services in the future (Jones, et. al., 1995). It is making customers feel committed: When the benefits are meaningful to them, they will stay on (Grossman, 1998).  Customer loyalty is the result of an organization’s creating a benefit for customers so that they will maintain and increasingly repeat business with the organization (Anderson and Jacobsen, 2001).  Providing a high service quality enhances customers’ favourable behavioral intentions while simultaneously reduces their intentions (Zeithaml et al., 1996).

SERVQUAL is a 22-item generic service industry instrument which assesses service quality on five dimensions including reliability, assurance, tangibles, empathy and responsiveness.  The scale was developed over years of studies undertaken over banking, credit card, telephone and repair & maintenance industries (Parasuraman et al., 1985; 1988; 1991; 1993; 1994).  Parasuraman et al suggested that SERVQUAL is appropriate and can be applied to various service industries.  This has been, in fact, used for many different service industries including hotels, dentistry, travel, higher education, accountancy, architecture, hospitals and construction services.  Although the research on SERVQUAL in the service industries has been relatively large and for a certain period of decade, there are only a limited number of studies have examined the service quality in the property / real estate industry.

While the SERVQUAL instrument was designed to apply across many service industries, Bakakus and Boller (1992) and Vandamme and Leunis (1993) suggested that the instrument might not be easily and generally applied to certain service industry.  Carman (1990) concurs and believes that new items and factors can be uniquely designed and added that are specific to a particular service industry being measured.  Thus it is acceptable and supported by other researchers to add or omit SERVQUAL items if these instruments are not specifically relevant to a particular service.  Furthermore, Babakus and Boller (1991), Carman (1990), and Parasuraman, Berry, and Zeithaml (1991) state that only positively worded questions should be used in the instrument.  Nelson and Nelson (1995) has investigated and develop a version of SERVQUAL for specific use in real estate brokerage, such new instrument which is called RESERV has been adopting the development process of SERVQUAL as a reference point.  

Comparable to SERVQUAL, RESERV scale contained 31 items in seven dimensions and demonstrated high internal consistency and convergent validity.  The RESERV has items stated as expectations of service in the seven-point Likert-scale format whether agree or disagree (7 = strongly agree; 1 = strongly disagree).  Nelson and Nelson (1995) found that RESERV is appropriate for measuring service quality in the residential real estate industry and that this industry is not quite uniquely different from other service sectors.  They also found that apart from the basic 5 dimensions two additional dimensions named professionalism and availability were added.  These seven dimensions are significant in determining overall service quality of a real estate firm and whether the respondents would recommend the firm to others. The details and specifications of these dimensions particular to the real estate industry are listed as follows:

1. Tangible - referring to some physical facilities & equipment of the service provider in the form of workplace. The appearance of staff and related personnel is also included.
2. Reliability - this refers to the ability of employees of the developer to perform the promised service for the customers dependently and accurately.
3. Responsiveness - the degree of willingness of employees to help customers and providing them with prompt service in discharging their duties.
4. Assurance - the acquired professional/specific knowledge and courtesy of employees together with their abilities to inspire trust and confidence with their customers.
5. Empathy - this includes the caring for and individualized attention to their customers.
6. Professionalism - those employees must demonstrate their professionalism with evidences to their customers so that the best possible professional services are being provided.
7. Availability - this refers to the perceived approachability of the service providers and their employees.  The degree of easily contact and whether or not return call or follow-up communications are actually attempted.

Service quality is the premise of customer satisfaction and is given significant importance owing to its close relationship with cost, financial performance, and customer retention (Saravanan and Rao, 2007).  Furthermore, it is also a potential solution for issues related to consumer behaviour or human resource management (Sanchez-Perez et al., 2007).  Hence, organizations have started focusing on the customer perceptions of service quality and subsequently on developing strategies by which to achieve customer satisfaction.

The Facility Management Strategies
In theory, the role and importance of facilities should vary according to the type of businesses, the core customers and the attributes of business operation (O’Mara, 1999).  Regardless of the type of business, facilities or corporate real estate are nonetheless an organizational resource that is required to make positive contributions to the competitive advantage of the organization (Roulac, 2001; Bon, 1989).  Therefore, facility resource has become a key issue in the field of Property Management and Facility Management (Heywood and Kenley, 2008; O’Mara, 1999; Atkin and Brooks, 2000; Barrett and Baldry, 2003).  Regarding the strategies on Facility/Property Management (P/FM), the competitive sources of the organization, i.e. cost-leadership, differentiation and focus (Porter 1985), is normally specified in the business strategy.  Becoming part of competitive strategy and a source of competitiveness, the facilities need to be connected with business strategy.  In turn, the arrangement of the characteristics and capacities of the facilities needs to be differed in order to respond to each mode of competitive strategy (Edward and Ellison, 2004).  The strategy for facilities function can be categorized as a support strategy, which include a set of key decisions determining actions that best support the core operations and business strategy (Magretta, 2012; Johnson and Scholes, 2008; Kaplan and Norton, 2006).  Its goals focus on enabling the business to run as designed following the business model and enhancing business strategy through the internal services support functions offer.  In turn, the strategy of any support function has to link its strategic decisions to corporate objectives and must reflect the needs of business strategy, operations and competitive advantage.  In this sense, the FM strategies provide a set of key decisions determining how corporate facilities and FM operations best support the core operations and business strategy.  It also provides a clear picture of the FM operations contribute to the organization’s competitive advantage and support the business strategy of a firm.  

However, in trying to accommodate the functional strategies and operational routines of different business functions the FM strategists, who plan for FM’s generic management approach and practice arrangements, may encounter difficulties due to the conflicts from their differing interests.  To resolve this problem, Heywood and Kenley (2008) proposed a framework called “sustainable competitive advantage model for Corporate Real Estate (CRE)” that can be applied to FM practices.  The model integrates two important management approaches the resource-based and the organizational routines-based views of organizational capabilities. In connecting to the sources of the business competitive advantages, it suggests that at the strategy level the strategy concerning corporate real estate in this case facilities should link to the main competitive mode of the organization, such as cost, differentiation, focus and innovation.  Then at the operational level, its practices should be related to functional strategies and operational routines by deriving a set of practices that has optimum effects for every business function and its functional strategy.  In summary, in order to play a key role in competitive advantage of the organization FM needs to be business oriented and make itself strategic fit to business strategy of the main competitive approach.  


End -


Part 2 : Detailed Discussion of one paper






Reference: 

1. Brigit Leisen Pollack.; Linking the hierarchical service quality model to customer satisfaction and loyalty, Journal of Service Marketing, (2009): 23/1, 42-50. 

2. Chotipanich, S.; Issarasak, S. (2017) A study of facility management operation strategy in shopping malls: Insights from 4 top-class shopping malls in Bangkok, Property Management; Bradford Vol. 35, Iss. 3,  (2017): 236-253.

3. Hoots, Mike, Customer relationship management for facility managers, Journal of Facilities Management; Bingley Vol. 3, Iss. 4,  (2005): 346-361.

4. Musalem, Andrés; Joshi, Yogesh V., How Much Should You Invest in Each Customer   Relationship? A Competitive Strategic Approach, Marketing Science Linthicum Vol. 28, Iss. 3,  (May/Jun 2009): 555-565, 611-612.

5. Shah, Jaymeen R; Murtaza, Mirza B., Effective Customer Relationship Management Through Web Services, The Journal of Computer Information Systems; Stillwater
 Vol. 46, Iss. 1, (Fall 2005): 98-109

6. Shu-Mei Tseng; Pin-Hong, Wu., The impact of customer knowledge and customer relationship management on service quality, International Journal of Quality and Service Sciences; Bingley Vol. 6, Iss. 1, (2014): 77-96.

7. Singh, Gajendra; Kumar, Nishant; The Impact and Assessment of customer  satisfaction & loyalty on CRM, Journal of Marketing Vistas; Hyderabad Vol. 5,  Iss. 1,  (Jan-Jun 2015): 12-24.

8. Spencer-Matthews, Sarah; Lawley, Meredith.; Improving customer service: issues in customer contact management, European Journal of Marketing; (2006): 40, 1/2; ProQuest Central pg. 218

9. Sven Tuzovic, Key determinants of real estate service quality among renters and buyers, Journal of Service Marketing; 23/7 (2009). 

10. Vickey L. Seiler, V. L. & Timothy H. Reiswnwitz, T. H.; A Review of Service Quality Research in Real Estate, Journal of Real Estate Literature; (2010): 18/2. 




· End -

1

image1.jpeg
University of Wales
Trinity Saint David

N






