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Abstract

In recent years several large organizations in Israel implemented CRM systems in order to in-
crease efficiency. The difficulties managers and decision makers in all fields of business have to
face are great as there is no one 'fixed formula' to guarantee the success of such a maneuver.
However, there is a set of guidelines that can assure the road to success of such a change when
one wishes to implement an ERP system.

Holland and Light's (1999) CSF model that was designed to ensure successful ERP implementa-
tion is at the heart of the present paper. They present tactical and strategic processes to ease such
a process. This paper shall focus on two of the following issues: First the paper will examine
whether it is possible to extend the Holland and Light model and make it suitable to CRM im-
plementation, and second, it will review the modifications that the model must undergo in order
to achieve this objective.

Twenty companies of various industrial fields that implemented CRM were reviewed. The paper
presents the case study of three of these companies. The analysis of the interviews and survey that
is currently being processed in Israel will be presented at the conference.

Keywords: ERP, CRM Implementation, CSF, Management, Customer, Relationship.

Introduction

The use of CRM (Customer Relationship Management) systems in diverse industries is now
common around the globe. However, the fact that many companies have undergone this process
does not mean that it's easy to implement such a system, let alone decide to go through such a
process. In fact, because of the substantial investment needed, many expect a return on this in-
vestment. In reality most of the time that expectation is not fulfilled. Usually 50%-70% of the
times the project fails (Morrel & Philonenko, 2001).

The reason a CRM project fails lies in the way companies regard CRM systems. Light (2001)
claims that because companies view CRM as a technological project that is bounded by time and
budget instead of regarding CRM as a long term commitment to efficiency and improvement, the
project will definitely fail. Ryals, Knox, and Maklan, (2001) agree with Light's view and contend
that CRM should by regarded as a holistic view including a strategy that permits organizational
changes and organizational processes. The technological should not be overlooked in the process
but one has to remember that is only
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fied by the two. It is argued in this paper that ERP and CRM implementation processes are simi-
lar. Therefore we aim to check two main issues: (a) Can Holland and Light's (1999) model for
critical success factors be applied to CRM, and (b) What modifications in their model that re-
viewed ERP systems should be adapted to CRM implementation.

The case study of three companies reviewed for this paper is presented here. The review leads to
the conclusion that Holland and Light's (1999) model can be extended to the implementation of
CRM systems.

The next section presents key definitions concerning CRM and CSF. Following that is a review of
the research methodology used; a review of the three case studies is next. Finally, we present an
analysis that leads to the conclusion of the current paper.

Customer Relationship Management Framework

Despite the fact that CRM as a concept has emerged only recently in both the IT and marketing
fields, the literature offers multiple definitions of CRM. Four definitions were chosen to demon-
strate the correlation between Information Systems and Marketing, both of which comprise the
two major components of CRM:

e "CRM is at the core of any customer-focused business strategy and includes the
people, processes, and technology questions associated with marketing, sales,
and service". (See http://www.realmarket.com/crmdefine.html)

e “CRM is defined as a management approach that enables organizations to iden-
tify, attract and increase retention of profitable customers by managing relation-
ships with them" (Ryals et al., 2001).

e “ practicing elements of an approach to marketing that uses continuously refined
information about current and potential customers to anticipate and respond to
their needs” (Peppard, 2000).

e “CRM is not a technology or even a group of technologies. It is a continually
evolving process that requires a shift in attitude away from the traditional busi-
ness model of focusing internally. CRM is an approach a company takes toward
its customers supported by thoughtful investment in people, technology and
business processes" (Morrel & Philonenko, 2001).

With regards to the Marketing component of CRM, Kutner and Cripps (1997) emphasize that
CRM is all about the customer: Customers must be viewed as the company’s most important. In
addition, they claim that contrary to previous attitudes, customers are very different in their need,
preferences and buying habits and are not equally desirable as each one generates different prof-
its. Therefore, companies should draw customer profiles and follow their customers' drivers and
profitability. In turn companies can maximize profits by offering customers goods according to
their profile.

On the other hand, with regards to the Information Systems component, CRM has to be techno-
logically characterized as follows:

e [t should include a customer database including contracts, transactions and chan-
nel data.

e Tools for analysis should be available in order to examine the database and iden-
tify customer behavior patterns.
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e  Management must provide tools that would enable the Marketing department to
define communication channels, which in turn should be automatic and easy to
use.

The interface with the operational environment would maintain the marketing database and com-
munication channels to deliver the messages (Curley, 1999).

The origin of CRM is also linked to these two components. In the Information System arena
CRM has evolved following developments in ERP in the last two decades. With ERP, organiza-
tions maximized operational efficiency (Light, 2001). It was believed that using these systems
would increase efficiency and effectiveness; hence it would lead to customer satisfaction (Light,
2001). The later development of CRM proceeded from that point exactly: shifting focus on the
customer and his environment instead of focusing on the product and manufacturing.

In the Marketing scene, CRM is not considered to be a new concept at all. Researchers claim that
in actuality, organizations have been managing customer relationships for a while (Fletcher,
1999). The new element in this relationship is the use of software to facilitate this relationship.

The CRM approach dictates that the 4Ps (Product, Price, Place, Promotion) should be carefully
considered by the organization. However, the functional needs should be integrated to meet cus-
tomer satisfaction. The previous marketing approach focusing on customer acquisition is now
replaced with the approach calling for customer retention (Christopher, Payne, & Ballantyne,
1998).

Despite the fact that CRM may have been here for some time, well disguised under different
names, the role of the Information System in establishing CRM as a concept is fundamental.
CRM enables organizations to reach maximum profit by obtaining accurate information on tar-
geted markets or market segments, using databases, data warehouse, data mining, one-to-one
marketing, automated call centers and sales force automation. These features are made possible
thanks to the advent of computerized systems that help organizations sort through the huge pieces
of information they collect. It is assumed that the more organizations learn about the customer,
the more they can offer the right goods and services to the suitable market, hence, increase sales
and profit (Newell, 2000; Ryals et al., 2001).

CRM Characteristics and Solutions

Dean (2001) identifies three layers that characterize the complexity of CRM. The first layer is the
operative one. Its objective is to manage all points of contact with the customer (service, sales and
marketing). The collaborative CRM is the second layer. It offers customers a spectacular view of
the organization and enables the customer to complete some tasks, to communicate with the or-
ganization, and to receive updated information through the different operational channels the or-
ganization offers. The third layer is the analytical CRM that contains technologies that analyze
data received from interaction with the customer. The analysis is translated into future actions
beneficial both to the customer and to the organization (Chang, 2001).

Implementing ERP and CRM

As previously noted, CRM is derived from ERM (Enterprise Resource Management, or Enter-
prise Resource Planning ERP, as it is most commonly known). ERP systems manage the organi-
zation's needs, while making it possible for managers to handle all of the organizational activities
and tasks. ERP originated in logistics and manufacturing systems. The central elements of those
systems allow management some in-company activities while at the same time the interface with
the external world remains untouched.
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ERP is defined as follows:

e "ERP software automates core corporate activities, such as manufacturing, human re-
source, finance and supply chain management, by incorporating best practices to facili-
tate rapid decision-making, cost reductions, and greater managerial control” (p.31), (Hol-
land & Light, 1999).

e "From a business perspective the software and the business processes need to be aligned
which involves a mixture of business process design and software configuration. The
focus of ERP projects is therefore much more on BRP activities than more traditional
systems development projects that still typically retain a high technical component”,
(p.1), (Gibson, Holland & Light, 1999).

e "ERP has grown as an integration tool where the aim is to integrate all enterprise applica-
tions to a central data repository with easy and discrete access to all relevant parties"
(p-275), (Black 1999, in Mandal & Gunasekaran, 2003).

e "ERP provides two major benefits that do not exist in non-integrated departmental sys-
tems: (1) a unified enterprise view of the business that encompasses all functions and de-
partments, and (2) an enterprise database where all business transactions are entered, re-
corded, processed, monitored, and reported”, (p.241), (Umble, Haft & Umble, 2003).

The definitions of ERP emphasize the similarities and the differences between CRM and ERP
systems. The most evident similarity is that the implementation process of both systems is exe-
cuted from a strategic point of view, and is not a mere software implementation. The major dif-
ference lies in the fact that each system focuses on a different element. ERP focuses on internal
processes and resource management (e.g. employees and finance, manufacturing certain products,
etc.). On the other hand, the CRM approach focuses on the customer and to that end consists of
marketing, selling, customer service and call center models.

Keen (2000) suggests that in order to ensure the success of a CRM system, one should review
what happened in ERP ventures. More specifically he notes that “what went wrong or right with
ERP will almost surely happen with CRM. Whatever was unanticipated or underestimated then
will likely be the same today.... those who ignore history are condemned to repeat it.”

CSF - Critical Success Factor Model

The Critical Success Factors (CSF) are defined as “those characteristics, conditions or variables
that, when properly sustained, maintained, or managed, can have a significant impact on the suc-
cess of a firm competing in a particular industry” (Leidecker & Bruno, 1987). Because the CSF
model has emerged from the management community, it is business oriented. The CSF model is
used to identify and prioritize business needs and technical systems (Flynn & Arce, 1997).

As such, Somers and Nelson (2001) claim that CSF should be viewed as “situated exemplars that
help extend the boundaries of process improvement, and whose effect is much richer if viewed
within the context of their importance in each stage of the implementation process”.

Holland and Light's model (1999) is based on that of Slevin and Pinto (1987). Slevin and Pinto
offered 10 success factors broken into tactical and strategic factors, for project implementation.
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Slevin and Pinto (1987)
claim that both strategic and Table 1: Critical Success Factors
tactical factors are ess;ntlal Defined by Holland and Light
for successful project im-
plementation only when Strategic Tactical
these factors are viewed vis-
a-vis the project’s life cycle
(i.e. Conceptualization, Business vision Personnel
Planning, Execution and
Termination). For example,
strategic issues are crucial Top management support | Client acceptance
in the first stages but tacti-

Legacy systems Client consultation

ERP strategy BPC and software configuration

. oo Project schedule and Monitoring and feedback
cal issues gain importance lans
toward the end. p Communication
Holland and Light’s CSF Troubleshooting
model (1,999) as shgwq m Source: Holland and Light (1999).
Table 1 is 2,1 custom.lzatlon A Critical success Factors Model for ERP Implementation,
of the Slevin and Pinto p31

model (1987). Their cus-
tomized model is broken into strategic and tactical factors as well, but these were modified so that
each factor will be “specific to ERP projects” (Holland & Light, 1999).

Research Methodology

The objective of this paper as outlined in the introduction is to examine whether Holland and
Light's CSF model can be applied and extended (with some changes) to the implementation of
CRM systems. The Case Study method is best suited to this examination, because, as CRM is
basically a new phenomenon very little research has been carried out so far. Hence, it is very dif-
ficult, almost impossible, to measure it in quantitative terms. (Benshabat, Goldstein & Mead,
1987, in Trauth, 2001).

The literature assigns five central characteristics to the Case Study method, of which the most
crucial to this paper's objectives is thorough research. Thorough research provides an insightful
observation into the phenomenon and all of its fine points (Denscombe, 1999). It allows one to
conduct true "drilling" that best suits the required study and understandings of processes and new
phenomena (Labovits & Hagedron, 1981).

The companies reviewed for this paper are different in terms of their size, industry and the em-
phasis each company centers on in the CRM implementation and/or use. The diversity of these
organizations is not accidental. The rationale behind this selection (see Table 2) is the need to
view Holland and Light's principles in as wide a context as possible.

The questions asked in the semi-structured interviews are based on pre-research in which forty
information system analysts, members of the information system analysts committee, were asked
questions regarding CSFs in CRM systems.

Additional information on the companies, such as annual reports or company review, was ob-
tained from various web sites.

Table 2 is a list of the companies reviewed for this research:
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Table 2: List of firms reviewed sectioned by industry and implementation role

Company Industry Implementation Role

Bezeq Ltd. Communication Using CRM

Lines Communication Using CRM

Banco Ltd. Banking Using CRM

Fibers Co. Textile Using CRM

Microsoft System Software Using and selling CRM solution

Widelink Consultation CRM consulting firm

Alternative Consultation CRM consulting firm
Selling and implementing CRM so-
lutions

Seker Consult Consultation CRM consulting firm

Bezeq Online Communication Using CRM

Oracle System Software Selling and implementing CRM

Netvision Internet Selling and implementing CRM
Using CRM

Banco Na. Banking Using CRM

Tau Consultation CRM consulting firm

Dubek Manufacturing - Industrial Using CRM

Opisoft System Software Selling and implementing CRM

Yael Software System Software Selling and implementing CRM

Sinergy System Software Selling and implementing CRM

New Applications System Software Selling and implementing CRM

Deloitte Brightman Consultation CRM consulting firm

Almagor

Tami Consultation CRM consulting firm

Out of the list in Table 2, key people from these 20 companies were interviewed during a period
of 18 months. Some of names (company names) were altered to protect the firms, yet case details

are accurate.

Full review of three out of the twenty companies listed in table 2 is presented. The review con-
tains enough theoretical content to support the arguments this paper wishes to sustain. The case
studies of Fibers Co., Bezeq Ltd., and Banco Ltd. are presented:
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Case Data

Fibers Co.

Fibers Co. is a prestigious international firm that manufactures nylon yarns for the garment and
textile industry. It's yarn solutions allow fabric manufacturers to create comfortable hosiery, lin-
gerie and active wear. The firm is committed to manufacturing high quality goods. It operates in
Israel, the United States, and in several European countries, such as Italy, the United Kingdom
and France. It should be noted that more than 90% percent of its goods are exported, which defi-
nitely indicates it’s dependence upon other business factors from abroad. It’s annual sales amount
to more than a hundred million dollars per year.

A SAP operational ERP system was implemented in 1998. The SAP system constitutes the foun-
dation of the firm's information system. The system supports the manufacturing process, and the
sales and marketing of Fibers Co. goods in Israel and abroad. The computerized system operates
in an open system environment.

The firm’s business activity is based on a small number of multi-year business transactions. The
scope of those transactions is wide.

The managers asserted that a CRM system should be implemented because of the firm’s B2B
business nature. They believed that based on the nature of the transactions the company handles,
the value of each customer and each supplier is tremendous. Lack of a CRM system would harm
the company’s chances to retain ongoing projects and to develop new ones in the future. Only a
CRM system would allow the company to view its clients as true assets.

In addition, it should be emphasized that the sold goods are not uniform over-the-counter goods,
but rather goods that are tailored to each client’s needs, and therefore, the needs of each client,
many of them manufacturers themselves, should be regarded as a project. Each client has differ-
ent needs and demands customization of Fibers Co. goods. Each project affects the profitability.
(The needs are characterized by the R & D teams of both the clients and Fibers Co.)

As for the reasons leading to successful implementation of CRM, managers at Fibers Co. empha-
sized that the project succeeded due to the organization’s ability to implement the CRM philoso-

phy among its employees. Only this kind of implementation guaranteed maximal use of the CRM
capabilities. As for the link to existing operational systems, the choice of mySAP CRM was natu-
ral, based on the assessment that such linkage was crucial to the success of the CRM project.

The project was executed in several stages, following the project plan step by step. It used the end
users’ mother tongue during the input data stage (in complete opposition to the supposition that
the used language has to be the same throughout the implementation process). These two imple-
mentation features were chosen to assure a system that is easy to use and has high client accep-
tance. The gradual implementation was limited to one department at a time. This way the com-
pany could perform a structured process of monitoring and feedback, allowing the organization to
avoid technological complications and control schedule and budget.

Throughout the project, managers emphasized their commitment to the CRM implementation
process. Without an active commitment, there is a slim chance such a project would succeed.

Banco Ltd.

Banco is a bank that heads a group of banks rated fifth place in Israel. The quick growth enjoyed
by the bank in recent years has immensely increased the bank’s profit, income and activity.
Among the bank’s activities are financial services such as credit and loans, trust funds, foreign
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currency, international commerce, mortgage, savings and leasing. The bank’s activities are car-
ried out in its Israeli branches, in London, and in Zurich.

The bank’s clients are large business corporations and private investors. It is a leader in three
fields: capital market and foreign currency, private banking and business banking. The bank of-
fers a wide range of unique direct banking services (e-banking) that allows it to reach a large
number of customers using new innovative initiatives that suit their financial needs. This cus-
tomization of solutions to meet customer needs led to the need to review a CRM system.

In light of the competition in the market with other banks, Banco has upgraded its traditional field
of private banking activity in the past year. The bank set a goal to increase its market share of
business customers defined as Middle Market. To that end, some thirty branches specializing in
private banking were drafted. These specialized branches emphasized the bank’s vision that the
customer is at the heart of its activities. Simultaneously, the bank penetrated the retail sector by
defining specialized branches and developing new goods and machines to better serve this sector.

At the same time, the bank outlined a CRM draft that would serve all branches in providing in-
formation to the customer and performing banking activities via the phone and the Internet. This
step was declared a success on both the technological managerial levels as service improved.
Since the project was viewed as key bank strategy, the bank appointed top bank officials for the
implementation stage of the project and the management of CRM afterwards.

The project was complex. First, IP Call Center technology was used for the first time in Israel.
Second, the implementation of the project demanded cooperation between several large corpora-
tions, each specializing in its field (such as CRM software solutions, active communication hard-
ware, infrastructure, etc.) to connect to the bank's already existing information systems.

Those involved in the project noted that it was headed for success because of the integrator's pro-
fessionalism, the bank's demand to stick to the project schedule, the bank's commitment to the
CRM project, and, mainly, because the bank regarded the project as a strategic rather than a tech-
nological project.

Banco’s CRM project was declared as the best CRM project in a competition held in 2003. The
competition took place under the auspices of the leading magazine Information Week and the
People and Computers Group. Today the Call Center handles 40,000 calls a month.

Bezeq Ltd.

Bezeq is the communication monopoly in Israel previously operated by the Israeli Postal Ministry
that, since the early seventies controlled the telephony business. Bezeq is still the only supplier
permitted to install phone lines and is involved in other related fields, such as the cellular market
and international calls. It operates as one of the leading ISPs (Internet Service Provider) in Israel
in terms of content and internet and is involved with cable TV.

Changes in the communication arena i.e. growing competition among the cellular companies,
high pressure by customers to lower prices, and the increasing use of Voice Over IP products, led
Bezeq to review a new marketing and organizational approach. The company aimed at changing
its reputation from an operational oriented company to a customer oriented company dedicated to
high quality service.

The adaptation of CRM resulted in major changes: on the macro level, a separation of the busi-
ness and private call centers and adaptation to ISO 2002 standards; on the micro level, the rate
structure was simplified and the monthly phone bill was given a new, innovative look.
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Other measures taken by Bezeq include segregation of service based on private and business cus-
tomers, improvement of service, introduction of new services and products and, mainly, an at-
tempt to change the company's notorious reputation in the Israeli market.

Prior to implementation of CRM, Bezeq worked with several widely dispersed information sys-
tems, which did not permit an overall view of the customer. Few management and supervision
tools existed. Moreover, Bezeq used passive operational channels with its customers: the cus-
tomer was taken care of only when he turned to Bezeq.

After implementing CRM Bezeq became a company that works with a single information system,
and greatly improved its reputation among customers. Instead of a company that works with sev-
eral information systems whereby the information on the customer is widely dispersed. This kind
of situation did not permit an overall look on the customer especially when no management and
supervision tools existed and, on top of it all, Bezeq used passive operational channels with its
customer: the customer was taken care of only when he turned to Bezeq. However, that status
changed completely. .Bezeq is now using active operational channels; it collects relevant cus-
tomer data, learns about customer communication usage and occasionally offers customers new
goods and services.

The understanding that CRM is not merely a computerized system, but a management philosophy
that has to be implemented in all levels of the organization, is the main reason for the success of
the CRM project. Another factor that contributed to this success, as mentioned by some of the
interviewees, is the full commitment of management to the process. This commitment was emi-
nent not only in the service policy the company rephrased and disseminated among it employees
and customer, but mainly in resource allocation of personnel and financing.

On the technological level, the interviewed managers mentioned the unification and link between
the systems and the establishment of information systems such as a new Billing system for the
business sector, a sophisticated routing to the 199 centers (CTI system) and the foundation of a
reliable Data Warehouse. These factors also influenced the success of the CRM.

The company operates ERP systems that handle company resources such as the billing system
that produces invoices based on 30 million data units per day, totaling billions of data units per
month. More than a million and a half bills are sent out to customers every month.

The Call Center operates 24 hours a day and handles 98% of all calls received on any given day.
The web-based service is still problematic because of security and privacy issues. Even so, this
operational channel is under constant development and improvement.

Case Discussion and Conclusions

The research scanned companies of diverse industries that had undergone the CRM process in
order to view the CSFs Holland and Light defined as relevant to the process and in order to check
what necessary changes must take place in order to adopt the CSF to the implementation process.

The case studies reviewed here show that the criteria viewed by project participants as critical for
successful CRM implementation are very similar.

The initial research results indicated that the technological factor was marginal in terms of its
contribution to the success of the CRM project. Other factors found to be much more crucial are:

e  Full understanding of the company’s organizational and marketing philosophy
whereby the customer is as the heart of the organizational goals
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e Adequate characterization of the implementation objectives at the planning stage
of the CRM project.

e Top management involvement throughout the various stages of the project.

e Acknowledgment that the CRM implementation process has a long-term affect
on the organization.

e Understanding that the CRM system has to be linked to other information sys-
tems.

e A professional team that understands the technology involved and is familiar
with the organizational process.

Following these modifications, Holland and Light’s (1999) CSF model should be revised as fol-
lows:

Table 3: Revised essential strategic and tactical CSFs for CRM implementation

CRM philosophy Client consultation
Project mission Connectivity

Top management commitment Skillful personnel
Project schedule and plans Technical tasks

Client acceptance
Monitoring and feedback
Communication
Troubleshooting

BPS and software configuration

The reviewed cases in this paper and other cases as well, lead to the conclusion that there is a
tight link between the guidelines used in implementing ERP systems and the guidelines used in
implementing CRM systems. However, Holland and Light’s (1999) CSF model must change in
order to suit implementation of CRM systems.

Among the strategic CSFs, the CRM philosophy should be noted, whereas changes such as con-
nectivity and technical tasks can be listed among the tactical CSF changes.

The research method of Case Study analysis is limited in the sense that it is somewhat difficult to
generalize from the observed cases to the issue at hand. Moreover, it is hard to build a theory
based on the instances reviewed. (Denscombe, 1999; Labovits, & Hagedron, 1981) Therefore,
more cases must be reviewed.

Still, a qualitative research of a wider magnitude would allow confirming the link between the
ERP and CRM implementation processes.
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