Customer Relationship Management

When discussing the many aspects of developing new business models, one issue that must be addressed is the problem of finding new and innovative ways of interacting and developing relationships with customers.  Customers are the most important part of any business and should be treated as such.  Simply receiving cash from customers during a transaction however simply will not do in this day and age in terms of developing profitable relationships; therefore, companies must be proactive when it comes to having and developing relationships with customers.  All of this boils down to the idea of customer relationship management.  

Developing relationships with customers has always been an important aspect of doing business.  Take, for example, the relationship that develops between car salesperson and his or her customer.  Usually when buying a car the customer has many opportunities to “chat” with the salesperson and develop and informal relationship that goes beyond simply purchasing a vehicle and typically after the purchase is made, a thank you letter is sent by the dealer or salesperson thanking the customer for his or her patronage.  Customer relationship management (CRM) is a topic that covers a wide array of issues (such as marketing) and thus must be defined in order to understand how it relates to creating new business models.  According to “Customer Relationship Management: Concepts and Technologies”, 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-related data and enabled by information technology” (Buttle, 2009).  Keep in mind that the last part of the definition “enabled by information technology” is very important to what will be discussed in the next few paragraphs because it is the basis for the future of how businesses will deal with customers.
The Importance of Web 2.0 to CRM

Relationships with customers can be developed in many forms and fashions, however in terms of new business models, it is important to take hold of new technologies that have been developed throughout the years, especially anything that has to do with user-generated “Web 2.0” technologies.  Sending thank you letters and chatting about current events are methods that all have their merits in developing relationships with customers; however, one should also consider the way in which the Internet has been involved in CRM, particularly in the realm of advertising and marketing through banner ads and e-mail advertising (though, most customers generally do not appreciate such things). It is also important to remember the reasons that customers may want relationships with companies that they deal with; which can include recognition, personalization, power, risk reduction, status and affiliation (Buttle, 2009). Keeping all this in mind, focus should be place on letting the customer have a voice, which is why new media and Web 2.0 is important to this paper.


The topic of Web 2.0 just as with CRM can be very hard to define, however the best definition that we thought described it was found in Tom Funk’s book “Web 2.0 and Beyond:  Understanding the New Online Business Models, Trends, and Technologies”, which states that Web 2.0 is “a term loosely to apply to everything from the explosion of social networking websites like MySpace and YouTube” and “is a social transformation that has put more interactivity and control of content into the hands of regular users, not just big site owners” (Funk, 2009).  The of advent of Web 2.0 is very significant to all businesses because it shows that issues like CRM and marketing are no longer a one way street.  The ability of a customer to communicate with a business adds a new and risky aspect to the relationship that exists between a business and its customers and customer support is no longer regulated to communication over telephone lines to mechanical answering machines.  

There are many aspects to Web 2.0; these include social media, wikis and much more.  Social media is an interesting phenomenon in particular; websites such as Facebook and MySpace allow users to create profiles, become friends with large amounts of people, share content with each other such as music and video, create their own content, and respond to other users content (Funk, 2009).  Often these social networking sites work hand in hand with user generated video websites such as YouTube. Wikis on the other hand allow for individuals to be part of a larger community or knowledgebase users can create and not only edit their own content, but other peoples content as well (Funk, 2009). Wikis are important in the use of data collection and open source projects.  For example, open source software such as Wireshark a protocol analyzer has its own wiki page where users go if they need help or useful tips.  Web 2.0 also uses tools and technologies such as widgets, and web feed software.  Widgets according to columnist James D. Nguyen, are “ mini-applications or gadgets that can be incorporated into your personal Web site, blog, social network page, and even onto your computer desktop”(Nguyen, 2009). Web feeds, “deliver subscribed information from an information provider (such as a marketer) to a feed reader” (Moran, 2008).  An example of a web feed would be RSS.  Another technology that is relevant to Web 2.0 is the podcast which is “free form content in an audio file” that can be “subscribed to via web feed like a blog so that it can be automatically downloaded to a computer or portable music player to be listened to whenever the listener wants” (Risley, 2009).  
True Independence
Web 2.0 has resulted in changes for many industries; however the industry that has changed the most because of Web 2.0 technologies is the music industry.  Artists who work in the music industry have in particular benefited a great deal because of social networking while record companies on the other hand have suffered great financial losses.  The benefits for the artists is that they no longer have to tour stadiums or be a part of huge record labels anymore in order to gain a large group of fans.  For example, many bands from Europe have gained widespread exposure and have reached audiences that they would never have without social networks.  This trend has indeed shifted power to the musicians instead of the record companies, but it has also shifted power to the fans also.  YouTube also has helped musicians create a wider audience by allowing bands to post their music videos online whereas in the nineteen-eighties and nineties, bands would have to broadcast on television channels such as MTV and VH1 in order to let their videos be seen by a wide audience.  Bands that have historically been regarded as “cult” favorites such as Dream Theater have become more popular than ever because of social networking and Web 2.0.  
Considering all the possibilities that come with social networking and Web 2.0, the advantages of using this technology in a business model are that it allows a company to be more visible, it allows a company to have more meaningful interactions with customers than with traditional e-business models, it expands marketing possibilities, and it provides an opportunity for a business to make itself be more transparent to customers and thus be able to show evidence of accountability.
Becoming More Visible


In order to have any kind of meaningful relationships with its customers, a company must become more visible.  Web 2.0 technologies, social networking in particular makes it easier for a business to become more visible because it allows a business to go where the customers are; thus because of the massive amount of users that websites like MySpace and Facebook, which had fifty million users in 2007 (Funk, 2009), it seems obvious that in terms of having visibility, social networking provides a great advantage.  Also consider the fact that the use of “friends” on social networking websites can provide a great deal of visibility for a business.  For example, an employee of a business could have the business as a friend on his/her MySpace or Facebook page.  Friends of that employee would then see the business on the employees list of friends on his/her Facebook page, and would be encouraged to visit the businesses Facebook page, the same effect would then take place with that persons other friends.  It is thus in this fashion that a business is “evangelized” to new and potential customers through social networking.
A New Type of Relationship


As stated throughout this paper, customers are a very important aspect to businesses operations and in order to keep their customers, a company must develop meaningful relationships with them.  Traditional ways of reaching to customers on the internet such as banner ads or SPAM do very little in terms of customer relationship management; instead of encouraging them to buy a product that a business produces, these methods of reaching out to customers do nothing more or less than annoy them and discourages them from buying a product that a business produces.  The advent of social networking and Web 2.0 of course makes it possible to make a business more than just a simple repository that a customer buys basic necessities from, instead it is now possible for a business to become a friend or acquaintance of a customer.  According to Buttle, “peoples social needs can be met through commercially based, or non-commercially based, relationships” and in addition he notes that “many people are customers (members) of professional or community associations” (Buttle, 2009).  
Being part of a social network such as MySpace or Facebook can indeed fulfill such needs, as being part of a social network is akin to being a part of a professional or community association.  For example in an association or club you have members that get together on average, once a month and discuss issues or do certain activities.  Customers who view a business’s MySpace or Facebook page could engage in the same relationship by becoming a “friend” of that business and subscribing to its RSS feed or by posting messages on the businesses MySpace or Facebook page.  Some companies have even developed a fan base for their products through social networking, Coke for example has a Facebook page with up to 30 million fans where they are able to create content that shows their fondness of the drink and even has developed its own widgets (Kenny, Yen, 2009).  
The Importance of Feedback
Another aspect of social networking sites such as MySpace and Facebook is that they have the ability to let customers provide feedback on a company’s products.  According to an article by Kenny and Yen, “by creating environments in which both internal and external customers, experts and employees can interact, companies are realizing the benefits of collaboration. In some cases, this includes feedback into their product-development life cycles” (Kenny, Yen, 2009).  
One area where this could be applied is in software development, in fact there are many software development methodologies which emphasize user feedback; one type is extreme programming or xp which is a methodology that focuses on user satisfaction in that it delivers software when the users want it instead of relying on arbitrary dates. It also emphasizes teamwork between developers and users, and it is a form of agile development in which users are free to change their requirements at any time (extremeprogramming.org, 1999).  While implementing proper software engineering techniques greatly improves the quality of software, using social media to receive feedback from users can greatly reduce time constraints that would be present if other methods such as traditional email are being for feedback instead.  For example when working on software development projects it is very important to for programmers who are working a different methods to work together unfortunately, these programmers usually could only collaborate with each other while they are at work or through e-mail.  By using websites such as MySpace or Facebook programmers can easily communicate with each other through a company sponsored page, even better of course is if both users and co-workers are able to communicate on the same page together in order to create better software. 
The Consequences of Not Listening to Customers 

It is important to offer customers the opportunity to provide feedback on a business’s own terms because if the customers have a bad experience with the business, and it does not provide any mechanisms of its own through which to provide feedback, the customer may lash out at the business through undesirable means.  Remember that although the use of Web 2.0 technologies can be of great use to today’s businesses they can also be a platform for customers to provide bad publicity for the business.  An article written by Ian Brooks provides an example that describes how this situation actually occurred when a member of the band Sons of Maxwell saw that his guitar was being mishandled by baggers on the ground who worked for United Airlines before takeoff.  He pursued United Airlines for compensation, however he found that his attempts were ill met and United Airlines ended up closing his complaint record.  Since United Airlines would no longer receive any of his complaints, he decided to write songs about his experience and post music videos about them on YouTube that disparaged United Airlines’ service.  After millions of views of the videos and the media publicity that followed, United Airlines market capitalization dropped 180 million dollars (Brooks, 2010).  
Another example of Web 2.0 users generating bad publicity for a company would be when Johnson and Johnson used an advertisement that mothers had found offensive for the pain reliever Motrin, after many posts on social networking websites such as twitter, Johnson and Johnson had to apologize to all those it had offended (McKay, 2009). It is therefore important in terms of CRM that customers are provided with a convenient channel through which to provide feedback on the business and if necessary, receive complaints also.  
Social networking sites such as MySpace and Facebook are of course ideal environments for receiving feedback and complaints, for example if a business does not wish to set up a general social networking page for the purpose of developing a meaningful relationship with customers and developing a digital fan base, it can instead set up a page designed exclusively to receive feedback from customers, whether it be positive or negative.  The business would then be able to respond quickly to feedback through its MySpace or Facebook page and be free of any adverse effects that result from not responding to customer complaints in a timely manner.

Marketing & Web 2.0
Marketing is an important aspect when it comes to getting customers to purchase products that a company produces.  Although traditional methods of marketing such as television and traditional online advertising are still somewhat viable, using Web 2.0 technologies such as social networking are starting to become a more viable way to advertise to customers.  Many customers in this day and age still watch television, however websites such as YouTube, and Hulu that have permission to show certain television shows on the Internet have extended television into a digital medium and thus created more opportunities for advertising and marketing than that which would have been seen with just television.  For example before video websites such as Hulu and YouTube, businesses that wanted to market themselves through the Internet would have to rely on banner ads and paid search which is “any service offered by a search engine in return for a fee including paid inclusion, paid placement, and directory services” (Moran, 2008). Nowadays however businesses are able to use video advertisements that one would normally see on television in websites such as Hulu and YouTube.com.  For example, Hulu.com shows new episodes of television series for free; they are able to do this because before the episodes are shown businesses show advertisements in the form of short thirty second commercials, with one or two commercials with about the same amount of time in between.  In addition certain YouTube videos that are put out, such as videos put out by certain television stations, also are starting to contain commercials, although most of the time, the commercial appears at the beginning of the video. 
 In many cases marketing campaigns that have their start in television have extended themselves through Web 2.0 initiatives, and not only on video websites, but also on social networking websites.  For example Burger King has created a MySpace profile for the King character in its commercial and has given away free viewings to online videos of popular TV shows to attract MySpace friends (Moran, 2008), in addition Anheuser-Busch is encouraging beer drinkers to congregate at the MingleNow social networking site to post photos of two or more people taping together bottles or glasses of beer (Moran, 2008).  Marketing by way of social networking in particular helps with marketing and advertising because when a customer is solicited through social networking; the customer does not feel like he/she is being advertised to, or being sold something.  Instead, the businesses networking page may simply feel like an avenue for entertainment as seen with the burger king example.  In fact in the medium of social networking, customers may or may not act upon being advertised to and may simply be a “friend” of that particular businesses social networking page.  The customer may take the next step in the relationship with the business by researching it through websites such as Google.com or Wikipedia.org or asking any of his or her social networking friends about it.  If the customer likes what he or she sees, the business may incur a sale and perhaps another customer would ask that customer about the businesses products and perhaps result in another sale.  It is in this way that the customers of a business may inadvertently become salesmen and women themselves. The important thing when it comes to marketing through social networking is to make customers aware of the presence of a business in the marketplace.
No Longer Cloudy


The great scandals of the past relating to many top companies such as Enron and WorldCom have made people very nervous about interacting with a business.  They have questions such as “where is my money going?”, “is the business that I’m interacting with conscious about how it interacts with the environment?” and “Is the business that I’m interacting with conduct all of its dealings in an ethical manner?”, In general, Customers just want to know that a business is acting in a manner that is socially and ethically responsible.  They want the business that they are dealing with to be an open book that has nothing to hide.  This is especially true when it comes to customers who represent what is called generation Y.  These customers are usually in their late teens to late twenties and have grown up surrounded by technology.  They have indulged in all the latest gadgets and web trends such as the iPod and YouTube and would rather chat with their friends online and get to know others personally online in order to know their values rather than look over long and tedious income statements’ all the while making sure that a business conforms with GAAP and Sarbanes-Oxley.

In regards of a business becoming more transparent to its customers, especially generation Y customers that are described in the previous paragraph, it is important that businesses embrace social networking in order to let customers understand that their practices are ethical and sound.  It is also important to let customers be the guiding light that makes a business shine in terms of its ethics.  Remember from the previous paragraphs that feedback is very important to a business. Instead of having customers complain about a business’ service and ethics on a social networking website, the customer can be used to build up the business by praising it via social networking for its consistent values, ethics and top quality service. The characteristic of customers using social networking to build up a company’s image is shown in an article by Shih which says that, “Twitter exposes weaknesses and strengths, rants and raves, anything that anyone, located anywhere, wants to say about your company. Response time, tone, and actions allow companies to become transparent about their values, building (or eroding) their brands. Better yet, when a customer comes to a brand’s defense, that loyalty gets showcased to the world” (Shih, 2009).  Websites like twitter and social networking websites in general are important because they let customers help a business in regards to visibility, relationship, feedback, marketing, and openness.
