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ABSTRACT 
In today's competitive environment, organizations need to keep their customers. One method that 

can be used to ensure and increase customer loyalty is to provide personal services. Customer 
relationship management makes it possible and it is efficient in all economic sections. CRM is a 

kind of business strategy that goes beyond increasing trade volume to increase profitability, 

revenue and customer satisfaction. CRM includes all components related with customer and in a 
smart way within the organization on. Whatever a company's awareness of customers and their 

expectations is more, it will be more successful in the competition. Customer relationship 

management makes it possible to accurately evaluate customers' expectations and offer them 
appropriate products. Loyalty is a very important concept, which is now emphasized in 

competitive environment of organizations. The first step in creating loyalty is to establish a good 

communication with customers which also requires correct and timely information that CRM can 
provide the organization managers with the information. In this article it's tried to explain CRM 

and its impact on customer loyalty in the theoretical literature in order to identify the importance 

of this issue for people. 
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INTRODUCTION 

 

 In today's competitive era we can observe the overtaking focus on relationships rather than on the exchange. 

In this age it costs five times more to attract a new customer than to keep the existing ones satisfied. The 

downside is that it takes several years for the new customer to purchase from you in an extent as before. 

 One of the new technologies that can help the organization for retaining its customers to repeat purchase 

resulting in their loyalty is CRM. 

 The interest to CRM has been growing since the 1990s. Organizations are still motivated to comply with 

CRM in order to establish and manage effective communication with customer. Enhance communication with a 

customer can lead to its increased loyalty as well as profitability (582, 2005, Ngai). 

 Although CRM has been widely recognized as a key business approach but there is no universally 

definition accepted of CRM. Swift defines CRM as: Institute' approach to understand and influence customers' 

behavior through the meaningful communications in order to obtain, maintain and build customer loyalty and 

profitability. 

 Kincaid knows CRM as a strategic use of information, processes, technology and people to manage 

customer relationship with the organization (marketing, sales, service and support) during the entire life cycle of 

the customer.  

 Parvatiyar & Sheth define CRM as a comprehensive strategy of the process of acquisition, maintenance and 

partnership with selected customers for creating superior value for the organization and the customer. 

 CRM involves the combination of marketing, sales, customer service, and organization supply chain to 

deliver effective and efficient value to the customer. 

 These definitions emphasize the importance of attitude towards CRM as a comprehensive set of strategies 

to manage their relationships with customers associated with the processes of marketing, sales, service and 

support within the organization. In addition, information technology (IT) and information systems (IS) can be 

used to support and combine CRM processes to satisfy the needs of organizations' customers (Ibid, 583) 

 As defined by Kincaid and others, CRM consists of three important functional areas: 

1) Marketing                       2) Sales                        3) Service & Support 
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 These components may seem as customer relationship life cycle from marketing to sales and from sales to 

service and support. In addition, IT and IS as the vital components for support and maintenance of the three 

functional areas, are as the whole process of CRM. (Fig. 1) (Ibid, 584).  

 

 
Fig. 1: 

 

 Generally, CRM creates a competitive advantage for the organization; it also has a positive impact on 

organizational performance. Nevin argues that CRM is being used with different approaches. For example, at 

the tactical level CRM may be defined as marketing database or electronic marketing, at the strategic level CRM 

may be defined as maintenance and partnership with customer and at the theoretical level CRM can be defined 

as a combination of the paradigm of research in marketing (Sin & et al., 2004, 1265 & 1264) 

 Studies show that there is a positive correlation between CRM and marketing and financial performance. 

Fig. 2 (Ibid, 1279). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig. 2: 

 

 Moreover, the findings suggest that CRM is a critical success factor for business performance. Companies 

to improve their relationships with customers have to control their behaviors and internal processes (Ibid, 1265)  

 Today, in the world of business, management has recognized customer as the business  core and the success 

of an organizations depends on effectively manage their relationships with customers and one of the primary 

goals of management in the organization is to reach such an approach that the customer is always right (102, 

2007, Nguyen & et al). 

 The basic idea of CRM is that the customers' future behavior is determined by their previous or similar 

behavior, in other words, customers do not behave like yesterday or a month ago. This assumption is partly right 

and partly wrong. Behavioral patterns will change over time. So the important issue of predicting future 

behavior of the customer can help the organization to better respond to their customers' changing demands and 

preferences. (Elahi and Heidari, 2005, 21) 

 An important challenge of CRM is to knowing the right time to invest and how to implement it 

successfully. Because between 40 to 60 percent of companies did not benefit from the investment in this sector. 

 Steve Silver says about customer relationship management: CRM is not a software package, a database, a 

call center or website, it's not an application to create loyalty, the customer service, and attraction or profit 

acquisition neither; customer relationship management is a full-fledged philosophy. (Cutler, 1386, 155) The 

main difficulty of customer relationship management is that collecting, updating, and managing customers' 

information is very expensive and a lot of this information like addresses and job locations of customers may 

change annually, so the company must pay high costs for software and hardware. Furthermore, the company 

should hire professionals to process data (Ibid. 155). 
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CRM development: 

 CRM has been developed from database of several systems that define corporate functions in the sectors. 

This means that at the beginning organizations worked with non-integrated information systems, and each 

organization had its own software. Financial and marketing departments had their own information about 

customers. Sales department used automated systems of sales agents or the customer contact manager. In each 

case, the information might be partially complete, but no doubt it was not comprehensive. (God, Heidari, 1384, 

26) 

 CRM in the late 1980s firstly began with those who design and create software products of businesses 

operation. Their strategy was to influence and make CRM operation automated in particular sections or 

specified working units. The software was established in local area networks (LAN) that were mainly based on 

server / client software. These primary systems include functions that allow customers to customize their 

business affairs in capabilities and in the framework of such systems, and for the development of these systems, 

the first fundamental change was moving towards the development of the system capabilities to meet more than 

one required business function. 

 The primary systems have always focused on improving business processes in separate parts, but they did 

not run the institution affairs well. With the network emerge everything changed. In this field CRM faced with 

customers who made their purchase decision, and was not encouraging for organizations to hide behind the 

counter, they should move to the Web. In addition, personal information was needed to be collected at the point 

of sale, resulting in an explosion of information and communications of the network in early 1995. (Ibid. 26) 

 

Principles and objectives of CRM: 

 Customer relationship management processes and applications based on the basic principles are as the 

following: 

1) Targeting individual customers: One of the principles of CRM is that customers have a great choice and 

each customer demands its own products or services. Because it is based on the philosophy of 

customization, CRM treats each customer individually, that is, it designs and offers services and products 

based on the preferences and desires of the customers. 

2) Attract and maintain customer loyalty through personal relationships: when customization takes place, 

organizations need to maintain the relationship.  Continued contacts with the customer, especially when 

these contacts are designed to meet the preferences could cause the loyalty. 

 In short, the customization of products, customer loyalty and their selection based on the concept of 

customer life time value are fundamental principles of CRM implementation (Ibid. 20) 

 Burnett generally classified CRM goals in three categories: cost savings, increased revenues and strategic 

effects. 

 This organizational technology spends less time gathering information, resulting in devoting more time to 

customers themselves and this is effective in raising revenue of the organization. (Ibid. 9) 

 CRM may have lots of definition, but it only aims increase partners and customers' satisfaction, increase 

profits and income, enhance the efficiency using strong organizational communications, in fact today customers 

have high expectations of the company which will intensify competition between businesses, so one of the aims 

of CRM is better accountability to the expectations. But a part of the overall goals of customer relationship 

system include: 

  
Why CRM is essential for enterprises CRM: 

 Many companies implement CRM to better understand customer needs and demands. CRM allows 

companies to collect information about customer purchases, preferences, demands, and other data about them. 

The objective is customer loyalty. Other benefits of CRM include: 

 The ability to quickly respond to customer inquiries 

1. Increase efficiency through automation. 

2. Have a deep knowledge of customers. 

3. Obtain opportunities for cross-selling (combined) 

4. Define customers with high profitability. 

5. Get feedback from customers, resulting in a new product or service. 

6. Person to person marketing. 

7. Obtain information that could be shared with partner businesses. 

 Strategy is customer relationship optimization. CRM helps companies to learn the way of transforming non-

beneficial customers to beneficial ones. (5-4, 2004, Chia) 

 CRM can also help the organization's ability to achieve the goals of customer maintenance and having a 

competitive advantage over competitors. Competitive advantages that can be gained from the CRM system are 

summarized in the table below. (103, 2007, Nguyen) 
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Competitive advantage Example 

Increase customer loyalty Detailed information about the customer's profile and his past demands and preferences 

 
Top Service 

 

Provide personal services, offer new products and services based on the customer's past purchases 

Top information gathering and 

sharing knowledge 

Updated customer's information and contacts, sales, marketing and technical support to the 

common database 

 

Types of customer information: 

 As noted, CRM gathers information about the organization's customers. According to the types of 

transactions, customer information can be classified into three categories as the following: 

1) Information of customer. 

2) Information for customer. 

3) Information by customer. 

 Information of customer includes employees' data and interaction about a customer. This type of 

information is widely collected for CRM implementation. In this way the company is able to understand profit, 

purchasing patterns, preferences repetition and etc. The second, i.e. information for customer, is organizational 

products; services and information that seem to be useful for customers. This type of information is 

disseminated through various communication media. Companies can provide this information via direct mail, 

web pages and etc. The third type is information by customer. This type of information is customer feedbacks, 

such as complaints, suggestions, and requests and so on. (654, 2003, Kim & Park) 

 

Customer loyalty: 

 In the strategy of customers, loyalty has a strategic importance for any organization. Loyalty is a positive 

word. It's basically bilateral and based on cooperation. But when loyalty is proposed in relation to the customer, 

the traditional definition is not credible. Customer loyalty theory is relatively new in international management 

literature. 

 Customers to whom loyalty the organization ensure must be supported by the competitive elements such as 

price selection, performance development and product promotion. Without this support customers may be 

gradually lost. 

 

 
 

Fig. 1: Process of value.  

 

 The goal is to strengthen the relationship between customer and organization in passing through different 

stages of the customer relationship management. In this way, customer satisfaction grows and the value of 

relationship between the parties will increase. This is what leads customers to increase loyalty. If organizations 

continue to meet customer needs and provide services in ways that are always in demand, a mutual value will be 

created and the final goal, which is dependent of the customer or customer relationship strategic management, 

can be achieved. (Compass 158) 

 Marketers were only seeking to find a customer until yesterday, and the sales team were to hunt new 

customers, but in today's perspective, marketing means growing the customer, considering its satisfaction and 

the quality of his vision is finally the art of marketing today through which customers would be as partners 

within the organization as well as sponsors outside the organization. Today making the customer committed has 

found a special place. Addressing issues of loyalty and studying the loyalty to name and logo (brand) and 

customer loyalty was developed by many people. Loyalty creates a positive mentality in the minds of the 

listeners. Everyone expects a good friend, spouse or partner to be loyal. Loyalty often comes from the 

relationships where the both parties are winner. Anyway, loyalty is: the existence of a positive attitude to 

something (brand, service, shop or seller) and supportive behavior of it. As it can be seen, two approaches may 

be considered in the definition of loyalty: 

 Attitudinal approach; 

 Behavioral approach. 
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 But there is a more complete definition of loyalty that has been suggested by Richard Oliver (1999): loyalty 

refers to a strong commitment to repurchase a top product or service in the future, so that the same brand or 

product would be purchased despite competitors' potential marketing effects and efforts. 

 If we want to show a broader definition of customer loyalty, it should be noted that loyalty is associated 

with the following three elements: 

1. The elements of customer behavior that is the same as repurchasing; 

2. The elements of customer attitude that is the same as customer commitment and confidence; 

3. The elements of availability of many options to choose and purchase; 

 However, Oliver has separated attitudinal approach into three types: 

 Cognitive loyalty that leads to customer behavior and is concerned to its belief; 

 Affective loyalty that leads to customer commitment and confidence and is concerned to its emotion; 

 Conative loyalty that is related to customer intention to repurchase the in the future. 

 Cognitive loyalty has more power than the two other types to create customer loyalty. 

 Marketing knowledge experts have considered many advantages for loyalty that some of the most 

prominent ones are: 

1. Reduce the cost of attracting new customers; 

2. Reduce the sensitivity of customers to price changes; 

3. The benefits of customer life time value, 

4. Positive performance by increasing the predictive power; 

5. Increase barriers for new competitors' entry. 

 But with all this, the advantages and benefits come from customers' maturity in companies and in long-term 

have the following components: 

1. Attraction costs: These costs include the price that company incurs the first time to attract each customer. 

The price includes the costs of direct advertising, sales commissions, sales force, promotions and etc. that 

are directly paid to attract the customers; the costs cannot be paid off by the obtained revenues in the first 

year. 

2. Basic earnings: is concerned to the subsequent difference of revenues obtained from the company's final 

sales and the costs in the second year. 

3. Revenue growth: real benefit actually begins where the customer has more kinds of purchases and shows 

the values of its loyalty. 

4. Saving: by gaining experience, companies and consumers both learn how to have more effective 

performance and economic savings of speed, time and etc. will take place. 

5. Returns: increase the predictive power of companies through loyal customers and reduction of customers 

risk to return to buy totally leads to the improvement of company's return on investment (ROI) and the 

increase of the operating profit. 

6. Spend the cost: Loyal customers are often willing to pay and they show little interest in using discount 

coupons and other promotional tools, in fact they are not sensitive to prices. 

 Heskett et al. (1994) offered a model titled as the service-profit chain which shows how the quality of 

services increases employees' satisfaction,  their productivity and thereupon customer satisfaction to the extent 

that it leads to the loyalty, resulting in businesses profitability. 

 (Www.Noorportal.Net( 

 

Types of customers by loyalty: 

 Integrated loyalists: customers who always deal with an organization. 

Distributary loyalists: customers who are loyal to two or three organizations. 

Transitional loyalists: customers whose loyalty is changing from one organization to another organization. 

Changing people: customers who do not show any loyalty to an organization (Cutler, 1385, 279) 

 

CRM and customer loyalty: 

 Organizational communications management strategy aims to create the ability in organizations to develop 

and enhance long-term communication with customers and satisfy them. Such organizations mainly focus on 

customer satisfaction and loyalty. Also there is a positive impact between customer maintenance and its loyalty 

with company's profitability. 

 Although there is no accepted universal definition on customer loyalty, loyalty can be defined as a 

commitment to continue doing business with the company continuously. Loyalty can also be defined as a state 

of mind, a set of attitudes, beliefs, and desires. (432, 2006, Zineldin) 

 Managing customer maintenance and loyalty is a critical factor of CRM. In many organizations, the 

question of how we can increase customer loyalty has become a regular issue. But it should be noted that loyalty 

is not throwing money to marketing programs, publication of magazines and newspapers, creating clubs and 

introduction cards with the vague hope of creating loyalty. 

http://www.noorportal.net/
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 CRM is linked to customer maintenance and that how we can create loyal customer in the long-term. 

Promise and the commitment are central concepts in CRM that have extraordinary performance in creating long-

term relationships with customers. Promise and the commitment are created by seller that has direct contracts, 

but a deep commitment with high flexibility should be created customers for having long-term relationships. 

(433, Ibid) 

 So customer loyalty may lead to customer maintenance, high customer loyalty, reduction of customer costs 

(the costs of research, learning, affective costs) high income and more profitability. Customer loyalty increases 

customer life time value (LTV) as well. (433-434, Ibid) 

 

Conclusion: 

 In today's competitive and dynamic world, competition on customer acquisition has been intensified. And 

in this turbulent field the organizations will be successful and effective which are able to transfer more value to 

customer and keep him satisfied by creating innovation in their products and services as well as themselves. 

Because from an economic point, organizations know that customer maintenance is cheaper than finding new 

ones. 

 CRM as a new technology that has been created with the integration of information technology, information 

and marketing systems can help organizations to achieve their goals and increase profitability. 

 In the information age organizations has to use information properly, especially if the information is about 

their customers, they need to apply effective tools and technologies to appropriately use them. With proper 

collecting and guiding the information about customers and establishing effective interactions and relationships 

with them, CRM allows organizations to increase company's profitability and to gain more share from earn 

customer, along with them they can succeed to cross selling that the functions provide great competitive 

advantages for organizations including customer loyalty, better services and etc. which can cause the 

organizations to win the battle against the competitors. 

 Change is also one of the integral components of today's world, and the organizations can use the changes 

as opportunities which have the ability to quickly change. CRM provides the advantage for the organization in 

order to track the changes due to the customer demands, expectations and buying patterns and etc. using updated 

information and to make itself compatible with them, show a good response and do not place in a passive 

position. 
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