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Testing the Effects of Customer Relationship Management (CRM) Practices
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of CRM vision and organizational collaboration on customer
acquisition. Though CRM vision and customer experience have some
effect on customer acquisition but they are not statistically significant.
The study uniquely contributes to the extant literature by practically
analyzing the impact Gartner's CRM model, as much empirical studies
on this model is not done yet. Further, it not only tests the practicality of
Gartner's model but also checks the efficacy of the practices followed
by the retailer, there by suggesting the spaces for added development.
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Introduction

CRM is the most sought marketing theme in the last decade. Relational
marketing or CRM puts the customer at the center of the company and
directs all activities towards them. Collects customer data from
different points of contact, analyzes them to understand the customer
and develop suitable offers. Integrate all company channels to get a
unified view of the client. CRM can give its best results if applied at a
company level. It must be promoted by senior management and should
not be treated as the sole responsibility of the marketing
department.The main objective of CRM is to acquire, develop and
retain customers (Pahuja and Verma, 2008). Gartner Group, one of the
world's leading CRM researchers, has suggested CRM best practices
such as wvision, strategy, customer experience, organizational
collaboration for customer acquisition and retention (Gartner, 2003).
This study tries to understand the effect of CRM practices on customer
acquisition.
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CRM is a process of converting customer information into
a relationship (Osarenkhoe& Bennani, 2007). CRM
acquires profitable customers and retains them (Jauhari,
2001; Seeman & O 'Hara, 2006). Gartner's true CRM
consists of eight basic components: vision, strategy,
valuable customer experience, organizational
collaboration, process, information, technology and
metrics (Eisenfeld and Nelson, 2003). The vision of CRM
includes practices such as "developing CRM leadership
from the top", "understanding how CRM will change the
company" and "understanding how CRM is unique to your
company" (Kirkby, 2001). The CRM strategy includes
"developing a long-term road map for decisions towards",
"thinking CRM as a combination of people, processes and
technology", "a clear articulation of objectives and tactics
to achieve them and" understanding all customers as not
equal "(Kirkby, 2001) Similarly, the customer experience
includes" Involve the customer in the CRM process ","
Integration of all channels "and" Manage change and
communication with customers and get the basics first

"(Kirkby, Thompson and Wecksell, 2001) .Finally, the

organizational collaboration includes" Establishment of
multifunctional teams "," Integration of change
management and training from the beginning "and"
Appointment of a leader global CRM "(Radcliffe,

Thompson and Eisenfeld, 2001).

Basing upon the above literature the following hypothesis
isdeveloped

H1: CRM Vision affects customer acquisition
H2:the CRM strategy affects the acquisition of customers
H3: customer experience affects customer acquisition

H4: organizational collaboration affects the acquisition of
customers.

Research Methodology

It is a descriptive study based on primary data. Survey
respondents are employees of a store called "Pantaloons" in
Bhubaneswar.

The study includes almost all the employees in the shop and
the study sample is 284. Table 1 describes the demographic
composition of the respondents.

Table-1: Respondent's profile
Demographics | Particulars No. %
Male 166 58
Gender
Female 118 42
<20 Yrs 44 15
20-35 Yrs 137 48
Age
35-50 Yrs 83 29
>50 Yrs 20 8
<lyr 78 28
. 1-3 years 115 40
Experience

3-5 Yrs 69 25

>5 Yrs 22 7

Higher 89 31

Level of Job Middle 153 53
Lower 42 16
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Scale

The study measures variables such as the CRM vision, the
CRM strategy, the customer experience, the organizational
collaboration and the acquisition of clients. The CRM
vision, the CRM strategy, the customer experience, the
organizational collaboration are independent variables and
the acquisition of customers is the dependent variable. A
scale of 15 articles is used, 12 for the CRM practices and 3
for the acquisition of clients (Machiette, Bart & Roy, 1992,
Radcliffe, Thompson &Eisenfeld, 2001, Reinartz,
Werners, Kumar, 2000).

A pilot test is performed with a sample of 30 respondents to
verify if the scale is appropriate (Hair et al., 2007). Thus,
the scale is used to collect data from 278 respondents. The
structural equation model (SEM) is used to analyze the
data. SEM includes exploratory factorial analysis (EFA)
and confirmatory factor analysis (CFA). EFA checks the
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suitability of the scale and CFA checks the structural
relationship.

Construct validity

The validity of constructs can be verified with the help of
convergent validity and discriminating validity.
Convergent validity verifies the extent to which the items
truly represent the construct and the discriminating validity
verifies the extent to which the elements do not represent
the constructs with which they are unrelated (Hair et al.,
2007). To verify reliability, composite reliability must be
greater than 0.7. To verify convergent validity, the
extracted mean variance (AVE) must be greater than 0.5
(Bagozzi and Yi, 1988). The AVE values 8f all constructs
must be greater than the maximum shared variance (MSV)
for discriminating validity (Fornell and Lacker, 1981).
From table 2 we can conclude that the constructs are
reliable and valid.

Table-2: Construct validity
Constructs CR AVE MSV MaxR(H)

CRM Vision 0.890 0.880 0.348 0.966

CRM Strategy 0.908 0.768 0.233 0.975
Customer Experience | 0.888 0.675 0.003 0.985
Collaboration 0.943 0.845 0.295 0.988
Acquisition 0.794 0.571 0.091 0.989

The Measurement model The value of RMSEA must be less than 0.08. The values 8f

The measurement model is nothing but a confirmatory
factorial analysis (CFA). It explains the degree to which the
measured variables represent constructs (Hair et al., 2007).
The CFA is performed with the help of version 20 of AMOS
(Analysis of Motion Structures). Several indices are used
to test model fit, RMSEA, GFI, AGFI, NFI, CFl and y2 / df.
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GFI, AGFI, NFI and CFI must be greater than 0.9. The
value of %2 / df should be less than 2.5 (Gerpott et al., 2001,
Homburg & Baumgartner, 1995, Hair et al., 2006). The
measurement model of the study can be seen below in Fig-
1.
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(Fig.1: Measurement model)

The model fitindices can be seen from the Table-3. It shows  the required measures hence the measurement model is fit
that the values of ¥2/df'is 1.503<5, RMSEA is 0.042<0.08,  and adequate. The items of constructs are truly representing
GFI 0.946>0.9, AGFI 0.920<0.9, NFI 0.96>0.9, CFI  thehypothesized constructs (Teo,2011).

0.986>0.9. Therefore, the values of the fit indices are as per

Table-3: Model fit summary for the measurement model
Indices | Obtained Threshold References
values values
CMIN/ 1.503 0> CMIN/DF<5 Wheaton et al. 1997, Tabachnick &Fidell, 2007
DF
RMSEA 0.042 <0.08 Hu &Bentler, 1999
GFI 0.946 >0.9 Gerpott et al., 2001; Homburg & Baumgartner, 1995; Hair et
al., 2006
AGFI 0.920 >0.9
NFI 0.96 >0.9
CFI 0.986 >0.9 Hu &Bentler, 1999
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The Structural Model structural model. The structural model can be seen from

Since the measure is adequate and adequate, we can verify

fig-2.

the structural relationship between the constructs through a
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(Fig-2: The Structural Model)
Table-4: Model fit summary for the structural model
Indices | Obtained Threshold References
values values
CMIN/ 1.503 0> CMIN/DF<5 Wheaton et al. 1997, Tabachnick&Fidell, 2007
DF
RMSEA 0.042 <0.08 Hu &Bentler, 1999
GFI 0.946 >0.9 Gerpott et al., 2001; Homburg & Baumgartner, 1995; Hair et
al., 2006
AGFI 0.920 >0.9
NFI 0.96 >0.9
CFI 0.986 >0.9 Hu &Bentler, 1999
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From Table -4 it is also evident that the structural model
shows a good model fit, since all the indices are within the
limits of the threshold. Therefore, the relationship between

constructs can be verified with the help of regression
weights

Table-5: Standardized regression weights
Relationship Estimate P Significance
Acquisition <--- Vision -0.222 0.000 Significant at p=0.000
Acquisition <--- Strategy -0.015 0.821 Insignificant
Acquisition ~ <--- ei‘;tg;z 0.056 | 0396 Insignificant
Acquisition <--- Collaboration 0.358 0.000 Significant at p=0.000

From Table-5 we can see that the effect of only CRM vision
and organizational collaboration are significant at p=0.000
with estimates of -0.222 and 0.358 respectively. Therefore,
the practices related to the vision and organizational

collaboration of CRM have a significant influence on the
acquisition of the client, but the CRM view has a negative
impact, while the organizational collaboration positively
influences the Pantaloons.

Table-6: Results of hypothesis testing
Hypothesis Description Result

H, CRM Vision affects customer acquisition Accepted

H, CRM strategy affects the acquisition of Rejected
customers

H; Custf)m?r experience affects customer Rejected
acquisition

H, Orga.ni.z.ational collaboration affects the Accepted
acquisition of customers.

Conclusion

From the analysis, it can be concluded that the successful
Gartner CRM framework has a significant effect on
customer acquisition. If implemented correctly, the
framework can be effective for acquiring customers.
Organizational collaboration practices, such as leadership
development, understanding the uniqueness of CRM and
how it can help, the creation of multifunctional teams can
be useful for gaining more customers.

The results of the study agree with (Seeman, O'Hara, 2006)
that showed a positive influence of CRM in the acquisition
of customers. Reinratz et al. (2004) and Becker et al. (2009)
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also found a positive relationship between CRM and
customer life cycle management.
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