Henrik Vogt

Open Source Customer Relationship

Management Solutions

Potential for an Impact of Open Source CRM
Solutions on Small- and Medium Sized Enterprises

1\

Diplom.de



Henrik Vogt

Open Source Customer Relationship Management Solutions

Potential for an Impact of Open Source CRM Solutions on Small- and Medium Sized
Enterprises

ISBN: 978-3-8366-1759-8
Herstellung: Diplomica® Verlag GmbH, Hamburg, 2008

Dieses Werk ist urheberrechtlich geschitzt. Die dadurch begrindeten Rechte,
insbesondere die der Ubersetzung, des Nachdrucks, des Vortrags, der Entnahme von
Abbildungen und Tabellen, der Funksendung, der Mikroverfilmung oder der
Vervielfaltigung auf anderen Wegen und der Speicherung in Datenverarbeitungsanlagen,
bleiben, auch bei nur auszugsweiser Verwertung, vorbehalten. Eine Vervielfaltigung
dieses Werkes oder von Teilen dieses Werkes ist auch im Einzelfall nur in den Grenzen
der gesetzlichen Bestimmungen des Urheberrechtsgesetzes der Bundesrepublik
Deutschland in der jeweils geltenden Fassung zulassig. Sie ist grundsatzlich
vergltungspflichtig. Zuwiderhandlungen unterliegen den Strafbestimmungen des
Urheberrechtes.

Die Wiedergabe von Gebrauchsnamen, Handelsnamen, Warenbezeichnungen usw. in
diesem Werk berechtigt auch ohne besondere Kennzeichnung nicht zu der Annahme,
dass solche Namen im Sinne der Warenzeichen- und Markenschutz-Gesetzgebung als frei
zu betrachten waren und daher von jedermann benutzt werden dirften.

Die Informationen in diesem Werk wurden mit Sorgfalt erarbeitet. Dennoch kénnen
Fehler nicht vollstéandig ausgeschlossen werden und der Verlag, die Autoren oder
Ubersetzer ibernehmen keine juristische Verantwortung oder irgendeine Haftung fiir evtl.
verbliebene fehlerhafte Angaben und deren Folgen.

© Diplomica Verlag GmbH
http://www.diplomica.de, Hamburg 2008



Preface

This book is based on my experiences as founder and owner of my IT consulting
company PC-Con.

In the year 2006 | founded my first small business offering IT services, internet and
network installations, and consulting services to private individuals as well as to micro-
and small organizations.

After a while of doing business, | was able to get an understanding of the importance
and the opportunities of customer satisfaction and was able to measure customer

satisfaction in form of increased revenue and an increased demand.

Based on my experiences and the theoretical background gained in my studies at the
Cologne Business School, | was looking for specific software systems which could help
me to manage and analyze my customers in order to get an increased understanding

of their requests and requirements.

Confronted with the specific requirements of a small company, | was able to realize the
difficulty of performing an efficient customer relationship management.

Based on the question how to organize customer relationship management and how to
depict my activities into a specific CRM software, the research question of this book

was created.

Cologne, April, 2008 Henrik Vogt
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1. Introduction

In order to stay ahead of the competition companies are more and more forced to turn
their attention to their real assets: their customers.

Both, the value of the individual customer and the development of personalized
relationships with them have made customer relationship management as one of the
emerging topics in the last years.

Faced with the increased knowledge of the customers about existing product- and
service offerings on the market, companies are more than ever required to develop
specific customer knowledge in order to adapt their products and services according to
the requirements of the customer.

Customer relationship management is no longer something that only huge leading
enterprises use in order to gain a competitive advantage.

In the increased competitive landscape, it is now a necessity for survival even for small
and medium-sized enterprises.

Customer relationship management is a complex and difficult way of doing business.
CRM means more than just installing a software or automating customer touch points.
It is about the reinvention of a customer-oriented organization.

According to the special requirements of small and medium-sized businesses, the

degree of difficulty of the CRM approach even increased.

The following chapters reveal the overall importance of a customer relationship
management system especially for small and medium-sized enterprises. In addition to
the topic of CRM, the increasing importance and possibilities of open source software
is revealed.

The main research question consists of the idea if open source customer relationship
management systems are able to fulfill the requirements of a CRM software.

In order to be able to answer this question, the following analysis made use of the
literature available on the topics CRM, special requirements of small and medium-sized
enterprises, and the topic of open source software.

By revealing what a CRM have to fulfill in order to be classified as customer
relationship management system according to the findings in the literature, various

requirements are identified.



In the next step, the three most popular open source CRM software systems Sugar
CRM, vTiger, and OpenCRX are scrutinized under the criteria if they are able to fulfill
the requirements defined in the previous steps.

The conclusion discusses the previous findings and outlines the chances and limits of
open source customer relationship management solutions for small and medium-sized
enterprises.

In addition to this, the requirements of a successful implementation of a CRM system

are revealed and the concept of seeing CRM as a corporate strategy is concretized.

The aim of this book is to outline the holistic approach of CRM and to examine the
research question if open source CRM solutions are able to fulfill the requirements

previously defined according to the underlying literature.

2. Importance of CRM for Small and Medium-Sized Enterprises

The following chapter reveals the overall importance of customer relationship
management with special focus on small and medium-sized enterprises. After defining
the term customer relationship management in general, the chapter depicts the
reasons for using a customer relationship management and introduces the term
customer lifetime value and the importance of customer knowledge.

Before concentrating on small and medium-sized enterprises, the opportunities and
risks by the implementation of a customer relationship management will be qualified
and compared with each other.

In the second sub-aspect the connection between the topic customer relationship
management and small and medium-sized enterprises will be drawn by revealing the
specialties when implementing a customer relationship management system into a

small and medium-sized enterprise.



2.1 Customer Relationship Management

2.1.1 Definition

Historically the origins of CRM can be traced back to the beginning of the eighties of
the last century, where criticism about the dominating “4P” (products, price, promotion
and place) marketing paradigm emerged (Kotler et al. 2001: 105-110). One of the first
authors who emphasized the importance of relationships in the industrial marketing
was Hakansson (1982: 19).

After the introduction of the relationship model, Berry (1983: 236-245) was one of the
first who used the term relationship marketing and gained wide recognition. In parallel
to the advances in the marketing science, new software systems were made possible
through new hardware and software offerings. Since the mid-nineties, the term
relationship marketing evolved into customer relationship marketing and many IT
vendors started to market their products as CRM systems.

In spite of the progress which has been made, there still remains some confusion about
the meaning of CRM.

Depending on the origin, the main focus, and the intention the definition and meaning
of customer relationship management could vary according to the different view points
from science, research and practice (Wiedmann and Greilich 2002: 283). Reasons for
this could be found in the fact that CRM affects many groups and therefore every
department in the company has his own view on the topic CRM. In addition, it could be
stated that the concept of CRM is relevant for a lot of different areas like IT-
Management, controlling, organization, marketing, and communication and should
therefore be seen as a corporate strategy (Wolf 2002: 68). It affects the organization as
a whole and should therefore provide direction to each department or employee that
stays in contact with the customer.

According to the concept of seeing CRM as part of the business strategy, the definition
of the Gartner Group could be regarded as helpful: “CRM is a customer-focused
business strategy designed to optimize profitability, revenue and customer

satisfaction.” (Gartner Group, 2002).

According to Shaw (2001: 23) customer relationship management also involves:
e “Measuring both inputs across all features including marketing, sales and

service costs and outputs in terms of customer revenue, profit and value.



