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Abstract:

Organizations are facing new obstacles every dag td constant changes in the
market, especially when dealing with customers’dseand new trends. Nowadays,
customers are very sensitive to the market ana¢@mstantly aware of new trends and
new products/services. This market developmenttesepressure within organization
structure.

Customer relationship management (CRM) is muchudsed in the academic
environment (Ngai et al.,, 2009), regarding infornimat systems and marketing
management. CRM adoption is growing, with clear eotiyes of improving
organizational performance (Sin et al., 2005), ease customer satisfaction and
retention.

CRM has several capabilities and correctly implet®@nin organizational
structures can provide benefits in terms of inteama external processes. CRM can also
affect organizational innovation capability (Linadt 2010). In this master thesis, the link
between customer relationship management and @ag@mal innovation capability was
taken into consideration.

The main research question of this project is: He&ful are CRM systems in
providing support for innovation capability? Thegament supporting this question is
that CRM can drive innovation through dynamic calttéds. By sensing, seizing and
reconfiguring opportunities and threats (dynamigatality framework) of the market, it
allows organizations to manage innovation.

In this master thesis, exploratory interviews wevaducted with CRM experts
(academics and professionals) in order to undeddtaw CRM can improve innovation
capability. The theoretical background to suppus thesis was also a research objective,
due to the gap in academic literature concernirgsiibject.

The main contribution of this research project Wesproposition of a conceptual
model linking CRM systems usage with innovationatafity. It is also suggested for
future work, a set of hypothesis to be tested, rotlento prove the suitability of the
proposed model. The contributions of this mastiésis are relevant both to academics,

researchers and also to companies

Keywords: Customer Relationship Management; Dynamic Cajpigisil Innovation
Capabilities
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Resumo
As empresas hoje em dia estao a enfrentar nové&ooiiss, devido as mudancas

continuas no mercado, especialmente quando sentddanecessidades dos clientes e
novas tendéncias. Atualmente os clientes sdo nudtsiveis ao mercado e estdo
constantemente atentos as novas tendéncias e pimehgos/servicos.

Customer relationship management (CRM) € um toépico muito discutido no
ambiente académico (Ngai et al., 2009), em relaggdistemas de informac&o e em gestao
de marketing. A adocdo de CRM esta a crescer, dgetivos claros de melhorar a
performance das empresas (Sin et al., 2005), aamardatisfacdo dos clientes e a sua
fidelizacao.

CRM tem inimeras capacidades e com a implemengaigpuada na estrutura de
uma empresa pode trazer alguns beneficios em tetenpsocessos internos e externos
em relacéo a relagdo com os clientes. CRM podeéanalfetar a capacidade de inovagéo
de uma empresa (Lin et al. 2010). Neste trabalhal fle mestrado, a relacdo entre
custeomer relationship management e a capacidadeodacdo das empresas foi
analisada.

A principal questéo de investigacao desta diss&otéc“Como é que 0s sistemas
de CRM séo Uteis no suporte a capacidade de inovBgdma organizacao?”. A base de
argumentacao desta questédo € o facto dos sistem@RM impulsionarem a inovacao
através da teoria das capacidades dinamicas. Atrae detecdo, apreensdo e
reconfigurando de oportunidades e ameacas (Frarkalasrcapacidades dinamicas) do
mercado, as empresas conseguem gerir sua inovagao.

Nesta dissertacao foram efetuadas entrevistasraxfias com especialistas em
CRM (académicos e profissionais) de forma a entecwao € que o CRM pode melhorar
a capacidade de inovacdo nas empresas. Outro vobjdésta dissertagcdo foi o
desenvolvimento da base tedrica deste tema devidouaa que existe na literatura
atualmente.

A principal contribuicdo desta dissertacao foiggmsta de um modelo conceptual
da relagcdo do CRM com a capacidade de inovacasamdiém apresentado um conjunto
de hipéteses para serem testadas em investigag#a fvara provar a adequacao do
modelo proposto. As contribuicdes desta dissertaé@orelevantes para académicos e

investigadores.

Keywords: Customer Relationship Management; Dynamic Cajpigisil Innovation
Capabilities
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Acronyms:

CRM - Customer Relationship management

RBV — Resource based view

R&D — Research and Development

IT/IS — Information Technology/ Information Systems
NPD — New product development

MIS — Management information systems
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1. Introduction

1.1. Problem Statement

The concept of customer relationship managemenM)CR often discussed in
the academic environment and there is no singlmitdeh (Ngai et al., 2009). CRM
should be seen as a company's overall strategigngeisto optimize profitability and
customer satisfaction, through the internal orgation of the company around the
customer segments, and to ensure value creatidm footthe company and for its
customers (King et al., 2005).

For the past decades, organizations have adoptbtisyggems with the objective
of operational performance enhancement and prdftiabnd market share improvement
(Reinartz et al 2003). In order to develop operaigoerformance, organizations are
increasingly investing in information technologydaimformation systems (Bharadwaj,
2000).

Even though organizations invest in costly CRMeayss, they have not been able
to fully achieve the potential of acquiring custonk@owledge (Khodakarami et al.,
2014). To do so, organizations must understancciia@mges on strategy and business
processes to be implemented (Chen et al., 2003pughout this learning and changing
process, organizations should be able to developnanrtant capability - innovation
capability (Teece, 2007).

1.2. Objectives and Research Questions

Based on the above problem statement, this respanggct has the objective of
analyzing the link between CRM and innovation cagithough the dynamic capability
theoretical lens (Teece, 2007). We conducted aitgtia¢ study, through exploratory
interviews, to investigate the possible link betwggRM and innovation capability.
Another goal of this research project is to proadmmprehensive literature review about
customer relationship management and innovatiorakihty. This research aims at
answering the following research question: “Howfulsare CRM systems in providing

support for innovation capability developmerit?”

! This academic work is part of an international research project conducted in Portugal and Brazil in a
partnership between ISEG —UL and UNINOVE.
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1.3.Research Structure

This research project is organized in 4 main paijtditerature review, ii)
methodological approach, iii) data analysis of ivigvs with experts and, finally, vi)
final remarks.

The first phase of this research project was tcceteea systematic literature
review to guarantee that the results of the projeete aligned with the existing
knowledge about the subject matters being analyklee.literature review was focused
on three main concepts as well as the relationshgigieen them: CRM, dynamic
capabilities and innovation capability.

The second phase was the methodological approaegaréing the research
question of the present paper and the gap onttratiire about the link between CRM
and innovation capability, it was necessary to ate@deeper research to complement the
existing literature. The elaboration of the intewi guide was prepared based on a
theoretical background of the literature review.

The third phase of this research was conductedigfwrdace-to-face interviews
(non-standardized and semi-structured) with exeesti consultants, users
knowledgeable of CRM systems (from CRM, marketing aaformation system areas)
and CRM academics.

The fourth and final phase of this project wasrtalgze the data collected in order
to reveal and summarize the implications of thelifigs, taking into consideration the
interviews, while considering the limitations of ethresearch and methodology.

Recommendations for future work were developed.
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2. Theoretical Background

We present in this chapter the theoretical backglaused to support the research
question. The theoretical background was focusedthoee main concepts: CRM,
dynamic capabilities and innovation capabilitytte end of this chapter we present the
relationship between two of the main concepts: CRMI innovation capability,
according to the empirical study of Lin et al. (2D1

2.1.Resource Based View

Nowadays companies look to stand out in what & ve&ery competitive business
world. In order to create competitive advantagethenmarket, companies must have a
dynamic strategy (Porter, 1996). Strategy waseefby Porter (1996) as the formulation
and implementation of a managing process desigoredefcision-making, in a period of
time concerning the definition of the business,al@ping objectives and critical success
factors. Additionally, Porter identified 5 key fex: competition in the industry; potential
of new entrants; power of suppliers; power of cosos; and threat of substitute products.

The definition and the dynamic update of the bussrsdrategy is fundamental to
create and explore competitive advantages and quasdy create sustainable business
values (Nickerson et al., 2007).

The approach to make a successful strategy isasyt &d companies need to
know all the variables that influence their busgess(Bradley et al, 2011). The internal
and external analysis of the market and produetg dffer is crucial to maintain and even
upgrade their market share. When business anasysiade, all events and possibilities
should be brought up. When looking for a competitndvantage, every scenario should
be taken into perspective (Bradley et al, 2011).

There is a visible link between competitive advgeta and competition. A
competitive advantage exists when you have sonerdge to your direct competitor.
This means that you can distinguish yourself fraarycompetition in a way that could
create greater value to the company (Montgomery a8tdP, 1991). A competitive
advantage is not just about having a better prodtinére are many types and ways of
creating competitive advantages. Examples inclualnly an optimized distribution
network, or efficient customer support, or simpbyhaving a lower cost structure in

production (Montgomery & Porter, 1991).
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Even more important than having a competitive ath@ais being able to sustain
it over time. For that, a company must have thitgbdo manage and boost their resources
and capabilities to ensure the advantage for therman period of time. (Grant, 1991)

There are procedures and frameworks designed o dmhpanies understand
competitive advantage, for example resource bassdtheory and dynamic capabilities
framework. Resources can be defined as somethmggpla and intangible that could be
a strength or weakness to a given company (Welhet884). Resource based view is a
framework designed to understand how competitivaathges are achieved and how the
advantage can be used and sustained over Emenhardet al., 2000).

This theoretical framework defines that resouraestlae base of the company,
and are fundamental for the correct functioningtled business, so they should be
distributed along all business departments. If mgany has the resources distributed
across the whole structure, then the resourcebeanaluated as sources of a competitive
advantage. (Barney, 1991).

Resources must baluable (meaning that they must be a source of greateeyal
in terms of relative costs and benefits, when caegbéo similar resources in competing
firms), rare (rareness implies that the resource must be rats@arce relative to demand
for its use or what it produces)nimitable (it is difficult to reproduce) and
nonsubstitutable (other different types of resources cannot betfanal substitutes), to
be consideredbasis for sustainable competitive advantage (Amiircet al., 2009).
Sustainable competitive advantages are achieved Wiee advantages are part of the
value-creation strategy and are hard to be copieddompetitor (Eisenhardt et al., 2000).

Even though resource based view is a good baser&ating competitive
advantages (Peteraf, 1998art, 1995), the literature review suggests thatesauthors
defend the necessity for a review of this theory tuthe static basis of the current theory
(Wang et al., 2007; Kraaijenbrink, 2010; Bowman &Brosini, 2003). As it stands
today, the theory fails to describe how resourcas loe created in the future, how
competitive advantages can be addressed in dymaarikets with constant environment
changes, and how multiple-business companies galy apd use the concept in all its
business units. (Bowman & Ambrosini, 2003). Othenpof criticism is the concept and
relevance of the organizational knowledge thastaldished as an objective, a variable

and have functional value.
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2.2.Dynamic capabilities

As mentioned before, the success of a product @n @vcompany is defined by
the capability to respond quickly to a dynamic nearknd its sudden changes (Boynton,
1993). A “Company” is defined by Lockett (200585) as “administrative organizations
that are collections of heterogeneous productigeurces that have been historically
determined”. The resource-based view theory suppbis definition.

The challenges of resource based view are stilfdbes of some authors (Wade
et al., 2004; Ambrosini et al., 2009). It is a uimaous opinion that the theory does not
explain “how future valuable resources could beat@é or how the current stock of
valuable, rare, inimitable and nonsubstitutable da@m refreshed in changing
environments” (Ambrosini et al, 2009, p. 29).

During the early 90°s, Teece et al (1997) preseateew concept to complement
and take the resource based view to a more dynkwat. The concept of dynamic
capabilities was introduced in order to explain havwompany can create and have
competitive advantages for a vast period of time iana changing environment (Teece
et al., 1997).

The definition of dynamic capabilities was estdidid by Teece et al., (1997, p.
516) by saying that dynamic capabilities are “tbenpany’s ability to integrate, build
and reconfigure internal and external competenceadaress rapidly changing
environments”.

After the introduction of dynamic capability defwon, other definitions were
proposed but almost every single one appeared esyngecomplement to the existing
one (Ambrosini et al., 2009). Some of the defimt@f dynamic capabilities were logical:
“The company’s processes that use resources —fispligithe processes to integrate,
reconfigure, gain and release resource — to mateliem create market change. Dynamic
capabilities thus are the organizational and girat®utines by which companies achieve
new recourses configurations as markets emergdidesolsplit, evolve and die”
(Eisenhardt et al, 2000, p. 1107) or “A companyekdvioral orientation constantly to
integrate, reconfigure, renew and recreate itsurees and capabilities and, most
importantly, upgrade and reconstruct its core c#ifiab in response to changing
environment to attain and sustain competitive athget (Wang et al, 2007 p. 40-41).

Other definitions just added small changes to thgiral definition: “Dynamic

capabilities is a learned and stable pattern ofectve activity through which the
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organization systematically generates and modifge®perating routines in pursuit of
improved effectiveness (Zollo et al, 2002, p. 3dd)jdynamic capabilities are those that
operate to extend, modify, or create ordinary cieat (Winter 2003, p. 991).

In order to analyze the performance of companiésigparticular subject, David
Teece in 2007 (p. 1319-1350) presented a framewtiled “Foundations of Dynamic
Capabilities and Business Performance”. The prasient of this framework was, in
some points, a break from the Five Forces of PoFteg criticism brought up by several
authors to the Porter’s framework determined mstéid utility. Due to the static nature
of the framework and the lack of importance givenhe factors that change the market
and create innovation, to factors regarding thdstmts making inside the company,
mechanisms of protecting intellectual property ahgb the lack of relevance of the
capability of expecting and react to opportuniaesl threats (Teece, 2007).

The framework “Foundations of Dynamic Capabilitiesnd Business
performance” has been developed to help compandsrstand how and when they have
competitive advantage. (Teece, 2007).

This framework has pointed out the three natufeth® capabilities: first, the
capacity to sense and shape opportunities andtshreecond, the capacity to seize
opportunities; and finally the third, the capad¢dymaintain competitiveness. In a simple
way, the three points above can be achieved bydi@rihg, combining, protecting and if
necessary, reconfiguring the business assets” €T2607, p. 1319-1320).

According with Teece (2007), the three main comptsef the framework are
composed by micro foundation. The micro foundatawa “capabilities necessary to
sustain superior enterprise performance in an @eenomy with rapid innovation and
globally dispersed sources of invention, innovatiamd manufacturing capability”
(Teece, 2007, p. 1319-1320) — figure 1.

The first nature of capabilities is sensing oppattas and threats. These
capabilities regard all the processes of identgyopportunities and threats in the market
in order for an organization to have a quick andagyic response to situations that effect
the market and its customers. In terms of sengdpounities and threats to the markets,
information systems help identifying the informati@and knowledge, particularly
analytical systems concerning customers (Teece)200

The second main component of the dynamic capasiliiamework is seizing
opportunities. Seizing opportunities is importantl addressing those opportunities can

explain the difference between the success andréadf an organization. The micro
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foundation proposed by Teece (2007) suggests ttimalpachievement of opportunities
by (1) delineating the customer solution and theiness model, (2) selecting decision-
making protocols, (3) selecting enterprise bouregaio manage complements and control
platforms, and (4) building loyalty and commitméneece, 2007).

Finally, managing threats and reconfiguration ignaportant strategic component
and concerns the aptitude of reconfigure an orgdinizal structure and resources with
the development of the market dynamic. In ordercoorectly manage threats and
reconfiguration, it is necessary the alignment aéronfoundation: (1) decentralization
and near decomposability; (2) Governance (3) Coaajieation and (4) Knowledge
Management. Reconfigure

Dynamic capabilities Framework

Sensing and shaping opportunities Seizing Opportunities Managing Threats and
and threats Reconfiguration
* Analytical systems to learn and to sense, Filter, |« Enterprise Structure, procedures, Design, and * Continuous Alignment and Realignment of

shape and calibrate Opportunities: incentives for Seizing opportunities: Specific Tangible and Intangible Assets:

* Processes to direct internal R&D and Select new |+ Delineating the Customer Solution and the * Decentralization and Near Decomposability
technologies Business Model * Co-specialization

* Processes to Tap developments in exogenous « Selecting Enterprise Boundaries to manage * Governance
Sciences and Technology complements and “Control” platforms + Knowledge management

* Processes to Tap supplier and Complementor * Selecting Decision-Making Protocols

innovation

* Processes to identify target market Segments,
Changing Customer needs and Customer
Innovation

* Building Loyalty and Commitment

—

Figure 1 - Dynamic Capabilities Framework (adagteth Teece, 2007)

2.3.Innovation Capabilities

Over the past decades, global economic trends tnamsformed the customer
base for most of the companies (Gottfredson et2805). This transformation made
companies focus on their customers, especiallyjneim behavior and needs. The change
of focus by the organizations increased the netyetescollect and understand customer
data. With this information organizations are capaiif improving their innovation
capability (Chen et al., 2003).

Innovation can be defined as the process of usingvaidea or concept into a
product or service that will create or add valud #rat will make the customer pay for it
(Teece, 2010).

A concept like innovation is not easy to define am@ven harder to apply the

concept to the business environment. Urabe in 1988) defines: “Innovation consists
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of the generation of a new idea and its impleme@nrianto a new product, process or
service, leading to the dynamic growth of the maloeconomy and the increase of
employment as well as to a creation of pure pfofithe innovative business enterprise.
Innovation is never a one-time phenomenon, bubhg énd cumulative process of a great
number of organizational decision-making processging from the phase of generation
of a new idea to its implementation phase.”

In order to achieve innovation and consequently ptiive advantage the
organization needs information about the market isiccustomers (Bryson, 2011).
According to Bryson (2011), the sources of inforioratcan be internal or external. In
terms of internal sources, employees can be rezednas a very important asset
regarding their contribution to new product develgmt. Employees have inputs and
inside information of all business issues (inclgdproducts, resources and processes)
that can be converted into new ideas, new produadsalso new business processes. The
other source of information is external - organaad, customers or trends can be good
indicators of where the opportunities are and hbe ¢rganization must proceed to
guarantee them (Bryson, 2011).

Innovation has been studied by the internationadamy about the impact of
innovation capability on organizations. Innovaticapability is the ability of an
organization to present and develop new ideaspitatide in a short or long period of
time some advantage and profit (Nisula & Kiantol20 Innovation capability can be
defined as the ability to develop products that tntke needs of the market by using
technology. Innovation capability is the skill ofing new technology to create new
opportunities (Alder & Shenhar, 1990).

Ernst & Young Corporation (201P) defines four main categories to achieve
innovation capability at a perfect level: (Customer insight - to develop innovation
companies must know their customers and underskemndneeds and how products and
services can really resolve those problems;R@pple and Culture- to accomplish
innovation capacities the mindset must be chartgesimeans that the company and their
employees must be prepared to adapt the productgasding the customer insight; (3)
Research and Development (R&D) it is critical when we are talking about innowati
capabilities. After having the customer insight #melcorrect mindset, a company’s R&D
must ensure that they produce and have a corrkzetdeabetween the available resources

2 http://www.ey.com/GL/en/Issues/Business-environment/Innovating-for-the-next-three-billion---Our-
innovation-capabilities-model
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and the production capability to achieve in timeustomer needs; and finally, (4)
Operations and Business Model -to achieve innovation capability most of the
companies try to change their pricing structure lansiness model to develop products
and services that better suit their clients.

Organizational innovation is the implementation @&f new organizational
methodology and internal process (OECD, 2005). T&isot just a change in the
organizational way of dealing with stakeholderd,dlso what defines the organizational
innovation is the result of strategic managemenisitens (OECD, 2005).

Implementing the best practice in the market andl meethodology in terms of
procedures and routines is considered organizdtieamaovation. Organizational
innovation includes intra-organizational and inbeganizational dimensions. Thus, when
a new methodology of work is established, the campaust focus not only on internal

dimensions, but also on external dimensions (Arrstieruet al., 2008).

2.4.Customer Relationship Management
2.4.1. Definition

The concept of customer relationship managemenM)AR much discussed in
the academic environment with numerous definitiand determinations, so there is no
universal definition (Ngai et al., 2009). Swift (D0 p 12) defines CRM as “enterprise
approach to understanding and influencing custobwravior through meaningful
communications in order to improve customer actjaisi customer retention, customer
loyalty, and customer profitability”.

Despite several definitions of CRM, we can statt tBRM can be seen as a
company's overall strategy, designed to optimizefiability, profit and customer
satisfaction through the internal organization bé tcompany around the customer
segments to ensure value creation for both the aagnpnd the customer (King et al.,
2005).

Modern companies are facing intensifications ofcv@petition in global markets
and rapidly change of the needs and wishes of déimgtustomers (Wei-wei et al.,
2010). Customer data and information must be acatifocus for companies. The
knowledge companies have about customers is aiwgygrtant and valued resource

(Khodakarami et al., 2014). By combining good orgational structure, processes and
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personal skills, companies can achieve successustomer knowledge creation
(Khodakarami et al., 2014).

2.4.2. Components of Customer Relationship Management

CRM is the combination of tree main components (tdeza et al., 2007):

e Processes — the way customers relate with the agmpat only directly but also
indirectly. This component depends on the areausiness of the company.

* Human factor — the base for every business. CRab@t managing and improving
the relationship between the company and the custoiuman factor is the
component of CRM where the company defines hows igaing to handle the
connection with the customers.

» Technology — the component that facilitates the lementation of a customer
oriented strategy. The key to success is to knowwtechnology is adequate to the
business and to the customers. Many projects aemmgntation of CRM application
fail because of incorrect and inappropriate expixta regarding the business model
of the organization (Steeel et al., 2013).

In order to create, maintain, and re-establismg term loyalty relationship with
customers, companies are implementing relationshgrketing principles through
changes and adaptations to dynamic environments.iniplementation of relationship
marketing principles combined with customer relasioip management applications can
also be a way to successfully establish the relahip and loyalty with customers. (Chen.
et al., 2003).

Chen & Popovich (2003, p. 673) determined that C&Mlications are not just
technology applications for support of operatiodmjt also, when successfully
implemented, the “cross functional, customer-drjveathnology-integrated business
process management that maximizes relationshipsrawmpasses the entire company”.

Khoradakarami & Chan (2014, p. 28) defined CRM mapions system as a
“group of information systems that enable orgamiret to contact customers and collect,
store and analyze customer data to provide a cdrapséve view of their customer”.

Main categories of CRM applications system:

e Operational CRM - This type of system is generally used to in@e#se
productivity and efficiency of the CRM process tigh automation (Khodakarami et
al., 2014). Operational CRM is the category of eystthat deals with the
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organizational processes directly linked to thetmuers, for example front-office.
The contact and relationship between the custontktiee organization is maintained
and improved with this type of CRM application gyst(Berson et al., 2000).

* Analytical CRM — The capability to collect information of the tusers is one of
the most important foundations of a CRM strated¢hadakarami et al., 2014).
Analytical CRM system combining several processkslaia analysis, like data
mining, data warehouse and web mining provide kedgé about individual
customers. This data analysis provides the comwéhycategories and structure, and
analyzes large amounts of data to discover custeknmwrledge (Khodakarami et al.,
2014).

e Collaborative CRM — The experience of customer and customer beharer
sometimes hard to evaluate. For that reason, atégjory of CRM application system
is relevant. Collaborative CRM systems manage anddaidate the communications
channels both internal and external in all custoro#aboration points. This category
improves the capability of the company to commueiand to understand the real
impact of websites, email communications, custopeetals and video conferencing

in their customers and employees (Khodakarami.g2@14).

2.4.3. Customer Relationship Management and Innovation Caability

Customer relationship management and innovatiomlahty are two distinct
concepts. Nevertheless, Lin et al (2010, p. 113)liped a study connecting
Customer relationship management and innovatiomtubty. The application of
CRM systems to create a developing customer relsttip and enforce long-term
relationships are, according to Lin et al (20101p5), key strategic elements for
developing organizational innovation capabilities.

In their research Lin et al (2010, p. 113) predeat main dimensions to analyze
CRM activities: (1) Information sharing; (2) Custeminvolvement; (3) Long-term
Relationship; and (4) Technology-based CRM. Theasedsions are based on the
interaction between the organization and theirausts.

Firstly, information sharing regards how crucial information and knowledge is
traded between the organization and the custonsees r@sult of market demand,
customer preferences, and new products releaseeflah, 2010, p. 113). Secondly,

customer involvementconcerns the contributions of customers on the&gton of
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new products and services. Customers frequentlyjigedetter knowledge of present
and future demands of the market trends (Lin et28l10, p. 113). The dimension,
long-term partnership, worries about a critical factor in a market, tnest and
commitment between an organization and the custmepartnership is a business
connection among two or more partners that havealetpenefits from this
relationships (Lin et al., 2010, p. 113). Finallygchnology-based CRMconcerns
the way how organizations uses technology to impr@RM activities and has
technology support to customers, like CRM softwsystems. (Lin et al., 2010, p.
113).

The study of Lin et al. (2010, p. 114) also progidémensions to scrutinize
innovation capabilities in organizational enviromheProduct innovation; Process
innovation; Marketing innovation; Service innovatjdAdministrative innovation.

Primarily product innovation is a dimension that considers all factors thagaff
the development and upgrade of new products ingeavfnfunction, quality and
consistency, taking the market trends and custorfesdback. The activities of
developing and upgrading the methodology of theawization’s procedures and
introduction of new concept to it, are relatedpimcess innovation The third
dimension referred by Lin et al. (2010, p. 114)narketing innovation, mentions
activities regarding the marketing and communicatibthe organization, like market
research, pricing strategy, customers segmentatiosh marketing information
systems. Another dimensionssrvice innovation like product innovation regards
all factors that affect the creation, developmemdl apgrade of new services to
improve customer satisfaction. Finallgdministrative innovation concerns the
modifications on the organizational structure omadustrative (Lin et al., 2010, p.
114).

The literature review on the relation of CRM andadwmation captivities is very
restricted and recent, although the orientatiorthef two concepts is not yet fully
understood, CRM has a positive effect on innovatiapabilities of an organization
(Lin et al., 2010) (Zablah et al., 2004).
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3. Research Method

In this chapter the necessary steps to executegbemrch project are presented.
The chapter is divided in three main parts: firat,complete description of the
implemented methodology, from the theoretical backgd up to the final conclusions
of the present work. This is followed by the contamalysis of the interviews. This step
was of the upmost importance to this research.llifinae present at the end of this
chapter, the final output of the research projethe proposed model to be proven in

future research work.

3.1. Methodology

In order to correctly achieve our research goaks,fivst analyzed the existing
literature to better understand the concepts ankd between CRM systems, innovation
capability and dynamic capabilities. — The projees set to follow a positivist
epistemology and follow the guidelines of ISEG-UWltérms of ethics and respect for the
authors’ rights.

This master’s dissertation, is part of the researdjpect “Exploring the Role of
Customer relationship management in organizatiomadvation Capability”, which has
a methodology and work process already definedhibdissertation our focus was to
collect and analyze data by interviewing a groupxgierts in the field of work.

The first step of the master dissertation, wastexrdiure review. Following
Khodakarami et al. (2014) approach, we did a systienneview of literature using the
list of top journals in the field of managementamhation systems, marketing and
innovation. This research project considered the following nals: Management
Information Systems Quarterly, Information Systees&arch, Journal of management
Information systems, Communications of Associatimm Computing Machinery,
European Journal of Information System, Decisiopgdut System and Information &
Management, Academy of Management Journal, Acadeinylanagement Review,
Strategic Management Journal, Journal of manageBiewnlies and Technovation. The
period of time was set to 2000-2014 and keywordseweustomer relationship
management, innovation capability and dynamic cdipab
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This process was performed through three mainalitiiraries (B-on, Science
Direct and google Scholar), to ensure we had sefftaelevant articles about the subject
in case.

The results of the first research by non-relateghceds were a portfolio of 825
articles. It is important to understand the basiceach keyword to enable us to have a
first recognition of the theory behind dynamic daipty (190 articles), resource based
view (332 articles), innovation capability (226 ields) and customer relationship
management (303 articles).

In order to explore more deeply the concepts refeand explore the connections
between these we cross matched the concepts with ether. According with
Khodakarami & Chan (2014) the potential of CRM sys$ is not being entirely used, for
that reason in our research in digital librariesormess matched: “customer relationship
management and innovation capability”; and “custonedationship management and
dynamic capabilities” (see table 1 and table 2).

Jiao et al. (2011, p.140) determinate that “innovastrategy is a key-driving

factor for dynamic capabilities”, and in our resdawe combine these concepts.
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Author

Title Research questio Researsch Methoc Research findings

Some details

Keramati, A, et Al -2010

Rapp, A et Al - 2010

Beldi, A, et al - 2010

Johnson, D et al - 2012

Garrido-Moreno, A et al - 2011

Trainor, K et al - 2014

Ku, E - 2010

Toriani, Sand Angeloni, M - 2011

Coltman, T - 2007

Ritter, T and Andreson,H - 2014

Lin, RJet al - 2010

A process-oriented perspective on Specify what resources are importante for

customer relationship management andlmplementlng CRM processses; Case study about iranian internet servicehan tecnological CRM resources;

B .. Demonstrate diferrent perspective on CRM; . X y - X -
organizational performance: An emplrl(:% ! 3 persp AN ' providers usisng a field survey > Organization with CRM process capabilities moratune have better
X S isplay how and which mechanisms CRM creates o X

investigation organizational performance;

value for the firm;

> CRM process are more affected by infrastruct@RM resources rather

> CRM technology capability and customer orientatiave a positive
How Technology and complementary resources sBervey (sample 215 responses) to top association with the development of durable custorekationships;
bundled to form capabilities that foster durable management teams in firms representii > Customer-linking Capability has positive relataip with Customer
customer relationships? broad cross section of US based industrieslationship performance and that the rapidly cdroes in the external
environment moderates this relationship;

Performance implications of customer-
linking capabilities: Examining the
complementary role of customer
orientation and CRM technology

Managing customer relationship How a "Team project manages CRM
management projects: The case of a leliggolementation projects sucessfully, across the
French telecommunications company diferrent phases of implementation process?

Case study ot the "client Branch" of a
large telecommunications company in
france

> The success of a CRM implementation project indireg in three
distinct phases: Planning, Piloting finally Rodiiout

Exanimate the motivational effect of market
Customer relationship management growth rate and customization requirements, anc the
processes: How faithful are business-to- technology and information integration capabiliti=s
business firms to customer profitability? of the firm as determinants of firm adherences to

threating customers according to their profitapilit

> Firms are better at maintaining customers acogrth their profit
potential than acquiring customers according tartpeofit potential;
> Going after customer profitability has limitedpact unless is being

firm more customer-focused,

. > The proposed factors have a positive influenc€E®RM success;

Is knowledge management the main factor that N I N

. . . Introducing KM initiatives or CRM technologiese®not generate
determines the sucessful implementation of CRV 8ruvey (sample of 153) to 3-5 star hotels ) .

) . advantages for the firm or translate into a posiiimpact on the results.
Are there other factores that are also relevant? located in Spain . I )
W . . . To have success in this initiatives the firm musinpa change at the
hat is their role in CRM success? -
organizational structure;

Analyzing the impact of knowledge
management on CRM success: The
mediating effects of organizational fact:

Social media technology usage and How social media technology usage and customer- Conceptualization and measurement of Social CRpbility and

customer relationship performance: A centric management systems contribute to a firmsurvey (sample of 308) to to| . " L X Lo
PP N Y v ( P ) P and social media technologies in Social CRM cajtsbil

capabilities-based examination of socia level capability of social customer Relationship management teams of industries in USA . N
> Proved the existence of complementarity betweRMGystems and
CRM management (CRM)?

emerging technologies like social media applicasion

> Discovered multidimensional measures of factbet influence CRM
profitability through CRM that are intuitively appkng and reliable;

> Customer orientation cultuture and informatiomlijy as anteceents of
CRM influence the lodging industry service process;

> CRM success not only considers technology oresgstquality but also
concerns service concept and operation procedures;

Peterminale How customer-orientated firms uses;Sur.vey (s.ample Of.235) to hotels in
no. Taiwan wich have implemented

information systems to affect CRM profitability N
information systems

The impact of customer relationship
management through implementatio
information systems

Examine the role of CRM as a support for
knowledge management and to develop strategie
relationships with the customer, based on the
gssump!ion that they are determining factors for
organizations customers;

> This case study demostrated that the firm haseomer data
. . _management systems by ana appropriate technoldgichAnd developr t
Survey (sample of 13) to an information B .
. . meet the needs of the company, it works with a rhodenowledge
technology company in Brazil X A .
management that provives a definition of stratefpesustomer

relationship and perfornance assessment

CRM as a Support for Knowledge
Management and Customer Relationshi

> Demonstrated the importance of an clever commmabf human and
technological capabilities is required to succdigshchieved improved
Can superior CRM capabilities improve Can Superior Capabilities improve performace in Field interviews and a Survey (sample ofperformance;
performance in banking Banking? 45) to Australian Banking industry > |IT Infrastructure is a necessary capability adoiés provide a basic for
detailed customer information required to suppoatdeiling and informed
human decision making;

> Based on the assessments of customer profitahilitstomer
commitment, and growth potential, the positionifgive given customer
relationship in the portfolio allows managers toedeninate appropriate
customer relationship strategies and appropriatBopaance indicators ;
> Framework Six-pack portofolio for ralationshipattegy development

A relationship strate: erspective on " . .
) X P " N p» .p Develop a three dimensional portofolio model fo-
relationship portfolios: Linking customer_ "~ . . . AT . "
L . business relationaships wich distinguishes among §lase study - 3 diferent studies
profitability, commitment, and growth

By . . diferent categories
potential to relationship strategy 9

Investigate the effects of various dimensions of
Customer relationship management andcustomer relationship management (CRM) on  Data from 107 Taiwanese computer
innovation capability: an empirical stud/innovation capabilities. Five dimensions of CRM manufacturers are collected.

five aspects of innovation capability are ideretdfi

> The following results are offered: computer maetifirers in Taiwan
perform various levels of CRM and, consequentlgpldiy different levels
of effects on each of the five innovation capaieit Generally, firms are
able to increase their innovation capability byhad CRM;

Table 1 - Literature review of CRM linked to Dynangiapabilities
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demonstration of the influence of customer-centt@nagement systems

The integrity and harmony between different compusef CRM have a
crucial role in CRM’s ability to cretae value tdimm.

The framework presented, highlights the importasft€RM resources
(technological and infrastrutural) on obtaining quetitive advantage
through the creattion of CRM process capabilities;

This study has a cross-sectional nature wich makarid to understand the
order of effects and make it infercausality. T hisly also suggested that is
necessary to examine intermidiate variables, lilekating capabilities,
whem you are trying to understand how informatienohnology resources
relate to firm performance.

The implementation of a CRM project affects two éimsions in the
company: Technological and organizational (Imp&&devolution in
business processes and structure.

Presentation of Features of observed CRM implentérigroject and
recommendation for improvement.)

The Customer equity faithfulness conceptual framrévis the baseline of
this paper. To accomplish better firm performana® have guarantee
customer focused structure combined with Custoroguisition and

complemented by a comprehensive range of initiataimed at making tt customer maintenance faithfulness by using marketlition and Firms

resources

The integrated framework proposed demonstratesatdters affecting
CRM sucess . Is demonstrated the role of the orgsioinal factors in the
influence of other considered factors on CRM sss¢énancial and
marketing results). Literature reviw of Knowlegdeamagement capabilities
and organizational variables: CRM techonlogy anst@mer orientation

Demonstrated that investement in social media teldgy can provide
firms with relationship management benefits. Sogiabia technology used
alone doesn’t have a direct effect on the relatignperformance
outcomes

CRM is a top issue for business particularly foe thusiness strategy,
information technology and marketing managemenmg&imust deliver
the highest value to customers, by better commtioicafaster delivery,
and personalized products and services. CRM isssdunctional, customer
driven, technology-integrated process managemeatesfy that maximize
relationships and includes the entire firm.

This a good example of CRM use to support Knowledgmagement and
to develop strategies of relationship wiht custosnéut the author
recommended some actions to maximize the use o G4 for staretgic
management

Customer Knowledge alone is no guarantee for sscdesp manager in
highest performing banks are still skeptical albihe potential of CRM to
improve productivity and competitive standing. Bjimg together the
necessary capabilities is not an easy tasks, mes wey are brought
together is why CRM can be a source of competitisheantage.

The development of six-pack portofolio (Based onfjtability;
commitment and Growth potential) is a usefull téa managers to gain &
better understanding of their customer portofohal &he business potential
of this customer portofolio.

The findings suggest that not all CRM activitiesitdbute to innovation
programs, which clearly indicates the need for pipgl other mechanisms,
such as supplier integration, to form a completeiration program.
Managers should align the development of their Bapmanagement and
CRM practices with the desired innovation capapilit
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Author

Title Research question Researsch Method Reseglr findings Some details

Khodakarami, F, 2014

Raman, P et al, 2006

Kim, B, 2008

Yangm Y, 2010

Pedron, C et Caldeira, M, 2009

Exploring the role of customer

relationship management (CRM) systems

in customer knowledge creation

Leveraging Crm for Sales: the Role of
Organizational Capabilities in Successful
Crm Implementation

Mediated Effects of Customer Orientatiqn

on Customer Relationship Management
Performance

Service capabilities and customer
relationship management: an
investigation of the banks in Taiwan

Customer relationship management
adoption: using a dynamic capabilities
approach

Case study in:

How CRM systems support customer knowiedge A) Electornics organization; > Analytical capabilities of the CRM system to liéeetively must be

supported by a volume of customer data and IT sskill
>Operational CRM systems strongly support socitiimawith customers

The author belives that organizations to need DYNBMAPABILITES,
Creation? B) Health organization; to create, acquire, integrate and use knowledge.

C) Education oragnization;

. . > In order to transform CRM from a tecnologicabt®o na advantage-
Explorlng lh? factors tha.comrlbute to su.ccee.l CﬁMerviews by email with CRM experts a producing resource, the authors set that firmslistfogus on developing
implementation as experienced by users in priva &RM users - based on a framework four main organizational capabilities: Organizatiblearning; Business
sector process orientation; Customer-centric orientatibask-techonlogy Fit.

The authors determined the four capabilities idéetiin the paper are
essential to a successful implementation of a CRElgaining a positional
market advantage

The author doesn’t use the concept of dynamic dbfied But he agrees
that competitive advantage is connect to committegloyees who are
cultivated mainly thought training. The author def Training as a
systematic process developing employee knowlediis, and attitudes for
occupations and tasks to be assigned and futurelajeed.

How customer orientation can simulate employe:2 > Trainnig orientation and customer-informatioropessing mediate the

rainning and customer information processing Interviews to independent restaurant  effect of customer orientation on CRM performance

capability when frims implement CRM? owners and mail survey > CRM performance can be achived by a correct msing of customer
information. Monitoring emerging and changing custr needs;

The author demonstrate that banking industry hgreat need of
capabilities due to the complex and dynamic enwvinent. He try to
understand how HR, IT and Marketing knowledge céjpigls affect CRM
performance. This capabilities are used to meebausr needs and delive
high quality product.

Is CRM performance in the banking industry > CRM lays in the interconnected effect of manytées, not only IT;
. . Case study based on a framework to the s . .

enhanced differently by each independent . | in Tai s banki > CRM performance is highly effect by HR, IT andideting service

capabaility in the set: HR, IT, Marketing knovwedqr(;e]zz:rz ayersin Tamwan:s banking Capabilities; Banks must build a long term CRM asaon with their

and or their interations? customers

. - . . . > Organizations must develop an internal culturerted to customer The authors tried to observe CRM as an organizatidynamic capability.
What are the dynamic capabilities related to a CIRB&se Study in a large telecommunitcation .~ o . L
. relationship; The authors believe that organizations who adop¥iGRategy have a
strategy? company based on the dynamic . . . . L . s .
- P > Organizations have a big challenge in hands, Hoarchestrate dynamixompetitive environment and the organization shéatdis on a dynamic
How a company can use does capabilities? capabilities framework

elements (process; structure and technology) aguptd their history; model to achieve success.

Table 2 - Literature review of CRM linked with invettion capability
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Based on the results from the systematic literatexeew we developed the
interview guide. The interview guide has four meategories of questions (in appendix
1): (1) introduction, (2) CRM in the organizatid@) evaluation of the CRM system and
finally (4) CRM and innovation capability. The majg of the questions of the interview
guide were adopted from Khodakarami & Chan, (20B4)di, et al, (2010), Raman et
al., (2006). However, it was necessary to incongorher questions to achieve the
objective set out in this research project andrtdenstand the role of CRM systems in
organizational innovation capability.

Given the purpose of this research, non-standatdiaed semi-structured
interviews were conducted. This type of intervievbased on key questions that support
the conduction of the interview. However, it givsme freedom to the interviewer to
adapt the questions and their sequence duringitéeview process. By using this type of
interview, we have the flexibility to adjust theienview guide according to the type of
interviewee (Saunders et al. 2012).

This type of interview allows to adapt the quesdidn the interviews: some
questions are appropriate for academics while stiveuld only suit a consultant.

The interviews took place during the period of B8 August to 18 of September
2015, they were audio-recorded, always with therinéwee’s permission, in order to
collect data more accurately and enable verbatamstription of the interviews
(Saunders et al. 2012).

The number of interviews was established considgdhe saturation effect (Yin,
2009). The saturation point in this research wasra interviews. As previously
mentioned the interviewee’s were selected due ¢ #tmowledge and professional

experience, in the table 3 is possible to analjeeptofile of each interviewee.

Interview ID Interviewee profile Interview location D ate of interview Duration
El- PGA CRM adacemic Via Skype 13-08-2015 1 hour
E2 - AM CRM specialist Oracle 18-08-2015 1 hour
E3 - JF Information systems acadernic ISEG-UL 26-086201 45 minutes
E4 - MR CRM adacemic Via Skype 28-08-2015 1 hour
E5 - RL CRM consultant Noesis Tagus park 01-09-2015 ourh
E6 - LG CRM consultant Via Skype 02-09-2015 1 hour
E7 - LM Sales Force director Makro Portugal 03-09-2015 30 minutes
E8 - PE CRM consultant Via Skype 09-09-2015 1 hour

Table 3 - Interviewee’s profile
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After each interview it was executed a verbatinmgription to examine the
content. We used the NVivo 10 softwéréor the analysis of the transcriptions. This
software was selected because it allows to analgnenumerical and unstructured data
(Gibbs, 2002). Additionally, this software permitee execution of the technique and
assumptions proposed by Bardin (1977). During tbatent analysis method we
considered all the categories and sub-categoriggedefrom the systematic literature
review (Bardin, 1977). According to Gibbs (2009 taddition of new categories could
have been taking into consideration but the ineaveie’s knowledge did not allow this.

The initial categories and sub-categories usetieranalysis were adapted from
the research: “Customer relationships management ianovation Capabilities:
empirical study” (Lin et al., 2010), previously éaimed on chapter 2.4.3.

With the results from the content analysis and thasethe literature review it was
possible to introduce a research model relatingcttegories and sub-categories to
explain “How organizations can create innovatiorotigh CRM initiatives?”. In the
proposed model some hypothesis were set to baltaste evaluated in future research

work (chapter 3.3).

3.2.Data Analysis

Concerning theory refinement via interviews andhwiite help of the Nvivo
software, we were able to analyze the relationsbtpreen the implementation and usage
of CRM systems and the organizational innovatiqrabdlity.

The results of the eight interviews gave a goodsetformation and knowledge
regarding the problem statement and research que3ihe Nvivo software assisted the
content analysis and enabled the execution of abgaeries. The queries provided some
interesting facts and relations between statenddrite interviewees.

The first query performed was a word frequency gu€&he result of this query
can be analyzed in figure 2, the words with higltequency in the interviews were:
CRM; organization; customer; system and capalslitt’com the result of this query we
can assume that the interview guide and the andwéh® questions were aligned with

the purpose of this research project — appendix 2.

3 Nvivo 10 license Key: NVD10 - LZ000 - CH010 - KRYS8
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For each category and sub-category, a “node” weeted in the software and we

were able to establish what was said and how mengsta particular “node” was

mentioned during an interview. To ensure the vlidnd consistency of this procedure,

the analysis was made by reviewing all statemeinésach interview and classifying the

statements according to the categories establlsheoh et al (2010). The detailed results

of this analysis are presented in table 4.

Node Name Interview ID Number of
References
El-PGA E2-AM E3-JF E4-MR E5-RL E6-LG E7-LM B3-PE
CRM
Long-term partnership of of of of of of of of 28
Information sharing of of of of of of of of 43
Customer involvement of of o o of of o o 47
Technology-based CRM of of o o of of o o 41
Innovation Capability
Product innovation of of ® of of of of of 27
Process innovation of of of of of of of of 75
Administrative innovation of of of of of of of of 38
Marketing innovation o o o s o ® o ® 13
Service innovation o o ® of o o of of 25

Table 4 - References made per dimensions and cjeshiih the interviews
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The results of the procedure described above shbwas the academic or
professional experience influence the type of kmolge of the interviewee’s. For
example an academic specialist in information systénterviewed did not have any
statement about product innovation or service iatiom. His knowledge and

contribution were focused on CRM systems, marketingovation and process

innovation.
Node name Interviewee profile
CRM CRM CRM Sales Force IT/IS
consultants acadcemics specialists director academic
CRM 60 51 21 19 8
Long-term partnership 12 8 4 3 1
Information sharing 17 12 4 8 2
Customer involvement 19 16 4 € 2
Technology-based CRM 12 15 9 2 3
Innovation Capabhilities 70 48 27 20 13
Product innovation 11 7 6 3 0
Process innovation 30 16 11 11 7
Administrative innovation 1< 15 3 3 3
Marketing innovation 2 4 3 1 3
Service innovation 13 6 4 2 0

Table 5 - References made per dimensions and caigstlily interviewee profile

In table 5, it is possible to analyze by interview®ofile how many references
were made to each category. The results demorstthi CRM consultants (3
interviewees) and CRM academic (2 interviewees)ewdre interviewee’s that
contributed most, in term of quantity of referendaghis table 5 it is demonstrated again
that process innovation and customer involvemeatthe categories more relevant,
regarding the interviewees knowledge. Marketingowation is the category least
referenced, as previously announced. The expeastisach interviewee influenced the

final results.
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3.2.1. CRM Dimensions and activities

The analysis of the interviews was focused on €@RM dimensions as explained
in chapter 2.4.3. The dimensions analyzed are lteng- partnership, Information
sharing, Customer involvement and Technology-b&RM. Some other subcategories
could be defined but there were not statementagpat them.

The dimensions established were supported by thiewees with direct or
indirect references to each category (figure 3)cdkding to the expertise of the
interviewees and references made, it is suppohtedniportance of each dimension in

CRM systems’ implementation and organizations’ ttgy@ent.

CRM dimensions references

TECHNOLOGY-BASED CRM
CUSTOMER INVOLVEMENT
INFORMATION SHARING

LONG-TERM PARTNERSHIP

0 20 40 60 80

Figure 3 — Distribution of references per CRM dimensiin the interviews

Another important fact is the unanimous opiniort t6RM systems can provide
several benefits to the organizations, but mustdsebined with a shift of the internal
and external processes of dealing with all stalagrslin the market, especially with
customers.

The dimensiorlong-term partnership is part of the CRM strategy to achieve
innovation capability (Lin et al 2010). The partsi@p between organization and
customers can be improved with the CRM systemdh Blaénts and organizations have
the ability to develop the communication and pregref information between them. This
partnership built from both sides brings advantag®sonly to the client but also to the
organization — see table 6.

According to all interviewee’s, CRM systems hawedapability of gathering and
organizing information that can be used to credate@picture of the customers. It also
has the capability of improving the relationshifpmoEen customer and organization. The
customer feedback about products and services d@sme an important factor when

organizations create and introduce new solutiotsganarket. CRM systems enable the
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proper treatment of this feedback while enhancimg $uccess of new products or
services.

In terms ofinformation sharing, this dimension may lead to the development of
new organizational capabilities (Lin et al., 201@QRM systems have the competence to
create a customer database, and provide a seblsftm manage information. Having
information about the market and about customeirm®rtant, and the implementation
of a CRM system can be a turning point in the oigion’s capability to manage
information. According to the interviewees (E1-PGA2-AM, E4-MR and E5-RL),
information management is crucial for an organ@atnot only because of information
regarding customers but also for the current négesthaving a single application to

manage customers’ information across the entirarorgtion.

Dimensions and activities Sources References
CRM 8 159
Long-term partnership 8 28
Improving management of whatever customers suggest 5 6
Customers provide suggestions for new productssamices 5 5
Providing customized products and services to kest@mers 1 1
Actively stresses customer loyalty or retentiongreons 2 2
Interactive, two way communications with customers 5 6
Long term development and successes with customers 4 8
Information sharing 8 43
Sharing information with customers 7 20
Sharing product demand with customers 7 18
Sharing inventory information with customers 0 0
Jointly makes production plans with customers 3 3
Customers warns about events that affect supplying 1 2
Customer inwolvement 8 47
Customers involved in NPD activities 1 1
Customers involved periodically reviewing operaton 8 20
Customers involved in the modification of products 3 5
Customers involved regarding market evaluations 5 12
Customers involved regarding processing technology 6 9
Technology-based CRM 8 41
Call center and contact centers used to deal mifractions with customers; 2 2
Sales force automation to analyses customer tréfderd all interactions 7 10
MIS to collect customer trade-off information ardintegrate databases 6 15
Integrated CRM evaluation system 5 6
Perfect web-based customer interaction 2 3
Data warehousing and Data mining to identify poisdrustomers 5 5

Table 6 - Interviewees references made by CRM dirnessand activities

During the interviews, all interviewees referredtb@ relevance of having an
information system, like a CRM application, to gaitze information about customers,
products, services and processes. For some intexege the capability of information
management is one of the main attributes that agaons look for when developing

and implementing CRM system — see table 6.
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The process of transforming information into knadge for the business is
complicated, according to some interviewees (E2-#i E4-MR). CRM systems have
the ability to enforce this kind of process.

Customer involvementdimension has a connection with long-term partriprsh
because it refers to how the customers are usethéocreation and development of
products, and this only happens where there iagpartnership between organization
and their customers (Lin et al. 2010).

Several interviewees (E1-PGA, E2-AM and E4 —MR)edve example of the
telecom sector in Portugal, a sector with a higiellef competition between all the three
main players (Vodafone; Meo and NOS) where the otost involvement on the
development of new solutions has become criticakder to maintain market share and
competitive advantages. With customer involvemastdrganization is more ready to
adapt its offers to the market trends or custontimemeet a specific customer need.

According to references from interviews (E4-MR)uStomer involvement is a
process that requires time”. With the implementatbb a CRM system the process may
have two kinds of outcomes: it can improve customeolvement and be a success or,
in some cases, be a complete failure taking thanizgtion to a setback in the relationship
with their customers (see table 6).

Finally, Technology-based CRMdimension is not directly referenced during the
interviews. The investment in technology is a delessubject to discuss when associated
with CRM, due to the complexity of the implementatiproject (Maklan, 2005). In the
literature review and also based on the intervie®®M is assumed to be an
organizational strategy or new mindset, and nahormation technology application.

For all the interviewees, CRM is seen as an orgdioizal strategy that can take
a business model to a different level, more focusedthe clients and their needs.
According to them, a CRM system only supports audllifates the implementation of
that strategy based on new organizational processesmted to customers. The
information systems academics interviewed oftentiopad that technology does not
resolve organizational problems but it can helprimap business processes.

CRM systems are, for all interviewees, good infdramaapplications that can
bring benefits to the organization if the organ@ais able to perform structural changes
before using the technology. The technological iappbn adapts to the business

processes, not the other way around — (table 6).
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3.2.2. Innovation Capabilities

The innovative capabilities taken into account amdlyzed in this research
project were: Product innovation, Process innovatidarketing innovation, Service
innovation and Administrative innovation. Some otsabcategories could have been
defined but there were not enough statements foostifinem. The innovation capabilities
established were supported by the intervieweeth, diiect or indirect references to each
category (figure 4).

Innovation capabilities dimensions references

SERVICE INNOVATION
MARKETING INNOVATION
ADMINISTRATIVE INNOVATION

PROCESS INNOVATION

PRODUCT INNOVATION

During the interview phase, all interviewees weskea the same question: “How
would you describe innovation capability?”. Thewsass to this particular question were
very enriching and exposed a wide range of waysxfdain the concept. Some answers
were more elaborate than others, but we were aldegport the definition established in
chapter 2.3.

Innovation capability, according to the interviewedas the ability of an
organization to use process, technology or persmpérate more efficiently, better or
different in order to create or bring more valught® company; this value can be financial,
procedural or both.

The first capability under analysis®Psoduct innovation — it refers to the ability
of an organization to present and launch new prisdared also enlarge the market (Lin
et al, 2010). The contribution of CRM systems camlgood source of product innovation
due to the analytical capabilities of this kindsgstems and especially due to a different
way of interaction with customers — (see table 7).

According to some of the interviewees (E1-PGA, EA;NE4-MR and E5-RL)
the change in ways organizations are dealing wigitamers is a platform for innovation.
This is due to the partnership that is establisbetiveen the customer and the
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organization. Currently, with all the communicatiomannels that organizations use to
interact with customers and the amount of infororashared, product innovation can be

improved with the use of CRM systems.

Dimensions Sources References;
Innovation Capability 8 178
Product innovation 7 27

Launch new products 4 6
Extends number of product lines 5 7
Engages in NPD to obtain patents 0] (0]
Enlarges new markets 4 4
Launch customized products according to market desa 6 10

Process innovation 8 75

New process technology 8 40
Obtain process technology patents 0 0
Adopt advanced CAD/CAM equipment 0 (0]
Adopt advanced real-time process control technology 7 21
Import advance programmable equipment 6 14
Administrative innovation 8 38
Adopt innovative reward systems 0 (0]
Adopt innovative work designs 3 5
Adopt innovative administration aiming at NPD 0 0
Engages in organizational reconstruction for purguperational efficiency 8 16
Engages in business process re-engineering 8 17
Marketing innovation 6 13
Leads innovative prancing methods in markets 0 0
Leads innovative distributing methods to markets (0] 0
Leads innovative promoting methods to markets 2 3
Continually enlarges potential demand market 3 4
Utilizes advances CRM systems in markets 5 6
Service innovation 7 25
Imports innovative systems to enhancing customasfaation 7 13
Imports innovative claim clearing procedures anthwds 2 5
Imports innovative sales support service methods 5 7
Adopts innovative order management and follow-ugteyns 0] (0]

Table 7 - Interviewees references made by innonatapabilities and activities

The second capability analyzedRsocess innovation This capability was the
most referenced one during the interviews, withréferences to it (see Table 7). It is
about new organizational process technology, uggrathd changes in organizational
process, and also advanced real-time process ttethmology.

By analyzing the references made regarding thisalwéfy, one is able to
understand how critical are business processes twrganization and furthermore the
continuous adaptation of those processes to cussaame market changes. According to
interviewees (E1-PGA, E2-AM, E3-JF, E4-MR, E5-RIddfB-PE), technology does not
fix organizational and structural problems. Therefat is essential that organizations
solve their structural problems before investingaohnology and, particularly, CRM
systems.

Companies must be organizationally mature and baseess processes that are

fully implemented and tested in order to succeetnelogically.
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CRM systems can be a trigger for many improvementsorganizational
processes, especially processes regarding custoametstheir information. These
improvements can be sensed in processes of infamabanagement and sales
automation, enabling workers to performer less ineuiactivities, according to the
interviewees (E4-MR, E5-RL, E8-PE).

Another aspect that CRM systems improve in term@a¢ess innovation is real-
time process control towards customers. This imgmment has a direct impact on the
response timing to customer’s solicitations forrapée — see table 7.

The capability, Administrative innovation is the ability of an organization to
execute and adopt new work methodology and to aeloperational efficiency (Lin et
al.2010). This means exploring the current busimpéas of the organization and try to
find innovative ways of executing the business psses to achieve efficiency.

The interviewee, E4-MR, referred that administmatiinnovation “can be
improved with CRM systems regarding the businesscgmses associated with
customers”. CRM systems can help an organizatidrnieae operational efficiency
through operational reconstruction and businessgsre-engineering.

The operational reconstruction and business praeesgjineer must be supported
along the organization structure to succeed, and ttabe aligned with business strategy.
CRM system implementation must be part of thatteyg to accomplish operational
efficiency, otherwise the CRM is going to fail alpdsiness processes will be inefficient,
according to the interviewees — see table 7.

Marketing innovation was the less mentioned capability, during therundgvs.
This capability concerns the ability of an orgatima to innovate in pricing and
promotion methods and also the ability to enlargeemtial market demands (Lin et
al.2010). Even though it is the least referenceghbdity, it is extremely important
because marketing is about customers and whichupt@d services are suitable for each
client, and CRM systems provide better knowledgruali.

According to the interviewees (E1-PGA, E4-MR andAd5, CRM systems can
create an internal and external dynamic interdepartal interaction, where marketing
assumes a relevant part on the interaction andosuppthat dynamic. CRM systems
must be transversal in the organization, and midgehust improve their processes to
improve the content creation based on customebgedand internal experience — see
table 7.
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Finally, Service innovatia is the ability of an organization to enhance consr
satisfaction. Improving customer satisfaction mbst a continuous process (Lin et
al.2010). A business plan only works when custorasgsatisfied at all levels, according
to some of the interviewees (E4-MR and E5-RL).

Service innovation can be accomplished with teabgiobl resources, like a CRM
system. Since CRM systems can potentially incré@seelationship with customers, this
kind of information systems are suitable to enhanastomer’s satisfaction, again

according to the responses from the interviewse-{aigle 7.
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3.3. Proposed Research Framework

Based on a deep analysis of the interviews comteaach CRM dimension and
activities as well as on Innovation dimensions @nésd on chapter 3.2.1 and 3.2.2,
respectively, we developed a conceptual model daggithe relationship between CRM
and innovation capabilities. As explained beforig, et al. (2010) presented a conceptual
model regarding the relationship of CRM and innmratcapabilities. The conceptual
model proposed here is based on the informatioieved from eight interviews made in
Portugal to professionals with knowledge in CRM avas adapted from the previous
study of Lin et al. (2010) incorporating the dynamsapabilities framework of Teece
(2007) — Figure 5.

CRM dimensions Innovation Capabilities

Figure 5 - Proposed model linking CRM systems andabyin capabilities
(Adapted from Lin et al (2010) & Teece (2007))

The proposed model reflects the content analysidenta the interviews and
determines the possible influence of CRM systemmedsions and activities in
organizational innovation capabilities. As previguatroduces all categories can have a
particular role in the organization strategy to iaech the main goal. However, is
important to reference that only a dynamic comlimaof all categories can provide a

continuous and sustainable, organizational innowatapability.
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The introduction of the Dynamic capabilities franwelwvin the proposed model
was supported by the fact that only with a dynase&rch for opportunities and managing
threats, can a CRM strategy succeed and achiewgation capability, according to the
content analysis. This dynamic procedure must bexéure of all tree elements of the
framework (seizing, sensing and managing threadst@msformations) and their own
microfoundations.

Another particular aspect of this proposed modeh& the implementation or
usage of CRM systems may help an organization aeloeganizational innovation, if
the model run is dynamic over time and over mackeiges.

Hypotheses Code Hypotheses

The excellence in CRM improves the organizatio@pability of

HI1 sensing and shaping opportunities.

Hi2 The excellence in CRM improves the organizatio@pability of
seizing opportunities.

HI3 The excellence in CRM improves the organizatior@pability of
reconfiguring assets and organizational structure

HI4 The excellence in CRM improves the organizatio@pability of
sensing and managing threats.

HIS The capability of sensing and managing threats eodsathe
organization’s innovation capability.

HIG The capability of sensing and shaping opportungeksances the
organization’s innovation capability.

HI7 The capability of seizing opportunities enhancesdlganization’s
innovation capability.

HIS The capability of reconfiguring assets and orgaiuimal structure

enhances the organization’s innovation capability.
Table 8 - Hypothesis proposed to future work (agiditom Lin et al. — 2010)

With the CRM dimensions and innovation capabilitieferenced in the interview
phase we were able to suggest 8 hypothesis testetltn future phases of this research
project.

If the group of hypotheses are proven to be troéy then can we ensure that
CRM systems can help companies build and developvation capabilities. Otherwise
the proposed model cannot be applied in an orgtmizd environment and cannot

support the investment in CRM systems to suppoivation capabilities.
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4. Final Remarks

4.1.Research implications

Even though the sample of interviews is small, thsearch project allow us to
build an understanding of the CRM systems capagsliin organizational innovation
capabilities in Portugal. The methodology appliethis research paper permits a deeper
understanding of the theoretical background in ues® based view theory, dynamic
capabilities framework, innovation capabilities aaldo CRM. Due to the few project
researches in the area of CRM and Innovation cafyalihe model proposed linking this
two concepts and the dynamic capabilities framework

The capabilities and benefits of CRM systems to mames were taken in
perspective by consultants, academics and mandgeng the interviewees. Concerning
the expertise of each interviewee, it was possiblainderstand which capabilities
influence the ability of a company to achieve oigatonal innovation capability
throughout the implementation and usage of CRMesyst

The results of the interview stated that innovatisoa crucial point in the business
strategy of a company nowadays, due to the higlamymof changes in the market and
customer’s needs. For this reason, the continuoaeps of search and development of
new product and new services (dynamic capabiligmiework), based on customer
feedback can improve the market share and custsatisfaction.

CRM systems have capabilities to help organizataminseve their objectives, but
as referenced several times in this research grdgchnology is not the solution for
structural problems. The alignment of the busimessess and technological application
is critical for the success of a business modélusiness strategy.

In this project research were also introduces rebdaypothesis to be proven in
future work. The hypothesis announces were thdtresthe Theoretical background and

the analyses made to the interviews
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4.2.Research limitations

This research work has limitations. The interviewsre performed to eight
experts with knowledge in CRM and this sample dagscharacterize the whole universe
of companies that use CRM systems. Even with alsaaple of interviewees, regarding
the saturation effect, the results can be stateswérihe reality of CRM systems adoption
in Portugal.

Another limitation of this research work is thetfdt the data analysis was made
only for one country (Portugal) and due to the $mmalrket size of this country, CRM
capabilities are not fully implemented in the majoof the companies, according to the
experts interviewed.

The final limitation, was the size limit of this wo The theoretical background
should be deeper and more detailed, but theréaiskaof analysis about the link between

CRM and innovation capabilities in the academeréture.

4.3. Future work

This research work is part of an international aesie project. Regarding the
results of this research, particularly to the ektdrthe literature review and the proposed
model linking CRM systems adoption and the usageimmovation capabilities, there is
future work to be developed. Along with the modelelopment, research hypothesis
were suggested. These are to be proven and valifatéhe alignment of the proposed
model with the market reality in Portugal and irat.

The future work to be held will have the objectigevalidate the conceptual
model, to assess the organizational innovation libfyaresulted from CRM system
adoption. To achieve this objective, it is goindp®conducted a survey with Portuguese
and Brazilian CRM managers, in the areas of telesonications and banking mostly

The results of the survey will be analyzed usingadaquate statistical analysis
technique (possible structured equation modelling)erify the validity of the research
model and to test the research hypothesis thatsvepvard in this research.

After the quantitative analysis the proposed madel be updated according to
the results and finally add to literature a sugtdiconceptual model linking CRM systems

adoption an organizational innovation capability.
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6. Appendixes

o hwbdbPRE

6.1. Appendix 1: interview guide

Introduction: (understand the use and Knowledge of the persioig lIogerviewed)

Can you please describe your experience with IT?
Can you please explain your role on IT projects?
What is your understanding about CRM?

On a daily basis, how often do you use CRM systems?
Khodakarami, F and Chan, Y, 2014

Which CRM system does your organization work witti?ich tools do you use? For

how long?
Adapted from Khodakarami, F and Chan, Y, 2014
Which were the objectives for CRM adoption in yanganization? For what

purposes do you use each system? Could you give sgamples?
Adapted from Khodakarami, F and Chan, Y, 2014

CRM in the organization:

7.

Are you satisfied with your (company) CRM solution?

Raman, P and Wittmann, M and Rauseo, A , 2006

What business processes did the CRM system ch&wge{ou evaluate how many

business processes are supported by CRM system?
Beldi, A, et al — 2010

Could you give some explanation of how did the CRtem change business

processes? Could you please give some examples?
Adapted from Beldi, A, et al — 2010

10.How would you describe CRM system capabilities?
11.What is your opinion about the degree of utilizatod the CRM system capabilities?

Beldi, A, et al— 2010

12.Does the CRM system contribute to the improveméptacesses and value creation

within the company? If yes, please describe howgavel some examples.

Beldi, A, et al — 2010

Evaluation of CRM systems:

13.What benefits do CRM systems provide for you anar ywganization?

Khodakarami, F and Chan, Y, 2014

14.To what extent do CRM systems successfully andcefely support knowledge

creation activities within your department or il thhhole organization? Specifically,
could you please give examples for each of thewitg questions:
(a) Do CRM systems help you gather information andter&aowledge that you
did not previously have about your customers?
(b) Do they give you any information from your customénat you previously
did not receive?
(c) Do they provide new knowledge that you can sharh wustomers (i.e.,

knowledge for customers) that you could not presipshare with them?
Khodakarami, F and Chan, Y, 2014

15.In your opinion, what are the strengths and weada®sf your organization’s current

CRM systems in regard to customer knowledge creatjgportunities, analytical

capabilities, collaborative capabilities and operadl capabilities?
Khodakarami, F and Chan, Y, 2014
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16.In general, are you satisfied with your organizasdCRM systems capabilities?
Khodakarami, F and Chan, Y, 2014

17.Which organizational factors may have some infleeoxc CRM capabilities?

18.How do you think that organizational learning capgbis important to CRM

success and competitive advantage’ How?
Raman et al., 2006

19.How do you think that business process orientategpability is important to CRM

success and competitive advantage’ How?
Raman et al., 2006

20.How do you think that customer-centric capabilgymportant to CRM success and

competitive advantage’ How?
Raman et al., 2006

21.How do you think that task-technology fit capalilis important to CRM success

and competitive advantage’ How?
Raman et al., 2006

22.How do you measure CRM capability in your organaz®

CRM and Innovation Capabilities

23.How would you describe innovation capability?

24.How innovation capability is measured in your origation?

25.Does CRM systems give the organization the abildtycome up with ideas
consistently? If yes, please describe how and why.

26.What are your suggestions for improving CRM systém®atch your requirements

for knowledge creation?
Khodakarami, F and Chan, Y, 2014

27.How does CRM systems can support your organiz&&D activities? What about
service improvements and new product development?

28.“Social Capital is a unique resource for an orgatnan” (Adler, P and kwon, S
2002). Do you support this statement? If yes, haw€RM systems create, develop
and elevate the Social Capital of your organiz&tion

29.Do you think that CRM capability is important tochéeve innovation capability and
competitive advantages? If you do, how does CRM helr organization to achieve
innovation capabilities?

30.Do you think that there is a relationship betweeRMCsystem capabilities and
innovation capabilities? In which ways?

31.Is innovation capability important for your orgaaiion to achieve competitive
advantages? | which ways?
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6.2 Appendix 2: Foundation for the cloud word

TFM MGSI

Word Count. Weighted Percentage (%)
CRM 453 2,77
Organizatior 355 2,17
Customer 293 1,62
System 2655 1,63
Capabilities 184 1,13
Process 176 1,08
Question 169 1,C3
Knowledge 1255 0,76
Information 80 0,49
Business 79 0,48
Product 71 0,43
Project 70 0,43
People 665 0,40
Sales 64 0,39
Managemerit 60 0,37
Objectives 60 0,37
Innovation 59 0,35
Company 53 0,35
Create 57 0,35
Relationship 55 0,34
Example 55 0,34
Value 50 0,31
Creation 49 0,30
Basis 43 0,25
Market 40 0,24
Capital 37 0,23
New 36 0,22
Data 35 0,21
Competitive 34 0,21
Tools < 0,20

ISEG — UL

Table 9 - Cloud words most referenced in the intawei (Nvivo 10 output) - Basis
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