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Title – Impact of Customer Relationship Management System adopted by Hai Di

Lao on its success

Rationale
In the globally competitive world, customer is the king and therefore its

relationship management is very important for the companies. Customer

relationship management is essential since it assists in developing practices that

could assist in the management of the customers and communications between

the customers and company could be carried out in an effective manner (Kumar,

2010). There are certain elements that comprise customer relationship

management of a company. These are development of effective marketing

strategies to establish strong associations, optimisation of the entire reach of the

marketing campaigns and building and maintaining associations. According to

customer relationship management, there needs to be a direct influence on the

entire satisfaction and loyalty of the customers. This adds to the growth of the

company and its performance in the industry. in order to measure the

performance of the companies, two metrics that are commonly used are profit

generation and efficiency and operational and cost efficiency. In this research

study, the impact of customer relationship management that Hai Di Lao, a

restaurant chain in China adopted was considered in terms of its organizational

success. The company is known for providing top quality customer relationship

management practices to its consumers. Since there is a long waiting line in the

restaurant that could result in customer dissatisfaction, therefore with apt

customer relationship management practices the company could retain their

customers and improve their performance.



Research Problem
Considering the marketing activities, the key aspect is customer satisfaction in all

the industries. It is highly important for the company to satisfy the customers in

order to sustain the global competition and market position. In the times of

service economy, the approaches used to meet the expectations of the customers

and to measure the satisfaction of the customers is considered as the locus of

creation of value. Nonetheless, it has been argued that it is not enough to fulfil

the needs and expectations of the customers in order to create and offer value to

the coming generation. There were also a number of discussions depending upon

the experience theory. Value added is usually an outcome that is generated from

the services, products and experience. The product adds less whereas the

experience adds more to the value. The reason behind experience offering

increased value is due to experience being memorable and personal (Choudhury

& Harrigan, 2014).

The main objective of the companies is to satisfy the needs and demands of the

customers that would result in increasing profits. This implies that in the

absence of customers, company operations will not be effective and in vain.

Company entrepreneurs usually focus on the enhancement of the products. This

is one of the fundamental attributes of product concept. Usually they avoid the

relationship and care with the customers and as a result, majority of the

customers shift their buying behaviour to other companies that serve their

demands effectively and listen to their needs and queries. The issue here is that

they would not be able to comprehend that value, concern and care for the

customers is more important that the quality of the products. Therefore

companies need to undertake initiatives and efforts hat would help them in



retaining majority of its customer base and acquiring new and potential

customers. There are times when companies like Hai Di Lao could faces issues

related to effectiveness in targeting customers, behaviour maintenance,

development of strategies to accomplish behaviours and segmentation of

consumers depending upon customer life cycle and customer profile (Kumar &

Srivastava, 2016). The companies so as to ensure that they are able to

accomplish the above stated strategies have implemented a number of

approaches and strategies.

In this research, the environment chosen is the Chinese food and hospitality

industry. one of the most exciting and rich experiences in the nation is eating.

There are a number of restaurants in the nation operating at a successful rate.

This results in huge competition in the market and therefore companies need to

undertake measures that would help them in sustaining their position in the

market. In the present era, a hotpot restaurant chain known as Hai Di Lao has

achieved recognition among the customers because of tis enhanced customer

service. Even though there is a huge waiting line at the restaurant, however, the

successful practices of customer relationship management has allowed the

company to satisfy the customers and retain them to encourage repeat

purchases. The success of the company stems from its excellent service and some

unique and additional services for the customers who are not satisfied. Majority

of the individuals have discussed regarding their unexpected additional service

on the Internet (Kursar, 2015). There is intense competition in the restaurant

industry in China. In similarity to western nations, majority of the restaurants in

China focus on competing on the basis of economy of price and increased

product quality. However, in terms of Hai Di Lao, the company uses customer



service as the prime competitive factor. It this study it is important to consider

the success of the customer relationship management of the restaurant in terms

of organizational performance.

Research Aim
The main aim of this research is paper is to study the impact of customer

relationship management practices of Hai Di Lao on organizational success.

Research Questions
The main question to be answered int his paper is: What is the impact of Hai Do

Lao’s customer relationship management practices on its organizational success and

performance?

The following are the secondary questions asked in the study:

 Does customer relationship management system of HaiDiLao affect its

success?

 What are the customer relationship management practices and systems

adopted by HaiDiLao?

 How does the customer relationship management system of HaiDiLao

affect it?

 How can the customer relationship management system of HaiDiLao be

improved?



Chapter 2: Literature Review

2.1. Advancement of Customer Relationship Management
Customer relationship management progressed from business activities of

relationship marketing and customer retention using effective management of

customer relationships. At present customer relationship management is

considered is applied in company operations in order to attain the best of both

worlds. Organizations intend to maintain robust associations with their

customer base and also want to increase profits. The systems of customer

relationship management applied in today’s corporate world are considered as

effective systems. There are a number of software organizations that have

launched advanced tailor-made software that caters to the requirements of the

organizations that compete in the industry. the data that is processed in the

customer relationship management systems is dynamic in nature because of the

changing conditions and the need for the companies to adapt to the changes.

Customer behaviour is one aspect that is uncertain (Kursar, 2015). With

customer relationship management systems and software programs, companies

can keep a track of the behaviour of the customers based on their repeat

purchases, their search choices and queries they ask. Apart from this there are a

number of aspects that allows the customer relationship management systems to

be effective in terms of earning customer loyalty and retention and hence

improve the performance of the businesses.

2.2 Customer relationship management
Customer relationship management is considered as a strategy, process and

practice. It is not only a function that is carried out in order to attract new

customers but a continuous process of attracting, maintaining and retaining



customers. It is an important function of the present day corporate world.

According to Kumar (2010), “customer relationship management can be seen as

the alignment of business strategy, organization structure and culture, and

customer information and technology so that all customer interactions can be

conducted to the long-term satisfaction of the customer and to the benefit and

increase in performance of the organization”.

2.3 Customer Relationship Management Categories
Certain scholars have studied that the architecture of customer relationship

management application must integrate analytical technologies and operational

technologies. Apart from this, companies also require to fulfill the

communication needs of the customers across different channels with the help of

a number of collaborative technologies. A balanced customer relationship

management approach needs that all the sides of the equation are implemented

in order to develop the backbone of CRM (Geersbro & Ritter, 2015). There are

three heads under which customer relationship management can be categorized

into:

Analytical CRM – This customer relationship management supports the analysis

of customer behavior and implements technology like business intelligence.

Operation CRM – This customer relationship management is the automation of

the fundamental business activities such as sales, marketing and service.

Collaborative CRM – This customer relationship management is the one that

ensures the way companies contact their customers i.e. through email, phone,

and messages, in person or web.



2.4 Viewpoints of customer Relationship Management
There are a number of perspectives under which customer relationship

management can be viewed. The following are the different perspectives of CRM:

Information Technology Viewpoint

Considering the technology standpoint, organizations usually purchase software

that would assist in accomplishing the business objectives. For a lot of companies,

customer relationship management is more than a software package, IT-based

management system or renaming of conventional customer services in order to

support the sales employees. Nonetheless, information technology is important

since it supports customer relationship management and has returned benefits

related with contemporary technology like ease of use, speed, memory and

power (Akgun et al., 2014).

Customer Lifecycle Viewpoint

There are a lot of similarities between customer life cycle and product lifecycle.

But customer lifecycle emphasizes upon the development and provision of

lifetime value to the customers implying that companies would offer the

customers with products and services that they require in their life. This

viewpoint is market oriented and not product oriented. Customer lifecycle is

basically a summary of the main phases in the relationship of the customer with

the company.

Business strategy viewpoint

The viewpoint of customer relationship management in terms of business

strategy is that there are a lot of common theories and topics in customer

transactions with the company. it comprises of three main stages – acquisition of

customers, retention of customers and extension of customers. it also comprises



of three contextual factors like value creation, marketing orientation and

innovative information technology.

2.5 Customer Relation service
Customer relation service is considered as the sales activity before or after it has

been conducted. This assists the customers in resolving their issues as well as

challenges with the products or services that the companies offer, hence

resulting into customer satisfaction and maintenance of increased relationship

with them. the objective of customer relation service is to address the internal

and external issues that the customers are facing in an effective manner (Ngo &

O’Cass, 2013). Giving quick and reliable services to the customers allows the

company to save cost as well as increase performance and profits.

2.7 Capabilities of Customer Relation Service
This is considered as the technicalities and processes that allows or helps the

companies to provide effective customer services. The following are the

customer relation service capabilities but not restricted to these:

Call Centre Management: It offers automated and end-to-end call tracing and

routing. This helps in capturing the feedback information of the customers for

performance.

Field service management: It helps in allocating, scheduling and dispatching the

right individuals at the right time with the right parts. It also logs expenses,

materials and time related with service orders and views the history of the

customers. It helps in searching for proven solutions (Siu et al., 2013).

Help desk management – It helps in solving issues by looking for prevailing

knowledge base. It also initiates, changes and tracks the issue reports and gives

updates, new versions and patches.



Customer relation services can be categorized into two types – reactive and

proactive service. As per reactive service, customer has an issue like product

failure, product return or question regarding bill. He or she then contacts the

organization o resolve the service. Majority of the companies have set up

infrastructures in order address the reactive service incidents with the help of

different mediums like telephone, fax and email services. On the other hand,

proactive service is a more complex approach (Liang et al., 2012). It is a situation

where the organizations do not wait for the customers to contact for any issues

but establish interactions with the customers before they complain about any

issue or exhibit a behavior that requires reactive solution. This is an effective

service where the employees are trained to understand the needs of the

customers and reach out to them before they reach the companies.

2.8. Customer Relationship Management Capabilities
Capabilities are considered as the competencies of the company. Customer

relationship management capabilities were dependent upon knowledge and

technology. Upgrading of customer relationship, customer communication

management and customer retention/win-back capability were the key elements

of customer relationship management capabilities.

Capability of customer relationship management comprises of four stages. First

stage comprises of customer communication management capability; second

stage is of customer relationship upgrading capability; third is customer win-

back capability and last is the customer knowledge management capability.

Capabilities of the companies were structural, process and employee

competencies in order to establish the internal competencies of the companies

(Stein et al., 2013). These capabilities assisted in formulating strategies for



company performance. It also allows the companies to react to the external

changes. Competition is considered as huge external change that could be

addressed using company competencies.

2.8.1 Capability of customer interaction management
The core capability of customer communication management increases customer

relationship management. If communication was organized, closed, non-verbal

strong, sequential verbal communication then it is considered that customer

communication took place in a user-friendly environment that resulted in

increased customer relationship management (Ernst et al., 2011). Customer

communication management capability was improved with the help of non-

verbal and verbal communication with the customers using different channels.

This was the pre-stage to develop relationship with the customers. In the

absence of interaction, developing relations with customers is not possible.

When companies indulge in long term communication with the customers, then

the behavior of the customers would change and develop trust and loyalty

towards the company (Khodakarami & Chan, 2014). There are two approaches

of customer interaction management capability – direct and indirect approach.

These approaches plays important role in communication management

capability for customer relationship management. Where on one hand direct

approach is more result oriented with face to face or personal contact with the

customers, indirect approach is more promotion oriented.

2.8.2 Capability of Customer Relationship Upgrading
Capability of upgrading of customer relationship can be measured with the

activities of cross selling and up selling of the products. When customer

relationship was upgraded then they would frequently come to the companies to



make repeat purchases or inquires. This helps in improving the capacity of the

company of selling more products to the customers. The goal of customer

relationship upgrading capability is to improve customer satisfaction, loyalty,

retention and commitment towards the brand or the company (Peppers &

Rogers, 2016).

A number of approaches were used to upgrade customer relationships. One

approach was cross buying analysis that assisted the company to understand the

products that the customers bought together. The aim of designing cross

tabulation form was to understand the cross purchasing of various products that

assisted in understanding the needs of the customers and retain them by offering

them those product bundles (Fan & Ku, 2010).

2.9 Company performance
Company performance is a complicated and complex concept. One can evaluate

business performance by putting together all the efforts that the stakeholders of

the company undertake in order to accomplish the business objectives. There are

a number of factors that can measure business performance and market growth

is one of them. In comparison to the competitors, it is the market share of the

company that measures the success of the company in the market. Profitability

also shows that the company is doing well in the market (Rahimi & Kozak, 2017).

In a competitive environment, it is important to ensure that the company is

performing well. customer satisfaction, retention and loyalty are three factors

that assess the success of the companies as these indirectly have a positive effect

on the market share, growth, sustainability and profitability.

Customer relationship management is the main business strategy that combines

internal functions and processes and external networks to develop and offer



value to the customers and generate more profits. The most common

classifications of business performance are financial and non-financial plus

tangible and non-tangible. Considering the financial or tangible success

measures, the company can viewed as successful in terms of net sales, net profit,

market share, reduced expenses, cash flow and customer share. On the other

hand, non-financial or intangible success measures can be seen through

customer lifetime value, quality and service improvement, competitiveness,

customer loyalty, customer satisfaction and innovation (Yeganeh & Sohrabian,

2015).

In this research, company performance is in relation to the results of the

relationship measuring customer satisfaction, customer retention, perceived

performance, customer loyalty and relationship performance.

2.9.1 Business Performance and Customer Relationship Management Capabilities
Capabilities of customer relationship management play a vital role in the

improving the competitive edge and business performance. Companies have the

abilities of managing customer communication and upgrading customer

relationships that results in increased financial performance. Therefore,

company performance and customer relationship management performance are

positively linked with each other. With these capabilities being give more

importance, the performance of the company would increase (Yadav & Singh,

2014). Exceptional customer relationship management capabilities would result

into increased customer loyalty and gain competitive edge over its rivals.

Capabilities of CRM helps the organizations to understand and capture the needs

and demands of the customers at the right time and accordingly cater to those

needs in order to acquire them and gain their loyalty. In case the customer



relationship management is implemented effectively in the companies, then the

financial performance would increase to an unexpected level along with

improved stock prices, customer loyalty and customer satisfaction.

2.10 Conceptual Framework
Considering the literature review, the following figure shows the conceptual

framework. It is observed that the customer relationship management practices

and capabilities in terms of knowledge management, key customer focus and

interaction, relationship marketing and technological resources would have an

impact on the performance of the companies, given the competition and market

orientation as the mediating factors (Zhang et al., 2014). This implies that if

companies have implemented these customer relationship factors and

capabilities effectively, then even an intense competitive market would not have

an impact on successful business performance.

2.11 Case Study: Hai Di Lao’s Customer Relationship Management Approach
Considering customer relationship management as an important activity of

marketing, then companies should undertake these activities in order acquire

new and potential customers along with retention of old customers. Hai Di Lao, a



hotpot restaurant chain in China believes in offering exceptional customer

service in order to gain and sustain competitive advantage in the market. This

has allowed the company to create a sensation in the market and gain immense

success. Due to this belief, the organization is known and positioned as “Nothing

can prevent Hi Do Lao to make you feel like God” among the young generation

(Chen, Shen & Fan, 2015).

Hai Di Lao operates on the motto of “service first, customer first”. This implies

that the company believes that their customers come first and hence they need

to be served promptly and effectively. Workers associated with the restaurant

are informed to give more attention to the unexpressed needs and wishes of the

customers. Such an approach has allowed the company to bring their customers

continuous surprises and delights. Even though the company is known to have a

huge waiting line for the customers but the waitresses in the waiting area would

continuously provide customers with free drinks and fruits to prevent them from

leaving. The company also offers nail service in order to utilize the time spent

while waiting for their turn to be seated. Once the customers are seated at their

tables, hot towels are given to them and are changed in every 15 minutes (Li-

juan & Jing, 2013). In case any waitress hears the customer sneezing then they

provide them with fresh ginger soup without the customers requesting for it.

Toothpastes and toothbrushes at the washroom of the restaurant are free. In

case customers bring young kids or babies with them, then the workers would

assist the customers to babysit their kids and feed them. it has also been

recorded in a customer review that after losing his ipod at the restaurant, the

company gave him a new one.



Rather than using the strategy of providing quality and delicious food to the

customers in a comfortable dining environment for retaining the customers, the

company takes into account the provision for superior customer experiences in

order to achieve competitive advantage in the restaurant industry of China. Hai

Di Lao’s marketing department and the HR department works in cohesion in

order to maximize the satisfaction of the customers. They come together to

formulate marketing plans that are customer oriented (Li-juan & Jing, 2013).

Well-designed training programs are prepared in order to increase the

satisfaction and initiative of the employees. This allows the employees to help in

satisfying the customers in a better manner. This coordination between the HR

and marketing department would make the service deliver effective for the

customers and satisfy their needs (Gu, 2016). The humanized and customized

service program of the company has allowed them to attain a huge base of loyal

customers and assisted it in gaining increased market share in the industry, thus

improving its profitability and performance. The Hai Di Lao’s case study would

be used to assess the importance of customer relationship management for

improved business performance.

Chapter: Research Methodologies
In this research, the researcher will use an interpretivism philosophy. This

philosophy will be used since the research will be conducted using secondary

resources and theories would be formed on the basis of the analysis of those

sources. This leads to the implementation of inductive research approach. No

hypothesis will be formed in the case and the study will be conducted by

analyzing the previous data, choosing the patterns using thematic content



analysis and accordingly forming generalized theories of the effectiveness of

customer relationship management on organizational performance.

Considering the type of data that will be used in this paper, the researcher will

focus on only secondary data. Information on customer relationship

management and organizational performance will be collected from different

secondary sources and previous studies published in journals with high ABS

rating. On the other hand, the information relation to the success of Hai Di Lao

because of its effective customer relationship management system will be

collected from sources like reliable articles, company websites and annual

reports. This study will be based on case study design where the researcher will

use the customer relationship management system implemented at Hai Di Lao

and assess its effectiveness in achieving company performance with comparison

to the previous literature. The data analysis technique used in this paper will be

thematic analysis where the previous studies will be considered and patterns

and relations will be developed to form generalizations.

Chapter 4: Data Analysis and Findings
In this research, the researcher will study the case study of customer

relationship management system implemented at Hai Di Lao and compare it with

previous studies. This will lead to formation of general theories about the impact

of CRM on business success and performance.



Timeline:
Details of the
study

Week 1 2 3 4 5 6 7 8 9 10 11 12

Approval of study
topic
Approval of
research aims
and objectives
Approval of
research methods
Literature review
examination
Choosing the
company for case
study
Accumulating
information for
forming the case
Collecting case
study plus
secondary data
Doing data
analysis
Organizing the
findings
Giving initial draft
Conclusion and
recommendations
Final submission
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