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ABSTRACT

The customer relationship management (CRM) is getting more and more a 
key strategy for large and small companies. In particular, small and medium 
enterprise (SMEs) have to implement CRM practices into their business 
operations in order to strategize on establishing high performance and value-
added technical and innovative capabilities, and competitive advantages 
over rivals. The aim of this research is to examine the motives for which 
Malaysia’s SMEs adapt the elements of CRM practices with particular 
reference to whether this has impact on organizational performance. This 
research proposed a conceptual model for SMEs organizations to highlight 
the importance of practicing customer relationship. The model then enables 
several empirically testable propositions that are relevant to develop a 
survey instrument for this study.
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I. INTRODUCTION

The purpose of this paper is to present a conceptual framework for 
which Malaysia’s SMEs adapt the elements of CRM practices with 
particular reference to whether this has impact on organizational 
performance. The practices of CRM are necessary to ensure delivering 
better customer value, retaining customer and having a good 
relationship with customers. CRM is a managerial strategy that helps 
firms collect, analyzes and manages customer related information 
through the use of information technology tools and techniques in 
order to satisfy customer needs and establish a long term and mutually 
beneficial relationship. The ultimate goal of CRM is to help SMEs turn 
into customer-focused organizations that conduct business processes 
centered on customers. A systematic literature search technique was 
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performed. The literature review was undertaken to identify existing 
data of articles published in various journals. Extensive reading was 
carried out to facilitate the review.

Background of the study

Nowadays, CRM is widely accepted within marketing sales business 
unit of major firms. In the growing competitive global economy, most 
firms are trying to focus on delivering better customer value against the 
competitors. As a strategy to optimize lifetime value of customers, CRM 
can help firms to succeed in the world of e-business. According to Ata 
&Toker (2012) firms that have adopted CRM as a corporate strategy are 
expected to grow at a faster pace than those firms of the same industry 
who have not adopt CRM. 

In most countries, SMEs dominate the industrial and commercial 
infrastructure (Deros et al., 2006). According to Samsudin et al. (2011) 
smaller nations like Malaysia are bound to face difficulties in competing 
in the global trade economy because it is mostly dominated by the 
larger economies. Additionally CRM is a complex process to develop 
adequate resources in the development of the food industry and 
trading by Malaysia. Thus, the SMEs today need to identify, prioritize 
and minimize their business challenges in order to be more competitive 
and relevant in the business world. This scenario is also applicable to 
SMEs in Malaysia (Salleh and Kupusamy, 2007). Additionally, SMEs 
are facing great challenges to survive and sustain in the market due 
to lack of resources and marketing expertise (O’Dwyer et al., 2009) 
Lack of financial resources too leads to  limiting the ability of SMEs to 
grow (Doern, 2009; O’Dwyer et al., 2009; Xu et al., 2007) as well as the 
inability to secure additional of funding (Wang & Yao, 2002). Likewise, 
the development of the SMEs sector in Malaysia has been phenomenal 
thereby contributing significantly to the economic growth process over 
the years (BNM, 2005).

SMEs are important components of the economy and although their 
marketing approaches may differ from large organizations, SMEs 
represent more than 80 percent of the total number of establishments 
in the processed food segment. In 2010, the food industry contributed 
about 10 percent of the Malaysian manufacturing output attracting a 
total of RM1.972 billion in 69 projects and employment in the processed 
food industry decreased in 2009 by 5.1 percent to 43,080 compared to 
45,418 in 2008 (Talib et al., 2013). At the moment, the food industry 
seems to be one of the potential and important industries in Malaysia 
and therefore it is necessary to ensure delivering better customer value, 
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retaining customer and having good relationships with customers. 
Furthermore, SMEs need a low cost of CRM solution to adapt in 
business models and information technology structures instead of 
having a better relationship to retain customers. 

SMEs are increasingly seeking to implement CRM in order to find 
a competitive advantage on which to base business prospects for 
longevity. In this competitive world market, SMEs play an important 
role in the national economies by providing job opportunities, 
enhancing exports of the country and also supplying goods to other 
manufacturing industries (Deros et al., 2006). However, little attention 
has been paid to research on CRM which takes a broader, strategic 
focusing on food industry in Malaysia. Thus, this study intends to look 
for the best practices of CRM in organization to be adapted, modified 
and suited to the Malaysian SMEs context thus filling gaps in the 
literature. The intention of this research is to analyze the motives for 
which Malaysia’s SMEs adapt the elements of CRM practices with 
particular reference to whether this has impact on organizational 
performance. These drive the following research questions: What are 
the elements of CRM practices in Malaysian SMEs? What are the best 
practices of CRM practices in Malaysian SMEs? What are the readiness 
levels of CRM practices in Malaysian SMEs?

II. METHODOLOGY

In order to fulfill the objective of this research to achieve the objectives 
of conceptualizing the CRM issue, an extensive review of literature was 
carried out. . A total of six international databases were selected as the 
major source of data comprising article related to CRM. The database we 
accessed online via the website of Universiti Teknikal Malaysia Melaka 
library. The keywords search of the six major online database Emerald, 
Science Direct, EBSCO, Sage Journal, Springer Link and Wiley. These 
databases were chosen as they embody extensive literary coverage on 
various issues related to marketing and the areas of business. 70 articles 
were selected consisting of empirical and non-empirical studies. This 
lead to the concept presented in the next session.

III. THE CONCEPT OF CRM PRACTICES

Influencing elements of customer relationship management

Influencing elements to form CRM practices in firms have been 
examined from different theoretical viewpoints and have received 
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significant attention. Theories that have been utilized to understand the 
elements of CRM practices include resource-based view (RBV) (Halawi 
et al., 2005; Keramati et al., 2010) and relationship marketing theory 
(RMT) (Berry, 1995). The RBV provides a suitable multidimensional 
perspective to the application of CRM because it attempts to link 
superior firm performance to the various resources that leads to and 
competitive advantage (Coltman, 2007). In this study, CRM resources 
are classified as technological CRM resources, knowledge management 
and customer focus. RMT fulfills to promote the customer and supplier 
on an adversarial, stimulus-response, view of marketing’s feedback 
(Rese, 2006). The more balanced and general concept of marketing 
opens up new lines of enquiry that are hard to see and justify otherwise, 
which have both managerial and policy relevance. 

There are studies on CRM practices that has used RBV as a theory; for 
example, Wang and Feng (2012), Halawi, et al. (2005), Coltman (2007) 
and Keramati et al. (2010). Additionally, studies on CRM practices used 
RMT; for example Jayachandran et al. (2005), Plakoyiannaki and Saren 
(2006), Ata and Toker (2012) and Shrivastava and Kale (2003). However, 
only a few studies have attempted to integrate two or more theories 
to examining elements of CRM practices see example: (Mitussis et al., 
2006; Reinartz et al., 2004). Thus, this study incorporates the theories of 
RBV and RMT to understand how Malaysian SMEs companies form 
CRM practices and organizational performance.

Customer relationship management

The term of CRM defines by Sin et al. (2005) is a comprehensive 
strategy and process that enables an organization to identify, acquire, 
retain and nurture profitable customers. Additionally, CRM is a core 
organizational process that focuses on establishing, maintaining 
and enhancing long term associations with customers as advocated 
by relationship marketing theory (Srivastava et al., 1999). The 
comprehensive approach of CRM is to maximize the relationship with 
all customers. Beside the technological advances, CRM also covers the 
activities of acquisition management and regain management at the 
initiation stage, maintenance stage and termination management with 
the purpose to maximize the value of relationship portfolio (Chen & 
Popovich, 2003; Dutu & Halmajan, 2011).
Additionally, CRM involves all aspects of identifying customers, 
creating customer knowledge, building customer relationships 
and shaping their perceptions of the organization and its products 
(Srivastava et al., 1999). Moreover, factors such as efficiency, competitive 
advantage, customer support, inventory control and accessibility have 



ISSN: 2231-7996        Vol. 2     No. 2    July - December 2014

The Impact of Customer Relationship Management on Small And Medium Enterprises Performance

15

become drivers to CRM (2010). Hence, CRM involves individual and 
collective actions of organizational members, namely customer facing 
and support staff, and management whose perceptions of the of the 
organization and its products (Srivastava et al., 1999). It is clear that 
CRM is not just a technology, but is a new way of doing business. 
Reynolds (2002) suggest that the comprehensive definition of CRM 
might be the business strategy, process, culture and technology that 
enables organization to optimize revenue and increase value through 
understanding and satisfying the individual customer’s needs.

CRM has evolved from the advances in information technology and 
organizational changes in customer centric process. Managing a 
successful CRM implementation requires an integrated and balanced 
approach to technology, process and people (Chen & Popovich, 2003). 
Coltman (2007) suggests that the concept must be viewed as more than 
a tool but part of a deeply embedded strategic disposition that enables 
business to outperform their rivals in competitive advantage. Based 
on this discussion, this research defines CRM as a core comprehensive 
firm strategy to provide information through the use of information 
technology tools to establish long term relationship with customers. It is 
impossible for organizations to possess all the required sources to stay 
competitive without having a close relationship with the customers. 
Therefore, it is vital for organizations to deploy CRM resources in 
order to build strong CRM capabilities subsequently improving firm 
performance. 

CRM Antecedents

Key customer focus

Key customer focus involves the establishment of links between 
customer needs (Donaldson & O’ Toole, 2002; Sousa, 2003) and  
customer satisfaction (Gebert et al., 2002; Sousa, 2003). A good 
knowledge of customer needs also increases customer loyalty and 
encourages repeat business which are important competitive priorities 
under CRM (Sousa, 2003). However, previous scholars state that a 
customer focus develops a strong customer focus (Das, 2004; Sheth, 
2000; Vandermerwe, 2004), continuously delivers superior value to 
selected key customers (Parvatiyar & Sheth, 2001), provides customized 
product or service through customer expectations (Dyche’, 2002) and 
overwhelm customer centric focus (Sin et al., 2005). An important 
condition that can enable the organization to be truly customer-focused 
is to adopt a cross-functional approach in the way organization delivers 
value to its customers (Payne & Frow, 2006).
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CRM improves customer retention and loyalty thus increasing their 
long term values to the business. Sousa (2003) highlights that customer 
focus practices in the manufacturing industry are highly dependent 
on the organizational strategy in place. Customer focus practices are 
categorized as customer relationships, customer involvement in new 
product design, collection of information on customer needs, and 
dissemination of information collected on customer needs within the 
organization and responsiveness to that information. Research by 
Sin et al. (2005) and Akroush et al. (2011) found key customer focus 
dimension include customer-centric marketing, key customer lifetime 
value identification, and interactive cocreation marketing. Additionally 
research by Das et al. (2009) obtain additional dimension of key 
customer focus is personalization. Therefore, in this study define key 
customer focus as a focus on customer needs, satisfaction and loyalty 
to provide excellent service to customers. Based on discussion, the 
following proposition is:

 Proposition 1 The key customer focus is positively related to 
the organizational performance.

Knowledge management

In an organization knowledge management includes learning about 
customer needs and wants, dissemination of this knowledge within the 
organization (Sin et al., 2005). CRM practice uses customer knowledge as 
a means for enhancing customer relationships. CRM process can provide 
an opportunity for companies to profitably communicate with relevant 
customers (Plakoyiannaki & Saren, 2006). On the first hand, knowledge 
is viewed as one of the important and high valued organization assets 
for an enterprise. Knowledge management capability has four factors 
such as acquirement, transformation, application and protection. On 
the other hand knowledge management has significant impaction to 
the customer loyalty and satisfaction (Wang et al., 2010).

Furthermore, knowledge management also followed the trend, with 
systems commonly being defined as technologies that support four 
knowledge management activities: knowledge creation, codification, 
transfer and application (Nevo & Chan, 2007). Although information 
and data management are important pillars of knowledge management, 
knowledge management encompasses broader issues – in particular, 
the creation of processes and behaviors that allow people to transform 
information within the organization and create and share knowledge. 
Much of the knowledge management research during this time 
therefore focused on specific technology solutions, such as discovery, 
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representation or dissemination (Gold et al., 2001; Schultz & Leidner, 
2002). Hence, this study define knowledge management is a values, 
resources and assets for business support to knowledge creation, 
codification, transfer and application for organizations. Therefore, the 
proposition is:

 Proposition 2 The organization’s knowledge management is 
positively related to the organizational performance.

Relationship marketing

Relationship marketing has been introduced in the service marketing 
by Leonard Berry in 1983. The focus of relationship marketing is to 
facilitate and support the customers’ consumption and usage processes 
throughout the relationship, in which value for customers is created 
by the customers and in interactions with the supplier or service 
provider (Seth & Parvatiyar, 1995). Relationship marketing is a tactical 
implications in a firm (Gronnroos, 1997).  Armstrong and Kotler (2000) 
point out that relationship marketing is a relationship process for 
creating, retaining, and enhancing mutual value between enterprises 
and customers or other stakeholder groups. 

Landry (1998) defines relationship marketing as a long-term database 
system application by an enterprise to understand a customer’s profile 
and further develop relationship through various communication 
channels to deliver value and service. Additionally, RM involves 
building long term interactive relationships, especially with customers, 
which is the most important benefit for the organizations which have 
adopted this concept (Webster, 1992). This is underlined by Gronroos 
(1991) who states that the purpose of relationship marketing is to 
establish, maintain and enhance relationships with customers and other 
partners. Communication with customer partners is necessary process 
of relationship marketing. Having strong relationship marketing helps 
in relationship development, fosters trust, and provides the information 
and knowledge needed to undertake the cooperative and collaborative 
activities. This study defines relationship marketing as customer 
interactions in long term relationship to enforce value and benefit with 
organizations. Following the discussion above, the proposition is that:
 
 Proposition 3 The relationship marketing is positively related 

to the organizational performance.
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Technological CRM resources

In achieving successful CRM, organizations should go beyond the 
conception of CRM as a set of technological solutions. A review of 
different studies, see example (Chen & Popovich, 2003; Xu & Walton, 
2005; Zablah et al., 2004) reveals three aspects of CRM technology 
- external operation with customers and facilitate a two way 
communication, internal operations and to analyze data, information 
and disseminate the resulting knowledge throughout the organization. 
This definition, which is based on META group segmentation, divides 
CRM technologies into collaborative, operational, and analytical 
categories.

Technological resources has reach across customer touch points such as 
e-mail, phone calls, fax and website pages as channels by firms interact 
with their customers (Payne & Frow, 2006). Furthermore, operational 
CRM technologies involve the Intranet and Extranet to link various 
applications and systems together in order to make the information and 
knowledge available at all touch points within the firm and between 
the firm and its business partners (Xu & Walton, 2005). Hence, its much 
importance to enhance the customer experience, moreover various 
available channels to improve the strength of business customer 
relationships (Hamid & Kassim, 2004). 

Peppard (2000) suggests that technological advances in global networks, 
convergence and improved interactivity, are key to explaining the 
growth of e-business and CRM. Technology has been acknowledged as 
an element towards the success of CRM (Kubi & Doku, 2010) to achieve 
the customer profitability. In achieving successful CRM, organizations 
should go beyond the conception of CRM as a set of technological 
solutions. This study defines CRM technology as the tools and effective 
deployment of information technology solutions that are designed to 
support customer relationships. Based on discussion, the proposition 
as follows:

 Proposition 4 The technological CRM resources are positively 
related to the organizational performance.

Organizational performance

As CRM is the core business strategy that integrates internal processes 
and functions and external networks to create and deliver value to 
targeted customers and, finally, increase profits (Buttle, 2004). The most 
common categorizations of organizational performance are regarding 
to financial and non-financial and also tangible and intangible success 
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measures. In terms of financial or tangible measures, measures such as 
net profit, net sales, reduced costs, market share, customer share and 
cash flow (Payne & Frow, 2005) can be considered. The measurement 
of customer satisfaction, customer loyalty, increased customer 
lifetime value, service and quality improvement, innovation and 
competitiveness are considered as nonfinancial or intangible measures 
(Payne & Frow, 2005). 

In this study, organizational performance captures outcomes of the 
relationship through measures of customer satisfaction (Stefanou et 
al., 2003; Verhoef, 2003), perceived performance (Li & Dant, 1997), 
customer retention (Kim et al., 2004) customer loyalty (Matear et al., 
2002; Sanzo et al., 2003) and relationship performance. Relationship 
performance is measured separately as a consequence of relationship 
(Hausman, 2001).

Mediating variable: market orientation

Jaworski and Kumar (1993) define market orientation (MO) as the 
organization wide generation of market intelligence pertaining to 
current and future needs of customers, dissemination of intelligence 
horizontally and vertically within the organization, and organization 
wide action or responsiveness to market intelligence. Additionally, 
Kohli et al., (1993) developed a valid measure that includes intelligence 
generation, dissemination and responsiveness. Moreover, Kohli et al. 
(1990) echo this point by describing MO as the ability of an organization 
to generate, disseminate and use superior information about both 
customers and competitors.

Anwar (2008) determined that MO should include customer focus, 
competitive focus, environmental scanning, strategy implementation 
and new service development. Different firms may adopt different 
strategies. More importantly MO has been shown to positively 
influence customer satisfaction (Singh & Ranchord, 2004), leading to 
customer retention and increased profitability (Strandvik et al., 1994). 
Previous study by Wang et al. (2012), MO positively affects business 
performance. The general positive relationship between MO and 
organizational performance is argued on the assumption that MO 
creates a conducive setting for effective organizational activities (Kohli 
& Jaworski, 1990; Ruekert, 1992). Because MO impacts organizational 
activities, an investigation of its influence on performance needs to 
specify and control for mediating variables. Therefore, the proposition 
as follows:
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 Proposition 5 Market orientation significantly mediates the 
relationship between customer relationship management 
practices and organizational performance.

The basic idea of the research framework is to test conceptual model 
on the antecedents of achieving successful implementations of CRM 
practices by Malaysian SMEs. Figure 1 depicts the theoretical framework 
of relationship containing four dimensions of CRM practices as 
independent variables, market orientation as mediating variable and 
organizational performance as dependent variables

organization wide action or responsiveness to market intelligence. Additionally, Kohli et al., 
(1993) developed a valid measure that includes intelligence generation, dissemination and 
responsiveness. Moreover, Kohli et al. (1990) echo this point by describing MO as the ability 
of an organization to generate, disseminate and use superior information about both 
customers and competitors.

Anwar (2008) determined that MO should include customer focus, competitive focus, 
environmental scanning, strategy implementation and new service development. Different 
firms may adopt different strategies. More importantly MO has been shown to positively 
influence customer satisfaction (Singh & Ranchord, 2004), leading to customer retention and 
increased profitability (Strandvik et al., 1994). Previous study by Wang et al. (2012), MO 
positively affects business performance. The general positive relationship between MO and 
organizational performance is argued on the assumption that MO creates a conducive setting 
for effective organizational activities (Kohli & Jaworski, 1990; Ruekert, 1992). Because MO 
impacts organizational activities, an investigation of its influence on performance needs to 
specify and control for mediating variables. Therefore, the proposition as follows:

Proposition 5 Market orientation significantly mediates the relationship between 
customer relationship management practices and organizational performance.

The basic idea of the research framework is to test conceptual model on the antecedents of 
achieving successful implementations of CRM practices by Malaysian SMEs. Figure 1 
depicts the theoretical framework of relationship containing four dimensions of CRM 
practices as independent variables, market orientation as mediating variable and 
organizational performance as dependent variables. 

Figure 1 Theoretical framework of customer relationship management practices toward organizational 
performance of Malaysian SMEs organizations

IV. CONCLUSION AND FUTURE DIRECTION

In today’s highly competitive business environments and the expanding global marketplaces, 
SMEs are continuously searching for ways to maintain their competitiveness. Hence this 
research attempts to study conceptual model on the antecedent’s factor of achieving 
successful implementations of CRM practices in SMEs organizations. Follows with the 

H H

H

H

H

CRM Practices

Technological 
CRM Resources

Relationship 
Marketing

Knowledge 
Management

Key Customer
Focus

Organizationa
l Performance

Market  
Orientation

7

Figure 1 Theoretical framework of customer relationship management 
practices toward organizational performance of Malaysian SMEs 

organizations

IV. CONCLUSION AND FUTURE DIRECTION

In today’s highly competitive business environments and the expanding 
global marketplaces, SMEs are continuously searching for ways to 
maintain their competitiveness. Hence this research attempts to study 
conceptual model on the antecedent’s factor of achieving successful 
implementations of CRM practices in SMEs organizations. Follows 
with the model of CRM practices proposed and pinpointing the most 
critical ones within a justified industry that will help the sector in better 
planning for CRM introduction among SMEs.

At government level, this research study will assist legislators, policy 
makers and technology providers in understanding CRM practices 
criteria within SMEs and in devising best means and approaches in 
encouraging practice of CRM to SMEs. At the theoretical level, this 
research attempts to utilize CRM practices adoption and diffusion 
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theories in identifying essential influencing factors of CRM practices 
among SMEs. The overall premise of this research is to identifying the 
impact of contexts and factors on CRM practices and whether such 
impacts lead to CRM adoption among Malaysian SMEs.

The next stage of this stage of this study is to construct a data collection 
instrument to be tested and piloted with SMEs food manufacturer 
organizations. It is hoped that the findings will produce insights 
and knowledgeable in the field of successful CRM practices in SMEs 
business environment.
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