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Abstract:

Knowlegde Management represents an interdisciplinary business model
which focuses upon knowledge generation and its exchange within an
organisation. Employees hold the key role in the processes of knowledge
generation and its distribution, and their satisfaction forms the paradigm
of successful knowledge management execution.

Over last decade Customer Relation Management (CRM) proved to be
a concept indispensable for achieving business success with companies
operating in a global market. Its essence is based upon establishing and
maintaining long term client relationships which aim to create value for
both the client and the organisation.

Like any other kind of relationship, organisation - client relationships
experience alterations over the "client relationship life cycle®. Organisa-

tion itself causes “return on relationships® to develop during this process. Key words:
Directly aimed at their mutual goal - client satisfaction, CRM and knowl- customer relationship
edge management take effect in a synergetic form through an integrated management (CRM),

concept of Customer i.e. Client Knowledge Management (CKM). Mul-
tidimensionality of contemporary business practice requires linking
competencies of experts in different core business fields, especially in
knowledge sharing, communication and developing partner relationship
within business practice.

partner relations,

client relationship life cycle,
customer knowledge management
(CKM),

linking competencies.

INTRODUCTION

As the intellectual component in products and
services gains more and more importance, develop-
ing knowledge management within an organisation
wins greater priority. All present-day companies
compete in knowledge, but unless applied and ac-
cessible to all who might need it at any time given,

the knowledge existence within a company becomes
useless. In this sense, knowledge management im-
plies aquiring collective knowledge with the aim of
achieving a company’s business goals. Basically, the
role of knowledge management is to guarantee that
people can access all knowledge they need, where
they need it and when they need it, i.e. actual knowl-
edge at the right place, in the right time.

1 This paper is a part of the research project Improving the competitiveness of Serbia in the process of accession to
the European Union, No. 47028 for the period 2011 - 2014, supported by the Ministry of Education and Science of

the Republic of Serbia.
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PREREQUISITES FOR SUCCESSFUL
APPLICATION OF KNOWLEDGE
MANAGEMENT

Although there is no universal definition of knowl-
edge management, a conclusion can be derived from
analysis of definitions of this concept occurring in the
literature, that every knowledge management defi-
nition implies exploitation of knowledge accessible
from external sources, its implementation and stor-
age in business processes, products and services, its
representation in databases and documents, promo-
tion of knowledge increase through organizational
culture and employee motivation, transmitting and
applying knowledge throughout organization, as well
as estimating benefits resulting from knowledge use
and its implementation into the organization basis.
The most general approach to this concept is to view
knowledge management as a process representing
unity of the three components (Macintosh, 1995):
people, processes and technology and which goes
through the following phases: knowledge creation,
knowledge capture, knowledge storing, knowledge
sharing and knowledge application, thus forming its
life cycle.

As a strategic approach to knowledge manage-
ment, which considers the unity of technology and
human factors as the foundation for survival in a
variable environment, the definition given by Y.
Malhotra (1997) stands out by defining knowledge
management as follows: “Knowledge management
refers to the critical issues of organizational adapta-
tion, survival and competence against discontinu-
ous environmental change. Essentially it embod-
ies organizational processes that seek synergistic
combination of data and information processing
capacity of information technologies, and the crea-
tive and innovative capacity of human beings.” It
is the concept representing collective knowledge
of an organization with the ultimate goal to apply
this knowledge efficiently to the decision making
situations. Concisely, knowledge management is
the process through which organizations generate
value from their intellectual and knowledge-based
assets (Santosus and Surmacz, 2001).

To gain insight into successful application of
knowledge management concept, it is crucial to
study the factors which determine the level of suc-
cess and competitiveness of an organization. The
claim of this program, requiring various employee
competencies, is supported by virtually unified au-
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thors’ opinion (Mertins et al., 2001). Subsequently,
corporate culture, human resources management,
leadership, information technologies and control
are key factors which determine knowledge man-
agement program success.

Instances of numerous business activities and
fields prove that free knowledge flow and a suc-
cessful knowledge management program are the
preconditions of successiful business practice. For
example, particularly in the field of trading and ser-
vices business orientation is based upon sense-and-
respond (your clients’ needs) philosophy (Kotler,
2003). The mission of present-day organizations no
longer consists of finding the right consumer for the
created products and services, but comprises creat-
ing the right product and service offer for prospects
and the existing clients. A company’s customer cen-
tered business practice covers all business activities
involved in the fields of marketing and product
or service distribution. This would cause lowering
the costs of attracting clients in the long run and
would consequently build customer loyalty to the
organisation. The precondition for such business
orientation is certainly availability and accesibil-
ity of knowledge in all business practice segments
within this field, and it will be disscussed in further
parts of this paper.

COSTUMER RELATIONSHIP
MANAGEMENT AND KNOWLEDGE
CREATION

The concept of Customer Relationship Manage-
ment (CRM) includes directing a company’s mar-
keting activities towards establishing, forming and
maintaining good long term business relations with
the selected consumer segments, and it is based upon
making use of electronic technology. Adrian Payne
(2006) views CRM as an approach to modern busi-
ness practice aimed at creating, developing and
strengthening business relationships of a company
with carefully selected consumer segments in order to
optimize value for both the consumers and business
profitability, and generally to maximize value for all
company stakeholders. Parvatiyar and Sheth’s (2001)
view of CRM concept is defined as a comprehensive
strategy and process aimed to attracting, maintaining
and enhancing partner relationships with selected con-
sumer segments, with the final goal of creating supe-
rior value both for customers and the company itself.
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One of the key superior values for an organiza-
tion is the knowledge it possesses, and its ability to
apply this knowledge to its business decision making
processes. Knowledge management process has five
distinct stages, namely: creation, acquiring, storage,
sharing, and application of knowledge (Pordevi¢-
Boljanovi¢, 2009). The first step is knowledge crea-
tion. It represents the initial link which enables
an organization to start building and applying its
knowledge, and which forms a knowledge pool to be
used in processes that manage corporate marketing
activities.

The new economy implies a shift from mere data
collection-based marketing and creation of consum-
er databases towards CRM, as a process of modify-
ing consumer behavior over time, thus enabling the
organization to learn from every interaction with
customers and to adapt to their behavior and habits.
The flow of communication with consumers consists
of various episodes that vary in content, frequency,
duration, and the impact they have on business rela-
tionships. Considering the significance of an episode
for consumer’s assessment of relations with retailer,
episodes can be classified as routine and critical ones.

Routine episodes are situations which haven’t
led to significant changes nor improvements in rela-
tions among retailers and consumers, either positive
or negative. In retail communication, they can grow
into critical, even if an agreement with the retailer is
not reached. Critical episodes, from the consumer’s
standpoint, have great significance for future com-
munication and business relationships with the re-
tailer. These are the interactions among customers
and employees within an organization, and may be
either highly satisfactory or extremely unsatisfactory
(Bitner et al., 1990).

During a retail communication episode, the cus-
tomer experiences one or more interactions with the
retailer while they are being served. With consumers,
these interactions can create cognitive equilibrium
(feeling of satisfaction) or disequilibrium (feeling of
dissatisfaction). In other words, while being served,
consumers experience an impression of satisfaction
or dissatisfaction, which is the key to creating critical
episodes as a factor of changes in business practice
and communication.

In the process of gathering information and cre-
ating knowledge about building the relationships and
the consumer satisfaction degree, it is of the utmost
importance for a commercial or service business to

establish whether or not there were changes in com-
munication, and whether these changes are positive
or negative in terms of future business relations. A
retail market research, conducted in Serbia among
other things, has dealt with collection of knowledge
on consumer-retailer relationship (Stankovi¢, 2009).
The consumer sample has consisted of 503 adults,
into two age groups: (a) younger, aged 18 - 25, and
(b) older than 25. The sample of retail businesses has
featured their representatives present on the local
market who communicate with consumers directly,
either traditionally or electronically.

According to this study, after the purchase pro-
cess, a significant majority of consumers, up to 66.2%,
experiences a certain feeling (satisfaction or dissatis-
faction) about the purchase made (Stankovi¢, 2009).
Consumers are therefore indifferent to the complet-
ed purchases and collaboration with their retailers.

A series of interactions that build an episode cre-
ate a service chain. It can be analyzed both from the
consumer’s and the company’s standpoint.

The other end of this communication chain is the
organization which uses information gathered dur-
ing a series of interactions to improve the relations
established with its clients. At the same time, it also
represents a further concretization of the stance on
the bond between the concepts of knowledge man-
agement and customer relations management. An
interesting classification of knowledge which plays
a major role in the organization - clients interaction
can be used to support this stance: the professors of
St. Gallen University (Dous et al., 2005) have classi-
fied knowledge into: the knowledge “for”, the knowl-
edge “from” and the knowledge “about” customers.

The first type of knowledge, aimed at the custom-
er’s support during the purchase process, flowing di-
rectly from the company to its customers, represents
a prerequisite for successful business practice. The
knowledge “for” client comprises information on the
products (services), the market and the suppliers. As
for the second type of knowledge, the one “from”
customers, it is of crucial importance to implement it
into company business practice in order to promote
product and service innovation, spread of new ideas,
as well as continuous improvement of its products
and services. Collection and analysis of the knowl-
edge “about” customers certainly represents the old-
est type of knowledge management activities in the
field of CRM. In addition to basic data on customers
and their past purchases or services used, this type of



knowledge includes current consumer demands and
needs, their future aspirations, activities, and finan-
cial capabilities.

KNOWLEDGE ABOUT CUSTOMERS
AS A SOURCE OF COMPETENCE

The knowledge management plays an important
role in the concept of CRM through the following
three levels (MacStravic, 2004):

e The knowledge management within Customer
Interaction Management (CIM) represents the
knowledge which the company acquires in order
to make the sales, marketing and customer ser-
vice more effective and efficient, as the ultimate
goal of CIM. This involves training and enabling
all individuals and systems to access and use
knowledge in order to identify the reasons out
of which a customer demands specific goods or
services, the criteria for selecting specific brands
and providers, the channels for seeking or receiv-
ing the necessary information. The emphasis is
on knowledge about clients in general.

e The knowledge management within Customer
Experience Management (CEM) refers not only
to customers’ expectations, but also considering
the elements that may cause their dissatisfac-
tion, which has already been discussed. All this
requires a separate evaluation of customers sig-
nificant for the company, and of marginal cus-
tomers who are not that profitable for its busi-
ness. This type of knowledge can be used for
particular customization, purchase frequency
increase and value creation for the company.
The existing knowledge on what the customers
like and dislike, and the knowledge about their
current and potential interest for some other
products or services that the company provides,
form the basis for the application of the knowl-
edge management concept in CEM.

e The knowledge management within Customer
Success Management (CSM) focuses upon con-
tinuous relations and the impact on potential
customers, trying to establish how these rela-
tions and experience in transactions affect them
and how to exploit this effect for the mutual
benefit of both the buyer and the organization.
Here we primarily think of the usefulness of
knowledge which can be directly enhanced by
a successful knowledge management program,
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with the aim of motivating customers. There-
fore, it is of the utmost importance for an or-
ganization to acquire knowledge on what kind
of impact the customers expect them to carry
out, why the customers are loyal to the existing
relationship with a particular organization etc.

The parallel implementation of knowledge man-
agement and Customer Relationship Management
concepts in the companies belonging to both public
and private sectors of the economy, has led to the
development of the Customer Knowledge Manage-
ment (CKM) concept (Gibbert et al., 2002). Amrit
Tiwana (2001) also terms this concept as “knowl-
edge - enable customer relationship management”,
thus implying the ability to manage customers’
knowledge in order to establish standards of form-
ing value and to share knowledge, with the ulti-
mate goal of strengthening relations and enhanc-
ing communication and business practice efficiency.
An organization that succeeds in integration of its
knowledge into the minds of its employees and its
clients (human capital), into the current opportu-
nities and capabilities (structural capital) and into
connections and relationships (relationship capi-
tal), is on the right way to become a leader. More
concisely, an organization must learn to alter their
behaviour patterns exclusively in the direction of
what they know about their clients (Tiwana, 2001).
The memorable quote “if only we knew what we
know” originally by Lew Platt, a former Hewlett-
Packard CEO (“If only HP knew what HP knows,
we would be three times as profitable.”), in fact, ex-
presses the very essence of the knowledge manage-
ment concept. It could be, in a sense of observing
the links between the Knowledge Management and
Client Relationship Management concepts, changed
into “if only we knew what our customers know.”
In fact, companies have become aware of the fact
that the knowledge, necessary to create and sus-
tain competitive advantage, must also include the
knowledge a company owns about its customers
(but also about those who are not their custom-
ers). Or, as P. Drucker (Draker, 2002) put it: The
present-day customer has information ... The one
who has information has power. Power therefore
shifts towards the customer, be it another com-
pany or end user. This further implies the need to
strengthen the bonds between the Customer Re-
lationship Management and Knowledge Manage-
ment concepts, resulting more frequent emphasis
on the connection between the two.
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Perceiving customer knowledge as a valuable source
for product innovation and process improvement
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Figure 1: A conceptual framework for knowledge-based CRM.
Source: Dous et al. (2005)

Figure 1 features the conceptual framework of
the knowledge flow in an organization, which is a
prerequisite for successful implementation of CRM,
and this is a precondition of implementation of the
CKM concept.

As the figure shows, the key aspects of studying
knowledge flow within an organization, essential
for the implementation of the CKM concept, are
the strategy, processes, systems and change man-
agement. The strategy implies perceiving customer
knowledge as a valuable source for product innova-
tion and process improvement, meaning that man-
agement needs to view its clients not as a burden
but as a valuable source of knowledge. The processes
imply that the optimal way to manage knowledge is
to implement it into employees’ regular daily work
activities. The systems imply the creation of knowl-
edge repositories within an organization, which
are necessary for overcoming the limits and busi-
ness units separation issue. The change manage-
ment includes encouraging organization managers
to acquire and share their knowledge about clients.

Starting from the strategic framework of apply-
ing the CRM concept within organizations (Knox
et al., 2003), it is important to put emphasis on the
bond between the knowledge creation process and
the marketing strategies conducted with the aim to
establish good long-term relationships:

o The strategy of attracting and acquiring new
customers (Customer Acquisition) represents

the implementation of numerous communica-
tion and business activities, intended to attract
new customers and convince them to make
their first purchase with that particular com-
pany. It is implemented through a series of
offline activities (product and service promo-
tions, innovative ways of communication, di-
rect purchase incentives) and online activities
(website, online communication and sharing).
It can be said that the implementation of this
marketing strategy particularly contributes to
the organizational level of learning.

The strategy of customer retention represents
implementation of activities and techniques
with the purpose of maintaining business re-
lationships with customers (personalization,
mass customization, good purchase deals, cre-
ating and activating extranet, as well as creat-
ing e-mail groups, forums and online chats).

The strategy of directing the purchasing trends
of consumers and deepening the communica-
tional-business relationships with the most
profitable customers (customer extension)
represents establishing a deeper and superior
quality communication with the most profit-
able customer segments aimed to increase the
long-term, so called lifetime customer value.
The implementation of this marketing strategy
particularly contributes to the individual level
of learning, as the organization strives to es-



tablish the best possible communication with
its premium consumers, even at the individual
level.

These strategies require a continuous research to
be conducted, the collection of information and the
creation of knowledge to be at disposal of the organi-
zation’s employees, and to be used by managers to
make decisions necessary to direct their future coop-
eration with customers.

The results of a research, conducted on a sample
of retailers and consumers in Serbia, confirm that un-
derstanding the customer needs and keeping them
informed represent a valuable source for innova-
tion in business processes. In fact, the research has
shown that there is a sound basis for the claim that
an absence of information on a traditional offline re-
tailer leads to the domestic consumers’ decision not
to be engaged in electronic trade with such retailer
(Stankovi¢, 2009). Interestingly, 23.7% of research
participants could not answer this question, suggest-
ing the possibility that emergence of e-companies the
consumers know almost nothing about, would lead
to numerous difficulties with engaging consumers
in electronic trading. It can be assumed that those
would primarily be difficulties caused by impossibil-
ity of face to face contact with sales staff, the lack of
nonverbal communication and body language, as
well as other factors that effect building of a trustwor-
thy retailer-consumer relationship, which requires
further research. The study concluded that e-retail
represents an unknown concept for a large number
of consumers, and therefore a novelty in performing
purchase activities, establishing communication and
relationships with retailers. The “culprit” for this is
the lack of information about the retailer, the lack of
communication, and the lack in creating knowledge
about costumer’s needs and requirements. Not be-
ing informed about innovations in business practice
negatively affects a customer’s decision to engage in
retailer’s new business activities, such as the area of
e-business.

The implementation of the Customer Knowl-
edge Management concept (CKM) is of a particu-
lar importance when the following characteristics
of business relationships are considered (Peppers
and Rogers, 2004):

+ Reciprocity - Every human relationship is
bi-directional. To consider a set up state of
business affairs as a relationship, it is essen-
tial that both sides participate in establish-
ing it and be aware of the existence of these
relations.
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+ Interaction - The two sides interact when they
exchange information about themselves, and
when this exchange becomes a driving force
for building their mutual relations. This fur-
ther implies their mutual interest in building
business relationships.

¢ [teration - The two sides participating in an
exchange is in interaction that takes place
over time, which builds a history of their in-
teraction. In time, this history gains a certain
context which produces an ever increasing
efficiency in future interactions of these par-
ticipants. Each subsequent interaction is the
next iteration, the next step based on all the
previous iterations. A series of performed
iterations indicates the frequency of retailer-
costumer interactions, and the quality of their
existing relationship. In other words, the
more you interact with a person, the easier
it will be to understand each other during
every subsequent interaction, and to predict
their thought pattern.

+ Developing mutual benefit - One of the main
driving forces of building retailer-consumer
relationships is the development of mutual
benefit for both parties in the exchange. Due
to the aforementioned context of exchange de-
velopment, and benefits gained and expected,
inherent to exchange, it is of an interest to
both sides not to make mistakes and to recov-
er rapidly and efficiently from mistakes that
still may occur. This happens because both
parties expect that the future value, gained in
exchange, will exceed costs of investing in that
business relationship.

+ Changes in behavior - What influences crea-
tion of mutual benefit for both parties in the
exchange is not just the context, which rep-
resents the history of business interactions
over time, but also the fact that current and
future business activities of both sides reflect
that context of trade and their mutual business
relations. Business activities evolve over time,
as well as the terms of exchange and people
themselves including their behavior.

+ Uniqueness - Every relationship is different,
specific and unique. Companies intending to
build good relationships with their customers
must be aware of the uniqueness of their needs
and demands, and adapt their behavior and
communication style to specific characteristics
of individual costumers.
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¢ Trust - The ultimate request, but also the result
of any successful relationship with a tendency
to develop further, is trust. If a consumer de-
velops a business relationship with a company,
they actually intend to develop trust in that
company’s work, that is to believe that it will
operate with the costumer’s best interest in
mind. Trust is the feeling which makes foun-
dation to development of any relationship,
including a business relationship and which
determines its future.

The aforementioned characteristics of building
business relationships among companies and their
customers and clients indicate their complexity, and
also their susceptibility to changes. The complexity
of established relations and the delicacy of building
consumers’ trust render the need to learn and analyze
their behaviour, needs and shopping habits, as well
as their attitudes towards the company after product
or service consumption. Therefore, getting familiar
with the business situations, studying the factors that
have led to their formation, and especially following
trends, observing and listening to customer behavior
on the market - all of the factors enable companies
to deal with emerging potential changes, as well as to
reduce the risk of negative effects of future changes.

MARKETING CONCEPTS BASED
ON KNOWLEDGE

Knowledge creation and management are cru-
cial for implementation of some key marketing con-
cepts, the most current of which are Involvement
Marketing and Customer Information Management
(West, 2000). Consumer Involvement Theory (CIT)
implies understanding psychology and behavior of
the targeted customer segments, and represents a
genuine application of the CKM concept in practice.
Consumer behavior provides a retailer with knowl-
edge necessary to create new ideas, approaches and
strategies of marketing communication. In this re-
spect, it is crucial to consider the two dimensions of
the mentioned concept (McNamara, 2011):

1. Involvement - refers to the time, energy, thought
processes, money and other resources that peo-
ple use in relations with an organization;

2. Rationality / emotionality in decision making
(rational / emotional) - represents a scale used to
measure ratio vs. impulsiveness, desire vs. logic,
passion. vs. wisdom in building the mentioned
relationships.

In a study of the telecommunications and health
care sector in the U.S., the authors Varki and Wong
(2003) came to the following conclusion - the more
clients are involved in the exchange process, the
greater interest they show in building relationships
with service providers, in equality within the ex-
change and also in active participation in solving
problems. Activating the role of costumers with a
high degree of involvement in problem solving pro-
cesses provides the greatest possibilities of building
long-term relationships (Varki and Wong, 2003).

Inclusion of consumers in knowledge creation
for an organization creates a number of advantages.
Firstly, the organization acquires timely and current
information about its customers, which is a direct
parameter of business quality. Secondly, clients are
interested in providing information about them-
selves, since it directly influences knowledge crea-
tion, and thus creation of custom has made an offer,
which, in the long run, represents the parameter of
trust in the organization. Thirdly, client involve-
ment in the creation of knowledge about themselves
is another very significant and valuable long term
factor in building partnerships on the market.

At this point, it is interesting to show some data
obtained at the retail market of Serbia (Stankovié,
2009). Specifically, the results show that a statisti-
cally significant majority of consumers feel they
represent active participants in the retail business.
However, on the other hand, the research has shown
the following:

+ Consumers in the local domestic market do
not feel that retailers really care about them
and their needs. This could, in other words,
represent a problem and reduce the quality
of building customer relationships in the long
run.

+ There is no sufficient foundation to claim that
retailers are concerned enough for individual
customer needs and demands nor do the con-
sumers feel that way.

Such results may suggest that domestic retail
market doesn’t implement so-called planned ap-
proach to change management and direction of
retail-customer relationships, nor do customers and
consumers actively participate in the long-term ex-
change processes.

The concept of Management of Information Ex-
change with Customers enables online and offline
knowledge collecting, which will be significant for
efficient building of good business relationships and



better customer service. In this sense, the so-called
information-intensive strategies play a major role,
because they contain the information that needs to
be continuously monitored and updated by organi-
zations (Glazer, 2004):

+ Customer features (demographic and psycho-
graphic data);

+ Customer reactions to the company decisions
(data on customer preferences, customer be-
havior and their reaction to the company ac-
tivities);

¢ Purchase history (data on the products and
services bought and used by costumers; data
on revenue, costs and the profits pertaining to
the purchase made).

The aforementioned results lead to the conclu-
sion that practical implementation of these market-
ing concepts effects the construction of six key CKM
dimensions (Gordon, 1998):

+ Creating new value for customers;

+ Identifying the active role of clients in exchange
and value creation;

+ Designing and establishing business processes,
communications, technology and people as in-
dispensable technical support in value creation
for customers;

+ Establishing cooperation between organiza-
tions and their clients;

¢ Recognizing the value of long-term customer
and consumer purchase (so-called customer
lifetime value);

+ Researching ways to build a chain of business
relations within the organization itself, as well
as business relationships among the organiza-
tion and its stakeholders, including suppliers,
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distribution channels, exchange intermediar-
ies and stakeholders.

Having considered different aspects of the ap-
plication of knowledge-based marketing concepts,
a conclusion can be made that the benefit of these is
great if one insists on a multi-dimensional approach
to this issue.

MONITORING CUSTOMER RELATIONS
LIFE CYCLE AS A FACTOR OF COMPETENCE

The quality of the concept of modern business
is monitored by measuring the profitability of cli-
ents and organizations. The research of partner-
ships among clients and organizations, Gummes-
son (1999) has observed the formation of so-called
“profit chains” or “customer relationship life-cycle”.
This implies the customer and client value creation
process, presented through the stages of relation-
ship management leading to creation of an organi-
zation’s profit. Storbacka terms this process a “re-
turn to business relationship”, indicating that the
established relationships bring significant benefits
to both sides. Profit represents an important ben-
efit for an organization, while consumers and clients
find pleasure in the purchase which has been made
and having their requests met.

Figure 2 shows the process of making profit-
ability. This includes the processes of profitability
development within an organization which form the
basis for building business relationships with envi-
ronment. Raising the quality of internal operations
leads to creation of employee satisfaction and mo-
tivation in the organization. Raising the quality of
their operations leads to a better customer service.

Good lity of Good lity of
o S |t.|rn Employee Employee o quart?' Custumer
internal business 4 2 i > 4 » external business » " A
. satisfaction retention . satisfaction
operations operations
h 4
Custumer " High company
retention - profitability

Figure 2: Return on business relationships.
Source: Egan (2004)
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This further leads to customer satisfaction, reten-
tion and building customer profitability, but also to
creation of the organization profitability. Prerequi-
site for the creation of return on business relation-
ships is reflected in the quality of communication
among employees and in the possibilities and ways
of motivating employees to enhance their knowl-
edge. Business communication has to be conducted
and monitored within three levels: in organizations
themselves, with consumers or clients and among
organizations. (Dobrijevi¢, 2010). Clear communi-
cation, both verbal and nonverbal, internal commu-
nication in an organization as well as the commu-
nication with clients and customers, represents an
important factor in building employee satisfaction,
and consumer trust in their retailers. Among other
factors that influence corporate culture, the factor
of quality of communication and information flow
is one the most powerful (Nikoli¢ and Terek, 2011).

The aforementioned study has found that clear
communication is an important factor in building
customer trust towards the retailer (Stankovi¢, 2009).
Most customers and retailers have evaluated the fac-
tor of communication with the sales staff (clear ver-
bal communication, balanced verbal and nonverbal
retailer messages, timely information and the like)
as an important and/or very important for build-
ing trust. Diverse knowledge about customers has a
versatile use value for an organization, so identifying
high-quality and useful knowledge is a key factor in
customer value creation.

Establishing and developing relationships based
on learning (Learning Relationship) depend on nu-
merous factors, both those that encourage the de-
velopment of this process making it a source of

organization competence, and those that affect it
negatively and diminish it.

As displayed in Figure 3, the established busi-
ness relationships evolve through the following five
stages (Peppers and Rogers, 2004):

I.  Awareness of potential trade partners phase —
In this first stage, potential participants in the
trade become aware of the possibility of ex-
change and, in this sense, establish business re-
lations. However, there still isn’t any exchange
between them.

II. Research Phase - This is a “trial period” for
establishing trade participants relations. Com-
munication is established among them while
necessary information are being transmitted,
including information on costumer demands,
priorities, needs and desires. This phase is a
very delicate one, because if one of the involved
parties shows insufficient desire, indifference
or reserve toward the other party, the develop-
ment of business relationships could be very
quickly and easily disrupted.

III. Expansion phase — This stage takes place if the
retail trade participants successfully “overcame”
the previous stage, meaning both the retailer
and the customer were convinced of the suita-
bility and importance of their trading partners.
This enables the strengthening of mutual rela-
tions, the interdependence of trading partners,
and their willingness to take risks in business
operations. A research on Serbian retail mar-
ket has showed that domestic consumers feel
that they represent active participants in the
exchange. Namely, the question “Do you feel
that, as a buyer (consumer), you represent an

Motivating development factors:

The process n establishing learning relationships
communication, cooperation and conflict solving.

Awareness about
prospective
trading partners

Research

Trust and

Expansion i
P Dedication

Relationship discontinuation (disruptions, conflicts)

Figure 3: The process of establishing learning relationships.

Source: Peppers and Rogers (2004)



active participant in the purchase?” was posi-
tively answered by 64.2% of customers (323
respondents), which is a statistically significant
majority of respondents, while 20.4% of cus-
tomers (101 respondents) provided a negative
answer. On the other hand, surveyed retailers
were asked the question “Does your company
strive to actively involve customers in gather-
ing information related to: customer needs,
changes in product ranges and services, the at-
mosphere and arrangement in retail stores, web
site design efc.? “. 76.0% (38 respondents) of the
total number of respondents answered with a
“yes”, while 20.0% of retailers (10 respondents)
answered negatively. A statistically significant
majority of retailers on the domestic market
aims to actively involve their consumers in the
process of gathering information about their
needs, as well as other elements of the retail
trade (changes in product ranges and servic-
es, the atmosphere and arrangement in retail
stores, web site design efc.) (Stankovi¢, 2009).

IV. Phase of trust and commitment - At this stage,
the partners, having established a business re-
lationship, reached a certain satisfaction level
with it, and are aware of the benefits this re-
lationship brings. Consequently, the parties in
the exchange begin to develop commitment to
the established relationships and the feeling of
trust is created. Therefore, both partners are
much less prone to consider alternative busi-
ness relationships with other potential trading
partners. Partners are interested in a consist-
ent investment into their business relationship,
and into its long-term orientation. At this stage,
consumers gain a sense that they represent ac-
tive participants in the exchange.

V. Disruption (conflict) phase - Disorders are al-
ways possible and potentially present. The stage
of disorder occurs when one of the parties esti-
mates that the costs of further investment into
a business relationship will exceed the benefits
that party gains from this business relationship.
This phase can occur during any development
stage of business relations.

Through the entire evolution process of learn-
ing relationships, the factors which encourage the
development of these relations occur. One of these
factors is communication, expressed through formal
and informal communication styles of trading part-
ners, as well as through verbal and nonverbal forms
of communication. Electronic communication has
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enabled the establishment of direct, personal com-
munication, which can additionally effect the devel-
opment of consumer trust in their retailers. Coop-
eration is an important motivating factor, because
it involves both trading partners, it deepens their
communication and creates a sense of relationship
permanence, equality and reciprocity in business.
While the factor of conflicts is negative for the busi-
ness relations development, the conflict resolution
factor encourages this development. Reaching a
mutually acceptable compromise, without having
to implement formal procedures, especially impacts
the development of trust among the exchange part-
ners, as well as commitment to developing their
business relationships.

Managing the process of establishing learning
relationships depends on the retailer’s ability to
perform filtering of information received from its
customers, to use them and manage the informa-
tion useful for their future cooperation. Consumers
are, on the other hand, very precise in their expec-
tations of retailers. They simply expect to get what
they want - when they want it, where they want it,
and in the way they want it. Modern technology
makes it possible to respond to these consumer de-
sires with the right product at the right time, on the
right place and in the right way. Communication
technologies and database management technology
enable retail companies to collect large amounts of
data on individual customer needs and demands,
and also enable their use in customizing products
and services to meet specific customer needs and
demands. (Pine et al., 1995).

The introduction of e-business leads to abandon-
ment of the outdated “product-centric” business
orientation, based on the product ranges, and to its
transition to a “customer-centric” business orien-
tation based on customer needs. Modern business
enterprises are also called “customer-strategy en-
terprise” (Peppers and Rogers, 2004), referring to
their partnership with the clients as the focus of the
business.

Peppers and Rogers (2004) suggest that develop-
ing partnerships between organizations and their cli-
ents guarantees stability of the trade between them.
If customers choose to engage in exchanges with a
competitive organization, they need to spend some
time and energy, often very much time and energy,
to get to know a new organization and provide it
with the same information and knowledge their
former partners have already acquired about them.
This decision leads to the so-called switching cost,
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which occurs when a consumer establishes trading
relationships with another organization. Therefore,
developing a quality relationship with the existing
trade partner and developing loyalty to it represents
a more profitable option for a consumer.

Partnerships are an integral part of the process
of generating knowledge about the partner in the
exchange - the so-called “knowledge-generating
process” (Hakansson and Johanson, 2001). These
are built on the basis of knowledge about the trad-
ing participants, and imply the organization’s ob-
ligation to adapt its offer to customer needs when
customers provide information about themselves
(Peppers and Rogers, 2000). With each subsequent
interaction, their relationship gets better and bet-
ter, and also “smarter and smarter” (Egan, 2004) in
terms of expanding knowledge about the client, in
terms of the organization’s ability to predict future
customer needs. Due to all this, learning relation-
ships as a form of partnership represent important
and powerful means of creating competitive advan-
tage of organizations. (Selnes and Sallis, 2003). In
this way, an organization learns about the character-
istics, needs and desires of each individual customer
through conducting business transactions and com-
munication interactions. On the other hand, a con-
sumer learns about the characteristics of their part-
ner organization through the processes of product
purchase and using its services. We can conclude
that the benefits of these partnerships are the fol-
lowing (Peppers and Rogers, 2004):

1. From each new trading experience, and through
any feedback received from their partner organi-
zations, the client himself learns more and more
about their own preferences. Thus the client be-
comes more capable, more efficient and effective
in the purchase processes, as well as in managing
other aspects of their personal and business life.

2. From each new interaction and each subsequent
feedback received from their clients, the or-
ganization learns about their own strengths and
weaknesses, advantages and disadvantages. Con-
sequently, it becomes able to manage the market-
ing, communicational and other aspects of their
business more efficiently and effectively.

This leads to the conclusion that in the era of busi-
ness interactivity, in which clients participate actively
in business and where it is possible to do business with
each individual client, one of the critical factors of busi-
ness success is establishing quality relationships with a
particular group of the most profitable customers.

CONCLUSIONS

The previously mentioned shift of market econ-
omy towards a new, knowledge economy, also re-
quires changes in the approach to marketing. Cus-
tomers no longer wish to be treated uniformly, but
individually. Therefore, the new economy implies
a shift from mere data collection and customer da-
tabase creation based marketing, to an actual Cus-
tomer Relations Management (CRM) - a process
that modifies a consumer’s behaviour over time en-
abling the organization to learn from every interac-
tion with its customers and to adapt to a customer’s
behaviour and habits. This strengthens relationships
among customers and companies. Unlike tradition-
al marketing which focused on the company itself
(the goal of targeting customers was to help the
company sell as many products as possible at lower
cost), CRM places the client in the center of its in-
terests. Although the ultimate goal is still to increase
the company profits, this is achieved by focusing on
the customer service and taking their benefits and
values into consideration, and not what the com-
pany wants to sell. This is achieved by strengthening
the customer-company bond. CRM should not be
seen as an overnight solution, but as a solution that
contributes to organization profits in the long run.
(Newell, 2002).

On this occasion we emphasize the fact that knowl-
edge economy has changed the way of man’s think-
ing, both as an individual and as a product buyer or
service user, so the modern business practice must
inevitably adapt to these changes. All participants
in the knowledge economy, namely managers and
their clients should take the following findings into
consideration:

+ Knowledge economy shifts from focusing on
products and services themselves to focusing
on the experience and knowledge of service /
product users. This precisely is the area where
companies find opportunities to differentiate
and achieve competitive advantage.

+ Companies, being aware of the need to trans-
form its structures and processes, increasingly
rely upon the knowledge they possess, not
only about themselves, their employees, prod-
ucts and services, but also upon the knowledge
of their service customers and product buyers.

+ Knowledge economy alters the boundaries
which define the main role protagonists in



the economy: consumers are not only cus-
tomers, but they enter the domain and au-
thority of the seller by their involvement in
product design innovation and service de-
velopment; sellers are able to put themselves
in the position of their costumers by adopting
knowledge about their experiences, needs and
aspirations. This relation, two-sided in all re-
spects, brings benefits to both parties.

¢ Product buyers and service users access more
easily to various information and knowledge
related to the purchase and manufacturers,
they adapt to e-commerce and online shop-
ping, their taste and needs change often and
rapidly, and their main producer directed re-
quirement is an individual approach achieved
by possessing knowledge about clients.

+ Organizations know how much knowledge
their employees have, and this knowledge
should be multidimensional, competent, ac-
cessible and applicable.

The intention of the authors of this paper is to
point out the necessity of innovative application and
interrelating the modern management and market-
ing concepts in order to achieve and maintain com-
petitive advantage of organizations. We put special
emphasis on understanding the advantages offered
by the concept of CKM. In this sense, the applica-
tion of this concept provides answers to the follow-
ing important issues:

+ An effective response to the expressed de-

mands for quality servicing of consumer and
customer needs and demands;

+ Creating products and services that will serve
to meet new needs and requirements custom-
ers are often not aware of;

¢ Adequate response to requests for the prod-
ucts and services which will facilitate and
simplify clients’ life and work;

+ Finding a solution to the issue of the lack of
time, especially the time spent on browsing
product ranges and shopping; and

+ Customer impatience in terms of time and
the speed of a company’s feedback to their
needs and requirements.

We believe that the benefits of the aforemen-
tioned concept can be the key to achieving and
maintaining competitive advantage of organizations
in an environment of multidimensional problem-
solving as an imperative of modern business.
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ULOGA MENADZMENTA ZNANJA U IZGRADNJI ODNOSA SA KLIJENTIMA

Rezime:

Menazment znanja predstavlja interdisciplinarni poslovni model, u ¢ijjem se fokusu
nalazi generisanje i razmena znanja unutar organizacije. U procesima generisanja i
distribucije znanja, klju¢nu ulogu imaju zaposleni, ¢ije zadovoljstvo ¢ini paradigmu
ostvarivanja uspe$nog menadzmenta znanja.

Tokom protekle decenije, menadZment odnosa sa klijentima pokazao se kao koncept
neophodan za ostvarivanje poslovnog uspeha u praksi preduze¢a na svetskom trzi-
$tu. Njegova sustina zasniva se na uspostavljanju i odrzavanju dugoro¢nih odnosa
sa klijentima, sa ciljem stvaranja vrednosti kako za klijenta, tako za organizaciju.
Kao i svaka druga vrsta odnosa, i odnosi koje organizacija gradi sa svojim klijentima
dozivljavaju promene tokom tzv. ,.zivotnog ciklusa odnosa sa klijentima“. Tokom
ovog procesa, stvaraju se ,,prinosi na poslovne odnose® ¢iji je preduslov upravo
smesten unutar same organizacije.

Direktno upuceni ka istom cilju, a to je satisfakcija potrosaca, koncepti CRM i me-
nadzment znanja, u svojoj sinergetskoj formi, deluju putem integrisanog koncepta
MenadZmenta znanja o potro$a¢ima, odnosno klijentima preduze¢a. Multidimen-
zionalnost savremenog poslovanja zahteva povezivanje kompetencija stru¢njaka
bazi¢nih poslovnih oblasti, medu kojima poseban akcenat treba staviti na deljenje
znanja, komunikaciju i gradenje partnerskih odnosa u poslovanju.

Kljucne reci:
menadzment odnosa sa
Klijentima,

partnerski odnosi,

zivotni ciklus odnosa sa
Klijentima,

povezivanje kompetencija.
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