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Introduction. Modern business conditions require the continuous development of
principles and methods of enterprises. Today the classic marketing cannot satisfy all needs of
the post-industrial agein the 21st century. New customers’ attraction is becoming more
expensive in conditions of information glut and large number of competitors. Therefore,
retention of existing customers is more effective. This is the key point in the concept of
relationship marketing and client-oriented companies’ activities.

The issues of customer-oriented business, the high service level and maximum
customer satisfaction are highlighted in the works of many authors (Vandermerwe 1999,
Armstrong & Kotler 2000;Gupta & Lehmann 2005; Cook 2011). However, problems of the
transition to the new customer-oriented concept of Ukrainian enterprises considering local
circumstances are studied in sufficiently.

That’s why the article aim is to analyze the main features of customer-oriented
enterprises, to study problems of transition to the new customer-oriented concept of Ukrainian
enterprises and to development the recommendations for them.

One of marketing theory founders Ph. Kotler suggested that marketing develops in 4
stages (Fig. 1).

The final stage of marketing development is switching attention from the product to
the consumer. That’s why the traditional “4P” concept expands with another “P” - element —
people, which include the human factor in the process of market-oriented economic activities
(staff, customers, partners, etc.).

Thus, in the early 90's XX century relationship marketing is talked about. It is a
system that aimed to establishing long-term and constructive relationships with consumers,
unlike the previous concept that has a short orientation (Armstrong & Kotler 2000; Marketing
2009).



Stage 1 — Orientation on product
limited goods production, high demand, minimum of
marketing

!

Stage 2 — Orientation on sale
market is flooded with products, active trading

!

Stage 3 - Segment orientation
sale is aimed not at the whole market, and at some of its
areas (segments)

!

Stage 4 - Target customers
most useful application of the information about each
customer of the target segment

Fig. 1. Stages of marketing by Ph. Kotler (Armstrong & Kotler 2000; Marketing 2009)

In today's world when markets are not developing so rapidly and new consumers are
not emerging all the time, companies force to fight for every customer. It is believed that
keeping existing customers is 5 times cheaper than winning new (Armstrong & Kotler 2000).

The regular customer profitability is associated with the concept of “Customer life-
time value” (CLV). First this term was used in 1988 (Shaw 1988). Customer life-time value is
the current value of all current and future incomes derived from the customer during
cooperation period (Gupta &Lehmann 2005). In another approach, CLV - is the net present
value of future profit flows that can be obtained during the whole customer cooperation
period (Marketing 2009).

Analysis of economic activity shows that new consumer’s CLVis much smaller.
Because he buys products fewer times than a regular customer does. And the cost of new
customer attracting is much greater than the cost of existing customer keeping. It includes
spending of advertising and marketing, trading personnel salaries and bonuses, the cost of
consumer processing etc.

These principles have led the change in the company activity direction: from short-
term and disposable to long-term and stable incomes. To do this, companies have to focus on
customer satisfaction, customer retention and improve their service level, i.e. they have to

become customer-oriented.



Fig. 2 shows the differences between the product-focused company and customer-
oriented company.
Customer-oriented company focuses on long-term cooperation with customers in the

future, as traditional businesses - on short-term profits today.

The traditional business concept Customer-oriented business concept
The aim of the company’s activity is _ The aim of the company’s activity is
keeping the existing situation development and changes
Companies produce and improve their Companies are constantly looking for new
products or services, invent new -<—» ways to operate, to create for and together
technologies with consumers

Enterprise receives profit growth by
maximizing of the customers' value over
time (the longer the customer is with the

company, the more money he brings it)

Enterprise receives profit growth by
reducing costs and increasing income from
production of basic goods and services

A\ 4

A traditional enterprise orients on markets | | A customer-oriented company directs its
and an "average" consumer activity to each individual customer needs

4

An enterprise relies on unstable material
values

-<«—» An enterprise relies on rich intangible values

Fig. 2. Differences between the product-focused management and customer-oriented concept

(based on (Vandermerwe 1999))

Companies that base their activities on innovation, flexible organization and social
responsibility are more effective and more successful than companies that use more
traditional strategies. Today companies’ tangible assets hold only a small fraction of their
market value. Information and knowledge, image and experience are becoming new income
sources.

It is necessary to take into account customers’ needs and requests (to carry out the

customer-oriented activity) for tooling long-term interactions with customers.



Let’s consider customer-oriented company’s features (Fig. 3). The main customer-
oriented company’s differences are the service high level, knowledge about its customers and

their needs as well as the individual approach to every customer.

Compliance with the Pareto
principle: 20% of regular
The constancy, stability customers bring 80% of profit Knowing own
and discipline of the customers and their
activity needs

High service level Structuring of sales

(availability, quality, Customer-oriented service not for products

warranty, reliability, company types, and for customers
etc.) types

The high level of the Individual approach to

employees competence every customer
Using special software CRM in

the enterprise activity

Fig. 3. Customer-oriented company’s features (constructed by the authors based on

(Vandermerwe 1999; Kendiukhov 2006; Gevko 2011))

Since, as mentioned above, the relationship marketing involves an individual approach
to each customer, it is believed that such concept is suitable only for industrial enterprises,
which have a limited number of customers and partners. But with the advent of new computer
and information technologies individual approach introduction has been possible for mass
production and service enterprises (mobile companies and banking institutions has
successfully demonstrated it).

It is also considered benefits that the company will receive, if it chooses the customer-

oriented business concept, and disadvantages of this concept (Fig. 4).



New customers attracting is more
expensive than keeping existing ones

Satisfied customers are more likely to
recommend products or services to other

Keeping existing customers would not allow
competitors to grab any market share

Usually loyal customers spend more money, but their
service is cheaper
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Company supporters are more likely to buy goods or
services by a price with premium from a manufacturer what
they know and trust
Databases with information about customers is necessary
for good service and maximum satisfaction of regular
customers needs. These databases are require significant
investment in computer hardware and software, staff
training, etc.
~ Constant consumers are not always cheaper in maintain|
. than new ones. Because if they know their value. they
____may require special conditions, discounts, ete.

. Consumers don’t always will to maintain long- |
- term relationships with the company or provide |

It is difficultly to convince staff in the
consumers value and necessary of
databases using
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Fig. 4. Advantages and disadvantages of customer-oriented business concept

(based on(Marketing 2009; Cook 2011))

As a conclusion of fig. 4,an enterprise, that chooses the activity concentration in
consumers, faces with certain difficulties, but receives saving cost, increasing profits,
retaining existing market position and increasing the number of customers by growing
positive image.

In scientific circles today there is no single approach to determine the relationship
marketing. Scientists consider this concept as a system of the enterprise interaction with the
environment. But most experts include in external subjects only buyers and distributors.

In our opinion, it is necessary to expand this range in all environment subjects that are
or may become its economic partners in the future. Thus, we propose to define the concept of

relationship marketing as marketing, which directs the activities on establishing long-term and



strong relationships with external players (customers, suppliers, partners, financial
institutions, distributors, government, etc.).

However, the Ukrainian companies that have decided to change their management
principle to the customer-oriented concept may confront with problems and barriers.
Therefore, the authors analyzed the main obstacles, grouped by elements such as personnel,

processes and technology (fig. 5).

State

Processes

Staff:
o 5:aff undesirability and eimperfection existing or lack of
unwillingness to move to the new necessary business processes;
management concept, change e miss of database with information
existing principles; about the environment and

e lack of top management economic contractors in the
understanding the necessary of enterprise;

change and moving to the new emiss of business processes
management concept in their automatization;

company; elow level of business processes

e imperfect of the organizational informatization;

structure for the implementation of | ®organization obsolescence of

etiquette among Ukrainian

. low level of business
companies

the new management system business processes in the enterprise

. Ukrainian legislation imperfection in

the sphere of economic activity,
intellectual property, information
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Q Enterprise
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Technologies:
e low level of business process automation;

einsufficient technical equipment level of the enterprise
emiss of required special software in the enterprise;
e management unwillingness to invest in computer hardware and software;

economical players to long

. unwillingness of
and stable cooperation

e low level of the staff computer education

. high level of corruption and
shady business

Economical players

Fig. 5 — Authors’ systematization of implementing customer-oriented management concept

problems in Ukrainian enterprises

Considering these problems, it is recommended to form the transition system to the

customer-oriented management concept (Fig. 6).



Diagnosis of current situation:

diagnosis of the existing state interaction with the environment;

analysis of business processes;
analysis of organizational structure;

monitor of the staff behavior according to the customer-oriented

business concept;

analysis of the possible and necessary budget for transition to the

new business concept

=

Formation of the customer-oriented
management system, which includes
orientation to consumers’ needs and taking
into account the partners’ interests

Staff

The reorganization of the company
structure, the separation of required
units and departments

Processes

Business process reengineering

A

4

Changing the behavior of certain
groups and the whole team

v Separation processes that need
automation € -

4 Identifying information, what
Changing beliefs of the individual necessary for relationship
worker management

—

Technologies
— choice of the technology platform for
effectively relationships management
— technology introduction in the enterprise
activity
- staff training

'

The transition to the new customer-oriented business
management system

A 4

Analysis of the effectiveness of the customer-oriented
business management system

A 4

Adjustments of components for more effective customer-
oriented management

Fig. 6. Scheme of formation customer-oriented management concept system



The first step is to analyze the enterprise’s current situation in the following aspects:

- how does the interaction with the environment carry out at the analysis time;
are there loyal customers and partners of the company; what percentages of total income are
constant customers give; are there some prospects for establishing interaction; are there some
obstacles etc.;

— analysis of internal environment: what business processes are responsible for
interaction with the environment; what business processes are automated or can be automated
to improve functioning;

- is the company’s organizational structure effective; is there the function
duplication; aren’t some functions actually run the company;

— how do company employees interact among themselves; what are the service
level and customers and business partners satisfaction level from interacting with the staff of
the company;

- analysis resources that the company can and ready identify to form a new
management concept; what are the funds needed.

On the analysis basis a new customer-oriented management system is formed. It
includes orientation to consumers’ needs and taking into account partners interests.

First it is necessary to make changes in the personnel management, to reorganize the
company’s structure to cover all necessary functions of interaction with the environment and
to avoid duplications. It is also necessary to bring to the whole team and to every employee
the impotence of interaction establish with the environment and maintenance of enterprise’s
customers. Employees must adhere to a high service level.

The company must also make reengineering business processes for better interaction
with the environment, isolate and automate processes to increase efficiency, identify the
information what is necessary to interact with the environment. Special software is
implemented to the company’s activity for better automation and accumulating databases. It is
necessary to develop programs or to purchase ready ones, to hold staff training.

Use the Network readiness index (NRI) of the World Economic Forum for evaluation
Ukrainian enterprises readiness to use special IT-tools in their activities.

NRI measures the ability of countries to use the opportunities offered by information
and communication technologies. NRI has three components: the environment for ICT
offered by a country or community, the readiness of key stakeholders (people, companies and

governments) to use ICT and the use of ICT among these stakeholders. Ukraine on the list of



2015 took only 71th place, behind Mexico (69th place) and Trinidad and Tobago (70th place).
Polish is on the 50th place, the Russian Federation is on the 41th place.
Indicators for each component of the rating NRI 2015 for Ukraine is shown in Table 1.

Table 1 — Subindex and pillars of Networked Readiness rating 2015 of Ukraine

Subindex and pillars Rank Value
Environment subindex 104 3,6
- Political and regulatory environment 122 3,0
- Business and innovation environment 77 4.2
Readiness subindex 28 5,6
- Infrastructure 46 4,7
- Affordability 10 6,6
- Skills 36 5,6
Usage subindex 94 3.4
- Individual usage 78 3,7
- Business usage 78 3,5
- Government usage 124 2,9
NRI 71 4,0

According to the Table 1 Ukraine has high affordability and skills levels, well-
developed ICT infrastructure, but political and regulatory environment. This is caused by the
unstable political situation in the country and imperfect legislation. Ukraine has also a very
low value of government usage.

But we can see the rising trend of the NRI, which indicates positive prospects for the

introduction of information technologies in the Ukrainian enterprises activities (Fig. 7).
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Fig. 7. Ukrainian rank of NRI in 2012-2015




But in other countries the introduction of CRM technologies are making actively.
Thus, according to Forrester Wave half of technology decision-makers at midsize
organizations USA indicated that they have implemented a subset of CRM capabilities.
Specifically, 34% have already implemented a customer service and support (CSS) solution;
29% have implemented a sales force automation (SFA) application, and 20% have
implemented marketing automation and many are planning to upgrade their tool sets. An
additional 27%, 23%, and 26% have plans to adopt a CSS, SFA, and marketing automation
solution.

After these the transition to a new customer-oriented system management is carried
out. After some functioning period of the new system the company has to analyze the
effectiveness of its implementation and adjust some ingredients for a successful business if it
is necessary.

Thus, it should be noted that the ability to introduce innovative solutions in the
enterprise activity helps use its strengths maximally, identify weaknesses and neutralize them
effectively, develop resistance against external threats and confront crises.

Customer-oriented companies are appeared based on the relationship marketing
concept. They chose innovations and development; focus their activities on meeting
consumers’ needs, high-quality service and maintenance unlike traditional ones. The
customer-oriented activity gives benefits to the enterprise as saving cost, increasing profits,
retaining existing market position and increasing the number of customers by growing
positive image. Relationship, attracting and retaining of customers experience of customer-

oriented enterprises form the basis for the successful enterprise activity and efficient business.
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