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Abstract

This study aims at examining the impact of customer relationship management (CRM) on
innovation capabilities of Kuwait Airways. Five dimensions of CRM were included in the study:
information sharing, customers' involvement, long-term relationships with customers, joint
problem-solving, as well as technology-based CRM. On the other hand, innovation capabilities
were measured by four dimensions: aesthetical innovation, marketing innovation,
technological innovation, and innovation in administrative affairs. A purposive sample was
selected from all employees of Kuwait Airways. A survey-based questionnaire was used to
collect data. Research findings indicated a high level of CRM adoption, with a first rank for
technology-based CRM. Additionally, there is a high level of innovation capabilities, with a
first rank for innovation in administrative affairs. The results also indicated that there is a
significant statistical impact of CRM dimensions (information sharing, customers'
involvement, long-term relationships with customers, joint problem-solving and technology-
based CRM) on innovation capabilities in Kuwait Airways. The researcher recommends paying
attention to enhancing employees' capabilities by training, investment in technological
applications, and interaction with customers through technical and social media in order to
generate new ideas that improve capabilities of Kuwait Airways in aesthetical innovation and
marketing innovation.

Keywords: Customer Relationship Management, Innovation Capabilities, Kuwait.

Introduction

In light of the intense competition, companies seek to improve their interactions with
customers by investing in relations with them by getting access to customer data, analysis of
customer value and improve the profitability of the business; so companies seek to remove
barriers and obstacles to reach to the customer loyalty (Rigby and Ledingham, 2004).
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However the importance of technology nowadays, customer relationship management
remains the main pillar in the establishment of relations with the customer. Organizations
can better plan by directing customer relationship management strategy (Pombriant, 2007,
Valos et al., 2007). The profitable relationship is the right relationship which is based on
choosing the relationship not building it (Verhoef and Donkers, 2001). This view does not
focus on how to develop and maintain the relationship, but more than that on how to build a
relationship that can have a positive impact on the profitability of the organization (Zablah et
al., 2004). The use of customer relationship management with high efficiency leads to
increase profitability.

Moreover, achieving a balance between retaining the customer and allocating
resources enhances the profitability of the organization, lead it to the optimal rate of profit
and maintain it (Reinartz et al., 2005). Maintaining the optimal rate is very crucial for the
profitability of the organization, and spending on the acquisition of the customer show a
decreasing possibility of the acquisition and customer profitability (Reinartz et al. 2005). So,
the organization's resources must be customized to keep the customer and develop the
relationship with it on an ongoing basis (Guru, 2003; Kracklauer, et al., 2001). On the other
hand, the organization fosters the time value of the customer “life", and sees that it is the
estimated profits made through their relationship with the customer, as the organization
considers the customer a shareholder in the fixed costs (Blattberg and Deighton, 1996).

Many scientists revealed that the human invent and create since the inception of
Creation to now; most human civilizations have been throughout ages concerned about their
children and worked to develop and increase their mental abilities in all areas. Innovation is
important in the modern era because it is the real bridge that reflects the theoretical ideas of
nations and individuals to the righteousness of the creative works; in addition, innovation is
the effective and practical criterion to measure excellence because it is easy to see the work
of creators and evaluate them accurately. We live today in a world characterized by
complexity and the problems that erupt every day to make innovation and innovation the
only solution that makes the individual and society able to cope with the demands of this era
(Mafraji, 2003).

Recently, many challenges that face the aviation industry have appeared due to the
technical developments nowadays, which require careful preparation for these challenges in
terms of information and human being. The aviation industry, especially at the regional level,
is experiencing multiple challenges and obstacles will have a direct negative impact on the
performance of airlines in general and Arab airlines in particular. Therefore, it is necessary to
harness all possibilities and data in order to fortify the Arab markets and support them with
all available means of information technology and strengthen communication networks and
information transmission lines with the travel and tourism offices, especially that there are
multiple distribution systems were able to prove their presence in Arab markets, which is a
big challenge to them. Furthermore, the rapid progress of the Internet, makes penetrating
Arab markets with the acquisition of travel bookings easy, which led to a decline in revenue
resulting from the reservation; so we must harness portals for automated booking which
enables customers to provide the best price and service for travelers through those gates, as
well as provide those offices with the latest ticketing technology.

The study represents a modest contribution to raise the scientific knowledge to be
addressed to one of the vital and key topics for institutions at the present time, as it sheds
light on the concept of customer relationship management and innovation capabilities, where
the importance of this study appears in the variables that are focused on to identify the

163



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN ECONOMICS AND MANAGEMENT SCIENCES

Vol. 5, No. 4, 2016, E-ISSN: 2226-3624 © 2016

impact of customer relationship management on the innovation capabilities, that after the
rapid development of information and global convergence with the issue of administrative
development technology and consider it a continuous process does not stop at a certain
point; as well as an attempt to learn about the concept of innovation and its importance to
contribute in the promotion of managerial development. The importance of the study lies in
the importance of the sector addressed by the study, which is the Kuwait Airways because of
its active role in supplying the Kuwaiti economy, at which a lot of government concerns focus
on this sector. In addition, the importance of the study is derived from the importance of the
subject as it is the first study by the two researchers that dealt with customer relationship
management and innovation capabilities in one study in an Arabic environment.

Theoretical framework
Customer Relationship Management

The concept of customer relationship management is not a new one; the organization
previously was building a relationship with the customer on a traditional basis (person--to-
person). But after the growth and spread of geographical organizations, many points of
communication became available with customers, so that led to a need to develop
information systems contribute to the knowledge and the speed of response and give a
comprehensive about of the customer (Jutla et al., 2001). Therefore, the importance of
customer relationship management lies in how to retain the customer and to meet his needs
on an ongoing basis.

The concept of customer relationship management helps in building rapport between
the organization and the customer by providing a specific service for each customer, for
example by designing a Web page shows price and product and take into account the location
and condition. So we can use CRM to create a personal experience with the customer, which
reflects sense of interest to the customer (Peppers et al., 1999). Customer relationship
management is considered the most common technological innovation nowadays, as the
practice of the organization to (CRM) enhances customer satisfaction and increases revenue
and profitability of the organization (Badgett et al., 2004; Kale, 2004; Petersen, 2004). The
concept of customer relationship management is derived by Drucker (1954) that the
organization should consider its customers as the basis of its existence. CRM has begun to
coincide with the advent of information technology, and it became one of the key marketing
strategies of the organization in the past decade.

The importance of CRM began to appear in most of the concepts and fields. The concept
of CRM is closely associated with the quality, service and marketing management and the
customer loyalty, especially that the customer has an important role in the process of
providing high-quality service, as customers’ visions have a direct impact on the results of the
service. Therefore, the use of CRM can contribute in bridging the gap between the perception
and expectations of customers, and this contributes to the provision of high quality services
(Deng & Pei, 2009; Wu, 2010).

The Concept of Customer Relationship Management CRM

The term CRM first appeared in the mid-nineties as a concept linked to the practices of
information technology and business (Pombriant, 2007). The most modern definitions see the
CRM as a practical process or a strategic plan or rather than a computer system. The concept
of CRM is the opposite of the general model for marketing, which is based on the marketing
of products (Battista and Verhun, 2000). Wright et al (2002) mentioned that some
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organizations consider CRM as e-mail messages or marketing database, while others see it as
analytical processing through the use of the Internet and the customer interaction centers.

Goodhue et al (2002) defined customer relationship management as an application that
helps the organization to reach the optimal deal with the customer and the supplier or
communicate with the customer in different ways in order to gain, survive and promote
additional commodities linked with key products. Wright et. al. (2002) believes that CRM is a
system that combines computer software and management practices for customer service
from the beginning of the service request or purchase to delivery and after-sales service.

Dyche (2002) points out that the CRM is as infrastructure which enhances the value and
loyalty of the customer in order to achieve the repeated purchase by him. Srivastava et al.
(1999) defined CRM as a group of operations seeking to build a mutual, beneficial and
profitable relationship with the customer, which includes many sub-processes, such as
identifying, finding and creating communication with the customer. Many others also
participate in this view such as (Plakoyiannaki and Tzokas, 2002). Day and Van (2002) defined
CRM as a process only concerned with the interaction management between the organization
and the customer, in order to maintain these interactions for a longer period, develop and
maintain profitable customer relationships. Adenbajo (2003); Croteau and Li (2003); Deck
(2003) defined CRM as a strategy; (1) (Gefen and Ridings, 2002) as a technological tool; (2).
(Plakoyiannaki & Tzokas 2002; Reinartz et. al., 2005) as a process; (3) (Dyche, 2002) as ability;
(4) and (Hasan, 2003) as philosophy.

Customer Relationship Management Dimensions (CRM)

Researchers classified CRM dimensions as (internal and external); the internal
dimensions focus on organizational and cultural structures and knowledge management;
while the external dimensions include interactions with customers (e.g, involving customers
and sharing information). Lin et al (2010) sees that the CRM dimensions represent
(information sharing, customers' involvement, long-term relationships with customers, joint
problem-solving, as well as technology-based CRM). This study focuses on five dimensions of
CRM cited by Lin et al (2010), namely, (information sharing, customers' involvement, long-
term relationships with customers, joint problem-solving, as well as technology-based CRM).

Information Sharing

It refers to the exchange or sharing of basic and exclusive information through
interactive activities between the organization and customer (McEvily and Marcus, 2005), the
common information usually includes the needs of the market, customer preferences, sales
promotion, and the announcement of a new product (Mentzer et al., 2000).

Studies also indicated that sharing information affecting the value and efficiency of the
process of developing the new products. Thus, the exchange of information contributes to
gather important data and ideas about the product, market, and competition. The exchange
of information between the customer and the organization helps to explore the best
opportunities and the unique capacity to find the values of the product (Fang et al., 2007).
Therefore, the exchange of information between the organization and the customer must
work to increase the value of the new product.

However, the organization is seeking in the present day to invest in customer
relationship management software, and trying to design new forms of relationship with the
customer, such as technologies that are used by the customer and connected to the Internet
to interact with suppliers. The creation of technology-based approach to participate has
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become of great importance for innovation and the growth of strategies in the organization.
Methods and research of traditional market are seen as outdated because of the emergence
of modern technology, which provides more comfort in the customer’s participation.
Therefore, the demand requires studying the customer partnership process in the context of
creating a common value, rather than innovation mainly based on the company or
organization (Roberts et al., 2005).

Customers' involvement

It refers to the process of customer involvement in new product development activities,
technical meetings, meetings of market valuation, and annual meetings of own supply chain.
The customer usually contributes in the delivery and provision of information concerning
technical support for the operations and demands of the market, which should lead to a
better understanding of the requirements of the expected customer (Sin et al., 2005).

The customer relationship management process is a comprehensive approach based on
the interaction between the organization and its customers. Therefore, the effectiveness of
CRM is not only production practices, but the Organization must communicate with the
customer with respect to the products and services they need, and take them into account.
When the customer informs the organization about his "needs or desires", doing so, the
organization and the customer are cooperating in the field of product sales (Peppers and
Rogers, 2004); customers usually provide information about market demands and technical
support in this process, which should lead to a better understanding of future requirements
(Sin et al., 2005).

Therefore, the organization recognizes its need to communicate with the customer, as
well as to identify the level of loyalty, satisfaction or to listen to complaints. Doing so, it shows
its concern about customer participation, listen to him to get on their feedback and ideas for
better performance, as well as the development of products and services in a competitive
market environment (Singh, 2002).

It is supposed that the customer participate in the development of new services that
will achieve a level of customer satisfaction (Lagrosen, 2005). The highest level of customer
value is to work to ensure customer satisfaction and loyalty over the long term. It further
enhances the brand, the company, and help to compete in the local and global markets
(Gungor, 2008). In this context, the customer works to help the organization to adapt itself to
the changes that are constantly occur in the competitive environment, as well as help to focus
its key ability to respond to market demands and customer service they provide (Gungor,
2008).

Long-term relationships with customers

The long-term partnership is considered a business relationship contain trust and
commitment between two parties. Where the two parties share in the same goals and their
mutual benefits to be on a reliable basis and can be relied upon (Mohr and Spekman, 1994).
Studies have shown that long-term partnership involves a high degree of commitment and
mutual trust, thus both parties are willing to provide resources in a fair and reliable way, in
order to reach the goals of both parties (Handfield and Bechtel, 2002)). If the business seeks
to maximize long-term performance in terms of customer satisfaction, we must build and
strengthen the objectives of mutual beneficial long-term relationships with customers (Sin et
al., 2005).
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Furthermore, the basis of mutual understanding and trust between the organization
and the customer helps the organization to maintain a close partnership with the customer
and the ability to determine the exact requirements, also contributes to the promotion
activities, strategies for retail and marketing, and to provide an acceptable scheme for the
prices to the customer (Lin and Germain, 2004).

Joint Problem-Solving

The term "joint problem-solving" refers to the cooperation between the organization
and the customer in solving problems together and sharing responsibilities when facing
difficult or unexpected situations (McEvily and Marcus, 2005). The practice of solving a joint
problem has a positive impact on the success and development of products in the market. So,
Ritter and Walter (2003) believe that it is easy for the organization to improve the quality of
their products, their practical and technical capabilities as well. So In practice, this means the
customer’s participation in solving the problems of designing the product or the technical
problems. The process of participation in solving the problem provides continuous
improvements affects on existing products, processes, or services (Huang and Chang, 2008).
Specifically, this involves all existing designs and processes in the markets. According to both
Lin and Germain (2004), the organizations equipped with sound mechanisms for the
participation of solving problems with the customer are in a better condition to provide after-
sales services, meet customer needs, provide security and maintenance services.

Through the involvement of the customer in the solving process, it enables the
organization to enhance the customer value when buying and using goods or services. It also
enables the organization to understand the customer's needs deeply and with more value,
reduce the risks in innovation as well (Maklan et al., 2008). Participatory approach in joint
solutions increase the customer value and returns are much greater than itis in the traditional
methods based on the search for the customer’s needs and respond consecutively with new
products (Lilien et al., 2002).

Technology -based CRM

The customer relationship management process based on technology uses techniques
to facilitate various CRM activities and provide assistance to the customer through technology
effectively, including saving data, finding data , systems and customer relationship
management software (Sin et al., 2005).

Technology enhances the efficiency and smartness of customer relationship
management to a large extent. Accurate data for the customer is essential to the success of
customer relationship management performance (Abbott et al., 2001). So the organization is
working to increase its capacity through the collection, storage, analysis and exchange of
information with the customer, and seeks to promote this capability and responsiveness to
the needs of the customer and thus attract the customer and keep him (Butler, 2000). The
techniques and technologies of managing customer relationships help the organization
understand the customer in a comprehensive way, organize internal data to reduce service
costs, and help salespeople to end transactions more efficiently as well as improve marketing
programs.

Through technology, the organization interacts directly with the customer through
social media to gather and evaluate ideas and offers. Using the outcome of the information
collected, the organization will be able to provide a rapid response to customer requests and
create new product. On the other hand, the customer can use the Internet-related technology
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to manage its relationship with the supplier; it is likely that they will also participate in product
innovation process (Sin et al., 2005).

Innovation Capabilities

Innovation has become essential in recent times to achieve the success of business
organizations (Cobbenhagen, 2000), where organizations are heavily exposed to competitive
pressures. Customers also impose strict conditions on attention, customization, and speed of
delivery, quality, environmental performance, and so on. In order to ensure its
competitiveness, or even its ability to continue, so that organizations must be able to meet
these challenges by providing a continuous flow of products, processes, new and improved
services. The need for innovation is a global demand, regardless of size or sector or
technological development, and the environment in which the technologies and competitive
situations and customer requirements change overnight where the life cycle of products and
services reduced, the ability to innovate managing successfully becomes important to keep
the competitive strength of the organization.

Innovation is also an essential function for the business and allows the organization to
continue to grow and thrive in a competitive environment. It is a major theme in the
administrative and strategic research, the lifeblood of the organization (Kelley, 2005), the way
of competitive advantage as well (Grant, 1996) and a strong motivation for economy
(Grossman & Helpman, 2001). Innovation can take the form of products or services or the
routine, or processes or industries (Rogers, 1995).

Schumpeter (1947; 1942: 83) sees that innovation is a full blow of what was previously
unknown and create something new, and this type of innovation makes economic revolutions
happen constantly. And that such economic change revolves around the business. In spite of
that business contributed to the increase of creations, large organizations began to imitate
the leading behaviors to increased innovation capabilities. Innovation ideas are important and
necessary for successful innovation; the constant influx of innovation ideas will help in all
stages of the innovation process (Sheremata, 2000), and achieve a competitive advantage of
the organization (Hunt and Morgan, 1995). In fact, innovation atmosphere makes innovation
important in the process of developing new products as well as the risk in the developmental
process of the products (Cooper and Kleinschmidt, 1995).

Innovation has become a subject of interest to scientists and researchers in some of the
first studies on the economy and organizations, which resulted in the broad definitions of
innovation, that have contributed in the knowledge of how to create new ideas by the
organization. A lot of different definitions in various fields of science, literature, economics,
management, sociology and communications have been found (Baregheh et al., 2009).
Studies also showed different types of innovation activity; many definitions of the product,
the process and innovation have been developed in order to highlight the role of the owner
of the need West & Anderson (1996), technology Nord & Tucker (1987) knowledge Plessis
(2007), and management (Birkinshaw et al., 2008). While many scientists have adopted
innovation as a state of art Abrahamson (1996) and others are aware that it is a new idea for
the organization.

Penrose (1959) defined innovation as the use of the same resources for different
purposes or in different ways in combination with various types of other resources. Thompson
(1965) defined innovation as generating, accepting and implementing ideas, processes and
new products or services. Innovation was also defined as the development and
implementation of new ideas by the people who engage with the passage of time in their
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dealings with others within the institutional system (Van de Ven, 1986). He focuses on four
key factors namely (new ideas, people, transactions, and Organizational context). Roberts
(1988) considered innovation as the generation of an idea or invention, and then turn that
invention into business or to any other useful application. Therefore, we find the public
administration of technical innovation, include organizing and directing human resources and
the capital effectively through (the creation of new knowledge - and generate technical ideas
geared to new and improved products for manufacturing processes, and services - develop
those ideas into business models - and finally transfer them into manufacturing, distribution
and use).

Innovation Capabilities Components

The study focused on four dimensions of innovation abilities represented by
(administrative innovation - marketing innovation - technological innovation - and aesthetic
innovation).

Administrative Innovation

Yonghong et al (2005) defined Administrative innovation as the adoption of new
technologies that are integrated into the products or processes. Previous research has
indicated that the success of the administrative innovation provides the organization with a
competitive long-term success in a competitive market (Grover et al., 2007; Moors and
Vergragt, 2002). Administrative innovation is associated with the implementation of
techniques to create new markets or to provide new features, functions and tasks, not only
to solve technical problems (Green et al., 1995).

Administrative innovation improves the work of the organization, internal control and
organizational structure, as well as contributes in finding creative solutions to problems which
enables the organization to continue its administrative processes efficiently and effectively,
helping the organization to adapt to environmental changes occurring around them and
create proposals and ideas for the development of regulations, procedures and methods of
new business systems; this works to improve its productivity and raise the level of the
performance of employees that leading to the lifting of the overall performance.

Technological Innovation

Burgelman et al (2004) defined technological innovation as a range includes the
characteristics of the organization which facilitates and supports technological innovation
strategy. He also considers technological innovation a kind of special assets or resources that
include technology, products and assets, or knowledge, experience, and organization (Guan
and Ma, 2003). Sorescu et al (2003) defined technological innovation as the organization's
ability to develop new technologies that can be used to develop new products. As the
technological innovation is too expensive, it is one of the important things for the organization
to improve investment in appropriate technology. In turn, this increases the importance of
monitoring the competitors and their attitudes, through the identification, analysis, and
respond to the movements of competitors. While Evangelista et al (1997) pointed out that
the research and development activities are one of the key components of technological
innovation in the organization and that the agreement on the innovation is of great
importance. The success of technological innovation is not based on technological capabilities
only, but requires other innovation capacity in the industry such as marketing, strategic
planning, education, and other resources (Yam et al., 2004).
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The ability of technological innovation including Adler and Shenbar (1990) consists of
four types, namely, (the ability to meet the demands of the market through the development
of new products - the ability to manufacture these products using appropriate processes
technology - the ability to meet future needs through the development and introduction of
new products and technological processes - the ability to respond to any technological
activities resulting from competitors in unforeseen circumstances).

Aesthetic innovation

The aesthetic innovation is represented in the organization's ability to develop non-
technological elements; to change the outside appearance of the product; especially since
there is a difference between the aesthetic orientation and the ability of aesthetic innovation,
so because of esthetic orientation is what the organization wants to do, while the aesthetic
innovation ability is in what the organization can do.

Aesthetic innovation also requires close contact with the customer to determine the
types and advantages of aesthetic design in order to evaluate and speed of implementation
of the new products. So, communication provides a close relationship with the customer, as
it will enable the organization to monitor customer trends and respond to them while the
opportunities are available. This contributes significantly to the ability of aesthetic innovation.

The aesthetic features of the product lies in the outer appearance, and not in its
performance. For this, in comparison between the technological advantages and aesthetics
features, we find that the aesthetic is less need for customers because it is not linked to the
performance of the product. The customer who wishes to buy a computer at which his
priorities are performance, safe features storage space and speed, the outer shape is usually
a secondary need, especially after the clear low income levels.

Marketing Innovation

Marketing innovation had a broad concepts formed in all aspects of marketing, which
extends from the factory to the final consumer. Marketing innovation also focuses on
customer satisfaction and dexterity to identify and meet their needs better than competitors,
figuring out what the customer needs in the future as well. There is no doubt that the
organizations which can predict and detect latent needs of the customer, can guarantee
access to a leading advanced position also gives it competitive advantage through creative
marketing.

Marketing Innovation includes market research as adjust the price, the retail market,
promote advertising, retail channels, and marketing information systems (Vorhies and
Harker, 2000; Weerawardena, 2003). Dhomor (2003) described some elements of marketing
innovation as (fluency) by the size of the marketing activity in a given period, (flexibility) by
the degree of transition from marketing transition to another, (originality) by the ability to
generate new marketing ideas.

Customer Relationship Management and Innovation Capabilities

Lin’s study (2010), which aimed to identify the effects of different dimensions of
customer relationship management on the innovation capacity, where five dimensions have
been identified, (sharing of information, customer involvement, long term partnership,
problem-solving sharing, and technology based on customer relationship management), In
addition to the five aspects of the innovation abilities (product innovation, process innovation,
marketing innovation, and service innovation). A relationship has been the established
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between each of the customer relationship management dimensions and aspects of the
innovation capacity; at which each one of them was verified, data were collected from 107
Taiwanese companies that manufacturing computers, multiple regression analysis has been
used to determine the impact of CRM on the innovation capabilities.

The results found that Taiwanese computers’ manufacturers implement different levels
of customer relationship management, and therefore show different levels of impact on each
one of the five innovation capabilities and; in general, the companies are able to increase the
innovation capabilities through customer relationship management, and the relationship
between the innovation of the process, the involvement of the customer, administrative
innovation, marketing innovation and long term partnership were not of great importance but
the technology based on customer relationship management has a positive impact on all five
types of innovation.

Ada et al.’s study (2010), which aimed to find out how to Hotels achieve practices of
CRM, conducted semi-depth interviews with 45 managers working in 17 hotels; interviews
have been recorded and written, and then analyzed using content analysis. The study found
that all hotels possess a level of practices in customer relationship management, where the
most present purpose to the customer relationship management is to maintain the customer;
the results also showed that the assessment and monitoring were the most important
activities not to create value for customers, but to monitor the performance path in
communication with customers departments and evaluate the customer to their experiences
with the hotel / restaurant.

Bianka’s study (2013), which aimed to investigate quantitatively how they affect the
quality of the perceived relationship between the three components of associated relations
chain on the innovation capabilities in conventional food chains; the data were obtained
through a survey dealt with 90 three-company (i.e all 3 companies are gathered by a related
chain), as the research was conducted in three European countries and six categories of
conventional food products; heterogeneity of these chains has been testing by using cluster
analysis. Binary logistic regression was used to identify the impact of the quality of the
relationship on the innovation capacity in the studied chains. Three distinct groups have been
identified, as they reflect the three groups of innovation capabilities, namely: the high level,
medium and low. The quality of relations was determined through certain characteristics,
such as trust, social satisfaction, non-coercive power, and reputation. The results showed that
the characteristics of quality of the chain relationship can be important in improving the
innovation abilities in chains factors.

Stanley’s study (2013), which aimed to discuss the role of management involvement in
innovation and its relationship with the regulatory, technical and marketing creations.
Regulatory Innovation is characterized as being an administrative innovation and human
capital, and is considered intermediate structure to test its indirect effects on management
involvement in the technical and marketing innovation. The data were collected from 196
responders through a questionnaire sent via the Internet to the 2,500 participants, were
randomly selected from electronics manufacturing companies in China. Structural equation
model AMOS 18 has been used in order to analyze the data. The results showed that
management involvement had a positive impact on all dimensions of innovation. The results
also showed that organizational innovation had an average impact on the relationship
between the participation of management and technical innovation, despite the absence of
such relationship in the relationship between management involvement and marketing
innovation.

171



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN ECONOMICS AND MANAGEMENT SCIENCES

Vol. 5, No. 4, 2016, E-ISSN: 2226-3624 © 2016

Shu-Mei’s study (2014), aimed to identify the impact of the extent of knowledge of the
customer involvement and customer relationship management on the quality of service. The
study pointed out that organizations are aware that the customer is the most important asset;
and to achieve the highest level of customer satisfaction, quality of services provided to them
should be improved. Thus, the issue is that the organization involves the customer so that the
institution can find a relationship with the customer and maintain it, as well as improve the
quality of service provided to him, all of which have become issues of major importance. This
study deals with the discussion of these issues. Questionnaire was used as a tool to the study,
and statistical analysis techniques were used in order to identify the impact of the extent of
knowledge of the customer involvement and CRM on the quality of service. The results
showed a positive impact of the quality of service on CRM attributable to the partial variable
between the customer knowledge and the quality of service, at which the customer
knowledge enhances CRM while it in turn increases the quality of services and provide
competitive advantages.

Nastaran et al.’s study (2014), aimed to identify the impact of customers' knowledge on
continuous innovation and the enterprise performance in 35 private bank in Golan (Iran); the
study suggests that customer relationship management is an important and effective system
for the capabilities of innovation, and in any case, the role of CRM and the performance is not
understood fully. Data were collected through a questionnaire distributed to private banks’
managers in Golan, 265 questionnaires out of 350 were returned back; hypotheses were
tested using structural equation model. The results of this study showed that the customer’s
knowledge has impact on the speed of innovation and quality, in addition to the operational
and financial performance. The results also indicate that there is a different impact of the
customer’s knowledge on customers in different trends rather than the innovation and
performance of the institution.

Alirezaet’s study (2014), aimed to identify the relationship between the customer
relationship management in the branches of the Bank of Gawamyn in the Iranian capital of
Tehran. Data has been collecting based on the review; a questionnaire was designed after
verifying the validity and reliability, and then data has been collecting from the study
population, who are selected people from the bank branches in the capital Tehran; then the
data were analyzed using the statistical package for the Humanities program. The results
indicated that the four customer relationship management system factors namely, quality of
service, the characteristics of the service, the level of access to the service, and dealing with
complaints, had a positive impact on the customer satisfaction in the involved branches.

Research Hypotheses
Based on the above literature reviewed, the research hypothesis is:

H1. Customer Relationship Management directly influences Innovation Capabilities of
Kuwait Airways

More Specifically

H1a. information sharing directly influences Innovation Capabilities of Kuwait Airways

H1b. customers' involvement directly influences Innovation Capabilities of Kuwait Airways

Hlc. long-term relationships with customers directly influences Innovation Capabilities of
Kuwait Airways

H1d. joint problem-solving directly influences Innovation Capabilities of Kuwait Airways
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H1le. technology-based CRM directly influences Innovation Capabilities of Kuwait Airways

Research Framework

Based on study hypothesis, the following theoretical framework, shown in Figure 1, was
proposed in order to show the relationships among Customer Relationship Management and
Innovation Capabilities.

Information sharing

Customers' involvement

Long-term relationships with —D

Joint problem-solving

Innovation Capabilities

Technology-based CRM

Fig.1. Theoretical Model

Methodology
In this section, we discuss measures, sample and data collection as well as the statistical
tests used to evaluate the hypothesis.

Measures

The constructs in this study were developed by using measurement scales adopted from
prior studies. Modifications were made to the scale to fit the purpose of the study. All
constructs were measured using five-point Likert scales with anchors strongly disagree (= 1)
and strongly agree (= 5). All items were positively worded. Customer Relationship
Management consist of Information sharing, Customers' involvement, Long-term
relationships with customers, Joint problem-solving, Technology-based CRM were adapted
from previous studies (Lin et al., 2010; Shu-Mei, 2014). Innovation Capabilities construct
consist of aesthetical innovation, marketing innovation, technological innovation, and
Managerial innovation were adapted from previous studies (Minna et al., 2014; Bianka et al.,
2013).

Sample

A sample of 550 was randomly taken from the population of employees of Kuwaiti
airways. The unit of analysis of this study was employees of Kuwaiti airways . The
guestionnaires, with instructions of how to complete them, were distributed to respondents
by an interviewer. Subjects were asked to assess their perceptions of various items of
different constructs. Assessments were based on A Five-point Likert scale ranging from
“strongly disagree (1) to “strongly agree (5) was used to measure the 48 items. In order to
minimize possible response bias, instructions emphasized that the study focused only on their
personal opinions. There were no right or wrong answers. After completion, the
guestionnaires were checked and collected by the interviewer. However, due to some invalid
guestionnaires which were removed from the sample. The total sample size was 484, Table |
shows the characteristics of the sample.
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Table |
Sample characteristics
Variable Frequency %
Age group less than 30 115 23.8
30- less than 40 221 45.7
40- less than 50 42 8.7
50 years and more 106 21.9
Gender Male 353 72.9
Female 131 27.1
Educational level Diploma 148 30.6
Bachelor 278 57.4
Master 51 10.5
PhD 7 1.5

Females make (27.1percent) of the customers on the other hand Males respondents
represented (72.9 percent) of the survey population. The largest group of respondents (30.2
percent) were aged 40- less than 50. The next largest group (45.7 percent) were aged 30- less
than 40. Smaller groups of respondents were aged 40- less than 50 (8.7 percent). With regard
to educational level, respondents with Bachelor degrees were the largest group of
respondents make (57.4 percent), respondents with Diploma degrees make (30.6 percent).
Finally, holders of PhD degrees make (1.5percent) of the employees. The sample
characteristics of the respondents represented in Table I.

Data Gathering

The research data was collected through the questionnaire. The questionnaire began
with an introductory statement that asked respondents to administer their own responses,
assured them of confidentiality, and so forth. This was followed by a request for demographic
information and the measures. Data were collected through random questionnaires users.
The sampling frames consist of randomly selected 484 employees. The study was based on
the development and administration of a self-administered survey and conducted in Kuwait.

Reliability and validity of the survey instrument

The survey instrument with 48 items was developed based on two variables customer
relationship management as independent variables with five dimensions: Information sharing
(IS1-1S5), Customers' involvement (CI6-Cl10), Long-term relationships with customers (LRC11-
LRC16, Joint problem-solving (JPS17-JPS19), Technology-based CRM (TBC20- TBC 24), and
Innovation Capabilities as dependent variables with four dimensions: Aesthetical innovation
(AI25- AI29), Marketing innovation (MI30-MI36), Technological innovation (TI37-Tl41), and
Managerial innovation (MIN42-MIN48). The instrument was evaluated for reliability and
validity. Reliability refers to the instrument's ability to provide consistent results in repeated
uses (Gatewood & Field, 1990). Validity refers to the degree to which the instrument
measures the concept the researcher wants to measure (Bagozzi & Phillips, 1982).
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Table Il
Factor analysis of Customer Relationship Management
Construct and item Loadings | Communalities | Eigenvalue | Variance | Reliability
Information sharing (IS) 2.291 58.994 8214
IS1 .537 733
1S2 .523 .651
1S3 .617 .785
1S4 722 .850
IS5 .651 .807
Customers 3.566 64.599 |.8614
involvement (Cl)
Cl1 .612 .782
Cl2 .770 877
Ci3 .806 .898
Cl4 .645 .803
CI5 .598 .631
Lo'ng-term relationships 2531 61.149 8718
with customers (LRC)
LRC1 .656 .810
LRC2 571 .756
LRC3 .536 732
LRC4 .572 .756
LRC5 .623 .789
LRC6 711 .843
Joint problem-solving 2.896 24.885 8281
(JPS)
JPS1 .739 .860
JPS2 .707 841
JPS3 .801 .895
Technology-based CRM
(TBC) 2.942 67.577 .8786
TBC1 .695 .834
TBC2 .735 .857
TBC3 .649 .805
TBC4 .608 .780
TBC5 .692 .832
Table llI
Factor analysis of Innovation capabilities
Construct and item Loadings | Communalities | Eigenvalue | Variance | Reliability
Aesthetical innovation 2541 68.334 8901
(A1)
All .552 .648
Al2 .627 778
Al3 .513 .642
Al4 .594 .746
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Al5 .613 .707

Marketing innovation 2.349 48.509 8792
(m1)

MI1 .543 .697

MI2 .664 .821

MI3 .746 .849

M4 .641 779

MI5 .543 .744

MIl6 577 .684

Technological 3.116 37.561 | .8607
innovation (TI)

TI1 .622 .799

TI2 .501 .697

TI3 .513 .702

TI4 .619 .728

TIS .684 .862

Managerial

innovation(MIN) 3.442 45.387 | .8758
MIN1 .622 .817

MIN2 .745 .894

MIN3 591 .757

MIN4 .607 .746

MINS .547 .628

MING6 .647 .870

MIN7 .519 .628

Factor analysis and reliability analysis were used in order to determine the data
reliability for the Customer Relationship Management dimensions, and innovation
capabilities measures. A within factor, factor analysis was performed to assess convergent
validity. The results of the factor analysis and reliability tests are presented in Table (II) and
Table (111). All individual loadings were above the minimum of 0.5 recommended by Hair et al.
(1998). For exploratory research, a Chronbach @& greater than 0.70 is generally considerate
reliable (Nunnally, 1978). Chronbach & statistics for the study contracts are shown in table
II. Thus it can be concluded that the measures used in this study are valid and reliable. On the
basis of Cattel (1966) and Hair et al. (1998) criterion, factors with eigenvalues greater than
1.0 and factor loadings that are equal to or greater than 0.50 were retained. 48 items, loading
under five factors of Customer Relationship Management dimensions and four factors of
innovation capabilities.

Psychometric properties and dimensions of the revised Customer Relationship Management and

innovation capabilities

Kaiser-Meyer-Olkin and Bartlett’s Test of Sphericity has been used as Pre-analysis testing
for the suitability of the entire sample for factor analysis as recommended by Comrey (1978), the
value of The Kaiser-Meyer-Olkin measure was used to assess the suitability of the sample for each
unifactorial determination. The KMO values found (see Table IV) are generally considered
acceptable (Kim and Mueller, 1978). All factors in each unifactorial test accounted for more than
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52 per cent of the variance of the respective variable sets. This suggests that only a small amount
of the total variance for each group of variables is associated with causes other than the factor
itself, and the Bartlet tests of sphericity was significant at p <0:01, thus, indicating that the sample
was suitable for factor analytic procedures (see Table IV).

Table IV
Kaiser-Meyer-Olkin and the Bartlett’s Test of Sphericity

. Kaiser-Meyer-Olkin Bartlett’s Test of Sphericity
Variables - -
Values Approx.Chi-Square | Sig.

Information sharing 0.829 241.153 .000
Customers' involvement 0.727 362.115 .000
ang-term relationships 0.849 475.117 000
with customers

Joint problem-solving 0.708 524.774 .000
Technology-based CRM 0.808 257.326 .000
Aesthetical innovation 0.754 598.145 .000
Marketing innovation 0.769 624.335 .000
Technological innovation | 0.812 417.334 .000
Managerial innovation 0.791 287.164 .000

Descriptive Statistics Analysis

Table (V) indicates that employees of Kuwaiti airways perceived Technology-based CRM
(with the highest mean scores, i.e. M = 4.01) to be the most dominant Customer Relationship
Management dimension within their company and evident to a considerable extent, followed
by Long-term relationships with customers (M= 3.84), Customers' involvement (M = 3.59),
Information sharing (M = 3.56), and Joint problem-solving (with the lowest mean scores M =
3.45). With regard to Innovation capabilities employees of Kuwaiti airways perceived
Managerial innovation (with the highest mean scores, i.e. M = 3.88) to be the most dominant
Innovation capabilities dimension within their company and evident to a considerable extent,
followed by Marketing innovation (M= 3.82), Technological innovation (M = 3.51), and
Aesthetical innovation (with the lowest mean scores M = 3.46).

Table Vv

Descriptive analysis of Customer Relationship Management and Innovation capabilities
Dimension Mean Standard deviation
Customer Relationship Management 3.72
Information sharing 3.56 .850
Customers' involvement 3.59 .859
Long-term relationships with customers 3.84 742
Joint problem-solving 3.45 .962
Technology-based CRM 4.01 712
innovation capabilities 3.67
Aesthetical innovation 3.46 915
Marketing innovation 3.82 731
Technological innovation 3.51 .881
Managerial innovation 3.88 724

177



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN ECONOMICS AND MANAGEMENT SCIENCES

Vol. 5, No. 4, 2016, E-ISSN: 2226-3624 © 2016

The Results
Test of hypothesis

Multiple regression analysis was employed to test the hypotheses. It is a useful
technique that can be used to analyze the relationship between a single dependent variable
and several independent variables (Hair et al., 1998). In this model, Innovation capabilities
acts as the dependent variable and Customer Relationship Management, as the independent
variables. From the result as shown in Table VI, The regression model was statistically
significant (F = 2326.438; R2 = 0.980; P = .000). The R2 is 0.980, which means that 98.0 per
cent of the variation in Innovation capabilities can be explained by Information sharing,
Customers' involvement, Long-term relationships with customers, Joint problem-solving,
Technology-based CRM. The proposed model was adequate as the F-statistic = 2326.438 was
significant at the 5% level (p < 0.05). This indicates that the overall model was reasonable fit
and there was a statistically significant association between Customer Relationship
Management and Innovation capabilities .

Table VI also shows that Information sharing (p<0,05; £ =0.293), Customers'
involvement (8 =0.130, p < 0.05), Long-term relationships with customers (8 =0.198, p <0.05),
Joint problem-solving (B = 0.280, p <0.05), , and Technology-based CRM (8 =0.170, p< 0.05),
had a significant and positive effect on Innovation capabilities . This provides evidence to
support H1, H2, H3, H4, and H5. Based on the R values Information sharing has the highest
impact on Innovation capabilities followed by Joint problem-solving, Long-term relationships
with customers, Technology-based CRM and subsequently Customers' involvement.

Table VI

Regression results between Customer Relationship Management and Innovation capabilities
Ind.ependent Standardized ¢ sig. Tolerance | VIE
variables beta
Information sharing .293 13.384 .000 7.370 .136
Customers’ 130 6.181 |.000 |5.338 187
involvement
Long-term
relationships with | .198 8.022 .000 10.072 .099
customers
Joint problem-solving | .280 11.884 .000 5.316 .188
Technology-based 170 6.883 |.000 |5.409 185
CRM
Notes: R 2 =0.980; Adj. R 2 =0.960; Sig. F = 0.000; F-value = 2326.438; dependent variable,
Marketing capabilities ; p < 0.05

Discussion

The value of (Adjusted R2) shows that customer relationship management dimensions
interpreted the change in the innovation capabilities in the amount of 96%, and this shows
how the diverse customer relationship management activities are responsible about the
difference in the innovation capabilities dimensions, The value of (Adjusted R2) shows that
customer relationship management dimensions interpreted the change in the innovation
capabilities in the amount of 96%, and this shows how the diverse customer relationship
management activities are responsible about the difference in the innovation capabilities
dimensions, and that the concepts of innovation capabilities and CRM are multi-dimensional
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concepts and CRM activities contribute to the innovation capacity, as they are considered
effective mechanisms to promote all kinds of innovation capacity. The results of the study also
show that Kuwait Airways use technological techniques effectively in its relation management
with customers as a way for the emergence of creative potentials that attract customers.

The test results proved having a statistical effect for the dimensions of customer
relationship management; this result is consistent with the findings of both studies for
(Gungor, 2008; Sin et al., 2005); this is an indication that what Kuwait Airways have from
creative, aesthetic, technological, administrative and marketing capabilities is a real result for
the adoption of this company to dimensions stimulate the involvement of customers in
designing the service provided by Kuwait Airways, which makes them distinctive and described
in beauty and high-tech characteristic.

A significant statistical effect of Information sharing on the innovation capabilities of
the Kuwait Airways Corporation; this result can be interpreted that the share of information
affecting the value and efficiency of the process of new products development. Thus, the
process of sharing information contributes in gathering important data and ideas about the
product, market, and competition. Moreover, sharing information between the customer and
the organization helps to explore the best opportunities and the unique capacity to find the
values of the product; this finding agrees with a study by (Fang et al, 2007). Therefore, sharing
information between the organization and the customer must work to increase the value of
the new product.

Furthermore, investing in customer relationship management programs contribute in
the design of new forms of relationship with the customer, such as technologies used by the
company connected to the Internet to interact with customers. The creation of technology-
based approach to participate has become of great importance for innovation and the growth
of strategies in the organization. Traditional market methods and research are now seen as
outdated because of the emergence of modern technology, which provides more comfort in
the customer’s participation.

A significant statistical effect of Customers' involvement on the innovation capabilities
of the Kuwait Airways Corporation. This result can be explained that the customer
relationship management process is a comprehensive approach based on the interaction
between the organization and its customers. Therefore, the effectiveness of CRM is not only
production practices, but the Organization must communicate with the customer with
respect to the products and services they need, and take them into account. So when the
customer tells the organization about his "needs or desires", the organization and the
customer are cooperating in the field of product sales, which leads to a better understanding
of future requirements; so the customer’s participation in the development of new services
that will lead to achieve a level of customer satisfaction and loyalty over the long term. It
further enhances the brand, the image of the company, and help to compete in the local and
global market; this result agrees with the study of (Gungor, 2008).

A significant statistical effect of Long-term relationships with customers on the
innovation capabilities of the Kuwait Airways Corporation. This result can be explained that a
long-term partnership involves a high degree of commitment and mutual trust, and thus both
parties are ready to provide resources, in a fair and reliable way, in order to reach their goals
which creates common capabilities based on a long-term expertise, which is reflected on the
company's innovation capabilities; this finding is consistent with the study by (Sin et al., 2005).

Joint problem-solving has a positive impact on the success and development of products
in the market. Therefore, it is believed that it is easy for the organization to improve the
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quality of their products, practical and technical capabilities. In practice, this means the
customer volunteer to assist in solving product design problems. The process of involvement
in solving problem provides continuous improvements and affects on existing products,
processes, or specifically services; this involves all existing designs and processes in the
markets. Through involving the customer in the process of finding a solution, the organization
enhances the customer value when buying or using goods or services. The organization is also
able to understand and respond to the customer's needs in deeper and more valuable way,
as well as reduce the risks in innovation; This finding is consistent with the study by (Maklan
et al., 2008; Huang and Chang, 2008).

A significant statistical effect of the technology based on CRM in the innovation
capabilities of the Kuwait Airways Corporation. This result can be explained that the
information systems and analysis of data on the Internet, data collection, customer
information systems, and service centers support product innovation process. Accurate data
is essential for the customer to the success of CRM performance, at which the techniques and
technologies of CRM enable the organization to understand customers perfectly, as well as
organize internal data to reduce service costs, help salespeople to end transactions more
efficiently and improve marketing programs.

Through technology, the organization interacts directly with the customer through
social media, to gather and evaluate ideas and offers. Using the outcome of the information
collected, the organization will be able to provide a rapid response to customer requests and
create a new product. On the other hand, the customer can use the Internet-related
technology to manage his relationship with the supplier, it is likely that they will also
participate in the innovation process of products. This finding is consistent with the study by
(Abbott et al. 2001.)

Recommendations

Based on these findings, the researchers recommend the following

1. The company's administration should enhance the sharing of information with the
customer through the adoption of a range of interactive activities for the purpose of
identifying market needs, and preferences of the customer in order to collect ideas and
data about the products preferred by the customer; interactive activities can be through
the use of technology related to the Internet to interact with the customer and supplier
in order to achieve innovation.

2. Involving the customer in product development activities through regular meetings,
suggestions and complaints in order to obtain information that lead to bigger and better
understanding for the customer's requirements.

3. Enhancing the technological capabilities of the company’s employees through training
programs and investment in the emerging systems and software that are able to serve
customer relationship management.

4. Focusing on delivering the highest value to the customer through the best ways of
communication, faster delivery, providing products and services designed with standards
suit the customer's requirements.

5. Promoting interaction with the customer through the use of best technical and social
media networking in order to get new ideas and modern methods enable the company to
achieve the best innovation capabilities in the marketing and aesthetic fields.
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6. The company must focus on the factors and tactical strategies that include interaction
through a range of activities to achieve better interaction and enables the company to
gather information about the customer.

7. Communicate through the management of the interaction points between the customer
and the organization.
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