
Business Management Part 2 

Relationship Marketing: 

Relationship marketing is a form of 

marketing that evolved from direct response 

marketing in the 1960s and emerged in the 

1980s, in which emphasis is placed on 

building longer term relationships with 

customers rather than on individual transactions. It involves understanding the customers' needs 

as they go through their life cycles. It emphasizes providing a range of products or services to 

existing customers as they need them. 

The origins of relationship marketing observes: “What is surprising is that researchers and 

businessmen have concentrated far more on how to attract customers to products and services 

than on how to retain customers”. The initial research was done by Len Berry at Texas A & M 

(Berry, L. 1982) and Jag Sheth at Emory, both of whom were early users of the term 

“relationship marketing”, and by marketing theorist Theodore Levitt at Harvard (Leavitt, T. 

1983) who broadened the scope of marketing beyond individual transactions. 

In practice, relationship marketing originated in industrial and b-2-b markets where long-term 

contracts have been quite common for many years. Academics like Barbara Bund Jackson at 

Harvard re-examined these industrial marketing practices and applied them to marketing proper 

(Jackson, B.B. 1985). 
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According to Len Berry (1983), relationship marketing can be applied: when there are 

alternatives to choose from; when the customer makes the selection decision; and when there is 

an ongoing and periodic desire for the product or service. 

Fornell and Wernerfet (1987) used the term “defensive marketing” to describe attempts to reduce 

customer turnover and increase customer loyalty. This customer-retention approach was 

contrasted with “offensive marketing” which involved obtaining new customers and increasing 

customers' purchase frequency. Defensive marketing focused on reducing or managing the 

dissatisfaction of your customers, while offensive marketing focused on “liberating” dissatisfied 

customers from your competition and generating new customers. There are two components to 

defensive marketing: increasing customer satisfaction and increasing switching barriers. 

Traditional marketing originated in the 1960s and 1970s as companies found it more difficult to 

sell consumer products. Its consumer market origins molded traditional marketing into a system 

suitable for selling relatively low-value products to masses of customers. Over the decades, 

attempts have been made to broaden the scope of marketing, relationship marketing being one of 

these attempts. Marketing has been greatly enriched by these contributions. 

The practice of relationship marketing has been greatly facilitated by several generations of 

customer relationship management software. 

 

Customer Focus: 

© 2014 All Star Training, Inc. 2 



A marketing oriented business (also called market orientation, the marketing concept, 

consumer focus, or customer focus) is one that allows the wants and needs of customers and 

potential customers to drive all the firm's strategic decisions. The firm's corporate culture is 

systematically committed to creating customer value. The rationale is that the more a company 

understands and meets the real needs of its consumers, the more likely it is to have happy 

customers who come back for more, and tell their friends. This process can entail the fostering of 

long term relationships with customers. In order to determine 

what the customer wants, the company usually needs to 

conduct some form of marketing research. Overall, the 

marketer expects that becoming marketing oriented, if done 

correctly, will provide the company with a sustainable 

competitive advantage. 

The concept of marketing orientation was developed in the 

late 1960s and early 1970s at Harvard University and at a 

handful of forward thinking companies. It replaced the previous sales orientation that was 

prevalent between the mid 1950s and the early 1970s, and the production orientation that 

predominated prior to the mid 1950s. Since the concept was first introduced in the late 1960s, it 

has been modified, repackaged, and renamed as “customer focus”, “the marketing philosophy”, 

“market driven”, “customer intimacy”, “consumer focus”, “customer driven”, and “the marketing 

concept”. 

Market Research: 
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Market research is the process of systematic gathering, recording and analyzing of data about 

customers, competitors and the market. Market research can help create a business plan, launch a 

new product or service, fine tune existing products and services, expand into new markets etc. It 

can be used to determine which portion of the population will purchase the product/service, 

based on variables like age, gender, location and income level. It can be found out what market 

characteristics your target market has. With market research companies can learn more about 

current and potential customers. 

The purpose of market research is to help companies make better business decisions about the 

development and marketing of new products. Market research represents the voice of the 

consumer in a company. 

A list of questions that can be answered through market research: 

• What is happening in the market? What are the trends? Who are the competitors?  

• How do consumers talk about the products in the market?  

• Which needs are important? Are the needs being met by current products?  

With market research you can get some kind of confirmation that there is a market for your idea, 

and that a successful launch and growth is possible. 

The Importance of Customer Service: 

A company can outperform rivals only if it can establish a difference that it can preserve. 

Customer service can be such a difference. It is very difficult to control, and therefore difficult to 

imitate. It is difficult to control because of its variability. The level of service may vary greatly 
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between two providers in the same organization. It may also vary from one moment to another, 

even as delivered by the same provider. The difficulty is compounded in multi-unit operations; 

and in addition to variability within units, there is also variability among units. 

That is both the challenge and the 

opportunity. The consistent delivery of 

superior service requires the careful design 

and execution of a whole system of 

activities that includes people, capital, 

technology, and processes. The few 

companies that can manage this system do 

stand out, and are sought out. This is the foundation of their sustainable competitive advantage. 

Acculturation is the principal means by which an organization develops an ability to deliver 

outstanding customer service. The quality of a customer’s experience cannot be sustained by a 

command and control system; it cannot be produced by fiat. The senior management of an 

organization does not have the power to directly control each customer’s experience. That power 

is possessed by the people who deal directly with the customers – the organization’s front line. 

For an organization’s members to deliver superior service consistently, they must be 

acculturated, i.e. instilled with the values, traits, patterns, and behaviors associated with a service 

culture. The mechanisms of this acculturation include recruitment, training, empowerment, and 

accountability, within the framework of an organization’s ideology of service. 
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Delivering customer service begins with understanding what customers want. And this 

understanding begins with the understanding that they do not always know what they want, or 

why the want it. Traditional market research assumes that they do. Newer methods recognize that 

as much as 95% of our decision making is subconscious. 

Common research methods (e.g. surveys and focus groups) more often reveal what customers 

think their motivations are, rather than what their motivations truly are. When respondents do not 

comprehend their true motivations, they tend to state how they think they ought to be motivated. 

Recent progress in neuroscience and in observational technologies has yielded more reliable, less 

biased results. 

Regardless of how they arrived at their findings, most researchers agree on the several, basic 

factors. Suppliers that meet these requirements are likely to give their customers a satisfactory 

experience. 

In a competitive environment however, satisfaction may not be enough. To stay in business, 

firms must be at least as satisfactory as their competitors. Moreover, firms that aim to gain 

profitable growth must increase the number of their customers, while reducing the cost of 

customer acquisition. This is particularly true of companies that compete in mature industries. 

The objective then is not merely to satisfy customers, but to convert them into promoters 

(customers who recommend a company to others). Promoters serve to increase a firm’s clientele, 

without increasing its cost of acquisition – i.e. with no additional marketing or promotional 

expense. 
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But customers do not make recommendations lightly. When they make a recommendation, they 

put their own reputations on the line. Companies must earn that recommendation through the 

consistent delivery of outstanding customer service. 

Complaints are often treated as a nuisance. Indeed, many e-commerce organizations are so 

determined to avoid them that they exclude any means by which customers can make 

complaints! Yet they have considerable value for a number of reasons: 

• Although there will always be a small proportion of 'frivolous complaints', a complaint 

usually highlights something which has gone wrong with a 

part of the overall marketing operation; usually the 

standard of high quality, which should be a fundamental 

requirement for most organization, has not been achieved. 

Whatever the reason, the sensible marketer will want to 

know exactly what has gone wrong - so that remedial 

actions may be taken. A strength of e-commerce is that its 

interactive nature enables the necessary conversations with 

the complainant to take place easily, and in good time, and the flexible nature of the 

'product' allows for remedies to be quickly applied.  

• The way a complaint is handled is often seen by customers and their many contacts as an 

acid-test of the true quality of support. What is more, it is also a powerful reminder to the 

organization’s own staff of just how important is quality.  
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• Not least, customers who complain are usually loyal customers (those who are not loyal 

tend just to switch to another supplier), and will continue to be loyal (and valuable) 

customers - just so long as their complaint is well handled.  

It is essential that an organization monitors the satisfaction level of its customers. This may be, 

all else failing, at the global level; as measured by market research. Preferably, though, it should 

be at the level of the individuals or groups - especially where this is easy to achieve in the case of 

e-commerce, by simply asking customers, after they have used the service, how satisfied they 

are. IBM, at the peak of its success, conducted a survey every year of all its direct customers. 

The results were not just analyzed to produce overall satisfaction indices, though that was done 

(and senior management viewed any deterioration with alarm), but they were also provided to 

field management so that they could rectify any individual problem situations - where the 

customer was dissatisfied with any aspect of the IBM service and the IBM representative 

(presumably in 97% of the occasions if the above results - of the numbers who do not complain - 

hold true in this field) did not realize this to be the case! Much the same can be done with 

individual e-commerce customers - something which is much more difficult in conventional 

marketing. 

There are a number of advantages to conducting satisfaction surveys (particularly where any 

individual problems highlighted can be subsequently dealt with) for e-commerce as much as in 

traditional markets: 

• Like complaints, they indicate where problems lie; for rectification  

• If they cover all customers, they allow the 97% of non-complainers to communicate their 

feelings; and vent their anger  
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• They positively show, even the satisfied customers, that their supplier is interested in the 

customer, and their complaints - which is at least half way to satisfying those complaints  

• They help persuade the supplier's staff to take customer service more seriously.  

The History of Management: 

“Management” (from Old French 

ménagement “the art of conducting, 

directing”, from Latin manu agere “to lead 

by the hand”) characterizes the process of 

leading and directing all or part of an 

organization, often a business, through the 

employment and manipulation of resources (human, financial, material, intellectual or 

intangible). Early twentieth-century management writer Mary Parker Follett defined 

management as “the art of getting things done through people.” 

One can also think of management functionally, as the action of measuring a quantity on a 

regular basis and of adjusting some initial plan or, simply, as the actions taken to reach one’s 

intended goal. This applies even in situations where planning does not take place. From this 

perspective, there are five management functions: Planning, Organizing, Leading, Co-

coordinating and Controlling. For others though, this definition, while useful, is far too narrow. 

The phrase “management is what managers do” is also prevalent, conveying the difficulty with 

which management is defined, the shifting nature of definitions, and the connection of 

managerial practices with the existence of a managerial cadre or class. 

© 2014 All Star Training, Inc. 9 



Management is known by some as “Business Administration”, although this then excludes 

management in places outside business, e.g. charities and the public sector. University 

departments that teach management are nonetheless usually called “Business Schools”. The term 

“management” may also be used as a collective word, describe the managers of an organization, 

for example of a corporation. 

There are difficulties in tracing the history of management. Some see it as a by definition late 

modern (in the sense of late modernity) conceptualization. On those terms it cannot have a pre-

modern history. Others, however, see management-like activities in the pre-modern past. Some 

writers trace the development of management thought back to Sumerian traders and ancient 

Egyptian pyramid builders. Innovations such as the spread of Arabic numerals (5th to 15th 

centuries) and the codification of double-entry book-keeping (1494) provided tools for 

management assessment, planning and control. 

Some argue modern management as a discipline began as an off-shoot of economics in the 19th 

century. Classical economists such as Adam Smith and John Stuart Mill provided a theoretical 

background to resource allocation, production, and pricing issues. About the same time, 

innovators such as Eli Whitney, James Watt, and Matthew Boulton developed technical 

production elements such as standardization, quality control procedures, cost accounting, 

interchangeability of parts, and work planning. Many of these aspects of management existed in 

the ante-bellum (pre-1861) United States’ slave economy. There, four million people were, as the 

contemporary usages had it, “managed” in profitable quasi-mass production. 
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By the late 19th century, marginal economists Alfred Marshall and Leon Walras and others 

introduced a new layer of complexity to the theoretical underpinnings of management. Joseph 

Wharton offered the first tertiary-level course in management in 1881. 

By about 1900 we find managers trying to place their theories on what they thought were a 

thoroughly scientific basis (see scientism for the limits of this claim). Examples include Henry 

Towne’s Science of management in the 1890s, Frederick Winslow Taylor’s Scientific 

management (1911), Frank and Lillian Gilbreth’s Applied motion study (1917), and Henry L. 

Gantt’s charts (1910s). J. Duncan wrote the first college management textbook in 1911. In 1912 

Yoichi Ueno introduced Taylorism to Japan 

and was the first management consultant to 

create the “Japanese-management style”. His 

son Ichiro Ueno pioneered Japanese quality 

assurance. 

The first comprehensive theories of 

management appeared around 1920. People 

like Henri Fayol and Alexander Church described the various branches of management and their 

inter-relationships. In the early 20th century, people like Ordwat Tead, Walter Scott and J. 

Mooney applied the principles of psychology to management, while other writers, such as Elton 

Mayo, Mary Parker Follett, Chester Barnard, Max Weber, Rensis Likert, and Chris Argyris 

approached the phenomenon of management from a sociological perspective. 

Peter Drucker wrote one of the earliest books on applied management: Concept of the 

Corporation (published in 1946). It resulted from Alfred Sloan (chairman of General Motors 
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until 1956) commissioning a study of the organization. Drucker went on to write 32 books, many 

in a similar vein. 

H. Dodge, Ronald Fisher, and Thorton C. Fry introduced statistical techniques into management. 

In the 1940s, Patrick Blackett combined these statistical theories with microeconomic theory and 

gave birth to the science of operations research. Operations research, sometimes known as 

“management science”, attempts to take a scientific approach to solving management problems, 

particularly in the areas of logistics and operations. 

Some of the more recent developments include the theory of constraints, Management by 

objectives, reengineering, and various information technology driven theories such as agile 

software development as well as group management theories such as Cog’s Ladder. 

As the general recognition of managers as a class solidified during the 20th century and gave 

perceived practitioners of management a certain amount of prestige, so the way opened for 

popularized systems of management ideas to peddle their wares. In this context many 

management fads may have had more to do with pop psychology than with scientific 

management theory. 

Towards the end of the 20th century, business management came to consist of six separate 

branches, namely: 

• Human resource management  

• Operations management or production management  

• Strategic management  

• Marketing management  
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• Financial management  

• Information technology management 

responsible for Management Information 

Systems  

In the 21st century we find it increasingly difficult 

to subdivide management into functional categories in this way. More and more processes 

simultaneously involve several categories. Instead, we tend to think in terms of the various 

processes, tasks, and objects subject to management. A list of some of the areas of management 

can be found later in this article. 

There are also branches related to nonprofits and government such as public administration, 

public management, and educational management. Further, management programs related to 

civil society organizations have also spawned programs in nonprofit management and social 

entrepreneurship. 

It is also the case that many of the assumptions made by management have been under attack 

from business ethics, critical management studies, and anti-corporate activism. 

One consequence is that workplace democracy has become both more common, and more 

advocated, in some places even distributing all management functions among the workers, each 

of whom takes on a portion of the work. However, these models predate any current political 

issue, and may be more natural than a command hierarchy.  

All management is to some degree democratic, in that there must be majority support of workers 

for the management in the long term, or they leave to find other work, or go on strike. Hence 

© 2014 All Star Training, Inc. 13 



management is becoming less based on the conceptualization of classical military command-

and-control, and more about facilitation and support of collaborative activity, utilizing principles 

such as those of human interaction management to deal with the complexities of human 

interaction. Indeed, the Ubiquitous command and control concept posits such a transformation 

for 21st Century military management. 

Types of Management: 

Customer Relationship Management (CRM) includes the methodologies, technology and 

capabilities that help an enterprise manage customer relationships. The general purpose of CRM 

is to enable organizations to better manage their customers through the introduction of reliable 

systems, processes and procedures. 

Customer Relationship Management is a corporate level strategy which focuses on creating and 

maintaining lasting relationships with its customers. Although there are several commercial 

CRM software packages on the market which support CRM strategy, it is not a technology itself. 

Rather, a holistic change in an organization’s philosophy which places emphasis on the 

customer. 

A successful CRM strategy cannot be implemented by simply installing and integrating a 

software package and will not happen over night. Changes must occur at all levels including 

policies and processes, front of house customer service, employee training, marketing, systems 

and information management; all aspects of the business must be reshaped to be customer 

driven. 
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To be effective, the CRM process needs to be integrated end-to-end across marketing, sales, and 

customer service. A good CRM program needs to: 

• Identify customer success factors  

• Create a customer-based culture  

• Adopt customer-based measures  

• Develop an end-to-end process to 

serve customers  

• Recommend what questions to ask to 

help a customer solve a problem  

• Recommend what to tell a customer 

with a complaint about a purchase  

• Track all aspects of selling to customers and prospects as well as customer support.  

When setting up a CRM segment, a company might first want to identify what profile aspects it 

feels are relevant to its business, such as what information it needs to serve its customers, the 

customer’s past financial history, the effects of the CRM segment and what information is not 

useful. Being able to eliminate unwanted information can be a large aspect of implementing 

CRM systems. 

When designing a CRM’s structure, a company may also want to consider keeping more 

extensive information on their primary customers and keeping less extensive details on the low-

margin clients. 
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CRM, in its broadest sense, means managing all interactions and business with customers. This 

includes, but is not limited to, improving customer service. A good CRM program will allow a 

business to acquire customers, service the customer, increase the value of the customer to the 

company, retain good customers, and determine which customers can be retained or given a 

higher level of service. A good CRM program can improve customer service by facilitating 

communication in several ways: 

• Provide product information, product use information, and technical assistance on web 

sites that are accessible 24 hours a day, 7 days a week.  

• Identify how each individual customer defines quality, and then design a service strategy 

for each customer based on these individual requirements and expectations.  

• Provide a fast mechanism for managing and scheduling follow-up sales calls to assess 

post-purchase cognitive dissonance, repurchase probabilities, repurchase times, and 

repurchase frequencies.  

• Provide a mechanism to track all points of contact between a customer and the company, 

and do it in an integrated way so that all sources and types of contact are included, and all 

users of the system see the same view of the customer (reduces confusion).  

• Help to identify potential problems quickly, before they occur.  

• Provide a user-friendly mechanism for registering customer complaints (complaints that 

are not registered with the company cannot be resolved, and are a major source of 

customer dissatisfaction).  

• Provide a fast mechanism for handling problems and complaints (complaints that are 

resolved quickly can increase customer satisfaction).  
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• Provide a fast mechanism for correcting service deficiencies (correct the problem before 

other customers experience the same dissatisfaction).  

• Use internet cookies to track customer interests and personalize product offerings 

accordingly.  

• Use the Internet to engage in collaborative 

customization or real-time customization.  

• Provide a fast mechanism for managing and scheduling 

maintenance, repair, and on-going support (improve 

efficiency and effectiveness).  

The CRM can be integrated into other cross-functional systems and thereby provide accounting 

and production information to customers when they want it. 

CRM programs also are able to improve customer relationships. Proponents say this is so 

because: 

• CRM technology can track customer interests, needs, and buying habits as they progress 

through their life cycles, and tailor the marketing effort accordingly. This way customers 

get exactly what they want as they change.  

• The technology can track customer product use as the product progresses through its life 

cycle, and tailor the service strategy accordingly. This way customers get what they need 

as the product ages.  

• In industrial markets, the technology can be used to micro-segment the buying centre and 

help coordinate the conflicting and changing purchase criteria of its members.  
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• When any of the technology-driven improvements in customer service (mentioned above) 

contribute to long-term customer satisfaction, they can ensure repeat purchases, improve 

customer relationships, increase customer loyalty, decrease customer turnover, decrease 

marketing costs (associated with customer acquisition and customer “training”), increase 

sales revenue, and thereby increase profit margins.  

• Repeat purchase, however, comes from customer satisfaction - which in turn comes from 

a deeper understanding of each customer, their individual business challenges and 

proposing solutions for those challenges rather than a “one size fits all” approach.  

CRM software enables sales people to achieve this one-on-one approach to selling and can 

automate some elements of it via tailorable marketing communications. However, all of these 

elements are facilitated by or for humans to achieve - CRM is therefore a company-wide attitude 

as much as a software solution.  
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