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CHAPTER 11 
 
Relationship Marketing 
 
This chapter has been designed to provide the reader with a clear 
understanding of: 
 

a) what is meant by the term relationship marketing 
b) the benefits to both the service provider and the customer of 

adopting a relationship marketing strategy 
c) how to build a relationship marketing strategy 
d) the various types of bonds service providers can seek to achieve 

through the implementation of a relationship strategy.  
 
To begin the discussion it might be useful for tutors to explore the evolution 
of marketing using Figure 11.1. And on a light hearted note to get students 
to propose what the term “relationship” means to them. What things are 
important in a relationship? 
 
It might be productive for students to consider a service that they have 
some experience of and to discuss whether or not they believe the provider 
has a relationship strategy in place. They should be encouraged to view 
small local providers as well as large organisations.  
 
Referring to the benefits listed in Section 11.3 students should consider the 
following questions: 
 
If there are so many benefits to be gained, why does every service provider 
not adopt a relationship marketing approach?  
 
What could be some of the challenges that even a willing service provider 
might face in trying to introduce a relationship strategy? 
 
What organisations would benefit most from the introduction of a 
relationship strategy? 
 
At its core, relationship marketing is designed to build long term 
commitments between buyer and seller. A truly committed consumer is said 
to have true, intentional or premium loyalty. As opposed to spurious loyalty 
where consumer behaviour may be evidenced by repeat purchasing, but this 
is more to do with the obstacles a consumer would face in switching. 
Students should be asked to think of examples where they believe 
organisations have built in obstacles to dissuade consumers from leaving.  
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Before a relationship strategy can be developed the service provider must be 
able to segment its customer base. What variables are frequently used by 
organisations to do this? Will all organisations find it easy to segment along 
these lines, and if not why not? 
 
And of course once a strategy is in place it must be monitored to evaluate its 
continuing effectiveness.   
 
What factors should an organisation take into account when judging the 
effectiveness of an organisation’s relationship strategy?  
 
Previous discussion has suggested the importance of segmentation to any 
organisation intent on delivering a relationship marketing strategy. To 
segment the customer base a company needs to know a few things about 
them. Current CRM packages and techniques certainly make it easier than it 
was twenty years ago, yet many remain pessimistic about the benefits it can 
deliver. Why might a CRM system not fulfil its potential?   
 
Zeithaml et al proposed four types of bonds that an organisation could use in 
an attempt to hold on to those customers that it currently has – financial, 
social, customisation, and structural. Referring to Figure 11.5 consider why 
Zeithaml et al have introduced this four tier hierarchy. Ask students to think 
of service organisations where bonds of levels II and III may be as easy to 
set as those financial ones at level I.  
 
Zeithaml, V.A. et al (2006) Services Marketing: Integrating Customer Focus 
Across the Organisation”, 5th Edition McGraw-Hill 
 
Customisation and structural bonds are more prevalent in business to 
business services. Students could be tasked with discussing examples of 
customisation and structural bonds from companies who sell to the public.   
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Assignment 11.1 : Customer Segmentation 
 
One frequently used segmentation variable is customer profitability. 
Different treatment is meted out to consumers depending on the amount 
that they spend. Consider what the following services could do to 
differentiate their offering between platinum and iron users:  
 
A health club 
An IT consultancy 
Dog kennels 
Contract taxi service 
 
 
Assignment 11.2 : Online social networks 
 
Virtual hangouts like MySpace and Bebo have increasing patronage among 
young people looking to exchange views, build relationships and display 
something of their personality to an anonymous audience. Ofcom recently 
estimated that more than 70% of 16-24 year olds use them, so most 
students will have a page on at least one site.  
   
Consider ways in which service organisations could use the web to build 
virtual relationships with customers.  
 
Search the web for examples of organisations whose web site suggests a 
strong relationship marketing approach. Critique what it is in their approach 
that implies a well developed CRM strategy. Do the same for a site that 
evokes a weak relationship approach. 
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