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Building Customers Relationships
(Chapter 6)

Integrating Customer Focus Across the Firm




Objectives for Chapter 6:
Building Customer Relationships

* Explain relationship marketing, its goals, and the benefits of
long-term relationships for firms and customers

* Explain why and how to estimate customer lifetime value

* Specify the foundations for successful relationship
marketing--quality core services and careful market
segmentation

* Provide you with examples of successful customer retention
strategies

* Introduce the 1dea that “the customer isn’t always right”



1s a philosophy of doing business that focuses on keeping
and 1mproving current customers

does not necessarily emphasize acquiring new customers

1s usually cheaper (for the firm)--to keep a current customer
costs less than to attract a new one

goal = to build and maintain a base of committed customers
who are profitable for the organization

thus, the focus 1s on the attraction, retention, and
enhancement of customer relationships



Relationship Marketing

* 1s a philosophy of doing business that focuses on keeping
and improving current customers
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~..and this remote will help me convince
you buy our new product!”



Relationship Marketing

* does not necessarily emphasize acquiring new customers
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"Our study concludes that this is

the percentage of our customers

who will buy from us without any
effort whatsoever on our part.”



Relationship Marketing

* 1s usually cheaper (for the firm)--to keep a current customer
costs less than to attract a new one

“Great plan. Could we get some more details?”



Relationship Marketing

* goal = to build and maintain a base of committed customers
who are profitable for the organization

“Thank you, Sir. And would you like
to be added to my database!”

Reprinted from Funny Times / PO Box 18530/ Cleveland Hts. OH 44118
phone: 216.371.8600/ email: ft @ funnytimas.com



Relationship Marketing

* thus, the focus 1s on the attraction, retention, and
enhancement of customer relationships
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CAN | PLEASE JUST BUY

THIS PACK OF GUM

WITHOUT HAVING TO
"ENGAGE WITHTHE BRAND?"

NO.
WHERE'S YOUR
LOYALTY CARD?

@ marketoonist.com



* Assumptions
* Income
— Expected Customer Lifetime
— Average Revenue (month/year)
— Other Customers convinced via WOM
—Employee Loyalty??
* Expenses

— Costs of Serving Customer Increase??



Lifetime Value of a Customer

Know the Lifetime Value of
Your Customer

(" Wow! You (" Well, our average
treated that customer is worth

customer so $10,000 over their
well. And she lifetime. Whether

:nfy spent $3. I ﬁ;c!%ﬂ W: ah:: ;’
treat them like
they are worth
\ $10,000' ’
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Lifetime Value of a Customer

T SUPPORT WORD-OF-MOUTH MARKETING,
JUST AS LONG AS WE TIGHTLY
(ONTROL EXACTLY WHAT THEY SAY.

TOM
FI5H
BURHE

@ marketoonist.com




A Loyal Customer is One Who...

* Shows Behavioral Commitment

— buys from only one supplier, even though other options
exist

— 1ncreasingly buys more and more from a particular
supplier

— provides constructive feedback/suggestions
* Exhibits Psychological Commitment

— wouldn’t consider terminating the relationship--
psychological commitment

— has a positive attitude about the supplier
— says good things about the supplier



A Loyal Customer is One Who...

True Customer Loyalty Is More
than a Loyalty Card

[ have so many
loyalty cards.
[ think this is
the right one.

No... That's for
the restaurant
across the
street.
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Customer Loyalty Exercise

» Think of a service provider you are loyal to.
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Customer Loyalty Exercise

* What do you do (your behaviors, actions, feelings)
that indicates you are loyal?
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Customer Loyalty Exercise

* Why are you loyal to this provider?




loyal customers tend to spend more with the
organization over time

on average costs of relationship maintenance are
lower than new customer costs

employee retention 1s more likely with a stable
customer base

lifetime value of a customer can be very high



Benefits to the Organization of Customer
Lovalty
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* 1nherent benefits 1n getting good value
* economic, social, and continuity benefits

— contribution to sense of well-being and quality
of life and other psychological benefits

— avoidance of change
— simplified decision making
— social support and friendships

— special deals



Benefits to the Customer

We guarantee We promise
to be amazing! to satisfy!
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can be AMAZED. Let’s go there.”



“The Customer Isn’t Always Right”

* Not all customers are good relationship
customers:

— wrong segment
— not profitable in the long term

— difficult customers



“The Customer Isn’t Always Right”

— difficult customers

| WANT MY
M oNEY BACK !

Signs of aggressive behaviour are quite easy to spot
{Hlustration by Anne-Marie Sonneve [dt)



* Foundations:
— Excellent Quality/Value
— Careful Segmentation
* Bonding Strategies:
— Financial Bonds
— Social & Psychological Bonds
— Structural Bonds
— Customization Bonds

 Relationship Strategies Wheel



Customer Goals of
Relationship Marketing
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Underlying Logic of Customer
Retention Benefits to the
Organization

Customer Satisfaction

N

Customer Retention & Quality
Increased Profits Service

N~

Employee Loyalty



Steps in Market Segmentation
and
Targeting for Services

STEP 1: STEP
ldentif Ensure
Rases ftor that
Segmentin Segments
the Marke Are

Compatibl




/ Levels of Retention Strategies

Stable
Pricing

Volume and
Frequency
Rewards

Bundling and
Cross Selling

Continuous

l. Financial
Relationships

Bonds

Integrated
Information

Excellent
Quality
and

Value

Il.
Social
Bonds

IV.

Structural
Bonds

Personal
Relationships

Joint
Investments

Social Bonds

Shared

Processes lll. Customization Among
and Bonds ustomers
Equipmen
Anticipation/ Customer
Innovation Intimacy

Mass
Customization




* Textbook: Zeithaml, Valarie, Mary Jo Bitner, and Dwayne Gremler
(2013), Services Marketing 6th International Edition, Irwin/McGraw-
Hill Publishing. (Other editions will also work,but you are responsible
to compare your edition to the 6th - because the syllabus was written

for the 6th edition.)

* Printed cases will be provided each week and also will be posted on
the Module Intranet page prior to seminars.
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THANK YOU FOR YOUR
ATTENTION!
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