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1.3: Marketing and Customer Relationships

Customer Relationship Management: A Strategic Imperative

We have stated that the central purpose of marketing is to help organizations identify, satisfy, and retain their customers. These
three activities lay the groundwork for what has become a strategic imperative in modern marketing: customer relationship
management.

To a student of marketing in the digital age, the idea of relationship building between customers and companies may seem obvious
and commonplace. It certainly is a natural outgrowth of the marketing concept, which orients entire organizations around
understanding and addressing customer needs. But only in recent decades has technology made it possible for companies to capture
and utilize information about their customers to such a great extent and in such meaningful ways. The Internet and digital social
media have created new platforms for customers and product providers to find and communicate with one another. As a result,
there are more tools now than ever before to help companies create, maintain, and manage customer relationships.

Maximizing Customer Lifetime Value

Central to these developments is the concept of customer lifetime value. Customer lifetime value predicts how much profit is
associated with a customer during the course of their lifetime relationship with a company.[!! One-time customers usually have a
relatively low customer lifetime value, while frequent, loyal, repeat-customers typically have a high customer lifetime value.

How do companies develop strong, ongoing relationships with customers who are likely to have a high customer lifetime value?
Through marketing, of course.

Marketing applies a customer-oriented mindset and, through particular marketing activities, tries to make initial contact with
customers and move them through various stages of the relationship—all with the goal of increasing lifetime customer value. These
activities are summarized below.

Typical Marketing Activities during each Stage of the Customer Relationship

Stage 1: Meeting and Getting Acquainted

o Find desirable target customers, including those likely to deliver a high customer lifetime value
e Understand what these customers want

e Build awareness and demand for what you offer

o Capture new business

Stage 2: Providing a Satisfying Experience

e Measure and improve customer satisfaction

e Track how customers’ needs and wants evolve

o Develop customer confidence, trust, and goodwill

¢ Demonstrate and communicate competitive advantage
¢ Monitor and counter competitive forces

Stage 3: Sustain a Committed Relationship

o Convert contacts into loyal repeat customers, rather than one-time customers
o Anticipate and respond to evolving needs

o Deepen relationships, expand reach of and reliance on what you offer

Another benefit of effective customer relationship management is that it reduces the cost of business and increases profitability. As
a rule, winning a new customer’s business takes significantly more time, effort, and marketing resources than it does to renew or
expand business with an existing customer.

Customer Relationship As Competitive Advantage
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As the global marketplace provides more and more choices for consumers, relationships can become a primary driver of why a
customer chooses one company over others (or chooses none at all). When customers feel satisfaction with and affinity for a
specific company or product, it simplifies their buying choices.

For example, why might a woman shopping for a cocktail dress choose to go to Nordstrom rather than Macy’s or Dillard’s, or pick
from an army of online stores? Possibly because she prefers the selection of dresses at Nordstrom and the store’s atmosphere. It’s
much more likely, though, that thanks to Nordstrom’s practices, this shopper has a relationship with an attentive sales associate who
has helped her find great outfits and accessories in the past. She also knows about the store’s customer-friendly return policy, which
might come in handy if she needs to return something.

A company like Nordstrom delivers such satisfactory experiences that its customers return again and again. A consistently positive
customer experience matures into a relationship in which the customer becomes increasingly receptive to the company and its
products. Over time, the customer relationship gives Nordstrom a competitive advantage over other traditional department stores
and online retailers.

When Customers Become Your Best Marketing Tool

Customer testimonials and recommendations have always been powerful marketing tools. They often work to persuade new
customers to give something a try. In today’s digital media landscape there is unprecedented opportunity for companies to engage
customers as credible advocates. When organizations invest in building strong customer relationships, these activities become
particularly fruitful.

For example, service providers like restauranteurs, physical therapists, and dentists frequently ask regular patrons and patients to
write reviews about their real-life experiences on popular recommendation sites like Yelp and Google+. Product providers do the
same on sites like Amazon and CNET.com. Although companies risk getting a bad review, they usually gain more by harnessing
the credible voices and authentic experiences of customers they have served. In this process they also gain invaluable feedback
about what’s working or not working for their customers. Using this input, they can retool their products or approach to better
match what customers want and improve business over time.

https://biz.libretexts.org/@go/page/16484


https://libretexts.org/
https://biz.libretexts.org/@go/page/16484?pdf

LibreTextsm

m& Find tacos, cheap dinner, Max’s Near Portland, OR Q Log In m
Y| Restaurants v @ Home Services v {5 Auto Services V' More v / Write a Review @ For Businesses

Por Que No? Taqueria o caines
E3E3E3E3 7 1145 reviews [ 1 betais @ Add Photo | [ Shars | A Save

$$ - Mexican | Edit

Q 4635 SE Hawthorne Bivd 2 Edit | g
Portland, OR 97215 - A See all 802
Hawthorne, Sunnyside, Southeast
Portland

© Get Directions

<, (503) 954-3138

[2 porquenotacos.com

[J send to your Phone

“Anytime someone asks where to get tacos | point them in the direction of Por Que No?
Because it's the best.” in 315 reviews @ Today 11:00 am - 10:00 pm
Open now

Y Full menu (2
“My wife gave a slight edge to the barbacoa, while | picked the al pastor as my fav - but
it was not an easy choice.” in 49 reviews $855 Prics range $11-30

nl “Decor gives an authentic feel to this bustling destination that serves great margs while Hours

you wait in line for your food.” in 12 reviews Man 4400 am - 4000 A

Additionally, smart marketers know that when people take a public stance on a product or issue, they tend to become more
committed to that position. Thus, customer relationship management can become a virtuous cycle. As customers have more
exposure and positive interaction with a company and its products, they want to become more deeply engaged, and they are more
likely to become vocal evangelists who share their opinions publicly. Customers become an active part of a marketing engine that
generates new business and retains loyal customers for repeat business and increased customer lifetime value.

Engagement Marketing: Making Customers Part of the Brand

A further step beyond customer evangelism is engagement marketing, the practice of reaching out to customers and encouraging
them to become full participants in marketing activity and the growth of a brand. Sometimes called “live marketing,” this approach
is becoming more common as media and technology provide more interactive, visible, and sharable ways for consumers to connect
with brands and companies.

A mind shift is under way, away from one-way, company-to-consumer communication toward marketing activities that invite
consumers to shape and become part of the value a brand provides. In an increasingly crowded marketplace, many organizations
find that they can distinguish themselves and their products by creating “tribes” of fans who not only advocate for the brand, but
also actively make it part of their daily activities and lifestyle. Customers might even become involved in developing marketing

programs, producing content that can be used for marketing purposes, and cultivating one-on-one relationships with a company or
brand.

Creative marketers have invented many ways to foster engagement marketing. The self-promotional mindset and proliferating tools
of social media are a natural fit for making customers part of a brand. People “check in” at their favorite restaurants and post photos
to communicate with friends when they are having fun. Bloggers routinely name-check favorite products, review them, and carry
on conversations about them in their posts.

The phenomenon of engagement marketing helps explain the meteoric rise in popularity of GoPro cameras. When company leaders
realized that their customers had an unquenchable appetite for sharing videos of amazing outdoor adventures (shot with GoPro
cameras, of course), they built the company brand and marketing strategy around engaging customers in viral sharing. The
following video, produced by YouTube, explains this engagement marketing success story.

https://biz.libretexts.org/@go/page/16484


https://libretexts.org/
https://biz.libretexts.org/@go/page/16484?pdf

LibreTexts-

You can

1. "Customer Lifetime Value." Cambridge Dictionary. Accessed September 10, 2019.
P |

Contributors and Attributions
CC licensed content, Original
o Marketing and Customer Relationships. Authored by: Lumen Learning. License:

CC licensed content, Shared previously

o Lady on a Staircase. Authored by: torbakhopper. Located at: www.flickr.com/photos/gazeronly/10147130996/. License: CC
BY-ND: Attribution-NoDerivatives

All rights reserved content
o Screen Shot of Yelp Review. Authored by: Yelp.com. Located at:
License: All Rights Reserved. License Terms: Fair Use

e GoPro YouTube Case Study. Provided by: YouTube Advertisers. Located at:

. License: All
Rights Reserved. License Terms: Standard YouTube license

is shared under a license and was authored, remixed, and/or curated by LibreTexts.

by Lumen Learning is licensed . Original source:

https://biz.libretexts.org/@go/page/16484


https://libretexts.org/
https://biz.libretexts.org/@go/page/16484?pdf
https://oerfiles.s3-us-west-2.amazonaws.com/WM+Marketing/Transcriptions/GoProYouTubeCaseStudy.txt
http://dictionary.cambridge.org/us/dictionary/english/customer-lifetime-value
https://creativecommons.org/licenses/by/4.0
https://www.yelp.com/biz/por-que-no-taqueria-portland
https://youtu.be/oCUjAmW5yCA
https://biz.libretexts.org/Courses/Sacramento_City_College/ENTR_356%3A_Bootstrap_Marketing_for_Entrepreneurs/01%3A_Chapter_1/1.03%3A_Marketing_and_Customer_Relationships
https://biz.libretexts.org/Courses/Sacramento_City_College/ENTR_356%3A_Bootstrap_Marketing_for_Entrepreneurs/01%3A_Chapter_1/1.03%3A_Marketing_and_Customer_Relationships?no-cache
https://biz.libretexts.org/@go/page/47889
https://creativecommons.org/licenses/by/4.0/
https://courses.lumenlearning.com/waymakerintromarketingxmasterfall2016
https://www.youtube.com/watch?v=oCUjAmW5yCA
https://www.youtube.com/watch?v=oCUjAmW5yCA

