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Abstract of Thesis

This study investigates the marketing of software products and services In
small and medium enterprises (SMEs). Due to the nature of software products’
intangibility and the high failure rate of small high tech organisations, the study
incorporates the concept of Relationship Marketing (RM) and Integrated
Marketing Communications (IMC). These concepts are especially pertinent to

organisations within highly competitive and innovative markets as they attempt

to build market share by delivering fast, high quality and innovative solutions.

The methodology combines qualitative and quantitative methods. The
qualitative methods include two case studies of SMEs in the Welsh software
industry and in-depth interviews with their customers and employees. The
researcher was also able to employ participant observation of the marketing
activities and development of relationships within the SMEs. Content analysis
and text mining analysis was conducted on the in-depth interviews to establish
customer perceptions of the dyadic relationships and customers’ general
expectations of software organisations. Adaptive Conjoint Analysis (ACA) was
subsequently employed as a quantitative method to investigate the trade-offs

organisations make when making software purchase decisions.

The findings indicate that development of long-term relationships with
customers i1s valuable within the software industry, and such long lasting
relationship has to have roots in important attributes especially ‘Software
Quality’, ‘Understanding of customer requirements’ and ‘Professionalism’ of
the software supplier. The importance of service quality as well as product
quality 1s evident in the ACA findings and the constructs are presented in a
model, which can be used by high tech SMEs as a guide to managing customer
expectations and improving their Relationship Marketing activities. Important
facets of high tech marketing are also included in the model as critical success
factors for SMEs in the software industry. These factors include forming

alhances, and developing Integrated Marketing Communications as a tool

supporting RM.
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1.0 INTRODUCTION

The title of the thesis is “Marketing of Innovation: The Case of a Welsh SME
in the ICT sector”. The research project began in January 2005 and was part of
the ESF' Objective One program. The ESF funded program gave 50 local
Bangor University students from a variety of disciplines the opportunity to
work towards a PhD whilst working alongside a local SME. The aims of ESF
Objective One were to provide support and expertise to small organisations in a
deprived area, to increase the research capacity of SMEs and to encourage

SME:s to undertake research whilst simultaneously providing the student with

an academic qualification.

This chapter introduces the research project and serves as a guide to the thesis.
It provides information that is relevant to the aim of the thesis (section 1.1); the

rationale and background to the research (sections 1.3 and 1.4); the manner in
which it was approached by the author; the implications and consequences of
that approach for the style and methodology (section 1.5); and finally, an

explanation of the thesis chapters and the logic of the sequence in which they

are positioned (section 1.6).

1.1 Aim of the Research

The aim of the research 1s to contribute to the understanding of relationship
formation and customer satisfaction in high technology, information based
industrial markets. This involves supporting the research and development of
expertise in the area of marketing communications and Relationship Marketing
in the Information and Communication Technology (ICT) sector. Within the
remits of the ESF Objective One program, this research focuses on Wales and
the Welsh business environment using a major case study of a Welsh software
SME based in Bangor, North Wales. The term “Innovation” used in the project
title refers to innovative, high tech products and services, and although the

focus of this study is specifically in the software industry, the term innovation

' European Social Fund
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seemed appropriate to capture and emphasise the skills, knowledge and .
capabilities of people within SMEs who develop such innovative solutions.
The level of innovation within any economy has huge implications on its
competitiveness, employment levels and regional development of the country
and as innovation often is predominant within small, flexible SMEs, the

continuance, understanding and support of such SMEs is imperative for

support of long term economic growth.

The key research question posed by this investigation is: how can innovative,
high tech SMEs market their solutions using relationships in the business to
business sector? The software industry was chosen to be a focus of the
research. This case study of a Welsh software SME explores the concept of
Relationship Marketing (RM) and Customer Relationship Management (CRM)

within the organisation from a dyadic point of view (both suppliers and

customers). Conjoint analysis was applied as a quantitative method in order to
investigate the importance of various product and service attributes and the

trade-offs companies make when purchasing software products/services.

Very often a lack of resources forces SMEs to handle their own marketing,
distribution and support of the finished product. This research investigation
aims to deliver a specialised marketing model that 1s appropriate for use in
SMEs that operate in the ICT sector. The question arises whether there 1s a
genuine need for another applied marketing model taking into account a
plethora of marketing solutions presented in literature (Albers, 2000; Raghu et
al., 2001). None of the models however, address the rapidly changing and
volatile environments facing small market players. Also the speed of change
and innovativeness in the software development sector creates a tendency for
ad hoc communication and marketing of new/improved products (Barry and
Lang, 2001), which calls for more structured, robust and holistic approach to

ensure market success of innovative, technological solutions.

Chapter 1 2



1.2 Research Objectives

The main aim of the research is expressed in a list of specific objectives, which

were addressed throughout the course of the study;

¢ To review the current situation in the UK software market, with an

emphasis on SMEs and the software market in Wales.

e To identify why small software companies find it difficult to market

their products effectively.

e To establish how small organisations can effectively market software

products and services.

¢ To establish critical success factors for high tech SMEs in Wales.

e To identify customers’ expectations pertaining to customer-supplier
relationships.

e To establish the main attributes which customers deem important when
purchasing software and to find out what trade-offs customers make

when deciding on software purchases.

e To evaluate the relevance of Relationship Marketing concepts and

practices in the management of SMEs in the software/high tech sector.
e To identify whether high tech SMEs use of Integrated Marketing
Communications, can enhance their Relationship Marketing activities.

e To develop a model approach that can be used by companies to profile

and enhance their customer relationships in the proprietary ICT sector.

1.3 Rationale for the Research

The rationale for the research is twofold: firstly, there 1s a gap in the existing
literature and research on marketing of software products and technology
services, specifically when applied to SMEs. Secondly there is a need to
establish critical success factors for small ICT companies. Two cases of small
software companies based in North Wales, one of which went into liquidation
after five years of operation, the other of which remains successful and healthy

in terms of financial performance and its market position, are used to identify
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these criteria. The analysis and comparisons of both cases focus on their
marketing activities/lack of marketing activities, external and internal business
relationships, and seek to accomplish, combined with other applied

methodology, the above research objectives.

1.4 Background to the Research

There is considerable evidence to suggest that the increased complexity,
globalisation, and knowledge intensity of the marketplaces require SME’s to
make better use of their technological, organisational and marketing
competencies in order to survive. Contemporary organisations in highly
competitive and highly innovative markets should be able to build market share
_quickly, by delivering fast, high quality and innovative solutions. These
prerequisites particularly influence smaller high technology companies which
have to provide fast response, mass customized, yet innovative products and
services with limited resources. Their efforts to maintain and extend market

share should be supported by the development of new customers and support of

existing relationships with current customers.

In the software development industry the relationship with customers should
not only consist of need-oriented interviews and focus groups, but should be

supported by knowledge of external customer expectations. These are formed

by the consideration of known competitor products and services plus a vast
range of external factors and trends such as global issues of socio-cultural
norms, product market positioning, and associated budgets. The relationship
between software development companies and their customers is also
characterised by the fact that customers are increasingly willing to assist with

the development effort (Prahalad and Ramaswamy, 2000).

Innovative technologies bring new opportunities for developers to be creative
and to surprise their customers via direct enhancement of information-based
products and services, real-time maintenance and support, and rapport building.

These can be commercially realised only if the benefits are communicated and
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demonstrated to customers who very often have a limited knowledge about the

product and advantages the product would offer to their businesses.

On the other hand, the needs and requirements that SMEs face in the market
place are varied and products are expected to be customised according to the
end-customer, whilst being innovative, reflecting good value and being of high
perceived quality. Very often a lack of resources in smaller companies forces
them to handle their own marketing, distribution and support of the finished
product. This type of environment and the nature of software calls for a

specialised marketing model that can be applied by SMEs 1n ICT sector
(Alajoutsijarvi et al., 2000).

Despite the widespread acceptance of the importance of SMEs, including
innovativeness, flexibility and the provision of employment, much has been
written about the lack of marketing competencies of SMEs and the constraints
of SMEs to effectively leverage their products and innovations in the
marketplace (Hausman, 2005). Constraints include lack of resources and lack

of specialist expertise (Gilmore et al., 2001).

The application of two theoretical concepts, Integrated Marketing
Communications (IMC) and Relationship Marketing will constitute a backbone
of the proposed applied model (Bose and Sugumaran, 2003). IMC is required if
a small yet distinctive ICT company is to broaden recognition and appreciation
of brand and products, whereas Relationship Marketing will aid in attracting

and retaining the existing and prospective customer base.

Relationship Marketing (RM) is a concept which has been developed in the last
twenty years. RM has evolved as a result of globalisation, proliferation of
service markets, increased customer sophistication and the saturation of
product markets. The idea proposed by many leading scholars is that the
organisational focus should be on retaining existing customers as well as
attracting new customers through developing long term relationships and

customising products and services to meet customer needs (Gronroos, 1997).
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Consequently the study of RM within SMEs is crucial, especially taking into
account that the effective development of RM and CRM can help SMEs to win
and retain customers. It is hypothesised that the development of CRM activities
should be strongly supported by Integrated Marketing Communications (IMC),
underpinning the theoretical framework of this research. The focus of IMC 1s
to integrate the various tactical aspects of marketing communications with the
aim of delivering a consistent and cohesive message to customers, prospects
and other stakeholders. It should also be noted that customer orientation is a
significant enabler of consistency of message content and delivery within an

organisation (De Pelsemacker et al., 2007).

1.5 Methodology: A Summary

A combination of qualitative and quantitative research has been employed
throughout this study using a mixed methodology research design. The case
study method was chosen as part of the exploratory stage of the research and
two contrasting cases of software SMEs were analysed. Participant observation
of the cases was carried out, as well as archival research of corporate
documents and marketing material. In order to gain a detailed view of both
SME’s and their relationships with their customers and expectations of the
supplier and software companies in general, in-depth interviews were
conducted with 16 customers. Content analysis was conducted on the interview

transcripts, applying the theoretical framework of SERVQUAL and the 7Ps
Services Marketing Mix. The SERVQUAL model is a scale designed to

measure customer perceptions of service quality across five key dimensions
(Fisk et al., 2004). The 7Ps framework was applied to assess the customer
expectations of small software suppliers. Following the recommendations of
Hill and Wright (2001), the analysis of the interview transcripts included data
coding, moving from coding to interpretation, interpreting the data and
generating meaning from the analysis. The qualitative findings were supported
by text mining analysis of the text files of interviews’ transcripts. A second
objective of the in-depth interviews was to ascertain what attributes the
customers deemed 1mportant when deciding on software purchase.

Additionally a short survey was administered to a convenience sample of 65
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respondents to establish a broad initial set of key product and service attributes.
Following a comparison with the extant literature, the content analysis of the
depth interviews and analysis of the questionnaires, 12 key attributes were
identified: ‘Price’, ‘Relationship’, ‘Location’, ‘Bilingual Capability’, ‘Software
Functionality’, ‘Software Quality’, ‘Professionalism’, ‘Expertise of
Employees’, ‘Understanding of customer requirement’, ‘Trustworthiness’,
‘Communication’ and ‘Service’. These attributes were used to design an
Adaptive Conjoint Analysis survey. Conjoint Analysis is a multivariate
technique which determines consumer preferences for alternative products and
service offerings by examining the trade-offs consumers make during the

decision making process. Adaptive Conjoint Analysis (ACA) is a hybrid

approach which ‘adapts’ each respondent’s interview based on the answers
provided, and hence concentrates on the areas of greatest interest to the

respondent. The ACA survey was distributed to decision makers responsible

for software purchase in various organisations located in Wales. 256 on line
surveys were collated and analysed, employing ACA SMRT’, ACA

simulations and cluster analysis.

1.6 Structure of the Thesis

Chapter Two delves into the literature surrounding the research question in

order to review research development in the area. The nature of the research
question requires a review of the literature in the following areas: Services

Marketing, Relationship Marketing and Customer Relationship Management
(CRM), Integrated Marketing Communications (IMC), Marketing of SMEs,
and the Marketing of High Tech Products, specifically the marketing of

software products and services.

As the focus is on marketing of innovative software, chapter three reviews the
software industry, starting with the global software industry sector, followed by
the UK software industry and finally the software industry in Wales. The aim

of this chapter is to examine the business environment and characteristics of

2 ACA Software Market Research Tools software
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the software industry, including issues and challenges that affect structure,

conduct and performance of the industry.

Chapter Four then describes the research methodology and the rationale for
selecting the prescribed methods and discusses the limitations of the study. The
chapter begins with an insight into the researcher’s approach and the remainder
of the chapter follows the sequence of research, introducing case research and
ethnography, m-depth interviews, followed by an examination into Conjoint
Analysis and Adaptive Conjoint Analysis. Procedures used in survey design

and sampling are described and methodological limitations are presented.

Chapter Five is devoted to the case study research. Both case studies are
described and special attention is given to the marketing activities and
customer relationships of both SMEs. The findings from the exploratory survey
of Company A are presented, whilst Company B (the failed SME) is analysed
using the McKinsey 7S model (Peters and Waterman, 1982 cited in Kaplan,
2005). This analysis along with exploratory interviews with company B’s
employees and customer are summarised into a model illustrating the primary
reasons why the SME went into liquidation. Cross-case comparisons are made
between both companies under a list of common themes highlighted
throughout the research. The chapter concludes with a model of critical success
factors contributing to the success of Company A, and a literature-related
discussion of the case research findings, with particular attention paid to

aspects of Relationship Marketing and Integrated Marketing Communications.

Chapter Six reports the qualitative findings of the in-depth interviews
conducted with Company A’s customers. The results of content analysis using
the SERVQUAL framework are illustrated using relevant quotations from
customers. Analysts of customer expectations is then carried out within an
adapted 7Ps model. A literature-related discussion of the findings explores the
significance of the findings from both customer and supplier perspectives of

Relationship Marketing. Text mining analysis of the in-depth interviews is also

reported at the end of the chapter.
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Chapter Seven i1s an account of the Adaptive Conjoint Analysis results. The
chapter begins by presenting the importance of selected attributes established
with OLS regression, then compared with results obtained with ACA
Hierarchical Bayes algorithm. The second part of the chapter presents
scenarios for software organisations using market simulations of the attributes
and their associated levels in an attempt to establish optimal service. The third
part of the chapter describes the results of cluster analysis. The chapter
concludes by discussing the findings and supplier choice criteria using the 12

identified key software product and service attributes.

Chapter Eight combines all research findings in order to present the

conclusions of the research along with managerial implications. Two of the key

research objectives are re-visited and the models presented in chapter five and

six are presented to remind the reader of the key findings. The predominant

outcome of this chapter is the presentation of a new model which has been
developed from this research and can be adopted for use by high technology
SMEs who produce software so that they may improve their approaches to
Relationship Marketing and also improve their response to customer
expectations. The model 1s clearly defined and its application described, then
overall conclusions are drawn with recognition of the original contributions
that this model has made to new knowledge in this area. Finally, managerial

implications are discussed and future research directions are offered from both

academic and an applied perspective.

1.7 Thesis Contributions

This research hopes to contribute new knowledge to both academic and
practitioner domains. The study therefore intends to contribute to the limited
knowledge on marketing of software SMEs and customer expectations of
software suppliers in a B2B business environment. The resulting model intends
to act as a guide for high technology SMEs that produce software and offer a
service, to improve customer relationships and to help them develop an
innovative and cutting edge software solution which also meets customer

expectations. The IMC element of the model intends to aid SMEs in achieving
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communication objectives and developing a lasting dialogue with prospective

customers and other stakeholders in the B2B environment.

1.8 Summary

The purpose of an Introduction is to provide the reader with all the important
components they need to know about before embarking on the main body of
the thests. This chapter has detailed the thesis title, its aim, objectives, rationale
and background, and a summary of the methodology employed to achieve the
aim and objectives. There has been an explanation of the content of the

chapters and the sequence of the chapters is illustrated in figure 1.1.
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Figure 1.1 Structure of the Thesis
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2.0 LITERATURE REVIEW

2.1 Introduction

The key research aim of this project is to examine how small software

organisations can improve their marketing activities through the development

of relationships with customers and prospective customers. Software is an
intangible product, thus can be marketed as a service and a ‘solution’ to
business problems, often in a customised manner. The nature of the research
problem thus requires a review of a number of marketing disciplines including
the Marketing of Services, Relationship Marketing (RM) and Customer
Relationship Management (CRM), Integrated Marketing Communications

(IMC), SMEs and Marketing of SMEs, Marketing of High Tech/Innovative
Products and the Marketing of Software.

The chapter begins with the discussion of broad topical areas of Services
Marketing and Relationship Marketing, which constitute major theoretical
underpinnings of the research. These concepts are reviewed with a focus on
business-to-business settings. The competitive and progressive nature of the
software industry requires organisations to offer services such as consulting,
after-sales support, software maintenance and project management as well as
delivery of the software product itself. Arguably the quality of service delivery
is even more essential for software SMEs who do not always have a well
known brand or reputation, marketing experience or the general business
capacity of larger businesses to develop and market their products as standard
off the shelf products which are often generic and inflexible. The product and
service thus combine into a ‘solution’, which is often customised and thus
requires the development of a relationship, allowing customer expectations and

requirements to be fully understood.

The concept of IMC is complementary to, and supports the development of the
RM literature, and is therefore included in the literature review. It is

hypothesised that an IMC program combined with an RM approach within a
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software organisation can provide clarification and consistency in the minds of
customers. As the research objectives focus on SMEs 1n particular, and as case
study research methodology is employed, the literature on how SMEs approach
marketing cannot be ignored and is also reviewed. This is particularly
important as SME researchers observe that SMEs tend to market themselves
differently from larger firms. Finally, the literature moves from a broad
theoretical base and focuses on the specific research question and therefore
includes the literature on marketing of software which is thoroughly examined.
As was clear early on 1n the research process, there is a gap in the literature on
marketing of software products and services (Alajoutsijarvi et al., 2000;

Helander and Ulkinemi, 2006; Ojasalo et al., 2008). Therefore the logical area

of literature in proximity to marketing of software is the marketing of high tech

products, which 1s also presented and reviewed in this chapter.

2.2 Marketing of Services

This section firstly describes the nature and characteristics of services and then
examines the differences between the marketing of a product and the marketing
of a service. Service quality, internal marketing and the service experience are
also examined, with a focus on technology and information industries.
Software 1s an intangible, digital product that can be seen and managed as a

service offering as well as a product. Particularly relevant and unique to SMEs
1s their ability to develop a close relationship with customers and the

opportunity to create a customised service or solution, in an attempt to

establish a competitive advantage and retain valuable customers. A definition

of services proposed by Gronroos (2007, p. 52) embraces the importance of

direct contact with customers:

“A service 1s a process consisting of a service of more or less intangible
activities that normally, but not necessarily always, take place in
Interactions between the customer and service employees and/or physical

resources or goods and/or systems of the service provider, which are
provided as solutions to customer problems”.
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Some of these key words identified by Gronroos (2007) such as *“process”,
“intangible”, “interactions” and “solutions”, are highly relevant in the context
of software development as the software provider frequently offers tailored
computer systems that require regular and close interactions with the customer.
To a certain extent, the customer participates as a co-producer in the

production process for instance by providing system requirements and user-

feedback on a software prototype.

2.2.1 Characteristics of Services

It 1s proposed that the marketing of services is inherently different to the

marketing of goods, because services are intangible, perishable, inseparable
and heterogeneous (Fisk et al., 2004). The fact that service industries have

grown phenomenally during the last thirty years highlights the importance of

understanding how to market services and how to create customer-perceived
value. Parallel to the growth of services is the emergence of RM, which will be

reviewed below (see section 2.3).

Is software a service or a product? We have already established its
intangibility, and as heterogeneity applies to tailored software solutions, it is
difficult to standardise solutions. Although software can become obsolete very
quickly, 1t 1s not of a perishable or inseparable nature as improvements to the
solution can be made prior to its delivery. Moreover, buying and choosing a

software supplier is a complex process, as many buyers have limited
knowledge regarding the service offering (unless they are an IT expert) and
therefore face uncertainty regarding technical outcomes. These are the types of
characteristics common within service contexts. Despite the accepted wisdom
that intangibility, heterogeneity, inseparability and perishability (IHIP)
uniquely characterise services, these concepts have recently faced criticism
based on the premise that services offer benefits via rentals or temporary access
fees, presenting a different view of services (Lovelock and Gummesson, 2004).
This 1s relevant to software as it is forecasted that renting software could take

over from full licensing ownership in the near future (see chapter 3).
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2.2.2 Development of Services

The Marketing of Services as a discipline has become an established field
within the marketing literature. The discipline has materialised as a result of a
general growth in the service sector, the deregulation of service industries,
intense price competition and the increasing sophistication and rising
expectations of consumers. Important contributions to the early literature on
services marketing include Berry’s (1983) work on RM, and Booms and
Bitner’s (1981) expansion of the traditional marketing mix (cited In
Gummesson, 2006). Sheth and Parvatiyar’s (2002), research into the
development of domains to disciplines, showed that Services Marketing has
stood the test of time and is now a distinguished discipline. Moreover, the
service quality model, SERVQUAL is well-known and has been applied to
various research contexts. Vargo and Lusch’s work (2004) on the ‘new service
dominant logic’ has been equally well received and supports the contention
that customers engage in buying “service solutions” to solve problems rather
than buying products, which promotes the sharing of i1deas and resources

within relationships (Ballantyne and Aitken, 2007).

2.2.3 Role of People in Services

Inevitable to the discussion of services is the reference to people, relationships
and interaction. Due to the characteristics of services, the human aspect is vital
as co-operation can facilitate a mutual creation of value, resulting in a positive
service experience. Therefore the relationship facet of services is important,
particularly in business-to-business settings and ‘“high-credence services”
(Eisingerich and Bell, 2007) where service quality, trust and loyalty is key.
Although RM is not suitable for application in every service setting, arguably,
it 1s essential in the software industry where customised solutions are
developed, the pricing of software is specific to individual customer
requirements and there is a degree of resource sharing amongst two partners.
Related to the concept of internal marketing (see section 2.2.4 for a
description) is service recovery, which is the supplier’s response to a customer

when a service failure has occurred. It was found to be one of the factors which
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deter customers from switching to an alternative service supplier, even when
they are generally dissatisfied with the service. Other factors identified were
high switching costs, inertia, interpersonal relationships and the attractiveness
of alternatives (White and Yanamandram, 2007). Service recovery is
particularly vital in the software industry where implementation of new

programmes 1nto organisations does not always run smoothly and can impact

negatively on organisational performance if not effectively implemented by

service employees.

2.2.4 Internal Marketing

Internal Marketing and its contribution towards business performance has been

emphasised in the services marketing literature. Service quality is inherently
linked to a performance and the performers or “actors” are the employees. Also

the quality of external relationships depends on successful internal marketing
that transfers into positive relationships with customers (Herington et al., 2006)
and it 1s contended that customer-oriented employees can have a positive
influence on customer loyalty and positive word-of-mouth (Macintosh, 2007).
Thus service organisations must not only attract and retain the right customers,
they must also attract and retain good quality employees who can enhance
customer service experiences and act as advocates of the service organisation.
Similarly, top-down support and organisational commitment to the training of
employees, providing incentives and IT systems can aid and improve internal
marketing (Gronroos, 2007), and the practice of internal marketing can result
in greater job satisfaction (Gounaris, 2008). In software organisations, IT
systems are normally already in place, thus it is the supplier’s responsibility to

ensure that these systems are used by employees’ to support their RM efforts.

2.2.5 Service Quality

Much of the literature on services describes the quality of services and how to
enhance or improve service quality. Services are subjectively experienced
processes, most of which are evaluated post-purchase. Service quality includes

technical and functional dimensions (Gronroos, 2007). As software purchase
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involves complex decision making, functional dimensions such as
professionalism and reputation are equally important as technical quality when
assessing the supplier’s quality. However, the level of total perceived quality 1s
ultimately determined by the gap between the expected and experienced

service quality (Gronroos, 2007).

The SERVQUAL instrument is a well-known attribute-based approach and is

often used to measure perceived service quality. It was developed by
Parasuraman et al., 19835. The first stage of their study resulted in 10 service
quality dimensions;

e Reliability —involves consistency of performance and dependability.

e Responsiveness —concerns the willingness or readiness of employees to

provide service.

¢ Competence ~the possession of the required skills and knowledge.

e Access —involves ease of approachability, delivery and contact.
e Courtesy —involves politeness, respect and friendliness of employees.
¢ Communication —means listening to and informing customers.

e Credibility —involves trustworthiness, honesty and integrity of the

organisation.

e Security —involves the freedom from risk or doubt.

e Understanding the Customer —involves making the effort to understand
the customer’s needs and requirements.

e Tangibles —includes the physical evidence and representations of the

service.
These dimensions were later refined and decreased to five: Tangibles,

Reliability, Responsiveness, Assurance and Empathy (Parasuraman et al.,
1988).

The SERVQUAL instrument has faced some criticism (Ladhari, 2008). It has
been claimed that the instrument focuses on human interaction as opposed to
the service product or core service. It has also been criticised due to the fact
that standardisation of service delivery and social responsibility of the service

organisation is not taken into account (Sureshchandar et al., 2001). It has also
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been argued that the instrument should be industry-specific (Carman, 1990).
Further instruments were subsequently developed, including SERVPERF
(Cronin and Taylor, 1992), and specific to a relationships approach, the
relationship-quality model (Liljander and Strandvik, 1995 cited in Ojasalo,
2001). However, recent studies showed that SERVQUAL is a valid predictor
of overall service quality (Carrillat ez al., 2007; Lai et al., 2007).

2.3 Relationship Marketing

This section of the literature review examines the changing role of Marketing

and the evolution of Relationship Marketing during the last twenty years. The

concept of RM 1is further explored by examining some definitions in the
literature and RM theory development, along with the benefits of adopting this

approach, the debate on whether the concept constitutes a new paradigm within
marketing and its applicability to varying industries. The literature on CRM is
subsequently reviewed as the practical enabler of RM. The relevance of CRM
to small organisations, particularly within the high tech industry is also

discussed. A table summarising the seminal RM and CRM literature is

presented in table 2.3.

RM is a concept that is closely related to Services Marketing. It is contended
that the complex nature of high tech products such as software require
relationship-type marketing approaches as opposed to a traditional mass
marketing approach. Moreover it 1s an approach which SMEs adopt
instinctively as they have closer, more interactive communications with
customers, they are more flexible to changing customer demands and they tend
to make use of their personal contact networks to identify opportunities and

customer requirements (Gilmore et al., 2001).

RM 1s a form of marketing which focuses on developing long-term
relationships with customers by listening to customer requirements and
satisfying customer needs with the aim of retaining high value customers

(Reichheld and Sasser, 1990). The concept emerged in the 1980s as a response
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to globalisation, the evolution of markets from product based to service based,
technological changes and changes in competition dynamics. RM has since
been advocated by a number of academics as a new ‘paradigm’ in marketing
(Donaldson and O’Toole, 2000; Gronroos, 1994; Gummesson, 1997; Sheth and
Parvatiyar, 2002). Whether it is a new paradigm or not, we are certainly in a

“relationship age” (Olasz, 2006) which embraces co-creation and share of

customer rather than share of a market.

During the first half of the twentieth century, marketing was predominantly
production orientated and a major focus was on the transaction between buyer

and seller, describing the commodities to a mass audience via non-personal

advertising and promotion, and increasing firm value by selling mass-produced
commodities (Vargo and Lusch, 2004). Between 1950 and 1980 there was a
shift towards the customer, and as a result of contributions from distinguished
scholars such as Kotler and McCarthy, became developments such as the
marketing mix (4Ps) and the heightened recognition of customer satisfaction.
Developments from 1980 onwards include the introduction of Total Quality

Management, Services Marketing, Value and Supply Chain Management, and

Relationship Marketing.

Despite the fact that relationships have been ubiquitous among markets and
organisations for centuries, the term ‘Relationship Marketing’ was first used by
Berry in 1983 through his work on Services Marketing (cited in Lovelock and

Gummesson, 2004). Various definitions of RM have since been presented in

the extant literature. Morgan and Hunt (1994, p.22) state that:

“Relationship Marketing refers to all marketing activities directed

toward establishing, developing, and maintaining successful relational
exchanges”.

Gronroos (1994, p.9) argues that RM “is to establish, maintain, and enhance
relationships with customers and other partners, at a profit, so that the
objectives of the parties involved are met. This is achieved by a mutual
exchange and fulfilment of promises”. Despite widespread debate regarding the

definition and theory development of RM, this definition proposed by
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Gronroos is arguably the most comprehensive to date (Harker 1999; Harwood

et al., 2008).

Moller and Halinen (2000, p.49) contend that four marketing traditions have
contributed mostly to the development of RM: Services Marketing, Business
Marketing, Marketing Channels and Database Marketing. However, the
authors argue that there 1s no developed theory of RM. Their view is that RM
can consist of a variety of approaches, namely market based relationships and
network based Relationship Marketing, but ultimately organisations have to
“master several modes of marketing”. Harwood et al., 2008 have recently

added other perspectives of marketing including IT and Sociology as

perspectives of RM, and an adapted model including web marketing and

database marketing is presented here:

Figure 2.1 Adapted Model of Relationship Marketing
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In light of the recent proliferation of service industries, it has been suggested
that Transactional Marketing (as defined by the basic 4Ps of marketing) is

somewhat obsolete and more suited to mass, consumer-marketed products in
previous eras of marketing (Kotler et al., 2007). In the early 1980s, markets

were becoming saturated and the needs of customers were clearly varied and
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challenging as a result of fragmented markets. Consequently the views of
practitioners and academics alike shifted from product-oriented philosophy to
relationship-oriented philosophy as it dawned on them that the key to
sustainable competitive advantage was the retention of profitable customers
(Harker and Egan, 2006). However it is a common view within the literature
that Transactional Marketing still could be seen as a major approach as not all
customers wish to enter into a long term relationship with an organisation,
especially when customers are buying commodity products (Gronroos, 1997;
Ward and Dagger, 2007). Evident in the literature is a description of a
relationship continuum, where Transaction Marketing is on one end and

Relationship Marketing on the other end: what type of relationship the
customer wishes to enter into depends on the needs of the customer and the

product or service offered (Gronroos, 1997).

When comparing RM and Transactional Marketing, the major differentiation

dimension is the interactiveness with customers (see table 2.1 below).

Table 2.1 Relationship Marketing vs Transactional Marketing

The Strategy Continuum Transaction Marketing Relationship Marketing

Dominating Marketing Marketing mix Interactive marketing
[ N
Price elasticity Customers tend to be more Customers tend to be less
R g
Dominating quality Quality of output Quality of interactions
P i
Measurement of customer Monitoring market share Managing the customer base
el el
Customer information system | Ad hoc customer satisfaction | Real-time customer feedback
T e T

Interdependency between Interface of no/limited Interface of substantial

marketing, operations and strategic importance

strategic importance

personnel

Source: Gronroos (1997, p.329)
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Although RM has been an expanding approach for the last twenty years, its
definition, conceptual content and practical implications are still being debated.

The three key schools of thought are derived from the Nordic School, the IMP
(Industrial Marketing and Purchasing) and the Anglo-Australian approach. The

Nordic School appeared in the late 1970s in response to perceived
shortcomings 1n the transactional approach to marketing and the work on
Services Marketing. The IMP Group also originated in the 1970s and is centred
around business-to-business relationships. The Anglo-Australian approach is a

third school of thought which is built on quality and increasing levels of value

to customers through enduring relationships. (Palmer et al., 2005) as illustrated

in table 2.2 below.
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Table 2.2 Relationship Marketing: Schools of Thought

Key component Transaction IMP Group Nordic school | Anglo-Australian
Exchange 4P’s | Relationship Service Service/quality
term

Market Single, customer | Multiple, network | 30 markets 6 markets
with 4
categories
Organisation Hierarchical, Functional, Cross-functional.
Cross-
functional

Basis of exchange Price Product/service, Less sensitive | Perceived value
R N =~ el Dl
Product/quality Product/ Technological Interaction Function of value
dimension output quality quality and cost of

ownership

Measurement Revenue, market | Profitability Quality, Customer

customer
satisfaction
Customer Ad hoc Varies by Individual Customer value

Internal Marketing Substantial Integral to the

functional Process-based

share satisfaction

strategic concept

importance

Service Augmentation to | Close seller/buyer | Integral to Basis for
core product relations product differentiation

Source: Palmer et al., (20035, p.322)

In summary, the major part of the literature considers RM to have increased in
importance due to various factors including the rise in service based industries,
the decline of traditional mass marketing techniques as customers become
more demanding and powerful, the saturation of markets and the changing
nature of markets; the increase in competition and the development of

fragmented as well as global markets (Palmer et al., 2005). Major approaches

to RM are discussed 1n the section 2.3.1 below.
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2.3.1 Approaches to Relationship Marketing

Gummesson’s major contribution to a theory of RM is the 30R approach,
which identifies thirty types of relationships that exist in organisations. The
author stresses that RM is more than management; it is rather marketing-

orientated management — an aspect of the total management of the firm that

includes networks and interactions. The thirty relationships are grouped into
four classes: Classic Market relationships, Special Market Relationships, Mega
Relationships and Nano Relationships. The classification of relationships into
30Rs is to make RM more operative and useful for planning marketing
activities. Not all Rs are applicable to every situation; it is a matter of selecting
a specific relationship portfolio for the marketing plan (Gummesson, 2002).

The author agrees with other scholars that there is thus far no definition of RM,

but goes further and points out that no definition of RM will ever be precise

and all-inclusive.

RM focuses on the customer; satisfying the customer and retaining the
customer as it is acknowledged that the cost of retaining a customer is less than
that of acquiring a new one. Reicheld and Sasser (1990) estimated that a 5%
increase 1n retention rate resulted in an increase in the net present value of
customers of between 35% and 95%. This was found to occur in a wide range
of industries, from credit card to insurance brokerage and from motor services
to office building management. Interestingly the estimate obtained for software
industry was 35%. In this study, larger organisations were investigated as

opposed to SMEs, providing further rationale for the research into RM
approaches within this industry, specifically within SME:s.

RM research has led to research developments in database marketing and data
mining, which include an analysis of customer base according to its value and
the extracting of the most profitable customers, with a view to directing most
RM activities toward them. Similarly the customers deemed less financially

valuable do not have to be retained. Data mining is considered in section 2.4 on
CRM.
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The following core values and beliefs according to Gummesson (2002) provide
an effective summary of the assumptions of RM:
e Each customer is an individual. Heterogeneity is the key concept.

e Partners in collaboration create joint value.
e Long term relationships pay.

e Win-win relationships should be the objective.
Contrary to numerous RM studies, which focus on the organisational benefits,

these assumptions embrace the benefits for the customer as well as benefits for

the organisation.

In the ‘Six Markets’ model, Christopher et al., (1991) take an extended view of
RM, which incorporates all stakeholders into organisational relationships (see
figure 2.2). The model emphasises that, although the customer is central in the

RM process, companies have a number of markets to whom they need to direct

marketing activity and build positive relationships (Christopher et al., 1991). In
this research context perhaps the second most important group is the Internal
Markets group, which is developed on the notion that every person working

within the organisation 1s a supplier and a customer. If effective relationships

can be built with these organisational employees, it can positively affect
service quality, motivation and customer relationships. Gummesson (1991)

takes a similar view in his proposition that all employees in an organisation are

“part-time marketers”.

A recent practical development to the ‘Six Markets' model has been the

addition of a stakeholder map, which 1s used to identify and present an

organisation’s emphasis on each market, its desired emphasis and the gap

between these propositions (Payne et al., 2005).
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Figure 2.2 Extended view of Relationship Marketing.

Influence
markets

Customer
markets

Source: Christopher ef al. (1991, p. 21)

Christy er al., (1996) suggest that RM is appropriate for certain consumer
markets depending on the characteristics of the market segment and the
product field. Therefore RM 1is not appropriate in every situation. Within
Christy et al’s matrix, 1t 1s theorized that basic goods and commodities have
low relationship potential but more complex goods such as cars and other
tatlored products have high relationship potential. This implies that high tech
products and services have high relationship potential. The contention that not
all customers want to develop relationships is supported by Ward and Dagger
(2007), as relationship strength depends on the importance of the relationship,

relationship characteristics as well as the type of service or product.

2.3.2 Benefits of Relationship Marketing

The literature on RM generally seems to focus more on the potential benefits
for suppliers who adopt RM, and often ignores the question whether the
customer wishes to enter mto a relationship (Blois, 2007). Benefits for the

supplier include increased cooperation, a better understanding of customer
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requirements and a dialogue with customers leading to the development of co-
created and customised products and services. Financial benefits include
reduced costs due to higher retention of customers, and increased profits as a
result of customers’ loyalty and reduced price-sensitivity. Proposed benefits for
customers include reduced anxiety and comfort in knowing their supplier,

along with social benefits as a result of familiarity with employees,
individualised and additional services and special treatment (Gronroos, 1994;

Gummesson, 2002; Gronroos, 2007).

2.3.3 Relationship Marketing: the New Paradigm?

The prevailing debate which is notable within the literature is whether RM

constitutes a new paradigm in Marketing. Researchers supporting this view
include Gummesson (1994), Gronroos (1997) and Donaldson and O’Toole
(2000). Sheth and Parvatayar (2002) offer suggestions on how RM can be

developed from *“domain to discipline” following the success of Consumer
Behaviour, Services Marketing and Marketing Strategy as disciplines. The
authors contend that RM should focus on delimiting the domain; there should
be agreement on a definition, a development of performance metrics,
employment of longitudinal research methods, and development of explanatory
theory. Whilst it 1s widely acknowledged in the literature that there i1s no

general theory or definition of RM, there is extensive research being
undertaken in the subject area and an academic journal dedicated to the subject
area has been established. Conversely, there are a few authors who argue that
the degree of change in marketing does not constitute a new paradigm. Moller
and Halinen (2000, p.30) argue that RM “...does not have the potential to
constitute a general theory of marketing”, Mattson (1997) concurs that it is
merely a strategy aimed at increasing loyalty and customer retention, and that
RM is just one approach to marketing, which is taken based on factors such as

the product/service offered, customer and culture (Rao and Perry, 2002).
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2.3.4 Can Relationship Marketing work in Practice?

It is apparent from the literature that although the concept is hailed as the future
of customer satisfaction and organisational profitability via tailoring to
individual needs and retaining high value customers, the implementation of

RM in practice is troubled (Fournier et al., 1998). There may be undue pressure
on Transactional Marketing to be replaced by RM when in fact it can co-exist

with RM. RM is likely to remain more selective and targeted (Sheth, 2002) and
employ industry and product specific tools, for example, a study by small

software firms were found to focus on Interaction and Network Marketing
(Roderick et al., 1997).

In a study by Li and Nicholls (2000), the authors do not consider RM to be a

new paradigm but propose that the approach is appropriate when:

o the exchange is long-term oriented;

e uncertainty regarding the performance of the other party is high;

e the joint planning requirement is significant;

e there is mutuality of interest;

e interdependence, co-operation and needs for. internal obligation
increase;

e more primary personal relations are involved;

e the uncertainty of the power balance 1s high.

Furthermore, the small number of customers in some industrial markets may
explain why RM 1is more appropriate as relationships with key exchange

partners are important and more practically feasible (Li and Nicholls, 2000).

Although the concept of RM is based on a long-term and customer-oriented
view, the concept of ‘self-interest’ needs to be addressed. In this respect,
organisations faced with sudden environmental problems may take short-term

radical action to safeguard its future, and these actions may have disruptive

effects on customer relationships (Blois, 2007).
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It is also important to consider whether customers wish to enter nto
relationships with suppliers at all. Sometimes a company’s preoccupation with
its most valuable customers leaves other revenue-generating customers feeling
underappreciated e.g. credit card companies are constantly offering new
customers special introductory rates and the recent wave of TV adverts by
Nationwide illustrates the emphasis on “brand new customers only”. It is also
important to note that RM activities carry the risk of making customers more
distrustful of organisations, through use of intrusive marketing

communications (O’Malley and Prothero, 2004).

2.3.5 Commitment and Trust

Following the research conducted by Morgan and Hunt (1994), the terms
commitment and trust have been prevalent in the RM literature, as they are
vital factors in developing healthy relationships with customers. This seminal
study by Morgan and Hunt identified the outcomes of relationship commitment
and trust to be;

e Acquiescence and a lower propensity to leave.

e Co-operation.

¢ Lower functional conflict.

e Lower uncertainty in decision making.

Commitment assumes that both parties view the relationship as beneficial and
will work at maintaining it. Two types of commitment have been identified by
Geyskens and Steenkamp (1995): affective commitment and calculative
commitment. Affective commitment 1s based on the extent to which partners
desire to maintain their relationships, whilst calculative commitment is based

on the extent to which partners need to maintain their relationships.

Trust is defined as “...a willingness to rely on an exchange partner in whom
one has confidence” (Moorman et al., p.82, 1993 cited in Morgan and Hunt,
1994). Trust plays a key role in the maintenance and integrity of relationships.

It is required to prevent neither party from practicing opportunistic and
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exploitative behaviour. Numerous studies within the literature have
concurrently found that the presence of trust and commitment has a positive
impact on relationships (Barry et al., 2008; Ivens, 2005; Melewar et al., 2001;
Takala and Usitalo, 1996). The literature is encouraging as it recognises the

two way process between the organisation and the customer.

The investigation by Mohr and Spekman (1994) supports the view that
commitment and trust are vital in the development of relationships by
considering the characteristics of partnership success. The factors identified as
predictors of partnership success include commitment, coordination, trust,

partnership success quality, information sharing, participation and joint

problem solving. A recent study of RM and customer loyalty found that

customer loyalty can be created and reinforced by strategies aimed at building

trust and demonstrating commitment in a proactive fashion (Ndubisi, 2007).

Whether RM is described as a new paradigm or not, it is evident that a shift has

occurred in academic and managerial thinking. There is definitely a move
towards being more customer orientated, to improve customer understanding
and to develop a two way dialogue with the customer through synergistic

relationship and partnerships. This is largely attributed to the implementation
of CRM.

2.4 Customer Relationship Management (CRM)

Although the terms RM and CRM are often used interchangeably (Parvatiyar
and Sheth, 2001), the majority of the literature reviewed suggests that CRM is
the practical and tactical implementation of RM within an organisation. Wilson
et al., (2002, p.194) refers to CRM as “a modern synonym for Relationship
Marketing” whilst Gummesson, (2006, p.3) defines CRM as “the values and
strategies of Relationship Marketing-with particular emphasis on customer
relationships-turned into practical application.” It is a relatively new
management discipline which gained popularity in the 1990s and as with RM,
there 1s no universally accepted definition of CRM. Most definitions use terms

such as ‘customer-centric’ and ‘technology solution’ to describe CRM, and
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most definitions refer to CRM as a process of building and maintaining

relationships. Buttle (2006, p.34) however contends that CRM 1s more than a

marketing process and emphasises its strategic importance:

“CRM 1s the core business strategy that integrates internal processes and
functions, and external networks, to create and deliver value to targeted

customers at a profit. It 1s grounded on high-quality customer data and
enabled by information technology.”

Although this 1s a comprehensive definition, it neglects the importance of long
term relationships and customer centricity. Despite the lack of a widespread

definition, a large part of the literature describes its associated potential

benefits and characteristics.

Ryals and Knox (2001, p.535) summarise the key characteristics of CRM:

o A customer relationship perspective aimed at the long term retention of
selected customers;

o gathering and integrating customer information;

 use of dedicated software to analyse this information;

o segmentation by expected customer lifetime value;

o customer value delivery through service tailored to micro segments;
facilitated by detailed, integrated customer profiles;

 customer value creation through process management;

« CRM provides the opportunity to implement Relationship Marketing on a
company wide basis;

« a shift from managing product portfolios to managing portfolios of

customers, necessitating changes to working practices and sometimes to

organisational structure.
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2.4.1 Benefits of CRM

Advocates of CRM have argued that it can create a competitive edge for
organisations by helping to track customers’ interactions with the organisation,
and as a result improve customer loyalty and customer retention (Payne and
Frow, 2005; Ryals, 2005). The CRM system itself manages all customer data
and the information 1s shared throughout an organisation. The CRM database
provides all employees with current knowledge on customer demographics, a
history of the relationship, details of products and services purchased, enabling
employees to cross-sell additional complementary goods and services as well
as customising offerings to micro segments. Its attraction is that it claims to
provide a “single view of the customer” (Reid and O’Brien, 2005, p.357).
Furthermore, data mining techniques can uncover hidden patterns and new
marketing opportunities, and it enables organisations to place a numerical
value on a customer’s lifetime (Dorrington and Goodwin, 2002). A well-known
measure in the CRM literature is Customer Lifetime Value, which can be
calculated by taking into account customer acquisition cost, revenue stream,
cost stream and length of the relationship (McDougall et al.,1997). CRM can
capture and analyse information in real time which can also improve
organisational efficiency and customer profiles, which are regularly updated. It
can improve interactivity and communication, leading to closer and more
successful business relationships. The effects of CRM on customers are

proposed to be improved customer service and improved customer satisfaction
(Richard, 2007).

The concept of CRM has proven attractive for organisations and many have
launched into swift delivery of CRM databases. However successful cases
appear to be few and far between. In Europe alone it is estimated that $1.7
billion will be spent on call centre technology by 2009 (Datamonitor 2006 cited
in Egan, 2007). However there are reports of high failure rates among CRM
implementation: Computerworld.com estimates that 66% of IT projects
supporting CRM were failing (Nelson 2006 in Egan, 2007). Woodcock and
Starkey (2001) estimate that any large CRM project greater than £10m will
fail. Despite the widespread reports of failure, the number of CRM systems
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being adopted still appears to be growing. CRM systems and consultancy were
predicted to grow to $US 47 billion by 2006 (Gartner 2003 in Payne and Frow,
2006). The question is why do organisations continue to invest in CRM
software and IT despite the reported failures? Perhaps it is due to its fashion as
a concept as well as the emergence of RM. What is missing from the literature

is a valid, proven methodology for CRM success.

Much has been commented on the reasons for CRM f{failure, subsequently

leading to proposed factors and criteria for success. However there is a lack of
empirical validations of criteria within the literature. In a study conducted by

Wilson et al., (2002) that employed case study methodology, the following

success factors were supported:
e board level backing;
o definition of approval procedures which allow for uncertainty;

« gain board awareness of the strategic potential of IT (IT cannot be looked

upon as merely a support function);
« organise around the customer;
« involve users interactively in system design e.g. using workshops;
« design for flexibility;

o employ a rapid strategy but with a phased approach as relaxed timescales

can make a project vulnerable.

It seems that companies often see a CRM project as an IT project only and
perceive that a convergence of databases into one CRM system will
automatically improve customer relationships. However, technological
integration does not necessarily lead to performance and organisational

integration (Nguyen et al., 2007; Ryals and Knox, 2001). The need for a
company-wide understanding of CRM and its objectives is evident, preferably
betore the implementation of technology in order to achieve employee support.
Arguably, an important prerequisite to employee support is the vision and
attitude of management, hence the call for a Chief Customer Officer (CCO) to

manage CRM implementation (Seth and Sisodia, 2001 cited in Gronhholdt and
Martensen, 2005).
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2.4.2 Strategic and Implementation Models of CRM

CRM is a holistic approach to managing relationships and needs to be defined
strategically (Payne and Frow, 2005). The CRM Value Chain describes a five
step process for developing and implementing a CRM strategy, and the model
also identifies a number of supporting conditions that facilitate successful
implementation (see figure 2.3). The supporting conditions are Leadership and
Culture, Data and Information Technology, People and Processes. The
framework demonstrates that following the five stage process and leveraging

the supporting conditions can lead to customer retention and associated

profitability.

Figure 2.3 The CRM Value Chain
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Other CRM implementation models have been presented in the literature, all of
which are of varying degrees of complexity but most of which have certain

facets in common: commitment of senior management, the importance of
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people within the organisations, the technology as an enabler of CRM and
strategic development of CRM (Chen and Popovich, 2003; Lindgreen, 2004).
A recent model developed by Payne and Frow (2006) emphasises the cross-
functional importance of CRM processes. The model has two main
components: key CRM implementation activities consisting of CRM Readiness
Assessment; CRM Change Management; CRM Project Management and
Employee Engagement. The second component is the model’s five core CRM

processes:

1. Strategy Development.

2. Value Creation.

3. Multi-Channel Integration.
4. Information Management.
5. Performance Assessment.

The model highlights the integration of CRM processes and illustrates the
importance of managing each process and implementation activity often
concurrently, and the need for re-visiting certain processes at later stages of
CRM implementation. For example, value creation focuses on the value to the

customer, and 1s an interactive process (Payne and Frow, 2006).

The question arises about application of these models in business practice.
Most of these models are developed following methodologies such as
interviews with managers, case research and action research. However there is

a lack of empirical testing of such models in both B2C and B2B sectors. A
recent study by Ryals (2005) shows that a relatively straightforward analysis of
the value of the customer can make a real difference. As a result of the
research, a real life insurance company decided to make fundamental changes
in their customer management strategy such as introducing relationship pricing,
turning some customers down, cross-selling and new product targeting. The
company subsequently noted that customer retention had improved (Ryals,
2005). A large part of CRM research has been conducted in the banking and

finance industry as it is generally believed that it is the most advanced industry

in terms of CRM development and implementation (Lindgreen and Antioco,
2004).
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Other companies examined who have experienced successes as a result of
implementing CRM include Siemens, who since have developed a reputation
for strong CRM (Strategic Direction, 2006). Matalan is an example of a retailer
whose customer management strategy has proven successful. As all customers
are club members, and each transaction recorded, Matalan has developed a
comprehensive database of all customers, and therefore direct marketing
activities can be targeted towards the right customers, consequently
strengthening communications and relationships with customers (Rowley and
Haynes, 2005). Although these are examples of large organisations which have
experienced CRM success, CRM 1mplementation problems are often cited by
organisations of such sizes (Woodcock and Starkey, 2001). Indeed it is argued
that smaller organisations are more successful at implementing CRM as they

are more responsive to change and are more likely to have updated and usable
customer information (Abbot ef al., 2001). Abbot et al’s study is interesting as
it examined a high proportion of technology-based businesses. However there

still remains a significant gap in the research of CRM and RM activities and

their management 1n high tech organisations, particularly in software SMEs.

2.4.3 CRM: Measuring Performance

A widely cited difficulty with CRM is the problem of measurement,
specifically the problem of quantifying organisational CRM success. One of
the main objectives of an organisation using CRM, and one of the promises of
CRM is 1its ability to identify the high value customers with which an
organisation should leverage relationships, and create customised products and
services with the aim of retention. Typically, the Pareto rule states that the top
20 per cent of an organisation’s customers provide 80 per cent of its revenue
and profits (McKim and Hughes, 2001), implying that a large amount of time

and money are currently spent on building relationships with unprofitable

customers.

The main CRM performance measurement tools found in the literature are the
Balanced Scorecard, Return On Investment (ROI) and the Customer

Management Assessment Tool (CMAT). According to META Group (2003),
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88% of UK companies use ROI to measure performance of their CRM systems
(Aslett, 2003 1n Wangstitstaporn and Jones, 2006) but often, compantes who
claim a positive return on investment are unable to quantify their claims. The
Balanced Scorecard, which was developed by Norton and Kaplan in the 1990’s
is generally agreed to be a better indicator of performance as it contains four
aspects: Financial; Customer; Internal Business Processes; Learning and
Growth. A combination of these aspects provides a more detailed measure of

corporate performance. The Customer Management Assessment Tool (CMAT)
can assess how well a company manages its customers. It includes assessing
current CRM activittes, developing a vision for the future and developing

programmes of change. The CMAT tool was developed by Woodcock (2000)

but there has been a lack of independent research to validate its claims

(Alvarez et al., 2006). Therefore there is a lack of concurrence in the literature
as to how to measure CRM performance. The most promising piece of research
offering a valid measure of a firm’s CRM is a conceptual model proposed by
Sin et al., (2005). It was created 1n the context of four behavioural components
and was focused on marketing and financial performance measures (see figure
2.4). Although the model was tested empirically, it was only conducted in the

Hong Kong financial industry thus it is questionable in terms of generalisation

into other countries and industries (Wangstitstaporn and Jones, 2006).
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Figure 2.4 Measuring CRM Performance
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A qualitative approach to measuring CRM effectiveness was proposed by Jain
et al., (2003), which included behavioural determinants of customers including
attitude, perceived quality, retention and satisfaction. However, this type of

assessment may be useful if used in conjunction with a valid quantitative

measure which can effectively be compared with competitors.
2.4.4 Criticism of CRM

Criticism of CRM is visible throughout the literature. Egan (2007, p.1) argues
that “CRM uses the language and rhetoric of RM without adopting the
underlying values of the Relationship Marketing concept”. He goes further
stating that both concepts are fundamentally different in that CRM focuses on
the customer-supplier dyad, whereas RM takes into account the holistic nature
of multi-relationships. This criticism further relates to one of CRM’s “perils”
or risks that it is perceived as a technological initiative and that customers are

largely becoming annoyed with such initiatives as centralised, impersonal call

centres.
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Other academics have argued that CRM is in danger of becoming the latest
fashionable buzzword or “business fad” as opposed to a valid management
discipline (Kellen and Stefanczyk, 2002, p.41). This and the fact that a large
number of organisations are experiencing difficulties in implementation and
measurement could lead to a reduction in the confidence in CRM. However
one must remember that it is a relatively new concept, and much more research
should be devoted to its practical application. It seems that many are willing to
adopt the concept, and the level of investment in CRM signifies the confidence
it invokes. What practitioners and academics need to establish is how to do 1t

successfully in particular industries and business conditions, for example, using

the results of this particular research study.

In terms of use of CRM within SMEs, it 1s found that most SMEs do not use
CRM applications, although the concepts are being applied through informal

relationship building and forming alliances (Maguire et al., 2007). However,
software or other high-tech SMEs perhaps do use CRM because they tend to

already have the facilities 1n place.
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Table 2.3 Overview of publications in RM/CRM

Seminal RM/CRM Literature

Author(s)

Relationship Marketing easier to
form in ‘relationship friendly’

Christy, Oliver and
Penn, 1996

Relationship Marketing in Consumer
Markets

environments (long term and
vlex purchases)

Alternative relationship

structures in B2B environment:

Donaldson and
O’Toole, 2000

Classifying relationship structures :

relationship strength in industrial
markets

bilateral, recurrent, dominant
vartner and discrete.

From Marketing Mix to Relationship | Evolution of Marketing and

Marketing: Towards a Paradigm Shift | Paradigm shift towards
In Marketing. Relationship Marketing based

on customer perceived quality,
trust and collaboration.

Gronroos, 1994

Gummesson, 2002 Relationship Marketing in the New Evolution from Traditional
Marketing’.
Hunt et al., 2006 The Explanatory foundations of
relationship marketing theory

Mohr and Spekman,
1994

Factors Accounting for RM
success include Trust,
Commitment , Shared Values
and Communication
Attributes of successful
partnership include
commitment, communication,
quality, information sharing and
trust.

Payne et al., 2005 A Stakeholder approach to Six Markets model used to
relationship marketing strategy develop a stakeholder
relationship planning model

Payne and Frow, A Strategic Framework for Customer | Five key cross-functional CRM
2005 Relationship Management processes: strategy development,
value creation, multichannel
Integration, information
management and performance
assessment.

CRM works, and requires a
straightforward analysis of the
monetary value of the customer.

Characteristics of Partnership
Success: Partnership Attributes,
Communication Behavior and

Conflict Resolution Techniques

Making Customer Relationship
Management Work: The
Measurement and Profitable
Management of Customer
Relationships.
Cross-Functional Issues in the
Implementation of Relationship
Marketing through Customer
Relationship Management.

Ryals, 2005

Ryals and Knox,
2001

CRM requires senior
commitment and support, a
focus on long-term customer
relationships and development
of cross-functional teams.
Focus on services provision,
based on delivering intangible
resources, the co creation of
value and developing
relationshi

Vargo and Lusch,
2004

Evolving to a New Dominant Logic
for Marketing
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2.5 Marketing in Small and Medium sized Enterprises (SMEs)

The aim of the research is to investigate marketing within small to medium
sized enterprises (SMEs) within the software industry. This section of the
literature review will therefore explore how SMEs tend to operate and how
they differ to their larger counterparts, including their advantages and
disadvantages that they experience, specific to SMEs that operate in the high

tech sector. Relevant models and resultant research of SMEs and SME

marketing are also presented and reviewed.

According to the European Commission (2005), “Micro, small and medium-
sized enterprises (SMEs) are the engine of the European economy. They are an
essential source of jobs, create entrepreneurial spirit and innovation in the
European Union (EU) and are thus crucial for fostering competitiveness and
employment”. SMEs are defined according to number of employees and annual
turnover, and are categorised into three types:
1. Micro enterprises, which employ under 10 people and have an annual
turnover of no more than approx £1.3m (converted at the exchange rate

on 11 December, 2006).

2. Small enterprises, which employ over 10 people but fewer than 50, and

have an annual turnover of no more than approx £6.7m.

3. Medium-sized enterprises, which employ over 50 people but fewer than

250, and have an annual turnover of no more than approx £34m.

In the UK, SMEs account for 99% of all businesses in the private sector (DTI,
2004). Despite these figures, the marketing models and theories identified in
the Iiterature have historically been applicable to larger organisations.
Although the literature distinguishes SMEs from larger organisations in terms
of size and revenue, it has been recognised that SMEs are not smaller versions
of these larger businesses. Instead it is acknowledged that they have unique and
particular characteristics which affect the way in which they operate and affect

their preoccupations and decision making processes (Hill, 2001).
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There is no widely accepted definition of SMEs in the academic literature
although Hill, 2001 cites the work of the Bolton Committee (1971) as the most

appropriate definition of SMEs. They identified three important characteristics
of SMEs:

e They have a relatively small share of their marketplace.

e They are managed by owners/part owners in a personalised way, and not
through the medium of a formalised management structure.

e They are independent, in the sense of not forming part of a larger
enterprise.

These characteristics do capture the generic characteristics of SMEs but may

not be appropriate considering the broad range of organisations which now

exist, especially in the volatile and the dynamic high technology industry.

Overall, SMEs are predominantly described in the literature by their

characteristics or defined by objective measures such as size, number of

employees and turnover thresholds.

SMEs are recognised as significant sources of innovation, and innovation can

be the most important aspect of an SME’s success. Examples of successful

innovations in SMEs that have transformed into global successes are
organisations such as Apple Computers and Starbucks (Hausman, 2005).
Another example is that of Google, which started as a garage company to

become the most powerful brand in IT, overtaking Microsoft globally.
Innovativeness 1s arguably due to the smaller and flatter structures of SMEs,

and the absence of bureaucracy, which improves communication, knowledge
sharing and collaboration (Laforet and Tann, 2006). Other advantages of SMEs
include their flexibility and rapid ability to respond to environmental needs,

their ability to satisfy rapidly changing customer needs, and their potential for

close relationships with customers hereby making customers feel valued. SMEs
often find it difficult to make an impact in large, competitive markets with
established players, and therefore create their own market by developing an

innovative product/service, or commit to supplying a neglected, untapped niche

market. Both paths can provide them with the opportunity to create competitive
advantages (Carson et al., 1995; Hill, 2001). Furthermore, SMEs cannot

compete in the traditional sense, as they have limited resources and cannot
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achieve economies of scale, therefore they leverage unique networks and core

competencies in order to achieve a competitive advantage (O’Donnell et al.,

2002).

Networking in SMEs has been identified as an important marketing strategy, as
it can increase their market knowledge, provide access to marketing resources,
new opportunities and enable them to learn from others’ experiences
(O’Donnell, 2004). Furthermore, networking can increase the sophistication of
SMEs’ planning and decision making processes. Three different categories of
marketing were described by Gilmore et al., (2006): ‘sophisticated’, ‘selective’

and ‘limited’, whilst proactive marketing networking was found to be a key

determinant of sophisticated marketing in SME:s.

Many authors within the SME literature have cited problems inherent in SMEs
(Carson et al., 1995; Hill, 2001; Simpson and Taylor, 2002). These problems
include the lack of resources, limited finances, a lack of strategic expertise and
the fact that the power and decision-making is concentrated solely in the
owner-manager (Hausman, 2005). Further disadvantages include a limited
customer base, limited access to competitive markets, a lack of formal and
strategic planning, and decisions made without a logical analysis of
opportunities and the environment, but instead determined by the personal
preference of the owner-manager (Chaston, 1997). With regards to the ICT

industry, which is the focus of this research, there are additional problems for
SMEs competing in this industry. These include the difficulties of gaining
credibility in a highly competitive, rapidly evolving and uncertain market.
These issues will be examined further in the next section of the literature

review, Marketing of Software and High Tech Products.

2.5.1 SME Theoretical Models

While much has been written about the characteristics of SMEs, the traits of
SME owner-managers and marketing in SMEs over the last 30 years, there is
general agreement that SME theory development is still lacking (Hill, 2001;
Siu and Kirby, 1998). Research in SMEs began with early SME growth models
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developed from the economics literature (Churchill and Lewis, 1983; Carson
and Cromie, 1990). More recently the focus has shifted towards
entrepreneurship and entrepreneurial marketing, and their significance within
SME:s (Stokes, 2000). More importantly, during the last 10 years, the use of

networking in SMEs has been highlighted as one of the principal methods of
marketing (Gilmore et al., 2001; Tersvioski, 2003).

The behaviour of SMEs has been notably examined by Carson (1990), who
argues that there is no one formula that any company can adhere to and that
marketing needs to be flexible to suit SMEs at all stages of development. He

proposed six marketing models which can be used to assess SME marketing

performance. The models concentrate on ‘Marketing Limitations’, ‘Levels of
Generalisation’, ‘Planning vs Operations’, ‘Marketing Planning Adapted for
Small Firms’, ‘Stages of Marketing Development’, and ‘Levels of Marketing
Activity’. The fifth model 1s categorised into Reactive, Tinkering,
Entrepreneurial and Proactive, each level involving a higher degree of
commitment to marketing and a number of marketing activities conducted by
the SME. The sixth model distinguishes between the degrees of marketing,
which are defined as little or no marketing, implicit and simple marketing and
explicit and sophisticated marketing. Carson (1990) concludes that SMEs have
a “distinctive marketing style” which 1s characterised by:

e Informal structure, evolution and implementation.

e Restricted in scope and activity.

e Simplistic and haphazard.
e Product and price oriented.

e Owner/manager ‘involved.’

Other academics have used similar adjectives to describe the marketing of
SME:s (Gilmore et al., 2001; Fuller, 1994).

Another approach presented and referred to in the literature is the Role and

Relevance of Marketing model (Simpson and Taylor, 2002). The model takes

into account the internal role of marketing with the external relevance of

marketing and has four categories:
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1. Marketing-Led Organisation: Here, marketing is important to the
organisation and the external competition 1s tough.

2. Marketing Dominated Organisation: Here, there is a misbalance
between marketing activities and the external environment in that
marketing dominates the strategy making process.

3. Marketing Weak Organisation: marketing is essential for long term
survival but little time and effort is spent on marketing activities.

4. Marketing Independent Organisation: there is a balance here but it
can be seen as quite risky as these organisations are often relying on
one large customer.

This model was recently tested by Simpson et al., (2006) and found that most
of the SME:s investigated fell into the ‘Marketing-Led’ category, and that most

companies prefer ‘Strategy B’ (evolving from a marketing independent
orémisation, to marketing weak organisation, and finally to a marketing led
organisation). Furthermore, these ‘Marketing Led’ companies seemed to have
more employees and had significantly greater turnover than other companies 1n
other categories, which lays support for the hypothesised positive relationship
between marketing and financial performance in SMEs. The model was
deemed “fairly robust” by the authors but was criticised on the grounds that it
doesn’t take the entrepreneurial elements and networking activities into

account.

2.6 Integrated Marketing Communications (IMC)

Associated with RM and CRM is the concept of IMC, which is a relatively new
concept, concerned with the realignment and integration of the various

marketing communication tools with the aim of conveying a consistent and
unified message to target audiences. It is a strategic tool, focussing on seeing
the whole communicative strategy as one unified voice as opposed to seeing

parts of the strategy such as advertising, public relations, personal selling,

which are sometimes inconsistent and can often send varying, even confusing

messages from the same organisation.
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The application of IMC as a theoretical underpinning in this research i1s deemed
suitable as it supports RM and CRM in any company. A relationship cannot
develop without some form of communication, and the dialogue involves both
the customer and supplier. IMC can thus aid the development of long-term
relationships (De Pelsemacker et al., 2007; Hutton, 1996). Moreover, it can be
developed more easily within SMEs as they tend to use fewer communication
tools to contact their prospective customers. Therefore SMEs can be more
customer-focussed, thus the opportunity for direct communication and direct

marketing are more pronounced.

IMC has grown in recognition during the last twenty years because of the

similar trends which have prompted the growth of RM and CRM. Trends
include the allocation of budgets away from mass media advertising, increased
media fragmentation, a narrower segmentation of consumer tastes and
preferences and mass customisation (De Pelsemacker er al.,, 2007; Kitchen,
2005). Broader factors for the emergence of IMC include the deregulation of

markets, the globalisation of the economy, the growth of IT, the increased

sophistication and customer empowerment and the general move towards

customer orientation (Holm, 2006).

During the last twenty years, much has been written on IMC, which suggests
that the concept 1s gaining wide acceptance, but criticism over its lack of
theoretical foundation, lack of empirical research and the difficulty of

measurement features strongly in the literature. In contrast, advocates of IMC
contend that although it was an emerging concept in its early stages, IMC
proposes a revolutionary way of organising marketing communications and
building brand equity (Duncan, 2002 cited in McGrath, 2005; Schultz et al.,
1994). Both sides of the argument tend to agree on two things: that there is no

established definition of IMC and further empirical research needs to be

conducted, to either validate or invalidate the concept (Kliatchko, 2005).

A comprehensive definition was proposed by Schultz and Schultz (1998, p.18),
who define IMC as a business process which incorporates the notion of internal

marketing as well as external marketing:
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“ IMC is a strategic business process used to plan, develop, execute and
evaluate coordinated measurable, persuasive brand communication
programs over time with consumers, prospects, and other targeted,
relevant external and internal audiences”. (cited in Kliatchko, 2005).

2.6.1 IMC: The Benefits

The benefits of IMC are highlighted in the literature by supporting academics
and practitioners. Researcher advocates argue that the implementation of IMC
can potentially create competitive advantage, increase efficiency and thereby
increase revenue and profits. At its most basic level, a unified, consistent and

clear message has more impact than a disjointed array of messages, especially
when considering the huge amount of commercial messages which customers
are bombarded with everyday. Furthermore, IMC can boost sales by stretching

messages across several communication tools to create more opportunities for

customers to become aware of the product, service or brand, to encourage the
beginning of a dialogue and ultimately, to develop a long term relationship
with the customer (Kitchen, 2005; McGrath, 2005). The consistency in
messages creates credibility in the minds of consumers and thereby reduces
their perceived risk associated with the purchase. It shortens the search process
and helps to distinguish varying brands in their minds (Smith and Taylor,
2004). It 1s also claimed that IMC saves money as it avoids duplication in areas
such as brand design; logos and brand images can be shared and used in more
than one communication tool (Smith and Taylor, 2004). There is consensus in
the literature that IMC can help customers move through the various stages of
their buying process, which is a process presented by models such as AIDA
(awareness, 1nterest, desire and action), developed back in 1898 (Strong, 1925
cited in Smith and Taylor, 2004), or by the New Product Adoption Model
(awareness, Interest, evaluation, trial and adoption) (Rogers, 1961 cited in
Smith and Taylor, 2004). Both these models were investigated by Garber and
Dotson (2002) in the context of IMC, and the new product adoption model was
found to be an appropriate template for the formulation of a marketing
communications mix in the B2B sector. Despite the planning involved, it is
also argued that one of IMC’s strengths is its flexibility and versatility.

Depending on the product and target audience, a unique combination of
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promotional elements can be specifically selected to communicate a consistent
message (Pitta et al., 2006). The literature does not list a set of promotional

tools which must be used and integrated as it is likely to be unique to each

product and service.

2.6.2 History of IMC

An early writer in this area was Schultz (1993 p.73) who claimed that IMC had
become “one of the hottest topics in the whole marketing arena” (cited in
Kitchen, 2005). Another early researcher in the field was Kitchen, who quickly
partnered with Schultz to undertake a series of exploratory studies to

investigate IMCs theoretical foundations. This was followed by a multi-

national, cross-cultural study in 1999 (Kitchen, 2005). A seminal study was
also conducted by Duncan and Everett (1993) when they surveyed attitudes

towards IMC by marketing communication client organisations. A number of

similar studies have been conducted investigating the practice of IMC by

advertising agencies (Eagle et al., 2007; Kitchen and Li, 2005; Kitchen ef al.,
2004).

2.6.3 Criticism of IMC

Since the IMC concept has appeared in the literature, there has been a heated
debate over its merits and validity. Whilst some academics consider IMC to be
essential in executing their marketing communications strategy for the
aforementioned benefits, others have dismissed the concept as simply a
“management fashion” or a popular management theory which is lacking a
solid theoretical foundation (Cornelissen and Lock, 2000, p.7). Others contend
that it merely reinvents existing marketing theory (Spotts et al., 1998).
Proponents of IMC challenged this view by arguing that IMC itself was an
evolutionary field, still undergoing a process of definition and redefinition
(Gould, 2000; Kitchen and Schultz, 2000). Another criticism presented to IMC
1s 1ts lack of measurement of the effectiveness of IMC, however it is argued

that measurability is not only the problem of IMC, but a concern of all

marketing communications as a whole (Kitchen, 2005).
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2.6.4 Theoretical propositions

A recent study by McGrath suggests that the IMC concept is based upon three
theoretical underpinnings centred around the ongoing dialogue between
consumers and marketers, message consistency and the inclusion of all aspects

of brand communications (McGrath, 2005), however an important element

which 1s missed here is its strategic, organisational-wide aspect.

One theoretical model which is widely cited in the literature 1s the four stages
of IMC development (see figure 2.5). This model encapsulates the tactical as
well as the strategic elements of IMC. Stage one is termed ‘inside-out
marketing’ which 1s simply the bundling of promotional and communication
tools, and requires little or no focus on customers. Stage two represents

‘outside-in marketing’ which 1s a major step towards IMC being driven by

consumers and their needs. Stages three and four move beyond promotional
mixes and market research to building segmented databases and strategically
monitoring IMC from a ROI perspective. It is proposed that true integration is
achieved at stage four. Due to the lack of widespread diffusion of IMC, the
majority of firms studied are placed in either stage one or stage two scenarios,

with some moving into stage three but only a handful at stage four (Kitchen et
al., 2004).
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Figure 2.5 Four stages of IMC.

Firms constantly monitor marcoms
perspective from a ROI perspective.
Information, knowledge linked to an
ongoing evaluation of each served

Financial and segment on a global basis
4th Strategic
Integration
Maintain accessible data sources and build to
globally segmented databases. Effectively
Application of incorporate data in communication planning
Information and implementation to turn customer data
3rd Technology into customer knowledge
Organisations gather extensive
information about their customers
Redefining the Scope of and apply to deploying marcoms, and
Marketing Communications evaluating feedback. Also need to
2nd align with external agencies.
Require high degree of
I interpersonal and cross-functional
Tactical Coordination of Marketing communication within and
Communications without the business. Led by the
Ist business, not external agencies.

Source: Schultz and Kitchen (2000) cited in Kitchen et al., (2004, p.22)

Fill (2001) proposes a similar framework, which specifically recognises that
IMC has a variety of forms and configurations, and evolves at different speeds.
The establishment of IMC should be undertaken in four incremental steps

including a co-ordinated promotional mix, functional co-ordination, cultural

shift and full IMC. This framework encompasses the importance of integration
throughout the organisation and the sharing of information among the various
functions. The cultural shift signifies a move toward customer orientation, and
when full IMC is achieved, it is argued that an organisation should display a
high propensity to maintain a dialogue with its customers and share

information with all of its audiences for mutual benefit (Fill, 2001).

McGrath (2005) has recently proposed a relatively simple conceptual
framework based on two aspects of IMC’s foundations, namely integration of
multiple communication vehicles, and consistency of message. The IMC

condition is achieved when both vehicle integration and message consistency is
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high. This model can be used by practitioners to assess their level of IMC,

however the model does not address the consumer-supplier dialogue.

To further support RM, advances in IT systems have created further
opportunities for customers and organisations to interact for mutual benefit and

the use of databases can be used to practice “Interactive IMC” as proposed by
Peltier et al., (2003) which is based on a CRM foundation. They contend that

Interactive IMC differs from traditional IMC as it prioritises segments in terms
of IMC efforts and investment levels, using database marketing to establish

segment-specific communication objectives, messages and incentives (see table
2.4).
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Table 2.4 Interactive IMC and Customer Response

Change Components Interactive IMC Customer Response
Role of Databases

1. Importance of Databases 1. High - Permission-based
2. Data collection 2. Traditional plus interactive Marketing

methods (email, web) - Customer feedback and

3. Type of Data 3. Demographic, opportunity for dialogue

psychographical, behavioural - Customised
4. Use of Data 4. Traditional plus detailed communication
understanding of individual

customers and relationships

Communication Issues

5. Media/placement 5. Based where customers -Convenience for

already are customers

6. Scope of communications | 6. Targeted/personalised - Targeted offering for

7. Communication flow 7. Dialogue and ongoing customers

8. Nature of message 8. Overall best message,

consistency augmented by target-specific

and individual specific messages

Relationship dynamics

9. Specification of 9. Customer and Marketer - Mutual Relationships

identified value/form with which the customer is

relationship

comfortable

10. Degree of interaction

10. Two-way relationships, - Interactive Exchange of

mutual information exchange Information

11. Return on investment 11. Value and returns - Sales

12. Acquisition vs retention | 12. Customer retention - Long-term relationships

- Commitment from the

13. Contact measures

13. Effectiveness measures customer

(lifetime value)

Adapted from Peltier et al., (2003, p.100)
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2.6.5 IMC in Practice

Studies on the practice of IMC have been carried out across the globe including
New Zealand and China (Eagle and Kitchen, 2000; Fam, 2001; Kitchen and
Eagle, 2002; Kitchen and Li, 2005). All studies concur that a strong
commitment to IMC is evident as it is perceived to be valuable in the face of
media fragmentation and the changing communications environment, but
further barriers described include lack of planning, lack of sophisticated
marketing thinking and short-term focuses (Eagle and Kitchen, 2000). A recent
study by Eagle et al., (2007) found that advertising agencies in the UK and
New Zealand support IMC as a concept, and that New Zealand is catching up
with the UK 1n terms of IMC uptake. Commitment to IMC is stronger, and

although perceptions of IMC are beyond the mere coordinating of promotional

tools, a move towards the application of information technology is slow. The

findings show an increase in application of IMC, but that it remains “situation-

specific”.

A number of studies have been conducted in order to test the consistency
concept and whether a consistent message can actually result in better recall of
brand or product by the consumer. The results of an experiment conducted by
McGrath (2005) showed that visually consistent messages executed across
various media tools may prompt a stronger attitude towards the brand. Another
set of recent experiments concluded that the use of relevant spoke characters in
IMC campaigns can result in more favourable brand attitudes as well as
improving memory of the brand. (Garretson and Burton, 2005). These studies
suggest that the 1mage of the company can be used to support Relationship
Marketing as it is a communication in itself, and can potentially increase trust

in the brand when clear and consistent.
2.6.6 IMC in SMEs

The majority of SMEs lack the resources to deploy a large number of
promotional tools to market their products and services. The combination of

clements in SMEs 1s thus smaller, and arguably easier to integrate. It is

Chapter 2 53



contended that for most SMEs, personal selling is their biggest promotional

tool due to their closeness to customers and the increased face to face contact

with customers and other stakeholders (Hill, 2001).

There is minimal research on the application of IMC in SMEs, and to the best

of the researcher’s knowledge, no research has been conducted on IMC in high

tech or software SMEs.

A study by Fam (2001) examined how New Zealand small businesses view

IMC as well as their perceptions of barriers to adopting the concept. It was
found that small businesses are equally aware of IMC and its associated
advantages, but the key barriers cited include lack of resources or promotional
ineffectiveness. IMC is thus not carried out strategically or tactically. This

study investigated small clothing and shoe retailers and found that the three

most important promotional tools are the sales force, in-store promotion and
print media (Fam, 2001). However, a study into IMC 1n the business-to-
business context showed that small businesses faced with global pressures tend
to employ a consistent communications approach, but in order for it to be
successful, ‘IMC Champions’ must exist in the industry in order to facilitate
relationship development and communication (Wickham and Hall, 2006). Low
(2000) showed that firms whose marketing communications tend to be

integrated are likely to be small, service organisations which are customer-

focused.

A related study in brand building in software SMEs explored the
communication aspects of branding, and found that the content of the
communication includes product-feature focussed communication and benefit-
based communication (Ojasalo et al.,, 2008). This type of communication
should be as a result of a relationship and a customer-supplier dialogue in order
to establish what constitutes the benefits for the customer. There is a call for
organisations employing IMC to be less centralised and to reduce the tight
control over communication vehicles, thus a flexible integration approach with

a continual customer orientation would result in efficient organisation

responsiveness (Christensen et al., 2008). This type of integration may be
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easier for SMEs to achieve due to their flexible and customer-focused

management practices.
2.7 Marketing of High Tech Products

There is an apparent gap in research conducted on the marketing of software
products and services, but much has been written on the marketing of high
tech, innovative products. It was therefore deemed necessary to review the
aforementioned literature as software can be categorised under the term ‘high

tech’.
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