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ABSTRACT

It has even been argued that CRM is one of the most important strategies that any
organisation intending to stay in business must develop. Based on the fact that hotel
companies have in evidence already started to embrace CRM, the aim of this thesis is
to explore the state of CRM in the hotel industry in contemporary terms.

As this thesis intends to be an example of basic research as well as applied research, the
topic of CRM has been examined on both the conceptual level and at the practical level.
While the secondary research gives a solid theoretical grounding, the primary research
explores the reality of CRM in the hotel industry and ultimately proposes a list of CRM
dimensions specifically aligned to this industry. This refined list of dimensions enables
the thesis to contribute to the advancement of knowledge on the conceptual level.

In an attempt to gather an objective overview as well as an implicit insight into what
the general population think about CRM, a combination of research approaches and
methods have been used during the primary research. While the first phase of the
fieldwork consists of a self-administered standardised questionnaire, the second phase
revolves around repertory interviews. As the latter has arguably not yet been used
within the hotel industry in the format used in this research study, its application
enables this thesis to contribute to the advancement of knowledge on a
methodological level too. The quantitative research instrument helped gauge which of
the elements that academics have professed to be part of the CRM concept actually
resonate with the guests and employees, and uncover how prevailing dimensions of
CRM influence segments of respondents. The principally qualitative research
instrument, the repertory interviews, helped examine the micro-reality of the
respondents.

By considering the arguments of academia, the perceptual differences of employees
(those who enable the delivery of CRM within the hotel industry) and guests (those to
whom CRM is primordially targeted), this thesis not only ascertains that CRM is an
applicable and valid strategy within the hotel industry in contemporary terms, but it
also illustrates the triadic grounding of CRM as a still emerging concept, which
pivots upon the three dimensions of technology, people and processes.

Although this thesis proposes a refined list of CRM dimensions, it is nonetheless
argued that this list can only be temporal as not only will the concept of CRM
continue to evolve but so too will the hotel industry, customers and most certainly the
marketing environment. Notwithstanding, the deepest essence of this investigation 1s
that people are driven by similar dimensions and that each dimension serves a

purpose.



THE RESEARCH AIM AND RELATED RESEARCH OBJECTIVES

The aim of this thesis is:

To define and explore the concept of CRM 1n the hotel industry

Five specific research objectives have been deemed pertinent to enable the achievement

of the aim of this thesis. They are:

Research objective 1:

To offer an insight into the evolution of Relationship Marketing as a concept

Research objective 2:

To illustrate the triadic grounding of CRM as a still emerging concept

Research objective 3:
To show that CRM is an applicable and valid strategy within the hotel industry in

contemporary terms

Research objective 4:
To compare and evaluate the perceptual differences of guests and employees about

CRM within the hotel industry

Research objective 5:
To contribute to knowledge by proposing a refined list of dimensions of CRM,
which are specifically relevant and tailored to the inherent dynamics and

operations of the hotel industry



TABLE OF CONTENTS

INTRODUCTION

BACKGROUND

PURPOSE OF THE RESEARCH STUDY

RESEARCH AIM AND RELATED RESEARCH OBJECTIVES
STRUCTURE OF THE RESEARCH STUDY

SYNOPTIC OVERVIEW

CHAPTER ONE
INTRODUCTION
AN OVERVIEW OF THE HOTEL INDUSTRY
- The London Hotel Sector
- Marketing within the Hotel Industry
- The Applicability of CRM to the Hotel Industry
CRM AND THE HOTEL INDUSTRY
- The Link between Strategy and CRM
- The embracing of CRM within the Hotel Industry
- The evolution of the concept of CRM
SYNOPTIC OVERVIEW

CHAPTER TWO
INTRODUCTION
THE EMERGENCE OF RELATIONSHIP MARKETING

- From Marketing Mix to Relationship Marketing

- A well-founded academic creation

- Relationship Marketing: The Operational Emanation

- From Transaction Marketing to Relationship Marketing
THE PREVAILING SIGNIFICANCE OF RELATIONSHIP
MARKETING: PARADIGM SHIFT OR SIMPLY TIMELY
ALTERATION

- Little more than a popularised buzzword

- A paradigm shift

- Relationship Marketing as a new-old concept
RELATIONSHIP MARKETING DEFINED

- The General Outlook

- The customer is king but ... a passive agent

- The customer: The participant

- The holistic all-inclusive approach
SYNOPTIC OVERVIEW

CHAPTER THREE
INTRODUCTION
TECHNOLOGY
- The Internet
- The database: The pivotal tool of CRM
- Integrating workflow technologies for CRM

page

AN

14
14
16
18
20
20
25
27
28

30
31
31
35
43

46

47
49
50
54
54
56
57
60
61

64
66
66
74
76



PEOPLE

- The internal customer as the true enabler of CRM

- Linking internal customers and external customers

- From top to bottom: the genuine holistic embracement of CRM
PROCESS

- Processes: The key to unlocking the benefits of CRM

- Converting data into competitive edge

- Retaining old customers and reaching new ones
SYNOPTIC OVERVIEW

CHAPTER FOUR
INTRODUCTION
THE ONTOLOGICAL, EPISTEMOLOGICAL AND

METHODOLOGICAL ASSUMPTIONS OF THIS RESEARCH STUDY

THE RESEARCH DESIGN ADOPTED FOR THIS THESIS
THE RESEARCH PROCESS
- The Secondary Research
- Sampling procedures for the Primary Research
- Phase One of the Primary Research
o The applicability and conduction of the survey
o The design of the questionnaire
o The Pilot Study of the Standardised Questionnaire
- Phase Two of Primary Research

80
80
84
89
91
91
95
101
105

107
108

116
120
120

122
126
126
127
132
133

o The fundamental dimensions of the repertory grid method 133

o The relevance and applicability of the repertory grid
method to research studies in marketing
o The rationale for selecting the repertory grid method
o The conduction of the Repertory Test
RELIABILITY, VALIDITY AND ETHICAL CONSIDERATIONS
- Reliability and Validity Issues Associated with the Secondary
Research
- Reliability and Validity Issues Associated with the Primary
Research

137

138
142
144
144

145

o Reliability and Validity Issues Associated with Phase One 145

of the Primary Research

o Reliability and Validity Issues Associated with Phase Two 147

of the Primary Research
- Ethical Considerations
SYNOPTIC OVERVIEW

CHAPTER FIVE

INTRODUCTION

THE EFFECT OF LEVELS OF MEASUREMENT ON ANALYSES
DESCRIPTIVE ANALYSIS: THE USE OF FREQUENCIES AND
CROSSTABULATIONS

TESTING OF HYPOTHESES OF ASSOCIATION
HIERACHICAL LOGLINEAR ANALYSIS

149
150

153
154
157

158
160



SYNOPTIC OVERVIEW

CHAPTER SIX
INTRODUCTION

161

164

THE REAL OBJECTIVES OF CRM WITHIN THE HOTEL INDUSTRY 166

- CRM as a strategy to increase profit
o Contact guests to try to sell them something
o Short-term promotions
o Special offers
- CRM as a strategy to retain customers
o Attempts to increase customer loyalty
o Customer loyalty and recognition schemes
o Customers understanding the benefits
o Seek new customers
- CRM as a strategy to differentiate a hotel company
o Make the hotel different in terms of service and facilities
CRM AS AN ENHANCER OF THE BASIC OFFERINGS OF HOTEL
CHAINS
- Customer Service is the pinnacle of hotel operations
o Service offered by the employees
o Provide value in terms of service
o Increase personalisation of service
- Back to Basics: The Product Element of Hotel Offerings
o Quality of the hotel facilities
o Provide value in terms of the quality of hotel facilities
o Convenient hotel locations
o Consistent accommodation standards
o Reputation and name of the company or specific hotel
- Customer Satisfaction: The Pinnacle of CRM
o Customer satisfaction
o Prior usage and satisfaction
o Use various hotel departments to increase customer
satisfaction

o Focus on meeting the needs of the main type of customers

THE INTERNAL AND EXTERNAL BUILDING BLOCKS OF CRM
WITHIN THE HOTEL INDUSTRY
- The development of relationships
o Building relationships inside the hotel organisation
o Build relationships with businesses the hotel works with
o Increase co-operation with other businesses
- Commitment of senior management
o Long-term outlook
- The role of employees as the real building blocks of CRM
o Employees play a part in CRM
o Friendliness of hotel employees
o Look after hotel employees
o Employee satisfaction

166
170
173
174
177
177
179
182
183
184
185
187

187
187
191
193
194
194
195
197
198
199
201
201
203
203

205
206

206
206
208
211
=15
216
218
218
220
222
225



o Employee retention 226

o Focused staff training 227
PROCESSES AND MECHANISMS 230
- Monitoring and refining of processes 230
- The role of technology within contemporary CRM 231
o Technology 231
o Keep up to date with technology to improve processes and 232

operations
o Central reservations and online booking systems 233
- The Integration of Information Management Systems 235
o Collection of feedback from guests about their experiences 235
o Respond to feedback from guests 236
o Use information collected on guests for specific purposes 237
- The Age of Communication and Interaction 238
o Encourage dialogue between guests and the hotel company 238

or hotel

o Improve the website to help encourage interactivity 239

PREVAILING PERCEPTIONS ABOUT THE STATE OF CRM IN THE 240
HOTEL INDUSTRY

- The State of CRM in the hotel industry 240
- Party who has the most influence on CRM 245
- Party who benefits the most from CRM 248
SUNDRY FACTORS OF CRM OPERATIONS AND STRATEGY 251
" SYNOPTIC OVERVIEW 252
CHAPTER SEVEN
INTRODUCTION 254
THE DECIPHERING OF DATA COLLATED IN THE REPERTORY 255
GRIDS
THE FUNDAMENTAL UNDERPINNINGS OF FACTOR ANALYSIS 256
THE PROCESS OF APPLYING SPSS FACTOR ANALYSIS 258
SYNOPTIC OVERVIEW 269
CHAPTER EIGHT
INTRODUCTION 271

STAGE ONE OF THE ANALYSES OF THE REPERTORY GRIDS 272
STAGE TWO OF THE ANALYSIS OF THE REPERTORY GRIDS 272

- Customer Satisfaction 275
- Customer Focus 279
- Feedback Process 282
- Marketing 285
- Customer retention 288
- Relationships 291
- Customer Service 294
- Management 297
- Customer expectations 300

- Segmentation 304



- Offerings 306

SYNOPTIC OVERVIEW 309
CONCLUSION
INTRODUCTION 311

THE MEETING OF THE RESEARCH OBJECTIVES OF THIS THESIS 312

- Research Objective 1: To offer an insight into the evolution of 312
Relationship Marketing as a concept

- Research objective 2: To 1llustrate the triadic grounding of CRM 314
as a still emerging concept

- Research objective 3: To show that CRM is an applicable and 316
valid strategy within the hotel industry in contemporary terms

- Research objective 4: To uncover the perceptual differences 317
about CRM within the hotel industry

- Research objective 5: To contribute to knowledge in the field of 319

marketing and to the hotel industry
THE RE-EVALUATION OF THE METHODOLOGY USED WITHIN 323

THIS THESIS

AREAS FOR FURTHER RESEARCH 329

BIBLIOGRAPHY 331

APPENDICES

Appendix A: Porter’s Generic Strategies i

Appendix B: Johnson and Scholes’ 5 Competitive Strategic Routes i

Appendix C: Brotherton’s 36 Critical Success Factors i1

Appendix D: The Marketing Mix and Proposed Extensions of 4Ps il

Appendix E:  Gummesson 30Rs 11l

Appendix F:  Porter’s Value Chain Analysis v

Appendix G: The Traditional/ Classic Communications Model vi

Appendix H: Gronroos’s Marketing Strategy Continuum Vil

Appendix I:  Egan’s Transactional-Relational Continuum vii

Appendix J:  The structural model tested by Rogers et al. to assess the  viii
dimensions for employee satisfaction

Appendix K: The Virtuous Circle of Reichheld et al. viii

Appendix L: Christopher et al.’s contrast of Transaction Marketing and ix
Relationship Marketing

Appendix M: The 28 definitions of Relationship Marketing as uncovered x
by Harker

Appendix N: The categorisation of the 28 definitions of Relationship Xiii
Marketing

Appendix O: The Direct Marketing Mix xvi

Appendix P:  The Bull’s Eye Model xvi

Appendix Q: Zahra et al.’s proposal of the perspectives, which have XVii

dominated thinking about the connection between
competitive and technological strategies



Appendix R: The standardized questionnaire used for Phase One of the xviii

Primary Research

Appendix S:  The repertory grid used for the interviews during Phase

Two of Primary Research
Appendix T: List of hotel chains with hotels in London
(Stage 1 of Sampling Procedure for the fieldwork)

Appendix U: Stage 2 and 3 of Sampling Procedure for the fieldwork

xxi

XXI11

XXy

Appendix V: Questionnaire used for the pilot study of Phase One of the xxv

fieldwork

Appendix W: Repertory Grid used for the pilot study of Phase Two of the xxx

fieldwork

Appendix X: Summary of results of testing of hypotheses of associations xxxi

for questionnaires
Appendix Y: Consolidated lists of factors from repertory grids
Appendix Z: List of Common Factors and Idiosyncratic Factors
identified by Factor Analysis of the Repertory Grids
Appendix AA: Frequencies of Factor 1
Appendix AB: Summary of the influence of demographic and usage

variables on the consideration of customer satisfaction as

the most important factor

Appendix AC: Summary of the influence of demographic and usage
variables on the consideration of customer focus as
the most important factor

Appendix AD: Summary of the influence of demographic and usage
variables on the consideration of feedback process as
the most important factor

Appendix AE: Summary of the influence of demographic and usage
variables on the consideration of marketing as
the most important factor

Appendix AF: Summary of the influence of demographic and usage

variables on the consideration of customer retention as

the most important factor

Appendix AG: Summary of the influence of demographic and usage
variables on the consideration of relationships as
the most important factor

Appendix AH: Summary of the influence of demographic and usage
variables on the consideration of customer service as
the most important factor

Appendix Al: Summary of the influence of demographic and usage
variables on the consideration of management as
the most important factor

Appendix AJ: Summary of the influence of demographic and usage
variables on the consideration of offerings
as the most important factor

Appendix AK: Summary of the influence of demographic and usage
variables on the consideration of segmentation as
the most important factor

XXXI1
XXXIV

xxxy

XxXxvi

XxXxvi

XXXVII

XXXVII

XXXVIII

XXXVIII

XXXIX

XXXIX

x/

x/



Appendix AL: Summary of the influence of demographic and usage xli
variables on the consideration of customer expectations as
the most important factor

Appendix AM: Summary of Pearson Chi Square Tests, for which xlii
associations between the variables being examined has
been established for the analysis of the questionnaires



INTRODUCTION



BACKGROUND

The general consensus is that Traditional Marketing tends to be essentially associated
with the development, sale and delivery of products and services by means of short-term
transactions (Ballantyne, 1996; Healy et al., 2001). However, since the 1980s, academic
research has increasingly advocated for longer term exchanges. Relationship Marketing
has emerged as an alternative to Traditional Marketing (Hakansson, 1982; Berry, 1983,
and Ford, 1997).The reasons given for this shift of marketing thought from an emphasis
on single transactions and customer acquisition to relationships and customer retention
have been varied. While such academics as Brodie et al. (1997) argue that Relationship
Marketing has emerged from six distinct streams of research within the theoretical
domain, other such as Zineldin (2000) attributes this shift to the intensification of
competition and uncertainty in the marketplace. Still others regard the transition as the
forthright effect of the attempt of companies to achieve optimum growth. In fact,
academics such as Berry (1983), Gronroos (1994) and Gummesson (1995) go as far as to
argue that organizations should restructure their efforts in line with the new paradigm
that Relationship Marketing represents if they are to be able to survive and even grow

within the increasingly competitive market environment.

In spite of much interest and effort, Relationship Marketing persistently remains
ambiguous as a concept. In varied attempts to unravel its conceptual and fundamental
underpinnings, several academics have defined Relationship Marketing (Harker, 1999).
However, rather than clarify what the concept truly encompasses in reality, many of
these definitions have instead arguably limited the scope of the concept. While some
academics profess that Relationship Marketing revolves around extemal customers,
others suggest that the concept is primarily controlled by the organisations. Still others
have tried to explain the concept in terms of processes and reflect on the wide range of
relational marketing activities, which various companies are performing. Consequently,
depending on which position is being favoured, Relationship Marketing has been
described as a specific type of marketing, such as database marketing or services

marketing, a series of actions or even as a single entity, which embraces almost every



other marketing discipline (Berry, 1983; Gummesson, 1988; Morgan and Hunt, 1994).
Indeed, the precise meaning of Relationship Marketing is not always clear in the

literature.

Considering the conflict of opinion, which appears to prevail with regard to the
dimensions of Relationship Marketing, it is not surprising that Customer Relationship
Marketing (CRM) has attracted just as many varied comparisons. Throughout the past
decade, CRM has become such a buzzword that in contemporary terms, the concept
has been used to reflect a number of differing perspectives. While it has at times been
referred to as being synonymous to a form of marketing such as database marketing
(Khalil and Harcar, 1999), services marketing (Gronroos, 1994c) and customer
partnering (Kamdampully and Duddy, 1999b), at other times, CRM is specified in
terms of more specialised marketing objectives such as customer retention (Walters
and Lancaster, 1999a), customer share (Rich, 2000) and customer loyalty (Reichheld
and Schefter, 2000). Furthermore, in addition to being defined as essentially relating
to sales, marketing and services automation, CRM is increasingly being aligned to
processes such as (Keynote, 2002a:1):

enterprise-resource planning applications in order to deliver cost savings and more
streamlined services within organisations
and the tracking of the relationships, which organisations have with their customers

and their suppliers. Indeed, as Lindgreen and Crawford (1999:231) succinctly
summarise, this area of Relationship Marketing seems often to be “described with
respect to its purposes as opposed to its instruments or defining characteristics”.
However, Joplin (2001:81) poignantly sheds light on the significance of CRM within
the current market environment when he emphasises that:

far from being a fad, it can be argued that CRM is the most important strategy that
any organisation intending to stay in business must develop.

PURPOSE OF THE RESEARCH STUDY

In contemporary terms, the term CRM is used to refer to both Customer Relationship
Marketing and Customer Relationship Management. Although Customer Relationship

Marketing and Customer Relationship Management may indeed be regarded as



specialised fields of study, they are in fact inter-related. Subsequently, within the
premise of this thesis, the scope of CRM spans from the development and marketing of
relationships between organisations and their customers to the day-to-day management

of these relationships.

In spite of extensive coverage, the real definition of CRM remains somehow evasive. In
actual fact, even though much research has been directed into the benefits of engaging in
the concept, the concept persists in being difficult to characterize. This is arguably due
to the fact that companies are performing so many different activities that could be
described as CRM. Indeed not only do Customer Relationship Marketing and Customer
Relationship Management appear to be intertwined to represent CRM at times, at other
times they are considered to be specialised fields in their own right. Furthermore, the
customer part of CRM seems to be just as ill-defined. Does the C part of CRM refer to
external customers as well as an internal customers, that is guests and employees, or

does it in fact only refer to external customers?

It is unquestionable that guests as well as employees are at the forefront of operations
within not only the business environment but also within the hotel industry (Zineldin,
1999; Reyes Pacios Lozano, 2000). However, creating an environment that successfully
nurtures and maintains relationships with these sets of customers steadfastly appears to
remain one of the greatest challenges faced by every organisation. Nevertheless, as
pointed out by Kamdampully and Duddy (1999b), even though this may seem
commonsensical, not only do companies all too often seem to lose sight of this primary
goal (Kenny and Marshall, 2000; Matthews, 2000), but many companies additionally
seem to be unable to reap the benefits and opportunities, which customer relationships

can enable.

Notwithstanding, huge investments are increasingly being directed into the enhancement
of CRM. While $13.36bn was forecasted to be invested in CRM applications worldwide
in 2002, it is anticipated that $21.78bn would have been invested by the end of 2006.
This figure is set to rise to an expected $24.39bn by the end of 2007 (Keynote, 2003b).



However, in spite of growing investments aimed at inspiring customers, many CRM
programmes appear to continue to be knocked down into irrelevance. Could this be due
to unrealistic expectations of the potential of CRM, or the misunderstanding of the true
meaning of CRM, or even a testimony to the fact that CRM is not being used adequately

as a strategic tool?

The purpose of this thesis can be divided into two distinct sections. On the theoretical
level and as an example of basic research, this thesis proposes to deconstruct the
conceptual underpinnings of Relationship Marketing as discussed by academics and
reconstruct the concept as it stands in contemporary terms. On an applied level, this
thesis intends to gauge what dimensions of CRM actually resonate with guests and
employees within the hotel industry in order to refine the engagement of CRM within
the hotel industry. Accordingly, not only is the uncovering of perceptual differences of
guests and employees sought, but so too is the assessment of the applications of the

various components of the concept within the hotel industry.

RESEARCH AIM AND RELATED RESEARCH OBJECTIVES

The aim of this thesis is:

To define and explore the concept of CRM in the hotel industry.

Five specific research objectives have been deemed pertinent to enable the achievement

of the aim of this thesis. They are:

Research objective 1:

To offer an insight into the evolution of Relationship Marketing as a concept
This objective is intended to show how Relationship Marketing has sprung from the
shortcomings and limitations of Traditional Marketing and from the needs of companies,

customers and the marketing environment.



Research objective 2:

To illustrate the triadic grounding of CRM as a still emerging concept
This objective is expected to clarify how even though the concept is still evolving, just
as marketing is, in contemporary terms CRM currently pivots on three main dimensions,
namely: technology, people and processes. The ways in which CRM is changing in line
with the needs of customers and employees, advances in technology and the challenges

faced by companies, are intended to be reviewed in depth.

Research objective 3:
To show that CRM is an applicable and valid strategy within the hotel industry in
contemporary terms
This objective is intended to show how even though the hotel industry is traditionally
contact-oriented and service-oriented, CRM is not only applicable to the industry but the
concept has also already been embraced, albeit with varied success, within the

operations and strategies of hotel chains.

Research objective 4:
To compare and evaluate the perceptual differences of guests and employees about
CRM within the hotel industry
This objective attempts to gauge whether customers, those to whom CRM is targeted,
and employees, those who are intended to deliver CRM within operations, have different
perceptions about the dimensions and state of CRM within the hotel industry. Even
though this thesis by no means intends to discuss or even unravel causality, the analyses
however intend to uncover associations or non independency between the variables.
Indeed, the importance allocated to the various components and activities of CRM by

the various segments of the respondents are intended to be explored.

Research objective 5:
To contribute to knowledge by proposing a refined list of dimensions of CRM,
which are specifically relevant and tailored to the inherent dynamics and

operations of the hotel industry



This objective can be divided into two distinct components. On one level, the refining
of the theoretical components of the concept of CRM can be considered to strengthen
the status of this research study as an example of basic research. Accordingly, this
thesis is intended to contribute to knowledge in the field of marketing and the hotel
industry. On another level, as far as the topic of CRM is specifically concerned, the
generation of a summary of the dimensions of the concept, which are aligned with the
prevailing dynamics and operations of the hotel industry is intended to be offered in
order to ground this research study as an example of applied research. Indeed, it is
intended that the contribution generated by this thesis would facilitate the
implementation and maintenance of CRM within hotel chains and in the hotel

industry in general.

The research objectives are intended to not only help organise the research study in
terms of the main themes whereupon the researcher should focus. Subsequently, they are
meant to give the research study direction as well as enhance the coherence of the
overall study. On another level, the research objectives are also intended to demarcate
the main topics of both the secondary research and the primary research. Consequently
they are expected to clearly identify the boundaries of the various themes to be explored.
In essence the research objectives are meant to ensure that the researcher remains
focused on the actual aim of the thesis. Furthermore, in their own right the above five
objectives are intended to provide a conceptual and structural framework around which
this thesis 1s to be built. Indeed, they are ultimately expected to point to the data that
should be collected during the primary research. Accordingly, they by all means
anticipated to directly influence the empirical thinking and procedures adopted

throughout this thesis.

STRUCTURE OF THE RESEARCH STUDY

This thesis has been divided into 5 main sections: Introduction, Critique of the Literature
(Chapter 1, 2 and 3), Methodology (Chapter 4), Presentation and Analysis of Findings
(Chapter 5, 6, 7 and 8) and Conclusion.



The Introduction offers an overture to the area of investigation, background information
and offers a rationale for the research study. In this section of the research study, the
research aim and the research objectives are identified and discussed; so are the key
issues pertaining to CRM. A synopsis of the ontological thinking adopted for the

research is also offered throughout the various sections.

The critique of the literature which spans across Chapters One, Two and Three provides
an in-depth review of the literature relating to Relationship Marketing and CRM in both
the hotel industry and in the general business world. These chapters are intended to
describe the theoretical grounding of the concept of CRM as well as explore how the
concept is being implemented within the business environment in contemporary terms.
Accordingly, the critique of the literature is intended to investigate the theoretical as

well as the practical dimensions associated with CRM.

As the aim of this thesis is to define and explore the concept of CRM in the hotel
industry, Chapter One attempts to create a mise-en-scéne for the thesis. Accordingly,
an overview of the London hotel sector, the section of the industry within which the
primary research is conducted, is first offered. The applicability of CRM to the hotel
industry is thereafter assessed. In an attempt to evaluate how CRM has been
embraced by hotel companies so far, campaigns and current practices are identified

and discussed.

Throughout the past decades, the term strategy has often been linked to marketing
objectives and even tactics. One of the main objectives of this thesis is in fact to depict
how CRM is an applicable and valid strategy within the hotel industry in contemporary
terms. Consequently, the theoretical dimensions of strategy are discussed in order to
evaluate whether CRM is in fact a plausible strategy. Subsequently, even though light is
shed on how CRM often revolves around mere marketing tactics, the validity of CRM as

a strategic solution is established.

In terms of areas of competency, which this research project aims to develop, the



purpose of Chapter One is two-fold. While on the one hand, it attempts to offer a multi-
dimensional perspective of the relevance of the concept of CRM to the hotel industry, on
the other hand, it offers an insight into how hotel companies have already started to
embrace some dimensions of CRM. Suffice to say then, that in essence Chapter One
represents the first level of foundation for an understanding of the concept of CRM in

contemporary terms.

Chapter Two begins by discussing the emergence of Relationship Marketing as a
plausible alternative, which could have arisen or indeed been created due to the
inadequacy of the Marketing Mix management model in the general business
environment. The two general marketing perspectives, Relationship Marketing and
Transactional Marketing, are contrasted against the backdrop of the hotel sector in an
attempt to show the pertinence of the transition, which has occurred from Traditional

Marketing to Relationship Marketing.

Whether accepted as a paradigm shift, as little more than a fad or as a new-old concept,
Relationship Marketing appears to be perceived as a solid force within the business
environment by academics as well as practitioners. Chapter Two discusses the plausible
ways in which Relationship Marketing could have emerged. Accordingly the plausibility
of its development from the evolution of the market environment or from academic or

indeed from practice is explored.

In order to be able to offer a solid theoretical grounding to the research study, an
extensive review of the underlying characteristics as well as the pivotal axes around
which Relationship Marketing, the antecedent of CRM, has revolved over time has been
recommendable. Consequently, Chapter Two also reviews the prevalent definitions of
Relationship Marketing. The main characteristics are highlighted and discussed in an

attempt to unravel its conceptual underpinnings.

In an attempt to offer grounding to the concept of Relationship Marketing, the contents

of this chapter are largely founded on theories, concepts and models. Accordingly,



models such as The Virtuous Circle, Total Quality Management and the Ecological
Collaborative Value System are discussed. Although the focus of this thesis is intended
to remain on CRM, an overview of some of the other components of Relationship
Marketing has been included in order to offer a more wholesome portrayal of the
concept. Ultimately, Chapter Two endeavours to not only review the theoretical
grounding of Relationship Marketing and CRM, but just as importantly, it leads this
thesis onto the platform from which the implementation and practice of CRM is refined

in Chapter Three.

While the critique of the literature has been built with the primordial intention to
develop the theoretical grounding of CRM, it has also been deemed necessary to identify
activities, which can be presented as substantive evidence of the applicability and
practice of CRM within the hotel industry. Accordingly, Chapter Three emphatically
reviews the dynamics of CRM, as a concept in its own right and as it is being embraced
in contemporary terms within hotel chains. Furthermore, by basing itself on an extensive
yet broad literature analysis, Chapter Three not only identifies and reviews the prevalent

elements associated with CRM, but also attempts to shed light on its pivotal dimensions.

The aim of Chapter Three is two-fold. On one level, it intends to set a platform for the
primary research. Thus, empirical studies within the hotel industry are reviewed in an
attempt to align the empirical data collection methods used within this research study
with current practices. On another distinct level, this chapter aims to deconstruct the
concept of CRM in line with the triad perspective whereby CRM is regarded as a
combination of people, processes and technology that seeks to understand a company’s
customers. Accordingly, the theoretical and practical components of CRM are

deconstructed and reconstructed in terms of the three dimensions of technology, people

and processes.

Chapter Four outlines the processes conducted to implement the methodological
approach adopted for this research study. The research philosophies predominant in

marketing research have been evaluated in order to determine which research approach



is best suited to the aim and objectives of this thesis. Through a comparison of the main
paradigmatic orientations, the ontological and epistemological assumptions of the

positivist and the interpretivist approach are reviewed.

The research design has been reviewed in detail. Accordingly, the conduction as well as
the pilot testing of the first and second phases of the primary research have been
described. In order to offer a wholesome exploration of CRM within the hotel industry,
the primary research has been conducted in two distinct phases. While the first phase of
the fieldwork revolves around a purely quantitative research instrument, namely a
standardised questionnaire, the second phase revolves around a qualitative research
instrument, namely repertory interviews. The sampling procedures conducted for the
fieldwork have also been discussed. An overview of the main issues surrounding the
secondary research has also been provided. The validity and reliability of the means and
methods used throughout the study are evaluated. Ethical considerations and the element
of reflexivity, which the researcher needed to integrate during the entire research

process, are also reviewed.

Chapters Five and Six focus on the first phase of the fieldwork whereby a self-
administered standardised questionnaire has been used. 617 usable questionnaires were
completed by employees and guests. While Chapter Five discusses the techniques used
to analyse the data collected by the questionnaires, Chapter Six discusses the findings of
the testing of hypotheses of associations in line with the themes explored during the

critique of the literature.

In an attempt to uncover prevailing perceptions, responses have been assessed in line
with demographic features. A comparative approach has been followed in order to
represent the quantitative data collected by the questionnaires realistically as well as to
represent the inherent reality explored statistically. Frequency tables of single variables
have been quintessential in the refining of categories whereas crosstabulations have been
instrumental in assessing the associations being variables. The statistic test Pearson chi

square has been used to determine association between variables. Loglinear analysis has
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been used to examine higher order interactions and determine associations among more
than two specific variables. This chapter also attempts to find out if there is any
dimension which, albeit being hailed by academics as being part of CRM, is no longer

relevant to the current reality of CRM within the hotel industry.

Chapter Seven and Chapter Eight focus on the second phase of the fieldwork during
which one to one repertory interviews have been conducted with 100 employees and
guests. The aim of the second phase of the primary research is to identify which image
attributes or constructs guests and employees associate with CRM with minimum bias
and imposition from the researcher. It was intended that the data gathered during the
repertory interviews, albeit being acquired in a qualitative format, would be converted
into quantitative data for analysis. Chapter Seven explains the associated techniques of
factor analysis, which have been used to reduce the data and constructs collated during
the interviews in the repertory grids and identify the common and idiosyncratic factors,

which guests and employees associate with CRM within the hotel industry.

Chapter Eight discusses the findings of the second stage of the analysis of the data
collated in the repertory grids whereby the factors listed as Factor 1 are examined
against the demographic and usage features of the interviewees in an attempt to uncover
influences and differential proportions. Due to the limited number of interviews, the
provision of confidence intervals was also deemed necessary. Through hypothesis

testing differential perceptions and patterns are uncovered.

The final chapter, Conclusion, discusses how each of the five research objectives
identified earlier in the Introduction have been addressed by this thesis. Accordingly, a
list of CRM dimensions specifically aligned to the dynamics of the hotel industry 1s
offered. This chapter also evaluates the unique methodology used this thesis in
retrospect. Finally, this thesis concludes by suggesting directions for future research with
regards to conceptual frameworks and methodological approaches. Additional areas,
which due to the need for the maintenance of focus on the actual research topic could

only be discussed with relative superficiality or not considered, are also identified.
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SYNOPTIC OVERVIEW

This chapter starts by offering an overview of the main issues relating to Relationship
Marketing and CRM in order to illustrate how pertinent and timely an implicit
exploration of the concept of CRM is to contemporary marketing. The rationale for this
thesis is accordingly offered. The research aim is identified and the associated research
objectives briefly reviewed in order to provide an overview of the intentions of this

research study.

In an attempt to offer a synopsis of how this thesis intends to achieve its objectives, a
summary of the various chapters has also been offered. Accordingly, the flow as well as
the grounding of the thesis as a combination of basic research and applied research 1s
illustrated. Indeed, this thesis is not only intended to extend the theoretical
understanding of CRM, but it also aims to offer an operational model of CRM so that the
concept may be embraced within the hotel industry alongside hotel operations and

strategies.
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CHAPTER
ONE



INTRODUCTION

The field of marketing has evolved over the years to become perhaps the only business
function, which is directly involved with customers as both the source of operations and
the end users of the resulting products or services of these operations. However, it is only
when the dimensions of marketing are truly understood and managed adequately that
companies, including hotel companies, have the potential to efficiently and effectively
benefit from the relationships that can exist between their customers and themselves.

CRM is increasingly being hailed as the platform from which this can be achieved.

The aim of this thesis is to define and explore the concept of CRM within the hotel
industry. This chapter intends to illustrate how CRM is pertinent to the hotel industry.
After an overview of the London hotel sector and of the hotel industry in UK 1s provided,
the applicability of CRM to the hotel industry is assessed. In an attempt to evaluate at
which levels CRM has been embraced by hotel companies so far, current practices are

identified and discussed.

Throughout the past decades, the term strategy has often been linked to marketing
objectives and even tactics. As discussed during the Introduction, one of the main
objectives of this thesis is in fact to depict how CRM is an applicable and valid strategy
within the hotel industry in contemporary terms. Consequently, the theoretical
dimensions of strategy are discussed in order to evaluate whether CRM is in fact a
plausible strategy. Subsequently, even though light is shed on how in practice CRM often
revolves around mere marketing tactics, the validity of CRM as a strategic solution is

established.

In terms of areas of competency, which this research project aims to develop, the purpose
of this chapter is two-fold. While on the one hand, this chapter attempts to offer a multi-
dimensional perspective of the relevance of the concept of CRM to the hotel industry, on
the other hand, it offers an insight into how hotel companies have already started to

embrace some dimensions of CRM. Suffice to say then, that in essence this chapter
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represents the first level of foundation for an understanding of the concept of CRM in

contemporary terms.

AN OVERVIEW OF THE HOTEL INDUSTRY

The London Hotel Sector

A diverse group of hotel companies including a range of global chains and growing
domestic chains operate within the London hotel sector (Mintel, 2006). A considerable
number of independent owner-operator hotels also prevail in the sector. As an
international destination, London includes a high concentration of deluxe hotels at the top
end of its diverse range. However, a wide range of mid-market and budget hotels also
operate in the capital. Hotels in London cater to the needs of both business and leisure
guests. London also serves the international and domestic conference and exhibition

sector through hotels and special sites such as Kensington Olympia and Earl’s Court.

The general consensus is that even though it has taken a long time to do so, the UK hotel
industry as a whole has finally recovered from the dual impacts of 9/11 and foot and
mouth disease with regard to both the international and the domestic market (Mintel,
2006; Key Note, 2006). Subsequently, the industry has been able to report much
improved revenues for 2005 and 2006. Even though at the start of the decade a turnover
of under £10bn was being reached, it has been reported that in 2005 the UK hotel sector
achieved a total revenue of £10.9bn; an estimated £11.2bn is expected to be achieved in
2006 (Mintel, 2006). This trend is expected to grow to an estimated turnover of
£16.852bn for 2010 (Key Note, 2006). Revenue in the hotel sector is generated not only
from accommodation but also from the use of food and beverage facilities and other

facilities, including conference and meeting rooms.
As a market environment, the London hotel sector tends to be more exposed to global

economic developments as it is often the first choice of destination for international

travellers. As such, this sector is also more threatened by international issues (Key Note,
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2006). The London hotel industry was severely affected by the bombings, which took
place in London in July 2005 (Key Note, 2005). However, in spite of a dip in occupancy

levels, the industry has recuperated its trend towards improvement (Key Note, 2006).

The corporate sector is the most significant in terms of size and tumover (Key Note,
2003c). The fact that business guests account for a higher share of sales has been
recognised by hotel companies and hoteliers have been intensely targeting this market.
New room designs and the enhancement of business facilities as well as incentive
schemes have been among the developments specifically invested in to tailor to the needs
and demands of the business guests (Key Note, 2001b). For instance, in July 2005,
InterContinental announced a new inter-regional rewards club covering France, UK,
Ireland, Germany, Spain, Portugal and the Benelux countries. BusinessClub is an
incentive programmes offering rewards for corporate bookers ranging from Priority Club
Rewards points and high-street shopping vouchers to Amazon gift vouchers (Key Note,
2005). From May 2006, Marriott International launched its first online campaign. The
aim was to appeal to two different types of business traveller, those older than 45 years
old and those under 45 years old. Banner advertisements on key business websites
directed users to microsites, where they could check reservations and view special offers.
Younger business people were attracted through sites such as Guardian Unlimited, while
older ones were targeted through sites such as Telegraph.com, and Ft.com (Key Note,

2006).

The challenges that are faced by the leisure sector are varied. The leisure market suffers
from intense competition from other European destinations (Mintel, 2006). The relative
strength of the pound sterling and the ease of accessibility to continental Europe have
affected the short-breaks market for leisure guests. The rise of budget airlines has
provided a big challenge for the leisure sector as prospective guests are now increasingly
able to choose between breaks overseas and in UK. In some cases, there is little price
difference between the two (Key Note, 2003c). In response to such threats, many of the
major hotel companies have begun to actively focus their marketing efforts towards the

leisure market (Key Note, 2005). For example, in May 2003 Hilton Group Plc launched
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Hilton Family Breaks, a leisure product targeted at families. This initiative offers breaks
during weekends and school holidays in 51 hotels in UK and Ireland. Several partners
including Hamleys, Mothercare and the Cartoon Network were enlisted to create a value-

added product (Key Note, 2003c¢).

The marketing environment, through both the micro-environment and the macro-
environment, not only forms the backdrop of the London hotel industry but also strongly
influences the industry. Due to its interdependency with external international and
domestic market forces, the London hotel industry arguably operates in an environment
of moderate uncertainty. Moreover, even though the London hotel sector is by no means
stagnant with restructuring, mergers, developments and new entrants entering the market,
London hotels operate within a relatively mature market environment (Teare et al., 1994).
Within mature market environments, it has been advocated that companies tend to have
to rely more on their established client base (Sheth and Parvatiyar, 2000). As in spite of
movement in terms of mergers, acquisitions and sale of properties, this has been
established to be the case for the London hotel sector, the concept of CRM is arguably

particularly relevant to hotel companies operating in London.

Marketing within the Hotel Industry

Simkin (2000:156) succinctly emphasises that as “marketing is not a science”, there is
thus “no single correct definition or approach to undertaking marketing”. However, albeit
with varying degrees of precision and emphasis, several pioneering academics within the
field of management and of marketing support the crucial role that customers play within
the scope of marketing. For instance, while such academics as Levitt (1960:49) advocates
the importance of paying attention to “customers’ basic needs and preferences”, others
including Drucker (cf. Simkin, 2000) explicitly argue in favour of moulding a company’s
services and products to the needs and wants of its customers. Indeed, according to
Drucker (cf. Simkin, 2000:156), the aim of marketing is not only “to make selling
superfluous”, but perhaps much more importantly,

the aim is to know and to understand the customer so well that the product or
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service fits him/ her and sells itself.
Building upon arguments by Gronroos (1989) and Gummesson (1994), Baker instead
argues that the “true essence of marketing” is in fact equivalent to the “establishment of
mutually satisfying exchange relationships” (2001:3). In addition to emphasising the
increasing acknowledgement that customer needs should be nurtured within the business
environment, Jobber’s (1998:4) expression of the “modem marketing concept” sheds
light on the implicit effects, which competition can and does have on the marketing arena
and on the success of companies. Accordingly, he maintains that this concept manifests
“the achievement of corporate goals through the meeting and exceeding of customer

needs better than the competition”.

Indeed, as pertinently identified by Morgan and Strong (1998:1053), the ability of a firm
to outperform its competitors is essentially based on the premise that the firm can create
“long-term superior value” for its customers. It is however a later definition by the
American Marketing Association that arguably even more relevantly links the debate
surrounding the definition of marketing to the underlying theme of this research study.
By advocating that:

Marketing consists of individual and organizational activities that facilitate and

expedite satisfying exchange relationships in a dynamic environment through the

creation, servicing, distribution, promotion and pricing of goods, services and ideas,
this definition (cf Simkin, 2000:157) not only encompasses the elements and processes

usually associated with marketing, but it additionally sheds light on how relationships can
be the pinnacle of marketing management. Notwithstanding, within this thesis, the
ultimate definition of marketing is arguably offered by Gronroos (1989:57) when he
states that:

Marketing is to establish, develop and commercialize long-term customer
relationships, so that the objectives of the parties involved are met. This is done by
a mutual exchange and keeping of promises.

Therein arguably also lays the fundamental underpinning of the growing importance of

CRM within the increasingly dynamic and competitive market environment of the hotel

industry.

The strife to focus on the needs and wants of the customers appears to be repeatedly
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identified as one of the main functions of marketing. However, while academics
including Levitt (1960) and Drucker (cf. Simkin, 2000) appear to focus on the concern to
find ways of satisfying the genuine needs and wants of specifically identified customer
target segments and markets, others such as Ferrell and Lucas (1987) and Kotler et al.
(2002) seem to focus more on the fact that all business decisions should be made with
attentive reference to the customer. Such a standpoint implies that the marketplace needs
to be constantly monitored to identify potential opportunities. In reflecting upon the
strategic and operational aspects of marketing management, namely analysis, planning,
implementation and control, both the UK Chartered Institute of Marketing (Lancaster et
al., 2002) and the American Marketing Association (Simkin, 2002) portray marketing as
a continuous process rather than a single step. Following a different continuum whereby
competition appears to be at the forefront of the concept, several other academics
including Morgan and Strong (1998) and Jobber (1998) reflect on the effective usage of
internal and external resources to maximise the competitive positioning of a business.
Within this vein of thinking, marketing is compared to a tool, which can be used to help
companies create a competitive edge over their competitors. Notwithstanding the
relevance of all the above themes, it is however the recognition that identification,
satisfaction and retention of customers is key to long term profitability that is arguably

the scope of marketing that ties in best with the theme under study in this thesis.

The Applicability of CRM to the Hotel Industry

The hotel market is global in nature (Key Note, 2005), with many hotel companies
offering their brands either worldwide or through international partnerships. CRM is
therefore of key importance to the industry, in particular to chains of hotels. Indeed, even
though large hotel chains in particular are continuing to spend on above-the-line activity
and campaigns (Key Note, 2002b), lucrative relationships can be developed and are in

fact highly recommendable within the hotel brands (Key Note, 2001b).

As discussed in Chapter Three, according to Gronroos (1994b), the lack of separation

between the offering and the consumption of the products or services results in service
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firms having the elements, which are necessary for the forging of relationships with their
customers. Within the hotel industry, there is arguably little, if any, separation between
the product and the service elements. Therefore, the hotel industry may be seen as
inherently possessing the elements necessary for creating and nurturing relationships with
customers. Zineldin (1999) arguably best highlights why CRM may be particularly
relevant to the hotel industry in London when he advocates that within environments
where most companies offer almost the same core products and services, differentiation
becomes more interesting to the companies, which have the strongest potential and
resources to develop long-term relationships with their customers. In spite of being
differentiated by their star rating, most hotels in London tend to offer more or less the
same core products and services: accommodation surrounded by a range of food and
beverage services. Thus, the development of relationships with customers could arguably
be considered emphatic to the London hotel industry. Notwithstanding, hotel companies
based in London have repeatedly attempted to differentiate their offerings. For instance,
in 2003 the London Hilton Park Lane launched an entire floor dedicated to women
travellers only. The concept, branded 22™ Floor at London Hilton on Park Lane, was
designed for women who are looking for extra security, discretion and comfort (Key
Note, 2003¢). In an attempt to combat the downturn in the company’s occupancy in 2003,
Radisson Edwardian, which owned 11 four-star and five-star hotels in London, focused
on offering value-added services such as champagne and free room upgrades (Key Note,

2003c¢).

As discussed in more depth in Chapter Two, the accepted origins of the relational
approach, has been attributed to the service sector by such academics as Berry (1995),
O’Malley and Tynan (2000) and Simkin (2000). As it is usually associated with the
service industry, the hotel industry is undoubtedly aligned to the relational approach.
However, hotels also revolve around the offering of products in terms of rooms for
instance. Such academics as Gremler and Brown (1996) argue that the dynamics of
loyalty towards products cannot be generalized to loyalty towards services and vice-
versa. In alleging that service loyalty is more dependent on the development of

interpersonal relationships than on tangible products, Macintosh and Lockshin (1998)
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attempt to explain the unsuitability of Gremler and Brown’s generalization. Based on
Macintosh and Lockshin’s argument, longer-term relationship building processes can
arguably apply equally to the tangible goods as well as to the service element within

hotels.

In emphasising how,

it has become increasingly difficult for firms to retain distinctive product/ service
differentiation over long periods and retain customers’ ongoing patronage,
Kandampully and Duddy (1999b:318) identify how companies should not only “focus on

retention marketing” but also aim to achieve “long-term relationships through the
fulfilment of the service promise”. Within the context of this research study, even though
the arguments that advocate that CRM can only truly apply to industrial or business to
business settings are acknowledged (Sheth and Parvatiyar, 2000), it is nonetheless
suggested that the essential interface, which appears to flow seamlessly between the
service element and the product element of the hotel environment, provides the best and
richest opportunities for the revelation of the genuine dynamics of CRM. Accordingly, it
is suggested that the hotel industry provides an ideal environment within which CRM

with regard to services as well as products can be applied.

CRM AND THE HOTEL INDUSTRY

The Link between Strategy and CRM

In contending that strategy encompasses not only the planning but also the
implementation of actions with the intention to meet a company’s objectives, Miller and
Dess (1993) appear to support a simplistic, yet integral viewpoint about the significance
of strategy within the marketing arena. Such a perspective is arguably replicated by
Wheelen and Hunger (1995) when they compare strategy, to a set of decisions and
actions, which management take. However, it is Wheelen and Hunger’s (1995) emphasis
on how these set of decisions and actions are directly related to the long-term
performance of an organisation that explicitly highlights the significance of strategy with
regard to CRM. With both standpoints defining strategy in terms of managerial decisions,
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which are aimed at influencing the performance and ultimately the success of an
organisation in the present as well as in the future, it would indeed appear that strategy is
closely linked to the most basic organisational objectives. This standpoint is favourably
supported by Glueck (1989) when he advocates that strategy is akin to an integrated yet
broad plan, which aims to ensure that the basic aims of an organisation are ultimately

met.

In spite of the positive connotations, which the concept of strategy appears to have
engendered, Hitt et al. (1997) however offers a reminder that in order to achieve
competitive advantage through their strategies, organisations must first learn how to
exploit their core competences. Some main variables or aspects of strategy appear to be
consistently emphasised. While strategy is repeatedly described as being concemed with
the long-term direction of an organisation, managerial decisions are also depicted as
being crucial in the achievement of competitive advantage. Manageral strategic
decisions are depicted as being fundamentally concerned with not only the matching of
an organisation’s resources and competences to the environment within which it operates,
but also with the matching of a company’s activities to that environment. Within the
context of this research study, it could indeed be suggested that strategy is not only
intricately connected with the business philosophy, which an organisation adopts but that

it is also ultimately linked to the manner in which CRM is embraced by that company.

By defining strategy as:

the direction and scope of an organisation over the long term, which achieves
advantage for the organisation through its configuration of resources within its
changing environment and to fulfil stakeholder expectations,

Johnson and Scholes’ (2002:10) not only highlights the relevance of core competences

and resources to the field of management and marketing but perhaps even more
importantly with respect to the discourse for this thesis, they also shed light on the

significance of customers’ expectations in the pursuit of success.

In line with the fundamental principles of Relationship Marketing discussed in Chapter

Two, one of the main objectives of most organisations is to optimise their performance
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over time. According to Porter (1980, 1985), the achievement of competitive advantage
or even mere performance is central not only to long-term success but also to the
strategies, which a company chooses to adopt. However, in order to achieve this
competitive advantage, Porter argues that firms must choose which type of competitive
advantage they wish to achieve as well as the scope within which this advantage is to be
attained. Advocating that the pursuit of competitive advantage is based on a set of generic
strategies, Porter prescribes that each organisation must decide whether to concentrate on
a focused or a broad target audience and whether to adopt a low cost/ price strategy or a
differentiation strategy (see Appendix A). Porter even postulates that if a company does
not pursue one of these generic strategies, not only will it be stuck-in-the-middle, but
perhaps even more importantly that the company will also experience lower performance
when compared to companies that pursue one of the four generic strategies. Accordingly,
it could be argued that hotel chains must select which strategy they wish to follow with
regard to their CRM initiatives. This has in evidence already been witnessed within the
hotel industry. In a drive to establish the company as the price leader in the budget sector,
in October 2001, Travelodge signed a £2m deal with the food distribution company,
3663, to place truck-side banner advertisements on over 60 of their lorries. Each lorry
carried a banner with the headline “rooms for just £39.95”. Focusing on the quality
dimension as differentiation, as part of a £2m advertising campaign to show people the
positive experience of staying at a Holiday Inn, in early 2002 the company conducted

responsive press advertising in national newspapers (Key Note, 2002b).

While Porter contends that an organisation must choose between following a low cost/
price or a differentiation strategy, Johnson and Scholes’ (2002) instead advocate that
firms can in fact follow both cost leadership and differentiation strategies. Johnson and
Scholes” Route 3 or Hybrid Strategy enables the simultaneous achievement of low price
and differentiation (see Appendix B). This can arguably be achieved within the hotel
industry too. For instance, in July 2001, Premier Lodge launched a marketing campaign
to attack the mid-market sector. The 3-month campaign targeted both leisure and
business guests and compared the chain’s facilities and cost to its rivals within the 3 star

hotel sector (Key Note, 2002b). The chain was arguably attempting to establish itself not
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only as a price leader but also on the basis of value for money. Nonetheless, according to
Miller (1992), in markets where consumers exhibit strong preferences for either quality
or price, the pursuit of a pure generic strategy is more beneficial than that of a hybrid

strategy.

Although the general consensus is that achieving competitive advantage as part of
strategic options is crucial for the long-term success of companies, it has also been
highlighted that unless these competences reflect what customers are really looking for,
the achievement of competitive edge will remain evasive. In an attempt to help identify
the needs and wants of customers, Johnson and Scholes (2002) discuss how all customers
in a particular market or segment have threshold requirements for the products and
services, which they are going to purchase or use. Thus, if a company intends to target a
particular market or target segment that company must indeed ensure that it offers at least
the minimum criteria, which the target audience expects. Only then, can that company
expect be in a position to attract and even retain the targeted customers. Meanwhile,
despite advocating that an organisation should choose between following a low cost/
price or a differentiation strategy, Porter however also argues that firms should not focus
solely on either a cost leadership or a differentiation strategy to the exclusion of other
strategies. In actual fact, Porter contends that cost leaders should devote some resources
to differentiation activities, whilst companies that pursue a differentiation strategy should
not do so to the detriment of their cost structure either. Consequently Porter suggest that
although companies would ultimately only be able to concentrate on a range of features
in their attempt to meet the needs and wants revealed by their customers, they should
nonetheless not altogether ignore the other dimensions, which have been also been

identified by customers as being important.

In line with the subjectivity of hedonic and utilitarian needs of customers (Solomon et al.,
2002), it is indeed anticipated that customers are likely to value some product or service
features above others. For instance, within the budget hotel sector, it is plausible that
customers will attach more importance to value for money than to loyalty or recognitions

schemes. According to Brotherton (2004), customers use specific criteria or critical

23



success factors to distinguish amongst those organisations that meet their threshold
product or service requirements. Consequently, it is argued that not only should a
company identify the specific critical success factors of its target customers but that
company should also aim to excel in these if it is to outperform its competitors and retain
the interest of its existing and potential customers. In a review of academic and industry-
focused literature, Brotherton (2004) identified 36 potential critical success factors

relevant to the hotel industry (see Appendix C).

In spite of Brotherton’s (2004) detailed study, the importance of critical success factors to
organisations is arguably best highlighted by Fleisher and Bensoussan (2003), when they
state that excellent execution around the critical success factors will ensure an
organisation’s competitiveness and requisite excellent financial performance. Conversely,
poor execution around these factors will be manifested in declining competitiveness and
ultimately, poor financial performance. In light of the importance, which they attribute to
critical success factors, Fleisher and Bensoussan even advocate that the accurate
determination of an organisation’s customers’ specific critical success factors should be
the first step that a company takes in the formulation of any strategy. The second step in
any strategic process, they argue requires the identification of that organisation’s
resources, capabilities and competences. Once identified, these can then be evaluated in
order to identify gaps between the organisation’s resources, capabilities and competences,

and the critical success factors identified.

Johnson and Scholes (2002) identify three critical dimensions, which they advocate
companies must be taken into consideration when making a strategic choice or decision.
These are: suitability, acceptability and feasibility. While suitability revolves around
whether a strategy addresses the circumstances in which an organisation is operating,
namely the organisation’s strategic position, acceptability instead relates to the expected
performance outcomes of this specific strategy. Consequently, for any strategic option to
be taken into consideration, its impact on return on investment, risk and even stakeholder
reactions should also be measured. Feasibility assesses whether an organisation has the

adequate resources and competences to implement a chosen strategy. It is argued that
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these dimensions should also be considered when companies are assessing CRM
strategies and even tactics. Ultimately indeed, as is succinctly emphasised by Johnson
and Scholes, it is these very core competences that will dictate whether a company is able

to meet or even exceed the critical success factors of its targeted customer segments.

Several other routes have been suggested with regard to the achievement of competitive
advantage. For instance, while Day and Wensley (1998) argue that the establishment of a
generic strategy based on positional advantage in the marketplace will provide a firm
with the potential to achieve a superior performance, Bharadwaj et al. (1993) instead
argue that it is through the particular resources and capabilities, which a firm possesses
but which are not available to its competitors, that a company can transform its available
skills and resources into strategic advantages. Moreover according to Bharadwaj et al.
these advantageous transformations can however quintessentially only take place under
conditions that provide benefits for customers. Simply put, Bharadwaj et al. advocate that
unless customer benefits can be reaped, strategic competitive advantage would be of little

consequence.

The embracing of CRM within the Hotel Industry

Within the London hotel industry, hotel companies have increasingly attempted to
strategically differentiate themselves through the development of relationships with
guests. Accordingly, over the years much effort and investment has been directed by
hotel companies into the enhancement of relationships with customers. For instance, in
November 2001 the Queen Moat Houses chain started to create a comprehensive email
database as part of its strategy to develop customer relationships. Data about prospective
as well as existing customers was captured via the company’s websites (Key Note,
2002b). During 2003, Corus & Regal Hotels Plc re-assessed their customer contact
strategy of tailoring mailings to individual customer groups. Accordingly, their database,
which consisted of 68,000 profiles, was divided into categories. These ranged from cold
prospects to loyal customers. Different mailings were produced for each different

category. This was done in an attempt to improve the return on investment of the direct-
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mail campaigns. From November 2002, all the bookings made for any of the hotel within
the group have been redirected via the central reservations office or to the new marketing
database in order for the existing records to be consistently and continuously updated and
for the profiles about new customers to be automatically created (Key Note, 2003¢). In
2005 the De Vere Group launched a customer relationship programme in a bid to
improve loyalty among its guests. The objective of the campaign, contracted to the GB
group, a database management company, was to provide insights into the behavioural and
spending patterns of the chain’s database of both guests and prospective guests enquiring

about bookings (Key Note, 2005).

Notwithstanding the importance of nurturing relationships with its existing guests, it
should not be ignored that London, as a destination, attracts guests, who could not
necessarily be categorised as repeat business or loyal customers. Accordingly, as
discussed in Chapters Two and Three, even though CRM is particularly aimed at
customer retention, customer acquisition or attraction is also an important part of CRM
strategy. In general, hotel companies based in London appear to have understood the dual
opportunity afforded by CRM. In April 2001 when Corus and Regal Hotels launched
their largest to date below-the-line campaign as part of a strategy to increase the
company’s share of the short-breaks market, in addition to advertising in national
newspapers weekend supplements and monthly magazines, the company also sent 85,000
mail shots to couples aged 35 and over who were either previous regular patrons of the
company or were considered to be prospective guests (Key Note, 2001b). In 2003, Hilton
launched its own brand credit card, The Hilton Hhonours platinum Credit Card, as a joint
venture with HFC Bank. As it doubled as a loyalty card scheme, the credit card was
particularly targeted to existing customers. For every purchase cardholders are awarded
two points. Three points are awarded when the card is used for purchases within one of
the hotels or Living Well health clubs of the chain. Points are redeemable at 2400
participating Hilton hotels worldwide. In addition to the monetary incentives, the
members of the reward scheme also benefit from a special reservations service, express
check-in and complementary upgrades. However, in an attempt to attract new members,

0% on balance transfers from other cards was offered for the first 2 months after joining
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(Key Note, 2003c). The objective of De Vere’s initiative in 2005 was to help develop
relationships with existing customers as well as to target new customers (Key Note,

2005).

The evolution of the concept of CRM

The business environment has traditionally centred on four main business philosophies,
which are also interchangeably referred to as business concepts or business orientations.
These are: product orientation, production orientation, selling orientation and marketing
orientation. Several academics including Bassington and Pettitt (2003), Kotler et al.
(2002) and Lancaster et al. (2002) have discussed how after the industrial revolution, the
changing dynamics within companies and prevailing market forces led to the evolution of
the four main business orientations traditionally associated with marketing management.

Although due to word constraint and to maintain focus on the topic being explored, this
evolution could not be discussed in detail in this thesis, this point has been mentioned in
order to illustrate how the marketing environment has led to the evolution of marketing

theory and practice. It indeed emphasises how marketing as a field has been evolving.

In its dealings with CRM, the hotel industry seems to be faced not only with a concept,
which 1s “still in its infancy” but also with a concept, which appears to be in a “constant
state of flux” (Key Note, 2002a:3). The forces within the market environment as well as
the internal dynamics of companies have arguably influenced and will continue to
influence the evolution of the CRM orientation in the same way as they have influenced

the evolution of the four traditional business orientations.

Meanwhile, despite an influx of literature highlighting the changing role and needs of the
customer in the increasingly competitive marketplace, an in-depth review of the literature
indicates that a clear and systematic approach to CRM is yet to be achieved.
Notwithstanding, and in spite of Shaw’s (1999:20) sceptical contention that:

marketers must stop their obsession with loving customers since it has become a
distraction from the basics of selling and tracking the origins of sale success,
hotel companies have been directing huge investments into the development of the
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CRM systems and processes in their attempts to optimise and benefit from their
engagement in CRM.

However, unless CRM is aligned to the expectations and needs of customers, the
customer experience will essentially remain the same and CRM programmes and
ventures would indeed not only prove to be pointless but even frowned upon or
mistrusted. Although a plausible redressing of the disparity between the potential benefits
to be reaped by CRM and the actual reality may be found in the emerging shift from
Customer Relations Management to Customer Managed Relationships as discussed by
Overell (2004:1), it 1s conversely argued that much more basic steps would afford a more
viable and lasting solution to current issues. These can arguably be summed up as
acquiring an understanding of customers’ and employees’ perceptions and attitudes about
the concept. It is argued that only then would hotel chains based in London truly be able

to align their CRM offerings to what is actually sought by their customers.

The hotel industry is considered to provide an environment, which facilitates the collapse
of the theory and practice dichotomy, which seems to surround the concept of CRM.
Consequently, the dynamics of CRM, which are true by definition as well as those
dynamics, which can only be regarded as part of a synthetic truth, which has been
gathered through experience, can indeed be successfully explored and exploited within

the London hotel industry.

SYNOPTIC OVERVIEW

Although it is acknowledged that the London hotel sector is much more complex than has
been discussed in this chapter, the overview that has been provided is considered

pertinent to the topic under investigation in this thesis.

Hotel companies have in evidence had recourse to elements of CRM for a variety of
strategies and even tactics. However, there does not seem to be a structure within which
the concept is embraced. Yet, the very essence of its customer focused environment can

arguably be seen as preliminary indication of how the hotel industry can truly benefit
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from a strategic and focused approach to CRM. As identified in this chapter, CRM can
indeed be a strategic solution to hotel companies.

It has been argued that the success of a strategy depends not only on the ability of a
company to identify and understand what its customers genuinely need and want but also
assess its own ability to deliver enhanced value in terms of these specific needs and
wants. Suffice to say then that both the strategic options of a company and the
achievement of competitive advantage are in fact directly linked to the elements or

features, which targeted customers genuinely favour.

It is suggested that hotel companies need not only identify what their target customers
genuinely seek, but that they should also ensure that they themselves understand the
dynamics of CRM as a concept. Indeed unless the fundamentals of CRM are truly
understood, it is argued that hotel chains based in London and in general will not be able
to optimally integrate the concept in their strategies and benefit from the opportunities it
enables. Accordingly, while Chapter Two attempts to explicate the theoretical grounding
of Relationship Marketing, the conceptual antecedent of CRM, Chapter Three offers an
in-depth study of the triadic structure, built upon technology, people and processes,

through which CRM is suggested to be evolving in contemporary terms.
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CHAPTER
TWO



INTRODUCTION

Whether as discussed in detail in this chapter, Relationship Marketing is accepted as a
paradigm shift, as little more than a fad or as a new-old concept, Relationship Marketing
appears to be considered a strong force within the business environment by academics
and practitioners alike. The purpose of this chapter is to review Relationship Marketing
as a perspective, which could have been brought about by the evolution of the market
environment, by the development of marketing thought or indeed by changes in the
practice of marketing. This chapter is fundamental to this thesis as it is intended to
describe how CRM is not only merely a contemporary tactic but that it is in fact rooted

in a conceptual framework.

Chapter Two begins by discussing the emergence of Relationship Marketing as a
plausible alternative to Traditional Marketing. As such arguments reviewed revolve
around how Relationship Marketing could have arisen or indeed been created due to the
inadequacy of such Traditional Marketing models as the Marketing Mix. Thereafter,
both the academic arena and the practitioner-based environment are reviewed in view of
clarifying the debatable source whereupon Relationship Marketing could have sprung.
The two general marketing perspectives, Relationship Marketing and Transactional
Marketing, are contrasted against the backdrop of the hotel sector in an attempt to show
the pertinence of the transition from Traditional Marketing to Relationship Marketing
within the general business environment and the hotel industry. The prevalent
definitions of Relationship Marketing are then reviewed and its main characteristics

highlighted and discussed in an attempt to unravel its conceptual underpinnings.

In an attempt to offer grounding to the concept of Relationship Marketing, the contents
of this chapter are largely founded on theories, concepts and models (Sutton and Shaw,
1995; Weick, 1995). Accordingly, models such as The Virtuous Circle, Total Quality
Management and the Ecological Collaborative Value System are discussed. Although
the focus of this thesis is intended to remain on CRM, an overview of some of the other

components of Relationship Marketing has been included in order to offer a more
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wholesome portrayal of the concept. Ultimately, this chapter endeavours to not only
review the theoretical grounding of Relationship Marketing and CRM, but just as
importantly, it leads this thesis onto the platform from which the implementation and

practice of CRM is refined in Chapter Three.

THE EMERGENCE OF RELATIONSHIP MARKETING

From Marketing Mix to Relationship Marketing

Since Borden first introduced the concept of the Marketing Mix in 1953 (cf. Van
Waterschoot and Van den Bulte, 1992) and McCarthy (1960) later simplified and
labelled the mix of the different means of competition as the 4Ps, the Marketing Mix has
been treated as the unchallenged basic model of marketing. Indeed, according to
Gronroos (1997:322), despite their credibility and relevance to contemporary marketing
environment, previous models and approaches have been pushed into such oblivion that

they are “hardly remembered, even with a footnote, in most textbooks of today”.

Despite Gummesson (1994) shedding light on the fact that the proposed extensions of
the 4P’s have not all been successfully accepted within the academic and commercial
arenas (see Appendix D), Gronroos (1997:322) insists that the Marketing Mix
Management paradigm has “dominated marketing thought, research and practice since it
was first introduced almost 40 years ago”. In fact, in the same article, Gronroos goes one
step further and attributes to the model the accolade of being the “indisputable paradigm
in academic research” (1997:322). Although it cannot be argued that as a concept the
Marketing Mix has had much influence over the marketing arena, the viewpoint
advocated by Kent (1986:146) about the validity of the Marketing Mix as being “the
holy quadruplet ... of the marketing faith” does leave itself open for discord. Indeed,
through his referral of the framework as:

this way of dividing up and referring to the marketing decision variables has
become so enshrined in holy scriptures that it is written in tablets of stone,
Kent (1986:146) seems to be led by a blinked vision about the schema of the 4Ps.

Additionally he appears to completely ignore the on-going debate about the
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classification and components of the Marketing Mix (Van Waterschoot and Van den

Bulte, 1992) (see Appendix D)..

Gronroos’ and Kent’s apparent reverence for the Marketing Mix coupled with the
model’s popularity could arguably leave little room for debate. However, concerns
regarding the Marketing Mix Management Model are also well documented. In addition
to the limitations highlighted by the Swedish School of Thought, which advocates that
the Marketing Mix is best suited to mass-oriented markets (Gronroos, 1997) and
supplier-oriented organisations (Gummesson, 1994), problematic aspects of the
framework appear to be varied and multi-dimensional. Gummesson’s critique of the
concept could be considered dichotomous (1994, 1999). Criticising the marketing mix
for being “being incomplete” (1994:8), Gummesson offers 30Rs, 30 relationships, as an
alternative to the 4Ps of traditional marketing (see Appendix F). According to
Gummesson, these 30 relationships are fundamental to every business in dealing with
internal and external customers. The second point of dissension highlighted by
Gummesson centres on the marketing mix “not bearing in mind properly the needs of
the customer and disregarding services and industrial marketing” (1994:8). Following
Gummesson’s line of contention, the Marketing Mix 1s considered to potentially
impartially favour suppliers and organisations. Indeed, the locus of control of the 4Ps
distinctly remains with suppliers and organisations and it is thus left to these parties to
ensure that the needs and wants of their customers are met. As such, the Marketing Mix

does not seem to address the perspective of the customers.

A different tangent for dissension could emerge from the prescriptive unilateral
exchange, starting with organisations as the source and ending with the consumers, that
appears to be favoured by the Marketing Mix. The locus of control again seems to firmly
remain with the supplier and the organisation. Despite the fact that such a unilateral flow
also seems to be favoured by such popular strategic models as the Porter’s Value Chain
(see Appendix F), the Traditional or Classic Communications Model is a poignant
reminder of the importance of taking into consideration the feedback, which flows from

consumers back to the organisation (see Appendix GG). Notwithstanding, this element
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seems to be largely ignored by the principles of the Marketing Mix, which seem to treat
customers as passive agents who not only appear to be placed at the end of a value chain
but who also are expected to only react when prompted by suppliers or organisations.
Following an alternative line of thought, when reviewing marketing as a “behavioural
science that seeks to explain exchange relationships”, Hunt (1983:13) advocates that
four fundamental sets of factors interrelate to form the Fundamental Explanada of
Marketing Science. These are:

(1) The behaviours of buyers directed at consummating exchanges
(11) The behaviours of sellers directed at consummating exchanges
(ii1) The institutional framework directed at consummating and or facilitating
exchanges
(iv) The consequences on society of the behaviours of buyers, the behaviours
of seller
When these four sets of interrelated factors are taken into consideration, the unilateral

view of the exchange process advocated by the Marketing Mix debatably appears to be

synonymous to being dysfunctional.

Adopting an entirely different perspective of dissension, Van Waterschoot and Van den
Bulte (1992) raise doubts about the validity of the quadriga of product, price, promotion
and place of the Marketing Mix. As a result of their assessment of the 4Ps schema, three
major flaws are uncovered. Firstly, light is shed on the fact that the properties or
characteristics that form the basis for each P have not been clearly identified. For
instance, the realm of Place cannot be ascertained. Does Place refer to geographical
locations or to the channels of distribution? Secondly, the categories are found not to be
mutually exclusive. For instance, sales promotion, a sub-category of Promotion, may
overlap into the Price category too as Sales Promotion is indeed all too often equivalent
to “price cuts”. Thirdly, there appears to be a “catch-all sub-category that is continually
growing in importance” (Van Waterschoot and Van den Bulte, 1992:85). Thus, pigeon-
holing all the dimensions surrounding marketing under four categories appears to not
only be highly subjective but perhaps more importantly, even irrational. In attempts to
address the dissension concerning the various Ps, over the years, many extensions of the

4Ps have been proposed (see Appendix D).
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Yet another different area of contention has been voiced by academics, who like
Ballantyne (1996:4), have questioned the applicability of the Marketing Mix to the
increasingly complex, volatile as well as “global, deregulated open markets™ within
which most organisations are now operating. Globalization has resulted in the flow of
goods and services available to consumers becoming increasingly greater. With the
ensuing growing massive choice for consumers, competition within the marketplace has
been intensifying. Suppliers and organisations have been faced with new sets of
competitive forces. Accordingly, as discussed in Chapter Three, customer retention has
become even more crucial than it was ever before. Yet, despite the fact that post the
industrial era, prevailing developments in technology have been allowing for a more
personalised approach to marketing, the Marketing Mix does not seem to make any

provision for the long-term perspective, which such strategic approaches call for.

According to Healy et al. (2001:182), in order to address the prolific concerns
surrounding the concept of the Marketing Mix Management, “some academics have
tended to turn their attention to marketing relationship models”. Consequently, models
such as Gronroos” Marketing Strategy Continuum (see Appendix H) and Egan’s
Transactional-Relational Continuum (see Appendix I) have been offered. Gronroos’
Marketing Strategy Continuum suggests that nine factors emphatically affect strategic
decision-making (1994a:11). These are: time perspective, dominating marketing
function, price elasticity, dominating quality dimension, measurement of customer
satisfaction, customer information system, interdependency between marketing,
operations and personnel, the role of internal marketing, and the product continuum. In
an attempt to reinforce the core differences between the two marketing perspectives, the
applicability of these factors as they occur in environments adopting a Transaction
Marketing perspective is contrasted against their status within organisations adopting a
Relationship Marketing perspective. For instance, with respect to the time perspective, a
short-term focus is identified as being applicable for Transaction Marketing as opposed
to a long-term focus for Relationship Marketing. Although the clarity of this
comparative model cannot be refuted, Gronroos” Marketing Strategy Continuum tends to

suggest an either or scenario. Thus, this model could arguably be deemed to
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misleadingly suggest that companies have to choose between adopting two distinct sets
of criteria in order to follow the Transaction Marketing or the Relationship Marketing
perspective. Egan’s Transactional-Relational Continuum counter-addresses this
assumption and reviews how companies can choose among drivers pertinent to the
Transaction Marketing perspective and those more pertinent to a Relationship Marketing
perspective in order to address their specific needs and objectives. Indeed, as Egan
summarises (2001:377):

each company’s individually tailored perspective is dependent on the balance
between the various transactional or relational drivers
Although models such as Grénroos’s Marketing Strategy Continuum are beneficial in

clarifying the main differences between Traditional Marketing and Relationship
Marketing, others such as Egan’s Transactional-Relational Continuum shed better light

on the fact that Relationship Marketing is not an absolute science.

A well-founded academic creation

Criticising the traditional definition and scope of Marketing as being outdated, a number
of European academics, including Gronroos (1994a) and Gummesson (1997), have
proposed an alternative perspective of Marketing: Relationship Marketing. The
emergence of Relationship Marketing has attracted much interest and been prone to
differing perspectives. For instance, although arguably questionable in terms of
complexity, Brodie et al. (1997) contend that Relationship Marketing has emerged from

six streams of research.

The first stream examines marketing from a service context. Theorists, including
Gronroos (1994a, 1994b) and Berry (1995), discredit traditional marketing’ s offering of
the Marketing Mix Management Model and its 4Ps with regards to the marketing of
services. Despite the fact that over time extra Ps have been proposed as attempts to re-
align the dimensions of the Marketing Mix to reflect those underlying Services
Marketing (see Appendix D), Simkin (2000) maintains that the application of traditional
marketing management within the service sector is hindered by a wide range of inherent

factors. According to Simkin (2000:154), “the intangibility of the service product”
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restricts “opportunities for creating a differential advantage over competitors”.
Consequently, companies become dependent on differentiation and competitive edge
with regard to their “branding initiatives and personnel”.

Although they may relate to differing focal points, several other academics also support
the idea that the relationship approach has originated from the services sector. While
O’Malley and Tynan (2000:797) focus on the inappropriateness of the traditional
marketing perspective when they advocate that “Relationship Marketing was conceived
as an approach to industrial and service marketing”, Goldsmith (1999:178-179) appears
to converge more on the evolution of the marketing environment when he posits:

the well-documented and gradual evolution of many advanced economies away
from manufacturing and towards services has entailed new ways of thinking about
marketing.

Relationship Marketing was initially considered inappropriate in other marketing

contexts. However, both Gronroos (1994a) and O’Malley and Tynan (2000) address how
over time, the relational perspective offered by Relationship Marketing has been
extended to mass consumer markets too. Following this line of thought, it would indeed
be pertinent to agree with Gronroos (1994b:5) that:

today, service management is more a perspective than one discipline or one
coherent area of its own.

The second stream of research focuses on inter-organisational exchange relationships.
According to, Brodie et al. (1997:384), this stream of research:

encompasses both the examination of buyer-seller relationships in the context of
resource dependency theory as well as the study of constructs underlying inter-
organisational relationships, in the context of social exchange theory.

While the first section of their definition, “the examination of buyer-seller

relationships”, arguably refers to the development and management of relationships
between an organisation and its external customers, it 1s anticipated that the second
section revolves around Internal Relationship Marketing. It 1s suggested that the latter
stream of research consolidates research within the fields of human resources

management and organisational structures.

Despite the fact that Payne (2000:57) advocates that:

research in internal marketing has a longer history than some other areas within
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Relationship Marketing,
Berry (1981) is probably one of the earliest known academics to argue for the

consideration of employees as internal customers. Although much merit is attributed to
such a germane outlook, Rafiq and Ahmed (1993:230) argue that this early formulation
of the intemal customer is “seriously flawed” due to the fact that it makes no provision
for the critical links that connect the relationships between an organisation and its
internal customers to the creation of value for its external customers and external
market. Albeit differing in approach, several authors seem to have since addressed this
omission. For instance, Sanes (1996) not only explores the role of employees in
providing customer satisfaction and achieving service differentiation, but also reviews
ways in which employees can be supported and motivated by management in the
process. Focusing on the potential impact that employees can have on business, Rogers
et al. (1994:14) argue how:

it is imperative that management understand the specific dimensions that help
shape employees’ attitudes towards their jobs.
Accordingly, in an article study focusing on customer service personnel, Rogers et al.

test the dimensions, which they claim determine employee satisfaction, which will in

turn lead to customer satisfaction (see Appendix J).

Notwithstanding the relevance of considering dimensions, which may create employee
satisfaction, and ultimately customer satisfaction, Reichheld et al. (1996, 2000) arguably
offer a more unified perspective on the connection between employee satisfaction and
customer satisfaction through their offering of the Virtuous Circle (see Appendix K).
Despite appearing almost simplistic in structure, the Virtuous Circle displays how by
relying on the natural pre-disposition of employees to offer good service, organisations
can enhance their profitability through a logical process. Such a line of thought could
arguably be considered to build upon McGregor’s Theory Y, which contends that “most
people are professionals who wish to do and be seen to do a good job” (cf. Whetten et
al., 2000:250). Reichheld et al.’s proposal appears to complement Whetten et al.’s
(2000:250) standpoint that “when given positive support, most employees would want to
do better”. The emphasis of Reichheld et al.’s approach lies on mechanisms, such as
training programmes, which are necessary to not only motivate employees to achieve as

highly as possible but to also enable them to do so. Eight components form the pinnacle
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of Reichheld et al.’s Virtuous Circle. They are: profitability and growth, internal service
quality, employee satisfaction, employee retention, employee productivity, external
service quality, customer satisfaction and customer loyalty. According to Reichheld et
al., when one of the components such as the internal service quality is invested into and
nurtured, a process is set in motion. Thereby, investment in internal service quality will
have an impact on employee satisfaction. The latter will in turn have an impact on
employee retention and so on and so forth. Consequently, with one initial step, a
virtuous circle can be set in motion. The Virtuous Circle not only shows the connectivity
of employee satisfaction and employee retention to customer satisfaction and
profitability, but as a model it also clearly demonstrates how as discussed in Chapter
Three, employee retention is essential for customer satisfaction and long-term

profitability; two of the ultimate objectives of all businesses.

Internal marketing tends to imply a connection between an organisation and its
employees. However, internal marketing is not only based on the notion of vertical
exchange processes between an employer and an employee but also horizontally
between different teams or departments within an organisation. Accordingly, it 1s argued
that the focus of Internal Relationship Marketing is to facilitate exchange processes so
that on one level the needs of employees are met as effectively and efficiently as
possible while on the other level, long-term relationships are achieved by an
organisation via employee retention. According to Ballantyne (2003:1242), through
structural relationships internal marketing can create value for not only an organisation,
but also for its customers and its employees. Indeed as Sanes (1996:20) succinctly points
out:

the relationship between customer satisfaction and employee satisfaction is
important to all companies and it is especially important for those which have
made the decision to differentiate themselves from the competition by providing
exceptional customer service.

The crucial role of internal marketing within the realm of Customer Relationship

Marketing as well as within the hotel industry appears unquestionable. Accordingly, this

1s discussed in depth in Chapter Three.

The third stream underlies the new paradigm offered by Relationship Marketing by
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basing itself on “channels literature” (Brodie et al., 1997:384). Although Brodie et al.
report that early interest tend to have focused on vertical marketing systems, in an article
study Weitz and Jap (1995) review how current channels have shifted towards the
examination of control mechanisms to the development of effective and efficient
channel relationships. By relating to distribution, this stream of research arguably tends
to relate more to the business-to-business environment. Notwithstanding, as Ojasalo
(2001:199) succinctly sums up:

although paying customers in the business-to-business market are organisations,
they are always represented by individuals.
Thus, the management of such relationships requires “appropriate handling at both

the organisational and individual levels” (Ojasalo, 2001:199). Within marketing
literature, organisational behaviour and industrial marketing models have been
distinguished between individual and company levels (Sheth, 1973; Choffray and
Lilien, 1978). These differentiated levels have then been used to describe prescriptive
phenomena in customer relationships. For instance, while Ojasalo (2001:200) argue
that trust and commitment “can differ at the individual and company levels”,
McDonald et al. (1997:737) discuss how key account management is increasingly
being used to tailor to the needs of companies in business to business exchanges.
Indeed, organisations are expected to continuously develop operational-level
capabilities in order to enhance their relationships with their business-to-business

customers and enhance the effectiveness and efficiency of the channels.

The fourth stream of research examines network relationships. According to Brodie et
al. (1997:384),

in this tradition, the emphasis 1s on industrial markets and the sets of relationships
that connect multiple organisations.
Within the hotel industry, unless they are involved in a supply chain as a buyer and

seller, as for instance are a hotel and a corporate client, relationships between hotel
companies operating in the same market environment have been rooted in
competition. However, interest in the networks afforded by the business arena and the
importance of the former in terms of how business can be carried out has been
receiving increasing coverage (Tumbull et al., 1996). In contemporary terms, the

general consensus is that through interactions with other firms, a firm can develop
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and expand its own business. This viewpoint is further dissected by Bengstsson and
Kock (1999:178) when they advocate that:

apart from relationships consisting of competition or co-operation, a firm can live

in symbiosis by coexisting with other relationships, or being involved in a

relationship simultaneously containing elements of both co-operation and

competition.
Following a similar line of thought, Zineldin (1998:1138) demonstrates how by utilising
a relationship perspective whereby customers, suppliers, distributors, competitors, and
other organisations are equal partners, an organisation can benefit from the “co-opetive”
approach whereby co-operation and competition are intertwined. This intertwining,
according to Zineldin, creates a subsequent “ecological collaborative value system”
(CVS). Although the continuum of equal partners may appear idealistic, the concept of
partnering may be deemed to complement the principles of network theory as well as
build upon the realm of strategic alliances. Additionally, such a standpoint highlights
how imperative it is for collaborators to communicate and co-operate in an atmosphere
of frank debate, trust, interdependence, and mutual positive expectation so that the
benefits and interests may be enjoyed by all the parties involved. Only then, it is argued
will a successful alliance and relationship be created. Indeed, as Zineldin (1998:1139)
summarises, “the importance of creating, enhancing, and sustaining strategic
collaborative relationships between collaborators” cannot be undervalued. As discussed
in depth later in this chapter, the Industrial Marketing and Purchasing Group, commonly
referred to as the IMP group, also strongly supports this standpoint. Meanwhile,
although Holmlund and Strandvik (1999:686) argue that:

in studies on industrial relationships and networks within the interaction approach,
a great deal of interest has been directed towards activities and resources,
they however also advocate that:

equal attention has not been given to perception , i.e. the thinking concepts and
structures behind activities and resource allocations.
Such a criticism arguably highlights that much refinement is still to be undergone

within this stream of research.

The fifth stream stems from strategic management literature. According to Brodie et al.
(1997:384), this stream “draws on recent conceptualisations about the role of

relationships in value chains” (Normann and Ramirez, 1993). Although the traditional
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value chain, as reflected by Porter’s Value Chain (see Appendix F), has generally been
accepted as starting with an organisation’s core competencies, Walters and Lancaster
(1999a:643) dispute this perspective and advocate that:

evidence suggests that modern value chain analysis reverses this approach and
uses customers as its starting point.
It is expected that changes in marketing thought and practice have led to the direction of

the traditional value chain being reversed. Justifiably, it is increasingly being recognised
that it is only by being truly customer-centric that organisations can begin to build upon
and benefit from the relationships afforded by their respective value chains. Following
this viewpoint, it becomes recommendable for organisations to place customers at the
starting point of their value chains. Meanwhile, although the role of the value chain is
generally agreed upon, conflict still appears to prevail in relation to its incorporation
within strategic operations. Consequently, while Gummesson (2002:585) advocates that:

new marketing theory should focus on the value of the total offering: a balance
between production-centric and customer-centric aspects; and should recognise
relationships, networks and interaction as core variables,

offering an almost opposite viewpoint, McGuffog (1997:124) argues that:

the essence of value chain management is the improvement of total performance of
the entire chain through an examination of each link and process in a systematic,
standard way to see how overall speed, certainty and cost-effectiveness can best be
enhanced.

Indeed, although it cannot be argued that the ultimate aim of value chain management is

to reduce sources of uncertainty through “the active co-operation of the key players in
each value chain” (McGuffog, 1999:222), as discussed in Chapter Three, a clear process
is still to be defined.

The sixth and final emerging stream of research draws on literature revolving around
information technology and examines the strategic impact that the latter has on the
relationships within organisations as well as on relationships between organisations
Brodie et al. (1997). In spite of Simeon (1999:297) advocating that:

ideas and technologies are interacting at such rapid pace that the virtual universe
of information and services appear at times to be expanding out of control,
as discussed in Chapter Three, the general consensus tends to be that progress in

technology and streaming of communication channels now increasingly allow for

swifter information exchange and more consistent communications. Accordingly,

41



several academics have testified to the growing important role that information plays
in today’s competitive environment. While Rich (2000) refers to shared information
as one of the key tenets of relationship marketing, Feiertag (1997:18) argues that “the
practice of relationship marketing is centred on nothing more than good
communications”. Meanwhile, given the plethora of information now available, many
academics have emphasised how primordial it has become for organisations to ensure
that all the information emerging from them are kept controlled and to a manageable
proportion. In fact, Long et al. (1999:5) goes one step further when they argue that:

the successful translation of the Relationship Marketing paradigm from
organisational to consumer service markets depends partly on the management of
information.

Building upon Van Niekerk et al. (1999:116) empbhasis that “focus should be on quality

and not quantity”, Walters and Lancaster (1999b:813) advocate that:

it is only by pursuing a logical approach to the integration of information
management into the strategy process that firms can become effective, world-class
competitors.

However, the ultimate warning may arguably have been summed up by Reichheld and

Schefter (2000:109) when they highlight how “with the freedom to do more comes the
temptation to do too much”. Therein may arguably lay the difference between wasted

resources and achieving competitive advantage.

In an effort to further clarify and reconcile the six emerging streams of marketing
research and practice, Brodie et al (1997) additionally refer to Coviello etal.’s (1996)
proposal of a classification scheme based on a synthesis of both European and North
American Schools of Thought in marketing. According to Coviello et al., marketing
should be extended to encompass the sub-components of the service stream of research,
the interaction stream of research, the channels stream of research and the network
stream of research. From this synthesis, they argue two distinct yet general marketing
perspectives would be uncovered. These are: Transaction Marketing and Relationship
Marketing. The latter according to Coviello et al. can be further sub-divided to
incorporate three distinct types of marketing: database marketing, interaction marketing

and network marketing.
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Relationship Marketing: The Operational Emanation

In contemporary terms, it could be argued that not only does academic literature
revolving around Relationship Marketing seem to abound, but perhaps more importantly
as discussed in various sections in this chapter, there seems to have been a trend to
conceptualise the parameters of Relationship Marketing. However, in spite of Brodie et
al.’s contention (1997), rather than be led by the academic arena, it is indeed plausible

that Relationship Marketing may have in fact emerged within the business environment.

The most favourable advocacy for the perspective that Relationship Marketing has
emerged from the marketing environment rather than from the academic arena is
arguably offered by Gummesson (1997:269), when he advocates that:

the real world of business and marketing has deployed an RM approach (although
it has not been labelled as such) while the academic research, to some extent, and
education, to a large extent, have become stuck in a narrow and mechanical
approach to marketing management paradigm.

Notwithstanding the plausibility of this contention, Gummesson’s review nonetheless

leaves itself open to debate as the contribution and influence of academia can indeed not

be 1gnored.

Notwithstanding the influence of the academic arena, it 1s argued that environmental
conditions of the post-industrial era may indeed have led to some fundamental changes
within the marketing field. A prevailing situation prior to the industrial was businesses
tended to remain relatively small due largely to production limitations (Lancaster and
Reynolds, 1995; Kotler et al.,2002). Subsequently, close business relationships arguably
prevailed. Several academics including Lancaster and Reynolds (1995), Kotler et al.
(2002) and Bassington and Pettitt (2003) discuss how one of the major effects of the
industrial revolution was the creation of mass markets in the 1950s and 1960s. Although
the resulting opportunism took businesses to new levels of growth, the distribution
activities engendered by mass production arguably resulted in a reduction if not
complete loss of direct interaction and bonding between firms and their customers. Over
the past two decades, there has been a trend created by customers moving away from

mass consumption and its anonymity (Solomon et al, 2002). In turn, businesses have
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understood that in order to create the loyalty of their customers and enhance their
competitive advantage, they need to nurture closer relationships with their customers.
Following this line of thought, it would indeed seem pertinent to argue that the
emergence of Relationship Marketing may in fact be attributed to the reclaiming of what
had been lost in terms of direct interaction and bonding between firms and their
customers in the market environment. Despite the realism behind such a viewpoint, it is
nevertheless implausible that marketing practice would have evolved entirely separately
from marketing thought. Hence, a more pragmatic option may indeed lie in the

combined influences of practice and academia on Marketing Management.

From Transaction Marketing to Relationship Marketing

The ongoing use of terms such as “the new paradigm”(Groénroos, 1996a:12) and
“paradigm shift” (Gummesson, 1997:27) implies that many academics including
Morgan and Hunt (1994) and Aigo (1996) perceive that not only has the practice of
Traditional Marketing changed but that the latter has even been subsumed by the
alternative perspective offered by Relationship Marketing. Yet, despite the fact that
Mattsson (1997) advocates that “the marketing mix”” or transactional model of
marketing is dying, one cannot refute Gummesson’s (1997:269) argument that the
theoretical perspectives within traditional marketing, such as the Marketing Mix
Management model, do hold much credit “for the specific issues to which they are
pertinent”. Yet, it also cannot be refuted that the traditional approach to marketing
neither facilitates the understanding of customer relationships, nor provides any tool
necessary for the development and management of such relationships. Additionally,
in shedding light on the fact that “they have claimed to be general and complete”,
Gummesson (1997:269) emphasises how theories prevalent in Traditional Marketing
have contributed to mould an “unreal reality” as they indeed have not embraced all
the changes which the evolving and increasingly competitive marketing environment
have been calling for. This lack of symbiosis has lead to a call for new concepts and
models of management. According to Egan (2001), this call for new ideas has been

answered most obviously by the recent and rapid emergence of Relationship



Marketing. Indeed, instead of focusing on the criteria favoured by the Traditional
Marketing approach, as discussed in Chapter Three, Relationship Marketing instead
centres around dimensions, tools and techniques, which can implicitly help create and

nurture relationships.

In an attempt to depict the transition in perspective, which marketing has endured since
the evolution of the four business philosophies, academic literature invariably tends to
point to the distinctions between Transaction Marketing, interchangeably referred to as
Transactional or Traditional Marketing, and Relationship Marketing. Christopher et al.
(1991) appear to offer the most forthright overview of the distinctions between these two
general marketing perspectives when they contrast Transaction Marketing against
Relationship Marketing with respect to seven clearly defined dimensions (see Appendix
L). Through building their comparative study on seven clearly defined criteria, namely
strategic focus, organisational orientation, time-scale, customer service, customer
commitment, customer contact and quality, Christopher et al. arguably cover the entire
realm of the marketing environment. Although, their spectrum of comparison takes into
consideration both the customer and the organisation, the nine focal criteria of the
Marketing Strategy Continuum proposed by Gronroos’s (1994a:11) are considered to
offer an even more comprehensive depiction of the elements of contrast between the two
marketing perspectives (see Appendix H). In addition to the dimensions of time and
quality referred to in Christopher et al.’s comparison, Gronroos’s (1994a) comparative
review includes the dominating marketing function, price elasticity, measurement of
customer satisfaction, customer information system, interdependency between
marketing, operations and personnel, the role of internal marketing and the product
continuum. Consequently it is argued that within this framework of the Marketing
Strategy Continuum, not only are the fundamentals of Traditional Marketing
incorporated, but so are those of database marketing, interaction marketing and network
marketing, pivotal axes of Relationship Marketing. Accordingly, it may even been
deemed appropriate to suggest that that this model is complemented by the research of
academics such as Coviello et al.’s (1996) and Brodie et al (1997) in defining the

distinctive parameters of the Relationship Marketing.



Albeit different in terms of scope, both Christopher et al.’s (1991) and Grénroos’
(1994a) comparative studies of Traditional Marketing versus Relationship Marketing
may be summed up by Martin’s (1998:6) argument that:

the focus of marketing efforts are (and should be) shifting from marketing mix
manipulation for the purpose of immediate exchange transactions to those that
focus on longer-term exchange relationships.

The time perspective could arguably be considered to be the most blatant as well as

the more important difference between Transaction Marketing and Relationship
Marketing. Additionally, it could even be argued that the respective time frame forms
the basis for all the other differential criteria identified by Christopher et al. (1991)
and by Gronroos’s (1994a). Scott (1995:18) appears to support such a line of thought
when he advocates that:

Relationship marketing moves the dyadic exchange associated with personal
selling from a short-term transaction orientation to a lifelong process where
immediate closings must be postponed on the basis of more effectively meeting
customer needs.

However, as discussed in Chapter Three, he additionally emphasises how the new

marketing perspective of Relationship Marketing is equivalent to a process rather than a

mere function.

THE PREVAILING SIGNIFICANCE OF RELATIONSHIP MARKETING:
PARADIGM SHIFT OR SIMPLY TIMELY ALTERATION

In contemporary terms, although it cannot be refuted that Relationship Marketing has
entered both academic and corporate literature as “a leading new approach to marketing”
(Gronroos, 1997:322), the extent to which it challenges traditional marketing thinking
and marketing management is still questionable. In fact, the significance of Relationship
Marketing has been under debate and is anticipated to remain so for some time to come.
Accordingly, advocates of the merits and demerits of Relationship Marketing have with
varying conviction referred to the concept as: “a buzzword” (Coviello et al., 1997:502;
Zineldin, 2000:10), “a paradigm shift” (Gummesson, 1994:18; Gronroos, 1994:4), “not a
complete paradigm shift” (Zineldin, 2000:9) and “a new-old concept” (Ballantyne,
1996:4). What then is Relationship Marketing exactly?
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Little more than a popularised buzzword

The past two decades have seen a massive growth in the popularity of the concept of
“Relationship Marketing”. During the 1990s, in particular, an exponential growth is
witnessed in the number of academic papers and practitioner-based coverage dedicated
to the topic. However, albeit arguably dated, Mattson (1997) poignantly highlights how
in spite of what could only be defined as an explosion in interest, very little has been
conducted with respect to the observation of relationships over time. Yet, this would not
only have given grounding to Relationship Marketing as a theory but perhaps more
importantly clarified the real as well as the manifested parameters of this approach to
marketing management. Moreover, possibly more significantly, even Gummesson
(1997:267), one of the most fervent advocates of the concept, agrees that:

much as what is currently written about Relationship Marketing is theoryless, a
stack of fragmented philosophies, observations and claims which do not converge
in the direction of an emerging Relationship Marketing theory.

Yet, practitioners seem to have embraced the concept to such an extent that, one could

easily be tempted to believe that Relationship Marketing has become the focal point of

strategy at not only the operational level but also at the business and corporate level too.

Although as highlighted in Chapter One and Chapter Three, the concept is practised
within hotel chains, upon closer inspection of the levels of Relationship Marketing
identified by Palmer (1996), it becomes evident how varied the embracing of the
concept can be. Palmer (1996) identifies three levels at which a company may engage in
Relationship Marketing. These are: the tactical level, the strategic level and the
philosophical level. At the tactical level, Relationship Marketing is used as a tool for
sales promotion. As is usually the case, these tactics can not only be easily copied, but
they are also not considered to enhance long-term competitive edge. At the strategic
level, a company and its customers are tied in what may be referred to as bonds. These
can be legal, economical, technological, and geographical or even be a mixture of these.
In this scenario, through either lack of power or knowledge, the customer is kept in a
relationship with the supplier. The philosophical level is the ultimate level of

Relationship Marketing and incorporates the fundamental underpinnings of the concept.
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Accordingly, focus is on customer needs and organisations operate from a genuine
customer orientation perspective. A philosophical commitment to Relationship
Marketing would lead organisations away from products, services and product life
cycles and instead gear them to focus on the life cycle of customer relationships.
Additionally, a philosophical dedication to Relationship Marketing also implies that both
internal customers, namely the employees, and external customers are crucial players in
profitably meeting the lifetime needs of target customers better than the organisation’s
competitors. With this approach to Relationship Marketing, organisations do not attempt
to lock customers in relationships but to gain their affective commitment by giving the
same in return. It is thus argued that in order for companies to engage in Relationship at
its optimum and most effective level, namely the philosophical level, genuine customer
orientation and the facilitation of partnering are essential. Indeed, there is a big

difference between Relation Marketing and mere customer retention.

Notwithstanding, within the hotel industry, companies engaging in Relationship
Marketing tend to concentrate their efforts at the tactical level. This 1s exemplified by
the variety of loyalty schemes offered by hotel chains to their corporate clients (Key
Note, 2001b, 2002b, 2003¢, 2005a, 2006). Although, the ultimate aims of such schemes
are apparently to create loyalty towards the respective hotel companies and to strengthen
business-to-business relationships, it is nonetheless all too often clear that the loyalty is
instead created towards the incentive. The guest arguably tends to be more interested in
the best possible rate or benefit rather than in the individual hotel companies. Still,
within the market environment, there has been a notable increase of software packages
and technologies for tracking customers, profiling them, and contacting them (Key Note,
2002a, 2003a). This is expected to continue to grow. Meanwhile, support for the concept
of Relationship Marketing also abounds within the literary arena and there seems to be
an influx of advice. However, the software packages and advice on offer tend to revolve
around the basic principles of direct marketing and the adequate usage of databases and
interaction. Although as discussed in Chapter Three, databases and interaction are the
primordial tools of direct marketing in the quest for precise targeting and as such can be

an integral part of the business functions to enhance communications with customers,
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they are nonetheless not equivalent to Relationship Marketing. Indeed, in view of the

above observations, it could be argued that little new seems to be proposed.

A paradigm shift

Following an opposite continuum, several academics advocate that the concept of
Relationship Marketing reflects a “paradigm shift” in both marketing thought and
practice (Gronroos, 1994a:4; Gummesson, 1994:18; 1997:271). The magnitude of this
standpoint is arguably best defined when Gummesson (1999) explicates that a paradigm
shift means that a new foundation is given to a discipline. Accordingly, new values, new
assumptions and even new methods are created for or given to that discipline.
Consequently, what used to be accepted and established as part of the old discipline
must be put to one side. Such a consideration arguably implies that established
conceptual structures and assumptions of Traditional Marketing have been cast aside in
favour of the new values and assumptions proposed by Relationship Marketing. The
adoption of such a viewpoint arguably leads to Relationship Marketing being regarded
as a dichotomy. While on one hand, it 1s agreed that Relationship Marketing offers
marketing management “a new foundation for thinking” (Gummesson, 1997:271), on
the other hand, it is suggested that Relationship Marketing be regarded as the plausible
solution to the limitations of Traditional Marketing, which are discussed earlier in this

chapter.

Support for the consideration of Relationship Marketing as a new basis for thinking is
well documented, but varied. While Relationship Marketing is hailed by such academics
as Reichheld (1996) as representing a basic shift in business thinking, others such as
Sheth and Parvatiyar (1995) pointedly specify how much of current literature have
referred to the concept as being an entirely new phenomenon, in particular in within
consumer markets. Indeed, although several academics, including Gronroos (1994b) and
Berry (1995) have reviewed how Relationship Marketing has brought forth a

fundamentally new perspective on the marketing of services specifically. According to
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Sheth and Parvatiyar (2000), the knock-on effect has been felt on the marketing of
products too. Indeed, as is emphasised by Goldsmith (1999:179):

the services marketing emphasis on customer satisfaction and long-term
relationships with customers have influenced goods marketers to think differently.

Despite the fact that it cannot be refuted that contextual and structural differences
between the marketing of services and the mass marketing of products may have
influenced the emergence of Relationship Marketing (O’Malley and Tynan, 2000), in
contemporary terms Relationship Marketing appears to have been offered as an
alternative to the traditional marketing of both services and products. Through its
difference in perspective from Transactional Marketing, as discussed earlier
Relationship Marketing puts emphasis on important areas that are missing, or are given
only scant attention in traditional marketing theory. Subsequently, as 1s summarised by
Gummesson (1994:18):

Relationship Marketing suggest a different focus and different underpinning
values for marketing that. .. justify calling Relationship Marketing a new paradigm
and the beginning of a new marketing-oriented management theory.

Although a fervent supporter of Relationship Marketing as a paradigm shift, which
has changed the fundamentals of marketing, Gummesson (1997:271) nonetheless also
sheds light on intractable characteristics of paradigm shifts. By highlighting how
although “existing knowledge can be incorporated in a new paradigm”, it
nevertheless “cannot provide its foundation”, he undoubtedly contributes in bringing
forth a new set of arguments, which shed much doubt about the paradigm status of
Relationship Marketing.

Relationship Marketing as a new-old concept

Dissenting voices about the paradigm status of Relationship Marketing abound.

While such academics as Zineldin (2000:9) agree that the emergence of Relationship
Marketing has lead to some changes to the fundamentals of marketing management, they
nonetheless maintain that “Relationship Marketing is not a complete paradigm shift”.

The middle-ground characteristic of Relationship Marketing is re-iterated by a wide
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range of academics although they do not appear to agree upon any specificity. While,
Palmer (1996:22) focuses on how Relationship Marketing is not “a new concept”,
Worthington and Horne’s viewpoint (1998:39) instead revolves around how:

Relationship Marketing has been described as a new-old concept, in that it is a
new term but an old phenomenon.
Furthermore, as is succinctly pointed out by Ballantyne (1996:3), claiming that

Relationship Marketing is “entirely new”, would indeed create the risk of appearing to
ignore the early work of many academics and practitioners. Surprisingly, Gummesson
(1997:271), arguably one of the most earnest advocates of Relationship Marketing,
seems to support Ballantyne’s viewpoint when he contends that:

the claim of paradigm shift is controversial ... it rejects the requisite that new
marketing thinking should build on existing knowledge and that knowledge
development is just a matter of accumulation.

In an effort to give grounding to his standpoint, Gummesson (1997) explicates that

Relationship Marketing is in fact a gradual extension of the amalgamation of the work of
the Nordic Schocl approach to services marketing and management, and the network
approach to industrial marketing as developed by the IMP Group, the Industrial
Marketing and Purchasing Group.

In the early 1970s, the marketing of services started to emerge as a separate specialised
area of marketing with its own sets of concepts and models. These new styles of
marketing were geared to the inherent characteristics of services. Accordingly, the
structural and contextual differences between the marketing services and products were
specifically taken into consideration. In Scandinavia and Finland, the Nordic School of
Services, more than any other research consortia or individual researcher anywhere else
in the world, studied the marketing of services. Their perspective additionally rested on
the fundamental notion that marketing decisions cannot be separated from overall

management and the management of other business functions (Sheth and Parvatiyar,

2000).

Formed in the mid-1970s, the Industrial Marketing and Purchasing Group, the IMP
group, developed a dynamic model of buyer-supplier relationships in industrial markets

(the interaction model). They illustrated its applicability through comparative studies of
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buyer-supplier relationships within and across a number of European countries including
France, Germany, Italy, Sweden and UK. The main conclusion of these pan-European
studies was that buying and selling in industrial markets could not be understood
through only a series of disembodied and serially independent transactions. The studies
highlighted how transactions between buyers and sellers should only be examined as
episodes in often long-standing and complex relationships. Although these relationships
appeared to be fairly stable when studied over long periods of time, upon closer
inspection they revealed themselves to instead be much more dynamic than initially
thought. As identified earlier in this chapter, the interaction model created by the IMP
Group has over the years refined itself into the network approach. In contemporary
terms there are four conceptual cornerstones of the IMP (Sheth and Parvatiyar, 2000).
These are based on empirical findings. The first cornerstone revolves around the
relationships between buyers and sellers in business markets. These are found to be built
from interaction processes during which technical, social and economic issues are
handled. According to this line of thought, relationships are not only organised patterns
of interaction but they are also interdependent within their own essence. The second
cornerstone of the IMP argues that business relationships are connected. Consequently,
they form part of a wider economic organisation, which is akin to a network.
Accordingly, companies are not only embedded in a range of multidimensional ways
into the contexts of other companies operating in their market environment and with
which they may compete, but just as importantly these other companies’ situations will
affect that said company’s operations and strategies both directly and indirectly. The
third comerstone advocates that a relationship is a combination, which affects efficiency
and which is at the same time inherently exposed to interdependencies. Hence, through
relationships, technical, administrative and even temporal connections can be captured
in order to achieve economic benefits. The fourth cornerstone views relationships as
confrontations. When two parties are connected, confrontation can arise with regards to
knowledge. Subsequently, resource development and even innovation can be affected.
According to Hikansson and Snehota (2000:82):

in more general terms, relationships can be means for tying resources to each other
in such a way that some of their heterogeneity is utilised.
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As such, different dimensions which may not have been fully known by either party can
be identified through these interactions and can thereafter be beneficially utilised.
Following an alternative perspective, the conflict about the status of Relationship
Marketing may have arisen from its primordial dimension: customer focus. Indeed, the
customer-centric dimension at the core of Relationship Marketing, as a perspective, also
features as the basic criterion for Marketing Orientation, one of the four business
philosophies of Traditional Marketing. According to Kotler et al. (2002:15), “under the
Marketing Concept, customer focus and value are the paths to sales and profits”.
Consequently, companies adopting the Marketing Orientation are said to focus on the
genuine needs and wants of their target audiences. Simply put: Marketing Orientation
prescribes that the customer is of most importance. Additionally, not only does the
Marketing Orientation emphasise that the customer is key to business growth and
survival, but more importantly a business adopting this orientation is said to seek to
provide the goods and services that its customers want to buy. In fact according to
Gronroos (1989:52), the ultimate aim of any company adopting Marketing Orientation is
to “base all its activities on the needs and wants of customers in selected target markets”.
As such, the identification of the genuine needs and wants of the customers is
undoubtedly essential to the achievement of these goals. As a philosophical perspective,
Relationship Marketing seems to mimic many of the pre-requisites for Marketing
Orientation. Consequently, Relationship Marketing could arguably simply be seen as an
incremental supplement, if not a refinement, of the Marketing Orientation of Traditional
Marketing as opposed to offering genuinely novel insights to the fundamentals of

marketing.

Notwithstanding all the above areas of contention, in contemporary terms, Relationship
Marketing can still be regarded as a revolutionary approach to marketing. Target
audiences are no longer expected to be passive entities nor are they regarded as being
entirely predictable despite the fact that the dynamics learnt of direct marketing seem to
point practitioners towards inferences (McDonald, 1998; Taap, 2001; Solomon et al.,
2002). Indeed, as succinctly summarised by Gummesson (1997:269), Relationship

Marketing “may be new in books, but is ancient in practice”.



As an evolving, if not altogether new alternative approach to marketing, not only has the
extent to which its associated theories has emerged been questioned (Zineldin, 2000),
sometimes even by its most fervent advocates (Gummesson, 1987; Gronroos, 1997) but
so has the very identity of Relationship Marketing. In fact, as succinctly argued by
Gummesson (1994:7), it would seem that Relationship Marketing “is currently seeking
its identity”. Indeed, whatever real significance it may hold in terms of phenomenon or
paradigm shift, the dimensions of Relationship Marketing seem to remain persistently
blurred in contemporary terms. There is much lingering confusion about what exactly
Relationship Marketing is and what it is not. Accordingly, it is suggested that in order to
truly appreciate the real significance of the concept, an exploration of the defining

characteristics of Relationship Marketing 1s necessary.

RELATIONSHIP MARKETING DEFINED

The General Outlook

Relationship Marketing has attracted such attention from the academic and
professional arena that according to Mattsson (1997), it may be referred to as a major
trend in marketing. Indeed, as Healy et al. (2001:182) emphasise:

the boundaries of Relationship Marketing have been discussed since Relationship
Marketing was first investigated in the 1970s.
Even though Relationship Marketing 1s well documented, the parameters within

which this marketing perspective revolves are still obscure. However, as is succinctly

pointed out by Egan (2001:375), “devotion” to Relationship Marketing 1s “growing”.

In spite of extensive literature relating to the concept, there seems to be no unanimity as
to what it constitutes. Additionally, although many scholars seem to have discussed the
theme of Relationship Marketing, its contents remain rather evasive. There still seems to
be much confusion about what exactly Relationship Marketing is and what it is not. This
viewpoint is supported by Pressey and Mathews (2000) when they reflect upon how
although many academics have championed the existence and development of

Relationship Marketing as a marketing perspective, there nonetheless appears to be little



consensus concerning the exact nature of the discipline. This lack of consensus is clearly
depicted when as a by-product of a literature review, Harker (1999) uncovers 28

definitions by a pantheon of authors (see Appendix M).

Although Gummesson (1997:270) advocates that “every definition says something but it
does not tell the whole story”, he however argues that (1997:270):

operational definitions can hardly ever be claimed to represent a phenomenon in
an objective and general way.
With regards to Harker’s (1999) study, in spite of the wide range of definitions

identified, upon closer inspection of the definitions, it becomes clear that a varied level
of depth is not only portrayed, but perhaps even more importantly the academics
involved tend to focus on a variety of perspectives about what the concept encompasses.
Subsequently, the optimum definition of Relationship Marketing remains undoubtedly

elusive.

Notwithstanding, rather than be seen as a shortcoming of academic and practitioner’s
work or even as a pitfall for the study of marketing, it is argued that this lack of clarify
about Relationship Marketing and its definitions could instead be built upon. Thus, it 1s
suggested that the non-overlapping definitions be reviewed in order to offer a more
profound insight into the phenomenon so that ultimately an ideal may be promoted.
Thus, the core variables addressed within the definitions uncovered by Harker (1999)
have been selected as key dimensions in the attempt to construct a framework about the
real definition of Relationship Marketing. This line of action is suggested on the basis
the definitions proposed have emerged from real-life case studies and academic theories
reviewed in depth by the relevant academics. Hence, although they may not be faultless,
these definitions have arguably to one extent or another contributed to efforts to identify
and clarify the concept of Relationship Marketing. Indeed, as the definitions identified
by Harker (1999) are categorised (see Appendix N), in spite of occasionally differing
perspective about the themes encapsulated by Relationship Marketing, as explicated
below, some convergence appears to exist in the themes highlighted by the 28

definitions. Hence, there are indications that some consensus may ultimately be reached.
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The customer is king but ... a passive agent

The majority of the definitions identified by Harker (1999), 20 of the 28 to be precise
(see Appendix M), revolve around customer relationships and customer relations only.
Consequently, these academics appear to think that Relationship Marketing centres
around customers only and hence, are ignoring the fundamental role, which other
players of Relationship Marketing, for instance the employees have in its
achievement. Such a standpoint seems to be supported by Berry and Parasuraman
(1991, cf Harker, 1999) when they advocate that Relationship Marketing 1s
concemned with the attraction, development and retention of customer relations.
Furthermore, with 8 of these 20 definitions alluding to the locus of control of these
relationships residing firmly with the organisation (see Appendix N), the
apprehension is that customers are regarded as equivalent to passive agents. This
suggestion appears to be upheld by Hammarkvist et al. (1982 in Gummesson, cf.
Harker, 1999) when they advocate that all the activities conducted by the company
aim to create, maintain and further develop customer relations. Hence, in spite of
being advocates of the new perspective of Relationship Marketing, such academics

may instead be considered to be led by a more Traditional Marketing frame of mind.

Despite the shortcomings of their apparent view of customers as passive agents, many
academics have however successfully addressed the fact that although Customer
Acquisition is an integral part of Relationship Marketing, the maintenance and
nurturing of customer relationships are also crucial. For instance, both Christopher et
al. (1991, cf Harker, 1999) and Mattson (1997, cf. Harker, 1999) advocate that
Relationship marketing is concemed with the dual focus of the acquisition and
retention of customers. Such viewpoints by all means support Jackson’s (1985, cf.
Harker, 1999) conclusive definition that all companies not only want to create
relationships with their customers, but that they also want to maintain profitable and

long-lasting relationships with the latter.

Correspondingly, due consideration has been given by a wide array of academics to

56



the time perspective, discussed previously in this chapter as not only being the most

important attribute of Relationship Marketing, but also arguably forming the basis for

all the other differential criteria identified by Christopher et al. (1991) and by
Gronroos’s (1994a). This prescriptive long-term horizon is indicative in Matthyssens
and Van den Bulte’s (1994 cf. Harker, 1999) definition that Relationship Marketing
by no means focuses on immediate transactions but that this marketing perspective
instead centres on the building, support and even extension of relationships with
customers. Notwithstanding the pertinence of these stages within Relationship
Marketing, this vision of the concept and the consequent role of customers are
deemed restrictive. Indeed, in spite of the fact that it is generally acknowledged that
Relationship Marketing consists of a series of processes, these standpoints however
arguably merely consider customers to be passive agents, which companies can

attract, retain and even control into relationships.

The customer: The participant

In direct contrast to customers being regarded as mere passive agents, even more
academics have centred their studies of Relationship Marketing on the viewpoint that
customers are not only influential but also willing and responsible participants in the
Relationship Marketing arena. Supporting this perspective, of the 20 definitions that
refer to customer relationships and customer relations, 12 allude to customers as
participating parties within the realm of Relationship Marketing. Consequently, as far
as these academics are concerned, interaction, one of the pivoting features of the
Direct Marketing Mix (see Appendix O) and the resulting dyadic exchanges play
prominent roles within Relationship Marketing. The Direct Marketing Mix comprises
of 4 components: Targeting, Interaction, Control and Continuity. The interaction
between customers and an organisation is not only considered a crucial component of

Relationship Marketing, but is central to this model.

Notwithstanding the relevance of interaction, a varied portrayal of Relationship

Marketing is nonetheless evident within the definitions i1dentified by Harker. While

57



Bennett’s (1996a, cf. Harker, 1999) definition focuses more on the long-term
commitment, trust as well as co-operation, which companies should ideally show in their
relationships with their customers, Tzokas and Saren (1996 in Daskou, 1997, cf. Harker,
1999) instead relate to the concept of Relationship Marketing as a series of processes,
which is expected to include the planning, development and nurturing of relationships
with customers in order to enable a dialogue between an organisation and its customers.
According to these academics, Relationship Marketing is quintessentially a process

rather than just one function.

The long-term perspective prescribed by Relationship Marketing as acknowledged by
Bennett as well as Tzokas and Saren is also considered by a consortium of other
academics. Accordingly, while Pathmarajah (1991, cf. Harker, 1999) defines the concept
as a process during which a seller and a buyer join in a personal and professional
relationship, which is intended to be profitable to both parties over time, Hunt (1997, cf.
Harker, 1999) refers to Relationship Marketing as being equivalent to a set of processes,
which include the understanding, the elucidation as well as the management of a

continuous and co-operative relationship between a supplier and its customers.

In addition to incorporating the time perspective in their definition of Relationship
Marketing, several academics seem to additionally combine elements more evocative of
the field of Direct Marketing. For example, in defining Relationship Marketing as a
process, during which a company attempts to create a long-term union with prospects as
well as existing customers, Evans and Laskin (1996, cf. Harker, 1999) allude to one of
the fundamental models of Direct Marketing, colloquially referred to as the Bull’s Eye.
The objective of this conceptual model of Direct Marketing is to move customers
towards the centre of the Bull’s Eye (see Appendix P). This model prescribes that once
suspects identify themselves, they become prospects. At this stage, the company will
attempt to target these prospective customers to convert them into trial users of the
company’s products or services. Once an individual becomes a customer, he or she is
then precisely targeted to be converted into a loyal customer. Ideally, according to this

model, the ultimate aim of the company is to move customers to the status of loyal
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customers.

Following a different angle of comparison, Bennett’s (1996b, cf. Harker, 1999)
definition not only alludes to the Direct Marketing Mix with respect to Interaction, but
could also be said to specifically incorporate the elements of Control and Targeting.
Agreeably, emphasis is laid on the complete integration of information and management
systems, support mechanisms as well as strategy and actual mission of an organisation.
According to Bennett, only then will the customer be truly delighted. Thereby, profitable
and long-term business relationships will be safeguarded. Bennett’s (1996b, cf. Harker,
1999) definition not only also brings to light the recognition of Relationship Marketing
as a process rather than a mere function, but perhaps more importantly, acts as a strong
reminder that behind all the strategic, philosophical and operational aspirations,
profitability still remains the ultimate aim of many companies engaging in Relationship
Marketing. The pursuit of profitability is re-iterated by Takala and Uusitalo (1996, cf.
Harker, 1999) when they refer to how Relationship Marketing can in fact engender the
profitable commercialisation of relationships between customers and suppliers. This
standpoint is also addressed by Gummesson (1994, cf. Harker, 1999) when he identifies
how the concept not only highlights a long-term interactive connection between a

customer and a company but also emphasises profitability in the long term.

Despite the fact that in an earlier source Gummesson (1990, cf. Harker, 1999))
emphatically explains how Relationship Marketing should be regarded as a set of long-
term processes which include the building, maintenance and even termination of
networks and relationships between a company and its customers, the omission of other
key players from this equation can be deemed to be profoundly misleading. This
restrictive vision of Relationship Marketing also seems to be hailed by Paravatiyar (1996
in Mattsson, 1997, cf. Harker, 1999) when he elucidates Relationship Marketing as a
process whereby co-operation with customers 1s attempted in order to improve the
efficiency and the effectiveness of marketing. Arguably, the viewpoint that Relationship

Marketing revolves just around customers is questionable.
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The holistic all-inclusive approach

Within the realm of Relationship Marketing, the prospect of a stakeholder perspective on
Relationship Marketing has had increasingly greater appeal than a concept based purely
around customers. In line with this growing support, 11 of the 28 academics identified in
Harker’s (1999) study have reviewed how businesses that recognise the critical
importance of the numerous relationships with stakeholders have a better chance of
achieving and sustaining their competitive edge. While the definitions of Buttle (1996,
cf. Harker, 1999), Gummesson (1994, cf. Harker, 1999) and Mattsson (1997, cf. Harker,
1999) may be deemed to be too general when they respectively refer to markets that are
strategically significant markets, networks and relational exchanges, the definition
proposed by Gronroos (1990, cf. Harker, 1999) clearly identifies the fundamental
function of the concept when he discusses how the Relationship Marketing connects the
realm of marketing to the actual development of long-term relationships between a

company, its customers and other parties.

The contention revolving around the basis that commitment to stakeholders is a
necessity for companies seeking to engage in Relationship Marketing is reviewed in
even more depth by an array of academics. However, varied dimensions are focused
upon. For instance, Bennett (1996c¢, cf. Harker, 1999) draws attention to the dynamics
between employee and customer satisfaction when he explicates how Relationship
Marketing as a concept encompasses the basic fulfilment of all the promises made by a
company in terms of commitment and trust as well as the establishment wherever
possible of personal relationships between the customer and the employees, who indeed
represent the company. O'Malley et al. (1997, cf. Harker, 1999) instead focus on the
process, which Relationship Marketing represents when they discuss how as an
approach to business Relationship Marketing entails the identification, clarification,
creation as well as maintenance and sometimes even termination or dissolution of
relationships in the long-term. According to O'Malley et al., these relationships with key
customers will be engendered and nurtured through exchanges whereby the promises

from both parties are fulfilled and their respective objectives met. Subsequently, the
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experience of all the parties is intended to be ultimately enhanced.

Following O'Malley et al.’s heed, several academics including Ballantyne (1997, cf.
Harker, 1999) and Hunt (1997, cf. Harker, 1999) have attempted to offer a
comprehensive depiction of the various stages which the concept of Relationship
Marketing encompasses. Meanwhile, definitions such as the one proposed by Gronroos
(1990, cf. Harker, 1999) which contends that relationships are established and
maintained through the fulfilment of promises, appear to be little more than just

philosophical.

In contrast, although more recent definitions proposed by Gronroos (1994, 1996, cf.
Harker, 1999) detract from neither the conceptual objectives of Relationship Marketing
nor the crucial role that the other components or players within a company’s micro-
environment, they nonetheless act as poignant reminders of the real objective of all
organisations. Accordingly, these definitions appear to complement Ravald and
Gronroos” (1996, cf. Harker, 1999) definition which forthrightly highlights that the real
objective of organisations holistically engaging in Relationship Marketing is foremost to
be profitable whilst ideally fulfilling the needs of their customers and stakeholders too.
Indeed, as summed up by Ravald and Gronroos’ (1996, cf. Harker, 1999), the primordial
aim of Relationship Marketing is to create customer loyalty in order that stable,
consistent and mutually profitable long-term relationships can be created and nurtured

with customers.

SYNOPTIC OVERVIEW

Although this thesis intends to focus on the topic of CRM within the hotel industry, this
chapter explores the theoretical foundation of the concept of Relationship Marketing
within the general business environment. This approach is considered to be an important
part of this research study due to the fact that even though the concept has been
embraced in the hotel industry, not much research has been conducted on the concept

with the hotel sector. It should also be emphasised that Relationship Marketing is
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considered to be the conceptual antecedent of CRM, as such the latter is rooted in the

former.

This chapter denotes how a firm’s competence in terms of Relationship Marketing does
not only revolve around its customers. It in fact is all about how relationships are
developed within and outside the company over time. The focus therefore has to be on
how, as discussed in Chapter One, a company develops its core and distinctive

competence across multiple levels.

While in practice the locus of control appears to remain with companies, a wide array of
academics have built upon the platform that marketing is increasingly being regarded as
the management of a series of relationships between organisations, customers and
stakeholders. Accordingly, contributions have been made in view of highlighting not
only the importance of relationships with customers but also the importance of
developing a strong internal marketing function within organisations. Other academics
have instead concentrated on comprehensively showing the benefits to be reaped from
relationships with other stakeholders. Indeed, many ideologies have been suggested as

avenues to adopting a truly holistic approach to Relationship Marketing.

Meanwhile, many attempts have been made by academics to pen the identity of
Relationship Marketing. The 28 definitions uncovered by Harker (1999) by no means
represent an exhaustive list and it is anticipated that since his literature review, more
definitions would have been proposed and disputed. However, it may be plausible to
advocate that the more we know about Relationship Marketing, the easier it will be to
word the ultimate definition; one that will capture the true essence of the concept. In the
meantime, the significance of Relationship Marketing has been under debate and is
anticipated to remain so for some time to come as the concept seems to be an evolving
phenomenon. Although this chapter has clearly identified that Relationship Marketing
does not merely revolve around customers, it is nonetheless maintained that customers

lie at the centre of contemporary Relationship Marketing.
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It is anticipated that the realm of Relationship Marketing will continue to remain under
debate. This is unlikely to be caused by the lack of consensus concerning the definitions,
but rather by the resulting controversy, which surrounds the dimensions within the
elements, which the concept encompasses. Yet, there remains no doubt that it is these
very elements, which ultimately will determine whether Relationship Marketing and

more specifically CRM will be successfully embraced or not within the hotel industry.

Despite the fact that this chapter and Chapter One provide evidence that Relationship
Marketing did not just happen but that it emerged through academia and practice, it is
succinctly reminded by Fournier et al. (1998) that although the concept of Relationship
Marketing may be powerful in theory, it however seems to be troubled in practice.
Consequently, the dimensions and implementation of CRM within the hotel industry are
discussed in depth in the following chapter in an attempt not only to offer an insight into
this evolving sub-component of Relationship Marketing, but also to identify and discuss
the elements around which the concept revolves in practice. Furthermore, Chapter Three
intends to emphasise the relevancy of CRM to the hotel industry and illustrate how hotel

chains have already started to embrace it at multiple levels.
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CHAPTER
THREE



INTRODUCTION

Throughout the past decade, CRM has become such a buzzword that as discussed in
the Introduction and in Chapter Two, in contemporary terms the concept is used to
reflect a number of differing perspectives. In effect, CRM has been defined as
essentially relating to sales, marketing and even services automation. Additionally,
CRM is increasingly associated with cost savings and streamline processes as well as

with the engendering, nurturing and tracking of relationships with customers.

In line with the wide latitude afforded by its complexity, various themes have been
discussed under the title CRM in both trade and academic literature. However, in spite
of being extensive, as a whole this coverage still seems to lack coherence. The true
dimensions of CRM persistently seem to remain obscure. This chapter seeks to dispel
this obscurity and extend the understanding of CRM by characterising the general nature
of the concept. Furthermore, by basing itself on an extensive yet broad literature
analysis, Chapter Three not only identifies and reviews the prevalent elements
associated with CRM, but also attempts to shed light on its pivotal dimensions.
Accordingly, this chapter is intended to complement Chapters One and Two in the

definition and exploration of CRM within the hotel industry.

As a synthesis, the aim of this chapter is two-fold. On one level, it intends to set a
platform for the primary research. Thus, empirical studies within the hotel industry are
reviewed in an attempt to align the empirical data collection methods used within this
research study with current practices. On another distinct level, this chapter aims to
deconstruct the concept of CRM in line with the triad perspective whereby CRM is
regarded as a combination of people, processes and technology that seeks to understand
a company’s customers (Galbreath and Rogers, 1999; Chen and Popovich, 2003).
Accordingly, the theoretical and practical components of CRM are deconstructed and
reconstructed in terms of the three dimensions of technology, people and processes in

the pursuit to clarify the concept of CRM in contemporary terms.
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The first section discusses the main technologies that have influenced the evolution and
implementation of CRM within the hotel industry. Thus, the role of the internet as an
operational channel and facilitator of CRM is discussed in depth. The central role of
databases within the context of current CRM practices is then reviewed as the latter
indeed appear to revolve around the former. Current and emerging technologies are then

discussed due to their significance to the evolution of CRM.

Although technology is by all means considered crucial to the functional implementation
of CRM, people arguably lie at the centre of the concept. Indeed, relationships amongst
people arguably represent the principal platform whereupon CRM operates. As
discussed in Chapter Two, in order for CRM to be truly effective, strategies and
operations need to incorporate both internal and external customers. Thus, the
significance of employees within the realm of CRM is examined in detail. As CRM is
generally targeted to guests, the customer, whether the latter is an individual or an
organisation, is invariably regarded as being central to operations (Zineldin, 1999; Reyes
Pacios Lozano, 2000). Consequently the significance of customer satisfaction, which has
been hailed as being at the root of loyalty, with regards to the specific context of CRM is
reviewed in depth. In line with the all-inclusive holistic approach to CRM discussed in
Chapter Two, the genuine embracement of CRM across the various levels of

organisations is also discussed.

Regardless how valid the concept of CRM may be in theory, unless it is adequately
implemented within operations, hotel companies will arguably not be able to benefit
from the range of opportunities, which the concept affords. Accordingly, the types of
managerial practices, strategies and tactics, being deployed by hotel chains in their
attempts to facilitate CRM at the organisational and individuals levels have also been
reviewed. Examples depicting the ways in which CRM has already been embraced
within the hotel industry are also intended to help strengthen the achievement of the

research objective to reveal that CRM is ideally suited to the hotel industry.
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TECHNOLOGY

The Internet

The internet has been the research backdrop of much effort and activity, as well as much
controversy and confusion. However, according to Gattiker et al. (2000) although
empirical studies abound, these appear to be rarely linked to conceptual theories.
Nonetheless, the general consensus is that the internet has become a powerful tool,
transforming the fundamental dynamics behind business interactions (Simeon, 1999;
Chaffey et al., 2000; Birch et al., 2000). Within the hotel industry, the growth of the
internet and its applications has been stirring both excitement and wariness (Davies,
2001a). Indeed, even though the initial promises of cost savings and increased revenue
may not yet have fully materialised within the hotel industry, it is maintained that the
internet 1s still the biggest revolution to impact the hospitality industry since the
telephone (Davies, 2001b). Although John Paul Nichols, the executive vice-president of
sales and marketing for Cendant hotels, advocates that the internet will dramatically
change the hotel industry for the better, Davies (2001b) argues that the real impact is yet
to be felt in the industry. Meanwhile, the internet appears to have already started to drive

CRM into a new era.

Despite the fact that internet mania unquestionably propelled technologically driven
tactics to almost spiral out of control in the 1990s, the initial enthusiasm associated with
the worldwide web appears to have slowed down. According to Curtis (2000:32), this is
due to the fact that:

companies are increasingly realising that it is time to calm down, think less about
hype and more about long-term strategy and evolving relationships.
Although this new cautious approach to the internet could have engendered a

reduction in investment in internet based technologies, market intelligence reports
provide evidence of the contrary (Key Note, 2001, 2003b, 2005b). In fact, they reveal
that expenditure on the internet and its peripheral technologies has been steadily
growing with expenditure on internet software, services and hardware by UK

businesses having been worth £8.29bn in 2004 (Key Note, 2005b) compared to
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£3.59bn in 2000 (Key Note, 2001a). It has even been forecasted that between 2005
and 2009 business expenditure on the intemet will rise by 35.8% to an estimated
£12.41bn (Key Note, 2005b). It is anticipated that internet services, rather than
hardware, will be the main growth area. Such statistics not only implicitly confirm
that strategies are increasingly becoming technology-driven in the context of the
dynamic environment afforded by the intemet, but they also shed light on the

growing role of peripheral technologies such as intranets and extranets.

Although Davies (2001b) advocates that the initial promises of increased revenue may
not yet have fully materialised within the hotel industry, there is an indication that hotel
companies are increasingly seeking to increase their return on investment on online
technologies. For instance, when Thistle Hotels Plc commenced their first internet
marketing campaign in July 2000 to promote online bookings, incentives included free
air miles and 50% discounted weekend breaks targeted to business travellers and their
hotel bookers (Key Note, 2001b). In June 2002, Travelodge began to develop a new
database of online customers as part of its strategy to double the 5000 bookings the
company took weekly. The website was redesigned as part of the initiative to increase
online bookings from 10% to 20% of the company’s overall reservations (Key Note,
2002b). In September 2005, Premier Travel Inn introduced a late rooms section on its
website to offer special rates for rooms on Fridays and Sundays, when occupancy levels

tend to be low (Key Note, 2005a).

In spite of the general consensus that companies have progressed in their usage of the
internet, it has been argued that industries as a whole tend to vary in their following of
such trends. According to Zahra et al. (1999, p 194), the rate at which technology and
competitive strategy dominance occur within different industries depends partly on the
stage of evolution of that industry and partly on the type of technological and
competitive forces at stake within and outside organisations within that specific industry.
Several academics, including Davies (2001a) and Cushing (2004) contend that the
hospitality industry is lagging behind many industries with regards to online commerce.

Luck and Lancaster’s (2003) research study on how hotel chains based in the UK are
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approaching CRM on the internet reinforces this viewpoint. Conducted within the
marketing departments of the head offices of hotel chains, Luck and Lancaster’s
empirical study reveals that in spite of the fact that most of the hotel chains have a
website, the level of adoption of internet technologies and infrastructure varies greatly
from chain to chain. Furthermore, although as a whole the hotel industry appears to
increasingly be attempting to exploit the opportunities afforded by the internet in terms
of sales of hotel rooms, the main objective of most websites is the provision of
information. Nonetheless, Davies (2001a) argues that within the hotel industry, the
internet is now generally considered to be a definite source of revenue as opposed to
being just a medium for the display of online corporate brochure. In a study of the use of
information technology in small Scottish hotels, Buick (2003) found that although usage
of database systems may be limited, more than 70% of the hotels that are marketing their
property through the internet believe that their business has improved. As a matter of
fact, Davies contends that there is now a real commitment from hotel companies to find
solutions to ensure that online processes are integrated with processes within the

traditional business structure.

With the emergence and establishment of the intemet and continued advances in
technology, CRM appears to have entered a new era. According to Nick Price, the
director of technology for Mandarin Oriental, the internet is an enormous opportunity to
get closer and more personal with the guests (Davies, 2001b). In view of its potential to
enhance the long-term marketing and management of evolving relationships, it is
understandable how the internet has increasingly become a powerful medium in the
facilitation of CRM. Many researchers including Cannon (2000), Chaffey et al. (2000)
and Collin (2000) have had recourse to case studies to demonstrate how prominent
organisations have successfully integrated strategies, tactics and technologies to cement
relationships with customers online. However, in addition to offering concrete evidence
that customer relationships can fruitfully be nurtured online, these studies additionally
support Zineldin’s (2000a) and Curtis’ (2000) independent research conclusions that the
primary business function initially associated with internet usage has shifted from the

provision of information to the setting of lasting relationships between companies and
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their customers (Reyes Pacios Lozano, 2000).

According to Werbach (2000), the flexibility of the internet architecture implies that
companies operating online are being faced with a multitude of complex choices in their
structuring of relationships. Although the income generating opportunities are by all
means attractive to hotel companies, the pace at which technology is being developed 1s
arguably creating the significant problem of expensive investments potentially becoming
rapidly obsolete shortly after being deployed (Davies, 2001a). Several authors including
Davies (2001b) and Cushing (2004) thus recommend that instead of embracing
technologies merely based on their infrastructural merit, hotel chains should evaluate

technologies in line with their specific needs.

In view of its strong emphasis on human contact and services, the hotel industry may
arguably not be considered the ideal industry where online opportunities can be
maximised. However, the internet arguably offers hotels the potential to revolutionise
the way in which companies not only sell their products and services but also develop
relationships. Acording to Yeikur and DaCosta (2001), the selling environment afforded
by the internet appears to be particularly suited to hotel services. Indeed, once a hotel
activates its website, it can not only provide information about its products and services
at any time, but it can also accept reservations and sell its products to prospective guests
at any time. Furthermore, regardless of the size and profitability of the hotel chain, the
internet offers equal opportunity to all types and size of hotels to access prospects

(Gilbert et al., 1999).

Although it facilitates access to more information than any other channel of
communication (Gilbert et al., 1999), the internet also possesses some limitations with
respect to the hotel industry. Not only do potential customers need to be comfortable
with electronic shopping before they will reserve rooms online, but credit card fraud and
hacking of details may indeed increase concerns about privacy and security. In 2000,
Bass Plc stated that even though it estimates that around 85% of its customer base has

access to the internet, only 5% of these customers were in fact making their bookings
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online. Consequently, from August 2000 Bass Plc has campaigned to increase customer

confidence about making their reservations online (Key Note, 2001b).

Many academics including Collin (2000) and Janal (2000) have reviewed how in
marrying the needs of customers with internet technology, websites can be turned into
the greatest asset for companies to market themselves (Gabay, 2000). According to Pete
Brady, the managing director of BusinessMeetings.com, a website not only needs to be
comprehensive and user-friendly, but even more importantly it needs to be adaptable,
interactive and be well marketed. Brady argues that in contemporary terms, it is simply
not enough for a hotel company to merely have a presence on the internet as users now
want more in terms of functionality and usability (Davies, 2001a). In response to
criticism about its long-winded online reservation process, during 2003 Premier Lodge
redesigned its website so as to create a shorter booking process (Key Note, 2003¢).
Emphasising a different standpoint, Van Niekerk et al.(1999) discuss how an 1ll-
designed website can hinder the opportunities that the internet offers in terms of
communication with customers. According to Cushing (2004), it is not only crucial for
the content featured on the website to regularly updated but companies should make sure
that their website is not only marketed well but also well positioned as having a poor-
quality or a static website is arguably worse than not having any website. Advances in
technology have led to much improvement with regard to the design of websites. Online
brochures increasingly regularly feature sophisticated digital images, video and sound.
In 2005, Hilton updated its website so that 360-degree virtual will be offered to
prospective guests. Brochures can now also be downloaded (Key Note, 2005). Thus,
before making a reservation, a prospect can indeed scrutinise the offerings of a hotel.
Despite the opportunities which websites may enable, according to Cushing (2004), a
high percentage of hoteliers have still not understood that merely having a website is

simply not equivalent to having a complete online strategy.
Gilbert et al. (1999:23) recommend that “successful web applications should

demonstrate relevance to the customer base”. In fact, Reichheld and Schefter (2000)

even advocate that companies’ websites should be tailored to the needs of these
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companies’ core customers. These academics even advocate that websites should be
structured and written to match specific online customer groups. They should also match
the changing interests of such groups. As discussed in Chapter One, hotel chains within
the budget sector primordially adopt a low cost strategy. Accordingly, while Travelodge
introduced a new search tool on its website in 2005 to allow customers to identify all
available low cost rooms at a glance, in September 2005 Premier Travel Inn introduced a
late rooms section on its website where special rates from £30 per night for rooms were

available on Fridays and Sundays in around 60 of its hotels (Key Note, 2005a).

With the internet enabling 24-hour access to any customer anywhere in the world,
companies may be tempted to try to target as many potential customers or prospects as
possible. However, several authors warn against this lack of focus. While Van Niekerk
et al. (1999) emphasise that companies should vigorously guard themselves against
being tempted to be everything to everyone and instead concentrate their efforts on
maintaining a tight focus on their specific target audience, Reichheld and Schefter
(2000) argue that it is primordial for companies to keep their focus on their target
audience undiluted. As a marketing vehicle, the internet offers valuable segmentation
opportunities (Walters and Lancaster, 1999c). Indeed, the internet provides hotels with
“a useful tool” for the “adoption of micro-marketing in terms of their relationship
marketing programmes” (Gilbert et al., 1999:22). For example, Yeikur and DaCosta
(2001) highlight how hotels can divide its customers into narrow segments to take
advantage of differential pricing for its various segments. Internet technologies also
enable the tracking of the evolving needs of customers. Some hotel companies have in
evidence invested in online technologies to enable them to segment their online
customers. For instance, in 2002 Travelodge installed a new members section on its
website in order to build a fresh database of online users only. A member recognition
facility was also installed in order to recognise returning customers, who book

accommodation or even only order brochures (Key Note, 2002b).

Although Sinha (2000) advocates that prices have become the most prevalent form of

information available on the internet, he however argues that e-commerce emphasises
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the creation of a customer base over making profits. Several hotel companies have in
evidence been investing in internet technologies in order to build up their customer base.
For instance, in June 2002, Travelodge began to develop a new database of online
customers as part of its strategy to double the 5000 bookings the company takes weekly.
The website was redesigned as part of the initiative to increase the number of online
bookings to 20% of the company’s overall reservations, from its previous 10% share. A
new members section was developed and installed in order to build a fresh database of
online users only (Key Note, 2002b). Thistle Hotels Ltd engaged in a strong online
strategy in Summer 2003 in an attempt to increase the size of its database from 50,000 to

500,000 by the end of 2003 (Key Note, 2003c).

Customers increasingly use the internet for research purposes (Davies, 2001a). As prices
are prolifically quoted online, these are often researched by prospective buyers (Sinha,
2000). However, Reichheld and Schefter (2000) argue that although customers are
rational about prices, they are however not price obsessive. In fact, Reichheld and
Schefter even advocate that as customers are strongly inclined to be loyal, contrary to
what is usually thought, the majority of customers who use the internet do not seek the
lowest possible price. Although such a viewpoint may be accurate, Sinha (2000)
maintains that the cost transparency afforded by the internet may weaken loyalty.
Furthermore, by enabling comparisons to be made about prices and even offerings,
perceptions may be created and altered. According to Davies (2001a), the use of the
internet by customers to make comparisons about the hotel industry has shifted the
power from the hotel to the buyers. In direct curtailment of such threats, Rich (2000)
advocates that focused CRM strategies not only allow companies to protect their
markets but also to protect their margins from price competition. Indeed, as succinctly
summarised by Reichheld and Schefter (2000), trust rather than price rules the web. In
fact, several academics including Barnett (2000), Hoffman and Novak (2000) and Hunt

(2000) have argued how the internet offers opportunities to build trust.

From a marketing perspective, as advocated by Gilbert et al (1999), the major benefit of

the internet lies in the much greater degree of interaction that it offers in comparison to
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any other channel of communication. As a channel of communication, the internet
provides ample and varied opportunities for the building of relationships between a
company and its customers. Moreover, the internet represents a valuable source of
information for companies. According to Li et al. (1999), through interaction with its
customers, not only can a company gather information about its customers’ current
tastes and preferences but it can also gauge information about customers’ potential
needs. Subsequently, not only may future market trends be identified, but even the
company’s future direction may be influenced by its interaction with its customers. For
instance, from November 2001, data about prospective as well as existing customers has
been captured via the websites of Queen Moat Houses hotels (Key Note, 2002b). In
2002, Travelodge developed a new database from customers’ interaction with its website

(Key Note, 2002b).

In spite of the internet repeatedly being credited with offering great potential in terms of
building a company’s customer-base, promoting sales, and even improving after-sales
service (Wang et al., 2000), according to Reichheld and Schefter’s study (2000), the
average website achieves less than 30% of its full sales potential with each customer.
According to Gilbert et al. (1999:21), successful web presence depends on much more
than just the technology used and the look and feel of the website. In fact, they advocate
that:

hotels need a framework, which can bridge the gap between simply connecting to
the Web and harnessing its power for competitive advantage.
According to Gilbert et al. (1999:21), one of the reasons why hotel companies are not

achieving their full sale potential online could be that to date there are few models
available for integrating the global models into a hotel’s business functions.
Notwithstanding, the general consensus suggests that the internet represents
opportunities for firms and customers alike in terms of CRM. However, in the midst of
the proliferation of case studies testifying to the benefits of how the intemet favours
Relationship Marketing, Fraser et al. (2000:11) are seemingly the only ones to draw
attention to the fact that,

most of the published case studies reveal that organisations that adopt e-commerce
solutions are already involved in customer relationships at a distance.
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Hence, as discussed in Chapter Two, it is re-iterated that in order to genuinely benefit

from CRM, companies must embrace the concept at all levels.

The database: The pivotal tool of CRM

The Pareto Principle states that 80% of a company’s income comes from 20% of its
customers. According to Bentley (2005), the ongoing challenge for hotel companies is to
determine which specific customers represent that 20%. In an attempt to identify the
profitable customers, hotel companies are increasingly investing in database
infrastructure. Meanwhile, technological developments have highly likely led to an

important trend, which has in evidence centred itself on database marketing.

As a concept, database marketing revolves around organizations acquiring and
maintaining extensive files of information on past and current customers as well as on
prospects. Although the objective of databases is to enable a better portrait of customers
and their buying habits, ultimately they are intended to not only enable hotel companies
to market their products, services and even special offers more effectively, but to also
provide an improved personalised service to customers (Bentley, 2005). Although
database marketing is traditionally associated with the specialised field of direct
marketing, numerous authors including Moncrief and Cravens (1999) and Long et al.
(1999) have acknowledged how its functions are being increasingly applied to enhance
and refine relationships with customers. Consequently, the database has become a
pivotal instrument within the CRM arena, not only as far as interaction and the exchange
of information between an organisation and its customers are concerned, but also in the

facilitation of processes such as the segmentation and targeting of customers.

According to Bradbury (2005), a database is a structured collection of information,
which is not only set as indexes but also searchable. In general, databases are used for
business applications such as the storing of customers’ data. Thus, previous hotel
reservations and even restaurant reservations may be held in a hotel chain’s database. In

layman’s terms, databases may be compared to an electronic library, which receives
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fresh data, stores information and make the latter accessible to an organisation; thereby
helping maintain a continuous learning loop (McDonald, 1998). In more implicit
marketing terms, databases can be extended to form an extensive and multi-levelled
process (Tapp, 2001). Within the CRM arena, it could be argued that databases are used
not only to promote and facilitate interaction between an organisation and its customers
from the time of an initial response, but also to help with the measurement and analysis
of such interactions. Simply put, the ongoing relationship between an organisation and a
customer can be systematically recorded in databases. Indeed, a sophisticated database
can not only store data on active, dormant or lapsed customers but it may even have the
potential to identify prospects (McDonald, 1998; Tapp, 2001). Subsequently, the
increasingly integral role, which databases have come to play in CRM campaigns

appears well founded.

Developments in information technology have dramatically enhanced the scope for the
collection, analysis and exploitation of information on customers (Long et al., 1999).
Accordingly, data warehouses have been increasingly created by businesses.

A data warehouse is essentially a giant database, which takes the raw information from
the various systems within a hotel, such as central reservations and room service, and
converts the data collated from all the sources into one easily accessible and ideally
user-friendly set of data (Davies, 2000). When used effectively, data warehouses can
not only gather data on a continuous basis but they can also allow the precise
segmentation of information about customers. Subsequently, as discussed later in this
chapter under Processes, profitable interaction with customers can be increased and
operations such as targeting and even customer service improved. As succinctly
summarised by Davies (2000), the ultimate aim of data warehouses is by all means to
help create customer retention. Large hotel chains have in evidence been acquiring and
storing customer data in a combined attempt to achieve competitive edge and improve
the experience of customers. It even appears that hotel chains have realised the
associated benefits of databases. For example, as a consequence of investing in customer
relationship management software, Marriott International registered improvements in

other areas, such as cross-selling and yield management (Caterer and Hotelkeeper,

75



2004).

The capability of databases to help track actual purchases of customers and enable
inferences to predict future behaviour patterns may undoubtedly encourage the
assumption that database marketing is routine within the embracing of CRM. Moncrief
and Cravens’ (1999: 330) contention that “customer service levels increase when
customer information becomes so easy to obtain and disperse”, could by all means imply
that databases are being efficiently and effectively used to acquire and maintain
information on existing and prospective customers. Indeed, Abbott (2001:182) even
advocates that refinements in technology has provided companies with increasing
opportunities and well-structured channels to not only collect abundant amount of data
but also to manipulate this data in various different ways so as to unravel otherwise
unforeseen areas of knowledge. However, as discussed later in this chapter under

Processes, several academics have reviewed how databases are not being optimally used.

Integrating workflow technologies for CRM

Although academics and practitioners tend to agree that technical innovation 1s essential
to ensure the future growth and success of businesses with regards to CRM, the
embracing of technologies within operations appears to have been slower. In a survey of
the use of information technology in the independent sector of the hotel industry in
South Wales, Main (1995) found out that 65% of her sample, felt that they did not
maximise the potential of their existing system. Rather that deploy the lack of expertise
of the hoteliers, Main (1995) argue that it is the suppliers of IT who seem to be unable to
target their market. In recent times, this issue appears to have been curtailed through
partnerships between hotel chains and specialised IT agencies. For instance, in 2003
when De Vere Group Plc sought to restore its customer database to create more targeted
and cost effective marketing campaigns, the GB group was enlisted. Later in the same
year when Thistle Hotels Ltd engaged in a focused online strategy to increase its

database, Arnold Interactive was appointed to handle that project (Key Note, 2003c¢).
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Technology has been hailed as having the potential not only to revive but also enhance
more personalised service with customers (Gilbert et al., 1999). As such, technology has
been hailed as an enabler of competitive edge. Although this standpoint is supported by
several academics, including Peppers and Rogers (1999) and Gattiker et al. (2000),
Zahra et al. (1999) arguably offer the most systematic synopsis of the connection
between competitiveness and technology. According to Zahra et al., until recently two
major perspectives have dominated beliefs about the connection between
competitiveness and technology. The first perspective proposes that technological
choices made by a company are hierarchically linked to its internal capabilities and
strategic competitiveness. By regarding technology as a mere subset of the total
organisational resources of a company, the second perspective considers technology to
be simply one of the “strategic weapons” available to any organisation to use to achieve
its goals (Zahra et al., 1999:188) (see Appendix Q). Zahra et al.’s third perspective 1s

arguably much more pertinent to the scope of CRM supported by this thesis.

This third perspective feeds on the dynamic interplay, which exists between technology
and a company’s competitive strategies. Accordingly, “technology and strategy variables
influence one another in a continuous loop” (Zahra et al., 1999:188). This “continuous
loop™ is alleged to enable the development of both technology and competitive edge as a
dyadic exchange. It is also believed that the organic evolution of each variable is also
facilitated separately. Additionally, the active interaction, which can exist between
technology and competitiveness, is expected to create and facilitate organisational
learning, as well as encourage companies to exploit the knowledge, which will
invariably be created in the process. After having developed or acquired a technological
capability, a company may explore ways to incorporate this new found technology into
its strategic arsenal. However, it is highly likely that over time, that company may learn
how to change its technological capabilities in ways unrelated to its initial strategic
mission and usage (Zahra et al., 1999:195). Thus, not only does this third perspective
grounding for Moncrief and Cravens’ (1999:332) standpoint that “technology 1s a major
driver of organizational change”, but it also appears to support that “adaptive marketing”

is indeed the way forward to achieve competitive advantage.
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Although Werbach (2000:89) and Fraser et al. (2000) specifically refer to internet
architecture when they discuss how companies are faced with a wide range of
technologies, the plethora of technological options, which is increasingly available to
hotel chains, is by no means internet bound. In technological terms, the realm of CRM
includes (Key Note, 2002a:2):

a complex and changing market, which includes outsourcing and operations

management, training and consultancy, software-integration systems, analytics,

database building and database management as well as software applications.
Subsequently, it becomes understandable how software sales of CRM applications

were estimated to be at $61bn world wide in 2001 while a compound annual growth
rate of around 25% was predicted for the years 2002 to 2005 (Key Note, 2002a).
Furthermore, it was estimated that the underlying trend for CRM applications will
continue to grow from an estimated $13.36bn in 2002 to $24.39bn by 2007 (Key

Note, 2003a). It is anticipated that this trend will continue to grow.

In contemporary terms, the impetus surrounding CRM undoubtedly centres on
technology and its respective tools. This viewpoint appears to be so prominent that when
conducting a review of small and medium hospitality enterprises, Buhalis and Main
(1998) went as far as suggesting that establishments, which do not adapt to technologies
and fail to utilise these will suffer competitive disadvantages. However, as is pertinently
highlighted by Hoffman and Novak (2000) and by Zineldin (2000a), the use of
technology should be dichotomous. While on one hand, technology should help facilitate
the enhancement of CRM initiatives and opportunities, on the other hand, technology
should enable companies engaged in CRM to keep their finger on the customers’ pulse
and respond to not only the customers’ changing needs but also to general market trends.
Only then will the true interaction afforded by technological tools with regard to CRM

arguably be genuinely achieved and exploited.

In line with CRM connection with market trends, Zahra et al. (1999: 197) shed light on
how while it creates opportunities for technical innovation, market dynamism also
challenges companies “to protect, upgrade or even revise its technological capabilities”.

Seemingly in support of this viewpoint, Kandampully and Duddy (1999a) further
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advocate that the means to sustainable and unequivocal market leadership may indeed be
achieved through focus on anticipation, innovation and relationships. In the specific
context of the hotel industry, in a study of Australian managerial perspectives, Lee et al.
(2003) found that companies are embracing modern technologies in an attempt to
enhance their services and to increase customer loyalty. According to Lee et al.
(2003:423), their objectives are to remain at the forefront of the marketplace and “to
improve service, efficiency, and profitability”. The results of their study not only show
that hotel customers are increasingly demanding more technology-supported services but
also highlight how the hotels themselves have benefited from technology in terms of
employee support, quality of service, efficiencies, competitive advantage, the

maintenance of relationships with customers and ultimately profitability.

As companies look to possible customer needs for technological advancements, it has
been suggested that it is technology and its tools that will enable the greatest
opportunities for creating long-term and close relationships. Indeed, selecting the right
technological resources and capabilities to consistently and continuously create a
competitive advantage is undoubtedly one of the key challenges facing hotel chains in
contemporary terms. Responding to such an ongoing challenge requires continuous fresh
thinking and expertise. However, as is succinctly argued by academics such as Hoffman
and Novak (2000) and Reichheld and Schefter (2000), the basic laws for building
relationship and creating loyalty do not seem to have changed. What seems to be
changing however is the pace at which companies must improve their services if they
hope to keep their customers loyal. Indeed, “technology, however sophisticated, cannot
protect a firm’s competitive advantage indefinitely” (Zahra et al., 1999: 190). Adamant
that loyalty, the ultimate objective of CRM is not won with just technology, Reichheld
and Schefter (2000) emphasise that loyalty is instead won through the delivery of a
consistently superior customer experience; a customer experience, which will be

impossible to achieve without the right people and processes.
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PEOPLE

The internal customer as the true enabler of CRM

Although the customer, whether the latter is an individual or an organisation, is
invariably regarded as being central to operations (Zineldin, 1999; Reyes Pacios Lozano,
2000), following an altogether distinct continuum, Chen and Popovich (2003:681) state
that “it is the individual employees who are the building blocks of customer
relationships”. The importance of internal customers has indeed been increasingly
documented. While Gummersson (1987, 1996) and Gronroos (1989, 1996) emphasize
how the development of a strong internal marketing function is an integral task for
companies genuinely attempting to embrace Relationship Marketing holistically,
Ballantyne (2003:1242) explains how by means of “structural relationships”, internal
marketing can create added value not only for the employees themselves but also for the
external customers and the organisation or company. Such standpoints may indeed be
regarded as supporting the definitions discussed in Chapter Two that Relationship
Marketing should not only concentrate on external customers, but also upon the links or

forces within organisations too.

Notwithstanding the merits of this perspective, research focusing on the hotel industry
conducted by academics such as Burgess (1994), Nolan (2002), Avcikurt (2003) and
Taylor and Davies (2004), albeit spanning over two decades, repeatedly conclude that
the gap between enlightened rhetoric and reality remains disturbingly wide in many
hotels. When advocating that the “debate” surrounding the development of human
resources within the hotel industry “has typically been characterised by a paradox”
(2002:95), Nolan sheds light on how a conflict persists. While on one hand, theoretical
perspectives repeatedly prescribe how it is crucial for employees to be adequately
trained so as to deliver the expected high quality of service vital for competitive success,
much of empirical literature still tends to reveal a far greater focus on tight control over
costs and on profit margins rather than on the development of employees (Nolan, 2002).

Burgess (1994:13) recommends that companies should attempt to bridge this gap “as a
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matter of urgency”, if they wish to prevent their experienced and valuable employees

from being lured away by their competitors.

Avcikurt’s (2003) study uncovers how although hotel managers complain about the
quality of their employees, only a few actually offer training programmes to help
improve their employees’ expertise. Furthermore, Avcikurt reveals how in many hotels,
daily operations appear to be considered much more important than long-term activities
and planning. Identifying another shortcoming with regards to the training strategies,
Taylor and Davies’ (2004) study reveal that hotel companies are only failing to keep up
with current practices and that HR practices tend to be very traditional and tend to focus
on administrative rather than strategic goals. Nolan’s contention that the development of
employees is not being given high priority is deemed particular confusing in the light
that she also believes that internal customers may not only help companies achieve
competitive edge, but they may even become the competitive advantage (2002). In fact,
Nolan compares employees to potential assets. The fact that both the hotel industry and
the concept of CRM are essentially people-oriented indeed makes this means of
achieving competitive edge particularly attractive in contemporary terms. Moreover,
Nolan not only advocates that only a small number of hotels manage to take advantage
of this opportunity, but she also states that human resources activities tend to be only
directed at solving immediate operations problems rather than the long-term
development of people. Notwithstanding Nolan’s contention, such hotel companies as
the Ritz-Carlton (Strategic Decision, 2004) and Hilton (Human Resource Management,

2004b) appear to have understood that their employees can be valuable assets to them.

As a sector, the hotel industry is considered to be generally people intensive (Key Note,
2006). However, when advocating that:

it is axiomatic that the hotel industry, like most service industries, 1s fundamentally
concerned with human resource management,
Lashley and McGoldrick (1994:25) arguably misleading imply that human resource

management is a driving force within the hotel industry. Although it cannot be refuted
that the hotel industry is fundamentally people-oriented, in reality, turnover and profits

rather than human resources statistics quintessentially represent the criteria on which
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hotel chains are assessed (Key Note 2005a, 2006). Subsequently, the suggestion that the
hotel industry is primarily concemed with human resource management may be
considered paradoxical. However, in spite of the validity of studies by such academics as
Nolan (2002), Avcikurt (2003) and Taylor and Davies (2004), Lashley and
McGoldrick’s (1994) contention nonetheless contains some truth. Indeed, in view of the
central role that human resources play within hotel operations, success in the hotel

industry is undoubtedly closely linked to the performance of the employees.

Even though several studies highlight how human resource management has not been
adequately addressed within the hotel industry, there is also an abundance of studies,
which testify to the contrary. Although, it cannot be denied that studies invariably
highlight how training programmes within the hotel industry tend to predominantly
revolve around operations and customer service (Strategic Direction, 2002; Strategic
Direction, 2004; Human Resource Management, 2004a; Human Resource Management,
2004b), there 1s some indication within the same studies that a longer term perspective is
slowly being embraced. Furthermore, in direct contrast to Nolan’s (2002) contention
about hotel companies not investing in the development of their employees, McColl-
Kennedy and White (1997) and Maxwell and Lyle (2002) reveal that growing
investments have in evidence been channelled into the training and development of

employees within the hotel industry.

The topic of human resources within the hotel industry has attracted the attention of a
wide range of researchers, including Watson and D’ Annunzio-Green (1996) and Carbery
et al. (2003). The development of human resources is said to not only be essential to the
expertise, morale, job satisfaction and even commitment of employees, but it also
impacts customer service, the profitability of a company and even customer

relationships (Nolan, 2002). The development of human resources can arguably offer
hotel chains a great source of competitive advantage. When advocating that:

it has long been recognised that effective staff training and remuneration allows an
organisation to provide a unique and differentiating standard of service in industry,
resulting in increased profitability to service providers,

Taylor and Davies (2004:466) may not only be deemed to be building upon Nolan’s
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viewpoint, but they arguably also offer a summary of the significance of HR within the
CRM arena.

The general consensus indicates that the hotel industry recognises the high
repercussions, which the interactions between employees, in particular front line service
providers, and customers can have on their business (Human Resource Management,
2004a; Human Resource Management, 2004b; Strategic Decision, 2002; Strategic
Decision, 2004). As a matter of fact, as uncovered by Pallet et al. (2003) and Taylor and
Davies (2004), many managers and companies consider that the service quality of their
employees is paramount to the quality and productivity of their establishment. This is
considered to be particularly pertinent in positions where there is much contact with
guest. As managers appear to understand that training allows an organisation to improve
the standard of the quality of service provided to customers, time and effort are in
evidence being channelled into the training of service personnel (Pallet et al., 2003;
Taylor and Davies, 2004). Indeed, some hotel companies appear to have understood that
training not only needs to be delivered as a long-term and ongoing feature, but perhaps
even more importantly, the expertise of their employees is a crucial part of day-to-day
operations. Furthermore for training to meet its goals, it should be seen as “a necessity
and not a luxury” (McColl-Kennedy and White, 1997:249). As a part of an ongoing
training programme, the Ritz-Carlton allocates at least 100 hours of training per year to

each employee (McColl-Kennedy and White, 1997; Strategic Decision, 2004).

Chen and Popovich (2003) recommend that processes such as job evaluations,
compensation programmes and reward systems should be routinely integrated in the
development of human resources. In fact, they (2003:685) argue that these need to be
“modified on a basis that facilitates and rewards customer orientation”. In fact,
according to Chen and Popovich (2003:685) “how people are measured will determine
their behaviour”. Although they do not offer any specifications on how this may be
achieved, Murphy (2001:41) proposes that employee involvement be measured through
the inclusion of “performance reviews, internal and external benchmarking, employee

opinion surveys and levels of employee retention”. Indeed, according to Murphy
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(2001:36), as service excellence is largely dependent on employee activities, not only is
the active involvement of all employees vital, but employees must also “be consistently
motivated and informed”. Some hotel companies appear to already be supporting this
standpoint. According to Maxwell and Lyle (2002: 251), the Hilton Group developed the
human resource policy initiative Esprit in order to embrace “the key principles of

employee recognition, respect and reward”.

With specific relevance to CRM within the hotel industry, Chen & Popovich (2003:685)
advocate that it is imperative that “each employee” understands “the purpose and
changes that CRM will bring”. Indeed, as an understanding of the reason behind CRM
strategies 1s expected to enhance the acceptance of the concept, the processes associated
with CRM will arguably attract more respect. Only then, could it be expected that CRM
would be genuinely integrated in the operations and internal customers able to feel part
of a company’s engagement in CRM. In emphasising that service quality can be a vital
characteristic, which can distinguish one company from another, Nolan (2002) indeed
emphasizes how through a focused approach, internal employees can indeed be

converted into CRM assets for hotel chains.

Linking internal customers and external customers

According to Mosely, companies at the forefront of customer service in the US and an
increasing number of companies in the UK have not only understood that “there is a
direct relationship between customer satisfaction and staff satisfaction” (2001:46), but
these organizations additionally recognize that the best way to ensure customer loyalty 1s
to focus on the building of employee satisfaction. Although he may be criticized as
inflating the actual importance of staff satisfaction when he advocates that such
companies “now place staff satisfaction as a higher priority than customer satisfaction”
(2001:6), Moseley nonetheless sheds light on the critical importance of staff satisfaction
within operations. Notwithstanding, a more balanced contention whereby employee
satisfaction is placed at least on an even par with customer satisfaction is arguably more

recommendable. As discussed in Chapter Two, Reichheld et al.’s (1996, 2000) Virtuous
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Circle reflects such a balanced contention.

Although they follow distinct lines of thought about the connection between staff
satisfaction and customer satisfaction, several other academics including Rogers et al.
(1994), Williams (1998) and Gremler et al. (2001) support the standpoint that employee
satisfaction is at the root of customer satisfaction. According to Gremler et al. (2001:44),
interpersonal bonds and relationships between employees and customers can not only
significantly influence communication between these two parties, but they can also help
foster tighter bonds between employees and customers. This contention may be
considered to build upon Aaker’s (1996) theory that as employees are part of a
company’s brand they need to be nurtured. Focusing on service personnel and on
salespeople, Williams (1998) discusses how the customer-oriented behaviour of high
customer-contact employees can influence and enhance the development of relationships

with clients.

In addition to emphasising how important the relationship between customer satisfaction
and employee satisfaction is to companies in general, Sanes (1996) advocates that this
relationship is even more important for companies, which are strategically aiming to
achieve differentiation through exceptional customer service. This standpoint may be
considered to be particularly pertinent to the hotel industry in view that as discussed in
Chapter One, many hotel chains are in evidence opting for differentiation of customer
service as a competitive strategy. For example, the five star hotel chain Ritz-Carlton
focuses on its service excellence and established heritage to differentiate its hotels from
their competitors (McColl-Kennedy and White, 1997). In spite of the varied perspective
brought forth with regards to the connection between employee satisfaction and
customer satisfaction, Reichheld et al.’s (1996, 2000) Virtuous Circle is arguably the
best attempt to establish the correlation between these two variables (Appendix K).
Indeed, rather than prescribe that customers or employees or even the company itself be
given priority, the Virtuous Circle simply yet clearly demonstrates how each segment of
an organization’s people element fits into a fluid and continuous process with other

functions within operations.
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Although employees are undoubtedly a crucial link to CRM’s success, it cannot be
ignored that it is in fact customers who are the true judges of operations and service
within hotel companies. Unmistakably, guests not only help create profitability but the
ultimate success of any hotel chain in terms of CRM arguably depends on them too.
Indeed, although management devises training programmes and sets standards of
service, Parasuraman and Berry (1991:57) offer a strong reminder that it is customers
who are and will remain the ultimate judges of service quality when they succinctly
summarize how:

management may think the service is fine, but if the customer disagrees, the
company has a problem.

Meanwhile academic literature and practice seem to converge on the fact that
customers are increasingly demanding higher levels of service. According to McColl-
Kennedy and White (1997:249), customers are looking for “flawless performance in
service encounters”. Hotel companies appear to have understood the crucial role that
customer service plays in the satisfaction of customers. Thus much effort has been
directed into the training of employees to ensure that the latter are meeting expected
standards. While such hotel chains as Delta advocate that hotels should listen to their
operational staff (Human Resource Management, 2004a), Hilton agrees that in order
to deliver the high level of service associated with its brand, the company must keep
on investing in the training and the development of its staff (Human Resource
Management, 2004b). It has even been argued that customers return to the hotels
within the Ritz-Carlton hotel company because of the Ritz-Carlton quality of service

(Strategic Direction, 2004).

According to McColl-Kennedy and White (1997), apart from the study that Schneider et
al. conducted in 1994, no focused research has been undertaken to review the
relationship between training programmes and customer satisfaction. In spite of an
extensive literature search, no more recent comparative study within the hotel industry
has been uncovered. Notwithstanding, as customers are the one who will ultimately
Judge the levels of service offered (Parasuraman and Berry, 1991), it is arguably

imperative that employee and customer assessments of service are aligned.
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Although much investment is channelled in training programmes in attempts to enhance
the service quality provided by employees, according to McColl-Kennedy and White
(1997), training programmes tend to in general focus almost exclusively on familiarising
employees with the layout of an establishment. Additionally, they contend that in terms
of service quality, most training programmes tend to merely emphasise to the employees
that they should always smile, be polite and courteous to the customers. However, when
guests and employees were surveyed about elements of customer service, the findings
indicate that while employees rate the factor politeness/ courtesy of staff as the most
important determinant of good customer service, customers only rank this factor in
seventh place. In fact, customers rate the factor personalised service and individual
attention as the most important determinant of good service. According to McColl-
Kennedy and White although it is not completely surprising that individual attention is
so highly rated by customers, it is nonetheless evident that the customer service training
programmes being delivered by the hotels sampled not only do not allow for much
flexibility in terms of the delivery of service. Furthermore, these still persistently focus
on the traditional factor of politeness and courtesy of staff. Hence, it is understandable
why the findings uncover a complete mismatch of perceptions. In fact, the employees

sampled were not rated well by the customers participating in the research study.

McColl-Kennedy and White’s (1997) advocate that an added difficulty within the hotel
industry with regards to customer satisfaction is that the intangible nature of services
provided by hotels increases the difficulty of customers to truly understand their own
sense of satisfaction and the quality of service being provided. Alternatively, Solomon et
al. (2002) contend that all too often customers do not evaluate service along a rational
thought process. Notwithstanding such contentions, in line with Brotherton’s argument
(2004), it 1s argued that guests usually have their personal critical success factors against
which their satisfaction will be evaluated. Thus, hotel companies should arguably ensure
that they identify and deliver on the critical success factors of their core customers.
Moreover as highlighted by McColl-Kennedy and White, marketing departments should
be more involved in the devising and delivering of customer service training

programmes as customer service is undoubtedly more a marketing-driven function.
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Indeed, as succinctly McColl-Kennedy and White emphasise companies should clearly
identify what their core customers want in terms of customer service before devising

training programmes.

Academics as well as practitioners appear to have understood how employees can affect
customers’ evaluation of services within the hotel industry. Parasuraman and Berry
(1991) shed light on how service personnel can influence a customer’s evaluation of a
service through what they say or do not say, their appearance and their conduct in front
of that customer. In an attempt to enhance customer satisfaction, hotel chains are
attempting to train employees to behave in a way that is expected by their guests. For
instance, training programmes at the Ritz Carlton teach employees how to follow
specific behaviour guidelines as ladies and gentlemen in their encounters with guests
(Strategic Direction, 2004). Within Hilton International hotels, the contribution of staff
is seen as an absolute core to the strategy of Equilibrium, the initiative developed and
unfolded worldwide by Hilton International to help meet the needs of individual guests.
In fact, according to Maxwell and Lyle (2002:252), the strong identification and linking
of customer offering and staff delivery has been very well received within Hilton hotels.
Within the budget sector of the hotel industry in the UK, the employees at Premier
Travel Inn hotels are encouraged to match the company’s straight-forward outlook on
customer service, and employees are empowered to deliver on the 100% guarantee (Key

Note, 2001b).

Although, it is suggested that it is imperative for the needs of individual employees to be
monitored and fulfilled so that they may deliver on the service requirements, it is also
important that customer service training programmes are also re-assessed and closely
monitored in order to help ensure that employees are in fact delivering on the elements,
which customers are expecting. The same perspective is recommendable for the
deployment of CRM programmes. Indeed, not only should CRM programmes
incorporate elements, which are truly valued by customers, but employees should also
be trained so that they are not only able to deliver on the elements required but they also

understand why these elements are important. Indeed, for a hotel chain to be genuinely
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able to meet the needs of its guests in terms CRM, it must by all means define its CRM

programmes and even service quality in the same way that its guests do.

From top to bottom: the genuine holistic embracement of CRM

Several academics, including Murphy (2001) and Chen and Popovich (2003) have
reviewed how the commitment of senior management is crucial for the successful
implementation and the on-going effectiveness of all policies, changes and indeed of
CRM within an organisation. While Chen and Popovich (2003:685) contend that
“management must show its commitment through on-going company-wide education
and training programme”, Murphy (2001) advocates that senior management should
encourage employee involvement and the empowerment of teams as well as training and

development.

The positive impact that senior management has on operations is evident in research
studies conducted within the hotel industry. For instance, when assessing and comparing
customer and employee perceptions of service quality in all the five-star hotels based in
a medium-sized Australian city, McColl-Kennedy and White (1997) uncover that in the
hotels where the gap between customer and employee perceptions of customer service is
smallest, not only is the emphasis given to training of employees seen to be greater, but
management 1s also seen as giving real support to these training programmes. Similar

benefits could arguably be reaped as far as CRM initiatives are concerned.

In practice, CRM projects tend to be initiated by senior management, marketing or the
sales department. Notwithstanding Chen and Popovich (2003) shed light on how
although traditional thinking generally associates customer orientation and customer
handling with the departments of sales and marketing, in contemporary terms the
concept of CRM appears to increasingly entail the involvement of the entire
organisation. Indeed, as discussed in Chapter Two, the holistic approach to CRM entails
an all inclusive total management process. As identified, the latter, which calls for the

involvement of the various departments of a company as well as senior management
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appears to be widely supported.

The role of senior management has traditionally centred on the design of strategy and on
the implementation of structure and systems. However, it has been argued that this role
is changing. Supporting this standpoint, Watson and D’ Annunzio-Green (1996:25)
advocate that the future focus of top management lies in “the definition and articulation
of an organisation’s purpose”. In fact, they argue that it is only after establishing the
purpose of an organisation that senior management can proceed to clarify the processes
through which the identified purpose is to be implemented. For a concept like CRM to
be embraced within an organisation, it must ideally be subject to a framework and a set
of practices. Thus, a strategic approach to the development and implementation and even

monitoring of CRM is undoubtedly dependent upon its champions in senior positions.

The achievement of objectives with regard to CRM requires the utilization and
management of its human resources as well as the support of the entire organisation,
including senior management. This requires skilful planning, implementation and
monitoring. According to Watson and D’ Annunzio-Green (1996:27), there is a strategic
link between human resources practices and processes in helping “to create, reinforce
and change organizational cultures”. Building upon this contention, Davidson (2003)
advocates that there is a strong link among an organisation’s culture, the quality of the
service offered by its employees, its customers’ satisfaction and indeed the success of
that hotel or company. It is thus argued that the way in which CRM is embraced within a

hotel chain is also directly linked to the organisational culture within that company.

Such academics as Murphy (2001) and Chen and Popovich (2003), advocate that the
development of relationships with people can impact not only the improvement of a
company’s competitive advantage, but also the sustainability of that competitive edge.
Accordingly, the way in which relationships are developed within and outside a hotel

chain will arguably have a direct effect on its CRM endeavours as well as its future.
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PROCESS

Processes: The key to unlocking the benefits of CRM

Until fairly recently, efficient facilities, standardised products and lower costs have
arguably been sufficient for companies to be able to satisfy customer needs (Galbreath
and Rogers, 1999; Chen and Popovich, 2003). However, with increased competition,
mass marketing appears to have lost its glitter. As discussed in Chapter Two,
Relationship Marketing and CRM have been hailed by organisations and academics as
the solution to this change of consumer expectations. Several academics including
Palmer (1996) and Murphy (2001) have argued that if companies intend to optimally

embrace CRM, they will need to re-align their business offerings.

As discussed earlier in this chapter, supporters of the important role of technology
within the CRM arena are numerous. Fraser et al. (2000) even advocate that it is only
when companies ensure that their organisational and systems changes remain one
step ahead of their competitors’ that they can be said to be making the most
appropriate use of technology. By contending that technology can set companies
ahead of their competitors, Fraser et al. quintessentially appear to equate technology
to a competitive advantage. However, while Goldenberg (2000) warn that failure 1s
imminent if companies believe that CRM is only a technology solution, Overell
(2004:1) testifies that within the business environment, “rather than rethink
functionally fragmented processes from the customers’ viewpoint”, companies have
instead tended to follow a flawed contingency and expected information technology

“to solve management problems”.

A consortium of academics, including Joplin (2001) and Nitsche (2002), consider that
CRM not a technological solution but a strategy. In fact, Joplin considers CRM to be the
most important strategy, which any company must adopt and develop if it wishes to
remain competitive. The evolving properties of CRM as a strategic solution are

emphasised by Nitsche when he argues that “technology is not a panacea” (2002:208)
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and that the people and markets, around which CRM revolves, are “changing just as the
competition is” (2002:207). To be able to embrace the fast occurring changes, Nitsche
advises that companies must re-organise themselves. Likewise, hotel chains arguably
need to re-structure their strategies and tactics in line with emerging new market forces
in order to capture the inherent and changing opportunities afforded by CRM. This re-
organisation and re-structuring can indeed only be achieved through a review of

functional and business processes.

The general consensus is that CRM have been embraced within the hotel industry.
However, Joplin (2001:83) advocates that “most companies do not have a clear
understanding of the reason why they are adopting CRM”. In order to increase their
return on investment, Nitsche (2002) recommends that companies should conduct a
thorough overhaul of their business objectives prior to making any investment and
engaging in any CRM strategy or initiative. Nitsche advises that not only should
companies re-examine their purpose and objectives, as stated in their mission statement
for instance, but they should also take into consideration their operational objectives.
Although Galbreath and Rogers (1999) and Chen and Popovich (2003) state that the
goals of CRM are varied, within the hotel industry these arguably revolve around the
main strategic objectives of increasing revenue and the promotion of customer loyalty.
Meanwhile operational objectives may include the reduction of costs of overheads,

improved customer service and even the improvement of day-to-day operations.

According to Nitsche (2002) all too often errors are committed even before a CRM
programme is created, let alone implemented. The first error can happen at the outset
when the targets or objectives of CRM programmes or initiatives are not clearly defined,
but “only worded as a very vague vision” (Nitsche, 2002:210). In an earlier study on the
main barriers to successful CRM, Joplin (2001:83) however addresses how this error can
be curtailed by means of “a detailed description of the number and type of customers” a
company intends to “identify, win” and “keep”. In actual fact, Joplin argues that from
the onset, even before a company engages in a CRM programme, several processes must

be completed. The company needs to determine which type of customers it wishes to
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target through that CRM campaign. The specific means through which the company
intends to enhance and grow its relationship with the afore-mentioned type of customers
needs to be evaluated and selected. The detailed time span for the implementation of the
strategy should also be clearly 1dentified. Lastly, but perhaps most importantly, Joplin
insists that a company embracing CRM must remain clear about what its real aim is for
pursuing a relationship with the precisely segmented and targeted customers. Only then,

it i1s argued will the company be able to remain strategically focused.

The second error, which Nitsche (2002) advocates a company can make when adopting
CRM is that 1t fails to consolidate its interest in its use of CRM as a strategic solution.
Consequently, a variety of differing internal interests will exist within that company with
regards a CRM endeavour. Within the context of a hotel chain, while a general manager
may have a strategic target, such as the increase of leisure occupancy at weekends, a
shareholder may simply want to increase profit margins. At the same time, the finance
department may be more concerned about the return on investment while the marketing
department may be more intent on gathering data about prospects. This sometimes
conflicting variety of interests and departmental objectives frequently creates an added
layer of difficulty in the definition of clear objectives. Indeed, different departments
within a company may not only have very different targets but may even have “very
different views of the same targets” (Nitsche, 2002:210). Thus, it 1s crucial for
companies to ensure that the various targets and interests are aligned and possibly even

consolidated before engaging in any CRM initiative.

As discussed in Chapter Two, the changes of the market environment have a direct
impact on Relationship Marketing. According to Prabhaker (2001:113), within the
business environment, “two specific evolving forces have led to organizations having to
rethink their business models”. These are: the power of customers and the changes in
technology. The effect of the dyadic synergy created by these two evolving forces is said
to have been two-fold. While on one hand, companies appear to have in general
attempted to keep up with and adapt to these changes, on the other hand more proactive

companies appear to have learnt how to additionally leverage the advances in
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technology and computer-integrated control systems to significantly improve their own
initial strategic capabilities. This latter contention is arguably aligned to Zahra et al.

(1999) explanation about how technology can impact a company’s internal capabilities.

Within the hotel industry, a tiered adaptation to the changing market forces seems to
prevail. Advances in technology have enabled operational benefits in terms of
automation in back-office functions such as reservations processes and check-in
processes being generally reaped by hotel chains. Some hotel companies have in
evidence additionally attempted to benefit from other opportunities. For example in June
2002, when Travelodge started to develop a new database of online customers as part of
its strategy to double the S000 reservations, which the company took every week, the
company’s website was also redesigned in line with up-to-date technologies in order to
streamline its reservation process (Key Note, 2002b). During 2003, Corus & Regal
Hotels Plc re-categorised the profiles of the customers on its existing database in an
attempt to engage in precise targeting. As part of their strategy to increase return on
investment, all bookings made for any of the hotels within the group was redirected via
the central reservations office or to their new marketing database. This new process was
implemented in order for the existing records to be consistently and continuously
updated and for the profiles about new customers to be automatically created (Key Note,
2003c). Through the centralisation of its customer contacts, this hotel chain arguably
also put itself in a better position to offer a more controlled view of the company to its

existing and prospective customers.

CRM implies a detailed examination of the guest (Davies, 2000). Accordingly, CRM
systems may include functions relating to customer retention, customer profitability and
even more mundane details such as whether customers prefer still to sparkling water.
For instance, the application of a CRM system in Swissotel hotels is not only intended to
rely on increased levels of customer satisfaction to drive repeat business, but specifically
targeted marketing campaigns focus on attracting new guests. Indeed, as is identified by
Davies (2001b), Swissotel intends its CRM system to not only facilitate customer

retention but also customer attraction. However, in order to achieve such objectives,

94



hotel chains have to adhere to some specific processes.

Converting data into competitive edge

CRM is arguably a progression from data warehousing. At present, one of the principle
functions of CRM systems is indeed to collect as much data about each customer as 1s
possible. As discussed earlier under Technology, this information is then stored to be
used at a later stage to give guests as much of a personalised service as possible when
they return (Davies, 2001a). According to Cindy Green, the senior vice-president of
Pegasus Business Intelligence, this will not only lead to a change in the sales and
marketing arena but even more importantly this will imply that hotel companies will
need to become as advanced in the management of their customer relationships as
technology will enable them to be (Davies, 2001a). This change of perspective is
arguably expected to engender a transition from the management of data about the
customers to the management of interactive relationships. Accordingly, data, which
hotel chains have compiled over the years about their customers, would need to be used
intelligently in order to be enable predictions about consumer behaviour as well as the
anticipation of needs or even problems. Such data can indeed be used to precisely target
marketing campaigns. Indeed, as succinctly summarised by Green, CRM is in actual fact
simply about a hotel company being willing and flexible enough to change its behaviour

in line with what customers are saying and what the data collated reveal about them.

CRM concept has grown out of companies’ attempts to offer a better service to their
customers than their competitors are offering Gledhill (2002b). Within the hotel
industry, as identified above, one of the major elements appears to be the pursuit to
streamline back-office processes in order to achieve greater operational efficiencies.
Technology has revolutionised operations within the hotel industry as applications have
in evidence already managed to smoothly link front-office processes such as check-in,
with back-office functionality such as reservation details. Additionally, in order to
enhance their engagement in CRM, many hotel chains have invested in customised

systems. Notwithstanding, as is succinctly reminded by Chen and Popovich (2003:682),
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despite the crucial role that technology and people play within the CRM arena,

the philosophical bases of CRM: relationship marketing, customer profitability,
lifetime value, retention and satisfaction,
are in fact created through the business process management.

According to Cindy Estis Green, from Driving Revenue, a consultancy that aims to help
hotel companies add value to the data they collect from and about the customer, the
management of a database involves three crucial stages (Goymour, 2001). Firstly, when
all the data collected about a guest is consolidated into a usable set of information, the
automated cleaning of data must be conducted. Secondly, the analysis of the information
about the guests must be undergone in order for the hotel company to be able to
precisely target the most attractive prospects and discard those suspects who do not meet
the profiling criteria. Thirdly, the results of the targeting of specific guests must be
tracked in order to determine which guests responded to the campaigns. This step will
not only identify the profitable customers, but it will ultimately also indicate which
promotions and campaigns are successful. Subsequently, the adequacy of these can be

evaluated.

The general consensus is that an integrated and centralised database will enable a
complete view of the customers within a hotel chain. Such a database is expected to
collect ongoing information from all relevant sources and outlets, such as reservations
and other point of sale systems located within the various hotels. Information from
Customer satisfaction questionnaires, surveys or even emails can also be fed into the
database. The data would ideally be compiled so as to produce an integrated set of
information in order to produce a unified profile about each customer (Bentley, 2005).
According to Jane Waterworth, the marketing director at Shire Hotels, the standardising
of data is a process, which hotel companies should take seriously, as it is vital to
ascertain that they in fact are inputting the right data in their CRM system. According to
Steve Clarke, the account director at marketing database company CDMS, companies
Wwhich are serious about CRM must consolidate their data. Otherwise not only may
Customers end up receiving the same information from various sources, thereby diluting

marketing initiatives, but more specifically for the company, no full view of a
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customer’s behaviour would be achievable. Indeed, as emphasised by Bentley (2005),
without all the relevant information about a customer, any attempt to use data in a
meaningful and precise way to enhance loyalty schemes or even marketing campaigns

will be essentially flawed.

A central data warehouse can by all means combine information from many sources and
help consolidate a comprehensive and reliable a picture of a hotel's clients. Although
data warehouses can be clear and immediately accessible, Velibor Korolija, the
operations director with software specialist the Bromley Group, argues that for business
and marketing analysts, data warehouses are by no means enough. In fact, it 1s data
mining, a process which involves the analysis of the data in an attempt to seek
meaningful relationships not previously known, which Korolija advocates to be of

utmost importance (Davies, 2000).

Data mining refers to the process of retrieving data from a data warehouse for
analysis purposes. Data mining tools and technologies have been accredited by such
academics as Nemati and Barko (2003:282) with having the potential

to enhance the decision-making process by transforming data into valuable and
actionable knowledge to gain a competitive advantage.
Although many databases may by all means be deemed to be appropriate data

warehouses, it has been argued that the data mining process associated with many of
these has been consistently flawed. In actual fact, in spite of several academics
acknowledging the technological trend to rely on database marketing to acquire and
maintain extensive information on existing and potential customers (Krol, 1999; Long et
al., 1999; Moncrief and Cravens, 1999), such academics as Dyer (1998), Rich (2000),
Joplin (2001) and Overell (2004) provide evidence to confirm that companies are not
adequately using the information at their disposal to build and strengthen relationships

with customers.
According to Dyer (1998), many practitioners are failing to make optimum use of their
client databases because not only is their information not being updated, but the

available data is not even being analysed adequately so as to produce pertinent
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qualitative and quantitative information, from which future strategies and tactics could
be based. Yet, Murphy (2001) advocates that not only does personalized data have to
exist and be correct, but this data should also be correctly updated and be made available
to the rest of the organisation. Indeed, the general consensus is that this process should
be rigidly adhered to whichever channel of communication the customer uses to interact
with an organization (Keynote, 2002). Although this step may not already routinely be
adhered to within the hotel industry, there is an indication that some hotel chains have
integrated this process in their systems. For instance, from 2003 all bookings made for
any of the hotels within the Corus & Regal hotel chain have been redirected via the
central reservations office or to their new marketing database so that the information on
the database can be continuously updated. Accordingly, the records about existing
customers are consistently updated while the profiles of new customers are

automatically created (Key Note, 2003c).

Highlighting a different shortcoming, Rich (2000) argues that companies are failing to
use the information stored in their databases to build relationships with their customers
even though the latter could prove vital for marketers in their attempts to outperform
their competitors in terms of providing a better service to customers. According to
Overell (2004), marketers and companies are not even attempting to adequately analyse
the data to an accepted level of depth. In spite of such contentions, Michael Gadbury, the
vice-president of Aremissoft, a CRM software company, advocates that while two years
ago, arguably only ten percent of hotel companies showed interest in making use of the
data, which they had collected about their customers, this percentage has risen to almost
ninety percent in contemporary terms (Davies, 2001a). It is anticipated that in recent
years, even more companies have shown interest in adequately mining their customer

database.

Although the integrated process of capturing, sifting and interrogating data about
customers is flawed, companies have been so eager to capturing data about their
customers that according to Overell (2004:1), “many organisations are sitting on

mushrooming stockpiles of data”. This over zealous attitude towards the collection of
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data seems to have gripped the hotel companies too. Indeed, as is advocated by
Geoffrey Breeze, the vice-president of marketing and alliance development at Hilton
International, “hotels have far more information about their guests than they can
actually use” (Caterer and Hotelkeeper, 2000:14). Yet, Overell (2004) advocates that
the general consensus among database experts is that companies do not have much

more understanding of customers than they did prior to their embracing of CRM.

Nemati and Barko (2003:282) offer a plausible explanation for the limited benefits
reaped from data mining when they explain that although “management factors
affecting the implementation of IT projects have been widely studied”, “there 1s little
empirical research investigating the implementation of organizational data-mining
projects”. Furthermore, in pointing to a plausible differential level of expertise
between the collection of data and the actual mining and usage of this data, they also
shed light on the inadequacy of training for the people at the various stages of the
data mining process. For instance, it is notable that within the hotel industry,
technical systems tend not to be developed in-house (Luck, 2001) but commissioned
through expert agencies. While CRM systems are developed by experts in line with
specifications requested by a hotel company, once unfolded within an organization,
such systems tend to be monitored in-house. Luck suggests that internal employees
may not have the adequate level of expertise that some of the filtering processes may
call for. Furthermore, she also suggests that the high financial, human and
technological resources needed to keep a data mining system up to date may also
place too high demands on some companies. Arguably in attempts to curtail
limitations and perhaps to also enhance their CRM opportunities, hotel companies
have increasingly entered in partnerships with specialist agencies. While De Vere
Group Plc enlisted the GB group to help create more targeted and cost effective
database campaign, Thistle Hotels Ltd worked closely with Arnold Interactive to
design, develop and handle its online strategy to increase its database from 50,000 to
500,000 profiles by the end of 2003 and its series of e-marketing campaigns (Key
Note, 2003c).

99



As identified by Bradbury (2005), CRM is meant to not only help companies collect
information about guests, but even more importantly it is meant to help companies use
the information collected about its customers more effectively. One of the ultimate steps
within the data mining process is undeniably to cluster customers into segments, which
are not only meaningful but also reachable by CRM campaigns. According to Korolija,
it is by all means possible to cluster a hotel’s guests into very specific demographic
groups (Davies, 2000). In serving a number of closely-related purposes, customer
segmentation has been portrayed as a means of predicting behaviour (Clemons and Row,
2000), a method of detecting, evaluating and selecting homogeneous groups (Reichheld
and Schefter, 2000) and a way of identifying a target market for which a competitive
strategy can be formulated (Gulati and Garino, 2000). In more general terms, customer
segmentation is accredited with enabling the identification of key consumer groups so
that CRM programmes can be targeted effectively. Some hotel chains in evidence
acknowledge that the opportunities afforded by customer segmentation. For instance, in
an attempt to precisely and cost effectively target its guests, De Vere Group Plc
restructured its customer database in 2003 into a range of customer categories such as
debutantes and devoted stayers. This strategy was also intended to enhance cross-selling
across the various brands to existing customers. In the same year, Corus & Regal Hotels
Plc divided its database, which consisted of 68,000 profiles, into categories. These

spanned from cold prospects to loyal customers (Key Note, 2003c).

The varied outcomes of customer segmentation have been well documented. Benefits
such as added protection against subs