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RELATIONSHIP MARKETING 
Andreas Munzel, University of Montpellier 

 

1. Introduction: The importance of relationship marketing today 

 

The competitive landscape and the volatile economies that mark the modern world mean 

there is no way around the need to manage customers profitably in the long term. It is a 

more pressing issue than ever before. Data are easily available, so much that firms are 

overwhelmed, and the amount doubles every 18 months. New trends, such as the rise of 

social media and apps, then arrive to create new relationship marketing challenges for 

companies. 

 

Firms face gradual but still seismic changes with respect to three major forces: consumers 

(e.g., aging populations, and increasing individualization, increased use of social media and 

apps, use of real time data, increased needs for convenience and demand for experiences 

and authenticity), marketplaces (e.g., intensified competition and difficult differentiation), 

and marketing functions (e.g., decreasing marketing efficiency and effectiveness, 

increasing pressure for marketing accountability). It is important to understand those 

changes to function successfully in the marketplace. 

 

Many of the changes that the marketer faces today are related to the digital 

transformation firms, marketplaces, and the society in large. Recent events and the 

COVID-19 pandemic have further accelerated this trend. While many firms in a multitude 

of industries face turbulences in keeping up with the accelerated digitalization of 

consumers’ and customers’ lives, relationship marketing potentially provides the most 

substantial and meaningful sustainable advantage for firms in the digital age1. As you will 

see in this chapter, relationship marketing relies on the core competency to see 

customers not as receivers of marketing messages and data points behind transactions 

with the firm, but as equivalent, relational partners. This understanding seems to be more 

appropriate in the digital era in which consumers have often increased levels of 

knowledge, self-confidence, and power in their interactions with companies. Customers 

and firms can now engage directly through social media, for instance, making relational 

exchanges and interactions possible without intermediaries such as retailers.  

 

 
1 Palamatier, R. & Steinhoff, L. (2019): Relationship Marketing in the Digital Age, Routledge, New York. pp. 30 et sqq. 
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Furthermore, relationship marketing celebrates customer heterogeneity by accounting 

for differences across consumers and customers through personalization and purposeful 

targeting. Amplified by digital technologies, customers can today customize their 

experiences, products, and services, and expect firms and brands to personalize 

interactions. Relational marketing approaches seem to better fit and are better prepared 

to heightened expectations by customers.   

 

In the digital age, we also witness the beforementioned datafication of firms and society. 

The term of customer relationship management (CRM) still has a strong IT-related 

understanding that relates to the strong link that exists between relationship marketing 

and the analysis of customer data (e.g., collected through loyalty programs) by leveraging 

It. Today, big data comes with big challenges for marketing capabilities2. Relationship 

marketing’s experiences and competencies in collecting, handling, analyzing, and 

generating customer insights based on data bears huge potential in this new data-rich 

digital era.  

 

This chapter introduces the reader to relationship marketing and outlines the major factors 

that influence relational approaches in companies; it also introduces a customer-centric 

management approach and shows how the evolution of relationship marketing points to 

a new understanding. We will further discuss how relationship marketing and customer 

centricity principles shape the relational processes between customers and firms from 

customer acquisition and onboarding, through customer retention and development to 

customer recovery and relationship termination.  

 

 

2. Evolution of Relationship Marketing: Towards Relational Approaches in Marketing 

 

2.1 From transactional towards relational approaches in marketing 

 

Understanding customers as triggers for transactions and as (passive) recipients of 

services and products has fundamentally changed in recent years. Initially, we move from 

a perspective that focuses on each transaction to a continuous orientation that re-

connects all transactions (and other touchpoints) with a customer in a relational vision. 

Therefore, we can understand the customer relationship as the sequence of separate but 

 
2 Suoniemi, S., Meyer-Waarden, L., Munzel, A., Zablah, A.R., Straub, D. (2020): Big data and firm performance: The roles of 
market-directed capabilities and business strategy, Information & Management, 57(7), p. 103365. 
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interdependent and non-random transactions with a customer. Moreover, in taking a 

relational perspective in marketing, we often talk about different interactions between the 

customer and the company. Dynamic processes characterize these interactions as they 

often extend over time. It also seems important to emphasize that a relationship goes 

beyond a sequence of transactions and thus a purely behavioral view of the relationship: 

the relational orientation includes behavioral, cognitive, and affective dimensions at the 

same time. Finally, we can also understand the relationship as a state of recognition 

towards the partner, facilitating any future exchange between the parties.     

 

The fundamental idea that it is relationships - and not isolated transactions - that shape 

economic exchanges in some way is not new. Although relationships shaped business 

exchanges for several hundreds of years, the concept of relational marketing appeared in 

the literature as early as the early 1980s. The first works for practitioners were published 

ten years later. Based on these advancements, academia called for a change in paradigms 

from a transactional to a relational orientation in marketing. Studies corroborate this 

claimed change in paradigms by showing that, for instance, a 5% increase in customer 

retention led to improved profits by 25-85% depending on the industry and market3.  

 

Thanks to the customers’ expected loyalty effects, organizations multiplied efforts in 

customer retention and loyalty, for example, through a large deployment of loyalty 

programs. Until today, customer loyalty remains a key concept in firms’ relational efforts.  

 

A customer’s potential to bring in new, profitable customers to the firm – or the customers’ 

referral or influencer value – adds value to the firm. With a multitude of online platforms 

such as social media or online review sites, customers now have a wide range of 

possibilities to spread the positive (and negative) word about a firm and its offerings 

among peer consumers. In light of a decreasing effectiveness of marketing-induced 

communication (such as mass media advertising), customer-induced referrals and word-

of-mouth communication behaviors play an important role today: recent studies show that 

offline (e.g., product-related conversations among friends) and online word-of-mouth 

(e.g., a product review on Facebook) directly explain 19% of overall sales4. After The 

Loyalty Effect, published in 1996, Reichheld again widely shapes marketing practice until 

 
3 Reichheld, F.F. & Sasser, W.E. Jr. (1990): Zero-defections: Quality comes to services, Harvard Business Review, 69(5), pp. 
105-111. 
4 Fay, B., Keller, E., Larkin, R., & Pauwels, K. (2019): Deriving value from conversations about your brand, MIT Sloan 
Management Review, Winter. 
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today with his book The Ultimate Question, published in 20065. In his book, the consultant 

and researcher introduces the declared likelihood of a customer to recommend the firm 

and its offerings to peers as the ultimate question to ask. Based on responses, firms then 

could calculate the Net Promoter Score (NPS; cf. Box 1).  

 

Box 1: Net Promoter Score (NPS)6 

The leading customer metric used by businesses today is the Net Promoter Score (NPS). 

Although many academics dislike its simplicity, practitioners appreciate the single 

question idea and its calculation by subtracting detractors (i.e., customers who are less 

likely to recommend and, thus check boxes 0 to 6) from promoters (i.e., customers who 

are extremely likely to talk about the firm to peers and, thus, check 9 or 10 on the scale).  

 

 

 

According to studies, NPS correlates with firm performance, meaning that, the higher the 

score the better off the firm financially. 

 

While advocates of customer loyalty and customer referral behaviors highlight the 

financial consequences on the firm’s performance, practitioners perceived an increasing 

level of disenchantment with relational efforts such as loyalty program due to a lack or 

small magnitude in actual effects on profits. Practitioners and academics alike came to 

the recognition that deploying identical relationship marketing efforts to all customers 

was not profitable. As a consequence, firms started to adopt a more differentiated 

 
5 Reichheld, F.F. (2006): The Ultimate Question: Driving Good Profits and True Growth, Harvard Business School Press, 
Boston. 
6 Reichheld, F.F. (2006), pp. 19 & 31. 
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approach depending on the expected and current value that a customer brings to the firm. 

This recognition, thus, led to a complement of a relationship (as opposed to a 

transactional) perspective in marketing by value orientation. In the upcoming section, we 

will introduce customer centricity as a concept that combines customer relationship 

orientations with an approach that celebrates customer heterogeneity in terms of value 

contributions.     

 

2.2 From product-centric to customer-centric views in marketing 

 

The product-centric view of the firm relies on the assumption that all strategic advantage 

is based on the product and the product expertise behind those products. To build and 

leverage this expertise, divisions and teams are set up around products. Furthermore, the 

long-term focus of the firm is about strengthening the product portfolio and constantly 

finding new ways to expand it (e.g., through product- or product-related innovations). This 

product-centric orientation roots itself in the early years of the marketing field in the 1920s 

that was focused on commodities exchange and the functions that needed to be 

performed to facilitate the exchange of goods through marketing institutions7. Even 

though the 1950s marked a change in perspective towards more attention brought to 

customer focus within marketing functions, it was not before the 1990 that customer 

centricity actually gathered momentum.  

 

Table 1: Product vs Customer Centricity8 

 

 Product-centric approach Customer-centric 

approach 

Basic philosophy Sell products; we'll sell to 

whoever will buy 

Serve customers; all 

decisions start with the 

customer and 

opportunities for 

advantage 

Business orientation Transaction-oriented Relationship-oriented 

 
7 Here and in the following: Shah, D., Rust, R.T., Parasuraman, A., Staelin, R., & Day, G.S. (2006): The path to customer 
centricity, Journal of Service Research, 9(2), pp.113-115. 
8 Shah, D., Rust, R.T., Parasuraman, A., Staelin, R., & Day, G.S. (2006): The path to customer centricity, Journal of Service 
Research, 9(2), p.115. 
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Product positioning Highlight product features 

and advantages 

Highlight product's 

benefits in terms of 

meeting individual 

customer needs 

Organizational structure Product profit centers, 

product managers, 

product sales team 

Customer segment 

centers, customer 

relationship managers, 

customer segment sales 

team 

Organizational focus Internally focused, new 

product development, new 

account development, 

market share growth; 

customer relations are 

issues for the marketing 

department 

Externally focused, 

customer relationship 

development, profitability 

through customer loyalty; 

employees are customer 

advocates 

Performance metrics Number of new products, 

profitability per product, 

market share by 

product/subbrands 

Share of wallet of 

customers, customer 

satisfaction, customer 

lifetime value, customer 

equity 

  

Confronting product-centric and customer-centric views of the organization also involves 

the confrontation of two of the marketer’s central assets: brands and customers. Brand 

management and branding strategies can be considered as being widely product-

oriented, while relationship marketing and customer relationship management deal with 

the customer. We can observe that brands and customers remain often two, somewhat 

distinct, schools of thought within the marketing discipline today. This difference is 

particularly influenced by the differentiation of industries and product categories: to 

simplify this differentiation, we could say that brands play an important role, for example, 

in the case of fast-moving consumer goods (or FMCG), where interpersonal relationships 

remain scarce and where the brand, thus, potentially serves to anchor customers’ trust. 

Customer and relationship orientations have a longer tradition in service industries and 

also business-to-business (B2B) markets, in which a firm’s revenues largely depend on 
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often a few key customers. Here interpersonal relationships play an essential role in the 

success of firms. It, thus, comes with no surprise that those industries put the customer 

and their relationships in the center of their attention.  

 

However, thinking that the product-centric versus customer-centric or brand versus 

customer relationships debates are solely explained by industry and product category 

differences, seems too simple. For instance, the before mentioned discussion of brands 

versus customer relationships might incept that brands and branding do not play any role 

in customer-centric firms. This is not entirely true. While brands potentially lose their 

center-stage position as compared to product-centric firms, brands could contribute to 

customer-centric companies to leverage the stages of the customer relationship: it could 

make customer acquisition just a little bit easier or make the customer remain just a little 

bit longer in the relationship with the firm. Brands can, thus, become an important enabler 

and facilitate the success of relationship marketing strategies.  

 

After those generalities, we should look into what customer centricity actually refers to. 

According to Fader, customer centricity “is a strategy that aligns a company’s 

development and delivery of its products and services with the current and future needs 

of a select set of customers in order to maximize their long-term financial value to the 

firm”9. This definition resonates with one of the major complexities in marketing: all 

customers differ10. The capacity of marketers to manage customer heterogeneity is a 

central principle in marketing and customer centricity celebrates this heterogeneity: 

customer centricity fundamentally acknowledges that not all customers are created 

equal and, thus, do not all deserve an equal share of a firm’s valuable time and resources. 

A customer-centric strategy involves a commitment to identify those customers who 

matter most and are willing to dedicate disproportionate amounts of resources not only 

to understand what those customers want but to deliver what they want. By extension, 

customer centricity enables the firm to create a stable, lucrative, and ever-more profitable 

future11.   

 

Let’s dig a little bit deeper into this understanding by highlighting what a customer-centric 

strategy involves for the firm internally (i.e., organizational structures) and externally (i.e., 

 
9 Fader, P. (2020): Customer Centricity: Focus on the Right Customers for Strategic Advantage, Third Edition, Wharton 
School Press, Philadelphia, p. 54. 
10 For a detailed look into a first principles approach to marketing: Palmatier, R.W. & Sridhar, S. (2017): Marketing Strategy 
Based on First Principles and Data Analytics, Palgrave, London.  
11 Fader, P. (2020): Customer Centricity: Focus on the Right Customers for Strategic Advantage, Third Edition, Wharton 
School Press, Philadelphia, p. 54. 
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the firm’s perceived customer centricity). On the organizational level, customer centricity 

relates to the alignment of each business unit with a specific customer group, which 

facilitates the firm’s knowledge of and commitment to each customer group. According 

to research, firms with customer-centric structures appear to outperform internally 

oriented peers, by achieving deeper and more satisfactory customer relationships, as well 

as greater customer value12. Box ?? depicts Dell’s corporate realignment around customer 

groups (e.g., large enterprise, public, small and medium business, consumer) through 

which, the firm sought to understand and address the unique challenges faced by each 

customer segment.  

 

Figure 1: Product- vs customer-centric organizational structures – the case of Dell13 

 

 

 

If the firm successfully aligns its structure and processes to, customers should also be 

able to perceive the organization’s customer-centric strategy. Understood as “the degree 

 
12 Shah, D., Rust, R.T., Parasuraman, A., Staelin, R., & Day, G.S. (2006): The path to customer centricity, Journal of Service 
Research, 9(2), pp. 116-117. 
13 Palamatier, R. & Steinhoff, L. (2019): Relationship Marketing in the Digital Age, Routledge, New York. p.157. 
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to which a customer perceives a firm to put customers’ interests at the center of all of its 

actions”14, perceived customer centricity was shown to influence customer loyalty and 

sales revenues15. Many firms today work towards customer centricity-aligned 

positionings: amazon, for instance, aims at being “Earth’s most customer-centric 

company”16 and continuously strives towards this goal. Perceived customer centricity also 

seems to be of particular interest for firms with a high price positioning as compared to 

competitors, as customers often expect special treatment in return17.  

 

 

Box 2: Measuring the firm’s perceived customer centricity18 

1. We as a customer are at the center of [firm]’s actions.  

2. [Firm] caters its actions entirely to us as a customer.  

3. For [firm] we play the undeniable primary role. 

4. The customers are the top priority for [firm]. 

5. [Firm] is a customer-centric firm. 

6. [Firm] lives the idea of “customer centricity.” 

 

 

As described, the increasing disillusionment in corporate practice with these customer 

loyalty measures and the failure to achieve the expected effects on profitability was also 

supported by the results of business research. The realization that not all customers 

should be addressed identically and that the return on investment in relationships with 

different customers varies, led to the relationship orientation being supplemented by a 

value-oriented understanding. This evolution in relational practices of firms was tackled 

by both preceding sub-sections: while moving from transactional to relational orientations 

in marketing has put emphasis on customer loyalty, the customer-centric view celebrates 

customer heterogeneity and accounts for customer value and equity as leading 

principles.  

 

 

3. Customer Centricity and Strategic Customer Relationship Management 

 
14 Habel, J., Kassemeier, R., Alavi, S., Haaf, P., Schmitz, C., & Wieseke, J. (2020): When do customers perceive customer 
centricity? The role of a firm’s and salespeople’s customer orientation, Journal of Personal Selling & Sales Management, 
40(1), p. 28. 
15 Habel, J. et al. (2020), p. 35/36. 
16 https://www.amazon.jobs/en/working/working-amazon (last accessed on November 30, 2020). 
17 Wetzel, H.A., Hammerschmidt, M., & Zablah, A.R. (2014): Gratitude versus entitlement: A dual process model of the 
profitability implications of customer prioritization, Journal of Marketing, 78(2), pp. 1-19. 
18 Habel, J. et al. (2020), p. 31. 
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Aligned to the needs of the customers, the goal is to satisfy the own current as well as 

potential customers more than the competitors. Based on observations that a 5% increase 

of customer retention leads to profit increases between 25 and 85%19, customer 

satisfaction, customer loyalty, and loyalty management are in the center of the 

considerations.  

 

However, the premise of retaining every customer for as long as possible has been 

replaced by an increasing value orientation and the realization that not all customers 

contribute equally to the achievement of the company's goals, but that valuable customer 

relationships have a decisive influence on the future success of the company. Some 

studies underline the importance of different value contributions. 

 

The systematic identification of the most profitable or valuable customers is becoming 

increasingly important for the company. Only by determining the value contributions of a 

customer can customer value be further increased and thus the customer relationship can 

be successfully developed for both sides.  

 

3.1 The value of the customer and Customer Lifetime Value (CLV) 

 

Customer Lifetime Value (CLV) is, today, a major marketing metric and can be understood 

as the monetary value of a customer relationship based on the present value of the 

projected future cash flows from the customer relationship20. By summing up all CLVs of 

a businesses’ customers, we obtain customer equity as an important value of the firm’s 

customer asset. Before we will go on an discuss the different stages of customer 

relationships, it is important to clarify the foundations of what CLV includes and how it is 

calculated. Box 3 shows Customer Lifetime Value in action in the example of Disney+, 

Disney’s streaming platform that was launched in France in April 2020.  

 

Box 3: Customer Lifetime Value in Action21 

 
19 Reichheld, F.F. & Sasser, W.E.Jr. (1990): Zero-defections: quality comes to service, Harvard Business Review, 69(5), pp. 
101 et sqq. 
20 Bendle, N.T., Farris, P.W., Pfeifer, P.E., & Reibstein, D.J. (2016): Marketing Metrics - The Manager’s Guide to Measuring 
Marketing Performance, Third Edition, Pearson, Upper Saddle River, NJ, pp. 173 et sqq. 
21 The following example was adapted from Gupta, S. (2020): Quantitative Analysis in Marketing, Harvard Business School 
Publishing (9-520-091).   
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In November 2019, the streaming platform Disney+ was able to attract more than 73 million 

subscribers within one year22 thanks to new TV shows such as The Manadalorian and its 

huge catalogue of classics. The streaming services debuted in France on April 7, 2020, 

offering a subscription for €6.99 per month or €69.99 per year. Many of its worldwide 

subscribers were fans of Disney and maybe did not receive any advertising to sign up. 

These customers would generate revenue over several months or years, so we need to 

consider future revenue. 

 

Assume that after the initial burst of subscribers, Disney ran several ad campaigns to 

acquire new subscribers. Disney estimates its customer acquisition costs (CAC) as €200 

and average annual revenue of €60, net of discounts and promotional offers. These 

customers would provide recurring revenue but not all of them would stay with the 

company in the future. In other words, the retention rate for Disney+ will be less than 100%. 

Let’s assume that based on its own data as well as data from other streaming providers, 

Disney estimates its annual retention rate to be 80%.  

 

Is it profitable to acquire customers at a CAC of €200?   

 

To address this question, we need to estimate customer lifetime value or CLV. One simple 

way to estimate CLV is: 

 

CLV = m ∗ T 

 

Where m is a customer’s annual contribution margin, and T is the expected life (in years) 

of a customer with the firm. Customer’s expected lifetime can be estimated as: 

 

T = 	
1

(1 − r)
= 	

1
Churn	Rate

 

 

Where r is the annual retention rate, and (1-r) is the annual churn rate. 

 

 
22 https://www.cnetfrance.fr/news/disney-deja-presque-75-millions-d-abonnes-1-an-apres-le-lancement-us-
39912915.htm (last accessed on November 30, 2020).  
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For Disney, 80% retention rate or 20% churn rate implies expected life of a customer as 5 

years. Since marginal cost of an additional customer for digital service is close to zero, the 

annual margin per customer is equal to the average annual revenue of €60.  

 

A simplified CLV calculation reveals that a subscriber’s value to Disney is €300: 

 

CLV = m ∗	
1

(1 − r)
= €60 ∗	

1
0,2

= €300 

 

However, this simple calculation ignores the time value of future profits: the relationship 

investment of €200 to acquire a new subscriber is done today, while the revenues come 

in in the future. As financially speaking, we have a time preference for the present, we 

need to discount future profits to the present (similar to the concept of net present value, 

NPV).  

 

CLV is the present value of all future stream of profits from a customer, considering the 

possibility that a customer may leave the firm in the future. We can use a spreadsheet to 

calculate CLV, or if we assume constant margin (m) and constant retention rate (r), then 

CLV can be written as: 

 

CLV = m+	
m ∗ r
(1 + i)

+	
m ∗ r!

(1 + i)!
+⋯ 

 

This formulation assumes the following: 

Customer pays at the time of acquisition (e.g., at the time of signing up for Disney+), which 

generates margin “m” for the company, 

At the end of year 1, “r” percent (e.g., 80%) of customers stay with the firm and we get a 

margin “m” which is discounted at the discount rate “i” to get the present value of future 

profits. In our example, we assume that the discount rate is 10%.  

At the end of year 2, r2 customers stay with the firm, and so on.   

 

The preceding equation is a geometric series that can be rewritten as: 
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CLV = 	
m(1 + i)
(1 + i − r)

 

 

To exemplify the retention rate, we could estimate, how many of the acquired subscribers 

today (year 0) will still be subscribers at the end of year 3:  

 

r" = 0,8" = 0,512 = 51,2% 

Even with a retention rate of 80%, which looks good on paper, Disney+ loses roughly half 

of its subscribers within three years.  

 

Now, let’s tackle the key question: Is it profitable for Disney to acquire customers for $200? 

 

The discounted CLV calculation for the example is as follows: 

 

CLV = 	
m(1 + i)
(1 + i − r)

= 	
€60 ∗ (1 + 0,1)
(1 + 0,1 − 0,8)

= €220 

 

As our discounted CLV of €220 is bigger than the acquisition costs of €200€, we can 

come to the conclusion that the acquisition is profitable.  

 

Let’s stick with the example a bit longer and imagine that – instead of 80% - Disney was 

able to increase its retention rate to 90%, for example, through a better customer 

experience. What would be the new CLV? 

 

CLV = 	
m(1 + i)
(1 + i − r)

= 	
€60 ∗ (1 + 0,1)
(1 + 0,1 − 0,9)

= €330 

By increasing the retention rate by 12.5% from 80 to 90%, Disney increases its subscribers’ 

CLV by 50%. Among all potential improvements of the CLV parameters (including profit 

margin (price increase or reduction of cost to serve) and discount rate) or lowering 

customer acquisition costs, it’s retention rate that affects the value of the customer the 

most.  
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To complete this example, let’s assume that Disney’s retention rate drops from 80 to 70% 

- a decrease by 12.5%.  

 

CLV = 	
m(1 + i)
(1 + i − r)

= 	
€60 ∗ (1 + 0,1)
(1 + 0,1 − 0,7)

= €165 

   

A 12.5% decrease in retention results in a 25% drop in CLV from €220 to €165.  

 

The example in Box 3 underlines the importance of increasing customer retention, an 

important component of customer loyalty. Furthermore, we also learn through the Disney+ 

example that CLV is an important criterion to assess the profitability of customer 

acquisition strategies.  

 

By keeping in mind the CLV concept as key component of customer centricity, we will 

have a closer look into the customer relationship process including customer 

identification and acquisition strategies, and customer retention and development 

approaches.   

 

3.2 The customer relationship as a process and relationship investments 

 

In a way, relationship marketing efforts are like any other marketing tactics. Managers 

devote substantial time and money to them, with the assumption that doing so ultimately 

will improve company performance. Yet similar to resources assigned to advertising, 

public relations, or celebrity endorsements, it is difficult to specify the returns on 

investments in relationship marketing, in terms of their actual financial and nonfinancial 

impacts or the precise routes through which they improve performance. Relationship 

marketing investments consist of dedicated relationship marketing strategies or 

programs, designed and implemented to build, grow, and maintain strong customer–

company relational bonds by stimulating favorable relational mechanisms among 

customers. We can organize relationship marketing programs according to their financial, 

social, or structural focus. Some components may overlap within a specific program (e.g., 

loyalty programs often involve both financial and social components), but distinguishing 
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financial, social, and structural relationship marketing investments provides an effective, 

parsimonious grouping23.  

 

Financial relationship marketing investments refer to the Provision of direct economic 

benefits in exchange for past or future customer loyalty, includes special discounts, free 

products to generate incremental sales, and other incentives that easily may be converted 

to cost savings (e.g., free shipping; extended payment terms). Amazon’s Prime program 

might be a good example of financial relationship marketing investments: in exchange of 

an attractively low price of €49, Prime customers benefit from free premium shipping 

within one day for a multitude of products and even within the same day for several 

products and for deliveries in Paris, Lyon, Aix-en-Provence, and Marseille24. 

 

Social relationship marketing investments include efforts to personalize the relationship 

and convey special status, entails social engagements such as meals and sporting events 

and therefore may vary from ad hoc, low-cost interactions to expensive, formal 

recognitions. Many stores in France, for example, invite loyalty card holders for private 

shopping events even before the sales seasons start.   

 

Finally, structural relationship marketing investments offer tangible, value-added benefits 

that are difficult for customers to supply themselves, may include electronic order-

processing interfaces, customized packaging, or other custom procedural changes. 

Apple, beyond producing and selling computers and other devices, has long understood 

the importance of building customer relationships through seminars and workshops 

hosted in Apple stores to help customers enhance their know-how and extract more value 

from their Apple products.  

 

Relationship investments are needed fur successful relational efforts and strategies of the 

firm in all stages of the customer relationship with the firm. Figure 2 depicts the main 

stages of the customer relationship from customer acquisition and onboarding through 

customer retention and relationship development to customer recovery and termination 

approaches. With the clear recognition that relationships consist of various stages, often 

following a common pattern of growth, we can establish that engagement develops over 

 
23 Here and in the following: Palamatier, R. & Steinhoff, L. (2019): Relationship Marketing in the Digital Age, Routledge, New 
York. p.88.  
24 
https://www.amazon.fr/b/ref=pmp_footer_shipping?node=13678252031&ie=UTF8&ms3_c=0df12d50534b1960f58e47d725
25b68f (last accessed on December 1, 2020). 
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time. In turn, the relationship marketing tactics that are appropriate and that reflect the 

changing exchange must shift dynamically across stages. Even when scholars specify 

different numbers of substages or adopt varying terminology to refer to similar ideas, we 

can identify four main stages in extant research: identifying and acquiring, retaining and 

developing, maintaining, and terminating25.  

 

Figure 2: Stages in the Customer Relationship 

 

 

 

 

The aim of customer centricity is to address the customer according to his potential in the 

various phases of his relationship with the company. In the following, the phases from 

customer acquisition to customer recovery will be briefly explained against the 

background of customer value-based management of the relationship.  

 

3.3 Customer acquisition strategies 

 

This section focuses on customer acquisition and provides strategies that firms deploy in 

efforts to maximize the value of the customers they acquire. Customer acquisition signifies 

the beginning of the customer’s lifetime. As noted earlier, you often have more control 

over the kinds of customers you bring in as opposed to trying to change them after they’ve 

been acquired. We should point out that this statement runs in direct opposition to a 

 
25 Palmatier, R. & Steinhoff, L. (2019): Relationship Marketing in the Digital Age, Routledge, New York. p.9. 
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common but misguided piece of business advice: It costs [X] times more to acquire a new 

customer than to retain an existing one, so you should focus on the ones you already have. 

This traditional volume-oriented (and cost-minimizing) perspective arises from product-

centric thinking as opposed to a more long-term, CLV-oriented, customer-centric 

approach. 

 

Recognizing that not all customers are created equal gives you the opportunity to view 

acquisition as a truly strategic weapon, and not just a tactical exercise that sees generic 

customers as the fuel for a product-driven strategy. Interestingly, while businesses were 

concentrating their efforts on acquiring new customers before the so-called paradigm 

shift from transaction to relationship marketing, practitioners and academics dedicated 

more attention to customer retention. As a consequence, customer acquisition has 

become a secondary concern for firms. While the balance between customer acquisition 

and retention strategies also depends of the firm’s maturity phase, marketers in many 

industries face the leaky bucket problem: studies show that 25% or more of customers 

may need replacing annually26. And even firms with effective customer win-back 

strategies in place face churn due to a second major complexity in marketing: all 

customers change27. Thus, defection can, for instance, result from customer dynamics 

such that their personal circumstances change and that the firm’s offering no longer fits 

their evolved needs.  

 

For those reasons – the strategic importance of customer-centric acquisition strategies 

and the leaky bucket problem – developing effective and successful customer acquisition 

strategies is paramount. While a transactional perspective on customer acquisition starts 

and ends with a customer’s first purchase, a process-oriented view also includes 

nonpurchase encounters that precede and follow the first purchase28. The process-

oriented perspective, hence, starts the customer acquisition management process with 

the first contact, typically even before the first purchase occurs. With the first purchase, a 

second step in customer acquisition management involves an onboarding process, a 

planned process through which new customers are introduced to the firm. The aim of this 

onboarding process is to improve long-term satisfaction and loyalty.  

 

 
26 Ang, L. & Buttle, F. (2006): Managing for successful customer acquisition: an exploration, Journal of Marketing 
Management, 22(3-4), p. 296. 
27 Palmatier, R.W. & Sridhar, S. (2017): Marketing Strategy Based on First Principles and Data Analytics, Palgrave, London, p. 
81.  
28 Blattberg, R.C., Getz, G., & Thomas, J.S. (2001): Customer Equity: Building and Managing Relationships as Valuable Assets, 
Harvard Business School Press, Boston, p. 36. 
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According to distinctions between a broad (i.e., casting a wide net in order to gain many 

new customers) and a selective (i.e., acquiring fewer but higher-quality customers through 

more precise targeting approaches) customer acquisition strategy, on one side, and direct 

(i.e., for known prospects) versus indirect (i.e., for unknown prospects) customer 

acquisition tactics, Fader and Toms offer a concise overview of customer acquisition 

techniques (cf. Table 2)29.  

 

Table 2: Types of customer acquisition strategies and tactics30 

 

  Strategy 

  Broad Selective 

Tactics 

Direct • Lead generation 

• Telemarketing 

• Canvassing 

• Profiling/scoring 

• Lookalike methods 

• Social network neighbor 

methods 

Indirect • Mass marketing 

• Random seeding 

• Word-of-mouth 

• Influential seeding 

• Referrals 

• 2nd degree targeting 

    

The direct-broad approach targets specific individual customers, but little is known about 

these potential leads. Here, companies develop or purchase a list of potential prospects 

and then decide which ones to target. Though the names, addresses, phone numbers, 

and other high-level details are provided, little else is known about these leads. Examples 

of how these leads are reached broadly following this approach include telemarketing, 

Google marketing, and canvassing (i.e., cold-calling). 

 

In the direct-selective approach, marketers usually use two sets of models to describe 

and then find good customers. They start with their own datasets and run profiling models 

that help identify the characteristics that best distinguish high-quality customers from 

lesser ones. Once marketers have developed the right profile, they turn to external 

 
29 Here and in the following: Fader, P.S. & Toms, S.E. (2018): The Customer Centricity Playbook - Implement a Winning 
Strategy Driven by Customer Lifetime Value, Wharton School Press, Philadelphia, PA, pp. 63 et sqq. 
30 Fader, P.S. & Toms, S.E. (2018), p. 63 
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prospect lists and scoring models to determine which prospects seem to most closely fit 

that profile. One popular method of implementing this process is by using the “Lookalike 

Audiences” service that Facebook offers (cf. Box ??). Today’s rich datasets and “real-time” 

analytical tools make this kind of exercise easy, but this trend also highlights the 

importance of the quality of the databases that serve as starting point.  

 

 

Box 4: Facebook Lookalike Audiences 

Similar to Google and other platforms, Facebook offers a “Lookalike Audiences” service to 

marketers. The service is a customer acquisition tool that aims at reaching new people 

who are likely to be interested in the firm’s products and services because they are similar 

to the firm’s (best) existing customers. The approach is straightforward: based on a source 

audience (e.g., subscribers of the firm’s newsletter, users of the firm’s app, the firm’s 

website visitors through Facebook pixel, or a created list of people who interacted with 

the firm offline by phone or other channels), Facebook identifies common qualities of the 

people in this source audience and delivers the firm’s ad to an audience of people who 

are similar to (or look like) members of the source audience. This informed targeting 

approach potentially optimizes media spend and lowers the cost of acquisition of new 

customers.  

 

Interestingly, Facebook’s Lookalike Audiences service includes a value-based approach 

that includes customer lifetime value considerations in the process. By adding a CLV 

column to the source audience file, the lookalike audience will then be made up of the 

people who are most similar to the highest value customers (e.g., a combination of the 

frequency of customer purchases, amount spent by customer purchase, and the potential 

duration of the relationship).   

 

Through the application of network-based marketing – that include marketing techniques 

that take advantage of links between consumers to increase sales31 – to a direct-selective 

approach to customer acquisition, marketers target prior purchasers’ social network 

neighbors. An example that used this network targeting mode of network-based 

marketing was the often-cited launch strategy by Hotmail in 1996 (the service was 

 
31 Hill, S., Provost, F., & Volinsky, C. (2006): Network-based marketing: identifying likely adopters via consumer networks, 
Statistical Science, 21(2), p. 256. In addition to the network targeting mode of network-based marketing that we will 
discuss here, the approach also includes two additional modes: explicit (e.g., through word-of-mouth communication) and 
implicit advocacy (e.g., through the visibility of the customer’s adoption and use of a product or service). We will come 
back to these network-based marketing modes in the indirect acquisition techniques. 
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acquired by Microsoft in 1998): free e-mail service appended to the bottom of every 

outgoing e-mail message the hyperlinked advertisement, “Get your free e-mail at 

Hotmail,” thereby targeting the social neighbors of every current user. Still today, we 

observe similar approaches, for instance, by smartphone manufacturers such as Apple 

and Samsung, where the default settings in the email applications include a “sent from” 

signature that states the brand. Studies have shown that the network neighbor-oriented 

customer acquisition technique is effective: consumers who are linked to a prior customer 

purchase a product or adopt a service at a rate 3-5 times greater than baseline groups 

selected based on the best practices of the firm’s marketing team32. Those results also 

highlight the strategic importance of customer acquisition for customer centricity: 

according to the “birds of a feather flock together” assumption of social networks (i.e., 

people are friends with others who are like-minded and share similar characteristics), we 

could expect a higher probability that high-value customers are also “friends” with other 

high-potential consumers.  

 

Mass marketing is a prime example of an indirect-broad approach. This approach is all 

about casting the widest net to reach as many (unidentifiable) customers as possible. 

Traditionally, this approach brings to mind TV ads, billboards, and sponsorship activities—

mass advertising where a company has taken painstaking care to craft the perfect 

marketing message about why its product is the best. But often there are other forces in 

the marketplace, where word gets out about a product in ways that, for better or worse, 

the company has no control over. As much as 19% of consumer purchases could be traced 

to consumers talking to friends, relatives, colleagues, or others (some of whom they knew 

only through social media) about brands33. Interestingly, and in terms of customer equity 

(i.e., the sum of all the firm’s customers’ lifetime values), marketing-induced customer 

acquisition (e.g., through mass media communication such as television) adds more short-

term value, but customers acquired through spontaneous word-of-mouth (e.g., 

recommendations from friends and colleagues) add nearly twice as much long-term 

value to the firm34. 

 

In the indirect-selective approach, companies look for customers who have something in 

common with their existing high-value customers, but the company doesn’t necessarily 

 
32 Hill et al. (2006), p. 256. 
33 Fay, B., Keller, E., Larkin, R., & Pauwels, K. (2018): Deriving value from conversations about your brand, MIT Sloan 
Management Review, 60(2, pp. 73/74. 
34 Villanueva, J., Yoo, S., & Hanssens, D.M. (2008): The impact of marketing-induced versus word-of-mouth customer 
acquisition on customer equity growth, Journal of Marketing Research, 45(1), p. 48. 
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know who the candidate prospects are—in other words, there is no list of prospects to 

match up with. Facebook’s value-based lookalike audiences (cf. Box ??) also matches this 

category of acquisition techniques. The classic case, though, is referral, where businesses 

ask customers to bring in a friend or colleague. As compared to word-of-mouth 

communication that is customer-induced and spontaneous, referrals are usually 

marketing-induced and involve some sort of reward either for the referrer, the referee, or 

both.  

 

Box 5: Airbnb referral programs 

The platform Airbnb has developed a referral program structure that relates to its two 

main customer types: guests and hosts. Existing users can invite friends who will need to 

sign up to the platform using the link provided by the friend. The referee guest will then 

receive €40 off the first stay and an additional discount of €10 toward an Airbnb 

Experience of €40 or more. In this case, the referee receives a total reward of €50. 

Additionally, to acquire new hosts, the platform also extends its referral program to hosts. 

In this case, the referrer receives a reward, which is location- and role (i.e., host refers a 

new host; guest refers a new host; superhost refers a new host)-dependent.  

 

 

Source: https://all-about-airbnb.com/post/129235581316/airbnb-new-host-referral-

program  
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Customer acquisition through referrals has – in addition to the high-value customers 

attract other potential new high-value customers assumption explained earlier – 

advantages as the cost is often far less for acquiring referred customers than the overhead 

involved with acquiring customers via other channels. 

 

Another indirect-selective approach is influential seeding. The idea behind so-called 

seeded marketing campaigns (SMCs) is to select a certain number of customers as seed 

agents and to equip those agents with the product to be marketed (in the form of either 

actual products or samples) as well as additional brand information. The customers are 

then encouraged to engage with the product while also telling their peers about it. Studies 

in marketing show that SMCs increase total sales by approximately 3% to 18%35. Those 

campaigns, however, need to be seen in relation to often simultaneously conducted 

advertising and promotional activities of firms: SMCs act as potential substitutes for “big 

bang” advertising campaigns suggesting that SMCs should be launched before larger-

scale advertising campaigns. Logically, SMCs work well and complement promotional 

activities of the firm. 

 

With the increasing opportunities to obtain and inexpensively store customer-related data 

and information, we could imagine that customer acquisition tactics shift from more 

indirect approaches (typically based on conventional segmentation approaches and 

personas development) to direct approaches.      

 

3.4 Customer retention and relationship development 

 

Once a customer has been successfully acquired, the company must shift its focus to 

ensuring that the newly acquired customer grows and maintains their future value for as 

long as possible. In this stage of the relationship, marketers face two distinct but still 

fundamentally intertwined approaches: ensuring that the acquired customer stays (i.e., 

customer retention) and focusing on ways to increase the value with existing customers 

(i.e., customer or relationship development). Ensuring that the best customers remain loyal 

is a critical guiding principle in a customer-centric strategy. The Pareto or 80:20 rule states 

that 80% of a firm’s future profits will come from just 20% of its existing customers. 

Following that logic, it’s essential for marketers to know who the business’ best customers 

are and to provide for their current needs while developing the firm’s portfolio to appeal 

 
35 Here and in the following: Dost, F., Phieler, U., Haenlein, M., & Libai, B. (2019): Seeding as part of the marketing mix: word-
of-mouth program interactions for fast-moving consumer goods, Journal of Marketing, 83(2), p. 76.  
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to this set of best customers’ future desires. A word of caution here: if a firm becomes too 

narrowly focused on highest-value customers and solely develops relationships with this 

customer group, the business is exposed to more risk as competitors are also deploying 

intensive means to acquire those customers. A customer-centric strategy to relationship 

marketing, thus, requires a more balanced approach in that it caters to the needs and 

desires of its high-value, but also high-risk, customers while also weighting out the 

associated risk by lower-level customers36. 

 

Typically, in this stage of the relationship, firms try to upsell or cross-sell to expand their 

sales and engagement with existing customers and develop customer relationships. 

Imagine you go into a fast-food restaurant and want to order a sandwich for your lunch. 

The server who takes the order might ask you two questions: first, do you want fries with 

your order? In this case, the server invites you to complete your order by adding another 

product (i.e., fries) to your order of the sandwich. Adding a potentially complementary 

product to your order presents an act of cross-buying (or cross-selling from the firm’s 

perspective). The second question the server might ask, when you take fries and make 

your order a regular menu, is: do you want to supersize it? The decision to substitute a 

regular size menu by a maxi or big size menu relates to what is coined up-buying (or up-

selling from the firm’s perspective). 

 

Selling additional products to existing customers has long required to know and learn 

from the customer. Today, cross-buying behavior is strongly encouraged in online 

environments through so-called recommendation engines. During your latest online 

shopping experience, you might have received recommendations for additional products 

often phrased like this: customers who bought this product also purchased these other 

products. Online environments are today also a fruitful venue for firms’ up-selling efforts: 

as a regular Amazon customer, you can upgrade your account and subscribe to an 

Amazon Prime membership or have more features to get in touch and activate your 

network when subscribing to LinkedIn Prime.  

 

In this section, we will focus on a framework that combines the distinct but still deeply 

intertwined strategies and techniques to retain customers and develop relationships with 

them. A first dimension of this framework accounts for the beforementioned balanced 

portfolio of high-value and high-risk customers, on one side, and lower value and lower 

 
36 Fader, P.S. & Toms, S.E. (2018), pp.79/80. 
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risk customers on the other side. The first question, thus, answers who will be targeted 

with the different retention and development approaches. The second dimension 

accounts for the distinction between customer retention (retaining already acquired 

customers) and relationship development (developing customer value with existing 

customers)37. Speaking in sports-related terms, this means that we either play defense 

(i.e., customer retention) or offense (i.e., customer development). Based on these 

distinctions responding to the questions of the targeted customers (high versus low value) 

and adopted tactical approach (defense versus offense), we obtain four approaches that 

align customer value with retention and development tactics.  

 

Table 3: Customer retention and development tactics aligned with customer value 

considerations38 

 

  Targeted Customers 

  High value Low value 

Tactical 

Approach 

Offense Premium offerings Loyalty programs 

Defense Strategic account 

management 

Customer service 

 

A loyalty program comprises integrated systems of personalized marketing actions and 

marketing communications that offers tangible (e.g., discounts, vouchers, or gifts) or 

intangible (e.g., personalized service, status, or information) rewards39. As such, a loyalty 

program typically generates those rewards for customers based on their repeat 

purchases with the business and, thus, present an important technique to develop 

customer relationships: by collecting bonus points that bring the customer closer towards 

rewards, loyalty programs potentially increase customer value by motivating customers 

to return to the store more often, buying more products (i.e., cross-buying) or higher value 

products (i.e., up-buying). However, we also see that those programs also work to retain 

customers as they might lose the already acquired amount of bonus points if they 

 
37 Fader, P.S. & Toms, S.E. (2018), pp. 86/87. 
38 Fader, P.S. & Toms, S.E. (2018), p. 89. 
39 Chen, Y., Mandler, T., & Meyer-Waarden, L. (2021): Three decades of research on loyalty programs: A literature review 
and future research agenda, Journal of Business Research, 124, p. 179.  
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switched to another store. While the strategic focus of loyalty programs lies within the 

potential to develop relationships, we also observe multiple effects of this kind of 

techniques. Today, the multitude of loyalty programs that exist in a large diversity of 

industries and product and service categories shows the importance of this customer 

development (and retention) technique. While loyalty programs are widely adopted, many 

differences in their deployment show the various choices that arise for firms when 

designing such programs40.   

 

With regards to the rewards, marketers need to strategically decide on two levels: the 

reward mechanism (i.e., what behavior triggers reward attribution) and structure (i.e., what 

types of rewards are attributed). Predominantly, reward mechanisms are transaction-

based awarding consumers for purchases. However, with the increase of the digital 

transformation consumers receive rewards based on their engagement-behavior. 

Engagement-based rewarding award the consumer due to his engagement in writing 

reviews, downloading the mobile LP app, communicating in social media, or in-store 

check-ins. 

 

The principal motivation for consumers to enroll in loyalty programs is to accrue benefits 

from rewards from their purchase transactions over time. From a consumer’s perspective, 

the rewards attained through an LP membership are the key design benefit for initial 

enrollment and continuous usage of the program. On the reward structure level, we can 

first differentiate hard (financial or tangible rewards such as price promotions or free 

products) from soft rewards (e.g., psychological or emotional benefits such as special 

treatment and recognition of the customer). Second, rewards can be directly linked to the 

firm’s offerings (e.g., a member of Air France’s Flying Blue program obtains a free airline 

ticket) or not (e.g., the same Flying Blue member gets a free entry to the movie theaters). 

While loyalty program participants might prefer a larger choice (i.e., broad catalog of 

rewards), the compatibility of the reward with the firm’s offerings potentially increases the 

firm’s image, further strengthens the relationship, and these rewards are also less 

expensive to acquire for the firm. The aspirational value or utility of the reward 

distinguished between utilitarian (e.g., price reductions), social (e.g., events and privileges), 

hedonic (e.g., a weekend in a beauty salon), or ethical (e.g., offer cumulated bonus points 

to an association)41. The rate of rewards refers to the ratio of reward value to transaction 

 
40 Here and in the following: Kumar, V. & Reinartz, W. (2018): Customer Relationship Management - Concept, Strategy, and 
Tools, Third edition, Springer, Heidelberg, pp. 189 et sqq. 
41 Meyer-Waarden, L. (2015): Management de la fidélisation : De la stratégie aux technologies digitales, 2ème édition, 
Vuibert, Paris, p. 54. 
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volume (both in monetary terms). In other words, it tells you how much a consumer gets 

in return for concentrating his or her purchases. Consumers prefer higher reward rates, 

but reward redemptions are a key cost factor for firms that run LPs. Rate of rewards is one 

of the, if not the primary, drivers of LP enrollment and active usage. The timing of reward 

redemption is an important design feature. It is more attractive for the firm to create 

redemption rules that favor long accumulation periods, to ensure customer retention over 

time. This effect is also called lock-in. Customers build up assets over time, which function 

as switching costs for them. Customers instead favor immediate rewards or short 

accumulation periods.  

 

Managers must determine how long it takes to accumulate assets for a representative 

reward, given a certain buying pattern. The timing is, thus, closely linked to the attainability 

of rewards for customers.  

 

Furthermore, loyalty programs differ in terms of their participation programs: in some 

cases, firms opt for an automatic enrollment of customers to a program. However, a 

voluntary subscription remains the most frequent case. Firms can also choose to restrict 

program participation to specific customer segments (i.e., closed loyalty program) or make 

it accessible to anyone (i.e., open loyalty program). For some LP providers, it has become 

common practice to endow loyalty cards with a payment function. Paying with a loyalty 

card can facilitate a comfortable purchase process for customers, and companies benefit 

as well because it is easier to generate purchase statistics at the individual customer level. 

 

The sponsorship function refers to supply-side features that describe the loyalty program 

owner. Organizations may establish programs that include only transactions with their own 

customers (e.g., BP France accepts only transactions by members made at BP stations in 

France). In contrast, members of Lufthansa’s « Miles and More » program collect and 

redeem miles from purchases with additional firms.  

 

Any evaluation of the benefits of loyalty programs must consider the various sources of 

both costs (e.g., set-up/implementation, operating, and variable costs) and revenues (e.g., 

direct revenues such as membership fees or indirect revenues through relationship 

development).  

 

The reason why is that, for Starbucks’s best customers, the incentives coming out of a 

loyalty program aren’t actually that great. Offering an already heavy coffee consumer an 
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incremental freebie doesn’t do much for them or your business, because they would have 

likely bought the beverage even without the promotion.  

 

While loyalty programs might present an effective and sometimes efficient way to 

develop the business’ relationships with lower value customers, the inconsistent 

effectiveness of loyalty programs on multiple customer segments show that these 

programs are insufficient to increase the relationships of high-value customers. This is 

why, for the higher-value customers, companies need to think about what additional 

offerings top-tier segments need and, more importantly, are willing to pay extra for. We 

refer to offerings targeted at extracting additional value from high-value customers as 

premium services, though the company probably has a different name for the program—

for example, Amazon Prime. Designing those premium services require firms to carefully 

and sensitively understand the drivers of relationship value to the high-value customers 

in order to appeal to those drivers. 

 

In an aim to retain previously acquired customers (i.e., playing defense), firms’ techniques 

vary between strategic account management (for high value customers) and customer 

service (for lower value customers). While strategic account management equips firms 

with the opportunity to address valuable customers specifically, customer service has to 

be performed at scale, which means keeping the costs down and being more reactive 

than proactive. Today, many firms offer customer service through platforms such as 

Twitter, simplifying access by a participation in platforms used by the customers instead 

of forcing customers to adapt to firm-specific customer service options.  Undoubtedly, 

one of the key elements of a successful customer retention strategy is a reliable, 

responsive customer service team. Studies demonstrate the importance of 

responsiveness in digital environments: the faster the company responds, the more the 

Internet user will consider the company trustworthy and capable of caring about the well-

being of its customers. On the other hand, while the slowness of response to negative 

messages can lead to dissatisfaction, the speed of response seems to be a main factor 

because it does not automatically increase Internet user satisfaction. It is, therefore, in the 

interest of companies to respond quickly to complaints in order to avoid impatient Internet 

users talking about them to their entourage or looking for other communication channels 

to share their frustration. 

 

3.5 Customer recovery and demarketing 
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Customer-centric customer recovery management aims to win back valuable customers 

who are at risk of churning or who have already churned by taking appropriate measures 

to further develop the relationships and secure their contributions to the firm. 

Consequently, lost customers should be examined for attractiveness on the basis of 

customer value and segmented taking into account the reasons for churn. In this way, 

attractive customer relationships can be revived and developed. In addition, the company 

may incur costs through customer acquisition as a replacement for the customer who has 

churned and, if the former customer is dissatisfied, also through negative word-of-mouth 

communication. 

 

While in the case of reacquisition it can be assumed that the termination of the relationship 

originates from the customer, relationship termination management (or demarketing) 

refers to a termination of the relationship with a customer initiated by the company. Based 

on customer valuation, it may thus be quite attractive for a company to terminate 

relationships with customers with low customer value. It should be noted that an attempt 

is first made to increase the low customer value through appropriate measures. If this does 

not succeed, the relationship should be terminated. However, this process should be 

designed with appropriate caution, especially in order to avoid increased negative word-

of-mouth. 

 

3.6 Relationship marketing and the maturity phase of the firm 

 

As companies mature, their strategies should shift from growing the through more sales 

and more customers (i.e., top-line growth as sales revenues present the first line of income 

statements) to focusing on retaining and developing existing high-value customers (i.e., 

bottom-line growth)42. 

 

Firms are notoriously bad at making this transition because many firms have experienced 

growth in only one way in early stages of the company—through customer acquisition. 

Pursuing this acquisition-focused strategy in later maturity phases of the firm represents 

a narrow-sightedness that is often myopic and difficult to change. 

 

4. Conclusion 

 

 
42 Fisher, M., Gaur, V., & Kleinberger, H. (2017): Curing the Addiction to Growth, Harvard Business Review, 
January/February, pp. 69 et sqq. 



Information:  
This document was distributed as part of an online course taught by Andreas Munzel at the University of Montpellier 

(MOMA) and only serves as supporting material for enrolled students. 

 29 

By recognizing the fundamental and inevitable differences among customers, relationship 

marketing can give firms a strategic advantage over your product-centric competitors—

who may know little to nothing about the customers who account for their success and 

survival. 

 

By understanding that there is real and quantifiable value to be found in individual 

customers, customer-centric firms can better focus long-term marketing efforts on 

precisely those customers who will generate the greatest long-term value. 

 

In this chapter, we have seen that by working to quantify the value of each and every one 

of a firm’s customers, marketers can gain enormously valuable insight about how much 

marketing should be willing to spend to keep an existing customer and how much it 

should be willing to spend to acquire a new customer. 

 

In today’s data rich environments, firms can gather and leverage even more information 

about their customers who will enable them to serve those customers in a more 

personalized (yet genuine) manner than any competitor can. Customer centricity as major 

characteristic of relationship marketing is about targeting the right customers in the right 

way to generate the right results. 

 


