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ABSTRACT

Purpose: From the early days of development of marketinggigm, the marketing research
is engaged in formulating a unified general marigtheory and in finding a consensus on
what the central unit of analysis in marketinggspecially in the last decades, there has been
a general debate about the role of exchange aatlore$hips in marketing and about the
concept of relationship marketing as a paradigrft.shie purpose of this paper is to propose
a new understanding of exchange relationships, dfinel a central unit of analysis in
marketing and by doing so to propose the basénounified general marketing theory.

Method: The work is based on literature review from margtrelationship marketing and
customer relationship management (CRM) (includingrt®s, Kotler, Morgan & Hunt,
Gummesson, Hakansson, Gronroos, Sheth & Parvatmgo & Lusch, Payne, O’'Malley,
Tadajewski and many others). Based on the sociehange theory (Cook 1987) and the
developed organizational theory (Lipovec 1987) fineings are used to explain exchange
relationships in markets and to define the conceptexchange relationship, relationship
management and CRM. The conceptual descriptive @Ridel is developed and placed into
the centre of the marketing theory. Finally, théioe¢ implications of the model on the
general marketing theory are applied.

Findings: By explaining the relationship with the developedyanizational theory, it is
shown that relationship and exchange are both gakparts of an exchange relationship. In
fact, a relationship is a parallel process to archarge. Marketing exchange and
organizational relationship are merged into a higiheoretical construct, into the market
exchange relationship. Parallel to a marketing man organizational mix (duty,
responsibility, authority and communication) is posed. Marketing mix addresses what a
company should do to stimulate the exchange, wiigmnizational mix explains how to
develop the relationships to achieve the markedwags efficiently.

Research Limitations. Although the descriptive CRM model with its coret@minants
(relationship, customer, management) is developed i&s broader determinants (trust,
commitment, satisfaction, loyalty, power and norriusdl place in the model, these broader
determinants are only conceptually addressed. ditiad, a key dimension of the descriptive
CRM model, the psychological mix (composed of trasmmitment, satisfaction and loyalty)
is only shortly addressed and not yet integrateienCRM model.

Main contribution: The model shows how personal needs are fulfilledugh exchange
relationships in markets. The conceptual descept@RM model leads to a common
understanding of marketing — it merges the conceptxchange, relationship and network.
By integrating organizational theory into the captcal CRM model, marketing is placed at
the core of marketing paradigm and the base ofrgénerketing theory is proposed.

Keywords: exchange, relationship, network, exchange relatigm CRM model, general
marketing theory



Market exchange relationships in the descriptive CRM mode as a base of general
marketing theory

I ntroduction

Exchange relationships have developed in paralléh vihe development of human
civilization. In pre-historical times, such relaighips developed as interpersonal
relationships in which people exchanged objectssandices for personal needs and interests.
Exchange relationships, which can be understoa l@ginning of today's market-economic
relations, began to accrue in the context of trst Givilizations, such as Egyptian, Sumerian,
Greek and Roman (Mauss 1979).drne-academic era of marketing social and economic
factors related to economy and trade were exploredonomics and international diplomacy
by authors like Adam Smith, David Ricardo and Kddrx (in Tajnikar 2008, from which
later marketing as a multidisciplinary science ayedr Marketing occurred during the
transition into the twentieth century, when the dadh was significantly exceeding the
supply. Therefore, researchers, primarily in th&.Ustudied the problems of effective mass
production, business functions, classification @bducts and cost-effective, specialized
distribution channels. This periothe distribution approach (e.g. Cobb & Douglas 1928,
Stigler 1941} is characterized by tendency to produce standadidizoducts for the masses of
customers. In the mid twentieth century, the dgualent of technology raised productivity
and raised the problem of how to attract and saless production capacity. Marketing was
studying the behaviour of consumers, using scientiethods of processing data, developing
marketing methods, design of marketing mix and kbgreg marketing systems. There was a
paradigm shift based on the concept of exchangso Atis functional or behavioural
marketing approach (e.g. Dorfman, Samuelson & Solow 1958; Stigler &, 9Bartels 1964;
Drucker 1957; Kotler 1969; Bagozzi 1974) was chiadmed by exchange of predominantly
standard products between producers (sellers) agdrdg where both sides were working
with lack of trust and tendency of getting highbog term value. In next decades, supply
continues to grow, therefore it is increasingly endtifficult to sell products and more
adaptation to customer requirements is neededfdtes is, therefore, on customers. If one
has previously created one version of the offettiermajority of customers, several versions
are now offered to each customer. Business par@ergdeveloping joint teams, business
networks and supply chains. Thus, between compaaes end-consumers, competitive
markets are replaced by alternative organizatiorgationships based on trust and
cooperation. In the marketing discipline, it conb@ghe extension of the exchange paradigm
with relationships, which are becoming permanent. The marketing pssb@ is primarily
looking at identifying how to develop lasting coogigon relationships with customers (e.g.
Kotler & Levy 1999; Bendapudi & Berry 1997; Gronsoh999; Egan 2003; Vargo & Lusch
2004; Palmer, Lindgreen & Vanhamme 2005; Shaw &e8o005, 2006; Payne & Frow
2005; Medlin & Quester 2001).

In the marketing discipline, there is a disagreenmenthe definition of the core element of
marketing and on understanding of exchange antiae$hips. The purpose of this paper is to
reconcile conflicts in the marketing disciplinerglation to its basic element of study. To this
end, we will begin by summarizing the understandaoigexchange in marketing, while

relationships will be explained by the developeebtly of organization (DOT; Lipovec 1987).

We will merge the concept of exchange and orgaioizak relationships and propose the
central unit in marketing, anarket exchange relationshifBased on the defined market
exchange relationship, we will carry out a desocrgotonceptual CRM model, its marketing
implications and redefinition of marketing.



1 Short review of the development of relationship concept in marketing

At the very beginning, marketing profession triedunderstand the nature of exchange and
tried to connect marketing activities with end aamers. In the second half of the twentieth
century, exchange becomes the central element wfysin marketing. Marketing is
understood primarily as a decision process to obrilre marketing mix (4P) in order to
satisfy the needs of the market, when creatingitgrédér the company. In an attempt to
understand the essence of exchange, marketingefdauainly on the study of transactions
between actors of exchange (Berghall 2003, p.Bfi)cker (1958), Bartels (1965), Kotler &
Levy (1969) and Bagozzi (1974) present marketingashange in the broader context of
economic and social understanding. The authors shatxmarketing or exchange is part of a
human social nature and therefore the domain ofpemmes and social organizations @an
1999, p. 47); even more, according to Levy and daft (1975, in Jam¢ 1999, p. 36)
exchange is the most important mechanism to eriab&tioning of the society in general.

In the eighties, marketing discipline extends tlmoept of exchange to the exchange
relationships (O'Malley, Patterson & Kelly-Holme308). Marketing begins to redefine some
classical microeconomic assumptions such as anayyofibuyers and sellers, access to
information and the importance of past and futwehanges. Research attention shifts from
masses to individual objectives, from individuateanges to networks, to the creation of the
extended value propositions including related sesviand to the importance of internal
marketing as a way of creating value. The professi® also examining the inter-
organizational processes, interactions and widevar&s to create value.

In recent decades, the study of exchange relatipnss one of the more intensively studied
areas in the context of marketing discipline (aAglkinson & Young 2005, Tadajewski,
2009, Palmer, Lindgreen & Vanhamme 2005). The imp&the concept of marketing based
on relationships is so strong that the emphasiftssifiiom exchange relationships to
relationships (O'Malley, Patterson & Kelly-Holme®08). It is summarized in the term
Relationship Marketing (RM), which first examineswh to attract customers and how to
establish, maintain and develop exchange relatipaskith end customers and later extends
the study to explore relationships with supplieesnployees and even the regulatory
authorities. Some researchers in marketing, inogdviorgan & Hunt (1994), Groénroos
(1994, 1999, 2004), Ballantyne, Christopher & Pay2@03), Parvatiyar & Sheth (2000),
Gummesson (1997, 2003), Bendapudi & Berry (19971 achrol & Kotler (1999) see
findings in RM as a key turning point in the markeatradigm, pointing to a change in the
rules of the company's market behaviour. Thesarfgedhave an impact on the definition of
marketing from the American Marketing Associatiomni 2004 to 2007 that includes
customer relationship management (CRM) view. Comeetly, at the beginning of the third
millennium, relationships, instead of exchange,l@eoming the central element of study in
marketing (Coviello et al. 2002 in Plewa, QuesteB&aken 2005).

In the first decade of the third millennium, reséers are deepening and broadening the
understanding of relationships marketing with maerspectives. Schools of marketing
relationships are formed; 1) School of Industriabrkkting and research that studies
organizational relationships in business netwoekg. (Hakansson & Ford 2002; Hakansson &
Easton 1996; Mdller & Halinen 1999; Nude et al. 20@®) Nordic school that studies the
concept of service marketing and a process of valereation (e.g. Gronroos 2006;
Gummesson 1997), 3) Anglo-Australian school thatiss relationship management with
key stakeholders markets of a company (e.g. Pag06; Ballantyne, Christopher & Payne
2003; Patterson & Kelly-Holmes 2008; Ballantyne &rey 2006), and 4) North-American
school that studies influence of long term relaglups as factors of business success and a



process of value exchange (e.g. Parvatiyar & Sh@#9; Morgan & Hunt 1994).

The concept of RM draws primarily from the theorfysocial exchange, which examines
interpersonal exchange relations. To illustrate ketarexchanges, often the metaphor of
interpersonal relationships is used, which in trefgssional thoughts leads to the transfer of
meaning from the metaphor of interpersonal relatigps to market exchanges (O'Malley,
Patterson & Kelly-Holmes 2008, p. 177). Using thetaphor leads to blur facts and thus to
limit focus of research.

There are many disagreements among schools oibrehtp marketing and even diametrical
conflicts in substantive understanding of the aaed its historical development. In the

scientific literature (C)RM is not unequivocallyeidtified (Palmer, Lindgreen & Vanhamme

2005; Blois 2003). Primarily initials RM and CRM adacterize Field study of marketing

relationship. RM stands for Relationship Marketimdnich should, at least with reference to
the name, study philosophy and concept of markebaged on relationships. CRM as
Customer Relationship Marketing indicates that C&tiduld be based on the philosophy and
concept of RM and that it should study particulaetimds of management of relationships
with customers. Wilson, Clark & Smith (2007, p. Y €@en state that in literature, initials RM

and CRM are often used interchangeably.

While part of the profession understands the cangeERM as a paradigm shift in marketing,
others believe that it is just its semantic reiptetation, or deepening and extending of the
existing marketing concept based on exchange. Anttemgnore radical views are the theses
of Gronroos (2004, p. 103) who states that in thre of relationship marketing should not be
the exchange, rather management of relationshifsm, Ainderstanding of IMP school that
schools of RM are only using the same word (retestndp) for describing the space between
companies (McLaughlin & Horan 2002 idater 2006, p. 51). Furthermore, according to
O'Malley, Patterson & Kelly-Holmes (2008, p. 17%)e term interpersonal relationship is
only used as a metaphor for market exchange. Iitiaaldaccording to Tadajewski & Saren
(2008) and Tadajewski (2009) relationship marketiagust a semantic revision of the
existing marketing concept.

In the last decades, members of different schobRM and groups of researchers (Brodie,
Glynn & Durme 2002; Pepperes & Rogers 2004; Jag@@4, Boulding et al. 2005; Payne
2006; Hakansson 2005, Wilkinson & Young 2005; Bogliet al. 2006; Gronroos 2006,
2006a; Vargo & Lusch 2004, 2006; Buttle 2009; Foare & Currie 2009) attempt to create
an integrated model of customer relationship mamagée. Their significant contribution to
the field of (C)RM is that they try to go beyondiividual schools and take appropriate links
to all findings in the field. However, despite numgs attempts and partial successes, the
basic concepts remain undefined or understoodrdiitey (Egan 2003).

2 Market exchanges and organizational relationships
2.1 Market exchanges

Marketing in the twentieth century examines excle@sndvarketing is defined as a special
method of meeting needs through mutual exchangealole between actors on the market
(Houston & Gassenheimer 1987, p. 4), where exchandefined in Wikipedia as a transfer
of ownership of goods and services from one aatoarother. In the mid eighties, the
profession generally accepted exchange as theateslement of marketing (Houston,

Gassenheimer 1987, p. 17). The majority of reseaschncluding Alderson, Bagozzi, Hunt

and Kotler (Houston & Gassenheimer 1987, p. 3eagyith this thinking.



Marketing is the exchange which takes place betweeronsuminggroups and
supplyinggroups(Alderson 1957, p. 15)

Marketing is the process whereby the society, itkeprto satisfy their own needs,
develops a distributive systems composed of paaints who, through participation
within the technical-economic and socio-ethical itfmof creating streams of
transactions, deal with market distortions and egélected in trade and consumption
(Bartels 1968, p. 32).

Marketing is ... the science of exchange and dgaliith problems associated with it.
(Bagozzi 1975, p. 39).

The core concept of marketing is transaction, wheaesaction is the exchange of
values between parties (Kotler 1972).

Marketing is a social process by which individuatsl groups achieve what they want
by creating and exchanging products and value withers. (Kotler in Houston &
Gassenheimer 1987, p. 4).

Marketing is a process of planning and executiomedign, pricing, promotion and
distribution of ideas, products and services tohexge and meet personal and
organizational goals (AMA 1985).

According to Bagozzi (1974), marketing deals withwale range of activities related to
exchange, which encompass the transfer of sometaiggble or intangible, real or symbolic
between two or more players. Exchange is not jneutaexchange of items or services for
money, but primarily the use of value that par@eifs get with the exchange. Bagozzi
distinguishes between a narrow exchange, whickdga as a bilateral reciprocal relationship,
and an overall sequential exchange between attle@st actors and a complex exchange that
is happening in a system of relationships amonegget three players, with each player having
at least one direct exchange relationship. Gerardlcomplex systems of exchange are part
of social and economic relations through which modsociety (individuals, groups, and
firms) pursues their own benefits. In order to nteetr own needs, actors stimulate exchange
with money, persuasion, punishment, power and @tliemmitments. Human behaviour is
directed, conscious and motivated. In primitiveisties and today's modern market systems,
exchange and the pursuit of self interest are #sclsocial fabric and/or the mechanism of
the »invisible hand« defined by Adam Smith (Bagdi275, p. 34). Marketing is therefore a
social, economic and psychological process of trgaéxchange relationships between
actors. Relationships are links between particpantbetween their roles (Bagozzi 1974, p.
78).

Levy and Zaltman (1975) describe marketing as sagstem that consists of set of related
persons or groups who have ties with each otherséiive to achieve with exchange the
common goal (in Houston & Gassenheimer 1987, p.X¥cording to Houston and
Gassenheimer (1987), it would be better to defiaeketing within the social system, because
the social system shares common values, but inegtiagkprocess, individuals have different
goals and satisfy their needs differently.

The basic condition for the exchange to happenxishange of value with the aim of

satisfying needs. Participants in the exchangetlvarefore increase their satisfaction. Paying
attention to the purely individual, one-time excganvould mean to deny the essence of
marketing (Houston & Gassenheimer 1987, p. 10). ddrdgral theme of market behaviour is



therefore building long-term relationships (e.canthise). The method of implementation
depends largely upon the cultural environment; h@meits primary objective remains the
development of trust between trade partners, wieiatis to long-term relationships.

Kotler (1972, p. 48) identifies five necessary dtinds for the exchange; 1) at least two
actors, 2) both must have something that has Vaiuethers, 3) both must be capable of
communication and delivery of the object of exchearnd) each are free to reject or accept
exchange and 5) each must consider that it is appte and worth trading with another.

Actors must agree on the terms of exchange andveethat they will get greater or at least
the same value from the exchange in order thathlege actually occurs. In this context, it
is possible to argue that within exchange, actatsiadly exchange value. Hunt (1994)

believes that marketing is the science of the bieliawf customers, which seeks to clarify

the relations of exchange.

Ballantyne, Christopher & Payne (2003, p. 161)éwdithat value, or exchange of value, is
the core element of RM. They differentiate threédueagperspectives, 1) hierarchical value
included in company’s offer and exchanged betwéenakctors, 2) interactive value created
by mutual interactive process and delivered throtighduration of the relationship, and 3)
network value created and distributed in the imigoas resulting from the network of

relationships. Therefore, the challenge of modearketing is to define the value and to
explain (Ballantyne, Christopher & Payne 2003, §2)1lthe process of its creation within the
management of internal and external relationshigbe network of value creation.

From the broader perspective, the main motivatanekchange in a society with a division

of labour is exchange of value (Shaw & Jones 20Uhgrefore, exchange represents a
process of maximization of two or more utility faions, taking into account all available

alternatives (Houston & Gassenheimer 1987, p. 9).

2.2 Organizational relationships based on developed organizational theory (DOT)

Developed organizational theory (Lipovec 1987) wiesi the relationship as its core element
of study. Bellow in this section we summarise tley lkelements of DOT (Lipovec 1987).
DOT studies organization of social units as setdphamic relationships. Organization,
understood as a set of relationships in a socid) i sncomposed of human beings, who act
together to achieve their common goals. By doingpsosonal goals of its members will be
achieved, too (Rozman 1999, p. 5). Lipovec (198&jngs organization as a system of
relationships among people, who through relatigrsiiecome members of a formed social
unit. Organization assures identity, existence spetific characteristics to the social unit and
assures a rational achievement of the goal of thie Whis definition is composed of a
structural, static part and of dynamic, process. par

When individuals join a social unit, they start ittfluence each other. By joining the
organization of the social unit, they loose parttledir autonomy and must adapt to other
members and to roles that they take. Their relatigps are linking them into an organization.
The structure of the organization is a network loése relationships. Relationships are
expressed through roles that individual actors;tékerefore, the structure of relationships is
at the same time also a structure of roles. Orgéioizal structure has to change to ensure the
existence and functioning of the social unit. Whk goal of on-going efficient operation, the
social unit and its organization has to change mfprmal and formal organizational
processes.

Let us have a look at the basic organizationalksires first. There exist four basic uniform



organizational structures: 1) technical, 2) commoatonal, 3) motivational and 4) power-
based structure.

Technical organizational structuréfhe business of the company is usually so compiex i

terms of content, time, and quantity that managedels the main task into smaller tasks, and
assigns them to employees. However, the assigrsd@ @&e connected and related. With

splitting the whole business goal to tasks and dsigaing them to employees, the uniform

technical organizational structure is formed. T$tisicture represents the base for all others
uniform organizational structures or formal orgaianal relationships. Technical structure is

a structure of tasks, subtasks, working placesdapadrtments and has to ensure efficiency.

Communicational organizational structuré&s the tasks of employees are connected, they
have to communicate. A communication flow of infation between the sender and receiver
has to be established. The main task of the conwtation is the execution of coordination.
Communicational channel offers a technical oppatyunfor communication, but
communicational relationships arise only with atto@ammunication between sender and
receiver of information. Managers can prescribe dhrection, content, field, quantity and
strength of the communications between formal aegdional roles.

Motivational organizational structure:motivated behaviour is behaviour towards a
determined goal, which is supposed to fulfil a neddtivation or motivating means setting
up such goals or needs. Employees’ needs, go&sests, rewards are interrelated. They can
sustain each other, adjust to each other or imeeni@th each other. A structure of needs,
goals, interests, rewards is called motivationghaizational structure. Motivational structure
determines the direction and intensity of engageneérindividual actors. If psychology
explains why individuals act, DOT explains why mduals in a social unit act in a
coordinated way.

Power-based organizational structuré’ithin organization, power is a process or abitiy
influence decisions or actions of actors or orgamnal roles. Power derives from the
ownership, position in the organizational structymersonality, professionalism and ability to
reward or punish. The source of all power in thenpany is the owner in the form of
authority, who delegates its formal power to thaegal manger. Power is always connected
to the relationship. In the formal sense, we tdlwthority, which derives from the position.
Authority is the privilege of acting, giving ordeasd taking decisions.

The four uniform structures usually appear togetfbey have to adapt one to each other, in
most cases to authority structure. In the procéseardination, the technical structure leads
to duties, motivational leads to responsibilitipsyer-based structure leads to authority and
every working position gets its place in the comroation process. Thus a composed
organizational or managerial structure is formedthie formal organization, duty (technical

structure), responsibility (motivational structyreguthority (power-based structure) and
communication determine the role or position ofrgvadividual or actor.

In order to assure rational achievement of soa# goals, relationships between roles have
to change. Working together leads to adaptatiomeimbers and changes in relationships.
Sharing of experiences, knowledge and behavioue tallace. Through adaptations and

continuous cooperation within the social unit, nerand rules are developed. Those again
minimize the possibility of conflicts and assure tiational behaviour of the social unit. If the

interests of members do not yield adaptation arapetion of members, the stability and

existence of social unit becomes jeopardized.



Through establishment of norms and rules, the dzg#Honal processes of change and
development become formal. The most formal orgaiozaprocess is the (governing-)
managerial process conducted by managers. Managésram executive function of owners
to achieve their goals.

The managerial process consists of planning, ozgamileading and controlling. Due to
distinction between social unit (firm) and its ongaation, this process can be better explained
as consisting of 1) planning business and organizat?) actuating organization and
executing business and 3) control of organizatioh lBusiness (Rozman 2009). Management
thus consists of two interwoven processes (appehdiplanning, executing and controlling
business (the goal is effectiveness) and planraotyating and controlling organization (the
goal is efficiency and rationality).

Planning is a process of thinking ahead about #sreld goals and the process of achieving
them. Business planning proposes business goatdeges, and tactics to achieve them.
Planning organization means deciding in advanceitatbee duties, responsibility, authority
and communication of employees and about orgapizaltprocesses.

Planned organization structures have to be implésdenit is obvious that they can be
implemented by members, or even better, by théasror their resources. The establishing of
actual organization is conducted by HRM businesstion. Leadership triggers or starts the
actual execution, like production, sales etc. Tiwisictuating organization, which consists of
HRM and leadership, the execution starts. Howether,actual organization always differs
from the planned one. It is the task of contropezsally auditing, to comparactual and
planned organizational structures and processek,ftr differences and their causes and to
respond appropriately. The same process runs will@rbusiness control, which cares that
actual business processes run according to thegdaones.

Within the organization, structures and processasflicts arise. Each role within the

organization observes the other and its own ramfthe viewpoint of the role. As roles are
different, there are always differences in the wsideding of roles. These differences or
conflicts always exist. Such differences and catdlmight lead to new solutions; however, if
they increase they might destroy the social unitie Do existence of conflicts, the

coordination is required.

Whereas business process is defined by purposeagsfiring rationality in business
processes), the organizational process, on the b#mal, is defined by content - coordination.
General managers are coordinating the organizéi@chieve compliance within all its parts.
Coordination is the content of their work; coordioa is not a function, rather the basic
principia of management. Managers do not coordijustethe technically divided labour but
all the relationships and structures (e.g. goald mmterests, authority, communication).
Coordination thus means linking and adjusting alifarm organizational relationships and
processes with each other and with external factors

3 Thebasisfor descriptive CRM M odel

3.1 Formsof organizational relationships and their management

As discussed, formal and informal organization evedoped trough interaction among
employees in companies. Which one occurs firsbisatways prescribed. It can happen that

in an informal social unit, a common vision or aea leads the members to establish a
company and create formal organizational relatigpgsshn such cases, members of the social



unit are firstly linked only with the existing infmal relationships and only later, common
goals motivate them to create formal organizatior@htionships among them. On the
contrary, when an individual starts to interacthaat formal organization prevalently because
of a common vision or goal, formal organizationalationships develop first. With the
execution of their daily formal organizational roledividuals interact with each other and so
develop interpersonal, informal relationships too.

Businesses grow and need new employees to perfaditicamal formal organizational roles.
Also in such cases, a new member of the socialoamitbe appointed primarily because of his
already existing, good informal relationships witie social unit. Such individual can have a
(pre-existing) great informal compatibility with méers of the social unit that leads to the
extension of his duties and obligations in it,lte ficquisition of a formal organizational role.
On the other hand, an individual can be appliedafdormal organizational role due to his
professionalism, competences and engagement. \Whilexecutes his formal organizational
role, he is exposed to other members of the socidj therefore, he develops also informal
relationships with the members of the social unit.

In summary, there are two basic forms of relatigsin a social unit, formal and informal.
Social exchange theory (SET; Cook 1987) explaif@rmnal exchange relationships between
members of the social unit, while DOT (Lipovec 1p&%plains both, informal and formal
organizational relationships.

1) According to DOTformal organizational rolesn companies are prescribed by the manger
of the company in the way that the structure ofs¢éheelationships assures rational
achievement of the goals of the firm. Manager @ameescribes, coordinates and controls
relationships between organizational roles. Indigld execute their organizational roles with
their voluntary, directed actions and with doing #Hwey create actual organizational
relationships. Before entering in a formal orgatira an individual usually knows the
requirements of a specific organizational role. telees and accepts his role voluntary and
rationally.

2) Informal social relationshipsn the companies develop spontaneously. There st
pre-existing formal organizational structure, whish composed of individuals, who are
executing their formal roles. These individuals eam@sen by a manager according to their
competences, personal characteristics and goalsatearequired for the formal role in the
organization. Employees by executing their fornodds interact with each other. In parallel to
formal relationships, they develop also informdkatienships according to their personal
interests. These informal relationships cannotitectly managed.

Individuals enter into a formal organization toghéhe organization to achieve its main goal
and by doing so, to achieve their personal goalsttiey cannot achieve alone. Their personal
goals must therefore be in harmony with formal argational goals. Individuals usually
agree to exchange their competences, knowledge, dim efforts for a payment and other
rewards for their work. This is a basic reason timiis an individual employee to the social
unit of the firm.Essential exchanges between members of the souiaedne explained with
SET. Based on SET and DOT, an individual entethenorganization and accepts a formal
organizational role, when he expects a positiveigalut of exchange of work for reward. His
motivation (want) derivates from his cardinal vald@main.

In order to develop a CRM model, we will proposeotadditional “hybrid” forms of
relationships that, according to our understandiag, arise in an organization (company).



3) Voluntary formal organizational relationshiglevelop among employees, when managers
create an appropriate working environment. Thismaeselection of employees with similar
or related goals, clearly communicating formal goaf the organization, establishing a
reward system that stimulate working in groupsowilhg horizontal communication and
leaving the initiatives and operational decisiamsntembers of the organization. The purpose
is that those who know the specific area of work davelop optimal solutions in forms of
organizational relationships between formal rolddhese solutions provide rational
achievement of company goals. A manager is notgusirs authority to coordinate
organizational relationships; rather he allows thatployees develop relationships among
their formal organizational roles voluntarin such cases, managers do not coordinate
relationship roles; rather they manage conditiohattstimulate voluntary creation of formal
organizational relationships

4) Indirectly managed social informal relationshipscur when managers in the company
affect the expectations, attitudes or behaviouemiployees. As according to SET, social
relationships cannot be directly managed, manaiggr® influence expectations, needs or
attitudes of employees. Managers are making pranisefluencing, explaining and
persuading or even misleading employe€&hey are trying to affect the behaviour of
employees in the way that employees would behagrdicg to manager’'s expectations. In
such cases, managers are managing expectatiomapbgees.

In above section we have shown that between membsrxial units not only spontaneous
social relationships that are explained by SET amhscious, formal organizational
relationships explained by DOT can develop. There also two “hybrid” forms of
relationships. Those are voluntary formal organi@aal relationships in firms where
managers managerganizational conditions and indirectly managed informal social
relationships among members of the social unit wh@anagers mangexpectations of
employees

3.2 Theroleof individualsin the CRM modé€

An individual is an important part-taker in informand formal organizational exchange
relationships. He is having the role of a custornégn employee by the seller or buyer, and
he is having a role in formal and informal sociaituAccording to DOT, formal and informal
organizations can be established only with theurdoent of individuals. SET is explaining
exchange relationship between individuals in infalrnsocial units. An individual is clearly a
necessary condition for development of formal axfdrmal relationships; therefore, his role
in a CRM must be highlighted.

According to DOT, an individual is taking a role anformal organization of the company to
achieve some personal goals that he cannot achieme. However, the company has to fulfil
also needs of shareholders, suppliers, custombescdmmon formal goal of the company is
therefore not only the sum of all goals of stakdbdd; rather it is a new, composed goal of
the firm. The manager of the company, who is cowtiing the interests of all internal and
external stakeholders, defines this goal accorttirgpcial economic system.

Employees in the formal organization of the companyin a coordinated way to provide
services (offers of value) to the market. The vgloeposition is exchanged on the market,
usually for money that is used to reward sharehs|demployees and suppliers. The reward
for execution of a formal organizational role iretfirm is usually agreed and predetermined
in contracts. Interestingly, employees usually @b exchange directly between themselves
(immediate payment for their services), rather they rewarded in a form of a monthly



salary. Therefore, the exchange, reward for theirkwis not happening directly between
members of the organization, but operates throbhghfdrmal organization of the company,
therefore is indirect and hidden.

Similarly, there are exchanges between two or nmmmpanies on B2B markets. The
companies are pursuing the fulfilment of their indual, formal goals in order to fulfil
individual objectives of stakeholders of each conypaExchanges between companies
develop and endure, if total benefits from tradeeexl total costs, and if exchanges lead
towards achievement of common objectives of thedjrthus achieving individual goals of
stakeholders of the company.

In the case of exchanges on B2B, as well as on mBarfkets, an individual remains in the
formal organization of the firm and executes hieranless and until he in the return for the
execution of a formal organizational role, gets Hugreed reward, with which he can reach
his goal, or satisfy his need. From this perspegtwe understand the formal organization as
a mean of stakeholders (owners, employees and )tleth which they achieve their
individual goals. Thus, between employees (stakeh®) and companies relationships of
exchange arise, in which employees are exchandgmeyy tservices (implementation of
organizational roles) for the reward that derivatiesm the total reward of the company. The
individual’s motivation, for entering into a formalrganization and to adapt to a formal
organizational role, is thus explained by the pipte of value domain and cardinal utility in
SET, and relationships, resulting from formal orgational roles, are explained with DOT.

3.3 Theroleof customersin the CRM model

We will use 1) the concept of imaginary organizasio"... a system where crucial resources,
processes and actors exist and are managed a8deoaf legal boundaries..., the imaginary
organization consists of its own base, which imtaonsists of a leader company and an
imaginator; a business mission which keeps the aomtwogether;” ...The boundaries
between internal and external activities — us d&ednt— become less clear...” (Hedberg et al.
1994 in Gummesson 1996, p. 35, 37), 2) the conufeptistomers as assets of the companies
(Achrol & Kotler, p. 158; Moeller 2008) "Marketinig the process of investing in customers
with a long-term view of future returns from theseestments” (Gronroos 2003, p. 172) and
3) the concept of internal marketing (Gronroos )364efine the role of customers.

From the concept of internal marketing, imaginargamization and definition of customers
as assets of the company, we can develop a condttacpseudo organization (appendix 3)
that is composed of customers (as individualsrand) and suppliers. From a formal point of
view, the enterprise and the client are separateiies, but in the pseudo organization,
customers are understood as its assets. The compagsts in them, manages them and
dispose with them. Customers are therefore paittedpseudo organization. If customers are
part of the pseudo organization, then formal orz@tional roles must be coordinated between
companies and customers, namely with the formahrmirzgtional relationships. We can
therefore imagine that the pseudo organizationorsticuing from the company through a
customer, that consumers are performing their foorganizational roles, which are defined
by a uniform organizational structures and thatrehships between them are designed in the
way that they assure rational operation of the ggearganization. Customers in the pseudo
organization therefore execute technical tasks, ncomicate, have authority and bear
responsibility.

Customers as individuals or companies, in accoelamith the construct of the pseudo
organization, represent an integral part of thewoek of relationships. The basic
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organizational relationship between customers amndsf (appendix 3) is based on their
interest to interact and exchange with each offteese relationships consist of many formal
interactions between members of the customer andbmes of the seller. Based on market
research, a company develops a value propositioegch market segment or for a specific
customer. If the customer can get grater or eqaklevin use than value paid, the customer
will be interested in further exchanges of valuetlBactors are thereforaotivated (have
responsibilities)to exchangehave power (authority)over each other in fact they adopt to
each other, bottommunicatewith each other and both must perform certaisks (have
duties)to get the value from the exchange

3.4 Management of market organizational relationshipswith customers

Exchanges between sellers and customers are repebhtermal organizational relationships
on the market (in pseudo organization) assure valuteof the exchanges for both, the seller
and the customett a relationship is formed between a seller amdistomer (as individual or
company), this relationship can be defined as aiqis@rganizational relationship on the
market.In DOT relations that ensure efficient achievemehnobrganizational objectives are
defined as relationships, therefore it can be adjuthat companies perceived as
organizations, are connected to customers with &rarganizational relationships in the
market or "market" organizational relationships. famation and management of market
relationships with customers, therefore, can bdarpd with DOT and SET.

In accordance with the concept of pseudo orgamizatcustomers are an integral and
inseparable part of the organization. Managemerdt rtherefore handle relationships with
customers on the same basis, as it manages relapsnwvith the employees in the company.

From the previous findings, we know that accordingSET, a manager in the formal
organization cannot directly manage informal sodlationships. Also in the pseudo
organization, informal relationships between acforsn spontaneously and are beyond the
domain of management principals. In the pseudo nizgton, as in a real formal
organization, the manager can manage informal lsoel@tionships among organization and
its customers only indirectly, by influencing thepectations of customers.

Market organizational relationships in the pseudganization are a part of all organizational
relationships in the company. An important disiimictbetween the real, formal organization
and the construct of pseudo organization is the oblthe general manager, who is not the
source of all power in relation to customers. Expedenefit from the exchange is the only
motive for interaction in the form of voluntary admation between businesses and
customers. Companies and customers are interactiagvoluntary coordination; therefore,
classic organizational relationships cannot devetophe pseudo organization. Moreover,
successful formal exchange is a precondition foeting individual needs of members of
formal organizationsMarket organizational relationship is developedotigh voluntary self-
coordination in the pseudo organization betweenrtie of the customer and the role of the
supplier.

In the next section, we will explain market orgaftiznal relationship with the help of
previous findings, where we recognize that in firamglerstood as social units, not only
informal (SET) and formal organizational (DOT) retnship are formed, but also their
hybrid forms arise; 1) voluntary formal organizata relationships, and 2) indirectly
managed informal social relationships (appendix \B)e believe that customer relationship
management can be explained with the interpretatifathese forms of relationships.
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3.4.1Formal voluntary pseudo organizational relationshsp

Formal, voluntary pseudo organizational relatiorshare, according to findings in chapter
3.1 formed on a voluntary base between actorsdrctimpany. As customers are formally not
a part of the supplier’s organization, managersndbhave a formal authority over them.
Managers can only manage the relationships of thieirrin a way that the value proposition
of the firm will stimulate exchanges with customdrsfact, there must always be a common
interest for cooperation. This is an expected beweft of the exchange, where exchange
terms depend on cultural environment, knowledgajlability of alternatives and perception
of value. Therefore, formal, voluntary organizaabmelationships with customers have to
lead to exchanges that will satisfy (business) g@élboth actors. Only in such cases, each
actor (firm) can fulfil expectations that are amggiout of its internal exchange relations with
employees (or other stakeholders).

Formal, voluntary organizational relationship ispeecific form of organizational relationship,
where manager indirectly manages working environmére chooses the employees,
motivates horizontal communication and formatioraafommon goals, rewards solutions of
common problems and customer centric culture. Bamedhese factors, employees in
interactions with customers co-create a value @Bibpo. The co-creation of value
proposition between supplier and customer is cardktd by their individual powejpower-
based uniform structujeln the negotiation process they agree on whelt eathem will do
(technical uniform structuree.g. customer will go to the aqua park, he wily la ticket, he
will swim / supplier will prepare clean water, dgfeersonal, showers,...), how they will
communicate jommunication uniform structure.g. forms of informing on opening hours,
design, advertising, market research,...) and omella¢ion between the value proposition and
the price (motivational uniform structuree.g. lower price or better services stimulates
interaction).

Voluntary formal organizational relationships demelbetween suppliers and customers in
pseudo organizations. In the negotiation procelssy tagree on such pseudo organizational
roles that allow them to achieve their goals effintly. Management creates an environment
that allows employee to agree on uniform organtal structures. These structures have a
direct influence on internal organizational relatiships of each firm. Therefore, in pseudo
organizations, managers do not prescribe organaral roles, rather they manage
conditions that allow and stimulate formation ofckuformal, voluntary organizational
relationships in pseudo organizations that motivattors toward continuous exchanges on
the market.

3.4.2Indirectly managed informal social exchange relatiships

Informal or social relationships cannot be managjeectly (SET 1987). Managers can only
influence the expectations of actors (Hakanssoro&l 2002, p. 135). Firms try to influence

expectations of actors (individuals or businessdriater to influence their behaviour and by
doing so stimulate exchanges. Firms are doing whik marketing communications, PR,

creation of trends and fashions, organization ofketing events, development of brands and
products, setting prices and making promises. Ozgfons are using classic marketing

methods defined with the marketing mix to infornstmmers, help them to develop attitudes,
to differentiate their value propositions, to assgustomers safety and minimize risk in
exchanges, to help them to acquire a social positiowanted state of mind.

Firms are influencing actor’s needs, wants and heha with the execution of the marketing
mix. They are indirectly managing informal sociatkange relationships.
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3.5 Marketing mix and organizational mix

In the previous sections, we have explained theceyin of indirectly managed social
exchange relationships and a concept of formal,untaly pseudo organizational
relationships. The former are indirectly managedhwplanning and executing of the
marketing mix the latter develop through a voluntary cooperaimd are expressed in a
specific pseudo organizational relationship, in ¢gnganizational mix The management of
customer relationships therefore consists of mamagé of marketing and organizational mix
(appendix 4).

In the modern, open economy, businesses are baiind wants of customers. Companies
respond to those wants with value propositions #natdefined with the marketing mix and

the organizational mix. In order that managersc@sers of all responsibility and power) can
plan and execute a marketing mix, they have to garmaganizational relationships within

the organization, as well within key stakeholderdhe pseudo organization, therefore also
with customers. Relationships with customers areagad by creating an environment that
allows creation of formal, voluntary organizationalationship with customers and by
performing marketing activities that influence @mser attitudes and behaviour. Such
activities define not only relationships in a pseudrganization, but also internal

organizational relationships of each actor. Managdam who is responsible for the

performance of the whole company, therefore manages is responsible for both 1)

marketing and 2) organizational processes. The tipme$or the management is how to

manage the organization in order to motivate custsnto exchanges? This is a task of
marketing function, which is communicating with tasers markets and designing

marketing goals of the firm. Marketing, as a bussdunction in the firm, defines the

elements of the marketing mix, like the object bé toffer, price, distribution channels,

people, services and communications with custoniased on the marketing requirements
managers plan and execute the organization ofiimeirh order to achieve an optimal value
proposition for selected customers or market se¢gném order to do that, firms execute the
marketing mix that was designed by the marketingadenent; managers coordinate
relationships in firm's organization and in pseuwstganization. Management therefore
assures efficient achievement of the marketingggobthe company.

In companies, marketing mix and organizational motk in parallel and in accordance with
each other (appendix 4). Both are designed arotmedwant of the customer. Marketing mix
defines what a company should do, while organimalionix arranges to do it rationally and
efficiently. Both mixes are connected through eygss of the seller and the buyer, who have
a formal organizational role and informal sociallean the pseudo organization. The broader
concept of marketing based on exchange and magketir is well integrated in the “bible of
marketing” Marketing management (Kotler 1996), whihe concept of organizational theory
is defined in DOT (Lipovec 1987).

Management in cooperation with customers develbpstganization of the firm in the way

that the organization is capable of designing a keéing mix, which crates a value

proposition that provokes exchanges. Managers dopnescribe the marketing mix; they

rather create and coordinate organizational relaiships between roles in the

(pseudo)organization. Management also leads witisi@n and coordinates employees in the
process of voluntary self-coordination with custosnevhereby employees define marketing
goals and rationally achieve them. By doing soudseorganization is a mean to achieve the
exchange and is therefore part of the value prdjosi Goals of pseudo organization are

indeed not defined in the organizational procesd, in the marketing (business) process.
Organization deals only with rational achievemehthmse goals.
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3.6 Exchange and relationship in the market exchangerelationship

An exchange relationship in the market is compaxethany interactions between members
of the firm of the supplier and the customer. Thivderactions are an essential part of the
value proposition. They are a part of the servita is the object of the exchange and at the
same time a part of the pseudo-organizationaliogiship. A single interaction between roles
in the pseudo-organization is at the same timenddfiwith marketing and organizational
parameters. In the process of cooperation, makesidesigning and adjusting the marketing
mix according to a specific want of the customemarket segment. In parallel, firms are
adjusting their (pseudo) organizational relatiopshin the way that they enable rational
development, execution and adaptation of the vial@xchange.

We have to distinguish social exchange relatiorssh{®ET), formal organizational
relationships (DOT) and their hybrid forms in order understand the management of
customer relationships. Exchange or better, exddmaefit out of the exchange, is the basic
motivation for establishing, developing and sustan social and formal (pseudo)
organizational relationships; they do not form heeaof their selves. Social and formal
organizational relationships enable rational exgeanwhere the benefit resulting from those
exchanges is a needed condition for their developued persistence.

We argue that, if all actors on the market haveitpas experiences with exchanges, they
continue exchanging value through pseudo-orgaronatli relationships. Therefore, we can
define repeated exchanges between actors in th&etas market exchange relationships.
Market exchange relationship is a higher order thetical construct composed of pseudo-
organizational relationships and market exchangeBhe construct is directly defined with
the classic understanding of marketing as exchatmearketing mix) and with DOT
(organizational mix). SET defines market exchangationships only indirectly, with the
explanation of informal, social exchange relatioipshbetween individuals and formation of
social units.

Based on the literature review from the field of RBMRM, SET and DOT we have shown why
and how relationships and exchanges in the maetsormed. We have also highlighted the
basic principles of how to manage such market exgbaelationships. For the need of the
CRM model, we will define that between two actara imarket exchange relationship, one
composed formal organizational and one composeatrmdl relationship is developed and
that in each relationship many interactions accrue.

3.7 Deter minants of the CRM mode

The market exchange relationship is defined frome tharketing and organizational
perspective. Therefore, we should consider both nwktidying customer relationship
management. We define 1jnarket exchange reationship, 2) customer and 3)
management as basic elements of the CRM model (appendix Hlemstudying the literature
from the field of CRM we were able to recognizeoatsher, broader determinants studied by
the field of marketing, among them 4) value, 5) lgqyaf the relationship, 6) reciprocity 7)
trust, commitment satisfaction and loyalty 8) povaed 9) norms. The construction of the
CRM model is based on three main determinants,endreterminants of the broader model
are used to sustain the model. They are only mesdi@and conceptually summarized from
the literature review. They are separate reseangics and their investigation is beyond the
scope of this article. However, we intend to camirthe research and fully integrate them
into the CRM model in our future work.
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CRM means management mofarket exchange relationshipsvith the aim to achieve the
marketing goals of the firm efficiently.

1) Market exchange relationshis a construct of market exchanges and organizaltio
relationships. It is linking two parallel processasarketing and organizational process into
the key managerial responsibility and central bessnprocess. It is merging the marketing
and organizational mix into a value proposition tbe firm. It explains what should
companies do and haw should they act to fulfil rearwants in the way to maximize
shareholders value and their satisfaction.

2) Customeris an actor who is in the relationship with thgaoization and usually buys by
the organization. According to Shum, Bove & Auh@@phe is a key to successful CRM.

3) Managements an organizational function and process, whitbws managers, to decide

upon and coordinate the execution of the complagk of the firm. This is done with

planning, delegating, executing (leading and seleadf human resources) and controlling.
Coordination is the basic method of managementifRoz2002, p. 3).

4) Valueis defined as an outcome of the exchange. Itadifference between the sum of all
benefits and all losses from the market exchaniggioaship. A value proposition is formed

through the marketing and organizational mix of trganization. We acknowledge the
difference between value that is exchanged withctistomer for the reward (usually money)
and between value in use, which is determined e\ctistomer with the actual consummation
of the value in exchange (Payne, Holt & Sue 200bn@os 1996, 2008).

5) Quality of the relationship is defined with the value prsiion and the degree to which the
agreed or expected services of the offer are hedfilQuality of the relationship is determined
with delivery performance, reclamations, availdpjlpre and after sale services, flexibility,
kindness, respect and other determinants of theevptoposition. It is reflected in the
satisfaction of customers.

6) Reciprocityis the core principle of all exchanges in the styc{Cook 1987). It is indirectly
expressed also in the market exchange relationships

7) Trust, commitment, loyalty and satisfactiane psychological constructs in which the
quality of the market exchange relationship isecttd.

Trustis defined by Morgan & Hunt (1994, p. 23) as wiljitess to relay on an exchange
partner in whom one has confidence, a belief thatustworthy partner is reliable and has
high integrity. Trust is a pre-condition for consttive cooperation (Blomgvist & Stahle
2000, p. 3) that leads to long-term relationships.

Commitmenits defined byMorgan & Hunt (1994, p. 23) as an exchange patieeving that
an ongoing relationship is so important as to wdarnaaximum efforts at marinating it. Buttle
(2009, p. 30) states that commitment develops firust, common values and from believes
that the partner is difficult to replace. Committexichange partners will sustain long-term
relationship instead choosing short-term advantaggsmmitment is expressed through
investments in the exchange partner and can tedatal and behaviour.

Satisfactions defined(Geyskensova, Steenkamp & KumarQater 2006, p. 95) as pleasure
when reaching a goal or satisfying a want, as oosts perceived experience, or positive
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emotional outcome. Gil-Saura, Deltoro & Cervera{€au2009, p. 597) believe that
satisfaction is based on rational judgment expegsemotional reactions. They differentiate
1) economical and non-economical, 2) inter-persoaatl inter-organizational and 3)
transactional and summery satisfaction.

Trust, commitment, loyalty and satisfaction formpsychological mix that is one of the basic
dimensions of the CRM model. This dimension shdddetter integrated in the model in the
future.

8) Power in the market exchange relationship is definechwaittor's needs, competences,
knowledge and the availability of alternatives. Actor has a structural power and power in
use. With use of power, an actor influences a markehange relationship and development
of psychological constructs of the customer; likest, loyalty and satisfaction (Cook 1987,
Duarte & Davies 2000, p. 2).

9) Normsare informal rules in the market exchange relatigps that are formed in a specific
moment in place and time (lvens & Blois 2004) ie gocial unit. They are generated form
the cooperation between actors, who act accordindpdir self-interest (Medlin & Quester
2001).

The conceptual, descriptive CRM model (appendighews how actors (individuals or firms)
are connected on the markets with each other frben éxchange, organizational and
psychological perspective. The key figure in thedeids an individual, who has his personal
attitudes, believes values, judgments and wantsat¥Vare addressed on the markets by
actors. Actors cooperate according to their setrgst. Due the division of labour, they
exchange objects and services in the form of vagpositions. The value proposition
addresses a want of the actor. It is determineld thii2¢ marketing and organizational mix and
reflected in the psychological mix in the form detmarket exchange relationship. Market
exchange relationship arises in a self-coordinapoocess among actors in the pseudo-
organization that is composed of firms of sellensl @ustomers. Firms further interact in
wider networks (Lipovec 1987) of actors.

An actor is exposed to others when performing @& ial the (pseudo)organization. This
interaction leads to on-going adaptations of refeghips. In these interactions psychological
constructs develop. They are conditioned with eepees (e.g. trust) and future orientation
(e.g. commitment). They are the drivers of actbediaviour.

A relationship is defined in DOT with four the umii organizational structures; 1)
motivational, 2) power-based, 3) technical andafhmunicational.

The motivational uniform organizational structusedietermined with the wants of actors in
the market exchange relationship. It is expresgeethe formation of value proposition and
agreement on the exchange conditions by which satothe relationship achieve their goals
and maximization of value.

The power-based uniform organizational structuredétermined with the factors like
marketing position, knowledge, alternatives, vglo@position or commitment. This structure
influence all others uniform structures.

The technical uniform structure in the pseudo oigion is represented with the actual
division of the complete technical task betweemeselnd buyer. It determines elements of
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marketing mix like place and product, but also antaand quality of services or supposed
activities of customers. The agreement on technio#brm structure is conditioned by the
power of each actor.

The communicational uniform organizational struetus defining all communications
between actors. Those are direct conversationsugshfons, negotiations, communication
procedures and protocols, documents, project rgpartarketing research, day-to-day
operative communications, marketing communicatliesadvertising or PR and others.

With the interpretation of DOT we were able to pee a definition of market exchange
relationship and develop an abstract, general digsse CRM model. With the developed
model we have explained the management of markeaege relationships and described
the reasons and method of their formation, devetgmand interruption. The model can be
used to understand, explain and predict the behavod actors on the markets. Thus, the
model is an abstract, general explanation that ¢enused to describe concrete, singular
exchange relationships on the market. However, tmletstand the management of
relationships with customers fully, it is fundansrtb analyse and further integrate other
determinants and concepts (e.g. psychological mitt)e CRM model.

3.8 Development of marketing paradigm explained with DOT

Companies are defined as social units in the dpeel@rganizational theory (Lipovec 1987),
therefore management tries to optimize the organmizaf the social unit of the firm and the
whole value chain. At the beginning of marketirigg science is focused on exchanges among
sellers and vendors. With the development of prbdonctechnologies, complex social
structures and specialized division of work, theechéo understand and mange formal
organizational relationships arise. This need ldadsnk understanding of marketing with
organizational theory. As we explained, marketismdoicused on what, while organization is
focused on how.

At the beginning of marketing science and in itstfdecades, the discipline is analysing the
economy from the macro perspective, contrary inl#éisé€ decades of the twenties century it
takes a micro perspective and it is focused on axgh, economics, optimization of internal
and external relationships of the companies. Abenginning of the marketing paradigm there
were predominantly short profit focused transa&liaelationships, only in the last decades
companies massively concentrate on long lastinggfgiaag business relationships.

From the DOT perspective, there were predominatgbhnical composed organizational
structures until the functional or behavioural neditkg approach. At the time of production,
companies were producing and selling their prodiactpredominantly unknown final
customers. Distribution networks and big tradingnpanies had the role of distribution.
Therefore, the interdependence between product@mnpanies and final customers was
blurred. Firms were producing standardized prodaetd there were not many, complex
interaction between firms.

In the middle of the twentieth century, supply @esnes demand. Marketing activities are
focused on differentiation and customization of adue proposition. There is a common
interest to interact among network of companies famal customers. Firms are developing
uniform motivational organizational structure tmpose better value propositions. To do so,
firms are establishing teams that are cooperatiity twusiness partners and developing
offerings and relationships.
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There is more interaction and communication witthie development and marketing teams,
so also the uniform communicational structure igettgping.

In the last decades of the twentieth century, teeegal offer on the market significantly
exceeds the demand. The interaction between bgspatners is becoming very complex.
Adaptation of business structures and processésetmew, more competitive and complex
environment is needed through the whole networkatiie creation. The full technical task is
organized and coordinated between actors, firmsnimees of the value creation network.
Through supply chains as type of networks, managersto optimize the chain by
coordinating relationships among actors: it medmst tmanagers try to optimize both,
producer and customer. Instead of relationship dasedistrust and competition, trust and
cooperation arise. Instead of maximization of shemn profits, companies strive for
sustainable development and social responsibMitithin these processes, the power based
uniform structure is arising. Partners in businestvorks can have similar structural power,
but in many cases, a leading or an umbrella orgéiniz, develops a branched and hierarchic
network of partners (e.g. tier 1, tier 2, tier Pglier). Complex, composed organizational
relationships are developed. Those structures @oedimated within the network; they are
planed, executed and controlled.

To conclude: we have shown that the DOT includéslaiments within the organization
explained in a systematic and logic way. We couwddilg understand that competition is
changing to cooperation, mistrust to trust, praditsocial responsibility etc. Even between
companies the discussed relationships are formddchanging the market forces. We talk
about networks and their organization.

IMPLICATIONSON THE MARKETING PARADIGM

In this paper, we have focused on analysing thexplamed dilemmas on exchange
relationships and management of relationships witstomers. Instead of critics of existing
concepts and highlights of differences in the usi@eding of networks and their
management, we have used the existing knowledgpdmade the understanding of exchange
and relationships into a developed and unified mi@mg concept.

The most important finding of this article is tHa©T (Lipovec 1987) is an appropriate base
to explain the market exchange relationships, fefinthg the concept of customer
relationship management (CRM) and for contributtogthe general development of the
marketing paradigm.

The highlights and key findings of this work arersnarized below. They suggest that:

* According to SET, exchanges between members aifamal social unit occur based on
value domains on an unconscious, also irrationdlsgrontaneous level. Marketing is not
needed for these exchanges to happen. Exchangeelisfdre a principle of self-
determination of the society.

* The core of marketing is not the exchange, ratlardination of relationships in the
organization and in the pseudo organization, allhwthe scope to create a value
proposition that will lead to exchanges betweenract

e If exchange is a characteristic of the society aradketing deals with management of
exchange, then marketing is a process of the soceesocial process.

« Economic or market exchanges are a specific forsooial exchanges.
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* RMis not a radical shift in the marketing paradjgather an extension of the paradigm
with the organizational science (e.g. develope@uwiational theory).

 Market exchange relationships are defined with met@mg, organizational and
psychological mix.

 From the perspective of DOT, there is always a @searganizational relationship
between the supplier and the customers. This mehat there cannot be pure
transactional exchanges, as the supplier has tw kisocustomer and design the value
proposition in order that exchanges can happen.

« CRM is a part of the marketing strategy of the firm it is integrated the marketing
concept that has customer wants at its core.

Based on the findings we suggest a revised definaf marketing:

Marketing is a conscious social process of self{igation of the society by which suppliers
sustain customers (individuals or firms) with valu@ropositions in the process of
customers’ value self-creation and with doing sdinsulate exchanges that maximize value
for both (developed from Bartels 1968, p. 32; Gummesson 200368; Gronroos 2003, p.
172, Vargo & Lusch 2006, 2008).

Our research leads to a new understanding of CRWe fesearch answers some of the key
dilemmas of the marketing paradigm, especiallyjhinfield of CRM. It expands the concept of
exchange with organizational relationships. The ¢ewytribution of the article is based on the
finding that behind the metaphor of exchange reteghip actually lays a theoretical
construct of formal pseudo organizational relatibipsand a construct of market exchange.
The research therefore indirectly answers the diemabout the basic unit of analyze in
marketing. Our research clearly shows that the basiit of research in marketing is not
exchange, neither relationship, rather a highereletheoretical construct composed of
organizational relationships and market exchangles,market exchange relationship.

The proposed descriptive conceptual CRM model Iy tre starting point towards the
understanding of customer relationship manageneme. CRM model is like a core that has
to be explored and upgraded, particularly with thlings of psychology (psychological mix)
but also other related sciences. The goal of thekatang paradigm therefore is to motivate
the research on unexplained professional dilemmathirw related sciences and to
incorporate those findings in CRM model and in akating paradigm. We believe that with
a dipper knowledge of mechanisms of relationshghamges, we will be abele to understand
the role of marketing in the firm and in the sogiahd we will have the knowledge to act to
contribute to better fulfilment of needs of singldividuals, firms and society.
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Appendixes

Appendix 1: A two dimensional management procesdafning, executing and controlling

PLAN sl E XECUTIONgaumndll CONTROL

MANAGEMENT of the BUSINESS - effectiveness

PLAN sl AC TUATION umndll CONTROL

MANAGEMENT of the ORGANZATION -> efficiency

Source: Rozman, 2010
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Appendix 2: Types of relationships in pseudo orgation

RELATIONSHIPS FORMAL INFORMAL

formal organizational iInformal social relationships
relationships -
- spontaneous — they can not &
management of relationshi managed

voluntary organizational Indirectly managed social
relationships exchanges

* *

HIBRID

management of conditions| management of expectations

Source: author’s interpretation
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Appendix 3: PSEUDO ORGANIZATION

Source: author’s interpretation

50060 |

(pseudo) ORGANIZATIONAL formal
RELATIONSHIPS

informal SOCIAL RELATIONSHIPS

INDIVIDUAL ACTOR with his unsatisfied personal need

SUPPLIER

CUSTOMER (individual or organization)

WANT of the customer

MARKET EXCHANGE BETWEEN ACTORS
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Appendix 4: VALUE PROPOSITION

technical
uniform
structure

motivational

CUSTOMER'S
WANT

communicational| power-based

ORGANIZATIONAL MIX

Source: author’s interpretation

ACUSTOMERS

WANT

MARKETING MIX
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Appendix 5: Conceptual, descriptive CRM model dtice

BUSINESS
PERSPECTIVE

RELATIONSHIP
PERSFPECTIVE

EXCHANGE
PERSFPECTIVE

PSICHOLOGICAL
PERSPECITVE

Source: author’s interpretation

BUSINESS - COMPANY
WMARKETING as an

integrative function

ACTORS in BUSINESS
FUNCTIONS

Employees in marketing and
part-time marketers

ORGANIZATIOMNAL ML

ORGANIZATIONAL ROLE
ofthe ACTOR

INFORMAL RELATIONSHIPS
inthe organization

ACTORS of the seller COMPANY

MARKET EXCHANGE

WARKETING MK based on the
WARNT of the customer

PSHYOLOGICAL
CONSTRUCTS of ACTOR; trust,
commitment, satisfaction

ACTOR -individual or
organization

WART of the ACTOR - individual or
composed organizational

24



Bibliographies

1. Achrol, SR, Kotler, P 1999, ‘Marketing in the Nettkd=conomy; Journal of Marketing, Special Issuel. 63,
146 -163.

2. Alderson, W 1957Marketing behaviour and executive action: A funadilist approach to marketing theory
RD Irwin.

3. Bagozzi, RP 1974, ‘Marketing as an Organized Bahael System of Exchangdburnal of Marketingvol.
38, no. 4, pp. 77 - 81.

4. Bagozzi, RP 1975, ‘Marketing as Exchangeurnal of Marketingvol. 39, pp. 32 — 39.

5. Ballantyne, D, Christopher, M & Payne, A 2003, ‘&e&nship Marketing: Looking Back, Looking Forward’
Marketing Theoryyol. 3, no. 1, pp. 159 — 166.

6. Ballantyne, D, Varey, JR 2006, ‘Creating value-sedhrough interaction: the exchange logic of ne¢at
communicating and knowingMarketing Theoryvol. 6, no. 3, pp. 335 -348.

7. Bartels, R 1965, ‘A Statement of Marketing PhilasgpJournal of Marketingvol. 29, pp. 43 — 44.
8. Bartels, R 1968, ‘The General Theory of Marketinigurnal of Marketing, vol. 32, pp. 29 — 33.

9. Bendapudi, N, Berry, LL 1997, ‘Customers’ motivatifor Maintaining Relationships with Service Precafisl,
Journal of Retailingvol. 73, no. 1, pp. 15 -37.

10. Berghall, S 2003, ‘Perceptions of Dyadic Businestafonships: In Search of the Social Psycholodszsis of
Interpersonal Relationship Perceptions in SocioABeoaic Exchange RelationshipSarketing Theoryyol. 3, no.
59, pp. 59 -77.

11. Blois, K 2003, ‘B2B ‘Relationships’ — A Social Cdnsction of Reality?: A Study of Marks and Spenard
One of its Major SuppliersMarketing Theoryvol. 3, no. 1, pp. 79 — 95.

12. Blomgjist, K, Stahle, P 2000 ‘Building Organizatidfiaust’, viewed 18' November 2009,
<http://www.impgroup.org/paper_view.php?viewPapér=3

13.Bohling, T et a. 2006, ‘CRM Implementation: Effegness Issues and Insight&kurnal of Service Research
vol. 9, no. 2, pp. 184 — 194.

14.Boulding, W et al. 2005, ‘A Customer Relationshigm&gement Roadmap: What is known Potential Pitfalls
and Where to GoJournal of Marketingvol. 69, no. 10, pp. 155 — 166.

15. Brodie, JR, Glynn SM, Van Durme, J 2002, ‘Towardehaory of Marketplace Equity: Integrating Branding
and Relationship Thinking with Financial Thinkin§larketing Theoryyol. 2, no. 5, pp. 5 -28.

16. Ivens, BS, Blois, KJ 2004, ‘Relational Exchange isiin Marketing: A critical Review of Macneil's
Contribution’,Marketing Theoryvol. 4, no. 3, pp. 239 — 263.

25



17. Buttle, F 2009Customer Relationship Management: Concepts andribdoties Elsevier, Sydney.

18. Cater, B 2006, ‘Zavezanost v odnosih med trznokazislinimi aganecijami in natoiki raziskav’, PhD thesis,
Ekonomska fakulteta v Ljubljani, Ljubljana.

19. Cobb, CW, Douglas, PH 1928, ‘A Theory of productipAmerican Economic revigwol. 18, no. 1.

20. Dorfman, R, Samuelson, P, Solow, R 1958gar Programming and Economic AnalysiécGraw-Hill, New
York.

21. Drucker, FP 1958, 'Marketing and economic develagm&he Journal of Marketingop. 252 — 259.

22.Duarte, M, Davies, G 2000, ‘Trust as a Mediatingi®lale in a Complex Model of Channel Member
Behaviour’, viewed 19 November 2009, <http://wwwpignoup.org/paper_view.php?viewPaper=49>.

23.Egan, J 2003, ‘Back to the Future: Divergencesealafonship marketingMarketing Theoryvol. 3, no. 1, pp.
145 - 157.

24. Exchange in Wikipedia, viewed on 29 July 2009, Wep.wikipedia.org/wiki/Exchange.

25. Finnegan, DJ, Currie, WL 2009, ‘A multi-layered appch to CRM implementation: An integration
perspective’ European Management Journgrticle in press), pp. 1- 15.

26. Gronroos, C 1994, ‘From Marketing Mix to RelatioisMarketing: Towards a paradigm shift in Marketing
Management Decisionwpl. 32, no. 2, pp. 4 — 20.

27.Groénroos, C 1996, ‘The value concept and relatignstarketing’,European Journal dflarketing,vol. 30,
no. 2, pp. 19 — 30.

28. Gronroos, C 1999, ‘Relationship Marketing: Challesdpr the organizationJournal of Business Research,
vol. 46, pp. 327 — 335.

29. Gronroos, C 2003, ‘Taking a Customer Focus Baok the Boardroom: Can Relationship Marketing dqg it?’
Marketing Theoryyol. 3, no. 1, pp. 171 - 173.

30. Grénroos, C 2004, ‘The Relationship marketing pssceommunication, interaction, dialogue, valdeurnal
of Business & Industrial Marketingol. 19, no. 2, pp. 99 — 113.

31. Grénroos, C 2006, ‘Adopting a service logic for keing’, Marketing Theoryyol. 6, no. 3, pp. 317 — 333.

32.Grénroos, C 20064, ‘On defining Marketing: findiagiew roadmap for Marketing¥arketing Theoryvol. 6,
no. 3, pp. 395 -417.

33. Gronroos, C 2008, ‘Service logic revised: who asatalue? And who co-createsR2yropean Business
Reviewvol. 20, no. 4, pp. 298 — 314.

26



34. Gummesson, E 1996, ‘Relationship marketing and ingay organizations: a synthesiEuropeanJournal of
Marketing,vol. 30, no. 2, pp. 31 — 44,

35. Gummesson, E 1997, ‘In Search of Marketing Equiilifor. Relationship Marketing Versus Hypercompetitjon
Journal of Marketing Managemempl. 13, pp. 421 — 430.

36. Gummesson, E 2003, ‘Relationship Marketing: Ithappens here and nowNMarketing Theoryyol. 3, no. 1,
pp. 167 — 169.

37.Hakansson, H 2005, ‘Developing a new understandimgarkets: reinterpreting the 4Pgqurnal of Business
& Industrial Marketing vol. 30, no. 3, pp. 110 - 117.

38. Hakansson, H, Ford, D 2002, ‘How should companigsract in business networks2qurnal of Business
Researchvol. 55, pp. 133 — 139.

39. Houston, FS, Gassenheimer, BG 1987, ‘Marketingeaxachange’ Journal of Marketingvol. 51, no. 10, pp. 3
- 18.

40. Hyung-Su, K, Young-Gul, K 2009, ‘A CRM performangeasurement framework: Its development process
and application’)ndustrial Marketing Managementol. 38, pp. 477 - 489.

41. Jarti¢, Z 1999,Celostni marketingfaculty of social studies, Ljubljana.

42, Jarratt, D 2004, ‘Conceptualizing a relationshimagement capabilityMarketing Theoryyol. 4, no. 4, pp.
289 -309.

43. Kotler, P 1972‘'A Generic Concept of MarketingJournal of Marketingyol. 36, no. 4, pp. 46 -54.

44.Kotler, P, Levy JS 1969, ‘A New Form of Marketingybpia: Rejoinder to Professor Luckournal of
Marketing pp. 55 — 57.

45, Kotler, P 1996Marketing Managemen§lovenska Knjiga, Ljubljana.

46. Lages, LF, Lancastre, A & Lages, C 2008, ‘The B2BERERF scale and scorecard: Bringing relationship
marketing theory into business-to-business practiodustrial Marketing Managementol. 37, pp. 686 — 697.

47. Lipovec, F 1987Razvita teorija organizacije (Developed OrganizatibTheory) Zalozba obzorja Maribor,
Maribor.

48. Mauss, M 1979, Sociology and psychology: essaygtRdogy Press.

49. Medlin, CJ, Qester, PG 2001, ‘A collaborative ietrmodel of relational coordination: Examining &ielnal
Norms as Actor Bonds’, the paper was publisheti@tl’th IMP-conference, Oslo, 9 -"3eptember.

50. Méller, KK, Halinen, A 1999, ‘Business Relationshignd Networks: Managerial Challenge of Network Era
Industrial Marketing Managementol. 28, pp. 413 — 427.

27



51. Morgan, MR, Hunt, DS 1994, ‘The Commitment-Trusedhy of Relationship MarketingJournal of
Marketing vol. 58, no. 7, pp. 20 — 38.

52.Nude, P et al. 2009, ‘Exploiting the B2B knowledgswork: New perspectives and core conceptsystrial
Marketing Managemenvol. 38, pp. 493 — 494.

53.O0’'Malley, L, Patterson, M, Kelley-Holmes, H 2008eBth of a metaphor: reviewing the ‘marketing as
relationship’ frame’Marketing Theoryyol. 8, no. 2, pp. 167 -187.

54. Moeller, S 2008 ‘Customer Integration A Key to dnthlementation Perspective of Service Provisidoyrnal
of Service Researchol. 11, no. 2, pp. 197 -210.

55. Palmer, R, Lindgreen, A & Vanhamme, J 2005, ‘Retethip marketing: schools tiought and future
research directionsMarketing intelligence & Planningol. 23, no. 3, pp. 313 — 330.

56. Papers, D, Rogers, M 200Managing Customer Relationshijphn & Sons, Hoboken.

57.Payne, A & Holt, S 2001, ‘Diagnosing Customer Valimegrating the Value Process and Relationship
Marketing’, British Journal of Managementpl. 12, pp. 159 — 182.

58. Payne, A, Frow, P 2005, ‘A Strategic Framework@aistomer Relationship Managemedburnal of
Marketing vol. 69, no. 10, pp. 167 - 176.

59. Payne, A 20091andbook of CRM: Achieving Excellence in CustomandyementElsevier, London.

60. Payne, A, Holt, S 20Q1Diagnosing Cstomer Value: Integrating the Value Process andti®elship
Marketing’, British Journal of Managementol. 12, pp. 159 — 182.

61. Peters, DL, Gassenheimer, JB & Wesley JJ 2009 ,Kétarg and the structuration of organizational éag’,
Marketing Theoryvol. 9, no. 3, pp. 341 — 368.

62.Plewa, C, Quester, P, Baaken, T 2005, ‘Relationstagketing and university-industry linkages: A ceptual
framework’,Marketing Theoryvol. 5, no. 4, pp. 433 — 456.

63. Rosenbleeht, M et al. 2002, Capturing Value ThroGgktomer Strateg®ooz Allen Hamiltorinc., viewed 29
December 2009, < http://www.boozallen.com/medi@/fid1260.pdf >.

64.Ryals, L 2005, ‘Making Customers Relationship Masragnt Work: The Measurement and Profitable
Management of Customer Relationshiggiurnal of Marketingvol. 69, October, pp. 252 - 261.

65. Rozman, R 1999, ‘Razmerja med poslovanjem, orgaijizén ekonomijo ter med pripadajoi znanostmi’,
Organizacija vol. 32, no. 4, pp. 185 - 192.

66. Rozman, R 2002, ‘Relationships between Managemeht.aadership’The European Institute for Advanced
Studies in Managementol. 16, 17, pp. 1 — 16.

28



67.Rozman, R 2010, ‘The Slovenian organization theony its relationship with associated theories amghses’,
1st International Conference on Management and @izgion The Slovenian Academy of Management, Brdo pri
Kranju.

68. Shaw, HE, Jones, GB 2005, ‘A history of schoolsnafketing thought'Marketing Theoryyol. 5, no. 3., pp.
239 — 281.

69. Shum, P, Bove, L & Auh, S 2008, ‘Employees’ affeetcommitment to change. The Key to successful CRM
implementation’ European journal of Marketingrol. 42, no. 11/12, pp. 1346 — 1368.

70. Stigler, GJ 1941Production and distribution Theoracmillan, New York.

71. Stigler, GJ 1966The Theory of price, MacmillalNew York.

72. Parvatiyar A, Sheth NJ 1998landbook of Relationship Marketin§age Publications, Thousand Oks.

73. Tadajewski, M 2009, ‘The foundations of relatioqshiarketing: reciprocity and trade relatioMarketing
Theory,vol. 9, no.1, pp. 9 — 38.

74. Tadajewski, M, Saren, M 2008, ‘Rethinking the Enserce of Relationship Marketingarketing Theoryyol.
29, no. 2, pp. 193 — 206.

75. Tajnikar, M 2006 Mikroekonomija Univerza v Ljubljani, Ekonomska Fakulteta, Ljarip.

76.Vargo,LS, Lusch, RF 2004, ‘Evolving to a New Dominantgiofor Marketing’,Journal ofMarketing vol. 68,
pp.1-17.

77.Vargo, LS, Lusch, RF 2006, ‘Service-dominant logéflections and refinementdViarketing Theoryvol. 6,
no. 3, pp. 281 — 288.

78. Wilkinson, FI, Young, LC 2005, ‘Toward a normatitreeory of normative marketing theorWarketing
Theory vol. 5, no. 4, pp. 363 -396.

79. Wilson, H, Clark, M, Smith, B 2007, ‘Justifying CRMojects in a business-to-business context: Thenpials
of the benefits Dependency Networkiternational Marketing managemenbl. 36, pp. 770 — 783.

29



social unit: group of individuals that have their specificatednships, roles and norms

firm: formal entity composed of a group of individuatas that have organization roles and are
coordinated by the manger to achieve the goalseofitm

organization: a system of relationships among actors that all@ational achievement of goals
of a social unit, firm or network
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