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ABSTRACT 

Observations of industrial and service sector organi
zations have raised questions about asswning the validity 
that buyer-seller behavior should continue to be consid
ered as a transactional process. Debate has led to the 
emergence of the concept known as "relationship mar
keting." Other researchers have noted variance between 
classic theories and management practices in highly 
innovative organizations and posit a concept 
of' entrepreneurial marketing." Given the variety of trad
ing circumstances facing organizations, perhaps the wis
est course is to accept that transactional, relationship and/ 
or entrepreneurial marketing all offer opportunities for 
firms to optimize performance. 

INTRODUCTION 

By exploiting the scale benefits of mass production 
to supply low priced, standardized goods such as the 
automobiles, refrigerators and television, the USA 
emerged as the dominant trading nation for most of the 
20th century. This success is the reason why the USA has 
also become the primary source of many of the new 
theories of management. Alfred Sloan held the view that 
the secret of successful management is grounded in the 
concept of applying rational planning to achieve the 
single minded goal of maximizing profits. To assist in the 
normalization of this theory, Sloan and his supporters 
from within the academic community drew upon the 
conceptual rules of business established by the econo
mist Adam Smith and the militaristic principles of the 
Greek and Roman empires. Described as a "Classical" 
approach to business, the principles of rational planning 
models as a path through which to optimize organiza
tional performance have subsequently became the foun
dation stone upon which the syllabi of many business 
schools around the world have been constructed 
(Whittington 1993). 

America's loss of market share to the new economic 
tiger nations of Japan and Taiwan caused a radical re
examination of the management principles being taught 
in W estem nation business schools. Some researchers 
have focused their efforts on seeking to understand the 
nature of Pacific Rim managerial practices in the context 
of assessing how such nations are utilizing Classicist 
managerial philosophies. Others such as Mintzberg 
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adopted the view that there is a need to place greater 
emphasis on observing actual management practices 
when seeking to evolve new theoretical paradigms. From 
such thinking, alternative schools of management thought 
have begun to emerge. Mintzberg (1989) questioned the 
basic premise of Classical management theory that strat
egy formation is a controlled, conscious process under
taken by man acting as a rational, economic thinker. His 
perspective of the manager is of an individual who is 
reluctant to embark on unlimited searches for informa
tion and instead is more likely to form an opinion on the 
basis of the first satisfactory option that is presented for 
consideration. Known as the "Processual" approach to 
management, this school of thought downgrades the 
importance of rational analysis and instead perceives 
management as creating strategies through selecting 
those routines which within the organization can be 
identified as contributing to success. 

Another perspective is that posited by the "Evolu
tionists." This school of thinking believes the destiny of 
the firm is determined by "the laws of the commercial 
jungle." The Evolutionists' view of strategic planning is 
to urge the manager to accept that markets control destiny 
and to place emphasis on selecting industrial sectors 
which are compatible with the identified capabilities of 
the organization. In contrast to the Processualist and 
Evolutionist approach to management, the "Systemic" 
school of management supports the idea of organizations 
placing faith in a structured planning process through 
which to evolve a strategy compatible with the external 
environment in which the firm is required to operate. 
Although this is clearly a philosophy which in part is 
compatible with the Classicists' view of the world, the 
Systemicists feel that the actual behavior of organiza
tions is to a large degree determined by specific socio
logical contexts. This implies that decision-makers are 
strongly influenced by the social networks of which they 
are a part. Thus in examining alternative approaches for 
developing an effective planning philosophy, the 
systemicist will seek to comprehend the social roots from 
which the organization has emerged. 

THE BIRTH OF MARKETING THEORY 

After the Second World War the American G.I. 
returned home to a nation eagerly ready to adopt the 
mantle of being the leading economic power for the 
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balance of the 20th century. The expertise and wealth 
accumulated through acting as the manufacturing hub for 
the Allied Powers' military materials during the war was 
immediately directed towards the creation of what sub
sequently has become known as the " American Dream." 
The post-war growth of the American economy, fueled 
by rapidly rising consumer spending, provided the plat
form for the subsequent global expansion of firms such as 
Coca Cola, MacDonalds, and Levi Strauss. 

Some management theorists, seeking to understand 
the success of such firms, concluded that performance 
could be linked to the adoption of a marketing orientated 
business philosophy. This approach to management is 
based on the concept that financial goals can best be 
achieved by firstly determining the needs of the customer 
and then satisfying these by providing appropriate prod
ucts and/or services. Marketing, by reducing risk and 
improving understanding of customer needs, was pre
sented as superior to the more traditional industrial 
model of constructing a plant to produce products and 
only then seeking sufficient customers to purchase all 
available output. The founding fathers of 20th century 
marketing (e.g., Kotler 1997) were clearly influenced by 
the Classicist view of management. As a consequence, 
many standard textbooks present marketing as a sequen
tial, logical process designed to provide answers to the 3 
questions of: (I) "Where are we now?," (2) "Where are 
we going?" and (3) "How are we going to get there?." To 
undertake this type of analysis, the marketer is advised to 
adopt a classicist strategic management approach. The 
entry point to process is to execute a detailed study of 
both the internal and external environments confronting 
the organization. This knowledge then permits definition 
of future performance goals, the strategy through which 
to achieve these goals and the elements of the plan 
necessary for underpinning adopted strategy. Delivery of 
the plan is achieved by utilizing the "4Ps" variables of 
Product, Price, Promotion, and Place. Concurrent with 
implementation of the plan is the creation of a feedback 
and control system which provides the manager with the 
knowledge necessary to effectively monitor actual ver
sus planned performance. 

In this Classicist view of the world, the marketer is 
assigned the task of acting as the interface between the 
market and the organization. The nature of role is that of 
matching the resources available within the firm to 
opportunities evident within the external environment of 
which the organization is a part. The proven durability of 
this concept is demonstrated by the fact that the brand 
management organizational structure is still in use to-day 
within successful fast moving consumer goods 
("f.m.c.g.s") organizations such as Unilever and Procter 
& Gamble. 
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MARKETING - A TROUBLED ADOLESCENCE 

The basic theories of marketing were initially evolved 
through studies of the battle for market share between 
major brands in U.S. consumer, tangible goods markets 
such as detergents and coffee. Researchers seeking to 
validate the benefits of classical theories of marketing 
management in other situations such as industrial and/or 
service markets, however, have often encountered severe 
difficulties in locating evidence that classical marketing 
concepts are widely accepted by managers within these 
latter industrial sectors. 

Initially the apparent absence of a strategic market 
orientation was often attributed to this being a reflection 
of the inadequacies of managers who failed to appreciate 
the benefits of a structured, formalized approach to 
marketing. In the Nordic countries, however, a " grounded 
theory" approach of avoiding preconceived hypotheses 
of management process, observing actual events and 
seeking convergence in practice, has led to identification 
of alternative marketing models. Pioneering work by the 
Industrial Marketing and Procurement ("IMP") Group 
proved that firms in many industrial markets, instead of 
seeking to build market share through emphasis on 
intense competition with other brands, are often orien
tated towards the concept of inter-firm co-operation as a 
path through which to build long-term relationships 
based upon trust and commitment. Writers such as 
Nystrom ( 1990) posit that the classical school of market
ing is based upon the economic theory of the firm in 
which well defined products are made available in a 
market where both supplier and customer are fully in
formed about the relative merits of competing offerings. 
He argues that classical marketing is founded on the 
assumption that access to information permits the cus
tomers to make a rational choice based upon a compari
son of benefits offered by competing firms. Furthermore 
he feels classical marketing theory incorrectly assumes 
buyers are passive, reactive users who are not interested 
in any form of interaction with the supplier. 

Studies of the marketing process in service sectors 
such as finance and retailing have also revealed situa
tions where customers do not exhibit a strong transac
tional orientated buying behavior. Instead supplier firms 
seek to exploit opportunities for building long term 
relationships based on working in close partnership with 
purchasers. In manufacturing environments, added weight 
for a move towards closer customer-supplier relation
ships have been assisted by the managerial philosophies 
of Total Quality Management (T.Q.M.) and Just In Time 
(J.I.T.). Clearly a large Original Equipment Manufac
turer such as IBM or Xerox can only fulfill customer 
expectations if their suppliers are also dedicated to the 
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delivery of high quality components. For this to be 
achieved, both the suppliers and the O.E.M. have to move 
away from the traditional, price-based, confrontational 
negotiation style towards a relationship orientated style 
based upon respect for each others contribution to achiev
ing the mutual goal of optimizing product quality. 

J.I.T. is a philosophy based upon adopting a highly 
responsive, batch-type manufacturing system in which 
production schedules are matched to recently received 
customer orders. Although as with any concept where 
actual achievement tends to be less than stated aspiration, 
forfirms such as Hewlett Packard, J.I.T. has significantly 
reduced inventory levels and concurrently enhanced the 
firm 's image as being able to offer a rapid, flexible 
response to changing customerneeds. Similar to T. Q .M., 
however, for J.I.T. to be successful the firm must create 
a close working relationship with suppliers in order to 
implement concepts such as same day delivery, willing
ness to come onto the shop floor to manage restocking of 
component bins and automated invoice generation using 
Electronic Data Interchange (E.D.I.) systems. 

Similar to the marketer in industrial markets, many 
service marketing theorists, in seeking to evolve para
digms appropriate to circumstance, have focused on the 
fact that many firms instead of emphasizing single trans
actions should in fact be attempting to build long term 
relationships with customers. A strong impetus to this 
alternative philosophy was provided by Reichfeld and 
Sasser ( 1990) who demonstrated that the real benefits of 
marketing come from programs directed at achievement 
of "zero defections." 

RELATIONSHIP VERSUS TRANSACTIONAL 
MARKETING 

As a result of studies of both industrial and service 
sector firms, a new school of thought has emerged which 
examines how the firm can orchestrate internal resources 
and processes to create and sustain customer loyalty. 
Collectively this new orientation, which has both Ameri
can (Berry 1983) and Nordic (Gummerson 1987) roots, is 
known as Relationship Marketing. Supporters of this new 
form of marketing argue that in order to survive in 
markets which have become more competitive and more 
turbulent, organizations must move away from manag
ing transactions and instead focus on building long 
lasting customer relationships (Webster 1992). 

Some disciples of the "new marketing" have sug
gested that traditional concepts based around the ap
proach of focusing resources on the "4Ps," which may 
have been appropriate in North American consumer 
branded goods markets of the 50s and 60s, are no longer 
relevant in to-day ' s world. Gronroos ( 1994 ), for example 
proposes that " the usefulness of the 4Ps as a general 
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theory for practical pwposes is, to say the least, highly 
questionable." A somewhat less extreme position, how
ever, has been proposed by Nevin ( 1994) who feels firms 
should adopt a segmentation philosophy ranging from 
building strong relationships with key customers through 
to continuing to utilize the traditional "4 Ps" approach for 
those customers seeking a standardized, generic product 
proposition. A similarly balanced view is presented by 
Anderson and Narus (1991) who recommend that firms 
weigh both customer orientation towards closer relation
ships and the cost/benefit implications of sustaining 
close relationships when selecting the most appropriate 
strategy to suit prevailing market conditions. 

The evolving view of some academics that market
ing should move beyond pure economic transaction 
theory and incorporate social structures into their process 
models has been assisted by Granvotters' s ( 1985) theory 
of embeddedness. Uzzi ( 1997) has examined the concept 
of embeddedness as it relates to the marketing process. In 
his model, he notes that there will still remain those firms 
who exhibit the neoclassical principles proposed by 
Wilson ( 1989) of being exchange partners linked by 
arm's length ties, switching between suppliers purely on 
of lower prices. In an embedded relationship, however, 
Uzzi posits that firms perceive advantages in relation to 
factors such as access to privileged information and 
receipt of preferential treatment by customers when 
reaching their purchase decision. In very complex em
bedded relationships, entire groups of firms in the same 
geographic location and/or industrial sector may develop 
such close personal ties, that they cease to behave as 
autonomous units and trade as marketing networks. 

ENTREPRENEURIAL MARKETING 

Another area of academic debate reflecting dissatis
faction with the traditional transactional "4Ps" approach 
to marketing, is that smaller firms exhibit a somewhat 
different approach to the management of customers. This 
has occurred because academics (e.g., Carson, et al . 
1995) have questioned whether many of the classic large 
firm marketing theories can be transferred into the small 
firms sector. By moving away from a positivist orienta
tion towards research and instead observing actual man
agement practices, some researchers are beginning to 
evolve a different perspective of what might constitute 
effective marketing practices within the smaller finn 
(Carson, et al . 1995). 

This latter type of research has prompted some 
writers to conclude that marketing within the smaller 
firm can often be viewed as an integral part of managing 
entrepreneurial activities. The justification for proposing 
that small firms adopt an entrepreneurial marketing 
philosophy is that they face specific constraints which set 
them apart from larger organizations (Birley 1982). 
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AN ALTERNATIVE MODEL OF MARKETING 
PHILOSOPHIES 

A potential hazard with emerging theories of man
agement is that polarization of opinions may cause 
academics to reject alternative perspectives and at the 
extreme, begin to claim firms can only succeed by 
adopting their prescriptive solution. This can be con
trasted by the views expressed by Jackson ( 1985) who, in 
the case of relationship marketing, argued that the phi
losophy may not be relevant to all situations. To her, 
transactional marketing is probably more appropriate in 
those cases where the customer has a short time horizon 
and switching suppliers is a low cost activity (i.e., 
Wilson's neoclassical view of firms acting in arm's 
length transactions). Where the customer has a long time 
horizon and the costs of switching are high, then the 
purchase decision will involve a careful search for a 
supplier who is prepared to invest time and money to 
build a strong, lasting relationship with the customer 
(i.e ., firms exhibiting Granvotter ' s theory of 
embeddedness). 

If one accepts Jackson's perspective, then the debate 
between transactional versus relationship marketing is 
one of choice. Thus in virtually every industrial and/or 
service sector situation, there are price oriented custom
ers who respond well to a transactional marketing phi
losophy; whereas there are other purchasers with whom 
a strong long-term relationship can be created. The 
objective forthe marketer under these circumstances is to 
select the marketing philosophy for their organization 
which is most suited to their firm 's internal capabilities 
and/or the nature of the product proposition they desire to 
offer to the market. 

The same proposal on internal capability and nature 
of product offering can be made in the context of an 
entrepreneurial versus a non-entrepreneurial marketing 
orientation. Some firms are best suited to manufacturing 
standardized goods at a competitive price. Other firms 
are extremely competent at managing "leading edge" 
technology and clearly this skill can be best exploited by 
adopting an entrepreneurial orientation of regularly 
launching new, innovative products. 

If one accepts the perspective that both transactional 
versus relationship and entrepreneurial versus conserva
tive marketing are not mutually exclusive concepts, then 
this permits consideration of hybrid management mod
els. The latter approach seems eminently more likely to 
be of greater benefit to the evolution of new theories of 
marketing than the trait of exhibiting an unchanging 
allegiance to a single, purist philosophy. Acceptance of 
alternative views of the world then permits the sugges
tion that all of the following approaches to marketing 
present equally valid choices: 
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1. Conservative-transactional style finns who operate 
in markets where the customer is seeking standard 
specification goods or services at a competitive 
price and has little interest in building a close 
relationship with suppliers (e.g., double glazing 
firms bidding on Local Government replacement 
window contracts). 

2. Conservative-relationship style firms who operate 
in markets where the customer is seeking standard 
specification goods or services but is willing to work 
closely with suppliers to optimize quality and/or 
obtain mutual benefits from creating an effective 
purchase and delivery system. (e.g., engineering 
firms supplying components to OEMs who operate 
J.I.T.ff.Q.M. manufacturing philosophies). 

3. Entrepreneurial-transactional style firms who oper
ate in markets where customers are seeking innova
tive products or services which can be procured 
without fonning a close relationship with suppliers 
(e.g., software houses using direct mail to market 
low cost, customized spreadsheet packages which 
solve sector specific management accounting prob
lems). 

4. Entrepreneurial-relationship style firms who oper
ate in markets where customers work in partnership 
with suppliers to develop innovative new products or 
services ( e.g., producers of low volume, customized 
microprocessors utilized by specialist machine tool 
manufacturers). 

One way of presenting these alternative market 
positions is to assume there are two dimensions influenc
ing marketing strategy; namely closeness to customer 
and level of entrepreneurial activity. By using these two 
dimensions, it is possible to create a matrix of the type 
shown in Figure I to visualize the 4 alternative marking 
styles that might offer alternative strategic choices to a 
firm. 

In using the model with both students and practioners, 
it is critical to note that it exhibits the same weakness of 
all matrix models; namely that the 4 styles may incor
rectly be perceived as "black or white," mutually exclu
sive market positions. Hence a presenter of the model 
should emphasise that in fact both dimensions are actu
ally each a continuum. At one extreme of "Closeness to 
Customer," the firm will behave in a totally transactional 
marketer. Firms nearer the mid-point may have a mixed 
strategy of being close to customers in some ways (e.g., 
offering detailed pre-purchase advise), but act in a more 
transactional way over another variable such as delegat
ing post-purchase services to another organization. Fur
thermore at the end of the continuum, firms may be so 
committed to close relationships that they cease to be 
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FIGURE 1 
An Alternative Marketing Style Matrix* 

= 0 Entrepreneurial- Entrepreneurial-
".C High Transactional Relationship :! e Marketing Philosophy Marketing Philosophy ·-... 
0 
= 0 ·.c : Low 

Conservative- Conservative-
Transactional Relationship 

0 = Marketing Philosophy Marketing Philosophy 
~ 

*Source: Chaston, I. (l 999), New Marketing Strategies, Sage, London. 

autonomous trading entities and become highly inte
grated marketing networks. 

Similarly on the innovation continuum, at one ex
treme the firm may only concentrate on the sale of 
existing well established goods or services. Nearer to the 
mid-point on the dimension, the firm may have a mixed 
porfolio comprising both long established and relatively 
new products. At the extreme, the firm may only seek to 
be perceived as highly innovative and has a policy of 
withdrawing from any new market sector as a new item's 
position on the Product Life Cycle moves into the Growth/ 
Late Growth phase. 

RESEARCHING THE HYBRID CONCEPT 

This author feels it is inappropriate to present alter
native theories in the teaching environment without 
firstly testing their existence in the real world. Hence a 
research study was undertaken to determine whether it is 
possible to demonstrate that firms can be identified 
which fit all of the 4 cells in the alternative hybrid 
marketing matrix. styles and lo assess whether style influ
ences the overall performance of the firm. 

Miller ( 1983) has proposed that entrepreneurial style 
encompasses the elements of risk-taking, innovation and 
proactiveness. Covin and Slevin (1988) applied this 
definition to evolve and validate a 6 item tool which uses 
statements aspects of the innovation managerment pro
cess to measure the degree to which respondent firms 
exhibit an entrepreneurial style. The overall mean score 
for the 6 items is used to classify the respondent firms. If 
a finn' s mean score is equal or below the overall sample 
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mean, the organisation is considered to be a conservative 
firm offering standard goods or services. The firm which 
has a mean score higher than the overall sample mean is 
considered to be enttrepreneurial. 

Although a review of the literature provides a num
ber of different descriptions of the characteristics exhib
ited by relationship orientated organiz.ations, no appro
priate scale appears to exist which can be used as research 
tool. Anderson and Narus (1991) have suggested that 
marketing strategy can be considered as a continuum 
ranging from transactional through to a relationship 
orientation. By adopting the same research design as in 
the Covin/Slevin study, it may be possible to determine 
a firm's position on a strategic continuum by seeking 
owner/managers' level of agreement with descriptive 
statements concerning management of customer rela
tions. 

Gummesson' s ( 1987) and Gronroos' s relationship 
(1994) models permitted the generation of twenty de
scriptive statements which were reviewed in focus group 
meetings with manufacturing finns . From this list the 
following six statements were found to most clearly 
differentiate between firms which operate in markets 
where the customer is seeking standard components at a 
competitive price and those in which the customer seeks 
to build close working relationship with suppliers (Chaston 
1988): 

I . Revenue is primarily generated from repeat sales 
from customers with whom the firm has developed 
long term, close personal relationships. 
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2. In-depth understanding of customerneeds is achieved 
through building close working relationships over a 
number of years. 

3. New and improved products are developed by work
ing in close partnership with customers. 

4. The firm ' s quality standards are specifically tailored 
to meet the individual customers needs. 

5. Staff are strongly committed to meeting the needs of 
others both inside and outside the organization. 

6. Staff at all levels within the firm interact with 
customers in seeking solutions to identified prob
lems. 

A survey 300 SME sector UK manufacturing firms 
across the SIC codes 3400 - 3600 (selection profile from 
a UKDunandBradstreetdata baseoffirmswith-25-100 
employees) was undertaken in which the owner/manag
ers were asked to respond to statements concerning 
entrepreneurial and relationship management style. Sales 
growth is measured using a point scale ranging from 
" sales declined by > 10 percent over the last 3 years 
(value l) to "sales have increased by over 30 percent" 
(value 7). 

Responses were received from 104 organizations, 
representing a response rate of 34.7 percent. Finns were 
classified into the 4 styles of conservative-transactional, 
conservative-relationship, entrepreneurial-transactional 
and entrepreneurial-relationship marketing style accord
ing to whether their entrepreneurial and relationship 
scores were above or below the mean value for each of 
these two indices. 

Summary statistics for the performance of the 4 
marketing styles are shown in Table 1. It can been seen 
from these data that the entrepreneurial-transactional 
firms have the highest overall sales growth rate, entrepre
neurial-relationship and conservative-relationship firms 
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have slightly lower, but similar, growth rates and conser
vative-transactional finns have the lowest growth rate. 

The results of this study do appear to support the 
possible existence of 4 different marketing styles which 
reflect a merger of the concepts of relationship and 
entrepreneurial marketing. In terms of commenting upon 
which is the most appropriate style for small UK manu
facturing firms, on the basis of the significantly lower 
average sales revenue reported for conservative-transac
tional style firms, it does appear that this is the least 
appealing strategic option. This is in contrast with entre
preneurial-transactional, conservative-relationship or 
entrepreneurial-relationship marketing styles, all of which, 
on average, achieve higher revenue growth. 

The results of the study should not, however, be used 
to make prescriptive recommendations about which is 
the best style for a firm to adopt. It is clearly very 
necessary to recognize that market circumstances and/or 
the orientation of the management will influence this 
decision. For example a firm may operate in a market 
where customers are essentially transactionally orien
tated and/or the benefits of moving closer to customer are 
greatly outweighed by the costs a firm would encounter 
in implementing such actions. Alternatively if the per
sonal aspirations of management are to develop radically 
innovative new product, then building extremely close 
links with customers might limit the firm's ability to 
become a leading edge supplier of technology because 
the pace of innovation might be constrained by the 
conservative nature of the average customer in their 
industrial sector. 

CONCLUSIONS 

At the end of the 80s, marketing as a management 
discipline in the Western world entered a period of crisis. 
Academics, having noted the failure of many firms to 
embrace classical strategic marketing, began to express 
doubts about the future prospects for the survival of their 
subject. Some academics were so disturbed by these 

.... 

TABLE 1 
Summary Statistics By Style of Management 

Style Number Mean Growth SD Growth 

Entrepreneurial-Transactional 22 5.71 0.644 

Entrepreneurial-Relationship 31 5.06 1.202 

Conservative-Relationship 23 5.09 0.811 

Conservative-Transactional 28 3.59 1.803 

\... ~ 
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trends that conferences were held to ponder the proposi
tion that " the end of marketing is nigh." Thankfully after 
a lengthy period of debate, wiser heads have prevailed. 
with their conclusion being that marketing is not coming 
to the end of its useful life, but instead that a new 
alternative vision is beginning to emerge. The basic 
tenets of the new vision are that variation in circumstance 
across areas such markets, customer behaviors, process 
technologies and organizational competencies are com
bining to require marketing to move away from a single, 
purist managerial concept towards a multi-faceted ap
proach in which strategic decisions are influenced by 
whether the organization has adopted a transactional, 
relationship and/or entrepreneurial orientation to man
age process. 
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