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Abstract

The objective of this study is to investigate the Contemporary Marketing Practices (CMP) of professional
services firms from the State of Santa Catarina in Brazil, according to the models proposed by Coviello,
Brodie & Munro (1997) and Coviello, Milley & Marcolin (2001). The research methodology has a
quantitative and descriptive approach and uses a survey; the sample encompasses 146 companies from
the accounting, engineering, consulting, advertising, information technology and hospital industries. Our
findings also reveal the existence of seven main business segment typologies: “Advanced Relational”;
“Interactive  Relational/Network™;  “Relational ~ Database/Digital”;  “Moderately ~ Relational”;
“Conservative I”’; “Conservative II”” and “Refractory”.

Keywords: Marketing services. Contemporary marketing practices. Relationship marketing. Professional
services.

Resumo

O objetivo deste estudo ¢ investigar as Praticas Contemporaneas de Marketing (CMP) de empresas de
servicos profissionais do Estado de Santa Catarina, Brasil, de acordo com modelos propostos por
Coviello, Brodie & Munro (1997) e Coviello, Milley & Marcolin (2001). A metodologia da pesquisa possui
abordagem quantitativa e descritiva e utiliza a técnica de su#rvey; a amostra abrange 146 empresas dos
setores de contabilidade, engenharia, consultoria, publicidade, tecnologia da informacio e hospital.
Nossas descobertas também revelam a existéncia de sete principais segmentos de negdcios: “Relacional
avancado”; “Relacional/Rede Interativo”; “Banco de dados relacional/digital”’; “Relacional moderado”;
“Conservador I”’; “Conservador 1I”” e “Refratario”.

Palavras-chave: Marketing de servicos. Praticas contemporaneas de marketing. Marketing de
relacionamento. Servicos profissionais.
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Introduction

The Contemporary Marketing Practices (CMP) concept encompasses multiple marketing methods and
tactics that go beyond the traditional marketing mix approach. These include database marketing, digital
marketing, interaction marketing, and network marketing (O’ Dwyer, Gilmore & Carson, 2009,
Sacramento & Teixeira, 2014). The level of CMP maturity depends on the manner that the company and
clients — or other stakeholders — interact. In one extreme of this continuum, the firm and the consumers
interact in a dispassionate way; contacts are detached and impersonal (henceforth, this low degree of
contact is dubbed economic transaction orientation). At the other extreme, the interaction is
characterized by close contacts that combine customer proximity, long-term continuity and an
individualized business relationship (hereafter defined: relationship orientation) (Coviello, Brodie &
Munro, 1997).

The extant marketing literature shows an important international stream of research that has long
addressed the organizational Contemporary Marketing Practices. The body of research that stands out
from the CMP literature hinges on the practitioner’s concern towards the construction of long-term
bonds, which seek to leverage customer satisfaction (Rocha & Luce, 20006). The literature acknowledges,
however, the need to maintain some transactional marketing tactics (which still hold).

In this paper, we examine in detail the Professional Services industry. Firms from this industry typically
provide expert technical and specialized services for clients who lack the expertise — such as engineering,
medical and accounting services (Gummesson, 1978; Gianesi & Correa, 2000; Amonini, McColl-
Kennedy, Soutar & Sweeney, 2010; Sweeney, Soutar & McColl-Kennedy, 2011).

The production and delivery processes in this industry hinge on the skills, training and knowledge of its
staff; the inputs, materials and equipment are usually ancillary, and serve to support the service delivery
(Gianesi & Correa, 2000). In that sense, professional services are managed by highly qualified,
independent and problem-solving people (Costa, 2013; Patterson, 20106). In this context, the delivery of
services entails that the customer relationship must be closely monitored, since the clients become active
participants in the production and delivery process (Siluk & Nora, 2011).

This industry is highly relevant for the global economy and socially important: its gross annual revenues
reach US$ 2.5 trillion, with more than 17 million people employed, with steady growth in recent years
(Ibis World, 2016). In Brazil, the service industry (which includes the professional services) accounts for
approximately 65% of the GDP, 41% of the employed workforce of 5.1 million people; 36.7% of the
wages (R$ 93.1 billion) and generates R$ 254.3 billion in economic value-added IBGE, 2016).

CMP research in the professional services industry is still incipient (Reid, 2008; Patterson, 2016). Sweeney
et al. (2011) posit that marketing standpoints such as performance evaluation and customer relationship
practices are still lacking. In this regard, Hoeckesfeld, Sarquis & Favretto (2017) suggest that it is
important to compare firms of different sizes from the same industry.

Most service organizations face increasing competition, and need new sources of competitive advantage
(Zeithaml, Bitner & Gremler, 2014). This is also true in Brazil, which has suffered an economic downturn
that has affected the professional services firms’ financial performance.

There is a relevant Brazilian scientific production on Relationship Marketing, but needs further
development in the professional services industry (De Macedo Bergamo, Giuliani & Galli, 2011; Faria,
Giuliani, Pizzinatto & Spers, 2014; Soares & Monteiro, 2015). In line with the CMP framework, Targino,
Urdan & Chauvel (2013) categorized five types of companies (Refractory, Transactional / Interactive,
Advanced, Moderate, Unique). These authors proposed to broaden the knowledge of marketing
practices, which are driven by the technology advances and the use of internet tools.
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The gap of knowledge in the field prompts us to formally state our research question, namely, to
determine the CMP profiles of professional service companies and compare them with the extant
research. In addition, we propose to investigate the marketing investment practices, and categorize
companies into groups according to their CMP practices, and map the marketing performance metrics.

This article is structured in five sections. In the first part, we present an introductory discussion of the
theme and lay out our research objectives. This is followed by the literature review, which presents and
articulates the CMP concepts, and discusses the professional services industry. The third section discusses
the methodology and the analytical methods employed in the research, followed by a discussion of the
results found in light of the extant theory. The last section presents our final considerations, outlines the
research contributions and probes for further research possibilities.

Literature Review
Contemporary Marketing Practices

The extant research has been concerned with different types of Contemporary Marketing Practices that
go beyond the traditional marketing mix (product, price, place and promotion). In fact, CMP
encompasses various aspects of customer relationship management that are designed to reach out and
fulfill customer expectations. CMP also entails initiatives that use network marketing (which deals with
the creation of networks of customers, suppliers and other stakeholders) and digital marketing (defined
as the use of electronic tools for communicating and relating with the customer) (Coviello, Brodie,
Danaher & Johnston, 2002; Brodie, Coviello & Winklhofer, 2008; Reid, 2008, Amonini e al, 2010,
Ekman, Erixon & Thilenius, 2015; Menelec & Jones, 2015; Farha, Koku, Al-Kwifi & Ahmed, 2019).

The strand of CMP research began in 1996 from the groundbreaking work by Brodie & Coviello (the
latter, from the University of Auckland, in New Zealand). Specifically, CMP research initiated from a
general concern that the focus and approach of Marketing was detached from the changes that occurred
in the micro and macro environment (Lindgreen, Di Benedetto, Brodie & Naudé¢, 2019). Accordingly,
the authors endeavored to map the relationships that involve companies and markets, by looking at
transactional marketing tactics. They also contrasted these practices with emerging marketing strategies

which promote a relational perspective. Their work identified the relevance of various CMP approaches
(Brodie ez al., 2008).

In the broad spectrum of CMP practices (Ekman ez a/., 2015), transaction marketing represents an initial
point. The CMP framework considers that it is predicated on the tenets of the Marketing Management
school of thought; more specifically, it uses the marketing mix concept, which has long been the
dominant paradigm among practitioners (Ekman e# a/., 2015). According to this orientation, the firm
attracts prospects and satisfies customer needs by managing the traditional marketing mix elements. The
firm carries out economic transactions, which are often disconnected and occur under formal or
impersonal contacts. In this context, the firm actively manages the transactions and communications
directed to buyers in a mass market; the practitioner manages the product and the brand to the specific
customer segments. Marketing activities are carried out by various functional areas that are supported by
internal capabilities, which are linked to the marketing mix elements (Coviello & Brodie, 2001).

Conversely, in the relational perspective, CMP postulates that long-term relationships with clients and
other stakeholders are the most important means of achieving the organization's long-term objectives
(Little, Brookes & Palmer, 2008; Centeno & Hart, 2012). In this context, the maturity of the CMP
processes hinges on the degree of interaction between the firm and its customers and stakeholders
(Coviello & Brodie, 2001; Coviello, Milley & Marcolin, 2001; Coviello ez al., 2002).

The choice of the CMP approach (transactional, or relational) depends on several factors, namely, the
target segment expectations, the availability of skills, and the internal resources. Still, practitioners
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increasingly attempt to emphasize relationships with employees, suppliers, customers and other
stakeholders (Lindgreen ef a/. 2019). Along the same line, organizations are increasingly looking for more
personalized, closer, and more cost-effective relationships with the relevant stakeholders (Coviello ez af,
2001; Ekman et al., 2015). Furthermore, many organizations currently adopt multiple CMP approaches,
oftentimes using interchangeable combinations of relationship marketing and classical transaction-based
approaches (Centeno & Hart, 2012). In fact, the transactional and relational approaches are relevant in
the contemporary marketing practices (Farha e a/. 2019).

Table 1 - Marketing Approaches in the Relational Perspective of the CMP Model.

Traits Database Marketing Digital Marketing | Interactive Marketing | Network Marketing
Objective of the | Economic information | Generating Interpersonal Getting relationships
Exchange and transaction information dialogue | relationships  between | with other companies

between seller and | buyer and seller / organizations
many identified
o consumers
2 Nature of the | From  company to | Use of technologies | Individuals with | Company to business
s communication | market segments or | to communicate with | individuals in  the | (involving individuals)
9 target individuals or between groups | different units / areas of
o and individuals the organization
S Type of contact | Customized (but | Interactive (by | Face-to-face, Impersonal and
8 distance) technology) interpersonal and close, | interpersonal
_g based on commitment, | (personal or distance)
;0: trust and cooperation
é’* Duration Occasional and over | Continuous and with | Continuous and | Continuous,  stable
o time online interactivity mutually adapted, short | and dynamic, and may
or long term be short or long term
Formality Formal (personalized by | Formal (customized | Formal and informal Formal and informal
technology) and / ot customized
by interactive
technology)
Managerial Customer retention, | Creation of dialogues | Establish and develop | Coordinated
objective customer  satisfaction, | through information | customer interactions, | interaction between
increased  profitability | technology facilitating cooperative | sellers, buyers and
and loyalty, and relationships and | other  professionals
customer risk reduction) mutual benefits from different
companies,  seeking
mutual benefits)
Q Managerial Product / brand and | Management of | Relationships between | Networking with
i focus customers (in a target | relationships between | individuals other companies or
§.( market) the company and organizations
b} many individuals
,g." through information
5 technology
o Management Internal marketing assets | Internal operational | External market assets | External market
= investment (emphasis on | assets (IT, website, | (focus on establishing | assets (focus on the
= communication, logistics); Integration | and developing | development of the
information and | of functional systems | relationships with other | company's position in
technology capabilities) individuals) relationship
networks)
Management Marketing  specialists | Marketing specialists | Officials and managers | Senior management
level (e.g. customer service | with technology | (from all areas /
manager and customer | specialists and senior | functions and levels of
account manager) management the company)

Source: Coviello ef al. (1997) and Coviello ez al. (2001).

Coviello et al. (1997) and Coviello ef al. (2001) developed a CMP model comprised of four marketing
dimensions: database marketing, digital marketing, interaction marketing, and network marketing. Table
1 depicts the specific features of the model, namely: relationship with customers and other stakeholders;
long-term, continuous and interactive contacts; and proximity and personalization.
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The first dimension of the relational perspective is database marketing (Dimension 1 - D1). Paas (2009)
analyzed the D1 dimension in the banking, insurance and mobile telephone industries in Tanzania
(Africa). The author found it difficult to apply the concept with respect to access of customer
information, as well as the investment requirements for data warehouse development, and lack of
specialized knowledge to take advantage of the available data. In such manner, Gregurec, Vraneevi &
Dobrini (2011) investigated the importance of database marketing for firm advertisements on social
networks. The study reveals that companies that use D1 seek to increase marketing productivity, develop
customer relationships and gain competitive advantage. They point out that this approach enables firms
to increase customer confidence and form faster and more profitable long-term business relationships.

Now turning our attention to the digital marketing practices (D2), a sample of firms surveyed by Brodie,
Winklhofer, Coviello & Johnston (2007) revealed that 70% of the firms adopt this approach at a moderate
ot high level. Digital marketing was found to be more prevalent in business to business services, as a
form of integrating the other CMP components in the organization. A strong relation was found between
digital marketing and company performance, particularly with respect to customer retention. On the
other hand, Nobre & Silva (2014) report that digital marketing facilitates communication with customers
and provides recognition and brand awareness for small and medium-sized companies. Moreover, Rosillo
& Nencheva (2018) found that small and medium firms in Mexico prefer using digital marketing to reach
their clients, either with e-mail or social media. This is because managers consider that these
communication channels offer the best performance, and enable the firm to reach new customer
segments and market niches.

As for the interactive marketing dimension (D3), Wagner (2005) points out that the organizations that
use it tend to retain customers more effectively than their competitors, since this allows the firm to
establish closer customer relationships. Conversely, Lado, Duque & Alvarez Bassi (2013) posit that
interactive marketing promotes long term relationships; promotes customer cooperation; enables
personalized and interactive contacts; helps initiate and maintain interpersonal customer relationships.
The survey was carried out in small consumer goods and services firms, and showed a strong relation
between the interactive marketing, database marketing and network marketing approaches — which
corroborates the findings of Coviello, Brodie, Brookes & Palmer (2003). More recently, Farha & Elbanna
(2018) highlighted that in Qatar, D3 increases organizational performance, transactional marketing and
interactive marketing. This result supports Farha’s (2016) survey, which shows that the relational
perspective produces more effective outcomes, when compared to the transactional approach.

The work of Farha ez a/. (2019) posits that firms merely practiced relational marketing in conjunction with
transactional marketing. This could be an indication that firms still consider relational marketing a viable
alternative for reaching out their customers, instead of a more appropriate view that considers this
orientation to be a competitive advantage.

From the perspective of network marketing (dimension D4), Menelec & Jones (2015) point out that this
approach also occurs in community entities, commercial partners and government agencies. It generates
multiple benefits for the organization, such as partner commitment, enhancement of customer
confidence, ease of access to market information and facilitates brand promotion. Rogan & Mors (2017)
point out that practitioners who use the relationship networks have more information and knowledge,
obtain superior business performance, enjoy greater firm autonomy, and identify market opportunities
more efficiently. Table 2 presents a synthesis of the extant CMP research carried out in different contexts
and countries.
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Table 2 - Synthesis of studies already done on CMP.

Focus

Author

Main results

Classical studies
on the subject

Coviello ez al. (1997)

Creation of a classification scheme used to systematically examine the meaning of
marketing in twelve dimensions. From this schema, the authors identify two
"marketing" perspectives (transactional and relational), which encompass four distinct
marketing "types" (database marketing, interactive, network and transactional).

Coviello ¢ al. (2001)

Based on an established conceptualization of marketing practices that comprises four
different approaches (transaction, database, interaction and network marketing), the
first framework introduces a fifth approach: e-Marketing. The second structure relates
these five marketing approaches with three distinct roles for information technology
in the organization.

Coviello ¢ al. (2002)

Managers must acknowledge that companies compete using transactional marketing,
relational marketing or a hybrid approach. This suggests that managers need to
appreciate the potential role of each aspect of marketing (transaction, database,
interaction, and network marketing). More specifically, it can be argued that the
transactional matrket is relevant, regardless of the type of product or customer. By
recognizing the critical role of product, price, promotion and distribution, and by
learning to manage these competently, organizations can develop a solid foundation
for better customer relationship development.

Brodie ez al. (2008)

The CMP program has conducted research in more than 15 countries. The group has
made a unique contribution to marketing knowledge through the link between theory
and marketing practice.

Amonini et 4l

(2010)

Existence of differentiation strategies, including the service quality, added value to
customers, strong brand investment and relationship strategies. Relationship marketing
tends to be viewed as a strategic approach by the organization, contributing to personal
interactions, customer focus, teamwork, and customer collaboration; network
marketing and interaction marketing are common industry practices.

Database
Marketing

Paas (2009)

Used to identify customer segments. Main difficulties found in the application of
database marketing: lack of data; poor accessibility to customer data; absence of data
warchouses (to integrate different data sources in one place); lack of knowledge about
the application of customer data; consumers who do not update their information.

Gregurec, Vraneevi
& Dobrini (2011)

Companies use database marketing for three purposes: increase marketing
productivity, develop customer relationships, and gain sustainable competitive
advantage.

Digital
Marketing

Day & Bens (2005)

Managers see the internet from a positive outlook, since through digital marketing
practices they can reduce setvice costs and allow companies to strengthen customer
relationships.

Killian & McManus
(2015)

Social media has become an effective source of interaction between consumers and
brands, whereby managers can categorize media into four types: relationship
management, news capture, creativity and entertainment. According to the authors, not
a lot of academic research has attempted to understand how social media is situated
within the strategic marketing communication of the company.

Interactive
Marketing

Barwise & Farley
(2005)

Interaction marketing is considered significant and rapidly growing. The industries that
use it more extensively are consumer, financial services and retail companies (mainly
B2B companies. The difference in the growth rate between countries was not
significant, but Japan and France were the countries with low growth. More than 90%
of companies use the Internet as a form of interaction.

Network
Marketing

Menelec & Jones
(2015)

The network marketing practice generates benefits for organizations and companies
that participate in a network of relationships with the community, with business
pattners and government agencies.

Rogan &  Mors

(2017)

Managers who invest in professional networks gain better performance in terms of
new business and knowledge; managers are exposed to a greater wealth of information,
autonomy for the company, and are better suited to explore new opportunities for
business; their contacts are more willing to provide resources in return.

Source: Prepared by the authors (2019).
Professional Services Industry

The professional services industry is defined by: a) their technical and specialized nature, through which
the client is provided with adequate training, skills and knowledge (Gummesson, 1978; Sweeney ez al.,
2011; Costa, 2013 & Patterson, 2016); b) the execution from service providers, with the participation of
the client, which uses goods or equipment solely to support service delivery (Gianesi & Correa, 2000); c)
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work by individuals that are skilled and focus on solving customer problems (Gummesson, 1978;
Sweeney et al., 2011; Costa, 2013; Patterson, 2016); d) predominantly, constituted by intangible elements
or custom-delivery (Reid, 2008).

The professional services industry comprises a multitude of competitors and is marked by hurdles in the
achievement of sustainable and competitive differentiation (O’ Mahoney, 2011). Customer relationships
do contribute to organizational differentiation and performance (Menelec & Jones, 2015); clients have a
difficult time evaluating the quality of professional services in terms of their confidence, security and
value — even after hiring and consuming their services (Sweeney e¢f a/, 2011; Patterson, 2016). Even so,
perceived service quality is affected by what is objectively delivered (i.e., the service outcome) and the
process (Sarapaivanich & Patterson, 2015). The brand reputation and the company’s image have an
important role in the professional services arena, which is derived by the customer’s trust (Sonmez &
Moorhouse, 2010).

It is not an easy task to monitor the employee performance in this industry, because employees are in
frequent and direct contact with the client. Thus, firms are sometimes unable to fully control their
production processes (Sarapaivanich & Patterson, 2015). Clearly, customer relationships are fundamental,
as they make an important contribution to the firm’s competitive advantage (Reid, 2008). This
relationship, however, demands a strong market orientation from the service provider, as well as
consistent and effective marketing investments.

Methods and Empirical Procedures

In order to reach our desired research objectives, this study adopted a quantitative, descriptive, survey
and cross-sectional survey approach. The target population is comprised of professional service
companies that are formally registered under the chamber of commerce. These firms, of different sizes,
provide accounting, engineering, consulting, advertising, publicity, information technology, hospitals and
medical services in the State of Santa Catarina, in Brazil. The listing of these companies was obtained
from the DataWash company, the Union of Advertising Agencies of Santa Catarina (SINAPRO) and by
the Condor International organization, as of January 2017. The final listing contained 3,617 companies:
1,590 (46.96%) are accounting service firms; 323 (8.93%) are engineering firms; 315 (8.71%) are
advertising firms; 418 (11.56%) are consulting firms; 746 (20.62%) are information technology firms, and
225 (6.22%) are medical hospitals.

A self-administered questionnaire was made available on the Google Docs platform. This questionnaire
was accompanied by a personalized email invitation, sent to the initial list of companies. The
questionnaire was developed using the research of Coviello ez al. (1997), Coviello e al. (2001), Reid (2008)
and Sweeney ef al. (2011). It contains only close-ended questions (in nominal, ordinal and interval scales),
in three main categories: CMP, marketing performance and company profile. The CMP scale uses a 5-
point Likert scale, where 0 means "I do not know", 1 means "totally disagree", and 5 means "fully agree".
The scale comprises a set of statements, through which the respondent expresses his opinion (Sweeney,
Williams & Anderson, 2013). Marketing performance was measured according to a 5-point interval scale,
where: 0 means "I do not know", 1 means "never uses" and 5 means "always uses", using the questions
from Reid (2008) and Sweeney e a/. (2011). The remainder of the questions use either nominal or ordinal
scales.

The data collected was processed using the Excel 2016 and SPSS 24 software. The business size data
followed the classification of Sebrae (2013) for trading companies and services. The internal consistency
of the scales was measured by Cronbach's Alpha (Cronbach, 1951), and presented high reliability, both
in the digital marketing dimension (o = 0.9006), network marketing (o = 0.928), database marketing (o =
0.883), interactive marketing (o0 = 0.884), and marketing performance metrics (a0 = 0.869). The
Kolmogorov-Smirnov distribution normality test was applied and was found to be significant (p=0.000);
most variables passed the normality distribution test.
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Discussion of the Results
Sample profile

146 companies participated in the study. With respect to company size, most firms are small (1 to 9
employees), and account for 48.6% of the total number of firms in the sample. Most companies have
been in business for five or more years (80.9% of the sample). Among the companies that have been in
business for more than 15 years, 70% are medium and large firms. Regarding the target market, more
than 50% of the companies in the sample only cater to other companies and organizations (i.e., they are
in the business to business market); 34.2% both serve other companies and the end consumer (business
to consumer market). Most companies provide accounting services (39.7% of the sample), followed by
information technology services (15.1%) and consultancy (13.7% being the "other" category). 3.4% of
the firms in the sample, are higher education companies and dental practices.

Marketing investment results

Table 3 depicts the percentage of sales invested in marketing in 2016 for the sample and broken down
by company size (N=142). Most of the small businesses surveyed (67%) invest up to 3% of sales turnover.
This is also the case for most (66.6%) of the medium and large size firms. 14 companies reported
investing more than 9% of their revenues, of which 11 were small sized and 3 medium or large firms.

Table 3 - Percentage of sales invested in marketing — sample totals and by size.

Percent of Sales Companyv size
invested in Marketing Micro Medium Total
or small or large

(2016) # % # % # %
Upb to 1% 37 35.9 10 25.6 47 33.1
1.1 to 3% 32 31.1 16 41 48 33.8
3.1 to 6% 16 15.5 7 17.9 23 16.2
6.1 to 9% 7 6.8 3 7.7 10 7
Over 9% 11 10.7 3 7.7 14 9.9

Source: Prepared by the authors (2019).

Of this sample, engineering and advertising firms are the ones that invest the most in marketing. About
22.2% of engineering companies and 35.7% of advertising firms invest more than 6% of their revenues.
Hospitals have already stated that they invest a maximum of 3%. More than 63% of the accounting,
consulting and IT firms have stated that they invest a maximum of 3% of their revenues.

Results of Contemporary Marketing Practices

Figure 1 depicts the database marketing practices (sum of percentages of scales 4 and 5) of the entire
sample, and by business size (micro or small: N = 76 to 102, medium or large N = 37 to 40, total N =
113 to 142).

More than half of the sample companies invest in the following database marketing activities:
personalized customer service (71.5%), direct and personalized communication (58.8%), obtaining
customer data in day-to-day negotiations (55.7%) and communication directed at specific segments or
customers (50.4%). The database marketing practices that are less deployed by the firms are: marketing
planning focused on customer segments (46.2%), specialized professional marketing (46%), marketing
activities focused on customer retention (44.7%) and investment in technology to communicate with
clients (44.5%).
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Figure 1 - Results of database marketing practices (total sample and by size).

Customers expect personalized contacts L b63% &4,6%0 T1,.5%
Personalized direct conununication . SB6% 64,9 % 58.8%
Fommalized and personalized customer cate - 51 67,5 % 58.5%
Ohtain customer data via contacts Lok T2.5% 55,T%
Commmmdcation ditected to segments Y 1 68,4% S0,4%
Planning focuses segments L 306% 61,5% 46,2 %
Person responsible for specialized marketing L T 59.5% 46,0%
Iatketing focuses on customer retention L 36,62 64,1% 44,7%
Technology itrvestiment for customer comurnications A L 61,54 44,504

=% Bmall £ micro % Mediom flarge  © % T otal

Note: Micro or Small (N = 76 to 102); Medium or Large (N = 37 to 40); Total N = 113 to 142).
Source: Prepared by the authors (2019).

The overall average of the sample firms in the database marketing variables is 3.4, which translates to a
'moderate’ usage level. Despite this fact, eight variables present a high standard deviation (greater than
20% of the scale); this is indicative of a wide dispersion with respect to the mean (ie., there is
heterogeneity).

The differences in database marketing activity depend on the business size. All database marketing
practices are often used by medium-sized companies in comparison with the small firms. In addition,
more than 50% of the medium-sized companies invest in all database marketing practices. More than
50% of the small firms invest only in: personalized contacts with clients (66.3%), direct and personalized
communication (56.6%) and informal and social services (54 .9%).

Figure 2 shows the data pertaining to the digital marketing practices of the companies surveyed (sum of
the percentages of the scales 4 and 5), in total and by firm size (micro or small N = 78 to 104, medium
ot large N = 37 to 40; total N = 115 to 142). More than 50% of the firms surveyed invest in the following
digital marketing practices: use of the internet as support in communication with clients (75.4%),
interactive contacts with clients through the Internet (71.8%), online interaction with customers (59.3%),
personalized service via technology (56.3%) and interaction with customers through the Internet (50.8%).
The less used digital marketing practices are: specialized marketing professional and works with
technology (48.7%), obtain data that improves the dialogue between employees and customers through
the Internet (46%), marketing activities to promote dialogues through the Internet (42.6%) and marketing
planning focused on customer relationships through the Internet (38.3%). The overall average for the
sample is 3.0, which indicates a 'moderate’ use. We note that eight variables present a standard deviation
greater than 20% of the scale, which is indicative of a wide dispersion from the mean.
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Figure 2 - Results of digital marketing practices (total and by size).
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Soutce: Prepared by the authors (2019).

Figure 2 shows the different practices of digital marketing in terms of business size. More than 50%
small firms invest only in: internet as support in communication with customers (72.5%), interactive
contacts with customers via the Internet (68.3%), (55.3%) and online interaction with clients (53%). On
the other hand, about 2 out of every 3 medium or large firms invest in almost all digital marketing
practices, specifically: internet in the communication with customers (82.5%), interactive contacts with
clients via Internet (81.6%), online interaction with clients (75%) and to obtain data that improves the
dialogue between employees and customers via the Internet (67.6%).

Figure 3 presents the results of interactive marketing practices by company size (small N = 88 to 102,
medium or large N = 36 to 40, total N = 125 to 142). More than 50% of the companies surveyed invest
in the following interactive marketing practices: personal and individualized service (75.4%); to develop
long-term relationships with specific clients (71.3%); informal and social care (59.6%); responsible for
marketing also responds to other activities (51.2%) and interpersonal contact with clients (50.4%). The
less used interactive marketing practices are: marketing communication through employees (42.3%);
personal relationship with individual clients (37.8%); marketing activities to promote cooperative
interaction with clients (32.1%) and marketing planning focuses on the interaction with clients, and
people from partner organizations (31.5%). The overall mean of the companies surveyed in the
interactive marketing variables is 3.4, which indicates a 'moderate’ use. Seven variables have a high
standard deviation.
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Figure 3 - Results of interactive marketing practices (total of the sample and by size).
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Source: Prepared by the authors (2019).

We found differences in the interactive marketing practices in the sample with respect to the business
size. More than 50% of the medium or large companies invest more in interactive marketing practices
than small firms. Most medium or large companies use the following interactive marketing practices:
personal and individualized service (85%); long-term relationship with specific clients (82.5%); informal
and social care (67.5%); interpersonal contact with clients (62.5%); marketing communication through
employees (62.5%); responsible for marketing also responds to other activities (52.8%) and personal
relationship development with individual clients (51.3%). In turn, most small companies invest only in
personal and individualized service (71.6%); long-term relationship with specific clients (66.7%); informal
and social service (56.4%) and responsible for marketing also responds to other activities / functions

(50.6%).

Figure 4 shows the results of network marketing activities in the sample, and broken down by business
size (small N = 87 to 98, medium or large N = 35 to 40, total N = 122 to 137). More than 50% of the
professional services companies in the sample invest in the following network marketing practices: to
serve customers who wish to contact the company or other market organizations (60.9%), and to contact
the marketing or chief executive of the company (50.8%). The least used network marketing activities
are: social relationships with clients and other market organizations (43.8%); to invest in interpersonal
contacts with clients and other market organizations (43.1%); marketing resources invested in the
development of relationship networks (41.3%); intense relationship with other market organizations
(38.8%); marketing plans to focus on the construction of relationship networks (37%); marketing
communication through managers in relationship networks (31%); marketing actions designed to
coordinate the interaction between employees, customers and other market organizations (29.7%). The
overall average of the firms in the sample with respect to the network marketing variables is 3.2, which
indicate a 'moderate’ use.
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Figure 4 - Results of network marketing practices (total of the sample and by size).
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There are differences in the practice of network marketing of the sampled companies with respect to the
company size. Medium and large-sized firms seem to use network marketing practices more often than
small firms. In addition, most medium or large companies invests in: serving customers who want to
contact the company and other market organizations (75%); has marketing resources invested in the
construction of relationship networks (64.1%); social relationships with clients and other market
organizations (61.5%); responsible for marketing is the owner or chief executive of the company (57.1%);
intense relationship with other market organizations (56.4%); marketing planning focuses on the
construction of relationship networks (53.8%); marketing communication through managers who work
in relationship networks (51.3%). Conversely, most small businesses only invest in tools to communicate
with clients who wish to contact the company, or other organizations in the market (54.8%).

Results of marketing performance metrics

Figure 5 shows the marketing performance metrics used by the companies, broken down by business
size. More than half of the companies surveyed use customer satisfaction metrics (62.6%), customer
satisfaction (57.1%), sales growth (53.3%) and profit margin (51.5%). The most used metrics are return
on investment (40.3%), market share (34.9%) and customer retention (29.3%). The average response in
the set of marketing performance metrics is 3.4, which is indicative of a moderate use. In addition, all
these variables present a high standard deviation (which indicates heterogeneity).
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Figure 5 - Results of marketing performance metrics (sample total and by size).
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Source: Prepared by the authors (2019).

There appears to be a difference in the use of marketing performance metrics in terms of business size.
Most small, medium and large sizes use customer satisfaction and new customer acquisition metrics. On
the other hand, medium-sized companies use 5 out of the 7 metrics, specifically: customer satisfaction,
sales growth, profit margin, return on investment and market share. In doing so, these firms use a larger
set of metrics than their smaller counterparts.

Results of the segmentation of the companies surveyed

In order to perform the company segmentation, a multivariate group analysis technique was applied
(Hair, Black, Babin, Anderson & Tatham, 2009). We used: a) hierarchical agglomeration procedure; b)
case processing using the Ward method; ¢) calculation of distance measures using quadratic Euclidean
cases. The one-way ANOVA F test indicates a significant difference between the segments in the CMP.
In other words, the analysis provided a heterogeneous set, in terms of CMP, of the professional service
companies in the State of Santa Catarina.

Table 4 - Final centroids of the identified segments.

. ] Segments
Dimension 1 2 3 2 5 6 7
Database Marketing 4.6 4.4 3.0 3.4 2.9 2.2 1.8
Digital Marketing 4.7 4.3 3.8 3.5 2.7 2.1 1.7
Interactive Marketing 4.8 3.8 4.3 3.4 2.8 2.6 1.8
Network Marketing 4.7 3.6 4.3 3.1 2.1 2.6 1.2

Soutce: Prepared by the authors (2019).

Table 4 depicts the centroid results (central points) of each segment that was generated according to the
CMP dimension. Segment 1 presents the highest values, ranging from 4.6 to 4.8. On the other hand,
segments 5 to 7 are those that have the lowest values (1.2 to 2.6), which means they use less the CMP
marketing practices.
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Table 5 summarizes the profile of the company segments (with name, size, CMP characteristics,
marketing investment, marketing performance metrics, and changes in revenue and profitability). The
segment nomenclature derives from the extant literature, and from the characteristics of the companies
that comprise each segment.

Table 5 - Profile of identified segments.

Cluster Characteristics
1 Predominatly comprised of micro or large companies, with more than 8 years, in accounting and consulting services,
“Advanced which serve only organizational markets and have invested more than 3% of revenues in marketing. Firms invest the
Relational” most in all dimensions of contemporary marketing. Most commonly used metrics are customer retention, customer

satisfaction, customer achievement, sales growth, and profitability. About half of the companies had an increase

23 firms (16.3%
! ( %) between 5.1 to 20% of sales and an increase of more than 10% in profitability.

2 Predominatly comprised of micro-sized companies, with up to 3 years or more 15 years, accounting and consulting,
"Interactive or |which serve only organizational markets and have invested up to 1% in marketing. Such companies invest heavily in
network relationships with customers and other organizations, especially in interactive and network marketing. Most commonly
Relational"* used performance metrics: sales growth, customer acquisition, and customer retention. The vast majority of them had
5 firms an increase equal to or greater than 5.1% in revenue and profitability.
(3.5%)

Predominatly comprised of companies of micro or large, with 5 to 8 years or more of 15 years, of the branches of IT,
3 publicity and accounting; which serve organizational and end-consumer markets, and who invested up to 3% or more
"'Database 0 of 9% in marketing. Companies that invest heavily in customer relationships, especially in database and digital
digital Relational" |marketing. Most used metrics: customer conquest, customer retention, and customer satisfaction. The vast majority of
24 firms (17%) [them had an increase equal to or greater than 5.1% in sales and an increase equal to or greater than 5.1% in
profitability.
Predominatly comprised of micro and small companies, with more than 8 years, of the branches accounting and T.I .;

“Moderate which serve organizational and end-consumer markets, and have invested up to 3% in marketing. Companies that
Relational” invest moderately and equally in all of the dimensions of contemporary marketing. Most commonly used performance

metrics: customer satisfaction, customer retention, and customer acquisition. About 65.1% of them had a 5.1 to 30%

increase in sales; 58.1% had an increase of up to 20% in profitability.

Predominatly comprised of micro and small companies, with more than 15 years, accounting, engineering and IT; which
5 only serve organizational or end-consumer markets, and have invested up to 3% in marketing. Companies that invest

""Conservative I |little in contemporary marketing practices, having an average lower than the general average of the identified clusters.

12 firms (8.5%) |Most commonly used performance metrics: customer retention, customer satisfaction, sales growth, and profit margin.

About 41.7% of them had a decrease or no increase in revenues and profitability.

Predominatly comprised of micro or large companies, with more than 8 years, accounting, consulting and medical
6 hospitals, serving the organizational markets and final consumer and investing up to 1% in marketing. Companies that

""Conservative II"" [invest little in contemporary marketing, having an average lower than the general average of the identified clusters.

23 firms (16.3%) [Most used performance metrics: profit margin and customer satisfaction. About 77.3% of them had an increase of up to

20% in sales; 72.7% had an increase of up to 20% in profitability.

Micro-sized companies, with more than 8 years, predominatly in accounting and consulting, which only serve

organizational or final consumer markets, and have invested up to 1% in marketing. They are the companies that invest

less in all dimensions of contemporary marketing and that use less marketing performance metrics. About 50% of them

had a decrease or no increase in revenue and profitability.

Source: Prepared by the authors (2019).

44 firms (31.2%)

7
"Refractive""
10 firms (7.1%)

Segment 1 (hereafter referred to as "Advanced Relational") encompasses mostly micro or large
companies (73% of the segment) and have been in business for more than 8 years (73.9%). Accounting
services correspond to 30.4%, and Consulting 21.7%. Firms cater to B2B markets (56.4%) and have
invested more than 3% of marketing revenues (71.7%) in 2016. These firms invest the most in all CMP
initiatives. The most commonly used performance metrics are customer retention (average 4.5), customer
satisfaction (4.5), customer acquisition (4.4), sales / revenue growth (4.4), and margin / profitability (4.4).
Regarding marketing performance, 50% of the companies in this group have increased sales by 5.1% to
20% in the last 3 years; 47% had an increase of more than 10% in profitability.

Segment 2, dubbed "Interactive Relational / Network", is comprised of micro-firms (80% of them), with
up to 3 years (40%) or over 15 years in business (40%), accounting firms (40%) and consulting firms
(40%). Most only serve organizational markets (60%) and invested up to 1% in marketing in 2016 (60%).
They invest heavily in relationships, mainly in interactive marketing practices (average 4.3) and network
marketing (4,3). The most commonly used performance metrics ate sales / billings growth (4.0), customer
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acquisition (4.0) and customer retention (4.0). 80% of the firms had an increase of 5.1% or more in
revenue and profitability in the past 3 years.

Segment 3, dubbed "relational database / digital", is comptised of micro and large companies (67% of
them), with 5 to 8 years (29.2%) or more than 15 years in business (41.7%), Information Technology
(29.2%), Advertising (25%) and Accounting (20.8%). They cater to B2B and B2c markets (87.5%), and
in 2016 invested up to 3% (45.8%) or above 9% of sales (29.2%) in marketing. The segment invests
heavily in customer relationships, mainly in database marketing practices (average 4.4) and digital
marketing (4.3). The most commonly used performance metrics are customer acquisition (4.6), customer
retention (4.5) and customer satisfaction (4.4). In the last three years, 91.7% of the companies had an
increase of 5.1% or higher in sales, and 73.9% had an increase of 5.1% or higher in profitability.

In segment 4, denominated "Moderate Relational", small firms are highly present (75%), with more than
8 years in business (68.2%), Accounting (40.9%) and Information Technology services (25%), which
serve the B2B and B2C markets (88.6%). In 2016, they invested up to 3% of their revenues (69.8%) in
marketing. The segment invests moderately and in a balanced manner, in all CMP approaches: digital
marketing (average 3.5), database marketing (3.4), interactive marketing (3.4) and network marketing
(3.1). The most used performance metrics are customer satisfaction (4.0), customer retention (3.8) and
customer acquisition (3.6). 65.1% of the firms increased their sales from 5.1% to 30% in the last 3 years;
58.1% of them had an increase of up to 20% in profitability.

Segment 5, dubbed "Conservative I", is comprised of small firms (92% of them), with more than 15 years
in business (58.3%), in the Accounting (58.3%), Engineering (16.7%) and Information Technology
services (16.7%); which cater to B2B (58.3%) or B2C markets (25%). In 2016, they invested up to 3% of
their revenues (75%) in marketing. The segment does not invest heavily in CMP, with below-average
numbers as compared to other segments: interactive marketing (average 2.6), network marketing (2.6),
database marketing (2.2) and digital marketing (2.1). The most commonly used performance metrics are
customer retention (3.4), customer satisfaction (3.3), sales / revenue growth (3.3), and profit margin (3.3).
41.7% of these companies have decreased or remained flat in terms of revenue and profitability, for the
last three years.

In the segment 06, called "Conservative 11", micro and large companies are predominant (61%), with more
than 8 years in business (65.2%), in the Accounting (56.5%), Consulting (13 %) and Medical Hospitals
services (13%), serving organizational and final consumer markets (91.3%) and invested up to 1% of
their revenues (60.9%) in marketing in 2016. The segment does not invest heavily in CMP, with an
average lower than the overall sample: database marketing (2.9), digital marketing (2.7), interactive
marketing (2.8) and network marketing (2.1). The most used performance metrics are profit margin (3.0)
and customer satisfaction (2.9). Despite the low investment in CMP, 77.3% of the companies in the
group had, in the last 3 years, increased up to 20% in sales, and 72.7% of them had an increase of up to
20% in profitability.

Lastly, segment 7 (dubbed "Refractory") encompasses micro-sized firms (80% of them), with more than
8 years in business (70%), of the Accounting and Consulting services (40%), serving organizational or
end-user markets (40%). They invested up to 1% of their revenues (77.8%) in marketing in 2016. Firms
in this segment invest the least in the overall CMP approaches: database marketing (average 1.8), digital
marketing (1.7), interactive marketing (1.8) and network marketing (1.2). The segment is also the one that
least uses marketing performance metrics — but mentioned using some of them for sales growth (2.9),
customer retention (2.4) and customer satisfaction (2.4). 50% of companies had decreased or remained
flat in terms of revenue and profitability for the past 3 years.
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Discussion

Regardless of their size, companies in the sample use multiple CMP approaches from a relational
perspective, but in a moderate and balanced manner (i.e. with similar intensity and mixed use of different
approaches). However, medium-sized companies use relatively more Database Marketing and Digital
Marketing practices, compared to micro and small firms (figures 1 and 2). This result corroborates the
findings of McColl-Kennedy, Sweeney, Soutar & Amonini (2008). In a study by Brodie ez a/ (2007), most
small businesses used digital marketing at medium or high levels. Perhaps, as pointed out by Reid (2008),
small firms find it more difficult to use database marketing, because of the lack of technological resources
and specialized personnel. However, Brodie e @/ (2007) and Nobre & Silva (2014) posit that digital
marketing (more specifically, Facebook) plays a relevant role to improve the relationship with the
different stakeholders of the firm.

More recently, Farha ez 2/ (2019) have found that service companies in Catar used database marketing
approaches with less emphasis and less intensively than the interactive, face-to-face contact actions.

Rosillo & Nencheva (2018) posit that small and medium-sized companies in Mexico follow global trends,
and use up-to-date technologies in different areas. The developments in the marketing practices produce
changes in other areas of the company, such as finance or production, to produce the desired
performance results. Farha & Elbanna’s study (2018) in Qatar suggests that organizations use a greater
diversity of marketing practices and approaches, such as database marketing, interactive and digital
marketing.

The marketing metrics that are most used by the professional services firms are customer satisfaction,
customer acquisition, sales growth, and profitability. The small and micro firms more commonly use
customer acquisition, retention and satisfaction. These results contradict Reid's (2008) study in Australia,
whereby firms use few customer-based metrics such as acquisition, retention and customer satisfaction.
However, our results corroborate the findings of Sweeney ef a/. (2011) in Australia, which showed an
efficient use of marketing metrics (such as customer loyalty, satisfaction and referrals).

Regarding the CMP segmentation of companies, seven segments emerged from our study: Advanced
Relational, Interactive Relational / Network, Database Relational / Digital, Relational Moderate,
Conservative I, Conservative II and Refractory. These results resemble those of Pels & Brodie (2004) in
Argentina (which produced six segments: Traditional I, Traditional II, Progressive 1, Progressive II and
Progressive III); and Targino ef a/ (2013) in Brazil (with five segments: Refractory, Transactional /
Interactive, Advanced, Moderate, Unique), and Farha ez 2/ (2019) in Qatar (with four segments:
Transactional Marketing, Interactive e Network Marketing, Pluralistic Marketing and Low Marketing),
with a perspective on the use of the CMP relational approach.

The Advanced Relational segment that emerges from this article - which is characteristic of the companies
that most use CMP - has similar traits to the Advanced segment of Targino e a/ (2013) and the Pluralistic
Marketing segment from Farha ez a/ (2019). On the other hand, the Refractory segment found here
encompasses companies that do not use CMP extensively; this resembles the Refractory segment of
Targino et al. (2013) and the Low Marketing segment from Farha ez a/ (2019). Lastly, this stream of
research should be concerned with personalization strategies, that comes with differentiation strategies
that better position the company from the customer’s perspective, thus improving its brand image.

Final Considerations

In this article, we mapped the CMP practices (database marketing, digital marketing, interactive marketing
and network marketing) used by professional services firms in Santa Catarina (Brazil), their billing ratios
and the marketing performance metrics that they use. Seven segments based on the CMP approach
emerged from this research.
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The research provides both a synthetic and analytical data contribution with respect to the CMP practices
in companies of different sizes. Our theoretical contribution reinforces the validity of the model
proposed by Coviello e a/. (1997) and Coviello ¢# al. (2001) for CMP in the professional services arena.

We note that there is a shortage of empirical evidence on the subject (Reid, 2008; McColl Kennedy e7 4/,
2008; Amonini ef al., 2010; Sweeney ez al., 2011). Our findings suggest that a model lends itself well to the
description of CMP in the organizational context that was studied. In addition, the data came from
managers and owners of the companies surveyed, whereas most CMP studies use data collected from the
consumer perspective.

The results of this research will help professional service managers improve their business performance,
by pointing out other contemporary CMP approaches; it will also stimulate the application of the most
appropriate strategies for each company. In that sense, marketing practitioners must start with an
evaluation of the company’s profile, followed by the proposed CMP approach taxonomy comprised of
the segment profiles herein identified. Understanding the specific changes in the use of CMP will lead to
business and marketing performance. In addition, it is important to consider the firm’s competitive
analysis and the use of specific actions tailored to the company’s characteristics, considering the existing
opportunities to improve the CMP practices.

In terms of the limitations of this research, we note that the use of non-probabilistic (convenience)
sampling does not allow us to generalize our findings. In addition, there was a disproportionately small
participation of medium-sized companies.

In lieu of a simple marketing approach classification, the CMP perspective presupposes that alternative
practices by firms not be considered mutually exclusive. Accordingly, empirical research may point out
firms that deploy multiple combinations of practices (transactional, relational, network and interactive).
Some firms may deploy more intense transactional actions, whereas others may place stronger emphasis
of relational actions, and still other companies may have more pluralistic approaches.

Thus, the sample profile will not accurately reflect the target population of the companies surveyed. We
suggest that future studies use a more representative sampling method — either selecting companies by
the business size, or by using other probabilistic methods. We also suggest that quantitative studies be
carried out in other Brazilian states, in order to compare results with our research. Another promising
area for research is the investigation of other primary and secondary industries, as well as product
categories (such as manufactured goods, industrial services, convenience services).

Qualitative CMP studies could help explain our findings and the differences in CMP by size or business
activity. Further studies could analyze the Transactional Marketing approach (not considered in this
paper) or other approaches that may emerge from the changing reality of marketing management.
Perhaps it will be possible to compare the CMP model herein with on other rival models, such as
Turnbull, Ford and Cunningham (1996), Boone & Kurtz’s (2009) or Madruga’s (2015). Souza and Freitas
(2016) also note the need to develop differentiated and innovative CMP research methods and
techniques, since there is a prevalence of empirical, qualitative and exploratory studies. Lastly, Sarquis,
Hoeckesfeld, Favretto & Cohen (2019) demonstrate that there is a gap in terms of qualitative and
quantitative studies that provide conclusive results, and use experiments and longitudinal methods.
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