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ABSTRACT

The purpose of a current research project is to examine whether or not transaction
marketing is being employed together with various types of relationship
marketing. A classification scheme of contemporary marketing practices
(Coviello, Brodie and Munro 1997) is reviewed, and the need to enrich earlier

research findings is discussed. A case study methodology for conducting research
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into the New Zealand wine sector is then considered. The preliminary findings
suggest that vineyards increasingly employ a pluralistic approach to marketing
combining transaction marketing with relational types of marketing, and that
softer sides of marketing are becoming important, such as social bonding,
networks and interactions. The findings also give insights into whether or not

vineyards are driven by their product or market.

INTRODUCTION

Sheth and Sisodia (1999) and Brookes, Brodie and Lindgreen (2000) argue that
the way marketing is being practiced is changing due to dramatic changes in
marketing’s context: physical distance, time, markets and competition. The
“contemporary marketing practice” (CMP) research group seeks to understand the
nature of this change in marketing’s context and practice (e.g., Brodie et al. 1997).
One of the main findings from the CMP research programme has been that
managers are placing a greater emphasis on managing their marketing
relationships, both internally with employees and externally with suppliers,
customers, and other important markets. Another main finding, however, has been
that in many organisations there is a pluralistic approach to marketing and how it
is practiced - with relationship marketing being carried out in conjunction with
traditional “4Ps” marketing management (i.e., product, price, promotion and

place).
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In an effort to clarify and reconcile the various views of marketing, Coviello and
her colleagues (e.g., Coviello, Brodie and Munro 1997) have developed a
classification scheme that builds upon content analysis of how European and
North American schools have defined marketing in the literature. As illustrated in
Table 1 and Table 2, the scheme is based upon two themes: relational exchange
(with seven dimensions; Table 1) and management activities and processes (with
five dimensions; Table 2). Two general marketing perspectives were identified -
transaction marketing and relationship marketing - and these two marketing
perspectives were found to encompass four distinct types of marketing:
transaction marketing, database marketing, interaction marketing and network
marketing. The scheme does not place distinct boundaries between the four types
of marketing, and the different types of marketing are not necessarily independent

and mutually exclusive.

Transaction marketing has been seen as the “process of planning and executing
the conception, pricing, promotion, and distribution of ideas, goods, and services”
(American Association 1985, in Brodie et al. 1997: 383). The 4Ps place strong
emphasis on achieving larger market share and bigger profits by attracting new
customers (e.g., Hillier 1999). Relationship marketing, on the other hand, seeks
not only to develop but also to maintain and enhance longer-term relationships
with suppliers, customers and other important markets, as this is believed to
provide for a sustained competitive advantage (McKenna 1991). The three types
of relationship marketing (Table 1 and Table 2) approach marketing in their own
characteristic way. For example, in database marketing the developments in

information technology since the mid-1980s have made personalised marketing



relationships possible, such as personalised letters from Amazon.com (e.g.,
Blomqvist, Dahl and Haeger 1993; Copulsky and Wolf 1990). In interaction
marketing the buyer is involved in the design and development of the product or
service, such as individualised Levi’s jeans and user-designed greeting cards
(Gordon 1998; Magrath and Hardy 1994). Brodie et al. 1997 note that such
relationships are based on promises, trust and personal interactions. The third type
of marketing, network marketing, involves internal marketing, personalised

relationships and strategic alliances (Gummesson 1999).

Setting: New Zealand Wine Sector

Agribusiness has traditionally embraced transaction marketing (e.g., Barkema
1992; Barry, Sonka and Lajili 1992) but has recently started to turn to relationship
marketing, as evidenced by the development of horizontal links and vertical links
in the sector (e.g., Hughes 1994; Srivastava, Ziggers and Schrader 1998). It
would, therefore, seem that agribusiness would be an appropriate setting for
examining the research problems — with transaction marketing and different types

of relationship marketing both potentially being present.

New Zealand was not recognised as a serious international wine producer until the
1980s. In 1999, New Zealand’s export of wines was worth NZ$ 125.3 million,
which was equal to some nine per cent of the country’s total horticultural exports.
Britain is the single largest export market for New Zealand wines: In the decade
from 1989 to 1999, exports to Britain increased from less than one million litres to

a little more than nine million litres so that this market now generates almost 55



per cent of the total New Zealand wine export revenues (Wine Institute of New

Zealand 1999).

The increase in wine exports to the British market is, in many ways, remarkable:
New Zealand was long been guaranteed unrestricted access to the British export
market for her agricultural and horticultural commaodities, but in 1973 - when
Britain joined the European Community - New Zealand exporters were forced to
look for alternative markets. Wilson and Benson-Rea (1997) have suggested that
the single most important factor behind the success of the wine exports has been
the strong relationships between New Zealand vineyards and British importers.
Also in the context of the New Zealand wine sector, Beverland and his colleagues
have both highlighted the importance of forming strong relationships with
distributors and customers and the need for salespeople to be relational orientated

(Beverland 1999; Beverland and Baker 1999; Beverland and Bretherton 1999).

Research Problems and Research Questions

One of the research problems is whether or not transaction marketing is being
employed together with various types of relationship marketing. An equally
important research problem, however, is whether or not the scheme advocated by
Coviello offers an appropriate framework for classifying contemporary marketing
practices. The overall research problems are approached by examining the

following research questions:

1. What, if any, are the objectives of contemporary marketing programmes?



2. Are there identifiable marketing activities that, if practised, can be presented as
substantive evidence of the practice of transaction marketing and/or relationship
marketing?

3. Are there identifiable patterns in the way marketing activities of contemporary
marketing programmes are implemented and, if so, is there any evidence of modes of
implementation that might be promoted as best practice?

4. How, if at all, are contemporary marketing programmes monitored?

5. In what way(s), if at all, might returns on contemporary marketing programmes be
measured?

6. What, if any, are the characteristics of strong buyer-seller relationships?

METHODOLOGY

The case study method was considered the most suitable research strategy. Unlike
an experiment where a phenomenon is deliberately divorced from its context so
that the researcher’s attention can be focused on only a few variables, in this
research it was not possible to distinguish the phenomenon of contemporary
marketing practices from the context in which it was being studied. This meant
that a holistic perspective on contemporary marketing practices should be taken so
that all of the potentially rich and meaningful characteristics of a marketing
programme could be kept intact; and these characteristics, which impinged on the
behaviour of interest and which were not pre-selected, were observed over time
(Lindgreen and Crawford 1999; Yin 1994). There was also strong epistemological
justification for using the case study method since the aim was to gain an
understanding of a contemporary phenomenon that is both complex and dynamic

(e.g., Boing 1994; Lewin and Johnston 1997).






Table 1. Types of marketing classified by relational exchange dimensions

Transactional perspective

Relational perspective

Type: transaction marketing

Type: database marketing

Type: interaction marketing

Type: network marketing

Focus Economic transaction

Parties involved A firm and buyers in the general

market

Communication pattern Firm to market

Type of contact Arms-length, impersonal

Duration Discrete (yet perhaps over time)
Formality Formal

Balance of power Active seller — passive buyers

Information and economic transaction
A firm and buyers in a specific target
market

Firm to individual

Personalised (yet distant)

Discrete and over time

Formal (yet personalised via
technology)

Active seller — less passive buyers

Interactive relationships between a
buyer and seller

Individual sellers and buyers (a dyad)

Individuals “with” individuals (across
organisations)

Face-to-face, interpersonal (close,
based on commitment, trust, and co-
operation)

Continuous (ongoing and mutually
adaptive, may be short or long term)

Formal and informal (that is, both a
business and social level)

Seller and buyer mutually active and
adaptive (interdependent and
reciprocal)

Connected relationships between
firms

Sellers, buyers, and other firms

Firms with firms (involving
individuals)

Impersonal — interpersonal (ranging
from distant to close)

Continuous (stable yet dynamic, may
be short or long term)

Formal and informal (that is, both a
business and social level)

All firms active and adaptive

Source: Coviello, N. E., Brodie, R. J. And Munro, H. J. (1997), “Understanding contemporary marketing: development of a classification scheme”, Journal of Marketing

Management, Vol. 13, No. 6, pp. 501-552, p. 387.



Table 2. Types of marketing classified by managerial dimensions

Transactional perspective

Relational perspective

Type: transaction marketing

Type: database marketing

Type: interaction marketing

Type: network marketing

Managerial intent

Decision focus

Managerial investment

Managerial level

Time frame

Customer attraction (to satisfy the
customer at a profit)

Product or brand

Internal marketing assets (focusing on
product/service, price, distribution,
promotion capabilities)

Functional marketers (that is, sales
manager, product development
manager)

Short/term

Customer retention (to satisfy the
customer, increase profit, and attain
other objectives, such as increased
loyalty, decreased customer risk)

Product/brand and customers (in a
targeted market)

Internal marketing assets
(emphasising communication,
information, and technology
capabilities)

Specialist marketers (that is, customer

service manager, loyalty manager)

Longer-term

Interaction (to establish, develop, and
facilitate a co/operative relationship
for mutual benefit)

Relationships between individuals

External market assets (focusing on
establishing and developing a
relationship with another individual)

Managers from across functions and
levels in the firm

Short- or long-term

Co-ordination (interaction between
sellers, buyers, and other parties
across multiple firms for mutual
benefit, resource exchange, market
access)

Connected relationships between
firms (in a network)

External market assets (focusing on
developing the firms position in a
network of firms)

General manager

Short- or long-term

Source: Coviello, N. E., Brodie, R. J. and Munro, H. J. (1997), “Understanding contemporary marketing: development of a classification scheme”, Journal of Marketing

Management, Vol. 13, No. 6, pp. 501-552, p. 388.



Theory Development from Case Study Data

Design of Case Study The case study was multiple and embedded focusing
on the marketing programmes of New Zealand vineyards and British importers.
The case study also examined the marketing philosophy of senior marketing
directors with the vineyards and the importers. (As we shall see shortly, the case
study included other potentially important players by networking from the

vineyards and the importers.)

Selecting Cases There are currently 377 vineyards in New Zealand,
categorised after their annual sales volume with three categories in all. The

criteria for the vineyards that were included in the study were as follows:

e The vineyards should be of different sizes.
e It should not be too difficult to get to a particular vineyard (geographical proximity;
see Gummesson 1991).

e The vineyards should export to Britain.

In a meeting with the Wine Institute of New Zealand, five Category 1 vineyards,
two Category 2 vineyards and two Category 3 vineyards were identified (Table 3).
For all of the vineyards, the research sought to gather information both upstream
and downstream, including from the growers, distributors, importers and sellers.
The research also included the Wine Institute of New Zealand as a ‘background
case study’ — the aim of the organisation is to safeguard the interests of the wine

sector in New Zealand.
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Table 3. New Zealand vineyards included in the case study

Category 1 Category 2 Category 3
Goldwater Estate Babich Wines Corbans Wines
Kumeu River Wines Hunter’s Wines Villa Maria Estate
Te Mata Estate Winery
Trinity Hill

Waiheke Vineyards

Crafting Instruments and Protocols Most of the case study data came
from qualitative in-depth, face-to-face interviews, which usually are considered as
the most valuable source of information when investigating the underlying
meaning of complex phenomena and processes (Dey 1993; Lincoln and Guba
1985). An interview protocol (building upon Coviello’s two schemes and the
research questions) was crafted because multiple case studies are prone to loss of

focus.

Analysing the Data The analysis of interview data was carried out in two
stages: within-case analysis, involving write-ups for each case, and cross-case
analysis, involving searches for cross-case patterns. In the within-case analysis,
each case was analysed in an interactive process (Miles and Huberman 1994)
consisting of four main components, as illustrated in Figure 1. Overall, the
volume of data was condensed through coding and memaoing (see shortly) as well
as in the activities of finding themes, clusters and patterns. In order not to reduce
data so much that significant information was lost, the research was not stripped
from its context (Punch 1998). In general, the research sought to back up
interpretations through triangulation with any claim supported with multiple

sources of evidence (Yin 1994).
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Data
collection

Data
display

Data
reduction

Conclusions:
drawing and verifying

Figure 1. Components of data analysis: interactive model

Source: Miles, B. and Huberman, A. M. (1994), Qualitative Data Analysis: An Expanded
Sourcebook, 2nd edition, Sage Publications, Thousand Oaks, California, p. 12.

With regard to coding, labels were put against pieces of the data (Glaser 1978;
Miles and Huberman 1994; Punch 1998). That is, the coding consisted of
summarising the data by pulling together themes and identifying patterns by
employing a pre-specified coding scheme. For example, a vineyard’s objectives in
terms of the marketing programme could be themed in terms of customer
attraction; customer retention; product driven; market driven; transactions; and/or
relationships. In the cross-case analysis, one method was to look for inter-group
differences in important dimensions. Another one was to list similarities and
differences between sets of cases. Yet a third method was to divide the data by

their source and then to establish whether the sources resulted in the same pattern.

A common concern has been that case studies provide little basis for generalising
the results (Yin 1994). To judge whether or not the case study findings from one
contextual setting can be transferred another contextual setting, the research
sought to describe each setting as thickly as possible (Punch 1998). Moreover, the
level of abstraction of the concepts in the data analysis was at such a level to

allow their application to other contextual settings (e.g., Glaser and Strauss 1967;

12



Yin 1994). Researchers have also often been worried about the reliability of the
case study findings. Although there are no standardised methodological rules and
techniques for conducting case studies, there are certain methodological
guidelines and analysis procedures (Creswell 1994; Eisenhardt 1989; Flick 1998;

Miles and Huberman 1994; Tesch 1990; Yin 1994). The design tests and case

study tactics, which were employed in the research, have been listed in Table 4.

Table 4. Design tests and case study tactics that were employed

Design test

Theoretical explanation of the
construct

Case study tactics that were
employed

Construct validity

Internal validity

External validity

Reliability

Construct validity is to secure that correct
operational measures have been established
for the concepts that are being studied (Yin
1994)

Internal validity is to make sure that a causal
relationship — certain conditions lead to other
conditions — has been established. Internal
validity is a concern for explanatory or causal
case studies but not for exploratory or
descriptive case studies, which do not attempt
to make causal statements (Yin 1994)

External validity is to prove that the domain to
which a case study’s findings belong can be
generalised (Yin 1994)

Reliability involves demonstrating that the
findings from a case study can be repeated if
the case study procedures are followed (Yin
1994)

e  Multiple sources of evidence

e Chain of evidence

e Interview respondents reviewing the draft
of each case study report

Pattern matching

Rival explanation as patterns
Explanation building

Time series analysis

e Specification of the population of interest
Replication logic in multiple case studies

Interview protocol

Clearly conceptualised constructs
Multiple indicators

Execution of pilot tests

Case study data base

PRELIMINARY FINDINGS

First Case Study: Contemporary Marketing Practices

Corbans Wines® is a 270-hectare vineyard in New Zealand that exports to 18

international markets including Britain, where it works with Caxton Tower, the

largest importer of New World wines into Britain. In the mid-1990s, Caxton
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Tower had increased considerably in size and, as a result, its business procedures
became more complexed. At the same time, Caxton Tower still worked on a
short-term basis and its business relationships were only supported with limited
communications. There had also been many shifts among senior
management/marketing executives within Caxton Tower. The succession of
CEOs, with their diverse perceptions of the market place and the necessary

guidelines, affected the contextual change:

“We are now on to the fourth CEO change in eight years ... The CEO
introduces culture, structure into the organisation and often personalities in
people that have a major impact, positive or negative, on the two

companies.” (Export manager, Corbans Wines)

How did Corbans Wines perceive the environment? First, the vineyard recognised
the opportunity of growth in the international wine market, particularly in the
British wine market, and invested significant capital to improve its operations.
Second, Corbans Wines looked in details at the different avenues it could pursue.
Although the vineyard sells its wines in a number of overseas markets, it believes
that the British market will remain the single most important market. In addition
to that, the vineyard does not have the resources to create a strong brand and, as a
result, its strategy has been to reach the consumers through the large retailers.
Third, Caxton Tower is one of the largest wine importers in Britain and is — the
vineyard reasons — a better match to the retailers. On the other hand, Corbans
Wines saw that at that time the business relationship was a mismatch believing

that business processes were both ineffective and unstable:

¥ Montana Vineyards purchased Corbans Wines in 2000 (after the research was carried out).
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“[The] manner [in] which we worked with [Caxton Tower]| was quite
unstructured, unsystematic, probably quite ineffective and, ultimately, it
meant that we were building a business around a relationship that had the
potential to be unsustainable and unstable.” (Export manager, Corbans

Wines)

However, Corbans Wines eventually decided not to look for an alternative
importer because it estimated that it would be set back if it changed its distribution
system. In the mid-1990s, the vineyard, therefore, first discussed the possibilities
of appointing Caxton Tower as its official British importer. This resulted in a

number of changes in the management style at the importer:

“We have been able to be constructive and frank on both sides, to identify
what the issues are and to verbalise and table those issues and to ensure that
the other side clearly understands what ... expectations for a resolution of the
problem are. There has been significant management change in this UK

business.” (Export manager, Corbans Wines)

From the talks it was agreed that both parties would invest in the development of
a longer in-depth relationship. Then Corbans Wines set up guidelines that would
support its new offer proposition to Caxton Tower. Overall, the guidelines aim at

managing the business partnership between the two entities:

“Where our business is at the moment is right at the other end of the scale
and we are implementing a whole bunch of systems and guidelines into our
partnerships to ensure that they do operate effectively and both sides have a
clear understanding of the mutual objectives and the obligations that each
party has to the other. We are setting up a structure in a way of measuring
how well we are performing against those guidelines.” (Export manager,

Corbans Wines)
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According to the guidelines, Caxton Tower will manage the marketing and trading
activities in Britain, including the relationships with the British retailers, whereas
Corbans Wines will agree that the whole production and marketing of wines is
controlled using a 36-month plan. In setting up the set of guidelines, Corbans
Wines will meet with Caxton Tower and go through all of the aspects and
agreeing with the importer on what is meant and what each party has to
accomplish. Throughout the whole programme, meetings will take place between
the two business entities. The result of the changes will be a match between the

vineyard’s offer proposition and the importer’s need structure.

Second Case Study: A Closed Network

The general manager of a New Zealand vineyard (hame of vineyard withhold for
confidentiality reasons) argued that his network has been the single most

important factor in the success of the vineyard:

“I don’t think that our marketing is particularly sophisticated or clever ... The
key feature of ours is that we are in networks ... | would switch on the
network [when trying to locate a new distributor]. We have found that we
virtually don’t have to move outside of the networks that we are in.”

(General manager; name of vineyard withhold for confidentiality reasons)

The general manager first served his apprenticeship with Firm A before buying a
Firm B, a chain of specialist wine shops in London. At the same time, he became
part of a network consisting of similar young people who later went on to senior

positions in the wine trade. The value of the network has been evident:
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“Because I knew everybody in the English wine trade, it was not a matter of

me finding someone to sell it. | was just dealing with friends. When | walked

9 9

in they did not just say: ‘oh, New Zealand wine, forget it’.” (General

manager; name of vineyard withhold for confidentiality reasons)

The vineyard does not move outside the network. For example, when it wants to
develop a new wine market it will ask its current importers to signal to their
colleagues in the new wine market that the vineyard is available for distribution.
A formal interview and evaluation process will then take place during which the

vineyard will confer with the existing importers:

“We have found that we virtually do not have to move outside of the
networks that we are in. That is fine because you know where all your
money is going and whether you are going to get paid or not and how your
goods are going to be sold and presented and all the things that are
important. It is the easiest way to do it when you are a small player based in
New Zealand.” (General manager; name of vineyard withhold for

confidentiality reasons)

With regard to the British wine market, the vineyard decided to let Firm C
distribute its wines. One reason was that the firm is widely known within the
British wine trade. But the single most important reason why the vineyard chose
this particular importer was that the general manager had worked in the company
back in the 1960s and that he has been close friends with the importer ever since,

as evidenced in the following text unit.

“I worked for the [Firm C] in [the 1960s] and we are close friends ... We are
all in bed together, and we are throughout the world.” (General manager;

name of vineyard withhold for confidentiality reasons)
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Third Case Study: Product Driven

The chief winemaker at Babich Wines explained that the vineyard’s wine
production has gone (and is going) through three phases. Originally, Babich
Wines concentrated on growing good grapes and producing generic wines of good

quality for the New Zealand wine shopper:

“[Until] probably fifteen years ago ... if you had good wine you were
successful. It did not matter about the label.” (Chief winemaker, Babich

Wines)

Then, over the three-year period 1997-1999, Babich Wines started focusing on
producing wines of the best quality for the New Zealand wine shopper by growing
grapes of premium quality. The chief winemaker explained that the approach in
the first and second phases of the programme was product driven. For example, in
order to produce the quantities of premium grapes that were necessary Babich
Wines bought a controlling interest in an existing vineyard in Hawke’s Bay. This
vineyard was later expanded with another significant vineyard, Marlborough, so

that Babich Wines now owns some 70 per cent of its vineyard production:

“[If] you are a company our size, you have to have good quality ... It is very
pivotal to this company and that is why we own 70 per cent of our vineyard
productions. And we put a lot of effort into working with our vineyard
managers and we have a consultant. And we are really committed to
premium quality grapes. It does not matter how smart winemaker you are. If
you do not have good quality grapes, you cannot make great wine.” (Chief

winemaker, Babich Wines)
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The vineyard faced a number of challenges during the second phase of the
programme - one of the more serious ones was that until this time the

management team had no formal training:

“[That] was quite a difficult transition ... You have an organisation where the
owners and really the people who make the final decisions have only ever
worked here. They do not have any formal training ... That process is quite a

change in thinking and attitude for the owners.” (Babich Wines)

Because of that, a chief winemaker was hired; this person was also made
responsible for export development. Babich Wines also employed a wine

consultant from outside the winery.

Over the next years, Babich Wines will implement the third phase of the
transformation, the aim of which is to produce premium wines that are

competitive on the world market:

“We have an approach that we will make it internationally competitive. We
recognise that we operate in a global wine market, not a New Zealand wine

market and that is an important change.” (Babich Wines)

CONCLUSIONS

Although only preliminary, the findings seem to suggest a number of interesting
points. For example, vineyards are increasingly giving up a pure transactional
marketing approach and, instead, supplement transaction marketing with more
relational marketing activities thus applying a pluralistic approach to marketing.

When a vineyard wants to move from transaction marketing to relationship
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marketing it is critical, however, that it understands that this will imply that the
vineyard is ready to undergo radical changes in terms of how business is being
conducted. Thus, when analysing activities, it will mean moving from a functional
to a process approach and, when evaluating performance, it will require moving

from a market share to a customer share criterion.

Some researchers have argued that the market should drive organisations that
have embarked upon more relational marketing activities (e.g., Capon and Glazer
1987; Glazer 1991). Again, and in accordance with the pluralistic approach to
marketing, the research finding that the product drives vineyards — at least to some
extent - is in contrast to Capon and Glazer (1987) and Glazer (1991) but supports
what has recently been theoretically proposed by Baker and Sinkula (1999) and

Dutta, Narasimhan and Rajiv (1999).

The research findings also suggest that the “softer” sides of marketing are
becoming increasingly important, e.g. social bonding as in relationships, networks
and interactions, and that these softer sides have possible commercial payoffs for
both the buyer and the seller. For example, customer satisfaction may translate
into higher customer retention and increased shareholder value. Indeed, and
evidenced in the case on a closed network, social bonding may lead to behavioural
outcomes and increased customer lifetime value. It is proposed to test further this
relationship between the softer sides of marketing and the commercial payoffs

(Figure 2).
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Softer sides of marketing, Customer satisfaction and Commercial payoffs
such as social bonding, customer retention
networks and interactions

\ 4
\ 4

Figure 2. Relationship between softer sides of marketing, customer
satisfaction, customer retention and commercial payoffs

The New Zealand-British wine sector is proposed as an appropriate research
setting. There are many independent vineyards with only few elements of vertical
integration. Because most of the vineyards carry only a small number of wine
labels, their relationships with British importers are potentially important enough
for the research issue to be meaningful. Restricting the sample to this
homogeneous population, extraneous sources of variation are minimised. The
relatively large number of vineyards and extreme competitive pressures from
other producing countries, such as Australia, the US and Chile, increase the

likelihood of there being large variance to be explained.
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