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Abstract

We are witnessing a paradigm shift in the focus ofmarketing from one that has
been transaction-oriented to one that builds a value-enhancing relationship with
the customer. One ofthe earliest industries to jump onto the bandwagon of "rela­
tionship marketing" has been the banking industry. This paper investigates a
multinational bank's use of relationship marketing by using McKinsey & Co. 's
Seven-S framework. The study identifies internal marketing, service quality, hu­
man resource system, information technology, and the role of the account man­
ager as key factors in implementing a relationship marketing strategy.

Introduction

While exchange is still sited as the ontology of the marketing disciple (Hous­
ton & Gassenheimer, 1987), we are witnessing a paradigm shift in the
conceptualization and measurement of marketing transactions; this shift has been
labeled relationship marketing. "Relationship marketing refers to all marketing
activities directed towards establishing, developing, and maintaining successful
relationship exchanges" (Morgan & Hunt, 1994, p. 22). In explaining the rela­
tionship marketing concept in a business-to-business context, Kotler (1997, p.8)
contends that, "Smart marketers try to build up long-tenn, trusting, 'win-win'
relationships with customers .... That is accomplished by promising and deliv­
ering high quality, good service, and fair prices to the other party over time. It is
accomplished by strengthening the economic, technical, and social ties between
members of the two organizations." The relationship concept, when properly
implemented, cuts down on transaction costs and time, thus providing organiza­
tions with a critical competitive edge (Kotler, 1997; Turnbull, 1983). The rela-
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tionship marketing concept has tremendous potential when developed and imple­
mented in the banking context (Thurman, 1992), where the emphasis is on selling
"repeat" services (Lovelock, 1996).

Banks realized early on that marketing is more than just acquiring new cus­
tomers; it also involves retaining existing-customers and seUing them a wider
assortment of products (i.e., goods and services). Today's competitive banking
environment demands an ever increasing consumer responsiveness. With deregu­
lation, globalization, and automation, corporate customers now have a wide array
of choices in banking services. These environmental changes, coupled with the
saturated demand for banking products, have made most multinational banks
marketing-oriented. Marketing orientation is a philosophy that assumes that a
sale depends on a customer's decision to purchase a product rather than on ag­
gressive selling (Lamb, Hair, & McDaniel, 1998).

While much attention has been paid to the effect of deregulation, techno­
logical innovations, and competition in the banking industry, little consider­
ation has been given to the bank-customer relationship and on how to en­
hance that relationship. For instance, Vikkula (1992) studied the effects of
deregulation on Finnish Banks and analyzed the competitiveness of these banks
in the 1900s. He concluded that banks' competitive position will be threat­
ened by stringent regulations, competition from foreign banks, and alterna­
ti ve products offered by companies outside the banking sector. He asserted
that Finnish banks can improve their competitiveness by concentrating on
bank-customer relationships. Several scholars in the past (DonneJ1y, Berry, &
Thompson, 1985; Eccles & Crane, 1988; Moriarity, Kimball & Gay, 1983)
have discussed long-term relationships between banks and customers in con­
nection with relationship marketing; appropriately labeled relationship bank­
ing. The relationship banking approadi is a contrast to the traditional approach
of a bank as an "order-taker." Watson (1996) recommended that banks must
allocate resources to developing relationship banking, with an account man­
ager responsible for each customer. Similarly, Turnbull (1982a and 1982b)
and Turnbull and Gibbs (1986) emphasized the need for relationship banking
as a viable long-term strategy. To effectively implement relationship bank­
ing, all the processes (e.g., people, information) must be in place (Moriarity,
Kimball, & Gay, 1983). Keltner (1995) stressed this point in his cross-bound­
ary study when he compared U.S. and German banks. He found that U.S.­
based banks were shifting away from relationship banking and encouraged
customers to turn to other financial institutions to meet their banking needs.
In contrast, German banks were being able to maintain a stable share of that
country's financial services market. German banks were investing in human
resources and organizational capabilities necessary to pursue strategies based
on relationship banking. He also pointed out that U.S.-based banks can real­
ize the benefits of relationship banking if they commit themselves to creating
stronger internal labor markets and reducing employee turnover. Keltner (1995)
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concluded by stating that U.S.-based banks can go a long way towards re­
building their capacity from relationship banking by simply emulating Ger­
man banks' commitment to internally developed human capitaL

There have been several studies directed towards the management of relation­
ships between buyers and sellers (Anderson & Narus, 1984; Crosby, Evan, &
Cowles, 1990; Donnelly, Berry, & Thompson, 1985; Boyle, Dwyer, Robicheaux,
& Simpson, 1992; Dabholkar, Johnston, & Cathey, 1994). Using data from the
banking industry, Perrien, Filiatrault, and Ricard (1993) extended these studies
by analyzing factors necessary for implementing relationship banking. They con­
cluded that the implementation of a relationship marketing strategy impacted major
corporate decisions (e.g., human resources' management, organizational struc­
ture).

Purpose

In this study, we offer an international perspective of relationship banking.
Extensive literature review revealed that no previous study has looked at the con­
sequence of a multinational bank's implementation of a relationship marketing
strategy. Specifically, the main objective of this paper is to investigate a multina­
tional bank's application of relationship marketing (i.e., relationship banking),
using McKinsey's Seven-S framework (Peters & Waterman, 1982; Waterman,
Peters, & Phillips, 1991) (see Figure 1). The Seven-S framework encompasses
the seven elements common to successful organizations: shared values, style,
strategy, structure, staff, skills, and systems.

Depth interviews were conducted with a sample of forty-two (of the forty­
five presently employed) Account Relationship Managers from a large multi­
national bank in Singapore (see Appendix for a copy of the questionnaire).
While other qualitative (e.g., protocol analysis, projective techniques) and
quantitative (e.g., a mail survey) research techniques were considered, the
research design (e.g., population size, sampling and non-sampling error) war­
ranted that depth interviews would be the most appropriate methodology
(Alreck & Settle, 1995). This bank, which we will term DELTA Bank, has
more than one hundred years of international trade involvement. It is widely
believed that DELTA Bank is the best finance institution in Asia. DELTA
Bank has a worldwide network of more than 700 offices in 50 countries. With
more than 20 branches within Singapore, DELTA Bank is able to provide a
wide range of services (e.g., stockbroking services, currency and commodity
trading, corporate and private banking services, investments and fund man­
agement). We believe that perceptions and opinions of DELTA Bank manag­
ers bring into focus the interrelationship between the McKinsey Seven-S frame­
work and relationship marketing strategy within the banking sector.
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Figure 1
McKinsey's 7-S Framework

Vol. 16, No.2

Source: Peters, T. J. & Waterman, Jr., R. H. (1992), In search of excellence: Lessons from
America's best-run companies

Seven-S Framework as Applied to Delta Bank

McKinsey's Seven-S framework was developed and proposed by Peters and
Waterman (1982) and championed by Waterman, Peters, and PhilIips (1991) to
explain organizational change. The traditional model of the organization is that
strategy is the starting point in implementing any change and that structure and
system flow from that (Kotler, 1997). The central idea behind McKinsey's Seven­
S framework is that organizational effectiveness stems from the interaction ofthe
seven factors: strategy, shared values, style, system, structure, skills, and staff
(see Figure 1). McKinsey & Co.' s research shows that top performing companies
place emphasis on four additional elements (besides strategy, structure, and sys­
tem). Christopher, Payne, and Ballantyne (1991) suggest that the Seven-S frame­
work is idealIy suited for analyzing the feasibility of planned organizational change.
They lay special emphasis on the application of this framework for evaluating a
firm's relationship marketing strategy.

Strategy
Relationship banking is driven by the perceived impetus to enter into a long­

term relationship (as opposed to a one-time transaction) with customers. The ben­
efits to organizations arise primarily due to cross-selIing of products (especially
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fee-based income products), thereby increasing the level of penetration. Other
resulting spin-offs from the relationship marketing strategy are higher margins
and the conception of product development skills. The economics of retaining a
customer vis-a-vis gaining a new one and the resulting word-of-mouth publicity
are additional incentives.

Relationship banking helps the customers as well. They benefit from ready
access to credit at relatively lower costs and risk. More important, the customer
gets privileged personalized service and customized offerings. In order for rela­
tionship banking to succeed, it needs to be integrated with all facets of the organi­
zation. Success is further enhanced through niche marketing where the bank iden­
tifies one key segment on which to focus its energy. Accordingly, DELTA Bank
identified "trade financing" as its niche. The strategy is to mold this core service
by customizing it to the needs of individual clients. Having impressed upon the
customer the bank's ability to solve special problems, the Account Relationship
Managers gains credibility. This serves to engender future purchases and the cross­
selling of the bank's product line.

Shared Values
Shared values represent the "glue" responsible for bonding together the entire

organization. In any relation exchange, solidarity is necessary for bonding a long­
term relationship (Mehta, 1999). DELTA Bank's managers unanimously agreed
that in order for relationship banking to succeed, organizations should place a
premium on customer service. The organizational ethos should reflect the real­
ization that satisfaction of customers' needs and wants are the very reason for the
organization's existence (referred to as the marketing concept).

Account Relationship Managers concur that for relationship banking to suc­
ceed, the responsibility for customer service has to be equally accepted by both
the marketing and the non-marketing personnel. The extent of conflict that exists
between the Account Relationship Managers and the operations unit suggests
that developing long-term relationships with clients may be a high priority for the
Account Relationship Managers.

Our interactions with Account Relationship Managers suggest that in order for
relationship banking to become a part of a bank's shared values, top management
needs to commit itself to service excellence. DELTA Bank's managers believe
that service excellence results from constant on-going training of all employees.
Communicating the firm's commitment to relationship marketing to employees
at all levels goes a long way towards relationship banking. Also evident from our
interactions with DELTA Bank's Account Relationship Managers, was the need
on the part of top management to exercise the same care and empathy towards the
bank's employees as one would expect in the bank's dealings with customers. It
is in this domain that internal marketing has a major role to play. Internal market­
ing is "... the task of successfully hiring, training, and motivating able employees
to serve the customers well" (Kotler, 1997, p. 20). Internal marketing dictates
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acceptance ofa firm's employees as internal customers. Chaston (1995) suggested
that in order for a bank to do well with its external customers, they must first
practice internal marketing. Internal marketing is a philosophy for managing the
organization's human resources based on a marketing perspective (Kotler, 1997;
Lamb, Hair, & McDaniel, 1998). Some activities necessary for implementing
internal marketing include (Berry & Parsuraman, 1991): giving employees more
freedom to make decisions, measuring and rewarding good performance, know­
ing employees' needs, stressing teamwork, and offering a vision. How the em­
ployees deal with customers is largely predicated by the employees' perceptions
of how well they are treated by management.

Style
The style of management is demonstrated by the actions of top managers.

DELTA Bank's managers felt that the management style of their organization
has been historically very conservative. Perpetuation of a hierarchical structure
has resulted in an ossified management style that stifles decision making at the
point of contact. It also inhibits an open flow of communication of information
along the ranks. Account Relationship Managers believe that such a management
style gets in the way of good customer service.

A related issue is the delegation of authority. In the banking context, empower­
ment of the frontline marketer is always difficult. But developing credibility and
trust with the customer necessitates the ability on the part of the Account Rela­
tionship Manager to make quick decisions. Research has shown that trust among
exchange partners is necessary for the implementation of a relationship market­
ing strategy (Morgan & Hunt, 1994). Empowerment of the Account Relationship
Manager, as a crucial component of management style, will thus positively im­
pact relationship banking.

Systems
The main problems highlighted by DELTA Bank's Account Relationship Man­

agers in relation to systems revolved around internal coordination. These include
resolving conflicts with operating units, the evaluation process ofemployees, and
recruitment of Account Relationship Managers. While conflict may be an inte­
gral part of any exchange relationship, it is the resolution of the conflict that is
important in a relationship marketing strategy (Mehta, 1999).

Appropriate selection systems for Account Relationship Managers will sig­
nificantly impact their level of performance along the relationship marketing di­
mension. DELTA Bank implemented the Account Relationship Manager con­
cept in 1987. Prior to 1987, account managers were not allocated specific ac­
counts. Presently a typical Account Relationship Manager handles up to 40 ac­
counts. Hislher job was to be market-oriented, to keep existing customers happy,
to further cement the relationship, and to seek out new customers. Operationally,
the Account Relationship Manager had to be involved in the relationship-build-
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ing process at all stages: initiation, cultivation, and preservation (Mehta, 1998).
Therefore, identifying and prospecting a new client, performing credit appraisal.
undertaking the documentation, monitoring the loan, and recovering the loan,
were necessary for Account Relationship Managers.

Keeping in mind the boundary-spanning role of the Account Relationship Man~
ager, it is necessary to recruit Account Relationship Managers who possess high
interactive skills and abilities, a belief in customer care, and knowledge of the
bank's products and of the competitive environment. It was felt that lateral move­
ment from operations to corporate banking would help the Account Relationship
Manager to gain both the knowledge and the appreciation of operations. Gener­
ally, the rotation of non-marketing staff into customer contact positions serves to
improve marketing orientation of the organization.

The employees' appraisal processes currently in vogue at DELTA seem to be
disproportionately bottom-line driven. In addition to operation-based efficiency
measures (e.g., an Account Relationship Manager's account profitability), soft
qualitative assessment needs to be incorporated in the appraisal structure. Such
assessment might include "saving" a dissatisfied customer, making correct credit
evaluations in not lending to a prospective customer, number of customer calls
made, and the response time for customer enquiry.

DELTA Bank's managers viewed continuous training as invaluable to suc~

cessful relationship marketing. Their perceptions are consistent with Heskett's
(1987) who said that, "... effective service requires people who understand the
idea." Employees need to view their job from a holistic perspective. This can best
be achieved by training programs that emphasize the interrelationships between
the various activities of an organization. Training should also provide a common
forum for Account Relationship Managers and the operations staff, thereby pro­
viding opportunities for the cross-fertilization of ideas and enhancing mutual un~
derstanding.

The systems aspect of McKinsey's Seven-S framework also encompasses in­
formation systems. DELTA Bank's managers felt the pressing need to develop a
user-friendly reporting system which enables the Account Relationship Manag­
ers to compute the viability of an account. DELTA Bank already had a manage­
ment information system and a decision support system to gather competitive and
customer intelligence, but Account Relationship Managers felt the need for fur­
ther refinement in these systems as well.

Structure
It was discovered that DELTA's existing organizational structure is flawed

and that the structure breeds and encourages conflicts between the Account Rela­
tionship Managers and the operational staff. The structure needs to be modified
such that coordination between operations and the corporate banking staff can be
facilitated. One possible solution to address the structure bottlenecks is rotation
between operations and the relationship management staff. Another method is to
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have account managers within product specialist areas. A third solution to re­
solve structure-based inefficiencies is to have a common chief for both opera­
tions and corporate banking.

For example, in the existing setup within the corporate banking division, the Ac­
count Relationship Manager is far removed from the approval authority. To facilitate
a more rapid decision making process, a flatter structure may be more conducive to
decision making. Therefore, the Account Relationship Manager will report directly to
the individual approving the credit proposals. Allocation of accounts to Account Re­
lationship Managers could be done on the basis of industry (Kale & Sudharshan,
1987). This would promote specialization in industry financing needs and make it
easier for the account managers to better identify with their clients. In dealing with
multinational corporations, however, Account Relationship Manager allocation based
on clients' markets, as is presently done, seems advisable.

The size of the portfolio handled by each Account Relationship Manager has
implications on the quality of relationships. It is crucial that the portfolios are
limited to 40 to 50 medium-sized clients or up to 100 small clients. The greater
the client homogeneity in the portfolio, the easier it wilI be for the Account Rela­
tionship Manager to understand and appreciate client needs.

Skills
The skills of the Account Relationship Manager are crucial to the success of

the relationship marketing strategy. The Account Relationship Manager's bound­
ary-spanning function between the bank and the client makes relationship bank­
ing happen. The Account Relationship Manager thus needs knowledge of the
bank's goods and services, knowledge of the client and its industry, and knowl­
edge ofthe competitive environment. Armed with knowledge of the bank's offer­
ings, the Account Relationship Manager can tailor products to the needs of spe­
cific clients. Implicit in client interactions are the client's trust and confidence in
the Account Relationship Manager (Morgan & Hunt, 1994).

DELTA Bank's Account Relationship Managers felt that good interaction skills
were of paramount importance for a relationship manager. Product knowledge
and technical skills were also deemed important, but it was widely felt that these
could be acquired with relative ease.

Staff
At the very basic level, the Account Relationship Manager is supported by the

corporate Account Relationship Manager team. The staff assistant provides backup
in the Account Relationship Manager's absence and also helps with documenta­
tion and data gathering. The Credit Management Department provides support by
ensuring that credit evaluations are in line with the bank's standards. The Secu­
rity Documentation Unit ensures that once a client facility is approved, the appro­
priate documentation is prepared. Prior to actual disbursement, the Account Re­
lationship Manager had to confirm adequacy of the documentation.
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Conclusion
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Research in service industries has shown that overall job satisfaction on the
part of employees is positively correlated to their level of customer orientation
(Hoffman & Ingram, 1992). The DELTA Bank study confirms a similar relation~

ship in the banking context. This underscores the need for a strong internal mar­
keting program on the part of bank management. Management needs to constantly
monitor the motivation and morale of the bank's employees. In the absence of a
motivated workforce, relationship marketing will not yield positive results.

Periodic measurement of the level of service quality delivered will also impact
the success of relationship banking. Measuring service quality is important for
service organizations with many intangible factors. Researchers have identified a
positive association between service quality and customer satisfaction
(Fitzsimmons and Fitzsimmons, 1994). DELTA, like most banks, does not have
an effective instrument with which to assess the quality of its services. Instru­
ments such as SERVQUAL (a 22-item scale that measures five dimensions of
service quality) could be of immense benefit to banks desirous of practicing rela­
tionship marketing (Parsuraman, Zeithaml, & Berry, 1985; Parsuraman, Zeithaml.
& Berry, 1988).

The human resource systems of a bank are also a crucial determinant of its
effectiveness in relationship banking. The bank needs to recruit and train people
such that its customer orientation becomes ingrained in every employee. Perfor~

mance appraisal measures should be broadened to incorporate an employee's
commitment to the customers and hislher boundary performance with the clients.

Information technology can significantly add to the level of relationship bank­
ing. For example, on-line access to account profitability would help Account
Relationship Managers with their lending decisions. Technology can be harnessed
to build a management information system that provides meaningful and action­
able data on current and potential customers. Such a system would make client
prospecting and rapport building easier for the Account Relationship Managers.

The bank needs to appreciate the key role played by the Account Relationship
Manager in relationship banking. The Account Relationship Manager is a strate­
gic resource that needs to be employed with flair and distinctiveness. In order to
enable the Account Relationship Manager to perform hislher role better, a bank
needs to structure the job such that a reasonable amount of time is available for
client interaction. Relieving the Account Relationship Manager of some of the
documentation and other operations formalities will ensure proper attention to
building client rapport. Also, the Account Relationship Manager needs to be given
greater authority and easier access to the operations and support staff. Having
exclusive product specialists serving the Account Relationship Manager may be
one effective but expensive approach to better performance.

This paper has been exploratory in its orientation. The key limitation of this
study is the exploration of relationship marketing strategy using just one bank
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(i.e., a case study). Future research should be based on empirical data using sev­
eral banks across geographic boundaries (i.e., descriptive study). This will help
researchers in uncovering the commonality in perceptions of respondents from
various organizations. Another limitation of the current study is that it assesses
only the seller's perspective. Relationship marketing should ideally be investi­
gated using data from both sides of the management-customer dyad (Mehta, 1998).
These limitations notwithstanding, this study does bring into focus key aspects of
relationship banking as explained by McKinsey's Seven-S framework. Based on
the DELTA Bank study, five key success factors for relationship banking were
identified: internal marketing, service quality, human resource systems, informa­
tion technology, and the role of the Account Relationship Manager.

The Account Relationship Manager has to have a great deal of day-to-day in­
teractions with officers in the various support departments. Many times, the in­
terests of the various individuals diverge. For instance, while client interest may
be predominant for the Account Relationship Manager, margins may be the driv­
ing motivation for the bank. Such inevitable conflicts between the various staff
can be effectively handled by imbibing a customer focus in every staff member.
As one Account Relationship Manager succinctly puts it, "undoubtedly, Account
Relationship Manager has to be market driven, but there has to be a cascading of
this culture to the support staff. After all, a relationship cannot be developed solely
on the basis of an Account Relationship Manager."

With increasing competition in the banking sector, relationship marketing will
continue to grow in prominence. Its success, however, is contingent on the level
of consistency between the various factors discussed under the Seven-S frame­
work.
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Appendix
Questionnaire for the Depth Interview
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1. What is relationship banking as your bank sees it? Is it a part of the overall
strategy of the bank?

2. How do you segment the customer base? How does the bank benefit from the
concept?

3. What does the customer stand to gain from such a relationship? Do you believe
it is appropriate for all your customers?

4. How do you decide whether a particular customer is worth being treated on a
relationship basis?

5. What is the product strategy (i.e., to offer a full range of standardized products
or customized products depending on the needs of the customer or a
combination of both)?

6. How do you see the role of the Account Relationship Manager'?

7. What do you believe are the most crucial aspects of the Account Management
Strategy'?

8. Is it possible to ensure that the benefits offered by your bank are meaningful
and are not copied by the competitor'?

9. What do you feel is the role of "Internal Marketing" (i.e., a service oriented
culture to the success of such a program)?

to. Does your bank measure Service Quality on a on-going basis?

11. What are some of the more typical problems associated with the
implementation of the Relationship banking program?

12. How does the Account Relationship Manager fit into the overall organizational
structure?

13. What is the basis of the territory allocation? Is there a problem in ensuring
strict adherence to the territory?
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14. What according to you is the role of training in the success of a programs
such as this one? What training do employees of your bank receive.

15. What kind of incentive plans are operative in your bank?

16. What are the kind ofqualities/skills that should be sought for in a good Account
Relationship Manager?

17. What kind of internal support do you expect from departments? Do you have
any problems in obtaining this kind of support?

18. What do you feel is the future of the relationship management concept? What
do you feel are the critical success factors?
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