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Business Culture—Mind the gap

By Anthony Raman, MClnst.M., RPM., Chartered Marketer

Anthony Raman, MCInst.M.,
RPM

With globalization, the op-
portunities for marketers are
increasing alongside with the
implications of internation-
alization. It could be argued
that marketers have much to
benefit in exploiting oppor-
tunities, especially in the
Asia Pacific market.

Relationships form a vital
part of international busi-
ness and involves cross cul-
tural situations between par-
ties from various cultural
backgrounds. They play an
important role in determin-
ing success. Businesses need
successful relationships with
individuals and organiza-
tions to thrive (MacMillan ez
al, 2000).

It is necessary for marketers
to understand the cultural
implications, especially with
regards to business culture
when dealing with other

country markets. Aligning
the business practices of
both sides in a business
relationship with each
other’s cultural aspects will
enhance the successful in-
teractions between both
parties in a business rela-
tionship.

Generic elements of busi-
ness culture are basically
influenced by among other
things country, locality,
ethnicity, culture and indus-
try. It also depends on in-
dustry perceptions. An in-
dustry creates a certain per-
ception of norms and rules
such as protocols, gift giv-
ing and even work ethics.
For example, people in
education and training have
different outlook in life.
Perceptions formed by the
people within the industry
will determine the business
culture of the industry.

It is widely
acknowledged that
successful
organizations
need to have a
customer
oriented business

culture.

It is widely acknowledged
that successful organiza-
tions need to have a cus-
tomer oriented business
culture (Athanassopoulos
2000; Deshpande, Farley
and Webster 1993; Hous-
ton 1986; Parasuraman
1987; Shapiro 1988; Web-
ster 1988).

Culture and Business
The relationship between
culture and behaviour have
been examined by social
scientists for close to a
century, while the com-
plexities of cultural diver-
sity related to business
have been explored by
business researchers for
the past 20 years. Accord-
ing to Elashmawi (1998),
cultural clash will continue
to affect all aspects of in-
ternational business as
greater numbers of people
are conducting business
across national and cul-
tural bartiers such as lan-
guage, perception, atti-
tudes and beliefs, values
and orientation towards
monetary profits.

Countries differ in many
ways in terms of culture in
areas such as social
interaction, work ethics
and social statues.

...continued on page 2
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Furthermore, every business has its
own culture and this relates to organ-
izational culture that influences the way
they work. Every country has its own
culture that is reflected by the way peo-
ple act, their beliefs, how they commu-
nicate and systems and structures in
that country determine how its people
live and behave, Filho (2007).

What is Culture?

According to Aviel (1990) culture can
be manifested in many ways such as
dress, language, food, values, standard
and manners, but the major part of
cultural components such as beliefs,
attitudes, standard and perceptions are
less visible and much harder to detect
and deal with values, assumptions and
perceptions. Such manifestations may
not be aligned with those of another
country especially in terms of doing
business, and the gap between two
different cultures needs to be reduced

or bridged.

Culture comes from the Latin word
‘cultura’ deriving from ‘colere’ which
means ‘to cultivate’; and generally re-
fers to “patterns of human activity and
the symbolic structures that give such
activity significance”. (On-line Com-
pact Oxford Dictionary). The English
Oxford Dictionary defines referring to
customs, institutions, and achieve-
ments of particular nation, people or

group.

According to Javindan, ez.a/, (2005),
culture is defined as “shared motives,
values, beliefs, identities, and interpre-
tations or meanings of significant
events that result from common ex-
periences of members of collectives
and are transmitted across age genera-
tions” by the project GLOBE. Project
GLOBE (Global Leadership and Or-
ganizational Behaviour Effectiveness)
is a research project involving 62 socie-
ties around the wotld with over 160
social scientists and management
scholars who are engaged in this pro-
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grammatic series of cross-cultural
leadership studies representing all ma-
jor regions of the world. Javindan,
et.al, (2005) stressed that GLOBE pro-
vides a constructive approach to re-
solve cross-cultural issues and pro-
vides a rigorous tool to help managers
understand the similarities and differ-
ences among the various cultures
worldwide.

As Sheth (2006) quoted Lee (1990)
when stating that it is increasingly nec-
essary to avoid self reference criterion
(SRC) whereby one’s upbringing, val-
ues and viewpoints give an individual
what is called cultural myopia. Finding
out what others perceive of one’s
business culture will help identify any
areas of gaps between two business
cultures and lessen or dispel cultural
myopia, assisting to avoid cultural
clashes. According to Frey-Ridway
(1997), increasing business conducted
across national and cultural bounda-
ries will be subjected to a greater de-
gree of cultural clash with respect to
all aspects of international business. It
is vital to know of what others in the
target marketplace perceive of the
marketet’s organization and its prod-
ucts or services, as it involves people
who need to be understood and also
how they understand us. To undet-
stand people, there is a need to have
an understanding of their background
that has provided them a certain cul-
ture that enables their present and
future behaviour to be predicted
(Hofstede, 1994).

According to Hofstede (1994), “The
word ‘culture’ is used here in the sense of the
“collective programming of the mind which
distinguishes the members of one category of
people from another.” According to him
the “category of people” can be a na-
tion, region or ethnic group (national
culture), a type of business, ot even a
family, among others, and how people
identify themselves and perceive oth-
ers is coloured by culture (Frey-
Ridway, 1997). Thus, the business
culture of a marketer’s organization
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will be a collective programming of the
minds of those in them and how they
undertake to do business in the target
marketplace.

There are over 160 definitions of cul-
ture alone as documented by Kroeber
(1985) said Kanungo (2006) when he
pointed out that the characteristics of
culture are identical in almost all the
instances. According to him, culture is
based on languages, economy, religion,
policies, social institutions, class, val-
ues, status, attitudes, manners, cus-
toms, material items, aesthetics and
educations that subsequently influence
managerial values and these managerial
values reflected to business practice via
culture. Cultural influences lead to dif-
ferences in management styles and
organizational behaviour Frey-Ridway
(1997).

He added that Bonthos (1994) found
that the primary reason for business
failures is the inadequate information
regarding the business environment
and lack of understanding of foreign
cultures. He suggests people in differ-
ent cultures respond in different ways,
and they have different value systems,
which makes for differences in busi-
ness practices. He states that culture-to
-business is the key component of
management practices in the changing
global scenario. Javindan, et.al, (2005)
stressed that culture and cultural dif-
ferences have an impact in the case of
tacit knowledge such as leadership
skills and management know-how.

According to Dessler (2007), the
GLOBE project identified nine cul-
tural dimensions that distinguish one
society from another that have impor-
tant managerial implications as the
following: assertiveness, future orienta-
tion, performance orientation, human
otientation, gender differentiation,
uncertainty avoidance, power distance,
institutional collectivism versus indi-
vidualism, and in-group collectivism.

...continued on page 3
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The varying cultures of countries lead
to differing managerial values and dif-
fering business practices. Marketers
will need to identify, understand and
take into account the difference in the
business practices within their target
markets to avoid cultural clashes and
business failures.

Marketers need to ensure that their
expectations are in line with the mar-
ketplace and that they can work along-
side the expectations of the market-
place taking into account the cultural
differences. There is the need to learn
the cultural differences especially in
the context of business. According to
Zakaria (2000), cultural differences
exist both at home and abroad. But, in
most cases, problems are created by
international interaction due to the
separation of people by barriers such
as time, language, geography, food
and climate. She added that peoples’
values, beliefs, perceptions, and back-
ground can also be quite different giv-
ing the example that in business sce-
narios there may be differences in the
expectations for success or failure.

What is Organizational Culture
According to Rudman (2003), there is
little agreement as to the nature of
organizational culture and climate and
how they might be assessed. He stated
that perhaps the simplest definition
i.e. ‘the way we do things around here’ is the
most helpful. Robbins, S.P.,et.al
(2003) defines organizational culture
as ‘a system of shared meaning and
beliefs within an organization that
determines in a large degree, how em-
ployees act. They said that organiza-
tional culture represents the organiza-
tion’s members’ common perception.

While organizational culture is de-
scribed as ‘the basis pattern of shared as-
sumptions, values and beliefs considered to be
the correct way of thinking about, and acting
on, problems and opportunities facing the
organization’ by McShane &
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Travaglione (2005). According to
them, it defines what is important and
unimportant to an organization and
can be thought as the organization’s
DNA. Vecchio (2000), stressed ‘that
every organization exists in an external cul-
ture and perpetnates its own internal culture.’
He added that a precision definition of
organizational culture is difficult to
offer.

Vecchio (20006) states that even though
there are various definitions of organ-
izational culture, most contain several
common elements and defined organ-
izational culture as the shared values
and norms that exists in an organiza-
tion and taught to incoming employ-
ees.

The organizational cultures of both
parties in a business relationship deter-
mine their interaction and reaction
with each other. Both have their com-
mon perception of each other and
business is determined by their individ-
ual organizational cultures. The degree
of alignment between the organiza-
tional cultures of both parties in a
business will need to be enhanced to
have a greater positive impact on the
business relationships between each
other. There is a need for a marketer
to have an understanding of the cul-
ture of organizations within their target
industry in a particular country. Organ-
izational culture determines the way an
organization conducts and interacts in
business, thus impacting directly on
the business culture of the organiza-
tion concerned.

What is Business Culture?

Business culture can be described as
the way business is conducted, prac-
ticed and managed by an organization,
an industry or by a country that is in-
fluenced by cultural factors. According
to Elashmawi (1998), people’s sense of
identity and their perceptions of others
are influenced by culture, while cultural
influences contribute to differences in
management styles and organizational
behaviour. Business culture is influ-
enced by the organizational culture of
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the organization conducting the busi-
ness and especially when business is
done across cultures and geographical
boundaries; it is subjected to cultural
differences and clashes.

Factors influencing the generic elements
of business culture

LOCALTY

COUNTRY l ETHHIOITY

Business
Culture

/
=N

PERCEPTIONS

CULTURE

INDUSTRY

There is a need to realize that ethnic
culture plays an important role within
countries and organizations where
there is higher level of cultural diver-
sity. This could impact upon both or-
ganizational and business culture as at
the end of the day organizations are
made up of people, and business is
conducted by people within organiza-
tions who come from different and
varying cultural backgrounds. Without
training or extensive exposure to peo-
ple different from ourselves, all of us
act appropriately within our own cul-
tural context and make assumptions
that everyone we meet shares the same
basic values and has the same priorities
(Parnell & Vanderkloot, 1989). This is
obviously detrimental to an organiza-
tion or business. Training and exten-
sive exposure can be coupled with an
understanding of the perceptions held
by each culture over the other in a
situation will contribute greater to
bridging the divide between business
cultures.

Marketers must be mindful of business
cultures within their markets to ensure
that they align themselves well with
what is required, and to minimize or
work with cultural clashes. They must
avoid going against the business cul-
ture of their market places.

...continued on page 4
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Customer satisfaction is worthless—

Loyalty is priceless

By James A. Schauer, MClnst.M., RPM, FClnst.M.

James A. Schauer,
MClinst.M., RPM, FCinst.M.

During the past two decades most busi-
nesses and public sector agencies have
placed increasing emphasis on improv-
ing customer satisfaction. Many busi-
nesses have publicized their successes
in satisfying more than 80% of their
customers, some even claiming levels
above 90%. However, the most suc-
cessful visionary organizations focus on
optimizing their share of profitable loyal
customers, as experience has
shown that up to 70% of
“satisfied” customers are
not also “loyal”. As well,
they now also spend more
time attending to the causes
of customer dissatisfaction,
where the neglect of the
profitable benefits from
conversion of these custom-
ers into loyal supporters
would be short-sighted at
best.

2 Input

sults, inputs and outputs, effort and
reward, populatly quoted as “80% of
sales come from 20% of customers”.
In practice it appears more likely that
not all customers are of equal benefit,
where about 50% of all profits come
from the most desirable, profitable 20% of
customers, while 60% break-even cus-
tomers contribute 35%, and the coszly
20% add merely 15% to profits. To
accelerate initial growth in new US
markets we would employ the same
principle with a sliding commission
scale varying from a 10% base, up to
25% for the most productive agencies.

Application of “General Systems”
Most service-oriented businesses ap-
preciate the importance of hearing
“their customers’ voice” for improving
customer satisfaction levels, yet often
fail to exploit their feedback fully. As
illustrated in the General Systems
Model below, this shortcoming in de-
veloping customer loyalty as part of a
holistic continuum, often the tendency
is to focus on satisfaction in isolation.

o achieve the holistic goals of an organization or operation as a whole,

General Systems Model *

Beaqin with

@ Customers
Output Outcomes or End Users

internal Measures:
Efficiency
Cost effectiveness.

Customer Loyaity (a)

External Measures:

Effect

“ASystemis ...

a collection of i ing process

that work together

Attracting the right customers

The first step in managing a loyalty-
based business operation is finding and
acquiring the right customers: custom-
ers who can be won and kept to pro-
vide a continuous profitable return on
the business’ investment. The “80/20
Principle” states that there is an inher-
ent imbalance between causes and re-

While satisfaction levels are essentially
tied to services actually delvered in the
past, loyalty measures focus on cus-
tomer-perceived quality and prospects
for providing ongoing and future sup-
port. Thus, even unlikely 100% satisfac-
tion levels merely represent data for

...continued on page 5
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the first stage within an ongoing proc-
ess aimed at raising customer loyalty
down the road. Question design and
layout for assessing actual satisfaction
and potential loyalty are quite differ-
ent, although - up to a point - some
questions common to both may be
used within the same survey instru-
ment.

In practice the gap between satisfied
and loyal customers can swallow a
business. Recently, it was reported
that our local YMCA fitness club is
facing financial difficulties and may
have to close its doors after enjoying
the highest satisfaction ratings in Can-
ada throughout its first 5 years, which
sadly didn’t also translate into loyal
memberships. Similarly, after their
dedicated staffs had achieved excep-
tionally high passenger satisfaction
levels - without also planning for their
continued loyalty, the demise of Brit-
ish Laker Airways (Skytrain) and Ca-
nadian Wardair became virtually inevi-
table in an environment of fierce com-
petition from well-established carriers.
The General Systems model simply
does not permit fragmented solutions:
It’s all or nothing,.

The language of loyalty

It is self-evident to every business that
loyal customers are a good thing. Sim-
ply stated, customer loyalty is the feel-
ing of attachment to, or affection for,
a business’ people in their delivery of
services that meet customer expecta-
tions and value perceptions. The ulti-
mate success of an organization re-
flects the ongoing interaction with
customers and managements’ under-
standing of their value perceptions.
Yet often this need is overlooked.

Unlike marketing of tangible goods
which can be seen, felt and touched,
the delivery of intangible services like
insurance, investment returns, travel
and repairs involve elements of com-
fort through mutual understanding
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and trust as basis for loyalty. In return,
this calls for continuous feedback to
become familiar with customers’ value
perceptions, as well as understanding
their expectations. Thus, it is impor-
tant not to leave development of satis-
faction and loyalty to untrained staff or
third parties with their own priorities,
particularly when as a cost-saving
measure these are provided by off-
shore agencies, which invariably send
wrong signals. Ideally any issues con-
cerning customer loyalty must be given
highest priority and thus involve cor-
porate visionary leadership.

Measures of loyalty

As illustrated below the gathering of
customer feedback cannot be confined
to satisfaction measures alone. Espe-
cially where intangible services are in-
volved, it has to become part of a
whole process covering both customer
satisfaction about past deliveries and
direction about future business sup-
port.

Depending on the industry, reliable
hard data relating to past loyalty may
be obtained from internal sales or ac-
counting records, but any emerging
trends must be viewed with caution.
Usually unique survey instruments are
designed for identifying customer sat-
isfaction, although the results may be
prone to a “satisfaction gap”. Not all
measures obtained in this way are as
dependable as the underlying ‘hard’
data.
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Survey forms may also include ques-
tions about intent to repurchase, most
beneficial among profitable “totally
satisfied” customers. A very different
structure of questions is, however, re-
quired to determine customers’ value
perception and likelihood to become
repeat customers. Usually unanswered
questions or ambiguous responses can
be clarified during informal follow-up
interviews with existing customers.

Listening to customers

Any successful strategy for developing
customer satisfaction and loyalty must
begin with the ability and willingness
to listen to present and potential cus-
tomers. Basically there ate six basic
methods that can be used:

1. Market Research: This is the most
widely used method for determining
customers’ satisfaction, but it’s also
more challenging for determining their
value perception for improving loyalty.

2. Mailing Lists: Based on the ad-
dresses of departing vacation passen-
gers, including the date of departure,
destinations and hotel, and duration -
in English or French I was able to de-
velop a unique travel services mailing
list for keeping past, selectively tar-
geted customers informed about our
future travel services. This process
alone resulted in 20% repeat business
and, in turn, a corresponding saving in
promotion costs.

Beyond Customer Satisfaction:

Look for the 'Hidden' Human Dimension

Satisfactory
Dissatisfied Customers
Customers Relationships

3. Feedback: The
effective resolution
of customer com-
plaints and related

Loyal
Customers

r T T T T T T T T

dissatisfied satisfied

Traditional Satisfaction Research

Potential Opportunities ]

issues was found to
be extremely effec-

suspicious

open tive for ensuring

unwilling to admit

fix it. adding some extra

I their future loyalty.

] Due to the high cost

unwilling

enthusiastic

of major surveys, a

Indifferent

short survey instru-

excited / appreciative

ment was completed

only when asked

pro-active

by passengers on

their return flight,

...continued on page 6
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which provided ongoing data customer
satisfaction for various aspects of their
vacation, allowed us to identify service
problems at hotels or airlines within 48
hours of the return flight. Almost all
incidents resulting in customer dis-
satisfaction could be promptly investi-
gated and resolved, resulting in loyalty
from 35% of travellers, including 7%
from referrals - at considerable savings
of costly resources.

4. Satisfaction Indices: Plotting the
results from ongoing surveys involving
customer satisfaction was used to help
program managers in comparing re-
sults for different times, contracted
hotels, airlines, overseas locations and
competition, including discontinuing
the use of some “problem” hotels.

5. Frontline Personnel: Employees in
direct contact with customers and
agents were trained to provide superb
feedback about customer likes and
dislikes.

6. Strategic Activities: Although less
common for services, as an alternative
or addition to the above methods,
some other companies would go to
extremes in obtaining customer feed-
back, involving them in every stage of
their business for pre-testing new
product or reaction to advertising
plans.

Some business managers tend to dis-
play a serious weakness when they fail
to develop their front line staffs for
identifying customers’ desires or value
perceptions, effectively reducing them
to “order takers”. Resulting problems
may be concealed - until competitors
enter the market with more favourable
response to these needs. While most
enterprises now engage in some form
of market research for determining
customer satisfaction levels, meaning-
ful development of information for
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establishing and developing customer
loyalty is still a rarity.

Shortcomings of some loyalty
“programs”

In recent years loyalty programs pro-
vided by third party organizations have
become very popular. Unfortunately,
these services are no substitute for
meaningful personal interaction be-
tween a business and its customers for
increasing repeat purchases. Talking of
high satisfaction levels from a vendor
without local competition is meaning-
less since, loyal or not, their customers
have nowhere else to go. Similatly, the
use of loyalty programs by sales outlets
holding a monopoly for liquor sales
appears to be somewhat counter-
productive.

Conclusion

From the above we can see that the
development of customer satisfaction
and loyalty are not two isolated under-
takings, but both forming patt of one
whole continuum. Since every business
is unique, not all of the above steps
may apply to yours. However, adher-
ence to General System principles must
be reflected in gathering, analysis and
application of feedback, where even
total customer satisfaction represents
merely the half-way point en route to
optimum loyalty among the most prof-
itable customers. Yet many managers
continue to believe that loyalty is a
myth and assume that half efforts can
be effective. But, as the well-known
strategist Carl von Clausewitz wrote in
his 1832 book on warfare: “A small
jump is easier than a large one, but no
one wishing to cross a wide ditch
would cross half of it first”.
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Tea with Ravi
Wijenathan, McinstM,, RPM

Ravi Wijenathan,
Director and
CEO of Excel
global Holdings
Group Excel
Restaurant (Pvt)
Ltd. was inter-
viewed by the
Daily Times, Sri
Lanka’s National
Newspaper last December. Ravi was
asked about the economy, business in
Sri Lanka and the global recession on
the entertainment industry.

When asked about business and poli-
tics, he noted that public entities
should run like private companies to
provide an efficient service to the
public like in Singapore and Malaysia.

Ravi is a former national rugby player
and former National Rugby selector.
His interview can be read at http://
www.dailynews.lk/2008/12/31/
bus10.asp
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Strategic clarity—it begins with culture
By Ron (Doc) Halliday, MBA, M.Clnst.M., RPM., FCInst.M., CMC

Ron “Doc” Halliday
MClnst.M., RPM., FCInst.M

Otrganizations, both new and old, of-
ten fail in their attempts to improve,
not because of their passionate efforts
to lead the change process, but in their
critical error of not placing enough
emphasis on planting, nourishing or
changing their cultural foundation. A
culture where hearts and minds be-
come one throughout the entire com-
pany or organization is essential to
sustain an attitude shift. Culture is a
set of shared assumptions, beliefs and
practices that are lived daily through-
out a company or organization. Cul-
ture defines norms and standards of
behaviour, and establishes the limits
and possibilities of thinking. It im-
pacts on the capability to achieve and
sustain results over time in any organi-
zation. Culture is a ‘competitive ad-
vantage’ based on the degree to which
the culture supports habits of thought
and behaviour that lead to the consis-
tent delivery of the organization's
promise to its customers and employ-
ees.

The culture of a company or organiza-
tion impacts heavily on the marketing
of the corporate brand, as well as its
products and services. Marketers need
to understand its relevance and inte-
grate its power into developing mar-
keting and communications strategy.

Employees at every level must face
customers, make costly decisions, and
balance competing priorities. Previ-
ously, agreement was generated by
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having strict procedures and standards
of behaviour, which were enforced by
supervisors. Today with more empow-
erment and a greater sphere of auton-
omy for individuals, employees need to
be guided not by rules or supervisors
but by understanding the values and
the operating philosophy that is shared
and practiced by the organization every
day. ‘If a decision fits the values, then
it is right.” Employees often are moti-
vated, and make unconscious deci-
sions, based on their beliefs and values
which are deeply connected. If we all
had the same values with the same
priorities, it would be easy to work in
groups. Unfortunately we do not. Per-
sonal values answer the question,
what’s important to me? Personal val-
ues are the deep-seated pervasive stan-
dards that influence almost every as-
pect of our lives including moral judg-
ments and commitments to others.

Most companies and organizations
have a diversity of values and beliefs.
To improve how employees work to-
gether it is essential to establish and
foster a common set of values that can
be adopted and guide the ‘rightness’ of
collective employee decision-making.
Introducing world class process and
procedure systems without a healthy
value based culture will not motivate
or incent a workforce to employ these
work flow improvement tools effec-
tively over the long term.

Employees face increasing responsibil-
ity and are called upon to make more
complex and far-reaching decisions.
Creating a culture of value based be-
havior where employees know and
believe in what their company stands
for will guide their decision making.
Employees will see themselves as inte-
gral to the company achieving its ob-
jectives and meeting customer expecta-
tions because it is right to do so. Only
when an organization’s values and op-
erating principles are in harmony with
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its employee’s beliefs, can a culture be
nourished and reach its potential. Em-
ployees are motivated to work for dif-
ferent reasons and want different
things from each other and the com-
pany or organization. It’s possible that
they hear the stated objectives, vision
and mission but then lapse into con-
flict of how to work together to
achieve them because the values are
not in harmony with their own. Some
employees might want to work inde-
pendently, some want lots of interac-
tion, while others see the workplace as
an arena for personal competition and
‘winning’ through good results.

Employees need to feel that what they
do goes beyond the immediate activi-
ties to affect others in a positive and
profound way. They need to see the
connection between their actions and a
greater purpose. Without shared val-
ues, the destination has been estab-
lished but not the guidelines as to how
the journey will be governed. When
adopted by an entire company or or-
ganization, values and operating princi-
ples become the benchmark for con-
duct and the soul by which they are
defined. Practiced values are the es-
sence of a company's philosophy for
achieving success and must be seen as
the foundation on which a lasting cor-
porate culture is built. They provide
employees with a sense of common
understanding of expected conduct
and a guide for day-to-day behavior.
The first step in creating an atmos-
phere of common commitment is to
invite the hearts and minds of employ-
ees to participate in the purpose of the
company. Employees want more par-
ticipation and creative involvement in
defining not just what they do, but
what the company or organization is
all about - its essence. When achieved,
marketing the company or organiza-
tion becomes a true competitive ad-
vantage.

Ron 'Doc' Halliday, CEO / Strategic
Imagineer doc@twincreekmedia.com
www.twincreekmedia.com

Office: 250-762-4001

Cell: 250-718-1052
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The effect of advertising on product
performance in the market place

By Emmanuel Obinna,
B.Sc., ANIM,, ACInst.M.

Emmanuel Obinna, AClInst.M.

Advertising is any paid form of non-
personal presentation and promotion
of ideas, goods or services by an iden-
tified sponsor to the public through
various media aimed at persuading
them to prefer a brand or a type of
certain goods, services or ideas to all
others in the same category and thus
to move and induce them to patronize
the goods and setvices or adopt them.
It can also be said to be a way of intro-
ducing a new or existing products or
services to the public for them to pre-
fer it above others through a medium
that is paid for.

Though, advertising has no specific
definition, it is thus suffice to say that
when little of no competition exists,
advertising becomes a prominent mat-
keting yard-stick for informing and
raising purchasing power conscious-
ness of the customers about new prod-
uct or recent development about new
products.

Advertising is an imperative and viable
tool to use not only as means of in-
forming customers but as a means of
increasing the company’s gross profit
as well. In recent times, a lot of com-
panies and organizations, both private
and public, engage in one form of ad-
vertising or the other as means of
competing favorably in our dynamic
business environment. In our modern
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society, individuals, organizations and
government bodies sees advertising as
one the tools or strategy which people,
individuals and organization use to
compete in a dynamic society.

Purpose and objective of
advertising

Advertising is aimed at giving or creat-
ing awareness about an existing or yet
to be introduced products to customers
or the intended public. This goes to say
that advertising activities does not al-
ways increase the profit level of the
company but mainly to create aware-
ness about the product, and in return,
get patronage from the public.

Objectives of advertising includes

. To announce the introduction of
a new product or services into
the market or change in price.

o To expand the market to known
buyers and make enquiries, test a
medium to obtain sales.

. To announce modification of an
existing product and make a spe-
cial offer as a way of reaching
directly to the customer.

. To announce the location of
stock.

. To educate and remind custom-
ers of the existing product in the
market.

. To challenge competitors.

. To export goods and services to
other countries.

° To recruit new staff.

. To attract investors.

Roles and importance of advertising
The roles of advertising include helping
to maintain undue swing in supply and
demand.

It emphasizes remarkable flexibility and
range of operation, and allows for high
turnover and profitability through judi-
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cious use of advertising. It increases
the standard of living of the popula-
tion due to their aspirations and con-
veys an in depth message to the cus-
tomer or prospect.

Importance of advertising

It has become a public debate in our
daily routine operation on the rele-
vance of advertising to many industries
producing goods or services. Its effect
is best felt by customers when ads call
for critical appraisal and evaluation.

Advertising contributes its quota to the
profits of companies, the prosperity of
the shareholders, the uplift of the wage
earners and the solution of the unem-
ployment problems in the society. Ad-
vertising helps create demand for
goods and makes it possible for the
introduction of mass production, in-
stallation of up-to-date machinery and
consequent reduction of cost of the
article. Advertising dominates the me-
dia, and is influential in shaping popu-
lar standards. It is really one of the
very limited groups of institutions
which calls for instilling new needs.

Some of the benefits of advertising
to manufacturers are:

. It makes possible mass produc-
tion and hence mass selling.
. It protects the manufacturer

against unfair competition.

J It tends to stabilize the selling
price and thereby creates confi-
dence in the public

. The increasing demand caused
by advertising makes possible
the installation of latest plants
and technological improvement.

o It brings about quality improve-
ment and reduction in cost per
unit.

To the retailer
Advertising quickens the turnover in
goods. Advertising reduces risk on old
stock, stabilizes price of goods, and
avoids losses to the retailer through
change in price.

...continued on page 9
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..continued from page 8

To the consumer

Advertising acts as information ser-
vices and educates the consumer. It
makes possible the enjoyment of the
new amenities, hence making the lives
of consumers more comfortable and
pleasant. It improves the consumers’
social welfare.

Principles and rules of good
advertising

. Advertising must attract atten-
tion.
. Advertising must be addressed

to a clearly defined target audi-
ence, possibly a target cus-

tomer.

. Advertising must promise a
meaningful benefit to custom-
ers.

. Advertising must aim at selling
one at a time.

. Advertising must be interesting.

. Advertising must be interesting
and easy to understand.

. Advertising must be credible
and sincere.

. Advertising must be morally,
legally and culturally acceptable.

. Advertising must be consumer
oriented.

. Advertising must give the brand
a personality or image.

. It should make the prospective

or intended consumer desire
the brand advertised.

o It should invite the prospect to
take action. This is the purchase
action principle of good adver-
tising.

. The style of the presentation
should be contemporary or
modern and focused on the
target it is meant for.

. Advertising should have a com-
parative edge.

. Advertising should define ad-
vertising goals for measurable
advertising results (DAGMAR)
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Development of an advertising
program

In developing an advertising program,
marketing managers must always start
by identifying the target market and
buyer motives. Then they can proceed
to make the five major decisions in
developing advertising.

The Five Ms’ of advertising

1. Mission: what are the advertis-
ing objectives?

2. Money: How much can be
spent?

3. Message: What message should
be sent?

4, Media: What media should be
used?

5. Measurement: How should the

result be evaluated?

Mission: The company or organiza-
tion has to define its sales goals and

advertising objectives, which forms the

bed rock of the purpose of embarking
on the ad. It could be to increase sales,
introduce a new product, and change
in price and so on.

Money: This has to do with the
amount money set aside for the adver-
tising program. The company estab-
lishes an advertising budget for its
product or services. The company
wants to spend the amount required to
achieve the sales goal. But how does a
company know if it is spending the
right amount? If the company spends
too little, the effect will be insignifi-
cant. If the company spends too much
on ad, then some of the money could
have been put to better use. Some crit-
ics charge that large consumer package
- goods firms tend to overspend on
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advertising as a form of insurance
against not spending enough, and that
industrial companies underestimate the
power of the company and product
image and therefore generally under
spend on advertising.

A counter argument to the charge that
consumer — packaged goods compa-
nies spend too much is that advertising
has a carry over effect that lasts be-
yond the current petiod. Although,
advertising is treated as current ex-
penses, part of it is really an invest-
ment that builds up an intangible value
called goodwill (or brand equity).
There are five factors to consider when
setting the advertising budget:

. Stage in product life cycle:

New products typically receive
large advertising budgets to
build awareness and gain con-
sumer trail. Established brands
usually are supported with lower
advertising budgets as a ratio to
sales.

J Market share and consumer
base: Brands with high market
share usually requires less adver-
tising expenditure when com-
pared to newly produced
brands. For a new brand to have
a large market share it requires
high advertising expenditure.

J Competition and clutter: In a
market that is very highly com-
petitive, high advertising spend-
ing should be done to have an
edge over other brands in the
market place. Therefore, where
there is clutter, high advertising
should be done.

o Advertising frequency: This in-
volves the repetition needed to
put across the brand’s message
to consumers via various adver-
tising medium. It has an impor-
tant impact on the advertising
budget. Repetition of the ad
message involves more money.

...continued on page |10
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continued from page 9

. Product substitutability: Brands
in commodity classes like ciga-
rettes, beer, toothpaste, bread,
soft drinks, soaps, and deter-
gents requites heavy advertising
to establish a differential image.
Advertising is also important
when the product offering is
unique in physical benefits and
features.

Message: In developing an advertising
message, it is necessary that the adver-
tising message be propetly defined.
This will determine who receives it,
when, how, with what influence and
expected responses. For instance, a
message meant to create a product
awareness to a new market, it should
be different from the one aimed at
persuading consumers in an existing
market to buy a particular product or
its brand, or change their attitude to-
wards the product of the information
source. Advertising messages have
different sources, therefore they have
different message objectives, methods
of packaging and delivery.

Based on the advertising objective, the
tirm needs to develop a message that
will reach the target audience. It should
be taken into consideration that each
message depends on the audience in
question, and the nature of the prod-
uct. The message should be formu-
lated in such away that it is understood
by the intended audience, and it is able
to influence the target to act as the
advertiser wishes. A good advertising
message should be able to capture the
attention of the audience (attractive),
create interest, should be very simple
and easy to read, believed and remem-

bered.

The features of good advertising mes-
sage follow:

Attractiveness: The message must be
attractive to the intended readers, lis-
teners or views. The variables that can
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make a product attractive are claims,
headlines, colors, background environ-
ment, and product price. However all
these variables should make up what
they claim otherwise the attractiveness
will loose its meaning,.

Creating intetest: In addition to attrac-
tiveness, the message should also
arouse interest in the reader. The mes-
sage should be represented in such an
interesting and good manner and sup-
ported with illustrations, graphs, and
interesting languages, although depend-
ing on the objective of the message.

Simplicity: The advertisement message
should be in such away that it will be
understandable, clear and not ambigu-
ous.

Believability: An effective advertise-
ment message should be such that it
will be believed as real and not with
unnecessary claims. To make the mes-
sage believable some companies make
use of personalities, celebrities, graph,
illustrations, result of surveys, research
findings, laboratory tests, certificates
and guarantees depending on the mes-
sage, the product and the media cho-
sen.

Remembrance: A good advertisement
should be remembered always by the
audience (whether existing or potential
customers of the product advertised)
for a very long time. The message
should have a theme that will be able to
position itself in the mind of the audi-
ence, and the message should be re-
peated to increase the degree of re-
membrance and reduce the consumer’s
purchasing/consumption dissonance.

Media selection: The major objective
of companies embarking on advertising
is to reach the audience as effectively as
possible, and this could be done by
making use of the appropriate media. It
also depends on the nature of goods
and the target audience. Media selection
is very important because no matter
how qualitative a product is and how
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well constructed a message is, if they
fail to reach the targeted audience be-
cause of using a wrong medium for the
product and message, no work is done.
An advertiser is at liberty to choose
any or a combination of any of these
media mix elements or vehicles— news-
papers, magazines, direct mail (print
media), radio (audio), television (audio-
visual), and or billboard (outdoor ad-
vertising medium).

However the nature of the product will
determine the type of medium to use
in reaching the consumers.

The advertising media is officially de-
fined (Wright, et.al.1977:183) as “the
vehicles by which advertisers convey
their message to target groups of pros-
pects, and thereby aid in closing the
gap between producers and consum-

2

crs .

The advertising media can be catego-
rized into the following:

The Broadcast Media: The radio (or
audio) and the television (or audio-
visual)

The Print Media: The publication me-
dia (newspapers, magazines), The di-
rect advertising media (direct mails,
specialties).

The Point of Purchase Media: This is
most intensive in beer, cosmetics, liq-
uor, and soft- drinks industries. Note
that these are IMPULSE products.
The VARIANTS of POINT OF PUR-
CHASE materials include in-store
signs, window displays, wall displays,
merchandise racks and cases.

The Out of Home Media: These are
outdoor advertising ,non-standardized
signs, and transit advertising.

Others are skywriting, film advertising,
and directory.

Advertising Media Characteristics
It is often challenging in making deci-

sion on the type of medium to use. It
is necessary to know the characteristics
of media. It should be noted that it

...continued on page | |
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Is cost effective and this can be

viewed in two perspectives:

1. Absolute cost, which is the
charge for buying certain
amount of time or space in a
medium.

2. Relative cost, also called “net
cost” is the analysis of the abso-
lute cost with respect to a me-
dium’s audience and quality.
Therefore a medium may have
a high absolute cost, but with
cheap relative cost.

It can be selective, and this can be
viewed from two angles:

1. Geographic selectivity, which is
the quality of medium to reach
a specific area such as state, or
region.

2. Class selectivity on the other
hand, is the ability of a medium
to effectively reach particular
classes of persons possessing
common traits. These traits
could be in terms of age, sex,
religion, education, and income.

1t has coverage or penetration, and this is
more precise than selectivity. It is the
ability of a medium to reach a certain
petrcentage of homes /persons, in a
given area at a particular time, or per-
sons within a given market segment

(Wright, et.al.193).

Every medium has a degree of flexibil-
ity, which is seen as the ease and
length of time required placing an ad-
vertisement in 2 medium. However, in
Nigerian media patlance, this is called
“the copy date”. While an advertise-
ment can be booked and aired on ra-
dio within two working days, televi-
sions, magazines, and billboards are
not that flexible for they require
longer copy dates. Flexibility becomes
prominent in the media choice when
situations requiring urgent communi-
cation action arise.
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Permanence is the ability of a message
on a medium to remain durable in the
mind of the prospects or be retrievable
for a longer time. Advertisement mes-
sages on billboards, newspapers, calen-
dars, flyers or hand bills, posters, and
magazines have good permanency.
Radio and television have poor perma-
nency.

Production Quality is the quality of a
medium to deliver magnificently, even
the minutest details of an ad message,
or create a mood in a manner no other
medium can easily match. Credit here
usually goes to colour magazines and
television (except in the cases of mis-
print and faulty equipment that can
lead to ““ dancing” screen images).

Trade acceptability is the degree of
acceptance a medium can garner
among the advertisers intermediaries.

Measurement: How should the result
be evaluated? Advertising agencies
employ research for both strategic and
evaluative purposes. Strategic research
enables the agency to better under-
stand how consumers use a product or
service and how they regard the prod-
uct or service. Strategic research also
determines the types of people most
likely to buy the product. That group
of people is called the target market.

Advertisers have limited budgets so
knowing who is most likely to buy a
particular product helps them spend
their advertising budget more effi-
ciently.

Evaluative research is used after the
advertising has run and seeks to detet-
mine how well consumers remember
the advertising message and how per-
suasive it was. Evaluative research is
expensive, and as a result, many adver-
tisers do not employ it. Instead, they
try to measure the advertising's effec-
tiveness by analyzing sales results.

Modern business management requires
that results be measured, not in isola-
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tion, but in relation to stated objec-
tives. After execution of a given pro-
gram or action, the result should be
measured to determine the level of
performance.

In advertising effectiveness evaluation,
the questions that would need urgent
answers are what to measure, how to
measure it, when to measure it, who
should measure it and for what pur-
pose? When these questions are an-
swered and addressed properly, then
the firm will be able to achieve its set
objectives or goals based on priority.

However in general, researchers wish-
ing to measure advertising effective-
ness attempt to measure two major
elements; the sales response to promotional
input and the communication effect of promo-
tion. Attempts to measure these ele-
ments in specific terms have been less
successful because of the many vari-
ables that tend to influence both sales
and communication. Regardless of
these constraints, advertising perform-
ance helps to provide some clues for
advertising researchers and practitio-
ners. The following are some of the
method that can be adopted when
measuring advertising effectiveness;
experiments versus surveys, pretesting,
post testing and concurrent testing,
limited objectives and sales-objectives
tests. The nature of the product will deter-
mine the best method to use for best result.

Emmanuel Obinna is a business execu-
tive / West Africa Coordinator and CEO
of Easyreach and Company. He can be
contacted at
ceo(@easyreachinternational.com or
easyema2001@yahoo.com;

T: +2348033333725.

G

Page I



September 2009

Marketing Canada

How effective and efficient are your pricing

strategies
By Oluwabamidele Daniel Adeyemi

B.Sc, MBA, MMIS, AMAMI CPM, MClinst.M, AMSIM, AMIM, AIMM

Oluwabamidele Daniel Adeyemi
MClinst.M

What is pricing?

Pricing is a method adopted by a firm
to set its selling price. It usually de-
pends on the firm's average costs, and
on the customer's perceived value of
the product in comparison to his or
her perceived value of the competing
products.

What are pricing strategies? Price
planning that takes into view factors
such as a firm's overall marketing ob-
jectives, consumer demand, product
attributes, competitors’ pricing, and
market and economic trends.

The pricing strategy of a business can
ultimately determine its fate. As a
business owner you can ensure profit-
ability and longevity by paying close
attention to your pricing strategy.

Commonly, for many businesses, the
pricing strategy has been to be the
lowest price provider in the market.
This approach comes from taking a
superficial view of competitors and
assuming one can win business by
having the lowest price.

Below are some pricing strategies to
considet.

Competitive pricing: Use competitors'

retail (or wholesale) prices as a bench-
mark for your own prices. Price

Page 12

slightly below, above or the same as
your competitors, depending on your
positioning strategies. Note you must
collect competitor pricing information
by observation rather than by asking
them. Otherwise, it could be seen as
collusion.

Cost plus mark-up: This is the opposite

of competitive pricing. Instead of look-
ing at the market, look at your own cost
structure. Decide the profit you want to
make and add it to your costs to deter-
mine selling price. While using this
method will assure a certain per-unit
margin, it may also result in prices that
are out-of-line with customer expecta-
tions, hurting total profit.

Loss Leader: A loss leader is an item
you sell at or below cost to attract more
customers, who will also buy high-
profit items. This is a good short-term
promotion technique, if you have cus-
tomers that purchase several items at
one time.

Close out: Keep this pricing technique
in mind when you have excess inven-
tory. Sell the inventory at a steep dis-
count to avoid storing or discarding it.
Your goal should be to minimize loss,
rather than making a profit.

Membership or trade discounting: This
is one method of segmenting custom-
ers. Attract business from profitable
customer segments by giving them spe-
cial prices. This could be in the form of
lower price on certain items, a blanket
discount, or free product rewards.

Bundling and quantity discounts: Other

ways to reward people for larger pur-
chases are through quantity discounts
or bundling. Set the per-unit price
lower when the customer purchases a
quantity of five instead of one, for ex-
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ample. Alternately, charge less when the
customer purchases a bundle or several
related items at one time. Bundle over-
stocks with popular items to avoid a
closeout. Or, bundle established items
with a new product to help build aware-
ness.

Versioning: Versioning is popular with
services or technical products, where
you sell the same general product in
two or three configurations. A trial or
very basic version may be offered at
low ot no cost.

Avoiding the Lowest Pricing
Strategy

Having the lowest price isn't a strong
position for business. Larger competi-
tors with deep pockets and the ability
to have lower operating costs will de-
stroy any small business trying to com-
pete on price alone. Avoiding the low
pricing strategy starts with looking at
the demand in the market by examining
three factors:

1. Competitive Analysis: Don't just
look at yout competitot's pricing.
Look at the whole package they
offer. Are they serving price-
conscious consumers or the af-
fluent group? What are the value
-added services if any?

2. Ceiling Price: The ceiling price is
the highest price the market will
bear. Survey experts and custom-
ers to determine pricing limits.
The highest price in the market
may not be the ceiling price.

3. Price Elasticity: If the demand
for your product or service is
less elastic, you can then have a
higher ceiling on prices. Low
elastic demand depends on lim-
ited competitors, buyet's percep-
tion of quality, and consumers
not habituated to looking for the
lowest price in your industry.

The low price strategy is best avoided
by small business but there are condi-
tions such as a price war that can drag a
company into the lowest price battle.
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...continued from page 12

Evading a Price War

A price war can cause havoc in any
industry and leave many businesses,
out of business. Care should be taken
to avoid a Price war. Take these tips to
evade a deadly price war:

o Enhance Exclusivity: Products
or services that are exclusive to
your business provide protec-
tion from falling prices.

. Drop High Maintenance Goods:
There may be products or set-
vices in your business that have
high customer service and main-
tenance costs. Drop the unprof-
itable lines and find out what
customers don't want.

J Value-added: Find value your
business can add to stand out in
the marketplace. Be the most
unique business in the category.

o Branding: Develop your brand
name in the market. Brand
name businesses can always
stand strong in a price war.

Carefully, consider your price deci-
sions. Your business depends on it.

Mr. Oluwabamidele Daniel Adeyemi,
MClInst.M. is the Sales and Marketing Di-
rector with Tabura Global Energy, Lagos,
Nigeria. He is responsible for business
development and marketing strategies. He
can be reached at
dele.adeyemi@yahoo.com.
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Synergy and organization structure
By Dr. Ranjan Madanayake, DBA, CPM, FCMP, FSPMgt, FSBP, MClInstM, RPM,

MMA, MNZIM, MIM (SL), MSLIM

Dr. Ranjan Madanayake,
MClinst.M, RPM

“If there is synergy between two or
more organizations or groups, they
are more successful when they work
together than when they work sepa-
rately; used mainly by business
people” (Collins COBUILD English
Dictionary definition of synergy).

The learning outcome of the meaning
of the word synergy must then be unite
and not divide. But is this the case in
most businesses? In Sti Lanka, re-
search shows that the slightest chance
to divide is accepted with glee. A suc-
cessful business unit of a company is
made into a separate company without
much ado. It then becomes a stand-
alone company and a subsidiary of the
holding company. Then we proudly
say our holding company has so many
subsidiaries. Apart from that ego, are
there any other positives?

In the recent past, we saw the downfall
of a holding company with over a hun-
dred subsidiaries that folded like a deck
of cards. Therefore, the decision to
remain integrated or disintegrate must
come from the answers to the ques-
tions—what level of synergy, sales,
productivity and at what cost? Eventu-
ally, it is not only the top line and the
middle line that is important but the
bottom line as well — the organizations’
oxygen, its profitability and sustainabil-
ity. The wisdom of different models is
worth examining.

The SBU Model

A multinational company will have
several strategic business units — SBUs
instead of subsidiary companies. Each
homogenous category will be a sepa-
rate SBU and not a separate company.
For example, the multinational will
have a Personal Care SBU, Food Prod-
ucts SBU, and Bakery Products SBU.
The senior management of the com-
pany would be as follows:

CEO

Head of Marketing

Head of Manufacturing

Head of Human Resource Develop-
ment

Head of Finance

Head of Logistics

Head of MIS

The key functional areas of the multi-
national will be adequately focussed
like the foregoing structure. No matter
what product portfolio is handled by a
respective SBU the Head of Marketing
will organise the marketing team to
deliver superior value to their target
markets by setting up the distribution,
marketing communications and mar-
keting research departments. The
Head of Manufacturing will recruit
different teams to meet the production
challenges of the different SBUs and
set up separate production units. The
Heads of Finance, HR, Logistics and
MIS will provide the support needed
through their individual teams.

It is a model of a single company han-
dling a range of products both similar
and different, but under one corporate
entity. This model which I have for
convenience termed the SBU model is
successfully used by some local Sti
Lankan companies, even though the
much preferred is the flamboyant sub-
sidiary company model. The sense of
bigness, the desire for multi company
ownership, and the overall image is
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Synergy ...continued from page 13
what drives entrepreneurs to the sub-
sidiary company model rather than
productivity or bottom line.

The Subsidiary Company Model
What if the Personal Care SBU, Food
Products SBU, and Bakery Products
SBU were introduced as separate com-
panies. The moment this happens,
each of the companies will need to
have senior management teams. That
means three CEOs, three Heads of
Marketing, three Heads of Manufactur-
ing, three Heads of Human Resource
Development, three Heads of Finance,
three Heads of Logistics and three
Heads of MIS. It is needless to men-
tion the cost of this transformation.

On the other hand when it comes to
sales, each company will have its own
sales department and in the case of this
example, there will be three sets of
sales personnel visiting the same cus-
tomers. The next biggest waste at this
point is the additional cost of market
logistics.

For homogenous product categories
serving a similar set of customers, this
model will be myopic and a waste.
What would benefit such an operation
would be the SBU model. But, for
much diversified industries targeting
different markets and different distri-
bution channels, would the subsidiary
company model be effective? For ex-
ample, consider a mix of:

. Healthcare equipment targeting
the healthcare sector.

. Retail products targeting the
retail sector.

. IT solutions targeting the corpo-

rate sector.

These mixes are very distinct and dif-
ferent from one another. But if one
takes an analytical view, they still can
remain as SBUs and use the services of
a single set of senior managers referred
to earlier. Thus, there will be one
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CEO, one Head of Marketing, Finance,
Logistics and so forth. But each SBU
can have a SBU Manager at the level of
a business manager handling the overall
management of the SBU.

The centralised departments would
handle the functions of Marketing, Fi-
nance, Logistics, MIS and HR, but in
the case of Sales, (as the value proposi-
tions are very different) sales must ide-
ally be handled at SBU level. The com-
bination of the above synergies would
bring about significant cost savings
than having stand-alone companies.

Group Directors Model

The common feature of this model is
the Group Directors. When the num-
bers are many, the Managing Director
will have a set of top business managers
at the highest level as Group Directors,
and each of them according to their
own business acumen and strength
would be allocated one or more sub-
sidiaries for which they are held ac-
countable and responsible. CEOs of
the subsidiary companies report to the
Group Directors. This is a good thing,
if the subsidiary company model is in-
evitable. Group Directors would even-
tually report to the Managing Director
of the performance of their subsidiaries
for which they are responsible and ac-
countable.

7

P

Functional Group Directors Model
Another aspect is having Functional
Heads as Group Director Marketing,
Group Director Human Resources, and
Group Director Finance, on the Board
of the Holding Company. The subsidi-
ary companies, already headed by a
CEO, have their own Heads of Market-
ing, HR and Finance, hence what roles
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can the above play or what support
can they contribute and achieve? Other
than an advisory role and a duplication
of human effort, confusion and de-
scent from the teams of the subsidiar-
ies, nothing else can be contributed or
achieved. Therefore this model is most
inappropriate and myopic and one
researched at length.

The only way possible is to pull out the
matketing staff of all the subsidiaries
retaining only the sales staff to make
sales, and setting up Group Marketing
and allocating the respective marketing
personnel to the Group Marketing
Director. This would enable them to
handle the marketing of the entire
Group where they will perform Cate-
gory or Brand Management and not as
members of each of the subsidiaries
but as members of the Group. The
same can be applied to Finance, HR
and MIS, as well as Logistics.

Group Marketing, Group Finance,
Group HR, Group MIS, would not
have personnel attached to the subsidi-
aries but they would all be serving the
Group Directorate of the Holding
Company. They would be actively en-
gaged in doing the work of all the sub-
sidiary companies. The Director Mar-
keting would have a team of Category
and or Brand Managers handling dif-
ferent categories and brands of all the
subsidiaries. Finance Director would
have a team of Accountants. The Di-
rector HR would have team of HR
Officers and the Director MIS a team
of MIS Officers. These teams would
meet with the respective CEOs of the
subsidiaries to plan and implement the
programs.

The Ideal Model

There really isn’t an ideal model. How-
ever, the SBU model seems pragmatic
and cohesive for most, due to the syn-
ergies that a single company can initi-
ate. Size, diversity and type can matter
in determining the right model. If a
large company (no matter how big)

...continued on page |5
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Synergy ...continued from page |4
acquires controlling shares of another,
the acquired company must remain an
independent entity even though it is a
member of the acquiring company.
This is because some percentage of
the shareholding is outside of its struc-
ture and has no absolute ownership.

There is very little synergy that can
come from an integration of a large
fast moving consumer goods (FMCG)
Company and an equally large Planta-
tion Company that is export focussed.
For example, expertise in logistics and
sales required by the FMCG Company
is bound to differ from the needs of
the Plantation Company. But Market-
ing, Finance, HR, MIS are some areas
in which some commonality would
exist. It may then be possible to have
two different companies but have
Marketing, Finance, HR and MIS un-
der the Holding Company. Notwith-
standing, the subsidiaries should be
able to save on the long-term, as the
Holding Company would have a CFO
instead of two, similarly for Marketing,
HR and MIS.

Conclusion

Aspects that need to be considered
when deciding the model are many,
some of which are diversity, sales, pro-
ductivity and cost and to ascertain
which of the alternatives ultimately
will give a better bottom line as well as
a delighted target market. As usual
comments are welcome at
rpmadanayake@sltnet.lk

Dr. Ranjan Madanayake is Author Strate-
gic Marketing Plan — The 12 ‘P* Model, Sri
Lanka. Author PCM Study Text, Sri Lanka
Institute of Marketing. Co-author The
Marketing Collectibles, New Zealand &
Malaysia. Co-author Marketing Skills in
Management, India. Co-author & co-
editor Marketing Perspectives, Canadian
Institute of Marketing, Canada. Honorary
member of the International Academic
Board, Phoenix International University.
Country Director, Sri Lanka and Member
of Advisory Council Global Market-

ing Network, UK. @M
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Clnst.M. Member gives keynote speech in Tokyo

) A5 £ BUEE IR
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Group photo of the Holistic Health Science Institute of Kanazawa at presentation
ceremony

Canadian Institute of
Marketing Member
Anthony Raman,
MClInst.M., RPM.,
was an invited special
guest at the presenta-
tion ceremony of the
Holistic Health Sci-
ence Institute of Ka-
nazawa held in To-
kyo, Japan recently.
He also gave a key-
note speech titled
‘Order in Disorder’

during the event. The - Anthony Raman (left) and Dr. Sadaka Sato President of the
speech given by An- Hsg| (right) flank a student who was presented her certificate.
thony was translated

into Japanese simultaneously by Yoshihiko Okabe, a Senior Lecturer at Kobe Ga-
kuin University.

His speech focused on the individual’s need to seck opportunities amidst the cur-
rent global and Japanese economic situation. To support and strengthen his mes-
sage, Anthony used several Japanese sayings that were well received by the audi-
ence.

Anthony had previously written a joint article for the journal of the Institute with

Yoshihiko Okabe. He is currently working on further articles in collaboration with
Okabe for publication.
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Category management—Increase profits by managing categories

(Insights for retailers)

By Prasanna Perera, F.C.I.M. (UK), MClnst.M., FCInst.M., MS.L.ILM,,
Marketing and Management Consultant, Chartered Marketer—CIM (UK)

Prasanna Perera,
MClInst.M., FCInst.M.

Marketing basics and Category
Managers

We are living in the backdrop of a
mad, mad, mad marketplace. Retailers
and manufacturers of fast moving
consumer goods are consolidating.
The big are getting bigger, while the
small are either merging, being ac-
quired or going out of business.

The way out of the madness starts
with a solid foundation built on the
basics of marketing. Who are the cus-
tomers? What do they want? Despite
this new era of competition and prod-
uct proliferation, business success is
still about having the right product, at
the right price, with the right promo-
tional support and in the right place.

Category management emerged in the
eatly 1990s as a method of turning
marketing basics into an organized
process. Category management builds
on the marketing basics to help retail-
ers and manufacturers reach consum-
ers. Cleatly, understanding how to
manage categories for these groups is
critical. Trading partners need to lev-
erage the power of categories, to drive
higher shopper penetration, increase
shopping frequency, and encourage
larger basket size. Shoppers go to the
store to buy products. Retailers must
figure out what categories will drive
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desirable behaviour in the store.

The purpose of Category Manage-
ment

Category management is more than a
way to manage a category as a business.
It is essential to the successful retail
operation. Moreover, the process can
give retailers a powerful competitive
advantage if executed well. The winners
in the marketplace will be those compa-
nies that satisfy consumer needs by
knowing how to integrate data, insights
and merchandising.

Evolution of Category Management
The retailers that pioneered category
management are among the largest
chains in the United States. Safeway
was one of the original practitioners.
On the manufacturing side, Philip Mozr-
ris and the Coca Cola company were
early supporters of category manage-
ment.

In the early 1990s everyone involved in
category management focused on the
data and what the numbers revealed
about product movement and the cate-
gory. Surprisingly, they forgot that the
consumer drives what happens in the
category. The biggest change in cate-
gory management over the years has
been more of a focus on the consumer.

Consumer centric category

management

To make the category management

process more consumer centric, the

following components were addressed.

. Clever segmentation and target-
ing of consumers. This is to get
the right products, in front of
the right shoppers, in the right
stores.

. Grouping retail stores based on
the sales potential of brands or
categories.

o Determining the differences
between existing sales and po-
tential sales in a category.

It must be cleatly understood that con-
sumer behaviour changes the catego-
ries. If you are not getting a fair share
of the category, chances are that you
are not doing a good job of under-
standing consumers and satisfying
their needs.

Category Management beyond
supermarkets

Although category management
started as a process for supermarkets,
it has now become clear that its bene-
fits are applicable to other retailers as
well. Borders (books) and Home De-
pot (home improvement) now employ
category management.

Category Management and the
retailer’s strategy

A good retailer strategy is made up of
the following components:

. Knowing who you are. The re-
tailer must be aware of the
store’s position in the market.

. Know your consumers. The
retailer needs to know who the
shoppers are, and what they
want in a store.

J Be able to execute the strategy.
The retailer will be able to carry
out the strategy more easily, if
everyone understands the strat-
egy and works to execute it.

Every retailer should have a mission
statement. The mission statement
specifies why the company is in busi-
ness. Ideally, retailers carry out the
mission with a well conceived strategy
and effective tactics.

...continued on page 17
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Category Management

...continued from page 16

The Eight Foundational Steps of
Category Management

1. Category Definition — is to de-
termine the products that make
up the category.

2. Category Role — to assign the
category role (purpose) based
on a cross-category analysis.
(Considering the consumer,
distributor, supplier).

3. Category Assessment — to con-
duct an analysis of the cate-
gory’s subcategories, segments,
brands and stock keeping units
(SKUs).

4. Category Scorecard — to estab-
lish the category’s quantitative/
qualitative measures.

5. Category Strategies — to de-
velop the marketing, product
supply and in-store service
strategies for the category.

6. Category Tactics — to determine
the optimal category assort-
ment, pricing, shelf presenta-
tion and promotion tactics, to
achieve the scorecard measures.

7. Plan Implementation — to de-
velop and implement a written
business plan.

8. Category Review — to measure,
monitor and modify the cate-
gory’s progress on a timely ba-
sis.

While an increasing number of organi-
zations are customizing or streamlin-
ing the eight step category manage-
ment process, it is essential to fully
understand the original eight steps,
both their objectives and methods of
execution.

The future Category Management
The key to sales and profits in the
packaged goods industry is the con-
sumer, who resides between the
manufacturer and the retailer. To de-
velop and optimize the relationship
with consumers, trading partners have
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to leverage consumer touch points.

In the past, the marketplace was char-
acterized by a push-pull effect. Proctor
& Gamble (P&G) advertised a new
product on TV (push) prompting the
retailer to stock the product (pull). To-
day, media is so diverse that the push-
pull technique doesn’t work so well.
That’s because retailers have become
the gate keepers of the shelfl If Wal-
Mart does not list a new product from
a company like P&G, the manufac-
turer will be in serious trouble (by
missing key distribution).

Another important factor is that retail-
ers are accumulating more consumer
insights through their point of sale
(POS) data and some retailers are won-
dering whether they even need manu-
facturer data anymore.

Finally, the growth of private labels
will also have a major impact on cate-
gory management. Retailers are pro-
ducing better private label products
and thereby strengthening their bond
with the consumer.

Manufacturers would do well to under-
stand the retail strategy and to align
their category management efforts ac-
cordingly. If retailers and manufactur-
ers work more closely, category man-
agement can be improved in the fu-
ture, for mutual benefit.

Prasanna Perera is a Senior Marketing
Consultant for several organizations and a
much sought after Marketing and Sales
Trainer. He won the “Marketer of the
Year” Award in 2001. Contact Prasanna at
prasannaperera@mail.ewisl.net.
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Mohawk College
hosting OCMC
2009

20001l V R
ONTARIO COLLEGES
MARKETING
COMPETITION

COLLEGE OF AFPPLIED ARTS AND TECHMOLODG!

Every year in November, Ontario’s
top college marketing students get
together to see who can do the best
in a set of events designed to test
students on the practical, under-thegun
skills that faculty strive to inspire

in them. The 2009 competition will
be hosted by Mohawk College in
Hamilton. The Canadian Institute of
Marketing is a sponsor of the annual
competition.

The event was initiated in 1980
among 6 colleges. In 19806, the event
was hosted by Mohawk College in
Hamilton which reached beyond the
original six, inviting every college to
Participate.

2009 will

take place November

19 and 20.

The first day will be at Mohawk
College and the second at the Sheraton
Hamilton.
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Create web site copy that speaks to your target audience

There’s more to Search Engine Optimization than tags and rankings
By Scott Warne, MClnst.M., RPM, President and CEO, Alison Grenkie, Account Coordinator,
Sue St. Denis, Web Developer—Woarne Marketing & Communications

Scott Warne, MClInst.M., RPM

Your new web site has been up and
running for several months now. Traf-
tic is high, thanks in large part to the
Search Engine Optimization (SEO)
consultant you employed. Your key-
words have been extensively re-
searched, your Meta tags and Title tags
are in order, and your site is achieving
top 10 results in most search engines
for your keyword phrases. In short,
you’ve done everything right. So why
is your increase in traffic not being
converted to an increase in sales?

One unfortunate trend in SEO is the
tendency to overlook the importance
of professional, well-written marketing
copy. The root of the problem lies in a
common misconception — the belief
that the copy needs of search engines
and site visitors are at odds. This is
not the case. It is absolutely possible
to create copy that speaks to site visi-
tors while also appealing to search
engines. There are several techniques
that can be used to ensure customer-
focused copy that is also search engine
friendly.

Reframe your objectives

SEO consultants are under pressure to
deliver, and nothing delights their cli-
ents like top 10 search engine rank-
ings. But does this type of online pres-
ence translate into profit? Unfortu-
nately, the answer is “not necessarily.”
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Don’t obsess over rankings when what
you really want is conversions. A con-
version is a visitor who takes action
once on your site — makes a phone call
and files out a forms. It may be reward-
ing to see your site in the top 10, but
untargeted traffic is meaningless. Forget
about those search engines for just one
moment, and optimize your web site
with your target audience in mind.

Enlist a professional copywriter

To maximize the effectiveness of your
web content, you need to find someone
whose specialty is writing good market-
ing copy. This is a writer who will use
your target audience analysis to connect
with the people who find your site.

Traditionally, the focus of SEO copy-
writing has been on integrating your
keyword phrases. But even as copywrit-
ers have been perfecting this technique,
search engine algorithms have been
evolving. Your site’s relevance is now
being measured by third parties, such as
those who may bookmark or link to
your site. Search engines are able to take
your site’s reputation into account. This
means that, now more than evert, it is
crucial that your web site have quality
content that appeals to site visitors.

Include quality content

What exactly is quality content, you ask?
It is descriptive, well-crafted copy that
outlines the benefits of your product or
service. It is copy that is written for real
people, not algorithms. Just as you are
encouraged to “dance like no one is
watching” and “sing like no one is lis-
tening,” you must, in a sense, “write like
no one is ranking.” It’s harder than it
sounds.

This doesn’t mean you should discard
your keywords and phrases. Instead, use
them when it seems natural, and use
synonyms and variations like you would

anywhere else. Search engines recog-
nize that “school,” “education,”
“educators,” and “teachers,” share a
common theme. Don’t repeat the
same keyword or phrase more than
three times in the body of your page,
or you risk damaging your site’s repu-
tation with the search engines.

Shine a spotlight on keyword-rich
copy

Make sure that the search engines can
“see” this content. Having great copy
that can’t be found by search engines
is a bit like spending millions of dollars
producing a film that goes straight to
video. Simply put, it’s a waste of re-
sources.

Keywords and key phrases are not the
be all and end all, but they are still an
essential part of a well-optimized site.
Make sure that, whenever possible,
they appear: in the heading of the
page; in the first sentence of the first
paragraph; and near the bottom of the

page.

Lastly, avoid this tragic pitfall: do not
conceal your keyword-rich copy with
graphics or flash. Remember, search
engines need to be able to read this
copy for you to benefit from it. It may
come as a surprise, writing good SEO
copywriting is ultimately about know-
ing your customer. It sounds decep-
tively simple. Of course, it’s not that
easy. It is more difficult to create
unique, well-written content than it is
to simply jam in keywords and rely on
your Meta tags. But keep these SEO
copywriting strategies in mind and
you’ll soon see your investment paying
off.

Scott Warne can be contacted at
scott@warne.com

G
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Do marketers hold the key to end the recession?
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By PP. Rtn. Nimal Wirasekara MSLIM, MCIM, DipM (CIM UK), HMIMM (SA), HFASMI (Aus)

Nimal Wirasekara, Executive Director,
Sri Lanka Institute of Marketing

Economists say that a true recession is
when there is a negative GDP (Gross
Domestic Product) growth for a mini-
mum of two consecutive quarters.
While the above definition can be ac-
cepted, some economists do not sup-
port it completely as this definition
does not consider other important
economic change variables such as
current national unemployment rates
or consumer confidence and spending
levels.

Other challenges faced by this defini-
tion is that the roots of a recession
and its starting point can be seen in
several quarters of positive but slow-
ing growth, or even positive growth
interlaced with negative growth, be-
fore the recession cycle begins.

The National Bureau of Economic
Research, or NBER in the US defines
a recession as a “‘significant decline in
economic activity lasting more than a
few months.” It is actually a common
phenomenon that countries around
the world experience mild economic
recessions frequently. Recession is a
natural result of the economic cycle
and will adjust for changes in con-
sumer spending and consumption or
increasing and decreasing prices of
goods and labour. Experiencing a
multitude of these negative factors
simultaneously can lead to a deep re-
cession or even long economic de-
pression.
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An economic recession is primarily
attributed to the actions taken to con-
trol the money supply in an economy.
The Central Bank and in the global
scenario the Federal Reserve (Fed) in
the US is the organization responsible
for maintaining the delicate balance
between money supply, interest rates,
and inflation. When this delicate bal-
ance is tipped, the economy is forced
to correct itself.

The Central Bank or more specially the
Fed in the global scenario, sometimes
dumps—dumping huge amounts of
money supply into the money market
to control these situations. This helps
to keep interest rates low, even as in-
flation rises.

Inflation is the rise in the prices of
goods and services over a period. So, if
inflation is increasing, it means that
goods and services are costing more
now than they did before. There can
be many factors contributing for infla-
tion such as increased costs of produc-
tion, higher costs of energy, and/or
the national debt. Where inflation is
prevalent, people tend to cut out
things like leisure spending, spend less
on things they usually indulge in, and
start saving more money than they did.
As people and businesses start finding
ways to cut costs and derail unneeded
expenditures, the GDP begins to de-
cline. This will lead to higher unem-
ployment rates which will rise because
companies start laying off workers to
cut more costs, as consumers are not
spending like before. It is these com-
bined factors that manage to drive the
economy into a state of recession.

One could say that a recession is actu-
ally caused by factors that might stunt
the growth that is available from the
short term benefits to an economy that
can be brought about by such things
like rising oil prices. And while these
are very short term in nature usually,

they have been known to correct
themselves quicker than the full blown
recessions that have happened in the
past.

Effects of an economic recession
An economic recession can be pre-
dicted before it actually hits by observ-
ing the changing economic landscapes
in quarters that come before the actual
onset. You will still see GDP growth,
but with signs like high unemployment
levels, stock market losses, and the
absence of business expansion. When
an economy sees more extended peri-
ods of economic recession, it goes be-
yond a recession and is declared a state
of depression.

The only real benefit of an economic
recession is that it will help to reduce
inflation. In fact, the delicate balancing
act that a Central Bank pursues is to
slow the growth of the economy
enough so that inflation will not occur,
but also so that a recession will not be
triggered in the process. Now, the
Central Bank performs this balancing
act without the help of fiscal policy.
Fiscal policy is usually trying to stimu-
late the economy as much as is possi-
ble through such things as lowering
taxes, spending on programs, and ig-
noring account deficits.

History of US economic recessions
Economic recessions have occurred all
throughout the history of modern eco-
nomics. The US suffered its first reces-
sion in the years between 1797 and
1800. It was called the panic of 1797,
and it was primarily caused by the de-
flating effects of the Bank of England.
This disrupted commercial real estate
markets in the US. Britain’s economy
was in a bad state already, due the
French Revolutionary wars. This
shows how the effects of recession on
one country affect another.

...continued on page 20
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Economists all agree that what effects
one country, especially a key country,
will affect the rest of the wotld in at
least to a certain extent.

The next recession occurred in the
years between 1807 and 1814, and was
called the Depression of 1807. This
depression was the affect of the Em-
bargo Act of 1807. This act destroyed
a good part of the shipping related
industries.

The Panic of 1819 soon followed.
This was the first major financial crisis
of the relatively new U.S. economy.
This panic brought with it widespread
foreclosures, failing banks, huge un-
employment rates, and a gigantic
slump in manufacturing and agricul-
ture that caused havoc among Ameri-
cans.

Economic recessions in America con-
tinued with the Panic of 1837 fol-
lowed by the Panic of 1857. Consid-
ered part of the modern economic
system, no one can really escape reces-
sion in the long run. Economists say
that Germany is in for what might be
the biggest recession in all of German
history not too far down the road. The
Japanese recession, just like economic
recessions in America, can be linked
to the dreadful cycle of imbalanced
inflation, money supply, and interest
rates that keep things in balance, roll-
ing, and functioning propetly.

The collapse of the dot.com bubble as
well as the attacks that occurred on
September 11th on the World Trade
Center Towers in New York City was
truly the cause of the recession in
2001. Accounting scandals also ran
rampant, contributing to the overall
downward financial spiral that Amer-
ica faced.

Recently, the world has been hit by

what has been called the Late 2000s
recession. The collapse of the housing
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market really set this one off on a bad
note, and it, coupled with bank col-
lapses in the U.S. and Europe, have
caused consumer confidence and credit
availability to plummet to new lows.

Producers and consumers

Broadly speaking, a nation's economy is
the production and consumption of
goods (food, clothes, cars) and services
(repairs, transport, haircuts) in that na-
tion. Anybody producing or consuming
things in a country (and that's just
about everybody) plays some role in the
economy.

Production and consumption are inter-
twined. For people to consume things,
someone has to produce those things.
And to produce things, you need to
consume things.

Supply and demand

The ultimate goal of producers is to
make money, more money than they
spent producing the product. Consum-
ers may want to satisfy their wants and
needs by buying products, or they may
buy products to make money (by resell-
ing the products or by using the prod-
ucts to produce other products). In any
case, consumers generally want to pay
as little for goods and services as they
can.

In a market, the actions of producers
and consumers determine the value of
goods and services. Producers are the
ones who actually set prices, but they
do so based on the behaviour of con-
sumers. If nobody buys a product at a
particular price, the producer knows
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the price is too high. If some consum-
ers buy it, but not enough to buy eve-
rything produced, producers must ei-
ther decrease the price or decrease the
supply. The willingness of consumers
to pay for products is known as de-
mand. Even if there is constant high
demand for a product, individual pro-
ducers need to keep the price down or
consumers will just buy it from a com-
petitor.

Going up and coming down

There are various factors that can
change the course of an economy, just
as there all many factors that can
change the demand for a particular
product. In some cases, a recession
might start by over-production -- a
situation in which the supply exceeds
the nation's ability to consume.

One factor that generally plays a role
in a recession, whether or not it is the
cause, is the confidence level of the
millions of consumers and producers.
If consumers stop feeling confident
about their job security or the value of
their investments, they won't buy as
much stuff. In the current recession, a
lot of people who have been laid off
are spending as little as possible, and
many people who fear they may be laid
off are also saving their money.

Just as in an expanding economy,
things tend to snowball in a contract-
ing economy. There are thousands of
different elements in this downward
spiral; you can see the snowballing
effect in any number of specific situa-
tions.

The difference between recession
and depression

There is an old joke among economists
that states: A recession is when your
neighbour loses his job. A depression
is when you lose your job. The differ-
ence between the two terms is not very
well understood as there is no univer-
sally agreed upon definition.

...continued on page 2|
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If you ask 100 different economists to
define the terms recession and depres-
sion, you would get at least 100 differ-
ent answers. However both terms and
the differences between them can be
explained in normal terms and not
academically.

Recession: The standard definition
The standard definition of a recession
is a decline in the Gross Domestic
Product (GDP) for two or more con-
secutive quarters. This definition is
unpopular with most economists for
two main reasons. First, other vari-
ables are not considered. Second, by
using quartetly data it difficult to pin-
point when a recession begins or ends.

Recession: The NBER definition
The National Bureau of Economic
Research (NBER) in the US provides
a better way to find out if there is a
recession is taking place. This commit-
tee determines the amount of business
activity in the economy by looking at
things like employment, industrial
production, real income and wholesale
-retail sales. They define a recession as
the time when business activity has
reached its peak and starts to fall until
the time when business activity bot-
toms out. When the business activity
starts to rise again it is called an ex-
pansionary period. By this definition,
the average recession lasts about a
yeat.

Are recessions good for the
economy?

Recessions are not good for the econ-
omy. Joseph Schumpeter argues in his
book Capitalism, Socialism and De-
mocracy that recessions are a neces-
sary evil in capitalist societies. The
idea that recessions are a necessary
evil is still around today. The "job" of
a recession is to clean the "fat" out of
the system, mop up excess, and pave
the way for the next expansion. Until
that process is complete, there isn't
much from which a legitimate expan-
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sion can atise.

Recessions put weak companies out of
business. In so doing, resources
(skilled workers, capital) are freed up
to be deployed more efficiently else-
where. For example, Wall Street ana-
lysts who touted bankrupt Internet
stocks are redeployed at local fast food
restaurants to serve people in a capac-
ity for which they are much better
suited.

Stronger businesses that have used the
contraction to firm up their bottom
lines and grow more efficient are able
to take advantage of these resources
during the ensuing expansion. The
economy emerges from a recession
leaner, more efficient and in good
shape for the next wave of growth and
progress.

While the logic seems sound, it doesn't
seem to match the data. If recessions
were necessary to "clean the fat out of
the system", we'd expect there to be a
lot of bankruptcies and firm closures
during recessions and little during
booms. The data, however, does not
support this. We do not see great dif-
ferences in firm closures between peri-
ods of high growth and periods of low
growth. While 1995 was the beginning
of a period of exceptional growth, al-
most 500,000 firms closed shop. The
year 2001 saw almost no growth in the
economy, but we only had 14% more
business closures than in 1995 and
tewer businesses filed for bankruptcy
in 2001 than 1995.

It is correct to say that firm closures
are a necessary part of capitalism since
it allows resources to be freed up to be
deployed more efficiently elsewhere.
When we look at the data, though, we
see that we do not need recessions for
this to occur; firms do not close that
much more frequently in busts than in
booms. So at least in this regard, reces-
sions are not necessary at all.
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Do changes in stock prices cause
recessions?

Many people examine the stock market
to find out how the economy is doing.
It's long been known that if the stock
market is in a period of decline, the
economy is sure to follow. However,
there is little evidence that the stock
market causes the economy to rise or
fall. The stock matket does not directly
affect the economy. It is simply a mir-
ror of people's generally correct beliefs
about what is about to happen in the
economy.

Any person with a basic understanding
of economics will say that for most
goods, if the supply increases in the
short run, then the price of the good
should decline. For example, if the car
companies suddenly doubled their sup-
ply of cars, then we would expect the
price of cars to fall.

If we want to understand why the
economy tends to move in the same
direction as the stock market, we'll
have to consider the demand for
stocks. To do this, we'll need to undet-
stand what motivates an investot’s
decision to buy or sell shares. Many
investors evaluate their stock portfo-
lios on their inherent value which is
the total expected earnings of the com-
pany over a period, discounted by the
fact that a Rupee today is not worth as
much as a Rupee tomorrow. When
investors believe that a recession is
coming, then they will believe that
company earnings will be less in the
future, which will decrease the inher-
ent value of the stock. When the inher-
ent value of the stock is far below its
current price, investors will sell the
stock, driving the price of the stock
down. The trend in reversed in an eco-
nomic boom.

A large number of investors act on this
inherent value principle making the
stock market mirror the economy. In-
vestors are often right when they

...continued on page 22
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predict the future growth rate of the
economy. As a result, they often sell
off their shares before the economy
goes into a decline making it look like
the stock market is causing a reces-
sion. In reality the causality runs the
other way because the two things that
causes price to change are changes in
supply or changes in demand.

Marketing and the mind

Marketers strive to strike a balance
between customer satisfaction and
profits, where the company will make
adequate profits while the consumer
will be happy with the price paid for a
particular good or a service.

To achieve this end, the marketer used
many tools such as pricing, distribu-
tion, product, physical evidence and
more in addition to one of the key
items in the marketet’s armoury,
“branding”.

Branding is carried out by positioning
the brand in the consumer’s mind, and
thereafter building an emotional rela-
tionship between the brand and the
consumer. A good example of a
strength of a brand is the “i phone”.
There are various mobile phones
which are far superior to the 1 phone
and those are cheaper too. However
with the relationship built with the
brand the “i phone” can charge a pre-
mium for the feel good factor of using
the phone. The feel good factor has
no link to the physical features of the
product. However it is “Hip” to carry
an i phone. This is one example of the
importance and the strength of a
brand and its value. There are certain
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brands valued in millions of dollars,
and these brands are not tangible assets.
But it draws a premium price for prod-
ucts under its portfolio.

Marketers and the recession

If marketers can attract a premium
price for an ordinary product using hu-
man psychology, then the marketer can
use this skill also to change the negative
mindset of a consumer who is in an
economy which is in recession. A sim-
ple example of a mini economic boom
can be seen during the Christmas sea-
son. People get their bonus payments
and start to spend on food and gifts
and other material which is usually not
in their shopping lists. This requires
more production, thus the manufactur-
ing companies will have to produce
morte. This results in more raw material
being required to produce finished
goods.

These products are sold to wholesalers
who sell to retailers who serve the cus-
tomer. The whole chain becomes active
and money circulation reaches a high.
This mini boom brings out the black
money as every business requires more
money to increase production. Every-
one benefits.

The job of the marketer will be really
exciting and challenging creating such a
Christmassy environment where every-
one is happy, and there is enough
money to go around. The government
can also use marketing expertise to cre-
ate such an environment. Marketing
specialists from national marketing
bodies would be willing to support
their governments by providing mar-
keting inputs to the national economy.

Mzt. Nimal Wirasekara is Director, Sti
Lanka Institute of Marketing. He is a Dip-
lomat and a full member of the Chartered
Institute of Matketing of the United King-
dom, an Honorary Member of the Institute
of Marketing Management South Africa, an
Honorary Fellow of the Australian Sales
and Marketing Institute, and a Full Member
(Ordinary Member) of the Sri Lanka Insti-
tute of Marketing.
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P.U.: Phrasal
Unpleasantness

Here are several troublesome terms
and phrases too frequently used in
contemporary writing, to the detriment
of the nerves of many people who
listen to language and consider its ef-
fects.

In this paper I will We would rather
have heard your idea(s) than have our
consciousnesses drawn to the physical
fact of the foolscap by such self-
referential announcements of inten-
tions.

everyday: The term is fine as an eve-
ryday adjective, and incorrect as it is
used by Burger King, Toyota, Dave
Matthews, Cheryl Crow, Rite Aid, and
most television commercials these
days, that is: "low prices everyday."
They mean every day. Similatly, zn order,
in case, even though, some way, never mind,
each other, and other hand are not single
wortds.

Reason being, / Meaning, / Matter
of fact,: You can't start sentences with
these. Slight rewording may not help:
"The reason is because..." ot "The rea-
son being..." just results in more sen-
tence trouble. Instead, try: "The reason
for the misconception is that..." ot "In
fact, mote people save...."

could of / should of You could of
passed this class if you had correctly
written could have. You certainly should
have.

thing / something / everything /
stuff Your writing is too vague if you
are using these terms. "When the
viewer sees something in an ad, that
thing can represent anything and eve-
rything that viewer wants the thing to
be." Don't use #hing it's the single most
vague noun. S#f runs a close second.
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About Us

Geerish Bucktowonsing,
MClInst.M.

A slogan competition was organized
by the Youth and Sustainable Devel-
opment Committee of MACOSS un-
der the chairmanship of Geerish
Bucktowonsing. The competition was
intended for the 250 Member Affili-
ates of the Council on the theme, The
Role and Challengers facing the Youth
in the Development of an Efficient
and Sustainable NGO Sectort.

The main objective of this competi-
tion was to develop a slogan in view
to incite and motivate the youth to
join volunteerism and ensure the long
life of Mauritian NGOs. The competi-
tion culminated with the prize giving
ceremony held in July 2009 at the Uni-
versity of Mauritius, Réduit.

A shield was given to the Mouvement
d’"Aide a la Maternité, winner of the
competition with the slogan "Enrichis
ton Coeur, Apprends a Servir les
Autres".

Susan Hughes, MClnst.M, a Council-
lor with the Institute, has joined ATB
Financial as Senior Marketing Man-
ager - Card Services

ATB Financial in Edmonton Alberta.
She can be contacted at
shughes@atb.com
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Sanjay Chaudhary,
M Clnst. M., will
be relocating to
Canada by No-
vember 2009.
Sanjay is experi-
enced in the field
of marketing &
product manage-
ment via his asso-
ciation with leading consumer elec-
tronics brands including Samsung and
Hitachi. As a Skilled professional in
the multifaceted product lines, he has
worked in leading leadership roles by
identifying the growth and business
opportunities in international business
and building a strong brand equity for
Samsung in Zambia. He is a marketing
and business professional with more
than 14 years of experience in channel
management, strategic business plan-
ning, relationship management and
customer services .He has worked with
a range of clients in the telecom, elec-
tronics, automotive and financial ser-
vices sectors.

Please welcome Sanjay to Canada. In
November, he will be ready to con-
tinue his professional career in Canada.
He can be contacted at
chaudhaty_sanjay@hotmail.com

A. Grant Lee
MClnst.M., RPM.,
FClnst.M has been
invited to attend a
meeting of La Aso-
ciacién de Fabri-
cantes de Tubos de
Concreto, A.C. in Huatulco, Mexico,
October 22 to 24, and present a paper
on the evolution of concrete pipe in
the USA and Europe.

Lee has worked in the concrete pipe
industry since 1992, and currently
serves the industry as Manager of the
Canadian Concrete Pipe Association
and a marketing consultant to the in-
dustry. He can be reached at
glee@aglmarketing.com
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Start blogging on
cinstmarketing.ca

The Canadian Institute of Marketing
has upgraded the functionality of its
Web site and is now able to venture
into the blogosphere to test and chal-
lenge commonly accepted concepts
and ideas, and to introduce new no-
tions about marketing.

A blog (a contraction of the term
"weblog") is a type of website, usually
maintained by an individual with regu-
lar entries of commentary, descriptions
of events, or other material such as
graphics or video. Entries are com-
monly displayed in reverse chronologi-
cal order.

The Institute blog provides commen-
tary or news on a particular marketing
subject. A typical blog combines text,
images, and links to other blogs, Web
pages, and other media related to its
topic. The ability for readers to leave
comments in an interactive format is
an important part of many blogs. Most
blogs are primarily textual. See http://
www.cinstmarketing.ca/blog/

The Canadian Institute of Marketing is
also on social networks Facebook and
LinkedIn. The Facebook site at http://
www.facebook.com/group.php?
¢id=8099252591 is managed by Chair
Ranil Herath. The LinkedIn site at
http:/ /www linkedin.com/groups?
21id=105823&trk=hb_side_g is man-
aged by Executive Director, Grant
Lee. Check these out and start blog-

ging...
G
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Media and the new economy
By A Grant Lee, MClInst.M., RPM
AGL Marketing Limited

A. Grant Lee
MClInst.M., RPM., FCInst.M

Marketers who have taken the time to
understand what is going on around
them, and how clients receive infor-
mation, and expand their knowledge
about their clients, are successful in
the new economy.

Magazines and newspapers will remain
prized resources in an economy domi-
nated by Internet-based technology
and services. What has become known
as social networks is building upon the
long-established infrastructure of print
to find its place in everyday business.

Business Web sites that are central to
corporate integrated marketing com-
munications plans that are linked to
leading industry magazines and micro
sites such as Facebook, LinkedIn, and
You Tube. Web logs (blogs) and RSS
feeds are becoming more important
for keeping abreast of breaking news
affecting a business, and keeping in
touch with active and past clients, and
prospects. Effective Web sites are ma-
jor interactive marketing tools for
making money and/or influencing
behaviour, and social networking is
good for business.

Good marketers have feet planted
tirmly on principles, standards and
ethics, a vision of what is to come
based on knowledge, and a solid un-
derstanding of what worked well in
the past, what didn’t and why. Taking
advantage of social networks will en-
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hance the relationship that a business
should have with its clients, industry
publications, and prospects. If top ex-
ecs of a business ate not prepated to
manage content of Web and micro sites
that engage with clients, prospects and
detractors on wall postings, and blogs,
they are in old school watching com-
petitors take the lead.

In setting up the Web presence of an
integrated marketing communications
plan, the site needs robust functionality
that can accommodate additional appli-
cations, as they become known. Much
of the technology and software that we
will be using in marketing a few years
from now is not yet known. The site
needs content in languages of choice
that enhances search engine optimiza-
tion, and compatibility with the screens
of mobile communication devices. Web
sites must be rich in links to sites of
industry magazines and newspapers,
government agencies that regulate and
approve standards, professional and
industry associations, and allies in the
industry. In addition, sites must have
blogs, archived newsletters and maga-
zines, and photos with detailed file
names and captions.

And if you get excited about planning a
standard Web presence, it gets better
when you plug in the social networking
functions. On the home page, place
links to social network sites. Facebook
and LinkedIn are popular mini sites for
businesses that build their own fans
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Fans. Followers of micro sites want to
hear directly from executives and see
news about new and old products and
services. These sites are important for
building one-on-one relationships with
clients.

Blogging is becoming more comfort-
able for business execs who what to
control messaging, and at the same
time post feedback from bloggers that
cast the company in a favourable light,
or rate deliverables through testimoni-
als and opinions. Blogging can be used
to impact notions about industry is-
sues, and the products and services of
competitors. It is highly likely that if a
company isn’t blogging to protect its
own identity and market interests, then
someone else is taking care of their
business for them!

Really Simple Syndications extracts
information posted on the Internet
and formats it for easy distribution to
subscribers. If an organization were to
register to receive topic-specific feeds,
people with access to the feeds could
obtain intel on competitors and market
opportunities, before the news hits
mainstream media. A few hours head
start in a competitive marketplace may
have advantages.

Email is the most powerful of all elec-
tronic business communication tools,
although texting and mobile marketing
platforms are in the sights of most
contemporary marketers. What other
means exists today for efficiently dis-
tributing information to qualified pros-
pects and clients at a very low cost — or
none at all?

These are exciting times for marketers
who must quickly learn new ways of
using tried and true principles for mar-
keting professional services. If the
President of the USA has time and
knowhow to reach out regulatly to his
“clients,” then there is little excuse for
Canadian execs to not become fully
engaged in the media of the new econ-

omy.
(@
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New Members and Membership Upgrades™ (« october 2009

Professional Member No. 860 W.R. Milroy Fernando Saskatoon, SK
Professional Member No. 861 Julian C. Harry East Malaysia
Associate Member No. 859 Adesakin Adeniyi Adedokun Nigeria
Associate Member No. 862 Taiwo T. Yusuf Ireland

Registered Professional Marketers (Certificate of Registration Renewals to September 09)

Patrick Campbell, MClinst.M., RPM No. 342
Gert De Beer, MCinst.M., RPM No. 744
Gary Boydell, MCInst.M., RPM No. 514
Dennis A. Carisse, MClInst.M., RPM No. 17

Lubaina Galely, MCInst.M., RPM No. 674
Grant Lee, MCInst.M., RPM No. 168
Kevin Palmer, MClInst.M., RPM No. 801
Shiv Seechurn, MClnst.M., RPM No. 639
David Smith, MClinst.M., RPM No. 256
Jocelyn Visco, MCinst.M., RPM No. 729
Ravindranath Wijenathan, MCInst.M., RPM No. 760

Canadian Institute of Marketing Council

Ranil Herath Chair DeVry Institute of Technology, Calgary

Ron Halliday Vice Chair Twin Creek Media, Kelowna

Joshua Caplan Past Chair Marketing Consultant, Toronto

Tareq Ali Past Chair St. Michael’s Hospital, Toronto

Shiv Seechurn Registrar Canada Revenue Agency, North York

Oswald Emmanuel Secretary/Treasurer Trillium Health Care, Mississauga

Réal Chabot Marketing Consultant, Lévis

Suzen Fromstein Investment Funds Institute of Canada, Toronto
Kevin Palmer Superior Image Communications, Thunder Bay
Susan Hughes ATB Financial, Edmonton

Prasanna Perera Marketing Consultant and Trainer, Sri Lanka
James Schauer Easton Marketing Services Ltd., Brighton
Faythe Pal Hands of Time Inc., Toronto
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Membership
Requirements

Professional Member (MCinst.M):
A) Has held an acceptable
marketing position for 5 years, the
last 2 at senior management.

B) Holds a recognized qualification in

any of the following, or mature

entry instead.

* A diploma of an Institute of
Marketing;

* BA, MA, or Doctorate degree with
marketing specialization;

« Diploma or University Postgraduate
Diploma in Management
Studies, or Business
Administration with marketing
specialization;

* Other educational or professional
qualification of equivalent or
higher standard with
marketing input — approved
by the Canadian Institute of
Marketing or one of its
affiliated marketing institutes.

Registered Professional Marketer
(RPM)

A candidate must meet the following
requirements:

A) Be a Professional Member
(MClnst.M)

B) Acceptance by Registrar of written
case study or examination
demonstrating competence in

Marketing Canada

marketing knowledge of industry
issues and ethics.

Associate Member (ACInst.M):
A candidate must meet the following
requirements:

A) Has held an approved marketing
position for 3 years, the last in
marketing management at a lower
level than for full membership.

B) With one of the following

Academic qualifications:

* A Certificate of an Institute of
marketing or, subject to its
marketing component being
approved by the Cinst.M., a
BA or MA in a business-
related subject;

« Diploma or University Post
graduate Diploma in
business Administration or in
Management Studies;

« Other educational or professional
qualifications of equivalent or
higher standard approved by
Clnst.M.

Graduate Member (GClinst.M):
A candidate must meet the following
requirements:

A) Have successfully completed an
approved Marketing
Certificate or Diploma
programme from a
Recognized learning
institution, or posses a
business-related
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Bachelor degree.
B) Be elected by the Institute.

Student Member:
A candidate must meet the following
requirements:

A) Be registered in a Marketing
Certificate or Diploma programme;

B) Be registered in the final year of

a degree programme with Marketing
specialization. The Marketing compo-
nent must be approved by, and

the learning institution accredited
with, the Cinst.M.

Fellow (FCinst.M:

 Ten years of membership in
good standing (exception rule
in place)

« Vote of College of Fellows, Past
Presidents and Board based
on nomination and
application and review.

« Based on leadership, knowledge,
experience and sustained
membership.

Affiliate (Corporate) Member
Organizations that wish to be
Affiliated with the Cinst.M. This
Category of membership does not
carry the right to vote at Canadian
Institute of Marketing meetings, or
carry a professional designation.

Marketing Programs Accredited by
The Canadian Institute of Marketing

(E( canadore
€5« college

Business Administration —
Marketing (Co-op)
Business Administration—
Marketing

100 College Drive , PO Box 5001
North Bay, Ontario P1B 8K9

www.canadorec.on.ca

Business Administration
' | Marketing
. | Marketing Diploma

P.O. Box 631, Station A
Toronto, Ontario
Canada M1K 5E9

T: 416.289.5300

www.centennialcollege.ca

/:*.\ Confederation

COLLEGE

Business Administration — Marketing
Business Marketing

P.O. Box 398, 1450 Nakina Drive
Thunder Bay, ON P7C 4W1
T:807.475.6110

www.confederationc.on.ca
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Marketing Programs Accredited by
The Canadian Institute of Marketing

-u.p"‘ Busines§ — Marketing
and Business

lf(-_ Administration —
FANSHAWE Marketing
COLLEGE Business — Marketing

1460 Oxford Street, East,
P.O. Box 7005
London, ON N5W 5H1
T:519.452.4430

www.fanshawec.ca

GEORGIAN

YOURCOLLEGE YOUR FUTURE
Business Administration—Marketing
Diploma
Two-Year Business—Marketing Co-op
Diploma

705-728-1968

www.georgianc.on.ca

GEORGI&

YOUR COLLEGE -YOU JTURE

CANADIAN AUTOMOTIVE INSTITUTE

Business Administration — Automotive Marketing
3 Year Diploma)

Business Administration — Automotive Marketing
(Bridge to the Degree, One Year)

Business Administration — Automotive Marketing
(4 Year Applied Degree)

http:/ithecai.georgianc.on.ca

Business
Administration
Marketing

P.O. Box 1015, Station B
Toronto, Ontario M5T 2T9
T: 1-800-265-2002

www.georgebrown.ca

Higher Diplomain
Marketing

Management
Diploma in Marketing
Management

q U'\L\J\‘ A
inpsg sem0

420 North Bridge Road, #02-20
North Bridge Centre, Singapore 188727
T: +65 6820-2038 F: +65 6725-8153

www.lbs.edu.sg info@lbs.edu.sg

Diplomain

* Marketing

Centre for Continuing Education
Downtown Centre, 1280 Main Street W.,
Hamilton, ON L8S 4L8
T: 905-525-9140

www.mcmaster.ca

COLLEGE OF APPLIED ARTS AND TECHNOLOGY

Diploma Program in Marketing

P.O. Box 2034,
Hamilton, Ontario L8N 3T2
T: 905-575-1212

www.mohawkcollege.ca

NAIT Northern Alberta
Institute of
Technology

Marketing Program

11762 106 Street
Edmonton, Alberta, T5G 2R1
T: 780.471.7400

www.nait.ca

HIPISSING UNIVERSITY
100 College Dinve, Box 5002

Mearth Bay, Ontano, Canada
1 % ¢] P1B BL7
G L) Tel: 705.474.3450

~

"

Bachelor of Business Administration
(BBA Honours — Four-Year Program,
Marketing Stream)

WwWw.nipissingu.ca

J@Rm Rnf L JLLEGE

Business Administration —Marketing

2055 Notre Dame Ave
Winnipeg, Manitoba, Canada, R3H 0J9
T: 204.632.3960

www.rrc.mb.ca

Business

—
m Administration
POLYTECHNIC Marketing Diploma

N502 Senator Burns Building
1301 — 16 Avenue — NW
Calgary, AB — T2M 0L4
T: 403.284.7248

www.sait.ab.ca

Professional Programs Management
mmnum“-, Certificate
S Program in

School Marketing

of Business

1125 Colonel By Drive
710 Dunton Tower
Ottawa, Ontario K1S 5B6
T: 613-520-2388 F: 613-520-4427

www.sprott.carleton.ca
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Consulting Services Directory

Principals of the companies listed are members of the Canadian Institute of Marketing

MARKETING (A
ADVANTAGE INTERNATIONAL

Marketing Advantage International
develops products and markets for the
food and beverage industry. MAI can
develop branded and private label products
to fit the needs of targeted markets.

11 Sherk Crescent
Ottawa, ON K2K 2L4 Canada
T: 613.592.1468 F: 613.592.0375
dennis.c@rogers.com
http://marketingadv.com

Technical services marketing for the
built environment

205 Miller Drive
Halton Hills (Georgetown) ON L7G 6G4
T: 905.877.5369 F: 905.877.5369
glee@aglmarketing.com

www.aglmarketing.com

kpalmer@tbaytel.net
807 986 3545

www.superiorimagecom.com

‘*IM

PROFESSIONAL
MARKETER

m e 2
EXPECT MORE.Intemet & Al‘

Ron 'Doc' Halliday, CEO
Strategic Imagineer

doc@twincreekmedia.com

www.twincreekmedia.com

WARNE

65 Overlea Boulevard, Suite 112
Toronto M4H 1P1,
Tel: 416-927-0881 Fax: 416-927-1676

www.warne.com

THE WAITE CONNECTIONS INC.

COMMUNICATION INNOVATIONS
Suzen Fromstein, President

Advertising Marketing Graphic Design
Media Relations
Humour (Relatively Speaking Division)
416.699.2949
Persuade Motivate & Make Things Happen

www.writeconnections.to

THIS SPACE COULD BE

YOURS

areerbuilder canaApa

*f

www.cinstmarketing.ca

205 Miller Drive

Halton Hills (Georgetown)
Ontario Canada L7G 6G4
T: 905.877.5369

F: 905.877.5369
info@cinstmarketing.ca

To be recognized by
business, governments and
academia as the

governing and standards-
setting body for professional
marketers in Canada.

Marketing Canada is published four
times a year by the Canadian Institute
of Marketing and distributed to mem-
bers. Marketing Canada provides edi-
torial coverage of marketing principles,
standards and ethics in Canada and
abroad. Information contained in Mar-
keting Canada has been compiled from
sources believed to be correct.

Marketing Canada cannot be responsi-
ble for the accuracy of the articles or
other editorial material. Although the
information contained in this journal is
believed to be correct, no responsibil-
ity is assumed. Articles in this journal
are intended to provide information
rather than give legal or other profes-
sional advice. Articles being submitted
for review should be emailed to:

Grant Lee, Editor
info@cinstmarketing.ca
Canadian Institute of Marketing
205 Miller Drive

Halton Hills (Georgetown)
Ontario, Canada L7G 6G4

Tel: (905) 877-5369
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