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FOR THOSE WHO HAVE BEEN IN BUSINESS for any

period of time, the cyclic nature of marketing is a

sad fact of life. While seemingly counterintuitive, the

marketing budget is often the first thing to go when

a company is facing tough economic times. Recently,
at the John S. Cook School of Business at St. Louis

University, the St. Louis AMA conducted a roundtable

discussion on marketing in a down economy.

This discussion was the ninth in a series sponsored by
the AMA. During the session, local marketing execu-
tives discussed how they deal with threats to their
budget when times are tough. Do they do with less?
Do they utilize alternative marketing vehicles? How
does a down economy impact their approach to the
4Ps of marketing?
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STEPS TO DEFEND MARKETING BUDGETS

Most of the marketing executives attend-
ing the Roundtable agree that they have
had to defend their budget recently or
expect that they will have to shortly. To
increase the likelihood of retaining their
budget, they recommend:

1) having metrics available to demonstrate
the return on various marketing invest-
ments, 2) convincing management that the
expenditure is needed for strategic rea-
sons, or 3) that the expenditure is needed
to address a major opportunity.

1) USE METRICS TO DEMONSTRATE RETURN ON MAR-
KETING INVESTMENT

The chief marketing officers agree that the best
way to have leverage, when the CEO or CFO
comes looking for cuts, is to be well armed with
metrics supporting the value of their marketing
efforts.

We are a big proponent of metrics. Anything you can do

lo show numbers, especially to show to the finance folks.
The e-world has allowed us to gather more metrics. fust
Jfinding out how many people are still coming to the website
versus last year. Even though things may be slower; they are
stll visiting, they are stull researching So it’s really about
melrics and education.

We use basically a combination of macro and micro logic
to show them that it makes sense to spend. We were able to
show that the 90 some showrooms that used our plans last
year had more members, higher conversion rales, less attri-
bution and higher percentage of sales to existing customers,
higher customer satisfaction scores versus those who didn’t.
We were able to show twenty percent difference in sales
volume between those who did and those who didn’t.

We have hard and soft metrics. One of the things that
we do measure on an ongoing basts, and we use market
research for this, 1s consumer perception of our brand.

2) CONVINGE MANAGEMENT THAT INVESTMENT IS
NECESSARY TO MEET STRATEGIC NEED

Another way to protect one’s budget is to demon-
strate that an expenditure is essential to meeting a
major strategic need.

We are not going to decrease our budget next year. I have to
Sill these machines. My concern is with the economy the pa-

tients are going to be putting off going to their doctor. Yeah
they will show up of 1t hurts. But if they can le with 1,
patients are going to put it off. So I have to advertise more
to keep my capacity where it is.

Yes the economy s down and yes it’s going to effect farming
no matter what, around the world. But strategically there is
a need for food and strategically we have a plan to be there.
We can’t let a little blip in a down economy get in the way
of our long-term needs. So it’s not a matter of cutting back
wn tactics to make the strategies work, it’s a matter of fine
tuning those tactics to make sure that they still adhere to
your long range plans.

3) ADDRESS MARKET OPPORTUNITY

A down economy doesn’t impact all businesses
alike. Sometimes opportunities arise that need to
be addressed immediately, regardless of the state
of the economy. Having such an opportunity to
address can also protect one’s marketing budget.

Because we tend to serve a lower income customer; we are
actually having a banner year. And so our marketing budget
has increased by about fifly percent just because we have so
many customers that are trading down ... because of the
economy. There are coming to (us). So we have an oppor-
tunaty I think that we may never see again, perhaps even in
my lifetime. The key really is going to be, now that they are
wn the store, How do we keep them there?

HOW TO MAKE DO WITH LESS

Okay, you’ve shown the metrics, you’ve
shown the value of what you are doing and
the ROI, etc. The Chief Financial Officer
or the CEO says that may be all well and
good, but we are still going to slash your
budget 25%. So what do you do now? When
all else fails, how do you do more with
less? Among the suggestions these market-
ing executives offered were the following:



1) RETURN TO THE BASICS

Many of the executives suggest that tough times
require marketers to go back to the basics and
make do with less. Rather than run expensive TV
advertising, they might find it valuable to consider
making greater use of public relations, generating
testimonials, and making sure that each employee
understands that they are a marketer for their
company.

1 think what we are hearing here and what strikes me s if
you have less money, you have less resources and everybody
us_forced to more with less. It kind of forces you to take
stock and almost go back to the basics. Ok. How did 1
start off here? What s the bread and butter? A lot of
times 1t’s just that kind of common sense marketing. Really
you kind of reevaluate everything that you do I think. 1t
could be the grass roots thing that you were talking about
in terms of cwic organizations. Sometimes it’s an even as
simple as remembering that every employee in your com-
pany s a marketer for your company. And reminding them
of that. They might just through thewr associations be able
to bring in sales. It’s that kind of basic stuff that I think
we oflen forget to kind of reenergize and get out there every
once in a while.

One of the things that 've been working on doing is public
relations. Not only because it’s free, but because there is
nothing more credible advertising than public relations.

The thing that has worked well for me in the past is to use
key customers as lestimonials and case studies. If you have
customers who really find value in your product, use thewr
story and their experience because no one sells your poten-
tial customer better than your current customer.

2) PROTECT YOUR BEST CUSTOMERS

Many companies find that it makes more sense
to focus on ways to hold their most loyal custom-
ers rather than searching for new ones. Current
customers already know you and the benefits you
provide. They are also the individuals who are
most likely to provide positive word-of-mouth.

Many companies find that it makes more sense to_focus on
ways to hold their most loyal customers rather than search-
ing for new ones. Current customers already know you and
the benefits you provide. They are also the individuals who
are most likely to provide positie word-of-mouth.

3) NEGOTIATE WITH AGENCIES/VENDORS

The marketing execs also suggest that you at-
tempt to negotiate with your agencies and other
vendors. When times are tough, they are likely to
be willing to work with you to save what business
they can for themselves.

1 found out that a lot of the media, because they are kind
of in the same situation. They are hungry. They are will-
ing to work with you. ve got this opening what can you
do? Ive got so much money left, let’s talk.

Back to the saving money. We’ve become a real pain in

the ass_for our agencies, every single project now we will
quote up front. We don’t hand it off any more. And we are
not giving our lead agency the same amount of work that
we used to. We are using freelancers, we are using smaller
agencies. We are piecing stuff out. If we get a quote that
is too hugh, we sit down with them and say okay what can
we do to bring the price down.

4) INVESTIGATE ALTERNATIVE MEDIA

Others encourage marketers to investigate alter-
native and often less expensive media.

Something that we are using to supplement our advertising
this year are pre-roll videos. On the Channel 5 websute.
Before you watch a story there is a fifleen second video. You
do a click through. You have a banner ad or something.

We just cut down our regular 30 second TV commercials
down to 1575. It’s not that expensuwe.

9) EMAIL MARKETING CAN HELP BUT NOT REPLACE
TRADITIONAL MARKETING

Several of those attending the Roundtable are
currently using some form of email marketing.
Others are interested in getting started in this
area. Although many believe that email can be
effective and efficient, the clear warning of those
now using email is that you have to offer some-
thing of true value. Otherwise, this communica-
tion will quickly be perceived as SPAM and will

lose all effectiveness.

1 got supplemental funding for the next fiscal year to create
an email marketing program. We will launch 1t but we’ve
got lo have a certain sales level to be able to justify the
expense. But our big problem 1s collecting accurate email
addresses.



We have had some minimal success with it. Minimal be-
cause we haven’t been with it very long. We have been out
with it maybe a year. We try to limit the number of emails
that go out. We try to make the content that is in there have
something that is going to be of value to them. I think once
you go out there with something that is viewed as spam, 1
think you’ve lost your opportunity. For us, i’s quality over
quantity. If you don’t have something valuable to say, don’t
send 1t out. That is kind of our approach right now.

1ts really less about marketing. 1t’s more about education
within the email, versus I'm just going to blast you with an
advertisement about my business.

People are bombarded with so many emails. T here are
things that I get that I want to check out later. Well afler a
while, I just delete them. If you don’t have a mark of pres-
ence where they are going to immediately recognize what
you are sending them and 1t’s something that they want, [
don’t think it will work.

6) UTILIZE MARKETING RESEARCH

Several of the execs believe that an economic
downturn is a good time to develop a better
understanding of the customer, both in terms of
what they are looking for as well as how satisfied
they are with the services/products being offered.

1 think there is going to be a lot of market research done
this year on customer satisfaction. When the economy
changes or the market environment changes, you ask the
question where do we fit. And you should have asked that
question twelve months ago. So I think there s going to
be a lot of customer satisfaction research. What value at-
tributes are we really satisfying with customers?

HOW DOES A DOWN ECONOMY IMPACT THEIR APPROACH
TO THE 4Ps OF MARKETING

Especially during an economic downturn, it is
important to return to the 4Ps marketing. While
basic, they are essential to the thinking of these
marketing executives. As one seeks to be respon-
sive to customers’ needs and wants, it is apparent
that best results stem from a renewed focus on
product, place, promotion and price.

1 don’t think you can ever take your eye off the core of
your marketing. If you do, you tend to in good times and
have free money or discretionary spending. But you have

to stay back on that. You have to use what everyone has
been talking about in terms of data to understand what 1s
resonating with the consumer and then focus on that a little

more resolutely during times like this. Go back to some of
the research that you were able to spend on previously and
get back down to that voice of the customer that is going lo
drive you to critical messages and focusing that those expe-
riences with those right customers that are going to get you
that net promoter value. It’s getting back to the core custom-
ers, staying on your stralegy, staying with your core strategy
and just refining it. Don’t deviate_from your long-term plan
unless business conditions absolutely require it. In which
case you had better write a whole new long-term plan and
not just audible _for the short term.

We are developing new product configurations based on the
challenges that (our customers) are facing. So we are doing
the same kind of thing in that area. We are constantly
monitoring what s going on in the industry and where
there are voids and where we can fill those vouds.

A lot of price sensitivity testing. What would happen if?
Because if you know today and the economy does go back
up, then you are going to be sitting perfectly. If the economy
stays flat or even goes further at least you will know where
to make some of these decisions.

The other thing I was going to mention too, is place is a
real big ssue_for us. We really try to promote the conve-
nience factor. 1t’s a lot of people. It’s waiting in line. So
being in the right place. . .that is a huge deal for us. ...1s
great_for the economy. It’s great for the communaty. And it’s
great _for us too. It serves that unmet need.
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