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I.
Introduction – Building Brand Equity.

With the increase in mergers, acquisitions, global expansion and competition, retaining and growing brand relationships with customers has never been tougher.  As products, pricing and distribution fast become commodities, companies are discovering, or will discover soon enough, that managing brand relationships is the most effective way to increase brand equity.

What is brand equity and why is it important?  First we must be clear about what we mean when we talk about “brands.”  Simply stated, brands represent the identity, essence, and experience customers associate with your firm.  To customers, the bottom line that defines your brand is the promise, expectation and delivery of an experience.  Can something as intangible as an “experience” yield hard economic value to a company?  No question.  And that economic value, driven by strong brand preference on the part of consumers, is brand equity.

Brand equity is the value of a company beyond the physical assets it uses to manufacture and deliver its products and services.  The value of your firm’s brand equity could, in fact, exceed that of these physical assets.  It’s that intangible that, if working, creates influence and commitment from customers and elevates a firm’s stock price above the value of its physical assets.  Companies often forget that brands exist in stakeholders’ heads and hearts, not on the side of packages and in advertising campaigns.  Those are simply brand names and logos, the outward expressions of identity.  And, ultimately, brand equity is what drives not only sales but, also, repeat sales, customer retention and loyalty, and sustainable customer relationships…even in businesses that any executive would label “commodity” businesses.  What makes Wal-Mart, Capital One, Vanguard and Amazon.com so successful in their respective crowded field of competitors? 

(Diagram showing Brand Equity in the center, Brand Recognition Drivers like icons pointing to it?)

Why are we spending time discussing brand equity and its importance?

Marketing involves much more than selling (though, far be it from us to discount the importance of sales to a business).  True marketing should be a company-wide endeavor, a “whole business” as seen from the customers’ point of view.  However, in many firms, the various traditional marketing functions (including brand management, research, public relations, advertising, direct marketing, product management and development) have become separate, siloed functions.  As these traditional marketing functions have become decompartmentalized, they also have become marginalized, especially relative to each other.  What happens, then, is that each marketing function loses sight of the company’s whole business as well as its relationship with customers and other key stakeholders.  Each marketing department becomes a function fixated on persuading customers to buy, a transaction strategy or unilateral process that produces mass market products and distribution, supported by a broadside of (many times) disparate promotional and brand messages.  If there ever was an original overarching marketing philosophy it quickly disintegrates under the pressure for short-term results that each department is feeling.

Is there a cure that reinforces your brand, drives sales and creates a return to your bottom line that can match or exceed your firm’s hurdle rate?  Successful brand management and customer relationship management both can be achieved by applying a philosophy of Brand Relationship Management:  the integrated effort to establish, maintain, and enhance relationships through every point the customer and brand touch.  Brand Relationship Management is a customer-centric, discipline neutral, measurable marketing practice and revenue model.  And Brand Relationship Marketing is the way to operationalize Brand Relationship Management, thereby driving brand equity. 

II. What is Brand Relationship Marketing?

Brand Relationship Marketing is a cross-functional process for managing profitable brand relationships.  It does this by bringing people and corporate learning together in order to maintain strategic consistency in brand communications, facilitate purposeful dialogue with customers and other stakeholders, and market a corporate mission that increases brand trust.  Brand personae, consumer education, and traditional sales tactics are mixed and weighted in such a way as to drive the brand and make the sale.  To wit, with brand trust, come higher rates of response and conversion, greater purchase and repurchase frequency and, as a result, longer lasting profitable customer relationships.

We all know from personal, as well as professional, experience that the fuel that drives any relationship is communication.  It should be no surprise, then, that communications is the lifeblood of Brand Relationship Marketing.  It bears repeating, companies often forget that brands exist in stakeholders’ (including your customers’) heads and hearts rather than on the sides of packages and in advertising campaigns.  A company may legally own a brand name and logo, but its stakeholders “own” the brand itself.  And theses brands that live in stakeholders’ heads and hearts are formed and reformed based on a bundle of brand messages that stakeholders will automatically integrate on their own.  These messages come not only from the communications you direct toward your stakeholders but through their product and service usage experiences, as well as the experiences and impressions of others, including the press and shareholders of your firm, who will inform your customers of their impressions.  The management of the integration of these messages is key to any company’s success.

Brand Relationship Marketing is based on the fact that everything a company does, and sometimes what it doesn’t do, sends a message.  Everyone in an organization has the potential to “touch” the customer.  Every brand message, to some extent, has one of three effects: 

1. Strengthen relationships by adding value, 

2. Reconfirm current relationships, or 

3. Weaken brand relationships by reducing brand value.  

Brand Relationship Marketing is designed to increase brand value by strengthening relationships.  Having a process for managing brand relationships is critical because relationships are key drivers of brand equity.

For marketers raised and schooled in the traditional packaged-goods orientation about marketing, it is critical to understand that merely placing more emphasis on traditional marketing practices is no longer the efficient way to build brands.  Marketing’s traditional 4-Ps, for example, has become an albatross around the necks of companies.  Marketing was never meant to be just about product, pricing, place and promotion but, rather, about creating brand relationships - - long-lasting, profitable relationships.  Unfortunately, somewhere in the 1960s and 70s marketing was functionalized and the 4-Ps became commodities.

What’s more, many firms recently have focused almost exclusively on increasing production efficiencies, decreasing time to market, adopting just-in-time delivery, decreasing their level of product defects, streamlining their accounting procedures, and increasing their distribution logistics.   While these should be operational focuses for all firms, the management of the brand relationship with customers has fallen to the side.  Many of these logistical and physical improvements have been driven by reengineering and cost-cutting applications. This is especially true following the sudden stock market plunge and economic recession that began before the turn of the current new century.  

What is needed now is a management tool similar in scope and efficiency to reengineering and cost efficiency that can be used to make improvements on the “intangible” side of business by managing the brand relationships with customers and other key stakeholders to drive brand equity.  That tool, as defined in our introduction, is Brand Relationship Marketing.

On occasion the comment is made that there really is nothing new about Brand Relationship Marketing.  Conceptually, this is correct if the origin of marketing is seen as focusing on customers.   But there can be no argument about the differences in the focus of traditional marketing practices versus Brand Relationship Marketing, as shown in Figure X-X.

Differences Between Traditional Marketing and Brand Relationship Marketing 

	Focus of Traditional Marketing
	Focus of Brand Relationship Marketing

	Transactions
	Relationships

	Customers
	Stakeholders

	Mix of Marketing communications tools
	Strategic Consistency in brand messages

	Mass media (monologue)
	Interactivity (dialogue)

	Cause marketing
	Mission marketing

	Adjust prior year’s plan
	Zero-based campaign planning

	Functional organization
	Cross-functional organization

	Specializations
	Core competencies

	Mass Marketing
	Data-driven marketing

	Stable of agencies
	Communication management agency


When companies and brands are integrated, all the pieces work together to reinforce one another.  Because Brand Relationship Marketing is designed to increase brand value by strengthening relationships, it can be applied to nearly any type of business - - packaged goods, services, business-to-business, retail, industrial, and nonprofits.  It is a process that can also be used to manage relationships with other stakeholders besides customers – employees, shareholders, government regulators, the media, suppliers, and community.

Inherent in the Brand Relationship Marketing concept is the recognition that every department and function within a company has a communication dimension.  The fact that everything a company does (and sometimes doesn’t do) can send a brand message is critical to understanding the value of Brand Relationship Marketing.  One could easily draw the analogy that the “production” of brand equity is like the production of a car.  Just as a car is the end result of the process of coordinating different groups of people as they plan, develop, buy, and produce the pieces and parts that are ultimately combined into a single product, the same is true for relationships.  They are the result of a process that involves different groups of people who plan, send, and receive a variety of messages.  How well customer and other stakeholder relationships are built depends upon the effectiveness of this complex process.

Brand Relationship Marketing is not only about relationship building programs; it is the ultimate team effort.  It demands cross-functional teamwork within the organization to manage the strategy behind the messages as well as the execution, and it works best when there is teamwork between the organization and the outside agency (or agencies) that are involved in the marketing communication program.

Integration means interacting with active and potential customers, investors, and other important stakeholders in a consistent manner regardless of venue.  When an organization becomes more integrated its interactions become more consistent, its reputation more distinct, and its stakeholders more trustful.  In essence, it has greater integrity.

III. Why Focus on Brand Relationship Marketing?

A successful brand is nothing more than a successful relationship and, as mentioned previously, the fuel that drives any relationship is communication.  And consistency of those communications will cement impressions that will create powerful competitive advantage.  

Brand messages tend to originate from four discreet sources:  product, service, planned and unplanned:

· Product messages are those that customers and other stakeholders infer from the product itself (e.g., performance, appearance, durability), its pricing, its design, and from where and how it’s distributed.

· Service messages originate from interactions with an organization’s customer service representatives and other live or virtual, real-time interfaces between brands and customers.

· Planned messages are traditional marketing communication messages, which include advertising, sales promotion, personal sales, merchandising materials, PR releases, sponsorships, packaging, and events, to name a few.  Obviously, these messages are intended to increase brand awareness and brand knowledge, increase the credibility of brand claims, generate trial, increase purchase frequency and quantity, create and facilitate purposeful dialogue, and provide useful product information.  But are they supported by the other message sources?

· Unplanned messages are brand or company-related news stories, employee gossip, actions of special interest groups, comments by the trade and by competitors, findings by government agencies or research institutions, and the proverbial word-of mouth that one hopes will confirm the other more planned brand message.

Managing strategic consistency across all four message types creates an added value for a brand.  Consistency helps build long-lasting brand relationships by increasing trust, increasing message synergy, and eliminating contradictory messages.  More specifically, integrated, strategic consistency will answer the following questions that define strong brand relationships:

· Trust.  Does the company, and its products/services, do what it says it will do? Do products and employees have integrity?

· Consistency.  Is product performance and service predictable?  Are company policies and procedures consistent?

· Accessibility.  Is it easy to reach the company?

· Responsiveness.  Are questions, inquiries and complaints quickly and thoroughly handled?

· Commitment.  To what extent is the company really interested in its customers?

· Affinity.  Do customers identify with this brand or company?  Do they relate to other people who use it?

· Liking.  Do stakeholders like to be associated with this company/brand?  Do they like the things it does and for which it stands?

Is it any wonder that more and more executives have doubts about the effectiveness and value of today’s marketing practices?  Often, the customer gets lost in the focus on product and efficiency.  Over the last several decades, and with a renewed focus in the last few post-9/11 years, the relative costs of operating the manufacturing and administration divisions had decreased.  The same attention has turned toward marketing, especially if CEOs feel they are getting less, rather than more, from their marketing investment.  But while cutting costs can show immediate bottom-line improvement (even as they can create equally immediate human pain), the benefits of marketing can be more prolonged in coming.  The desire and drive to build brands and delivering results often run headlong into the many forces that make this so difficult.  They include: 

· Pressure to compete on price

· Proliferation of competitors

· Fragmenting markets & media

· Complex brand strategies & relationships

· Bias towards changing strategies

· Bias against innovation

· Pressure to invest elsewhere

· Short term pressures

Brand Relationship Marketing works to address these issues and, actually, is designed to cure them by:

1. Taking the emphasis off promotions that have conditioned many customers to buy on price.

· A shift in marketing spending away from brand building to sale promotion have led to sales and brand share increases in the short term.  While these short term increases have been good, what is the cost to the long-term health of the brand?

2. Countering the effects of brand and product proliferation.

· Although the heart of branding is developing relationships, these relationships (as manifested in brand loyalty) have been declining.  As brand loyalty continues to decrease, the relationship between customer and the brand becomes thinner and weaker.

3. Helping create competitive advantage in product categories that have become commoditized.

· One reason for product proliferation is that most companies are able to match competitive product, pricing, and distribution improvements in a matter of months.  At the outset, sustained differentiation now must come from the intangible side of business - - superior customer service, useful information, and a commitment to shared values.

4. Decreasing brand switching.

· Today, product switching is relatively risk-free because products are so similar and priced competitively.  This means that as the tangible side of business increasingly becomes table stakes for competitive advantage.  The intangible side - - effective communication that leads to brand relationships - - becomes the critical brand-defining factor that provides sustainable differentiation.

· What stops Colgate users from switching to Crest, or Coke drinkers to Pepsi?  Flavor and price are a factor, but brand loyalty tips the scales for many of these customers.  

· How has Capital One been winning in the parity credit card business?  They grew through pricing but their focus now is on building brand awareness.

5. Providing a way to deliver marketing messages through non-traditional channels.

· Customers no longer depend just on ads or sales representatives to learn about brands and a company; they have many sources of information.  The sources of marketing information are diffuse and, in many cases, beyond the direct control of the marketer.

6. Making customers less resistant to commercial information.

· Customers have learned how to psychologically screen out most commercial messages and they now have devices to help keep them from being exposed to these messages.

7. Recognizing that mass media advertising appeal continues to decline.

· Advertising, which has been the standard bearer for building brand image, is liked less and less, at least in the United States.  When advertising is disliked, the same association principle is at work for liking of the brand.

8. Helping keep expertise from becoming a two-edged sword.

· While the various corporate functions become extremely proficient in their respective areas, departments optimize their processes at the expense of the overall corporate good.  Specialization can become counterproductive unless it is integrated into accomplishing the larger, cross-functional objective of creating and nourishing relationships.  In the end there must be only one brand strategy if the brand is to remain cohesive.

9. Providing a way for companies who have integrity to get greater benefit from it.

· There is a growing public distrust of the business community.  Recent corporate scandals have only exacerbated this trend.  Many feel the only objective of business is to make a profit, regardless of how this affects customers, employees, the community and the environment.  When a company has a mission that goes beyond just making a profit, however - - such as Merck’s, which is “preserving and improving human life,” or Nike’s, which is “to bring inspiration and innovation to every athlete in the world” - - employees and other stakeholders have an additional reason to support the company. 

The unit of value in business today and in the coming years no longer is products but relationships.  A company with a warehouse full of products is not nearly as rich as a company with a database full of profitable customers, prospects, and other supporting stakeholders. Most companies, however, focus on transactions, not relationships, chasing the business equivalent of one-night stands and suffer high churn rates, generally indicating that a company is selling on price rather than brand value.  Brand Relationship Marketing is designed to strengthen brand value by focusing on building and nourishing customer relationships.

IV. What are the Risks to Firms that Do Not Practice Brand Relationship Marketing?
As the marketing function has become decompartmentalized into separate units (brand management, advertising, direct marketing, interactive marketing, intermediary marketing and sales, investor relations, product management, new product development, marketing research, etc.) a natural outcome is for these groups focus on consolidating their power and influence, driving communications and messages that are not informed by the other units, and try to capture the lion’s share of their company’s marketing budgets.  

Rather than working together they become disintegrated.  When message planning and execution is not integrated, some or most is likely to be off strategy (assuming there is a corporate brand strategy).  The result is that several of the different marketing or communication units will produce their own materials to promote their respective areas.  This, in turn, will lead not only to uncoordinated and inconsistent materials but also to a reduced level of strategic synergy. 

One of the primary focuses of Brand Relationship Marketing is cross-functional management to minimize the isolation and narrow perspective that is a natural by-product of departmentalization and specialization, while at the same time preserving and reinforcing the expertise of the various specialist areas. This cross-functional message management must seek to drive message consistency to the firm’s different stakeholders.  

These different stakeholders will choose either to provide or withhold brand support based on their impressions and opinions of your brand. 

· Investors can choose to sell their stock, hold on to it, or buy more - - each decision affecting the price of the company’s stock.

· Financial analysts can choose to be either bearish or bullish, advising clients to either buy, sell, or hold a company’s stock.

· Standard and Poors can raise or lower its financial rating of a company, which will increase or decrease is cost of financing expansions, acquisitions, or any other venture.  The financial press can extol a company’s performance or criticize it.

· Suppliers can support a brand by bringing new ideas to it before taking them to competitors, by making extra efforts to meet product specifications and delivery schedules, and, in times of product allocation, by making sure the brand receives at least its share of support if not more.

· Customer support goes beyond just buying a brand. Customers can refer the brand to others, not be overly demanding of service and unwarranted repairs, and remain loyal even when a product or service experience has been problematic.

· Employee support can vary greatly depending on morale and commitment to the brand/company.

· Government regulators can support a company’s plans by permitting or denying it the right to introduce new products, expand distribution, increase prices (in a controlled product/service category), and change ingredients.

· Competitors can also impact on a company’s bottom line through partnerships and joint ventures, as Apple and IBM have discovered in teaming up to produce a personal computer that can read both platforms.

· Media can not only choose which positive and negative stories to run about a company, but also the extent each type of story is featured.

V. Implementing Brand Relationship Marketing
Stepping Back
One-voice, one-look integration alone has generally failed because it focuses on tactics and continues to speak to, rather than with, customers.  Creating one voice, one look is a logistical challenge.  Creating and nourishing brand relationships is a strategic challenge, starting with how the company is organized. 

Strategic consistency is the coordination of all messages that create or cue brand images, positions, and reputations in the minds of customers and stakeholders.  A total integrated communication program ensures that there is strategic consistency on several different levels.  That is why Brand Relationship Marketing is far more complex than merely having one voice, one look.  The multiple levels of strategic consistency make up a Consistency Hierarchy as shown below

 (Figure 5-1, p71). 

Within the more traditional area of marketing communications in large companies, different message are often developed by different marketing services areas and their agencies, such as advertising, direct marketing, sales promotion, and packaging.  When confusion arises, the brand positioning, as well as notions about who the company is and what it stands for, are left to the receivers of these messages to decipher.  When the full array of brand messages is considered, one can quickly see the complexity involved and the challenge of maintaining strategic messages consistency.

(Figure 5-2, p76).  

The larger the organization the more people and departments are creating and sending messages, responding to customers and their stakeholders, and the more the company is discussed by the media, suppliers, competition, analysts, and customers.

Keeping planned messages consistent is “beginner’s level” integration.  This doesn’t mean it is not difficult or not important.  It merely means that relative to the other message types - - product, service, and unplanned - - it is easier to maintain consistency within the arena of marketing communication because these messages can be controlled, not just influenced.  The marketing and marketing communication objectives are the first place to start in managing planned messages for consistency.

But, increasing the number of long-term profitable brand relationships requires more than Brand Relationship Marketing communications.  What is needed is a total re-integration of marketing in order to have a cost-effective relationship building process.  This requires:

· A cross-functional process that has a corporate focus, 

· A new type of compensation system, 

· Core competencies, 

· A database management system that tracks customer interactions, 

· Strategic consistency in all brand messages, 

· Marketing of the company’s mission, and 

· Zero-based marketing planning. 

How does a company implement Brand Relationship Marketing?  What needs to change?  How should your firm overcome the many barriers to be more integrated?  Because businesses differ so much by product category and basic operations, it is impossible to have one Brand Relationship Marketing formula or model that fits all. The point is, a company can gradually move into Brand Relationship Marketing.  Naturally, the more drivers that are applied, the greater will be the benefit.

Relationship building is a company-wide responsibility, not just the responsibility of marketing, sales or customer service.  Integrating and coordinating efforts to build more long-lasting, profitable relationships is difficult when managers and their departments are totally focused on quotas, quarterly goals, bonuses, sales, share of market, and this year’s campaign.  What delivers immediate sales may harm the brand image, what delivers short-term investor value may hurt employee relations and reduce customer value, and a campaign that promotes sales to “switchers” may significantly reduce the profitability of heavy brand users.

In an integrated program, each stakeholder group is tracked and profiled in the same way the company profiles customers, target audiences, or customer segments.  Then the overlaps are plotted and analyzed. 

What needs to be integrated?
Brand Relationship Marketing means more than integrating the look, feel and messages in your marketing media mix.  Organizationally, to achieve an effective Brand Relationship Marketing Plan, you must start with an integrated organization.  What are the elements?

Employees

Integration links the expertise within the organization’s various departments.  People whose activities impact each other’s should be in contact…Areas of expertise should not be allowed to function in isolation and compete against each other.  This can be accomplished by involving them in the brand-building/growing/planning process and monitoring the brand relationships.

Customers and other stakeholders.

Customers and other key stakeholders need to be integrated into the total operations of the company.  As speed and flexibility increase in manufacturing, so too must communication between a company and its stakeholders.  One way to achieve this is to have frequent, in-depth interactions with customers and stakeholders in order to detect more quickly their changing wants, needs and concerns.

Corporate learning

As companies expand their databases, by more outside data enhancement services, and become more sophisticated in tracking interactions, transactions, and the behavior of customers, this information needs to be integrated into a meaningful form - - knowledge - - and made available to everyone who can use it to increase customer service or add value to the brand in some way.

Brand positioning

Because customers and potential customers form their opinions of a brand based on a variety of brand messages (not just marketing communication messages), the brand position must be integrated in all brand contact points where it is reasonable to do so.  The more a brand’s position is integrated into all the messages originating from all message sources, the more consistent and distinct will be the company’s identity and reputation.

Marketing Channels

As discussed, planned marketing messages originate from multiple distribution channels.  These may include print, interactive and broadcast advertising, direct mail, web site messages, email, newsletters or other educational collateral, public relations, community service events, intermediary distribution, and a host of others.  The more siloed these functions, the more disparate the messages to the marketplace, the more fragmented the brand becomes, then the more and faster brand equity begins to erode.
Big creative idea

As companies have become larger and able to afford more marketing communications expertise, both internally and externally, communicating brand messages have become diffused as each marketing communications specialty group comes up with its own great ideas.  A brand needs to have one big creative idea and then ensure that it is integrated into all communications messages.

Corporate mission

A company that has a real mission based on a set of corporate values can maximize the impact of the mission by integrating it into everything it does.  Stakeholders are impressed with corporate integrity, but only if they are convinced it exists.

Rather than playing the creative lottery every year, Brand Relationship Marketing takes a good, solid strategic idea, integrates it into all planned messages (and other message types where appropriate), and stays with that big over an extended period of years, as Green Giant, Pepsi, Marlboro, and American Express have done.  Campaigns and executions need to change to keep a fresh feel; however, the positioning and the central idea remain constant.

Consistency begins with brand positioning, which is based on core values, selling promises, and distinctive features.  All messages - - planned, product, service, and unplanned - - must complement and reinforce this position.

Creating Meaningful Dialogue

Brand Relationship Marketing does not mean collecting customers’ names and addresses in order to just send them more and more brand messages.  It does mean leaning about customers in order to have a meaningful dialogue with them.  While corporate executives and marketing managers pay lip service to the idea of creating a dialogue with customers, in too many cases they don’t understand the difference between meaningful and destructive dialogue.  

Destructive dialogue is intrusive, irritating, and perceived by customers as having no added value.  The criteria for meaningful dialogue are the creation and fostering of recourse, recognition, responsiveness, respect, and reinforcement.  Customers are looking for each of these, and companies must conduct their dialogue with respect and to reinforce the support and fulfillment of these customers needs.

1. Recourse.  A major concern of most customers is how to avoid risk when buying a product.  What are their options if they don’t like the product, if it doesn’t work properly, or it breaks?  An essential aspect of recourse is making it easy for customers to contact a company with their problems.  A company’s willingness to replace a product is negated if customers must fill out numerous forms, find receipts, send in the product at their own expense, and then wait weeks for a decision on the replacement

2. Recognition.  We all like to experience and, frankly, at times we feel we deserve personal recognition.  Customers and other stakeholders also like to be personally recognized - - that’s one of the first steps in a relationship.  On cold-call solicitations by mail and phone, for instance, companies often address a potential customer by name.  If the company has had no relationship with the customer, however, the person being contacted will recognize this as a ploy.  However, when a customer has given a company its business (or buys stock in a company), he or she feels a relationship has been established, even if the company sees it as an “acquisition.”  If the company fails to recognize this “connection,” then the customer or investor sees the relationship as weak.

3. Responsiveness.  Merely providing customers an 800 number or an e-mail address so they can easily reach the company is only the first step in being responsive.  Responsiveness consists of a company representative listening to the customer, putting the conversation into a context of the customer’s profile and history, and staying with the customer until the problem is solved or next steps are agreed between the two.  This same experience is just as relevant in the world of interactive chat and web/site searches.  Amazon.com, eBay and bn.com are examples of firms who treat the online service experience as if the customer were right in front of a live person.  The elapsed time between when a customer places an order, complains, or asks for help and is satisfied is a strong message and an indication of how responsive the company really is.  There is also an emotional aspect of responsiveness that should not be overlooked.  For example, when a direct-response customer calls in to order from a catalogue, the person is generally excited about making the purchase.  However, because companies are so internally focused, they structure this buying process according to what is best for them.  Instead of immediately discussing what the customer wants to discuss - - the items being purchased - - many direct-response companies require customers to first talk about what is most important to the company - - “Give me your customer number, the one printed on the front of the catalogue above your name.  Now give me you…” They proceed to turn a pleasant experience into a tangle of red tape.

4. Respect.  Think about yourself sitting down to dinner or an evening you’re your family.  Customers aren’t interested in having their lives interrupted with corporate messages, being interrupted by non-relevant telemarketing offers, or continually being offered another product or line extension that they don’t need.  They resent intrusive messages and are creating more and more defense mechanisms against them.  Caller-ID may be the bane of most telemarketers but, unfortunately, has become a necessity of modern life for many consumers.  They are more willing to be part of a commercial relationship if it is clear that the company respects them and their time.  All brand contact points should be labeled “Handle with Care!”  The way most companies send a brand message brings to mind the old movie images of a doctor chasing a patient around the office to administer a shot with a large needle.  The more self-serving the brand message, the longer the customer perceives the needle to be.

5. Reinforcement.  One of the important benefits of mass media and addressable advertising is reinforcement for people who have already purchased the product.  In fact, studies have shown that in many cases the majority of ad readers are current customers.  For someone who has just spent $25k-$40k on a new car, for example, an intelligent, attractive ad about the new vehicle can be seen as very purposeful communications because it reinforces the buying decision.  If it contains an interactive device for feedback, the ad can start a dialog that will reap referrals and repeat business for years to come if the dealer selling the can maintains its records.

Brand Relationship Marketing is about managing complexity, and relationship management has an infinite number of “moments of truth,” each one of which may be more important that the one that came before it.  A prioritized SWOT analysis should be built on an understanding of stakeholder perceptions.  That means coordinated campaign plans may be needed for several customer segments.  A zero-based planning strategy maximizes integration effectiveness by giving equal consideration to all marketing communication functions - - advertising, public relations, sales promotion, events, packaging, direct response, sponsorships and the service functions.

What are the Barriers to Brand Relationship Marketing?
Every CEO and marketing manager we know wants communication and relationship-building efforts to be integrated.  Why then, are so many companies still dis-integrated?  Following are the most frequently encountered reasons and situations that prevent integration.  Perhaps you have or are currently experiencing some of these, yourself?

· Ego and turf battles between individuals and departments.

· Compensation and reward systems that feed egos and fertilize turf battles.

· Lack of a corporate discipline to put the customer first (as in, the ability to pass up a sale when it is in the best interest of the customer).

· Absence of databases and accompanying technology to track and profile customers and other key stakeholders.

· Lack of an internal communication system (i.e., groupware) to facilitate cross-functional planning that could maximize the use of databases when they do exist.

· Lack of a core competency in marketing communications among those responsible for managing marketing sales.

· Lack of understanding among departments of the relative and changing importance of stakeholders.

· Lack of agreement on marketing and marketing communication objectives.

· Overdependence on mass media and a misunderstanding of how best to use one-to-one media.

· Sub optimization of functional areas without regard to the overall good of the organization in building and sustaining customer relationships.

Implementing Brand Relationship Marketing
Strategic Drivers

The integration process must focus on the 10 strategic drivers of Brand Value and, as shown in Figure XX, each of these 10 drivers divide into the three categories of  Corporate Focus, Process or Infrastructure.

(Figure 1-4, p16)

Corporate Focus.  

1. Creating and nourishing relationships rather than just making transactions.

· Because of the increasing cost of acquiring a new customer, companies are finding that putting more investment into growing current customers is a smarter way to spend marketing dollars.  This assumes companies know their customers.  The more companies know about their current customers, and the more they can use this information when communicating with these customers, the more credibility their communications will have and the stronger the relationships will become.

2. Focusing on stakeholders rather than just customers or shareholders.

· Brand equity is determined by the number and quality of relationships that a company has, not only with customers, but will all its stakeholders.  Although return on shareholder equity must always be a fundamental objective of business, there is flexibility in its timetable.  As companies return to building brands and brand relationships, they are finding that gaining the support of key stakeholders in the short term generates greater long-term profits for investors.

Process

3. Maintaining strategic consistency rather than independent brand messages.

· Recognizing the communication dimensions of all brand contacts and the sources of these messages is critical because they impact positively or negatively on customers’ and other stakeholders’ behavior.  The more the brand’s position is strategically integrated into all the brand messages, the more consistent and distinct will be the company’s identity and reputation.  The more a big idea is emphasized, the more likely all the marketing communication efforts will have integrity.

4. Generating purposeful interactivity rather than just a mass media monologue.

· Interactivity is itself a form of integration.  A balance between mass, personalized, and interactive media is used to enrich feedback from customers, as well as reach them.  The more customer feedback and dialogue is facilitated, the more integrated the customer can be into the company’s planning and operations.  This means doing more listening and learning and less telling and selling.

5. Marketing a corporate mission rather than just product claims.

· The only way a genuine mission will make a positive contribution to the company is when it is integrated into everything that the company does, from planning to execution, regardless of department or program.  Furthermore, even more impact is derived by integrating all philanthropic efforts into a single, major program that develops an association with the mission and energizes stakeholder commitment.  In a focused mission program, a company can develop a distinct presence rather than the fragmented image that results from sponsoring a wide variety of social causes.

6. Using zero-based planning rather than tweaking last year’s plan.

· In the planning of Brand Relationship Marketing communications campaigns, the process starts with a SWOT analysis, which takes into consideration all of the brand-relevant internal strengths and weaknesses as well as the external opportunities and threats.  Once the SWOT findings are prioritized, they are leveraged or addressed by the marketing communications functions that can do the job required most cost-effectively.  Zero-based marketing communications planning means that all communication objectives and strategies must be justified in terms of what needs to be done to better manage relationships, as opposed to simply adjusting last year’s allocations and programs.

Infrastructure

7. Using cross-functional rather than departmental planning and monitoring

· Organizationally, integration is about linking expertise and sharing information.  Internal groups, especially sales, marketing, and customer service, must interact more frequently and more quickly, sharing their respective expertise and creating universal customer information that helps ensure customers will be treated consistently.  As explained earlier, a cross-functional management process for planning and monitoring relationships provides a way to link (rather than merge) specialty departments and functions, allowing them to maintain their specialization but eliminating their isolation.

8. Creating core competencies rather than just communication specialization and expertise.

· Marketing managers must have a basic understanding of the strengths and weaknesses of major marketing communications functions.  They must objectively evaluate and respect these strengths and weaknesses and apply them in a mix that maximizes the cost-effectiveness of each function. Experts are needed to produce materials, but communication generalists are needed to plan and manage an integrated communications program.

9. Using an integrated agency rather than a traditional full-service agency.

· A communication management agency takes the responsibility for coordinating a brand’s total communication program.  Besides planning, it also handles routing executions internally, but when communication expertise is needed it has relationships with other specialist agencies that can provide it.  It continues to stay in the loop and monitor the work of the specialist agencies to see that they stay focused on strategy and execute the appropriate level of quality.

10. Building and managing databases to retain customers rather than just acquiring new customers

· Information is the bloodstream of integration.  How customer (and other stakeholder) data are collected, organized, and shared determines whether or not an organization has a memory of its stakeholders’ transactions and interactions.  Without a program of building and using databases, it is difficult, if not impossible, to create personalized communication.

Marketing Your Brand as a Mission

There are two basic levels of mission marketing.  The first is having a mission or purpose for existing, a reason for being, in addition to creating shareholder value and profits. The second level of mission marketing is more executional and applies to those companies who are involved in a broad range of philanthropic activities.

For mission marketing to work, a company must first have a realistic, applicable mission that is incorporated at all levels.  It cannot be just a superficial PR effort to get more media attention and sell more products.  Mission marketing adds value for customers and other stakeholders because it gives them something to believe in, something beyond the company’s internalized objective of making a profit.  Nike’s mission, for example, is not to sell athletic shoes, but rather to help athletes maximize their performance.  Nike has very successfully turned this performance mission into a well-promoted brand position, which has produced enormous profits and brand equity.

The ideal mission creates and reinforces a brand positioning.  The ultimate in marketing strategy is when the positioning and the mission work together in concert, as in the case of Nike.

Zero Based Message Planning and Message Integration

At the heart of the planning process is zero-based message planning, the idea that tools are used based on an assessment of what needs to be done now and not based on last year’s budget allocations.  The budget must be zero-based, meaning the moneys are to be allocated on the basis of greatest need and greatest opportunity, rather than by historical precedent. 

As explained previously, all planned messages should be integrated so they have strategic consistency.  A truly big idea is one that can be used successfully with each of the marketing communications tools to create and deliver the message synergy that Brand Relationship Marketing is designed to do.  The content analysis, which is explained in the last chapter, is a method for helping ensure that planned messages are integrated and consistent.

Every planned message should be designed to increase brand awareness, knowledge, image an/or generate behavior of some kind - - try, request more information, visit the showroom, buy, buy in larger quantities, buy more frequently.

For those messages designed to acquire customers, executions need to help potential profitable customers self-select and identify themselves.  Because so much has already been written on lead generation, screening and managing, we are not going to go deeply into the subject other than to say that ads and other planned messages can be designed to discourage response from those who don’t meet a company’s customer criteria.  

Some of the ways this can be done are:

· Describing in the ad the company’s typical customer

· Requiring interested customers to supply certain profile information

· Stating the characteristics, situation, or facilities that customers must have in order to benefit from using the product.

· Saying what the brand will not do along with its benefits. 

Integrating Media

To create and sustain long-term relationships with profitable customers, a company needs to take six sequential steps:

1. Create awareness

2. Qualify prospects

3. Generate trial (and learn from those that don’t respond)

4. Motivate repeat purchases

5. Motivate purchases in additional brand/company categories

6. Re-acquire those who have defected or at least learn why they defected.

Because of the new media alternatives, the term “media mix” takes on a whole new meaning.  No more will it refer to merely a mix of mass media alternatives, but rather a mix of mass, interactive, and addressable media.  This is what we mean by using a media menu strategy to execute Brand Relationship Marketing.  The relationship begins with mass media creating awareness.  It strengthens the relationship as interactive media facilitate responses.  The relationship is further strengthened and sustained by using addressable media to create an ongoing personal dialogue.

The first step in developing a media strategy is to identify the points where customers come in contact with the brand or company.  These contact points should be prioritized based on which have the highest impact, which are intrinsic vs. created (e.g. media buys), and what specific messages are currently being delivered at each brand contact point.  It should also be determined if unintended messages are being delivered at these contact points.  For example, check-in/check-out counters are intrinsic contact points and generally an opportunity to provide a cost effective brand message.  However, if understaffing results in long lines, such messages as “Customers are our first concern” become laughable and negative in their contrast to reality (the say-do messages are out of sync). 

The media strategy needs to be developed essentially at the same time as the message strategy because these decisions are interdependent.  The media analysis should be neutral as to specific tools, but broad in scope.  The objective is to use the most cost effective and efficient mix of message delivery systems based on: 

· Reaching targeted customers at optimum points of brand contact.

· Matching media to customer’s point in the decision/buying process.

· Matching media to acquisition and retention opportunities.

· Maximizing messages delivered at intrinsic contact points.

· Maximizing opportunities to generate purposeful dialogue.

· Strategically balancing the integration of mass and addressable media.

Media mix decisions should also be based on answers to customer behavior and attitude questions such as:

· What are their media behaviors, preferences and patterns?

· What are their buying behaviors and patterns?

· When and where are the best times and places to reach them?

· What alternative media, as well as traditional media, do the use?

The mix of marketing communication tools that should be used at a particular time for a particular campaign should be based on the marketing communication objectives.

	MarComm Functions/Tools
	Primary Strengths and Weaknesses

	
	

	Mass media advertising
	Strengths creates and maintains brand awareness, helps position brand, cost efficient for mass marketed products, controls content and timing

Weaknesses low credibility, high percentage of reach is wasted, message clutter, often perceived as intrusive, effect difficult to measure.

	
	

	Sales promotions
	Strengths adds tangible value, gives sense of immediacy, stimulates behavior (e.g., trial, repeat, attend sales presentation), measurable

Weaknesses conditions customers to buy on price, can set false retail, can significantly reduce margin

	
	

	Product publicity
	Strengths increases message credibility with third party endorsement, reaches hard to reach targets, relatively low cost (only for production and logistics - - no media charges), can deliver claims that can’t be presented in ads due to government regulations.

Weaknesses little control over content or timing, must go through media gatekeeper, effectiveness difficult to measure.

	
	

	Direct response marketing
	Strengths very measurable, highly selective for audiences that can be individually identified, allows messages to be personalized, can efficiently and semi-confidentially test new products/offers, can be interactive

Weaknesses low reach and frequency, relatively high cost per contact

	
	

	Sponsorships
	Strengths helps position brand, audience self-selects

Weaknesses effectiveness difficult to measure, clutter

	
	

	Personal selling
	Strengths most effective selling tool, two-way communication allows immediate response to questions and objections, measurable

Weaknesses extremely costly, brand messages sometimes difficult to control


The Organizational Dimensions of Brand Relationship Marketing

Cross-functional management is the tool used to link specialists.  If the organization is calcified, with rigid walls between departments and a hierarchical communication system, then it will be impossible for people who need to work together to get together.

A basic premise of both reengineering and TQM is that critical processes such as managing customer relationships should not be restricted by functional walls and barriers.  This can only happen, however, if a company has cross-functional links among its areas of expertise and specialization.  Brand Relationship Marketing, likewise, requires an organization structure that is open and has cross-functional management.  These are requirements for a Brand Relationship Marketing strategy, and strategy should dictate structure.

Organizational structure is one of the most critical challenges most companies face when trying to implement Brand Relationship Marketing.  Although a cross-functional structure alone does not guarantee integration, the lack of one almost always guarantees disintegration. 

The fact is that Brand Relationship Marketing is organizationally dependant.  Without a central person, department and/or mechanism, senior management may set goals, but they may not be properly communicated.  A person or a team is needed to identify these goals, make sure they are being addressed, and figure out a way to make the teamwork without creating barriers or being too much of a gatekeeper. 

Furthermore, cross-functional integration works best when team members are in place for an extended period rather than assembled for ad hoc projects.  Not only is integration an ongoing process, but it takes time to develop team expertise and learn how to resolve group conflicts.  By reforming cross-functional teams on a task basis, the group is always in the learning curve of group dynamics, taking unnecessary amounts of time to test and learn to trust each other rather than focusing on managing stakeholder relationships. 

What is needed is a cross-functional brand equity team, which basically acts as a brand board of directors, that includes key members of every major department and division from which the planned, product, and service messages originate, as well as all units that can influence unplanned messages.  At the corporate level, cross-functional teams should be used to manage a number of horizontal processes, such as customer relationships. 

Some may argue that a marketing representative should head the cross-functional brand equity team.  This could be a mistake if it merely reinforces the antiquated idea that managing brand equity is marketing’s responsibility.  The best approach is rotating the leadership as long as the designated leader has a customer focus, understands that customer perceptions are reality, and that everything a company does has a communication dimension.  It is also important that the leader has the support of, and direct access to, the CEO.

A cross-functional brand equity team has four basic responsibilities: (1) monitoring the company’s brand equity, (2) planning across divisions, (3) allocating budgets to leverage positive messages and address conditions responsible for sending negative messages, and (4) resolving the conflicts that are barriers to integrated efforts.

When it comes to selecting a leader of the marketing communications cross-functional team, the most important criteria is not which marketing communications the person knows best, but rather his or her core competency in all marketing communications areas as well as the ability to manage and lead.

Leaders of the marketing communications cross-functional team should have:

· A core competency of all the major marketing communication functions.

· Excellent leadership and managerial skills.

· An understanding of bottom-line realities.

· The respect of all the other marketing managers.

· Knowledge of the organization but willingness to change traditional ways.

· Resourcefulness and the ability to cut through bureaucracy when necessary.

· A strategic mind rather than a tactical one. 

Because marketing responsibilities are often assigned to various functional groups (e.g., sales, brand management, and marketing services, which may be further subdivided into advertising, public relations, sales promotion, direct marketing, event marketing, packaging), there should also be a cross-functional team to manage planned messages.  Such a team can ensure that planned messages don’t contradict each other and are timed to deliver maximum impact.  The more planned messages an organization produces, the more critical the need for a cross-functional marketing communications team.

The purpose of this team is to ensure positioning consistency in all planned messages, see that big creative ideas are integrated, and coordinate the timing of various promotional activities to minimize overlap.

If a company is to successfully build relationships with customers and other stakeholders, it first must build relationships internally.  To do this, employees must have access to customer information files along with all the other databases that affect servicing customers.  The ability to collaborate on building databases and to collectively add, remove, and manipulate them, is critical to strategic integration of cross-functional teams organized around a company’s customers or segments.  This collaboration allows an organization to create a body of timely knowledge that makes its communication with customers and other stakeholders more effective and productive.

Database Marketing: Data-Driven Insights

Data mining is simply the act of using software programs to analyze the customer databases to look for such things as trends and buying patterns and to determine customer segments based on buying behavior or other combinations of common variables.  Having a data-driven customer focus is not an option if a company wants to stay competitive.  Data-driven marketing is a far more sophisticated strategy than direct marketing.  It means capturing information and utilizing it to develop relationship strategies, open up two-way communication, and personalize messages.  

Personalized, purposeful dialogue cannot occur without a database to track all interaction, not just transactions.  Setting up an information system that tracks customer interactions and links customer databases that are already in existence (e.g., order entry, accounting, service and repair, customer service) can be costly.  Therefore, its use must be clearly thought out ahead of time.

Are databases critical only to direct, consumer-based businesses?  An interesting misperception is that mass marketers of packaged goods cannot use data-driven marketing because they don’t know who their customers are.  In fact, they know very well who their primary customers are - - wholesalers, distributors, and/or retailers.  Furthermore, with the availability of scanner data, they can now identify a sample of their end-user (not all stores use scanners, and in those that do, not all customers have or use ID cards).  Such samples can provide excellent consumer profiles.  Finally, mass marketers can use promotional campaigns designed to motivate heavy/loyal users to identify themselves.  

One of the biggest mistakes most companies make when using databases is focusing only on “How can we use databases to better target and send more brand messages?”  This is a transactional rather than a relationship application of databases.  As the foundation of purposeful interactivity, databases should be used not only to push more brand messages but also to enable customers to pull desired information from a company.

One of the most critical uses of databases is to identify your most profitable customers so you can make a special effort to retain them.  This is because heavy users in many categories, especially consumer products, are heavy users of several different brands, which means your best customers are also the best customers of your competitors who value these customers just as much as you do. 

Just as the offers in direct marketing need to be continually tested and refined, a company needs to continually prospect new customer segments.  The database of current customers is still a good place to start because it provides a profile for those who have responded and become profitable customers.  Once this profile is known, it can be used in the selection of databases from other sources which are then tested.

Databases of leads and prospects can also be built by strategic interactivity.  By tracking customer and prospect behavior - - including what customers buy, what promotions they have responded to, and what they have complained about – companies can customize messages and responses to inquiries when talking to customers and prospects.  This provides marketers a way to generate quality leads, as a person’s request for information about a brand is a behavioral (rather than just an attitudinal) indication of interest. (218)

The following questions may help companies see to what extent they are maximizing the use of their databases to increase the efficiency of their communication and to help them with their strategic planning:

· Do you know how much promotional money you can afford to spend to attract a new customer?

· When you undertake sales promotion or other direct-response activities, do you keep in contact with the respondents?

· What resources does your company have at present to capture data on your customers and prospects?

· Do you know what proportion of your sales comes from what proportion of your customers?

· Can you identify existing customers of one brand who might be receptive to promotion and cross selling of another?

· Do you know if your number of accounts is the same as your number of customers?

· Can you determine the lifestyles of your customers?

· Can you quickly and inexpensively identify actual customers of your product for inclusion in focus panels or other research purposes?

· Do your sales representatives visit all your potential customers?

· If you could differentiate between your high-, medium-, and low-value customers, would you spend your marketing money the way you do today?

· Have you monitored the relationship between various schedules of media activity with brand awareness and sales across countries?

· Do you regularly test different uses of media across brands and countries? 

The Value of an Integrated Agency

Nearly all firms contract with an agency (or agencies) for their strategic, creative, media or other marketing-related expertise.  Clients typically have a vertical view of their business which is right and proper for them.  Agencies should complement this with a more horizontal view of all the marketing communication functions and how they add value to the product and drive brand value.  An integrated agency should know better than its clients what communication tools and programs work best to ensure that customer and other stakeholder relationships are healthy (that is, long-term and profitable).

The 21st century full service agency will be an integrated communication agency.  It will be conceptually similar to a primary care physician.  Just as this type of doctor is responsible for taking care of a patient’s basic health care needs, an ICA will be responsible for a client’s basic marketing communication needs plus advising clients on their other communication practices (think of this as advising the client on its communication nutrition). 

In Brand Relationship Marketing, the integrated communication agency’s primary strength is not in doing ads (or press releases or direct mail pieces) but in strategic integrated planning and coordinating a complex communication program involving a variety of media used by a variety of stakeholders.  In other words, its strength lies in its ability to coordinate all the client’s brand messages to create and build long-term relationships with strategic consistency.

The integrated communication agency model provides the client with consistent strategic thinking and production convenience for the majority of its planned messages without sacrificing the expertise of specialists when it is really needed.  Plus, the agency can keep the client honest and be a “keeper of the brand,” if you will, as the client explores new customer, product or market opportunities

VI.
Auditing for Brand Relationship Marketing
Why conduct a Brand Relationship Marketing Audit?

When an automobile company identifies a manufacturing problem after the car has been produced, distributed and sold, it can issue a recall.  But unlike the car industry, it is virtually impossible to recall 1,000,000 brand messages to replace a broken promise or align inconsistent messages after they have already been sent. A Brand Relationship Marketing audit can identify problems a company doesn’t even know it has, and do so before any damage has been caused.  

The basic tenet of Brand Relationship Marketing is that all elements of marketing and communication must be integrated and work toward common goals.  The Brand Relationship Marketing audit closely examines the elements and structure of the integration process and, therefore, focuses specifically on such things as the core competency of the people managing marketing communication, the amount and nature of internal communication, the consistency of the marketing communication messages that have been produced, and whether or not they are or were on strategy.  

The main purpose of the audit is to identify process gaps and barriers - - those procedures and departments that are obstructing or slowing down the development of strategically consistent messages, the inadequacies in properly handling purposeful dialogues, and the unrealized potential of merchandising the corporate mission.

One of the measurements in a Brand Relationship Marketing audit is determining the extent to which marketing managers understand the major strengths and weaknesses of the various marketing communications functions.  The majority of mangers unfortunately do not score very well, generally only knowing the strengths and weaknesses of their own functional area and only a few of those in other areas.

Although the Brand Relationship Marketing audit is basically an evaluation tool, it is also a way to custom design a road map for an organization to reach a fully integrated program and business model.  It provides an objective, well-documented list of what must be changed in order for a company to maximize the benefits of integration.

Specifically, a Brand Relationship Marketing audit has many benefits.

· It identifies areas in which managers are working toward different marketing communications objectives and where they have different understandings about the brand’s strengths and weaknesses, targets, positioning, and competitive advantages.

· It provides marketing managers a confidential channel for conveying ideas and opinions about the organization’s communication process.

· It identifies the level of coordination (or lack thereof) between communication units, both internally and externally.

· It indicates which units/people need to increase their core competency of marketing communication tools in order to have a basic understanding of, and appreciation for, the strengths and weakness of each marketing communications tool.  (A basic understanding of all the major communication functions is a prerequisite for strategic use of Brand Relationship Marketing).

· Merely by participating in the audit, marketing communications managers are motivated to think about what they are doing and why they are doing it from a broader communication perspective.

· Doing the audit sends a message not only to the marketing communications staff and outside communication agencies that their jobs are important, but also sends the message throughout the organization that management believes in, and endorses, the Brand Relationship Marketing concept.

· The audit objectively shows to what extent-planned messages contain a consistent strategy.

· The audit provides a basis for refocusing and re-allocating resources against the primary marketing and marketing communications objectives.

Findings provide top management with an objective basis on which to build more effective leadership in marketing and relationship building, and makes top management aware that building and nourishing relationships is a cross-functional challenge and responsibility.

The following examples of findings illustrate the types of information a Brand Relationship Marketing audit can produce:

· Confusion about objectives.  Obviously, when people are working against different message objectives, it is impossible to have message consistency, which can be proven by a content audit.

· Lack of agreement on message themes.  It’s one thing to advertise a message of “Low Prices Every Day” but it is also important to insure agreement on the definition of what this means or should mean.

· Lack of agreement on primary stakeholders.

· Messages not targeted to primary stakeholder groups.

· Not enough information available.  Most marketing managers say that they receive enough information from other departments to do their jobs effectively only about half of the time.

· Limited use of research results.

· Little knowledge of annual planning.

· Little understanding of how to evaluate marketing communications programs.

· Insufficient database technology, capabilities, or acumen to optimize the insight potential from customer data.

What should be audited?
There are two primary ways to evaluate to what extent a company is practicing Brand Relationship Marketing.  One is output controls and the second is process controls. 

· Output controls are external measures of Brand Relationship Marketing results such as awareness studies, tracking studies, and customer satisfaction surveys (as well as sales results).

· Process controls are internal measures of how a company is doing Brand Relationship Marketing; they evaluate how programs operate and function and the attitudes and knowledge of those responsible for these programs.

Relationship metrics help explain sales and share trends and provide a basis for more accurate forecasting.  The six metrics from which firms may choose that have proven successful are: customer profitability, LTV decile analysis, recency index, referral index, and share of wallet.

· Customer profitability: Once individual customer or segment profitability can be determined, tracking the profitability-to-customer ratio, a company can determine if customers are in fact buying more and demanding less.

· LTV decile analysis: A more sophisticated analysis of customer profitability is dividing customers into ten equal groups based on their LTV.  In the top group would be those 10 percent with the highest LTV and in the bottom group, the 10 percent with the lowest LTV.  Tracking the average profitability of each decile with their corresponding LTV will provide a more in-depth analysis of the sources of revenue.

· Recency index: One of the things the direct response industry has proven is that the more often people buy, the more likely they are to buy in the future.  This will help determine to what extent acquired customers are becoming more loyal.

· Referral index:  This track the percent of new business resulting from a customer or other stakeholder recommending the brand.

· Share of wallet: Because the most profitable customers, especially in packaged goods categories, buy multiple brands, one brand objective is to get an increasing percent of these customers’ category purchases.

When any of the above metrics show a negative trend, a company needs to find out why:  What areas of the company are sending messages causing the negative trend?  What needs to be done to reverse the trend?

Expanding current databases to capture and store details about customers’ and prospects’ preferences and needs still isn’t an easy task, but getting it right has been shown to pay substantial dividends, The larger the company and the more complex its sales transactions and aftermarket service, the more demanding the database needs and the more important it is to consider upfront questions such as the following:

1. What and how much information needs to be saved?  How much can you afford to collect?  How much data can your system process and at what speed?  Data storage is, conceptually, similar to inventory storage.  Both require a wharehouse with a certain architecture that determines their efficiency for various functions such as receiving, assimilating, and keeping track of contents.

2. What will be done with the database information?  What kinds of analyses?  What kinds of decisions will be based on it?  Will you want to prepare reports directly from the database?  The credit card companies like American Express or Capital One have been using their databases to create customer profiles and segments that drive both product management/development as well as positioning and message strategy.

3. Who will manage it?  Will the marketing department or information systems management be in charge?

4. Who will have access to it?  How easy does the system have to be?

5. How secure does it have to be?  Because databases are becoming so valuable as corporate assets, security is now a major issue.

6. How often will database users have access to it?  Do they need it immediately, daily, weekly, monthly?  Access is an expensive item, because having all the information immediately at hand demands larger memory systems.

7. How accurate is the data?  Another problem is the integrity of the data.  Accuracy is critical.  Some systems are more forgiving than others when it comes to how and when data is entered and accessed.

How to conduct the audit
Overview

After a memo from a member of top management has been sent to the staff notifying them of the audit and asking for their cooperation, personal interviews by trained interviewers are conducted onsite.  Personal interviews take about 90 minutes, although the executive version is usually shorter as is the questionnaire for outside stakeholders. 

The content analysis begins as soon as samples of all planned marketing communication messages (advertising, PR releases, packaging, product instructions, etc.) used within the last 12 months are collected.

In the final report the strengths and weaknesses of the organization’s communication processes are identified and recommendations are made as to how strengths can be leveraged and the weaknesses addressed.

Getting Started

Characteristics of a good audit procedure, besides being objective, are that it be systematic, unbiased, and comprehensive.  Therefore, the Brand Relationship Marketing audit includes:

· An analysis of the communication network (internal and external) used to develop marketing communication programs.

· Knowledge and awareness of and agreement with marketing and marketing communication objectives.

· Identification and prioritization of key stakeholder groups.

· Evaluation of the company’s customer databases.

· A content analysis of all messages (ads, PR releases, packaging, video news releases, signage, sale promotion pieces, direct response mailings, etc.) used within the last year.

· An assessment of what marketing managers, top management, and key agency managers know of Brand Relationship Marketing and their attitude toward it.

Where to begin?  Use as benchmarks the marketing and marketing communication plans as well as any other formal memos describing the company’s marketing and marketing communication objectives. 

What Tools are used?  The audit employs several primary tools and a variety of optional tools depending on the type of business being audited and how in-depth the organization wants the audit to be.

1. Knowledge, Attitude, and Practice Questionnaires.  The purpose of these instruments is to evaluate the following areas:

· Corporate vision and/or mission.

· Awareness of corporate marketing and marketing communication objectives.

· Knowledge of the company’s or brand’s positioning, key themes, and image.

· Familiarity with strengths of the various marketing communication tools and how they are used by the company/brand.

· Perception of target/stakeholder priorities.

· Perception of key messages by target audiences.

· Perception of marketing communication database use in the company.

· Perception of contact points.

· Perception of the brand’s current level of integration, advantages/disadvantages of integrating marketing communication, barriers to marketing communications integration.

· What is the understanding of, and attitude toward, integrating the organization’s communication efforts?

· Awareness of evaluation programs.

2. Communication Network Interviews.

· Who talks to whom, how often, and about what?

· What is the infrastructure for recording and handling customer responses and dialogue?

· Internal communication system?

3. Content Analysis.

· All the messages sent out by the company over a 12-month period are systematically analyzed to determine the amount of creative strategy and execution consistency and whether they are consistent with marketing communication objectives, whether key messages are appropriate for key audiences, and whether there is consistent portrayal of company/brand positioning and image.  They audit team uses content analysis to look for gaps in performance.

· The analysis looks at the following elements:  the objective of the piece, the audience, key themes, the tone, brand/corporate image, position cues, use of response devices (active and passive), and mission/vision cues.

4. Vendor/Supplier and Other Stakeholder Interviews.

· Its purpose is to analyze the relationship between the organization and its suppliers.

5. Mystery Shopper/Phantom Caller.

· All customer contact points are analyzed to determine what messages are being sent during the shopping experience 

· If a physical experience then we must evaluate the outside appearance of the store, parking and other details of the approach, the experience of entering the store (signs, staff, counters), store navigation, initial encounter with store representative, appearance of staff (uniform dress, name badge), etc.

· For a virtual experience then representative encounters are equally as important, whether over the phone or through email/chat.  Online, the site experience (including navigation, accessibility of products, tools to help with decision making, and online help) becomes the moment of truth.

6. Contact Point Analysis.

· Analyzing product and service messages is a priority of the research team that has the greatest understanding of the communication dimensions of these unplanned messages.  The research team needs to develop a list of all the ways a stakeholder comes in contact with the company and then analyze the communication effectiveness of that experience. 

Who should be Involved in the audit?
Performing a Brand Relationship Marketing audit requires a thorough understanding of integration strategies and practices.  To properly administer audit surveys, measure responses, and evaluate results the audit team should understand not only the philosophy of integration, but also the more traditional disciplines of marketing, marketing communications, marketing research, information systems, organizational management, and change management. 

Therefore, a Brand Relationship Marketing audit, just like a financial audit, should be done by an outside team both to assess the integration competency but also to ensure objectivity.  Because the main barriers to Brand Relationship Marketing are egos and turf battles, it is difficult for an internal team to do an objective audit. 

Internally, everyone who had direct input into the planning, approving, and executing of marketing programs, therefore, should be included.  Externally, beside customers, marketing communication agency managers (with those agencies with which the company has an ongoing relationship) are surveyed, as well as representative vendors and resellers, shareholders and the relevant press.

Closing Thoughts
The Brand Relationship Marketing Audit Follow-Up.

· Once the audit is completed, its findings should be compared to tracking study results on key measures such as awareness and trial.  The rationale for this is that audit findings can be used to help better understand the cause of problems uncovered by more traditional research.

Integrating the Audit

· In particular, the audit will answer critical questions about the focus of the organization:  is the corporation focused on relationships rather than transactions?  Are other stakeholders addressed as well as customers?  Is an integrated approach being used to manage all the stakeholders or is it still being done department by department?

· In addition, the insights gained from the Audit will help analyze and refine both the processes being used to create and manage relationships, as well as the infrastructure which can either support or impede these processes.

· Finally, it will uncover the level of strategic consistency in all the organization’s messages, the amount of interactivity being used to manage the stakeholder relationships, and the extent to which the organization’s mission anchors the relationship commitments.

VII. Examples of Brand Relationship Marketing
Fortunately, cases of outstanding Brand Relationship Marketing are not difficult to find.

Coca-Cola

Coca-Cola is one such case.  With Coke, where the brand has distinct customer segments which require different executional voices and looks, there still is a set of brand identifying elements that appear in all brand messages.  Just as the acid test of a good salesperson is to recommend a customer not buy when a product is not right for that customer, the true test of Brand Relationship Marketing is to reject a clever, creative execution idea when it is off strategy. Coke’s marketing for each of their products reflects the unique attributes, benefits and identity of those product (compare any Cherry Coke promotional material, or even the packaging, to that of Caffeine Free Diet Coke or Vanilla Coke), and yet the core brand essence of the Coke brand is held as a constant in all their advertising, promotion, and packaging.  It is no wonder that Interbrand’s 2003 “The 100 Top Brands” list showed Coca-Cola at the top with $70.45 billion in brand value
.

The Vanguard Group

The Vanguard Group is a firm whose business plan is an example of Brand Relationship Marketing.  Their mission, as stated on their web site, is To be the world's highest-value provider of investment services.  They are a leader in the investment management business by providing competitive performance, a broad choice of investment products and services, the highest quality service and the lowest average expense ratios among retail mutual fund companies.  As their chairman, John Brennan, states, “It's rare to find a company that offers both the highest service quality and the lowest fees, but we're able to do so because we have a unique corporate structure. We are a mutual mutual fund company, existing only to serve our mutual fund shareholders, and that translates into Unmatchable Value for Investors®.”  All of their communications, from their advertising and public relations to their website to their direct mail, sings from the same song sheet.  Call their customer service and you’ll experience exactly the level of service they promise.  Their investment philosophy of tracking against various investment indices has given investors among the highest risk adjusted performance of any such firm.  Obviously, mutual fund investors agree.  From 1996 to 2003 Vanguard has gone from 55% the size of Fidelity, their largest competitor, to 88% and their marketing budget, in 2003, was only 30% the size of Fidelity’s
.

FedEx

FedEx’s business is the shipping and safe delivery of packages from point A to point B.  Therefore, isn’t it logical to assume that FedEx is in the supply chain business?  To believe this would be to underestimate the company’s brand essence and how they create value for their customers and shareholders.  FedEx is in the confidence business: “Absolutely. Positively.”  They apply their brand attributes of reliability, speed, reach and global leadership to their entire business model, not just to their advertising.  But, with every message FedEx sends, regardless of the media in which they send it, these core brand attributes are reinforced.  As long as their operating and service model can continue to support their claim, and they continue to add value over their close competitors to their clients, they will continue to benefit from their Brand Relationship Marketing approach.

American Express
In a recent “BusinessWeek” article
 Ken Chenault, American Express’ Chairman and Chief Executive Officer, stated he wanted his firm to be the #1 provider to high spending customers of cards and advice.  He considers it American Express’ “burden” to deliver value for their premium price.  Like Coke, American Express takes a customer-centric view of their business and has segmented their product sets based on the needs of their various customer segments.  Even in the travel rewards area, where Citicorp scored the first major business model shift with their AAdvantage Card partnership with American Airlines, American Express developed the multi-tiered, multi-airline Membership Rewards program, and partnered with other carriers such as Delta for co-branded rewards cards.  They were a fast follower in the revolving credit business, first with their Optima Card and then with the Blue Card and other revolving credit products.  After a difficult post-9/11 period where the travel business, understandably, went into it’s own recession, American Express in 2004 had one of it’s strongest revenue and earnings years in its history.  American Express has continued to invest in Brand Relationship Marketing, even through its down years, to promote their “Do More” enabling brand and premier status, even pushing its image into the younger, growing spending and travel audience with its concert sponsorships and hipper, more electrifying advertising and marketing.

VIII. The Future: A Battle of Brands

You must understand where you want to be ten years from now in order to have a vision of where you can be.  The decisions you make today will affect how your company will be positioned in the future.  Focus on managing your brand.  It’s a valuable asset that must be nurtured.  Through strong brand management, the introduction of new products, and increased market penetration, you’ll not only survive, but thrive.

As we look into the future, the marketing battle will be a battle of brands, a competition for brand dominance.  Business and investors will recognize brands as the company’s most valuable asset.  It’s a critical concept.  It’s a vision about how to develop, strengthen, defend and manage a business.  It’ll be more important to own markets than factories.  And the only way to own a market is to own a dominant brand.

An integrated effort to establish, maintain, and enhance relationships through every point the customer and brand touch, what we term Brand Relationship Management, reinforces your brand, drives sales and creates a return to your bottom line that is equal to or exceeds your firm’s hurdle rate.  Brand Relationship Marketing, the cross-functional process for managing profitable brand relationships, is the way to operationalize Brand Relationship Management, drive brand equity and build a brand to last. 

� Source: BusinessWeek, August 4, 2004


� Source: Simfund and Competitrak


� July 30, 2004
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