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How CEOs Can Maximize RORI (Return on Research Investment)

Most companies’ Return on Research In-

vestment (RORI) would be higher if the

research projects were more in tune with the

thinking of the CEO and other senior execu-

tives. In conversations among senior execu-

tives in a company, questions are raised, or

at least implied, that are central to the

health and direction of the business. For

example:

- What does the financial community think
of our company?

- What is our image in the eyes of major
stockholders?

- How do important customers view our
products, our prices, and our personnel?

Those and other crucial questions are often
answered intuitively within the executive
groups where they are raised. These hunch-
es can be wrong. The CEO should be looking
at marketing research, too.

These are important questions for the con-
duct of the business, but they are generally
asked and then acted on in the company by
specialized marketing or sales executives
far below the level of the Office of the
President.

One way to balance the research investment
in favor of the questions of top management
would be to have the research director
report to the Office of the President instead
of to the person in charge of marketing.

Having the research officer report to the
Office of the President puts a “truth squad”
at the behest of the CEO. He can ask ques-
tions about any aspect of the company with-
out having a lower level executive censor
what is reported.

Robert W. Beller, President
Marketing Answers Consultants, Inc.

One-on-one Marketing and the Electronic Challenge

Months ago, Tokyo chapter members pre-
dicted that one-on-one marketing would
replace mass marketing, the dominant
method used during the past 100 years. If
you have already begun this revolutionary
shift in direction, please e-mail me your
questions or give me examples of your effec-
tiveness. If you haven’t started persuading
single customers to purchase more of your
products or services over their lifetimes,
begin now or, believe me, your competitors
will soon bury you!

Perhaps the newest and most challenging
medium to use to build marketing relation-
ships with individual customers is the Inter-
net’s World Wide Web. As you know, you
can build an interactive Home Page that
allows you to both address needs and get
valuable feedback from individuals about
the utility, value, timeliness, and quality
level of your products/services. You can
even charge a subscription fee to limit

access to parts of your Home Page that offer
valuable information or data.

But don’t overlook what can be done on on-
line services such as Prodigy, CompuServe,
Microsoft Network, and America Online
using their electronic shopping malls, clas-
sified ads, etc. Their demographics are
better and the medium is more focused.

And look for other ways to reach customers
one-on-one using media such as interactive
multi-media touch screen TV units in malls
or professional offices, interactive 34" com-
puter disks, and even informational record-
ings via telephone voice-mail systems.

There’s a whole new marketing world out
there. Get involved in it!

Arthur O. Dietrich, Chairman,
JRA/Marketing Communications
artm@omni.voicenet.com



Four Safeguards for Service Integrity

In his book Managing the Professional Ser-
vice Firm, David Maister warns about mak-
ing excessive promises. He offers the exam-
ple of an anonymous professional who con-
fided: The most depressing day in the office
is the day after we have won a new client.
We all look at each other and say, “How on
earth are we going to deliver all we promised
for the budget we agreed to?”

Excessive promises are promises you can’t
keep and shouldn’t make. Unfortunately,
excessive promises are often made to win a
new client -- a situation in which both par-
ties invariably suffer when commitments
aren’t met.

Resist the temptation. Win clients and keep
them by maintaining service integrity with
these four safeguards.

1. Tell clients exactly what you will do for
them. Be clear and specific about the ser-
vice(s) you will perform and what results
can be expected. Don’t over-promise.

2. Do exactly what you told clients you
would do for them. Prove yourselfto
clients by delivering on every promise
made.

3. Find out if clients think you did what you
promised. This is crucial. You may
believe you delivered on every promise --
but what if clients don’t think so? Ask
them.

4. Respond quickly to actual or perceived
service gaps. Do everything you can to
ensure clients know you delivered on
every promise.

When you adopt these safeguards, not only
will you maintain service integrity, you'll
be competing on value. Then watch as your
reputation markets your professional ser-
vice for you.

Robert Gilmore, President,
The Gilmore Research Group

Dawn of the Information Era

From a micro perspective, recession has no
end. Each day news of of business failures
worsen. Nowhere does recession’s end ap-
pear in sight.

From a macro perspective, recessionisa
phase of the business cycle. They are a re-
occurring phenomenon of capitalistic soci-
eties.

Business cycle theories teach us the end of
recession is marked by innovation and
change. Adam Smith (Wealth of Nations)
spoke of the industrial revolution which
brought people to cities from farms. Gradu-
ally, economies shifted from an agrarian to
industrial society.

Change will affect traditional methods of
conducting business in Japan. Evidence of
change is the breakdown of life-time em-
ployment, greater price sensitivity of con-
sumers, changes in gyosei shido and deregu-
lation (kisei kanwa). In the short run,

change creates discomfort. Over time the
changes become an accepted way of con-
ducting business.

Japan and the USA are today in the late
stages of the industrial era and at the
threshold of the information era. Investment
and employment opportunities will arise in
information industries. At first there will be
failures, disappointments, and unfilled pro-
mises of information products. Eventually
innovation will create new products requir-
ing employees having new skills and re-
source shifts to the information industry sec-
tor. As investment opportunities grow em-
ployment, economic expansion and oppor-
tunities will increase. Soon people will say,
“things are better than ever,” forgetting the
painful transition of the 1980s and 1990s.

James S. Gould
Professor of Marketing, Pace
University



Have You Changed Someone’s Behavior Today?

Of all the jobs marketers have to accom-
plish, the most challenging, by far, is chang-
ing the behavior of consumers, retailers, and
sales representatives.

Accomplishing lasting behavioral changes
among consumers means we need retailers’
support for exceptional merchandising
agreements that feature brands with the
greatest potential to drive traffic, add value,
and generate in-store excitement. Market-
ers need retailers to accept new ideas, take
some promotional risks, and make genuine
“news” in the marketplace.

The core issue is how to change deeply en-
trenched behavioral patterns. Obviously,
the answer is not as simple as offering high-
er-value coupons to consumers, deeper dis-
counts to the trade, and the same old incen-
tive program to the sales force. The answer
is to prove objectively that a change in be-
havior is a change for the better.

Just as the changed behavior of the retail
trade and consumers is critical to a brand’s
success, so too is that of the sales organiza-
tion. Changing ingrained habits among the
sales force requires more than the usual
incentives to sell more. The sales organiza-
tion needs to be incited to help the trade
build their businesses over the long term,
which means they have to be motivated and
compensated on profits and category
marketing initiatives, not just sales volume.

The mandate for accountability between
marketing communications and sales is
stronger than ever before. Only by
changing behavior can marketers truly
bond consumers, retailers, and the sales
force to the brand franchise.

Jeffrey K. McElnea, President &
CEO, Einson Freeman, Inc.

Distribution

The dictionary definition of distribution is
something like “act or process of a few divid-
ing among several or many.” In Japan, dis-
tribution is closer to “the act or process of
many dividing among several or few.”

In these difficult economic times, common
sense dictates that Japan’s distribution sys-
tem be rationalized or consolidated to pro-
vide lower-cost and more-efficient move-
ment of goods from importers and domestic
manufacturers to retailers and consumers.

The number of wholesalers and distributors
in Japan has been rising even as the number
of retailers has been declining. Only 2.5% of
wholesalers employ §0 or more people and
that 75% employ fewer than 10.

1970 1991
Wholesalers & 256,00 476,000
distributors
Retailers 1,674,000 1,591,000

Add to the multi-layered and antiquated dis-
tribution system the continuing restrictions
of the Large Retail Store Law and itisa

wonder imports find their way to store
shelves at all. American products getting
through the maze wind up costing 50-250%
more than in the U.S.

MITI and the EPA should educate Japanese
businesses and encourage the adoption of
Efficient Consumer Response technology
and practices to improve access ease and
cost-effectiveness for multinational compan-
ies. Japan should adopt ISO standards on
container weights and sizes to reduce the
number of containers and multiple handling
of products. The truck industry should be
deregulated to encourage entry by low-cost
operators.

The ACCJ has many other ideas for stream-
lining distribution in Japan that would, if
implemented, stimulate economic activity in
Japan, reduce prices, and give Japanese
consumers better access to a greater range of
products and services. What could be more
appealing?

Robert Neff, Executive Director,

American Chamber of Commerce in
Japan



Selling Consumption

It is sometimes said that brand loyalty and
store loyalty are important because the con-
sumer’s two basic decisions are what to buy
(e.g., brand) and where to buy it (e.g., store).
Within this, of course, it is acknowledged
that “what to buy” involves more than just
competing brands within a category and
that categories also compete (e.g., that bub-
ble gum is just as much an alternative to
Pepsi as Coke is).

Yet is also needs to be acknowledged that
the consumer also has a not-buy option. The
media have done yeoman’s work to counter
this -- not only with overt advertising but
also with innumerable movies, television
programs, and more about beautiful people
leading opulent lives. Industry has also
done its part by hyping fashions, cars, con-
sumer electronics, and other if-you-don’t-
have-one-you're-nowheresville categories.

Yet there are limits to what even the most
sustained blitz can achieve, and these limits

were vividly demonstrated in the Kobe
earthquake’s wake, when people who had
seen everything from priceless porcelains to
luxury penthouses reduced to rubble real-
ized the pointlessness of acquiring these
trappings of ostentation. Even the middle
class shied away from non-essentials. Why
take out a mortgage to buy a condo when
you're just going to have to take out a
second mortgage to pay for the post-quake
repairs? Better to rent, and then you can
just walk away in the aftermath. Better not
to get too attached to your possessions.

Even before you can sell the what-to-buy or
the where-to-buy, you need to sell the why-
to-buy. Without the consumer presence,
there is no market.

Frederick M. Uleman, President,
Japan Research Inc.
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