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Abstract

This thesis examines the role of marketing in British building societies by
reference to the Marketing Concept.

The research investigates the degree of acceptance of the philosophy of the
marketing concept, and the extent of its implementation by those societies who
are members of the Building Societies Association.

The adoption of the marketing concept is inevitable for financial institutions if
they are to survive competitive pressures in an environment now characterised
by continual change. Given rapidly changing environmental conditions,
marketing allows for a better matching of products and services to customer
needs, improving the ability of firms to better withstand competitive pressures,
whilst enabling firms to gain enhanced returns on capital invested.

This empirical study was conducted on the top 50 British building societies
ranked in size by total assets. Data was collected either by way of questionnaire
based interviews (Top 20) or postal questionnaires, from three respondent
groups; Chief Marketing Executives, Chief Executive Officers, and Branch
Managers.

The research findings show that major differences exist according to the size of
building societies in their approach to marketing. The larger societies are in
various stages of adopting the concept into their corporate culture and some are
beginning the transition towards a market orientated organisation. However, in
practice many societies still have not grasped the marketing concept and are
continuing to operate from a sales or production orientation.

Differences in the understanding and the degree of orientation towards the
marketing concept also varied across the three groups of respondents studied. Of
the three groups, the Branch Managers were the least positively inclined towards
the marketing concept.

In general, building societies continue to focus on the functional and

promotional aspects of marketing rather than viewing it as a guiding philosophy.
This is particularly true for the smaller societies.

16



Introduction

Chapter One

1.0 Project Introduction

This thesis outlines an empirical study of the Role of Marketing in British

Building Societies by reference to the Marketing Concept.

The research examines the degree of acceptance of the marketing concept
philosophy, and the extent of its implementation by those building societies that

are members of the Building Societies Association.

This is because it is possible to carry out marketing activities and still not really
be involved in marketing, as it is more than just a collection of activities - it

requires a correct state of mind, an acceptance of the marketing philosophy.

As described in further detail in the following chapters, the Financial Services
sector is central to the UK economy. Within this sector the Building Societies
are major players, and they have been affected in recent years by deregulation,
diversification, and attempts to differentiate themselves in an environment where

they are facing a rapid intensification of competitive pressures.
In such an environment, it is essential that they not only understand the

marketing philosophy but also implement it in order to ensure their survival in a

marketplace where continual change is becoming a permanent feature.

17
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In order to develop the framework for the investigation into the adoption and
implementation of marketing in building societies, the following hypotheses were

established.

a) In general, the adoption of the marketing concept by building societies has

been slow, and incomplete.

b) The perception of marketing in the building society industry is often narrow
and confined to its functional aspects, rather than as a guiding philosophy for

management decisions.

¢) The degree of acceptance and implementation of the marketing concept varies

according to the size of the society.

d) The degree of orientation towards and acceptance of the marketing concept

varies across the different management levels within a society.

The broad approach adopted for the research methodology is to investigate the
adoption of the philosophy by means of a set of attitude measurement
characteristics addressed to three levels of managerial responsibility in the top

fifty building societies.
The managerial levels selected for the research were as follows;
- the Chief Marketing Executives (CME’s)

- the Chief Executive Officers (CEO?)
- the Branch Managers (BM’s)

18
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The primary target group for the study was the Chief Marketing Executive
group who were identified on the basis of their marketing responsibilities rather

than job title.

1.1 Background

Until the publication of the Wilson Committee Report in June 1980 [1],
competition between building societies was severely constrained by the

Recommended Rates System (an interest rate cartel).

In such an environment it is understandable that marketing in building societies
received little emphasis. During this period societies competed on the basis of
the size of their branch networks, which increased rapidly from 2016 in 1970 to

5684 in 1980, a growth rate of over 11% per annum.

However, the abolition of the interest rate cartel, and the rapid transformation of
the personal financial services sector through progressive deregulation has broken
down the traditional barriers between societies and the different financial sectors
and institutions. Together with rapid advances in technology and innovation,
this has led to increased competition, new integrated products, and new
marketing methods and techniques. These factors are also driving significant

changes in terms of processes and market arrangements [2].

Legislative changes in the UK have altered the competitive environment between
societies by providing the building societies with new powers and new
opportunities to diversify their product base. However, this new and highly

competitive environment also presents tremendous threats.

19
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Competitive pressures throughout the Personal Financial Services industry [3]
& [4], have therefore increased for all, but these pressures are greater for some,

forcing a move away from a supply orientated approach to a market orientation.

1.2 Building Societies: Importance

In the UK, Building Societies are major financial institutions accounting for over
half of the total personal sector liquid assets and three quarters of the mortgage

market.

The largest British building society the Halifax is the largest in the world with
over 18% of the UK residential mortgage market. It is also the UK’s highest

rated credit institution [5].

Following the introduction of the Building Societies Act 1986, building societies
have substantially broadened their product base, by diversifying into a wide
range of financial services including overdrafts, credit cards, money transmission

services and the like.
Building Societies are therefore major players in the UK economy and changes

taking place within the industry are both relevant and important to the national

economy.

1.3 Importance of the Study
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The 1981 National Economie Development Office Report [6], concluded that
a failure to develop marketing expertise was the principal cause of the United

Kingdom’s poor economic performance over the previous twenty years.

Until relatively recently there has been little empirical attention in the marketing

literature to the marketing of services or marketing practice and attitudes [7],

[8].

Empirical work on bank marketing by Lewis [9], concluded that banks have
been forced to move towards adopting the marketing concept as a result of the
changing competitive environment. Another empirical study by Watson [10]

has shown that bank marketing is often seen as synonymous with selling.

The absence of similar studies in the building society industry, the growing
importance of marketing, and the importance of building societies to the national

economy have prompted this study.

1.4 The Research Problems

For much of their history, building societies operated in an environment
conducive to their growth, and while changes did occur, these were evolutionary
rather than revolutionary. This situation changed considerably in the 1980’s as
their markets increased in complexity and a more turbulent environment

developed.

In such an environment, the determination and ability of building societies to

apply modern marketing practices, at a time of increasing competitive pressures

21
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and rapid change, will significantly affect their profitability [11] and chances

of survival.

However, this is likely to require a more pro-active stance by the adoption of the
marketing concept and the recognition that marketing has a key role to play in

their growth and diversification strategies.

This study of the degree of implementation of the marketing concept was
complicated by the scarcity of useful specific guidelines that readily translated the
philosophy into action. A major problem in this study was to develop a
practical framework to form the foundation of the study, to provide the means
to measure the philosophical acceptance and the practical implementation of the

marketing philosophy.

1.5 The Research Questions

This research proposes to examine the degree of acceptance of the marketing

concept by the senior management of British Building Societies.

Ames [12] distinguished between the acceptance of the philosophy and its
practical implementation, as it is perfectly possible for a company to carry out all
the right marketing activities and still not really be involved with marketing

[13]. Marketing is therefore more than just a collection of activities, it

requires an appropriate attitude of mind [14].

Therefore the research aims of this study are:

22
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A) Verification of the degree of acceptance of the philosophy of the

marketing concept in British building societies.

B) and the extent to which the marketing concept has been implemented in

British building societies.

Acceptance of the concept refers to whether the organisation has embraced the

marketing concepts’ philosophical implications for business management.

The practical implementation of the concept is to do with the specific
organisational methods for incorporating this philosophy into actual business

practice.

As discussed in greater detail in the following chapters, the study was designed to
eliminate the effects of the ’trappings’ [15] of the organisational arrangements
for marketing, and deal with the substance of the managerial attitudes and

orientation to the marketplace.

The study therefore primarily focused on the organisational orientation and
marketing inputs, rather than simply the Marketing Department outputs. Thus
for example, the main target respondent group of the study, the ’Chief
Marketing Executive’, was identified based on his organisational marketing
responsibilities in the society’s organisational chart, rather than simply on the

basis of a "Marketing" related title.

1.6 Definitions

23



Introduction

For the purposes of this research it would be useful at this stage to define both

marketing and the marketing concept. These are defined as follows;

1.6.1 Marketing

A survey of current literature reveals a range of definitions for marketing. These
are discussed in Chapter Five, together with some of the definitions proposed by
different authors. However, for the purposes of this research the definition of
marketing provided by the British Chartered Institute of Marketing is adopted.

Thus, marketing is defined as follows;

"The management process responsible for anticipating, identifying and
satisfying customer requirements profitably."

1.6.2 The Marketing Concept
Similarly, a survey of current literature reveals a number of definitions of the

marketing concept by different authors. For the purposes of this thesis,

Mcnamara’s [16] definition of the Marketing Concept is adopted.

The Marketing Concept:

"a philosophy of business management, based upon company-wide
acceptance of the need of customer orientation, profit orientation, and
recognition of the important role of marketing in communicating the
needs of the market to all major corporate departments."”

1.7 Constraints of the Study
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The following constraints should be recognised in this study:

1. Only the top 50 British building societies, ranked in order of Total
Assets, and who are also members of the Building Societies Association

were included in this study.

This concentration on the larger societies could produce a bias, although
the top 50 societies account for over 98% the industry’s Total Assets, and

therefore the most customer accounts.

2. The executives of only the top 20 building societies were interviewed,
whilst the executives of societies ranked from 21 to 50 were mailed the

research questionnaire.

This might introduce a degree of bias into the findings as the largest
societies had a greater opportunity to influence the results, and because of
non-response to the mailed questionnaire. Note that the top 20 societies

control over 90% of the assets of the industry.

3. The Personal Financial Services market is dynamic. The introduction of
new legislation, the entrance of new players, technological advancements,
and the frequent mergers between societies and acquisitions by societies
(eg. Girobank, FS Assurance etc.) continues to progressively change the

structure of the industry.

Research conducted in such an environment thus suffers from rapid time

decay of information, and requires continual updating. The fieldwork
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was therefore conducted over an eight month period to minimise the

impact of these changes on the overall results.

This research therefore provides a snapshot of the Role of Marketing in
the building society industry during the period between July 1991 and
February 1992.

1.8 Organisation of the Study

This study is arranged in ten chapters. This chapter, provides an introduction to
the study and provides background information with particular reference to both
the nature of the project and British building societies. It also highlights the

importance of the study and its constraints.

Chapter Two provides an insight to the British building society industry, its
history, size, structure, and regulatory mechanisms. It reports on the current
activities of building societies, taking into account as far as possible, the changes

in the personal financial services market.

Chapter Three focuses on the major building society competitors, and provides
an understanding of the basis of their competitive stance in relation to the
building societies. Major competitors include the Banks, Insurance companies

and in recent years the specialised Centralised Lenders.
Chapter Four reports on the importance of services to the economy and

identifies the characteristics of a service. This chapter also provides an

introduction to the classification of services, and their importance to the
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economy.

Chapter Five considers the attributes of marketing and the marketing concept. It
provides the conceptual framework for the development of the methodology

adopted for the study.

Chapter Six is the first part of the introduction to the procedural aspects of the
study. This chapter identifies the research objectives and the characteristics for

both the philosophical and implementational studies.

Chapter Seven, the second part of the procedural description, explains the steps

taken and the research methodology used to collect the data.

Chapter Eight presents the findings of the first half of the research survey
focusing on the degree of philosophical acceptance and understanding of the
marketing concept. The response rates to the survey are followed by tabulations

of the distributional characteristics of the philosophical study data.

Chapter Nine presents the findings of the second part of the research survey in
respect of the implementation of the marketing concept within the building

society industry.

Chapter Ten concludes the thesis. The findings of chapters eight and nine are
discussed, together with the implications of the results. This chapter concludes
with the identification of the limitations of the study and some recommendations

for future research.
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Chapter Two

Building Societies: An Introduction

2.0 Building Societies: Introduction

This chapter aims to provide an insight to the background of the British building
society industry, its history, size, and structure, together with an overview of the

regulatory environment in which the building societies operate.

In recent years the building societies have diversified away from their traditional
markets of mortgages and savings, and now offer a range of new products
including, unsecured loans, overdrafts, credit cards, travellers cheques etc, all of
which are normally associated with other financial institutions such as finance

houses and banks.

At the end of 1991 Building Society total assets amounted to over /244bn [1],
compared to £371bn total assets [2] of the big four UK Clearing Banks.

The Building Societies together have over 42 million investor accounts and seven
million mortgage accounts [3], compared to 72 million bank accounts in the

UK [4]. In 1992, the largest building society, the Halifax, had over £52bn of
residential loans outstanding, compared to the largest clearing bank, Barclays’
£11.5bn [5]. In the UK mortgage market, the Halifax is the biggest lender

with a market share of about 18 percent, whilst Barclays is only the tenth largest.
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Building Societies in the 1990’s are therefore major financial institutions. If the
top three Building societies chose to convert to PLC status, they would join the
Abbey National amongst the twelve largest UK banks, with the largest building
society, the Halifax in the top five [6], The Halifax is also the UK’s highest

rated credit institution [7].

In the retail deposit market the Building Societies account for 67% of the total
personal sector liquid assets in 1991, compared to 23% for the banks and 8% for

National Savings (Table 2.1).

Up to the early 1980’s the Building Societies virtually monopolised the mortgage
market (Table 2.2). However, in the early 1980’s the banks entered the mortgage
market and rapidly took 36% by 1982, whilst (see Chart 2.1) the building
Societies saw their market share collapse to just under 58%. As the banks
rapidly reached their target percentages of mortgage loans in their total
portfolios, and the mortgage market became less profitable they withdrew,
enabling the building societies to regain their market share to around 85% by

1984.
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Y ear

1986

1987

1988

1989

1990

1991

1992

Building Societies

Lm

11847

13635

20238

17591

17966

17354

10657

%

50.3

54.8

51.4

45.9

50.1

66.6

471

Building Societies: An Introduction

Table 2.1

The Retail Deposit Market 1986-92

Lm

8442

8393

16821

21420

17167

6089

5902

Liquid Assets

Banks

33.7

42.7

55.9

47.9

23.4

26.1

National Savings Other
£m Yo £m
2523 10.7 761
2439 9.8 412
1408 3.6 918
~1519 40 831
783 2.2 -66
2174 8.3 425
4992 221 1071

Source: CSO Financial Statistics No 382

Note: The increase in bank share of the retail deposit market over 1988 and 1989 was largely due to the conversion of

the Abbey National into a Bank.

ko

Cha

rt 2.1

Loans For House Purchase

m Other
o Monetary Sector

H Building Societies

Source: CSO Financial Statistics
No. 374, Table 9.4
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Table 2.2

Loans For House Purchase 1980-92

Net Advances

Building Societies Insurance companies & Pension Monetary sector Mise Financial Institutions Other Total
funds
Period £m Y% £Lm % Lm % Lm Y% Lm % Lm

1980 5722 78.0 264 3.6 593 8.1 - 0.0 754 10.3 7333
1981 6331 .66.7 88 0.9 2448 25.8 - 0.0 622 6.6 9489
1982 8147 57.6 6 0.0 5078 35.9 - 0.0 910 6.4 14141
1983 10928 75.2 126 0.9 3531 243 225 1.6 -60 -0.4 14525
1984 14572 85.3 254 15 2043 12.0 445 2.6 207 1.2 17076
1985 14711 77.0 200 1.1 4223 221 425 2.2 -17 -0.1 19117
1986 19072 73.8 173 0.7 4666 18.1 2379 9.2 1,934 7.5 25845
1987 14807 50.6 769 2.6 10112 34.6 3952 135 3,568 12.2 29256
1988 23720 59.1 447 11 10894 27.2 5234 13.0 -184 -0.5 40111
1989 24002 70.5 30 0.1 7169 21.0 2949 8.6 -96 -0.3 34054
1990 24140 72.8 124 0.4 6411 19.3 2900 8.7 -423 -1.3 33152
1991 20927 78.3 -233 -0.9 4803 18.0 2120 7.9 -881 -3.3 26736
1992 13720 74.9 -76 -0.4 6265 34.2 -1113 -6.0 -471 -2.6 18325

Source: CSO Financial Statistics No 374, Table 9.4
Notes: i) The Monetary sector includes the Banks and Trustee Savings Banks

ii) Other - includes local authorities and other public sector.
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The first of the specialist Centralised Lenders was formed in 1985, and this
signalled the entry of new institutions competing on lower management costs
and a funding advantage based on the availability of competitive wholesale

money market rates, compared to retail rates.

As a result, the banks and specialised lenders took nearly 50% of the mortgage
market at the end of 1987. Since then however the market has shifted
substantially in favour of the Building Societies, who in 1989 had 71% of the
mortgage market, helped by the stock market crash at the end of 1987, and

increased wholesale funding costs when compared to retail funds.

2.1 Building Societies: Brief History

The Building Society movement is over 200 years old with the first Building
Society being formed in 1775. By the end of the century between twenty and
fifty had been established, predominantly in the Midlands, Lancashire and
Yorkshire. The oldest society today, the Chesham Building Society, was
established in 1845 and is therefore nearly 150 years old.

The early societies were true mutual building societies as they existed to provide
each member with a house paid for out of their own funds. The members,
generally artisans, numbering not more than twenty, paid an agreed sum
fortnightly or monthly into the funds of the society. When sufficient money
had accumulated land was purchased and the building commenced. Lots were
then drawn to decide the allocation of the houses as they were completed.

Members continued to make regular payments until all the members had been
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housed, then the society was liquidated. Building societies were therefore
originally ’terminating societies’, and at one time there were over 3000 societies

of this type [8].

In the early nineteenth century the first ’permanent’ society was set up. To
speed up the process of building houses some societies began to attract people
willing to invest but who did not want a house, by paying interest to them;
therefore they had to charge interest to those borrowing. By 1895 there were a

total of 2795 building societies in the UK.

By 1932 only 16% of societies were of the ’terminating’ kind, and no new
terminating societies have been formed since 1953. The last terminating society,

the First Salisbury and District, was wound up in March 1980 [9],

The first building society legislation was the Regulation of Benefit Building
Societies Act 18306, giving societies official recognition whilst the first
comprehensive Building Societies Act was enacted in 1874. By the mid-
nineteenth century the average society had grown to about 150 members, and the
trend towards becoming financial institutions continued as many societies
changed to the new ’permanent’ format, offering both savings and lending

facilities.

The main feature of the 1874 Act was to limit the activities of building societies

to building and owning land for the purposes of conducting their business.

At the end of the nineteenth century the largest society in the country, the

Liberator Building Society collapsed in 1892. As a result, in order to strengthen
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the powers of the Chief Registrar another Act was passed in 1894. This act
prohibited some questionable practices such as balloting for mortgages and

second mortgages.

2.2 Building Societies: Recent Trends

The past few years have brought dramatic changes to the building society sector.
Deregulation in the financial services sector has led to an increase in competitive
pressures in their home markets, but building societies have been successful in
regaining and defending their market share from the banks and other financial

institutions (Chart 2.1 page 32).

The building societies are becoming more like banks as they now offer cheque
books, interest bearing current accounts, credit cards, and a wide range of

financial services such as stockbroking and estate agency.

The second largest building society, the Abbey National took advantage of new
legislation in 1989 and changed its status to become a bank. It is now regulated
by the Bank of England. To date this is the only society to convert to a Public

Limited Company (PLC).

Over the last few years a number of trends have become apparent in the building
society industry. These include;
An increase in the rate of decline in the number of building
societies

Increasing concentration of assets amongst the largest societies,
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Increased merger activity, and

Changes in the branch network

2.2.1 The Rate of Decline

The rate of decline of the number of building societies since 1900 is illustrated by
Table 2.3. This rate decreased markedly around 1940 as the terminating societies
became less important. However, since 1960 the rate of decline has accelerated

due to an increase in merger activity.

Table 2.3

Building Societies: Rate of Decline (Nos.)

1900 - 1990.
Decade Annual Rate of Decline
(Number of Societies)
1900-10 2.8
1910-20 3.0
1920-30 2.1
1930-40 0.7
1940-50 1.5
1950-60 1.2
1960-70 4.0
1970-80 55
1980-90 9.7
1990-92 135

Source: BSA Bulletin No.52, Oct 1990 & Directory of Members Nov 1992
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The rate of decline has sharply accelerated during the last decade, when the
annual rate of decline accelerated to 9.7% from 5.5%, and since 1990 has
increased to 13.5% peaking at 20% in 1992. As a result the number of societies

has declined from 273 in 1981 to only 88 by October 1992.

2.2.2 Concentration of Assets

This merger activity has caused a concentration of assets in the industry. It is
clear from Table 2.4 that the top twenty societies have increased their market

share from 62% in 1950 to 92% of total industry assets by 1991.

Table 2.4

Concentration (Percent) of Total Assets 1950-1991

Year 1to 10 1to 20 All Societies Total fm
1950 48.9 62.5 1256
1955 51.9 64.5 2065
1960 56.9 68.6 3166
1965 61.3 73.7 5532
1970 64.3 77.4 10819
1975 68.2 82.3 24204
1980 71.1 84.4 53793
1985 76.4 88.6 120763
1990 79.9 91.2 216848
1991 81.0 92.5 243980

Source: BSC Annual Reports 89-90 & 91-92.
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Hawever, this concentration of assets is not entirely due 1o merger activity, as
betore 1985 the largest five building societies were not involved in mergers. They
managed to increase their share of assets from 37% to 37% berween 1950 and
1985, due to organic growih of assets. Larger societics tend to have a faster
growth rate because the marker share of a firm increases faster than the

proporional increase in the size of the firm [10].
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2.2.3 Merger Activity

The intensification of competitive pressures led to a huge increase in the merger
activity among the large building societies. By the end of 1985 significant
mergers such as the merger between the Alliance (9th largest) with the Leicester
(10th largest) formed the Alliance and Leicester, which then became the fourth

largest building society.

Since 1990 there has been intense merger activity in the building society industry
with a number of small societies deciding to merge with larger societies. At the
start of 1990 there were 126 societies, this declined rapidly during the following
18 months to just 110. By October 1992 there were only 88 societies left on the

register of the Building Societies Association [11], [12].

2.2.4 Changes in the Branch Network

The decline in the number of building societies was accompanied by a rapid
increase in the total number of branches in the building society industry. The
number of building society branches increased from 2016 in 1970 to 5684 in
1980, primarily because this was the main means of competition whilst the
interest rate cartel was in operation. However, the demise of the cartel,
intensifying competition and the need for operating efficiency, has reversed the
rate of branch expansion. During 1989-91 the branch networks were
rationalised, and as indicated in Table 2.5, the total number of branches actually

tell by 315 branches [13].
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In terms of branch networks there are five very large societies with substantial
branch networks throughout the UK, these are followed by a further nine which
have significant representation in most regions. These in turn, are followed by a

number of regional and local societies, with some operating from a single office.

Chart 2.3

Building Societies: By Branch Networks

Oto 10 1 to50 51 to 100 101 to 200 201to300 over300

Number of Branches
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Note from the above chart that half of the societies have less than ten branches,

and nearly 20% of the industry has only branch.

When compared to the banks, the building societies have a smaller branch
network per customer. The Halifax has only 734 branches for its 11 million
customers, in contrast Barclays has 2496 branches serving only 7 million
customers and National Westminster Bank has 6.5 million customers and 2683
branches, though there has also been a steady decline in the bank branch
network throughout the last decade. This decline was especially marked in 1991

when there was a fall of nearly 18% in the number of bank branches (Table 2.5).

Table 2.5

Building Society and Bank Branch Networks

Year Building Societies Banks
Number Ann. % Change Number Ann. % Change 1
1981 6162 8.4 14738 -0.1
1983 6643 25 14487 -1.2
1985 6926 1.6 14294 -0.5
198/ 6962 0.1 13828 1.3
1989 6236 9.8 14110 2.8
1991 5921 -2.1 11110 -17.9
Notes: 1. Abbey National figures included in Building Societies only up to 1988.

2. Girobank (now owned by a Building Society) figures not included.

Source: Annual Abstracts of Banking Statistics, Vols 8 & 9, B A, London.

Building society branches also tend to be smaller than the banks’ purpose built
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buildings, and most are converted shop premises giving the societies an

operational advantage over the banks.

Societies also obtain business through agents, typically estate agents, insurance
brokers, accountants and solicitors. For some, particularly the smaller regional
and local societies nearly 80% of their mortgage business is obtained through
these sources. In recognition of this, and in response to the acquisition of estate
agency networks by the banks, societies such as the Halifax and the Nationwide

Anglia acquired large estate agency chains and Insurance brokerages.

2.3 The UK Regulatory Environment

The history of the regulation of financial services up to the early 1980’s was
generally one of restrictions placed upon the range of products offered by firms,

and were intended to offer some degree of protection to consumers.

In 1986 the regulatory environment moved from institution based towards a
more market based regulatory environment, by the introduction of a number of
new regulations. This new system of regulation was based upon the Building
Societies Act 1986, and the Financial Services Act 1986. The importance of these
two acts has been identified by Thwaites [14] and Watkins [15] and is also
commented on below. Additionally, the system of trading (Big Bang) on the

Stock Exchange was changed in October 1986.

2.3.1 The Building Societies Act
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The Building Societies Act 1986 lifted many of the restrictions on building

societies enabling them to compete more effectively in the market [16].

The 1986 Building Societies Act received the Royal Assent on 25 July 1986 and
most of its provisions came into effect on 1January 1987. This represented the

first major revision of the legislation governing the building societies since the

1962 Building Societies Act.

Under the new legislation the principal purpose of building societies is that of
raising funds, primarily from members, for making advances to members for
their residential use. This relaxation of the regulations enabled the building
societies to lend for purposes other than on a first mortgage secured on
residential property, and to raise funds other than through membership based
retail deposits. It also enabled building societies to provide a wide range of new

services from which they were previously prohibited.

These new powers included:

- Money transmission services

- Foreign exchange facilities

- Management of mortgage instruments
- Provision of credit to individuals

- Management of unit trust schemes

- Provision of insurance

- Provision of advice on insurance

- Estate agency services

- Conveyancing
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In general, building societies are now able to provide a full range of personal
banking and financial services. However, they are still unable to undertake

corporate banking activities such as lending unsecured to corporate bodies.

Many societies have taken advantage of these new powers. One of the first was
the Nationwide, which launched a interest paying current account called
FlexAccount’” in May 1987. It now has over a million ’FlexAccount’ holders,

and is now a major competitor in this traditionally banking service.

Other societies acquired estate agency networks, insurance services and networks.
In September 1992, a Datamonitor survey found that the Norwich and
Peterborough Building Society was the most diversified building society in the

UK [17], providing a wide range of services including stockbroking.

The Act also made significant new provisions in respect to mergers. For the first
time borrowers were given voting rights on proposed mergers, and it included a
provision for societies to convert themselves into public limited companies, or
transfer to an existing company. Thus, it became possible for the business of a

building society to be taken over by a company.

The Abbey National Building Society was the first, and so far only, society to
convert itself in 1989 to a public company operating as a bank under the

supervision of the Bank of England.
Despite the relaxation of the regulations contained in the Act, increased

competition in the personal financial services sector still left the building societies

at a competitive disadvantage in relation to the banks [18]. In recognition of
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this the Act was reviewed in late 1987, increasing the limits on unsecured lending
and enabling societies to offer a wider range of banking and housing related

services.

Building societies were also allowed to become involved in the operation of life
and general insurance companies, though their involvement in general insurance
companies was limited to 15%. As a consequence, the Britannia Building Society
became the first building society to acquire a Life Insurance company, when it
acquired F.S Assurance, a mutual life insurance company in 1989. In 1992

Britannia Life contributed nearly a third of the societies earned profits [19].

The restriction limiting building societies to a maximum 15% share of non-life
insurance companies was relaxed in April 1993 [20], giving building societies

the power to set up Mortgage Indemnity Insurance Bodies. These are captive
insurance companies used to provide mortgage indemnity insurance. In future
building societies will therefore be able to exploit the same advantages identified
by the Abbey National when it established its captive insurer ’Carfax Insurance’

in April 1993 [21].

2.3.2 The Financial Services Act

The Financial Services Act (FSA) received the Royal Assent in November 1986,

and the main provisions came into effect on the 29th April 1988.

The purpose of the Financial Services Act is to define and regulate ’investment’

business, and to promote competition in the investment industry. The Act
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applies only to investment business and therefore excludes general insurance,
short term deposits, mortgages, loans, and Personal Equity Plans. Its primary
aim is to provide investor protection across a whole range of financial

institutions involved in ’investment business’.

Under the FSA an individual or company transacting investment business has to
be authorised by an appropriate Self Regulating Organisation, a Recognised

Professional Body, or directly by the Securities and Investment Board.

2.3.3 The FSA: Implications

The mainstream business of the building societies, retail deposits and mortgage
lending, is excluded from the Financial Services Act but there are a number of

areas of building society activity that do fall within the Act. These include;

- Endowment Assurance
- Personal Pensions
- Wholesale Instruments

- Staff Pension Schemes.

Of these, as long as the society is not seen to be dealing in wholesale

instruments, they are in practice, exempt from that provision of the Act.
There are therefore a number of issues arising from the FSA that have

implications for building societies in the way that they can market their services.

These are:

47



Building Societies: An Introduction

- Polarisation
- Best Advice and Best Execution and,

- Advertising

Polarisation: This is a key feature of the FSA. Intermediaries who advise on
investments have to conform to one of two categories; ‘Independent’ or "Tied’.
Tied representatives are restricted to selling the products of one company only,

and must advise their customers of this fact.

All the clearing banks have now opted for tied status for their branches, the last
to do so was the National Westminster Bank which announced in 1991 its
decision to abandon its independent status. It is now tied to its subsidiary
NatWest Life which commenced business in January 1993. However, all the
clearing banks also own insurance broking subsidiaries which offer independent

advice.

Of all the building societies only eleven have adopted independent intermediary
status [22], Of the top 10 building societies, only the Bradford and Bingley is
independent. However, the others in the top 10 also have subsidiaries with
independent status, thus like the banks, in practice providing both tied and

independent financial advice.

Best Advice and Best Execution:
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All financial advisers dealing with investment products are required to give

customers best advice on the type of investment best suited to their needs.

A Tied Financial Adviser is therefore required to select the most suited
investment product from the entire product range of his employer. An
Independent Financial Adviser must select the most suitable product in the entire
market. All advisers must be able to prove (up to five years later) that they had

provided ’best advice’.

The provision of such rigorous requirements is intended to prevent financial
advisers from simply selecting the most remunerative product from available

product portfolios, and thus protect the interests of the customer.

Advertising:

The Securities and Investment Board rules on advertising cover all media and
even extends to direct mail. It stipulates that no individual other than authorised
personnel may issue an investment advertisement. Fach investment firm must

therefore appoint a registered individual to approve advertisements.

All advertisements must be a fair representation of the financial product, and fall
into a number of specified categories. Each category has different minimum
requirements in respect of the amount and type of information that must be
provided to the customer. Thus, all building societies advertising investment

products would have to appoint a registered individual.
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2.3.4 Other UK Legislation

Other legislation may be relevant to building societies and their competitors, in
articular new legislation may introduce new products or alter the comparative
g y p

advantages or conditions attached to one product when compared to another.

The Finance Acts are important in the UK in introducing new products or
affecting the comparative advantages of products. In 1984, Life Assurance
Premium Relief (LAPR) was abolished and more recently, Personal Equity Plans
(PEPs) were introduced by the 1986 Act. PEPs established themselves rapidly as
an essential element of marketing strategy with most building societies. Similarly
the introduction of Tax Exempt Savings Schemes (TESSAs) and the concept of
independent taxation in the 1989 Act, has had considerable influence on the

product portfolios of all building societies.

The November 1993 Budget includes proposals to reduce mortgage interest relief.

This will affect societies with small average mortgages.

2.4 European Union Regulation

The creation of a free flow of capital and trade in financial services is one of the

aims of the European Union trying to create a single internal market.

Thus, other than Greece, Ireland, Portugal and Spain, all European Union

member states were required to allow the free flow of capital by July 1990.

The free flow of trade in financial services is based upon a neutrality of buying a
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service from a domestic or a foreign institution. The foreign institution may
supply the product either directly or via local branch network. Thus, once a
provider has been authorised, it would also be licensed to be able to operate in

all other European Union countries.

However, there is a distinction to be made between licensing rules and operating
rules. Institutions though enabled to operate anywhere in the European Union
may face difficulties in operating in European Union markets because of a
diversity of operating regulations. For instance, a building society in the UK
usually lends money for house purchase on variable rate mortgages, this would

be impossible in Belgium as variable mortgage rates are illegal.

It is clear that as markets in the European Union become more integrated, UK
building societies will be presented with both the opportunity of a wider market,
and a threat from new foreign players entering their home markets.

The impact of these directives are therefore important to the building societies
industry and is discussed in greater detail below.

2.4.1 The European Directives

The 1986 Single European Act established the objective of achieving the

liberation of capital, and this directive was adopted in November 1986.

Further progress was made by the issue of the draft Second Banking

Coordination Directive in January 1988. This established two principles:
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- The home country of an institution would be responsible for regulation

and supervision and,

- There would be mutual recognition by all member governments of each
others regulatory arrangements. However, the host authorities would
remain responsible for the regulation and supervision of subsidiaries and

branches of non European Union country institutions.

The stated aim of the directive is to create ’a truly internal market in banking in
which any credit institution authorised by a member state will be able to
establish branches and to offer its services freely through out the European

Union’.

A central element of the Second Banking Directive is therefore the concept of a
single banking licence. The core banking services which institutions will be able
to undertake are listed and include deposit taking, lending, money transmission,
securities business, and portfolio management. For services that are not listed
host country authorization would be necessary. Thus, financial institutions
wishing to operate internationally in the Union are freed from the principle of

host country authorization.
The Investment Services Directive allows investment firms to provide their
services throughout the European Union without being required to obtain

authorization from the relevant host country.

The mortgage markets still have problems in terms of liberalisation, as the free

trade in mortgages requires a degree of tax harmonisation which is not yet in
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place and not likely to be for some time [23]. Although building societies

and centralised lenders are already classified as credit institutions under the
Second Banking Directive, it is not clear whether they require their own set of
rules to govern mortgage lending. Without a specific set of regulations governing
their activities such organisations may lose the opportunity to sell at a European
Union level unless they obtain separate approval from each individual member

state [24].

2.4.2 The Implications

The creation of a single market in finance creates opportunities for all credit
institutions. As a result the competitive environment has intensified after 1992,
as institutions from other European Union countries becoming free to enter the

UK market and competing for a whole range of financial services.

The implications of liberalisation in the financial services sector are wide ranging,
affecting not only the industry and its various groupings, but also the pattern of
policy making at a macro level eg the effect of price equalisation across the
European Union and the fall in the costs of many financial services [25]. For
the suppliers of financial services, the Single Market programme constitutes an
important change in the marketing environment and demands a strategic

response.
Building Societies would have to operate in the European Union on the basis of

UK regulations, which place a number of restrictions upon them, putting them

at a disadvantage as these restrictions do not apply to their competitors. The
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1986 Building Societies Act specifies that building societies may not operate
directly in other European Union countries, without the specific approval of the
Treasury, although they may make advances secured upon land outside the UK.
Thus, building societies may only operate in the Union via a subsidiary or

associated body as indicated in section 18 [20] of the Act:

A building society may invest in or support "bodies formed in another
member state for the purpose of carrying on in another member state
businesses which consist wholly or mainly in lending money on the
security of land and do not include lending on land in the UK".

However restrictions are placed upon societies as;

- only those societies with assets over £100m commercial assets have the

power to invest in subsidiaries,

- it does not allow societies to provide a full range of retail financial
services as the business of the subsidiary must be wholly or mainly

secured upon land, and

- the Act specifies that any investment in subsidiaries should count

towards Class 3 Assets, which is set at 5% of commercial assets.

Thus, the societies are restricted in both the range and extent of their
diversification into Europe. In contrast, mutual banks in Europe will be able to
extend their business in the UK and operate with much greater comparative

freedom.
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Current regulation in the UK would therefore prevents building societies from
capitalising on the opportunities presented by the single European market, whilst
they will also see the intensification of competition in their domestic retail

financial services market.
As building societies are having to operate in an increasingly competitive market

place, the following chapter will provide an introduction to their main

competitors; the banks, insurance companies and the centralised lenders.
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Chapter Three

Building Society Competitors.

3.0 Building Society Competitors: Introduction

In order to gain a better understanding of the wider competitive environment in
which building societies operate, this chapter will outline the UK personal
financial services environment and the factors driving the process of change. It
will also identify and provide an insight to the main competitors in both the

retail savings and mortgage markets.

3.1 Background

Financial institutions in the United Kingdom were first established in the
sixteenth century. These were banks which served the needs of manufacturers
and the wealthy. The Trustee Savings Banks and the Post Office Savings Bank

were established much later in the nineteenth century.

The late 1980’s were a turbulent period for the financial services sector in the
UK. There have been a number of changes in the structure of this sector

brought about by the erosion of traditional boundaries of the competing sectors.
This is best illustrated by the acquisition of insurance companies by both the

banks (eg Lloyds Bank - Abbey Life) and building societies (eg Britannia B S - 'S

Assurance). Even some of the major stores groups such as Marks & Spencer (in-
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house unit trusts) and Burton (Mortgages and Insurance) have also moved into

retail financial services [11-

In particular, the UK mortgage market was transformed into a highly
competitive sector within the financial services markets following extensive

deregulation since 1979 and an influx of new players.

Thus there have been a number of developments which had a dramatic impact
on the environment in which the financial services organisations and the building
societies compete. Some of these developments have been identified and their
possible implications have been examined by a number of authors including

Lewis [2], Wright [3] and Middleton [4].

The most important developments can be grouped into three main areas;

1) Deregulation

1i) Technology

1i1) Consumer awareness

These changes in the competitive environment of the financial services sector are

forcing a change in attitude towards marketing as both a function and a business

philosophy [3].

3.1.1 Deregulation

Changing legislation and the global trend toward deregulation has had

considerable impact on competition. Brooks [6] found that the primary force
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in driving change in the United States banking industry was deregulation, thus

allowing for increased competition. Since 1979 the UK financial services industry

has been subjected to extensive deregulation and as a result has been radically

affected by these changes. The impact of these regulatory changes on building

societies has already been discussed in the previous chapter. A summary of key

financial deregulation measures since 1979 is set out in Table 3.1 below.

Year

1979

1980

1981

1982

1983

1987

1988

1989

1991

Table 3.1
Key Financial Deregulation Measures: A Summary

1979-1991.
Deregulatory Measure

Abolition of foreign exchange measures.

Relaxation of government controls over BSA rates.
Abolition of the Supplementary Special Deposits Scheme (the Corset). *

Abolition of the Minimum Lending Rate.

Abolition of the banks’ reserve asset ratio

Reductions in the banks cash ratio (from 1.5% to 0.5%)

Greater freedom for building societies to compete for retail deposits.

Ending of the BSA mortgage rate cartel.
Abolition of remaining hire purchase controls.

Further relaxation of controls over the building societies (access to wholesale funds,
sterling eurobond markets).

Banks’ cash ratio reduced to 0.45%.

Building Societies Act (1986) comes into force.

Banking Act (1987) comes into force.

Further relaxation of controls on building societies (wholesale funds, issue of subordinated
debt, provision of banking, investment, and insurance services).

Financial Service Act (1986) comes into force.
Banks and building societies issue sterling commercial paper.

Banks’ cash ratio reduced to 0.4%.

Building societies permitted to issue Permanent Interest Bearing Shares (PIBS). j

Source: Treasury Bulletin, Autumn 1991, p 18-20.
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Of all these financial deregulation measures, the most important are the Building
Societies Act 1986, the Financial Services Act 1986, and the Banking Act 1987
which have together combined to remove many barriers to entry and have

allowed different competitors to compete on more equal terms.

Of these, the impact of the Financial Services Act is the single most important

factor in terms of distribution strategies.

3.1.2 Technology

Technology is one of the key issues in the strategic marketing of financial
institutions as recent technological developments have changed the basis of

money transmission services and product distribution patterns.

The impact of technology on transmission systems is best illustrated by the
introduction of the ’Debit Card’ which acts as an electronic cheque book. In
less than five years the cards are now used more than two million times each day
[7]. As a result, it is expected that the number of cheques will drop 40% in

the next decade. As well as paying for grocery purchases, some stores like Tesco
and Sainsbury allow debit card users to draw cash, providing an alternative to an

ATM or a branch visit.

Deregulation and technological advances have also made it possible to buy and

sell unit trusts from a building society through an ATM [8].

In terms of distribution, technology has enabled carefully targeted cross selling
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activity based upon the information available to banks and building societies on

their customer databases.

Currently the average bank customer buys less than 1.5 products from his bank
during his life [9]. This is set to change dramatically as the average bank

begins to exploit the vast store of customer information in its records.

In addition, automation has enabled many retail financial institutions to
distribute their products by providing electronic banking to their customers,
delivering a blend of account information, funds transfer, and bill payment
facilities over the telephone. Three banks, Midland, Girobank and TSB and a
number of building societies, now offer direct branchless banking, where
customers telephone and speak to special banking centres offering a complete

range of banking products.

It can be noted from the following table that over twelve financial institutions

now provide electronic home banking services.
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Table 3.2

Electronic Home Banking Providers 1991

Banks Service Name
NatWest ActionLine
Girobank Dialog
TSB Speedlink
Bank of Scotland HOBS
Clydesdale Telebank
Royal Bank of Scotland Phoneline

Building Societies

( Alliance & Leicester CashPlus
Halifax Maxim
National & Provincial MAX
Nationwide Anglia FlexAccount
Northern Rock Home Banking
Nottingham Homelink

Note: Giro Bank is now owned by a Building Society.

Source: Banking World Jan 1991.

This integration of computer based services together with self-service, offers
considerable savings in transaction costs. These are a significant component of

the production cost of most financial services.
Opverall, Financial services are therefore undergoing rapid technological change.

This is breaking down barriers between institutions and leading to increased

competition between them with the generation of new and newly re-packaged
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products.

This is because technology is able to establish or remove entry barriers. New
players using up-to-date technology gain competitive advantage due to reduced

information processing costs [10].

In this environment success depends on the ability of organisations to integrate
technology and marketing functions [11]. New players using custom

designed systems are better able to exploit marketing opportunities offered by
the latest technological advances. Existing players are disadvantaged as they are
more likely to have older more inflexible computer systems, geared to securing
operational benefits and are therefore less helpful in exploiting marketing

opportunities.

In conclusion, financial services is becoming the most automated of all the

service industries and the manifestations of the technology are readily apparent.
However, the building societies have been slower than banks to introduce new
technology but since the mid-1980’s have progressed rapidly, and are beginning

to challenge the banks as evidenced in Table 3.2.

3.1.3 Consumer awareness

Consumer attitudes in the 1990’s have changed due to the rapid inflation in the

1970’s, increasing advertising and media interest in financial services products
b b

and the spread of private stockmarket shareholdings [12].

Consumer attitudes towards saving, spending and borrowing have changed to
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broader and longer financial horizons. In addition, modified social traditions and
values have made credit and borrowing more socially acceptable [13]. Thus,

in the last decade the financial services sector has had to deal with a more
knowledgeable and increasingly demanding customer. In all segments, customers
have developed a more sophisticated purchasing behaviour. For instance, more
people than ever before have accounts at banks and building societies, and credit

cards are held by over a third of the UK’s adult population [14].

These changes have placed increasing pressure on the industry to adapt its
operating and marketing practices accordingly. Financial Institutions have
responded by introducing new types of accounts, by launching different types of
credit cards, and adapting to new customer lifestyles by, for example, extending

operating hours.

Financial institutions are also reviewing their focus on service quality, to better
match customer expectations. Most financial institutions have begun to
appreciate that a strategic advantage can be gained by fulfilling these service

expectations [15].

Marketing practices are therefore becoming more important [16] as market
research [17], market segmentation [18] and branding [19] become

more essential. Financial institutions are therefore having to cultivate more
effective marketing departments, primarily as a defensive mechanism.

3.2 Competitors: Banks

There are over 518 banks operating in the UK [20], an increase of 460% since
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1950.

Generally, retail banks can be divided as follows:

- the clearing banks; These are the eight main participants of the cheque
clearing system in the UK, and handle the cheque clearing for non-
participants.  The banks are; Bank of Scotland, Barclays, Lloyds, Midland,
National Westminster, Royal Bank of Scotland, Standard Chartered, and TSB.

- Other retail banks; This group comprises of those retail banks not included
in the clearing system. They comprise of; Co-Operative Bank, Clydesdale
Bank (ANZ), National Bank (National Australia Bank), Ulster Bank
(NatWest), Yorkshire Bank (NAB), National Giro Bank, and Abbey National.

- Up Market Retail Banks; This is a small group of mainly long established
banks. The main Banks are; Coutts (NatWest), Child & Co (RBS),
Drummonds (RBS), Holts (RBS).

- Foreign Banks; Most foreign banks are active in the corporate and
international business areas, but some provide retail services to meet the
special requirements of some groups; such as the Irish, Arab, and Pakistani

banks. Other foreign banks such as Citibank and Westpac also provide retail

services.

3.2.1 Branch Networks

Many of the major UK clearing banks grew out of a number of mergers which
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resulted in the duplication of branches. This has led to the banks having very
high branch/customer ratios. Barclays for instance has 2496 branches for 7m

Customers, whilst National Westminster Bank has 2683 branches for only 6.5m

customers.
Table 3.3
Major Bank Branches 1991
National Westminster 2,683
Barclays 2,496
Lloyds 1,929
Midland 1,824
TSB 1,399
Royal Bank of Scotland 805
Abbey National 683
Bank of Scotland 502
Clydesdale 346
Yorkshire 261
Co-operative Bank 107

Source: British Bankers Association 1992

In an attempt to reduce duplication of branches, over 2300 bank branches were
closed in the decade up to 1991, and this overall consolidation in branch

numbers is continuing.

As part of this rationalisation process the banks have been trying to separate

their corporate business from personal business. Midland Bank now has 65
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corporate banking centres specifically designed for corporate customers with
incomes over /5 million, whilst smaller corporate customers are dealt with by
120 large area offices. The rest of the network comprising of over 1700 branches

are therefore reserved for the exclusive use of personal customers [21].

3.2.2 Bank Services

The retail banks offer a wide range of services to their personal customers in
every field of financial services. Competition between banks and competition
from building societies has contributed to the process. The typical range of
accounts includes; current accounts, high interest cheque accounts, deposit
accounts, savings accounts, investment accounts, money market accounts, and

special accounts for students and children.

Many have segmented and branded their account ranges to attract specific target
customers. The Midland offers the Vector, Meridian and Orchard accounts
targeted specifically at different customer segments. In early 1990 the Midland
was the first bank to introduce a 24 hour telephone banking service called

’Firstdirect’.

A major recent development has been the development of interest paying current
account facilities, as the direct result of competition from the building societies

(Nationwide Anglia FlexAccount).

These interest bearing current accounts have been very successful with 35% of all
adults with a bank cheque book having such an account, whilst only 62% of all

adults have current accounts with a cheque book [22]. These services appeal
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to different customer segments as indicated in Table 3.4 below.

Table 3.4

Bank Services 1989

% of sample holding AB Cl C2 DE TOTAL
Cash card 51 49 41 22 38
Deposit/Savings a/c 41 41 38 29 36
Interest baring c/a 46 41 34 25 35
Credit card 57 47 31 15 34
Personal/Bridging Loan 12 8 6 3 7
Mortgage 7 6 4 2 4

Source: Euromonitor

Consumer saving and borrowing:

Saving and borrowing may be regarded as two interrelated aspects of consumer
behaviour. The personal savings ratio i.e. the proportion of total disposable
income which is not spent by the consumer, comprises of two elements -

discretionary saving and the contractual saving.
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Chart 3.1
The Retail Deposit Market
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Discretionary saving includes the liquid assets held in the banks and building
societies, post offices government stock etc. Contractual savings include forms
such as pensions life assurance and superannuation fund contributions - over
which the customer has little control. These schemes account for half of all
consumer saving. Of the remainder the building societies attract nearly 50% and
the clearing banks 30% (Chart 3.1), the rest being National Savings schemes.
Thus the banks and the building societies are engaged in competing on both sides

of the balance sheet for customers.

3.3 Competitors: The Insurance Sector
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Insurance is one of the UK’s largest industries, and the second most important

invisibles exporter.

The insurance industry is made up of five sectors:

- Insurance companies
- Insurance Brokers

- Lloyds of London

- Reinsurance

- Loss adjusters

Of these only the insurance companies and the brokers are active in the retail

financial services market, and are seen as competitors to the building societies.

Insurance Companies:

The UK consumer market for insurance is usually divided into the Life and the

General insurance companies. The largest insurance companies are active in both

markets and are called composites.

The General or non-life sector can be split into property and contents, motor,

and personal sectors.
The property sector comprises of structural and home contents insurance. It is

the largest single sector in terms of ownership. The mortgage lenders dominate

the distribution channels for this type of insurance.
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The Motor insurance sector is highly price sensitive and often regarded by

customers as a ’distress’ purchase as it is mandatory.

The personal sector includes the two main forms of medical insurance;

Permanent Health Insurance and Private Medical Insurance.

Insurance companies are active competitors of the building societies for both
savings and mortgage products. The insurance companies are major competitors
in the savings sector because most life insurance products have built in
contractual savings elements, often providing considerable tax advantages for the

custometr.

The insurance companies and their pension funds are also active in making
advances on property, usually secured by way of a mortgage and a life policy.
However, insurance companies are not regarded by the building societies as
major competitors as they have less than 3% of the mortgage market. However,
it should be noted that their tied agent networks are a major source of mortgage

business for the building societies.

Insurance Brokers:

The insurance brokers provide an advisory service to those who wish to purchase
insurance, and are responsible for placing the business with the insurance
companies. As mortgages have a significant insurance requirement in terms of
property insurance and life insurance, these brokers can be significant introducers
of mortgage business. Building societies therefore make considerable effort to

cultivate their insurance broker contacts to maximise their mortgage business.
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3.4 Competitors: Centralised Lenders

Centralised Lenders are specialist companies set up to provide mortgages. They
are relatively new entrants in the mortgage market taking advantage of the
insurance broker networks for mortgage introductions and anomalies in

wholesale lending rates to compete with the building societies.

The first of these new players, the Household Mortgage Corporation, became a
public listed company in October 1985, obtaining its initial funding from bank

borrowing.

By November 1991 there were 16 centralised lenders competing with the
traditional mortgage lenders, their numbers having being reduced by the
withdrawal of a number of players such as CIBC, Mortgage Express and Bretton

Financial Services.

The Centralised Lenders have in the past led the market with innovative and
comprehensive products [23]. Few of these companies have high street
branches, preferring to centralise their operations and using intermediaries and
life offices to sell their products. Most sell through a large number of life
companies (eg BNP has a panel of 13 life offices), whilst others sell through any

intermediary.

Intermediaries gain from the commissions earned from selling endowments and
other related policies. As the centralised lender only offers mortgage products
there is little danger of the company stealing clients from the introducers

through the cross selling of life and insurance products.
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Building Societies fund the bulk of their mortgage lending through retail
deposits, but centralised lenders borrow money from the wholesale money
markets and then securitise the mortgages, providing additional funds for
mortgage lending. The relative costs of retail deposits and money markets is a

significant competitive factor.

3.5 Building Society Alliances

The Financial Services Act (1986) came into force in 1988, with the primary aim
of providing investor protection across a range of financial institutions providing
investment products. Though the mainstream business of the building societies
was excluded from the Act, societies were forced to review their relationships
with the insurance industry. Polarisation was one of the key features of the Act.
Intermediaries acting on behalf of institutions like insurance companies selling
investment products, were required to conform to one of two categories; Tied or
Independent. Tied representatives are restricted to selling the products of one
company only, and must advise their customers of this fact. Thus the building
societies and banks were forced to choose between Tied or Independent status.
Most societies decided to opt for tied status, only one society in the top ten is
independent. The Bradford and Bingley the eighth largest building society, is the

biggest society to remain independent.
This relationship between the product provider and a distributor has developed

rapidly to the stage where banks or building societies and their insurance

partners have started to fully integrate their operations. This phenomenon is
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common in Europe and has been described as 'Bancassurance’. In France about
40% of all new Life insurance premiums are generated by the retail banks. In
the UK the major banks have set up joint ventures to strengthen their

relationships with insurance providers.

In response, Building Societies like the Woolwich have also set up joint ventures

to secure their competitive positions in relation to the banks.

The following table illustrates some of the arrangements between the banks,

building societies and insurance companies.

Table 3.5
Banks Building Socicties and Insurance Companies

Ties and Joint Ventures

Bank/Society Arrangement
Abbey National Owns Scottish Mutual
Alliance & Leicester Tie with Scottish Amicable
Bank of Scotland Tie with Standard Life
Birmingham & Midshires Tie with Sun Life
Bristol & West Tie with Eagle Star
Cheltenham & Gloucester Tie with Legal & General
Halifax Tie with Standard Life
Lloyds Bank Joint venture with Abbey Life
Midland Bank Joint venture with Commercial Union
Natwest Bank Joint venture with Clerical & Medical
Woolwich Joint venture with Sun Alliance

Source: Money Marketing, October 8 1992.
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The developing relationship between the building societies and the insurance
companies is best illustrated by the Woolwich building society. Initially tied
with the Sun Alliance, it formed Woolwich Life in October 1990, a joint venture

company 51% owned by the Woolwich and the rest owned by Sun Alliance

[24].

The development of stronger ties and alliances with the insurance industry has
speeded up the breaking down of the barriers between institutions and has led to

increased competition from players with a wider range of products.

Following the introduction to building societies and their major competitors in
the financial service market, the following chapter will provide an introduction
to some of the characteristics of Services and Services Marketing. It will also

identify the importance of services to the national economy.
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Chapter Four

Service Marketing

4.0 Services : Introduction & Definitions.

Building societies compete in the personal financial services markets, it is
therefore important to understand the characteristics of services and service
marketing. This chapter will provide an insight to the characteristics of services,
and discuss the question whether goods marketing is different to service

marketing.

A classification framework for services is also presented, as this analysis provides

strategic insights and highlights the characteristics that services have in common.

In addition, this chapter will also try to establish the importance of services in

the context of the national economy.

Definitions:

Berry [1] described a service as a "deed, act or performance" and Blois [2]

defined a service as "an activity offered for sale which yields benefits and

satisfactions without leading to a physical change in the form of a good". Later

Kotler [3] defined services along similar lines, as;
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"any activity or benefit that one party can offer to another that is essentially
intangible and does not result in the ownership of anything; its production
may or may not be tied to a physical product".

Thus, the production of a service may require the use of tangible goods, but,

when used, there is no transfer of title of the tangible goods.

Services are essentially physically intangible in nature, and this characteristic is
central to a variety of alternative definitions in the literature. Rathmell [4]
defined services as any intangible products that are bought or sold in the
marketplace. His preposition is that "Goods are produced, services atre

performed".

Characteristically, a service is produced in a process which is simultaneously, the
service and the output of the production process, and therefore it cannot be
separated from the process itself. This entire process usually takes place in the

presence and with the cooperation of the consumer.

In the literature a number of different approaches have therefore been taken in
trying to define a service. Broadly they could be divided into three groups;
illustrative (e.g. Blois), by characteristics (e.g. Kotler), and by listing different

types of services (e.g. Stanton [5], and Converse [6]).

These listing approaches have the drawback of becoming outdated rapidly either
because new types of services appear, or by service innovation. For instance
Converse lists insurance services and investment services separately, but
development in the UK of new forms of insurance (such as Linked Unit Trusts)

now provide both insurance cover and investment opportunities. The definitions
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based on the characteristics of services, are also attracting considerable comment,

because the goods/setvices debate still has to be resolved.

4.1 Characteristics of Services

In most of the above approaches, services are distinguished from goods by the

following characteristics;

(@ Intangibility
(b) Inseparability
(0 Heterogeneity
(d) Perishability
(e Ownership

4.1.1 Intangibility

Intangibility means that the buyer having purchased a service comes away empty
handed. Whilst a good can be handled and inspected, a service cannot, because a
good is produced whilst a service is performed. This is the trait that has been
described as the fundamental distinguishing characteristic of services, and is the
main reason for the differences between marketing goods and services [7]

b

[8]. It has been described as the only characteristic common to all services.
A service is therefore ephemeral, and its qualities derive from its performance

and not from its physical characteristics. As a result, Zeithaml [9] argues that

in evaluating a service the consumer has to rely on the ’experience’ and
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‘credence’ qualities of the product, rather than the ’search’ qualities.

He identified ’search’ qualities as those attributes that the consumer can see,
touch or feel prior to purchase. ’Experience’ qualities are attributes such as taste,
that can only be discerned after purchase or during consumption. ’Credence’
qualities are attributes that consumers may find impossible to evaluate even after
purchase and consumption (eg. a doctors diagnosis), perhaps because they do not

have the knowledge or skill to do so.

The development of cues such as brand names and image for services is therefore

important in marketing services [10].

4.1.2 Inseparability

The inability to separate the service from the seller, and similarly separate its
production from consumption is characteristic of services. This is because the
service is consumed whilst it is being performed and the consumer usually

participates and cooperates in the production process [11], [12], [13].

Typically in manufacturing, there is a sequential process; the goods are first
produced, then sold and then consumed. However, in services this sequence of
events is reversed. The sale must be made before the service is
produced/petformed and simultaneously consumed. The service firm employees
are therefore both production workers and salesmen. Consequently, the service

has to be marketed and sold before the customer has had any experience of it.

In services, customer contact personnel are the key people in the organisation
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[14]. In order to ensure the quality of service delivered there is a need to

manage the service encounter, and this in turn generates a greater need for
internal marketing [15]. Every service encounter needs to be closely

controlled with emphasis placed on the development of high standards of service

quality.

It should be noted that though the interaction of the customer with the producer
generates problems it also generates benefits; the process has the advantage of
constant communication with the customer, this allows for continuous and

immediate feedback, allowing for the fine tuning of the service.

4.1.3 Heterogeneity

Heterogeneity means that products cannot be standardised and consistent quality
cannot be guaranteed ie. every service is literally unique [16]. This is because
the quality of most services depends not only on the performance of the service
provider (people based operations are less standardised), but also on how the

consumer reacts [17], as he usually participates in the production process.

Thus, the extensive involvement of people in the production of services
introduces a degree of variability in the outcome [18]. Because of this,
customers perceive a greater risk in purchasing services than they do in

purchasing goods [19].
However, customers recognise that the level of risk is dependent upon the degree

of human involvement ie whether the service is delivered by man or machine

[20], [21]. This is clearly demonstrated by the popularity of Automatic

83



Service Marketing

Teller Machines (ATMs) in the financial services industry, with customers
preferring to use ATM’s rather than the cashier. This is because, using the
ATMs introduces a degree of uniformity in the delivery of the services in terms

of transaction and queuing times.

4.1.4 Perishability

Perishability means that service products cannot be stored and if not used their
transactional value is lost for ever. They cannot be produced in advance of

anticipated peaks of demand and cannot be held in stock until required.

Service organisations are seriously affected by changes in demand, because they
do not have the ability to stockpile and thus achieve the flexibility to meet
fluctuating demand that physical goods allow. Characteristically, service

distribution channels are usually short [22], with most sales being ’direct’.

4.1.5 Ownership

Ownership or rather the lack of ownership is characteristic of a service, as the
consumer is merely purchasing access, hire or an experience as it is being
rendered. An activity is therefore temporarily possessed by the consumer but is
not owned by him. A service therefore gives you the right to use, not the right
to possess [23]. The buyer of a service may not use the service as he wishes,

as would be the case in the purchase of a good; he must abide by certain
conditions laid down by the seller in order for the service to make any

contribution [24] eg. the patient-doctor relationship.
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The unique traits of services therefore create many problems in the marketing of
services. Some of the needs and issues that result from these traits are

summarised below in Table 4.1.

4.2 The Goods and Services Debate.

Generally, it has been argued in the literature that the goods and services debate
is largely based upon semantics. Typically Stanton [25] contrasts product
marketing and service marketing, Baker [26] products and services, whilst

Levitt [27] concentrates on tangibles and intangibles. In contrast, Wyckham

et al [28] found that "services are not different from products", and Gronroos
[29] argues that "services do differ from goods as objects of marketing...".

Even Shostack who proposed a molecular analogy and systems view of services,

still distinguishes between products and services.

The question of whether goods and services are different, has therefore become a

classic debate in marketing, and the keynote of a number of conferences.
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Intangibility

Inseparability

Heterogeneity

Perishability

Ownership

- Address need for customers to abide by conditions of use.

Table 4.1

Service Traits: Summary of Marketing Issues.

Need

Increase the degree of Tangibility
Develop Cues, Image and Brands
Control the Delivery Phase

Ensure access and availability of the delivery system.

address simultancous production & consumption
address customer involvement in the production process
develop service quality standards

coordinate demand and supply

address internal marketing issues

manage continuous customer feedback

address quality control issues

identify the balance for automation

Find a Pricing strategy to control peak demand periods.

Find the appropriate level of Automation

Address lack of ownership issues

Issue

- Enhance the client relationship
- Control the customer interaction process
- Develop price/quality relationships

- Develop communication strategies

-How to integrate the customer into the production process
-How to develop marketing strategies before the customer has
experienced the service

- Need to control the service encounter

- Need to overcome cultural problems

- Standardise the service offering

- Control output

- Develop Service standards

- Reduce the customers perception of risk

- Integrate internal marketing

- Deal with demand fluctuations
- Manage capacity restrictions

- Develop levels of efficiency

- Deal with issues of possession

- Optimise the usage of the service

Adapted from S.J. Edgett: New Product Development Practices in the Financial Services Industry. A Model of Successful determinants for New Product Development. PhD Thesis: University of

Bradford 1991.
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Bateson [30] has traced this question through the literature. He concluded

that the principal distinction is in the tangibility of the offering. However, two
concepts bringing closer together tangibles and intangibles are also generally
accepted. The first is Shostacks continuum, which suggests that only at the
extreme ends of the tangibility array are there real differences. The second is the
notion of the argumented product or the goods/service bundle proposed by
Levitt and applied to services marketing by Gronroos [31]. Here, the
argumented product includes a service component and therefore reduces the
usefulness of the tangibility criterion. Thus, it can and has been argued that the

marketing of goods and services have much in common.

However, there are also a number of compelling arguments in the literature
stressing that there are important distinctions between goods and services. In
particular the fact that services are doubly intangible ie. they are impalpable and
are hard to grasp mentally. There is also the issue that production and
consumption are inseparable and at the extreme, the service cannot be produced
without the participation of the customer. Levitt [32] has therefore

recognised that there are unique problems created by the involvement of the

customer in the production process of services.

In view of the continuing debate it is concluded that there are sufficient
differences to proceed along the lines that there are varying degrees of differences

between the marketing of services and the marketing of goods.
The academic debate therefore continues, though for the purposes of this thesis,

the argument has been set aside on the grounds that its resolution would not

impact on the results.
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4.3 Classification of Services.

Hunt [33] emphasised the usefulness of classification in marketing, this is

because a recognition of the distinctions by marketers assists them in the
development of different and more appropriate strategies to be directed at each of
the groups. This type of analysis provides strategic insights and highlights the

characteristics that services have in common.

Various attempts and a number of approaches in the literature have been used to
classify services.

In 1964 Judd [34] proposed a classification scheme based on whether the

services depended on goods based services (rented or owned) or non-goods
services. Thus, this classification depended on whether goods were used in the
delivery of the service, such as the repair of a motor car or the hire of a taxi, or
whether the service delivered an experience eg. entertainment or a medical
consultation. The classification provides for two goods based specific categories
whilst the other is too broad for practical use as it ignores services such as

banking and insurance.

Rathmell [35] based his classification system on the following;
- type of selletr/buyer

- buying motives

- buying practice and

- degree of regulation

This system is modelled upon traditional goods marketing and could therefore be
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equally applied to goods or services. However, the rational/emotional reasons
why people make purchases have always been difficult to identify, and this is

particularly the case for services.

As we have already seen, Shostack [30] in emphasising that there are few pure
goods or services in the marketplace, attempted to define a framework based on

the dominance of either the ’goods’ or ’services’ content.

Thomas [37] based his classification on whether the service is equipment or
people based, and Chase [38] based his classification on the degree of

customer contact required to deliver the service.

In 1982 Kotler [39] synthesised the above work, in recognising the differences

in the purpose of service organisation. Thus, his system was based on;

- People vs equipment based
- Need for consumers presence
- Personal vs Business needs

- Public vs private, profit vs non-profit.

Soon after, Lovelock [40] proposed a more practically orientated classification

scheme based on the following;

(@) Nature of the service act

(b) Customer relationship

(c) Degree of customisation possible
(d) Nature of demand/supply

(e) Delivery mechanism
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Of the schemes discussed above, this scheme is the most useful in classifying
services because of its practical orientation. FEach of the above points is therefore

worth examining in greater detail.

4.3.1 Nature of the Service Act

This is based upon to whom or what the service is directed, and whether the

service is tangible or intangible. This can be developed in to a matrix as follows;

Table 4.2

Lovelocks Service Matrix

PEOPLE THINGS
TANGIBLE ACTIONS Services directed at people e.g. health care, Services directed at goods or physical
transportation, restaurants etc possessions e.g. equipment repair, dry

cleaning etc

INTANGIBLE ACTIONS Services directed at people’s minds eg. Services directed at intangible assets eg.

education,radio, etc. banking, insurance etc.

Source: Lovelock, C.H. Journal of Marketing 47, 3:9-20

This mechanism clarifies whether the customer needs to be physically present
(e.g. haircut), or just present mentally (e.g. radio). If physical presence is
required, then the service is influenced by the interaction of the customer with
the facilities and personnel. However, if the customer never sees the service

facilities the outcome of the service becomes more important. This distinction
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may allow new approaches in the delivery of a service e.g. the development of
new electronic distribution channels makes it possible to deliver financial services
to a number of different locations such as the customers home (home banking),

or shopping centre (SWITCH payments).

4.3.2 Customer Relationship

In services the consumer may enter into an ongoing relationship for the
provision of the service. Thus, the service organisation may enter into a
‘membership’ relationship with the consumer e.g. telephone services. The
advantage here is that the characteristics of the consumers are known and so is
the degree to which they make use of the services. This would allow the

effective use of alternative communication means and delivery mechanisms.

4.3.3 Degree of Customisation

Most consumer goods are purchased ’off the shelf’, and are rarely supplied to
order. However, as services are created as they are consumed, and the consumer
is frequently involved in the process, there is considerable scope for
customisation. Services could therefore be classified according to the degree of
customisation possible e.g. public transport is rarely customised whilst medical or

legal services almost always are.
It is necessary to recognise that customisation though frequently possible, is not

always important [41] in order to succeed in service marketing.

Industrialising a service, to take advantage of economies of mass production may
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actually increase consumer satisfaction as speed, consistency of service, and price
may be important ingredients in the service mix e.g. the McDonalds menu,

premises and speed of service and standardisation are universal worldwide.

4.3.4 Nature of Demand and Supply

As services cannot be stockpiled, it is difficult to meet fluctuations in demand
and supply. Managing demand fluctuations is therefore more important in
services, and the strategies, constraints, and degree of fluctuation can be used as a
basis of classification. In periods of excess capacity, one strategy may be the use
of special discounts to alter the level of demand, similarly a rationing or queuing

system may be developed to deal with excess demand.

4.3.5 Delivery Mechanism

In this classification mechanism, availability of service outlets and the nature of
the consumer interaction are used. It may be possible to separate some
components of the service from the core product and then to handle them

separately e.g. life insurance is routinely delivered through brokers.

Such classification systems give a better understanding of the nature of the

service product, and the factors that affect the marketing task.

4.4 Services in the Economy: Their importance.
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As early as 1900 America and Britain both had more jobs in services than in
industry. In 1992 services employed 76% of all American workers and the

American service sector accounts for 72% of its Gross Domestic Product (GDP)

[4 ])

In all the major economies the share of manufacturing has continued to fall. It
accounts for only 23% of America’s GDP. In the UK and Canada
manufacturing accounts for only 20% of output. Even in the industrial
strongholds of Japan and Germany, manufacturing now accounts for no more
than 30% of GDP. Thus, one of the main features of modern developed

countries is the growth of the service sector economy.

In the developed countries as people and economies grow more affluent, they
have a greater desire and need for services such as health, education, travel and
banking. As Maslow’s model [43] reminds us, we progress upwards from
satisfying basic physiological needs through the higher order needs of safety, love
and esteem before arriving at the point where we have sufficient material
satisfaction to become concerned with more abstract and spiritual "better" things
of life (self-actualization needs). The consumer therefore moves through the
basic needs stage to status and social relationship. His wants therefore turn to an

increasing need for more service activities.

Fuchs [44] pointed out "as income rises, the demand for goods tends to rise

less rapidly than the demand for services. Hence the importance of services in
the economy will rise." He proposed that the major reason for this shift in
employment is lower output per man in services when compared to industry.
This could be due to rapid technological changes benefitting industry more than

services, and a decline in the number of working hours in services.
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As affluence and discretionary spending increases, there is also a greater demand
for services such as travel, entertainment, medical care, education and the like
[45]. Technically advanced economies therefore undergo transformation to a
post-industrial age which is characterised by diminishing dominance of industrial
production as a social function and by the increasing prominence of service and
knowledge orientated industries. Services therefore bring together the benefits of

specialisation, rapid technological change, and the desire for flexibility.

4.4.1 Importance by GDP.
The relationship of the service industries to the rest of the economy can be

clearly demonstrated by Chart 4.1, which shows the contribution of UK service

industries to the gross domestic product.
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Chart 4.1
Gross Domestic Product: By Industry 1960-90

(Percent of Total)
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The expansion of the contribution from the service industries to the gross
domestic product has risen to 64% from 48% in the last three decades alone,
whilst the output of the manufacturing industries declined over the same period
from 37% to under 25%. These figures conceal a significant ’hidden’ services
sector, as most nominally manufacturing industries have expenses and revenues
represented by pre- and post-purchase services such as repair, maintenance,

delivery, book-keeping and information technology.

As can be seen from Chart 4.2, Britain’s current trade account has fluctuated
b

chronically between surplus and deficit.
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Chart 4.2
UK Current Account & Services Balance 1970-92.

Source: CSO Financial

Statistics No 372, UK Current Balance ............... Services

However, Britain has operated a continuous surplus from the sales of services
(invisibles). In contrast to the sales of goods, our service industries therefore

have a superior trading performance.

Financial Services:

Financial and business services play a key part in the growth rate of the whole of
the UK economy. In the 1980’s, the rest of the economy grew by 1.8% in real
terms. The 6.7% growth of financial services raised the growth rate of the whole
economy to 2.3%. If financial services had grown at the same rate as the rest of
the economy, total GDP growth rates would have been reduced by 0.5% per

annum [40],

96



Service Marketing

Thus during the 1980’s the financial services industry (including business services
such as those relating to investment advice) was the most successful sector of the
UK economy in terms of output growth. The real output of financial services
doubled (with an average annual rate of increase of 7.3%) while real output for

the economy as a whole rose by only one quarter over the whole decade 1979-
1989.

During the same period the average annual rise in employment in the financial

services sector was 5.1% with a 2.1% increment in labour productivity.

4.4.2 Importance by Employment.

The transfer of labour from the inefficient manufacturing industries has been

accelerating.
Chart 4.3
UK Employment: Services & Manufacturing 1972-93.
(Total Number Employed)
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Chart 4.4
UK Employment By Industry Sector
Percent of Total (Seasonally Adjusted)
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It is clear from Chart 4.3 that there is a growing increase in the proportion of
employees in the service industries. Service employment rose from 54% in 1972
to 69% in 1990. During the same period manufacturing employment declined

from 35% to 22% [47],

In terms of employment therefore, the importance of the service industries is

clear, as is the decline of the manufacturing sector.
Employment in the Financial Services sector accounted for 12.2% of the

workforce in 1992 [48], and contributed 959,000 new jobs over the ten year

period from 1978.
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In the light of the superior trading performance of our service industries, there is
considerable popular support for the view that accelerating the transfer of labour
and capital from our inefficient manufacturing industries to efficient service

operations can only be to the good [49].

4.4.3 Financial Services Employment

During the 1980’s, financial services generally was the most successful sector of
the UK economy in terms of employment creation and output growth [50].

The expansion of financial services has been due to three main trends;

(@) consumption has increased with income, but at a faster rate

(b) Both business and government are becoming more sophisticated in their
operations and now require more expert services from outside. Some of the
decline in the manufacturing industry statistics may be due to the externalisation

of services in this way.

(0 Regulatory changes, leading to the diversification of services available,

coupled with a greater commitment towards supervision.
Financial services have therefore enjoyed rapid employment growth, at an annual
rate of 5% since 1979. The number of jobs has risen from 1.6m in 1979 to 2.8m

in 1990 (Table 4.3).

Over the same eleven years the total number of jobs remained about the same.

The number of financial services jobs rose by 1.2m, making up for 60% of the
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2m jobs lost in manufacturing, and they rose from 7% to over 12% of UK

employment.

Note from Chart 4.5 that the composition of employment within financial

services has changed.

Table 4.3
Employment in Financial Services 1979 & 90.

Great Britain: Employees by Employment.

1979 1990 Change
’000s % of Fin. ’000s % of Fin. ’000s % Year
Services Services
Banking & Finance 434.2 26.8 680.9 24.2 246.7 4.2
Insurance 2122 13.1 277.4 9.9 65.2 2.5
Business Services 788.6 48.6 15749 56.0 786.3 6.5
Renting & Moveables 97.4 6.0 123.1 4.4 25.7 2.1
Real Estate 89.1 55 156.6 5.6 67.5 5.3
% of Total % of Total
Employment Employment
Total Financial Serv. 1621.5 7.2 2813.0 124 1191.5 5.1
Manufacturing 7107.3 31.4 5095.7 22.4 -20116.6 -3.3
All 22638.2 22705.7 67.5

Source: Employment Gazette Table 1.4
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Chart 4.5

Employment in Financial Services
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The numbers in banks, building societies and securities houses rose by 250,000
but at the same time fell to less than a quarter of the total. The biggest increase

has therefore been in business services where the proportion has increased from
49% to 56% of the total.

4.5 The Marketing of Services.

In the literature concern has been expressed over the tardiness of the service
sector in adopting the marketing concept: ’It is ironic that the service businesses,
which are necessarily in the most direct contact with the consumers, seek to be

the last kind of firm to adopt a consumer marketing orientation’ [51].

As discussed, the special characteristics of services present a number of
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implications concerning their marketing. Although many marketing concepts
and tools are applicable to both goods and services, the relative importance and
how they are used are often different. For instance, in labour intensive services
the service outcome largely depends upon the interaction between the service
provider and consumer. Thus the human resource becomes an important means

of competition in service marketing [52].

However, Watson [53] found evidence of rejection of marketing by financial
services management, and research by Turnbull and Wotton [54] found that

the bank manager dislikes the marketing approach being forced upon them.
These managers demonstrated a lack of understanding of the marketing concept.
Most equated marketing with selling and few recognised the need for
understanding customer needs, researching the market or product planning.
However, most recognised the importance of good personal relationships with
customers, though such contact was limited. They concluded that the managers
lack of knowledge of the principles of marketing and commitment to

implementing them due to lack of motivation, ability and time.

45.1 The Importance of Marketing

The marketing function is considered to be of critical importance to the success
of an organisation [55] & [50], as it provides invaluable information about

the total environment in which the organisation operates. Toffler [57]

suggests that todays corporate environment has become increasing unstable,
accelerative and revolutionary. Key events in the environment therefore become

more novel, less predictable and harder to anticipate. This makes all
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organisations extremely vulnerable to outside pressures and forces. For example,
deregulation in banking and other service industries has forced the players to
adapt rapidly to a radically different business environment, of which they have
little experience. Thus, strategies which were once successful can become rapidly

inappropriate for such an environment.

Failure to recognise and adapt to environmental change poses a severe threat to
the survival of an organisation. Service sector organisations thus need to
monitor environmental changes and select appropriate strategies to meet these

new challenges.

4.5.2 Internal Marketing

George and Gronroos [58] described internal marketing as a philosophy for
managing the organisation’s human resources based on a marketing perspective.
The premise of this philosophy is that if management wants its employees to do
a great job with its customers then it must be prepared to do a great job with its

employees.

Thus, the internal communication exchanges must be operating effectively before
the organisation can be successful in achieving goals regarding its external
markets. The internal market of employees must motivated for customer
orientated behaviour, by an active marketing like approach, using marketing like

activities internally [59],

Piercy and Morgan [60] therefore argue that marketing planners should

formalise the internal marketing programme into product, price, communications

103



Service Marketing

and distribution issues. This framework should be used to set goals and plan
actions which parallel the planning for customer markets. Thus the internal

marketplace should also be segmented into key groups.

The Product here is the set of values, attitudes and behaviours necessary to make
the marketing plan work. The Price is what we are asking our internal
customers to ’pay’ when they buy into the product/project. Communications is
the means and media used to inform and persuade key personnel in the internal
marketplace. The Distribution element is concerned with the physical
requirements needed to deliver the product and communications e.g. meetings,

committees, written reports etc.

In a company, marketing can therefore be viewed as an integrative function,
which is responsible for the coordination of the other company functions, so
that the performance of the company will be marketing orientated [61]. The
marketing concept can be developed internally as a means of integrating the
different business functions, which are vital to the customer relation of service

companies. Marketing can therefore be said to have an integrative role.

Additionally, the objective of internal marketing is to get motivated and
customer conscious personnel [62]. In service firms the interface with the
customer is particularly broad and intense, it is therefore essential that all contact
personnel are well attuned to the mission, goals, strategies and systems of the
firm. Otherwise they cannot handle the points of marketing that occur in the

interaction with the customers [63],

Customer contact personnel must also be conscious of their position not only as

a production resource but also as an income generating marketing resource.
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New services and campaigns must be first sold to employees. If the company
does not succeed in this its first, internal market - the employees, then it will not

succeed in its ultimate market, the customer [64].

If the consumer is the first person to tell the employees of a new service or
campaign then the internal environment will not support customer
consciousness. Internal information systems must therefore be effective and the

employees informed before the customers.

The following chapter further develops the idea of achieving customer focus
through the marketing concept in order to provide the philosophical and
operational perspectives of marketing in the organisation. This prepares for the
identification of the characteristics and indicators of the Marketing Concept,

needed to develop the practical implementation of this project.
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Chapter Five

Marketing and the Marketing Concept.

5.0 Marketing and the Concept: Introduction

In this chapter the nature of marketing and its philosophy are described in
greater detail, together with the operational perspectives of the marketing

COI’lCCpt.

First a general overview of marketing is presented, then its history and evolution
is outlined, followed by the identification of the ’three pillars’ of the marketing

concept.

5.1 Marketing: Definition

Until the 1950’s the role of marketing had been "sell hard what you make" to an
affluent and impressionable consumer. However, as the consumer became more
discriminating, marketing had to evolve into the role of 'make what you can
sell’, ie it had to respond to the expressed or implied wants of the consumer for

more desirable products.

This changing role of marketing is reflected by a multiplicity of definitions in
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the literature, and there is still no widely accepted definition of what marketing
is about. This is because practitioners and academics have defined marketing

according to their perceptions of its role.

A review of the definitions of marketing offered by the official marketing
organisations in Britain and the USA is a good example of the difficulty in
arriving at a definitive definition of marketing.

The British Chartered Institute of Marketing defines marketing as;

"The management process responsible for anticipating, identifying and
satisfying customer requirements profitably."

Whilst the American Marketing Association defines marketing as;

"the process of planning and executing the conception, pricing, promotion
and distribution of ideas, goods and services to create exchanges that
satisfy individual and organisational objectives" [1].

Many marketing authors have preferred to offer their own definitions of

marketing, for example, Kotler has described Marketing as;

"a social process by which individuals and groups obtain what they need and
want, through creating and exchanging products and value with others" [2].

For the purposes of this thesis we shall use the definition of marketing provided

by the British Chartered Institute of Marketing.
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5.2 Marketing Orientation

Modern conceptions of the marketing function can be traced back to the early
part of the twentieth century. Many writers have identified a process of
evolution in marketing thinking with three distinct stages in the development of
marketing, ie production orientation, sales orientation, and market orientation

[3]. Each of these is discussed in more detail in the following sections.

This three stage approach to the development of marketing is preferred over the
five stage approach suggested by Kotler [4] for bank marketing, as the three
stage approach is discussed in the literature by a number of different authors,
giving more opportunity of developing a practical framework to form the

foundation of this study.

5.2.1 Production Orientation

This is the earliest identifiable stage in the evolution of marketing. It holds that
consumers will favour products that are available and highly affordable.
Management was therefore expected to focus on the production process,
improving production, distribution efficiency, and looking for ways to produce

their goods faster and more efficiently.
Production orientation is characterised by industries which enjoy sellers markets,

where demand exceeds supply and firms need to streamline production methods

to meet existing demand e.g. Henry Ford’s Model T.
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5.2.2 Sales Orientation

In this stage it is widely believed that the customer will not buy enough of the
product unless there is a major selling and promotional effort. Firms therefore
believe that success lies in out-selling the competition.

The role of marketing during this stage is therefore to emphasise product
promotion, and find out how to get the customer to buy the company’s
products. Typically firms form sales forces and establish relationships with
dealers and other firms that could push their products in the market.

Advertising and promotion is important at this stage.

5.2.3 Market Orientation

The last stage in the evolution of marketing is the market or customer
orientation. This is the method of achieving business success by finding out

what the customer wants and fulfilling these needs profitably.

To apply this concept firms must be sensitive to customer needs and wants,
achieve and maintain long term profitability, and integrate marketing with the

other functions in the firm [5].
A short term view point is replaced by long term strategic orientation, and the
key to success is not current sales volume and profits, but long term customer

satisfaction and profitability.

This focus on long term profitability generates a need to make the appropriate

investments in research, new products, customer services and other elements
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needed to satisfy customer needs.

5.2.4 Alternative Orientations

A review of the literature reveals that some scholars have proposed alternatives
to the traditional three orientations described above. In this section some of

these alternatives are considered in greater detail.

Product Orientation: Kotler [6] distinguishes between production orientation
and product orientation. Here production orientation is to do with improving
production and reducing prices, whilst product orientation is to do with offering
products with the best quality, performance and features. However, many
writers in the literature believe that product orientation is a subset of production

orientation.

Societal orientation: As a result of the more recent social trend towards
becoming socially responsible, Bell and Emory [7], Abratt and Sacks [8] and
others have proposed an apparent conflict between the traditional marketing

concept and the companies’ social responsibility to consumers.

According to this view the marketing concept is inadequate because of its focus
on operational profit, which means that the satisfaction of the customer is not a
goal in itself, but a means to achieving a company’s profit objective and does not
imply protection of the customer’s welfare. They argue that the customer does
not always act in his own or society’s best interests, so it is the duty of business

to promote proper consumption values.
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From this perspective, a business is a total operational system with consumers
and social problems taking precedent over operational considerations in all
functional areas [9]. Thus, profits are the residual results of efficiently
supplying customer satisfaction, whilst promoting proper consumption values

[10], and achieving long run consumer welfare [11].

Thus, in order to accommodate these long term consumer interests, a fourth
stage in the evolutionary process - ’societal orientation’ has been suggested by
some scholars. However, it could be argued that profit is the most basic
condition necessary for the survival of the firm in a capitalistic market, and that
a firm should not be expected to compete in a market by prescribing values and
priorities for a society. Social values are better established and defended by
alternative mechanisms such as laws and regulations that protect customers and
social values. Societal orientation is one of the newer marketing philosophies

proposed in the literature, but it still has to gain wider acceptance.

Competitor Orientation: Oxenfeldt and Moore [12] have also proposed an
alternative to market or customer orientation - the concept of ’Competitor
Orientation’. In this concept the customer is seen as the ultimate prize gained at
the expense of rivals, using more than simply offering a better match of products
to the needs of the customer. They argue that as the emphasis shifts from
‘erowing the market’ to increasing market share, firms need increasingly to shift

their attention from the needs of customers to the activities of competitors.

However, it could be argued that the scope of a market orientation already takes

into account this type of competitor development and activity.

Financial Orientation: Doyle [13] has suggested another alternative for the
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fourth stage of marketing evolution. He noticed that the visible success of
several British companies (e.g. Hanson, BTR) would suggest an alternative type

of orientation - the financially orientated business.

He defined financial orientation as;

"the management view that success is about using assets and resources to
optimise profits and the return on capital employed".

This type of company regards itself to be "in the business of buying companies
rather than running them". For these financially orientated companies therefore
the central goal is the return on investment and profits. Thus, financial rather

than marketing plans would set the corporate direction.

In his study, Doyle found that 19% of British companies surveyed were
financially orientated. Hunt [14] however, felt that the various stages in the

development of marketing are only differences of perspective.

For the purposes of this study, the alternatives proposed by Bell & Emory,
Doyle and others are disregarded as they still have to find general acceptance in
the literature, whilst the marketing concept is widely accepted as the cornerstone
of marketing [15].

5.3 The Marketing Concept.

One of the earliest proponents of the marketing concept was Peter Drucker

[16] who argued that creating a satisfied customer is the only valid definition
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of business purpose. Thus the purpose of the organisation is to respond to the
customer rather than attempt to change the customer to fit the organisations’

purposes.

The Marketing Concept defines the philosophy of marketing. According to the
Marketing Concept the firm should base all its activities on the needs and wants
of customers in selected target markets. At the same time, restrictions due the
surrounding society (laws, norms etc) should be recognised. If this basic
philosophy is taken into account the firm and its operations should be successful

and profitable [17].

The marketing concept is therefore essentially a business philosophy or policy
statement which suggests that the long term purpose of the firm is to satisfy

customer needs for the purpose of maximising profits [18].

5.3.1 Definition

Just as the term marketing has a multiplicity of definitions in the literature, the

literature review also revealed a number of diverse definitions of the Marketing

Concept.

Felton [19] defined the Marketing Concept as;

"a corporate state of mind that insists on the integration and
coordination of all the marketing functions which, in turn, are melded
with all other corporate functions, for the basic objective of producing
maximum long range corporate profits."
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However, Mcnamara [20] took a broader view and defined the concept as;

"a philosophy of business management, based upon company-wide
acceptance of the need of customer orientation, profit orientation, and
recognition of the important role of marketing in communicating the
needs of the market to all major corporate departments."”

Variations of this are offered by Lavidge [21], Levitt [22], and Stampfl
23].

The importance of using information from the customers served as the basis for

Kohli and Jaworski’s [24] definition of marketing concept;

"..is the organisation wide generation of market intelligence pertaining to
current and future customer needs, dissemination of the intelligence across
departments, and organisation wide responsiveness to it."

For the purposes of this thesis Mcnamara’s definition of the marketing concept is
adopted.

5.3.2 Performance Relationship

Despite the fact that the importance of the marketing concept has been
universally accepted by both academics and practitioners, there have been only
two published empirical studies which examine the impact of marketing concept

orientation on business performance.

Narver and Slater [25] used a sample of 140 business units from a single US
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Corporation to examine the relationship between the degree of marketing
orientation, and the profitability of the business unit for both commodity and

non-commodity business.

In both types of business they found a substantial positive effect of a market

orientation on the ’Return on Assets’ for the business.

The second study, by Ruekert [20] two years later, was conducted on a US
Fortune 500 high technology company with five operating divisions and 34,000
employees. This study found that in all cases, the high performing business units
had higher level of market orientation and market orientated processes than the

lower performing counterparts.

Therefore although there is a paucity of empirical evidence of the relationship
between marketing orientation and business performance, there is some evidence
to support the universal acceptance of a positive relationship between a
marketing orientation and profitability. In addition, it has also been shown that
greater the market turbulence, the stronger the relationship between market
orientation and business performance [27], and that this relationship is

stronger if there is greater competition or a weak general economy.

5.4 The Concept: The Three Pillars

The Marketing Concept does not simply consist of advertising, selling, or
promotion. It is a basic willingness to recognise and understand the consumers
needs and wants, and a willingness to adjust any of the marketing mix elements,

including product, to satisfy those needs and wants.
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Kohli and Jaworski in their review of the literature of the last 35 years feel that
relatively little attention has been paid to the marketing concept [28].

According to them, the research primarily comprises of work on:

- descriptive efforts on the extent to which organisations have adopted the
concept, (usually in the manufacturing sector).

- essays on the virtues of the business philosophy

- the limits of the concept and,

- the factors in the implementation of the concept

However, they found the literature silent on the development of frameworks to

understand the practical implementation of the concept.

Barksdale and Darden [29] also point out that many definitions of the

marketing concept are of limited practical value as the;

"major challenge is the development of operational definitions for the
marketing concept which will allow the idea to be implemented on a day
to day basis".

It is therefore hard to be specific from the literature about the organisational
activity that translates the philosophy into action, thus developing a practical

market orientation.

However, in agreement with Narver and Slater [30] it is reasonable to
conclude from the literature that a market orientated organisation, is one in
which the three pillars of the marketing concept; customer focus, coordinated

marketing, and profitability exist operationally.
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Each of these ’three pillars’ of the marketing concept is discussed in greater detail

below.

5.4.1 Customer Focus

The central element of market orientation is customer focus. This goes beyond
obtaining information about their needs and preferences, it also involves taking
action based on a broad concept of market intelligence. This would include

consideration of broader strategic issues related to customers such as;

- Exogenous market factors (e.g. Competition and regulation) that effect
customer needs and preferences.

- Future, as well as current, needs of customers.

Thus, customer focus requires that a seller understand the buyers entire value
chain [31], not only as it is today but also as it will evolve over time subject

to internal and market dynamics.

The short term strengths and weaknesses, together with the long term
capabilities of both current and potential competitors also needs to be
understood. Customer analysis and competitor analysis must therefore include
the entire set of technologies capable of satisfying the current and expected needs

of the customer [32],

Thus, customer focus is to do with ’know your customer’ and the generation of

intelligence.
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5.4.2 Coordinated Marketing

Market orientation is not solely the responsibility of the marketing department,
and it is important that all departments are aware of customer needs and be

responsive to these needs. It is therefore important in operational terms for the
various departments of a building society, to have a focused and integrated view

of the necessary actions implemented in a concerted way.

Achieving this type of interfunctional coordination requires, among other things,
an alignment of existing incentives, and the creation of interfunctional
dependencies so that each area sees an advantage in cooperating closely with
other functional areas. If every functional area is rewarded for contributing to
creating superior value for the customer, self interest will lead to stronger

interfunctional cooperation [33].

5.4.3 Profitability

Felton [34] and McNamara [35] are of the view that for businesses, the
overriding objective in a market orientation is profitability. However, in their
field study Kohli and Jaworski [36] found that profitability can sometimes be
viewed by practitioners as a consequence of market orientation.

Levitt [37] had strong objections to viewing profitability as a component of
market orientation, which he asserts is "like saying that the goal of human life is

ecating".

Narver and Slater [38] proposed a compromise by suggesting that though
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profitability is closely related to market orientation, it is properly perceived as an

objective of a business.

It is argued therefore that long term profitability is essential to marketing
orientation. Long term profit considerations thus outweigh short term profit

perspectives.

5.5 Conclusions

In this chapter the definitions of marketing and the marketing concept have been

explored together with ’the three pillars’ of the marketing concept.

Three distinct stages in the development of the marketing concept were
identified. Briefly these were; production orientation, sales orientation and,

marketing orientation.

Production orientation is to do with an over emphasis on the production aspects

of the business, and focuses on improving production and distribution efficiency.

With a sales orientation, more is better, every order is a good order, and every
customer is a good customer despite conflicting demands on the limited resources
of the organisation. In these organisations, marketing exists as a functional area,

focused on short term tactical gains.
According to the marketing concept however, the firm defines itself as the

satisfier of the customer wants and needs. It has a strong customer orientation

which helps it to anticipate and adapt to changes in customer demand [39].
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A short term view point is therefore replaced by a long term strategic
orientation. The key to profitability is not sales volume but long term customer

satisfaction.

In this chapter the three pillars of the marketing concept were also identified,

these are; Customer Focus, Coordination, and Profitability.

In the following chapter these are further developed by drawing upon relevant
background literature to identify the key characteristics that are supportive of a
marketing orientation. In addition, the research objectives and indicators used
are also introduced in the next chapter, these provide the research foundations

for this project.
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Chapter Six

Fieldwork I: Objectives and Indicators.

6.0 Fieldwork I: Objectives Introduction

The overall purpose of this chapter is to describe the foundations to the design
of the research project, and to explain the selection of the methodology used to
achieve the objectives. Following the introduction of the research objectives and
a review of relevant background literature, the characteristics that are supportive
of a marketing orientation are identified and used to build a practical model to

determine market orientation.

The approach used to collect the data is outlined in the second part of
methodological description in chapter seven.

6.1 Hypotheses

An investigation of the literature reveals (eg. [1]) that the introduction of
marketing in Retail Financial Services, and British Building Societies in

particular, is still developing. Studies have indicated that some have not wholly

accepted or implemented the idea of the marketing concept philosophy.
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To guide the collection and analysis of the data the following hypotheses were
established:

a) In general, the adoption of the marketing concept by building societies has

been slow, and incomplete.

b) The perception of marketing in the building society industry is often narrow
and confined to its functional aspects, rather than as a guiding philosophy for

management decisions.

¢) The degree of acceptance and implementation of the marketing concept varies

according to the size of the society.

d) The degree of orientation towards and acceptance of the marketing concept

varies across the different management levels within a society.

These hypotheses influenced the identification of the survey target groups and

the development of the practical indicators used in the survey.

6.2 Research Objectives: Identification

Ames [2] distinguished between the acceptance of the philosophy and its

practical implementation, as it is perfectly possible for a company to carry out all
the right marketing activities and still not really be living by them. Marketing is
therefore more than just a collection of activities, it requires an appropriate

attitude of mind [3].
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Therefore the research aims of this study are:

A) Verification of the degree of acceptance of the philosophy of the

marketing concept in British building societies.

B) and the extent to which the marketing concept has been implemented in

British building societies.

Acceptance and adoption of the concept refers to whether the company has

embraced the concepts’ philosophical implications for business management.

The practical implementation of the concept is to do with the specific
organisational methods for incorporating this philosophy into actual business

practice.

The logic for justifying the first research aim is that few empirical studies have
been identified which investigate the stage of marketing evolution in the
orientation of the financial services sector, and in particular British building
societies. Marketing orientation requires the philosophical acceptance of the
marketing concept as the corner stone of marketing. There are few studies in
the literature which identify the degree of acceptance of the marketing concept

in the financial services context.

The second research aim is to examine the extent to which the marketing
concept has been implemented in the building society industry. Again, this
research aim is justified by the lack of research undertaken on the substance of

marketing in the financial services industry. On the basis of preliminary
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fieldwork, it is evident that marketing in the building society industry is often
confined to its narrow functional aspects, though variations do occur according

to the size of society.

6.3 Research Method

The methodology employed recognises that the theory for marketing
applications cannot be developed in isolation from the business environment that
is comprised of practising marketing managers. This ensures that the theory and

the practical application meet and support each other.

The broad approach adopted for the research methodology is to investigate the
adoption of the philosophy by means of a set of attitude measurement
characteristics. These are addressed to three levels of managerial responsibility of
building societies forming the primary and secondary target groups. This is
tackled through the survey approach, using semi-structured interviews and mailed
questionnaires. This approach incorporating both qualitative and quantitative
methods, sought to maintain the quality of the data collected in terms of
inferential reliability and validity. It also allowed for responsive cross checking

and amplification of the data.

The main survey techniques employed were therefore (i) questionnaire based

interviews and (i) mail questionnaires.

(i) Questionnaire based interviews
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All the Chief Executive Officers and the Chief Marketing Executives of the Top
20 building societies were surveyed using the semi-structured questionnaire based

interview process.

The interview process is a research technique comprising of a number of
differing methods which vary according to the degree of structuring. All
interviews can therefore be placed on a continuum between structured and
unstructured, though no interview is totally unstructured, as the interviewer
appraises the meaning of emerging data and uses the resulting insights to phrase
further questions [4]. Here, the semi-structured interview technique was
selected for its flexibility, allowing new and unexpected information arising

during the interview to be easily accommodated.

In any interview situation there will always be some degree of bias, intended or
unintended due to the necessary interaction between the interviewer and the
interviewee. Awareness of the possible sources of bias [5] enables the
interviewer to take steps to minimise it. In this study the interviews were
focused on the subject areas of the questionnaire, and the respondents views and
opinions. The interviewers inputs were thus minimised to simple probes asking

the respondent to expand on statements.

(if) Mail Survey
The mail survey technique was employed to collect data from the Chief

Marketing Executives of the building societies ranked from 21 to 50, and all

branch managers.
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This technique was employed because of the large number of respondents and
the wide geographical spread of individuals. It also provided the opportunity of
collecting quantitative data open to analysis. The questionnaire was of course
less responsive than the interview process used for the larger societies. This was
considered acceptable, since the pilot study contributed to the final questionnaire

design, and the Top 20 societies represent over 90% of the industry by assets.

One frequent criticism of this technique lies in the response rate. Low levels of
response rates are common, and may be indicative of the respondents limited
interest in the subject matter [6], thus introducing a potential source of bias.
In order to minimise non-response, the mail survey followed recommended best

practice;

- covering letters used personal salutation and were individually signed

[7];

- all letters were mailed to the respondents first class emphasising

importance, and encouraging a prompt reply;
- the letters were sent on the University letterhead, thus identifying the
research as non-commercial, confidential and independent of any building

society or other competitor;

- the follow up technique used was a personal phone call to the

respondent.

This process achieved a response rate for the primary target group of 70%
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overall, rising to 80% for the top 20 societies.

The procedural details of both the interview and mail surveys are discussed in

greater detail in the following chapter.

6.4 Identification of Characteristics

In order to achieve the aims of the project, current literature was reviewed to
identify those characteristics that are indicative of having and implementing a
marketing orientation. Separate characteristics needed to be identified to rate

each of the two dimensions of the marketing concept i.e.

- the Philosophical Acceptance

- the Practical Implementation

This process would also identify whether there is a gap between acceptance of

the concepts and effective implementation in practical terms.

The study was designed to eliminate the effects of the ’trappings’ of the
organisational arrangements for marketing, and deal with the substance of the
managerial attitudes and orientation to the marketplace [8]. This is done by
identifying characteristics indicative of the range and quality of marketing inputs

in the organisation rather than simply the marketing department outputs.

Each of these two dimensions is now discussed in motre detail.
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6.4.1 Philosophical Acceptance

The pattern of shared values and beliefs is instrumental in determining the
culture of the organisation. This in turn exerts a tremendous influence on the
behaviour and productivity of employees, perhaps more so than formal written
policies or guidelines [9]. The importance of organisational culture in the
management of the marketing function has only recently been recognised.
Schneider’s [10] analysis of the relationship between organisational culture

and the marketing of services found that in service firms culture is of particular
importance. However, a positive cultural orientation towards marketing depends
on awareness and understanding of the marketing concept. A crucial research

objective is therefore to examine the degree of such awareness and understanding.

As discussed in the previous chapter, the multitude of definitions of the
marketing concept generally have a common core of three themes - the ’three

pillars’ of the marketing concept, these are:

- Customer focus
- Coordinated marketing and

- Profitability

The firm should have customer focus with customer orientated values and
beliefs, based on a through knowledge of the customer and an understanding of
his needs and wants. Thus, customer behaviour should be the focal point of all
business activity. To achieve this, the entire firm must be in tune with the

market by emphasising the integration of the marketing function with research,
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product development, sales, advertising etc., thus ensuring a coordinated

marketing approach.

The marketing concept is intended to focus attention on profit rather than

simply on sales volume. Profitability should therefore be a driving factor.

Based on the above three themes, the literature search revealed five good

indicators of an understanding of the marketing concept. These were as follows;

Customer Focus:

1)  Industry perspective

i) General Marketing attitudes

i) Attitude to intelligence generation

Coordination:

iv) Status and Integrative role

Profit:

v) Attitude to Profit

1) Industry Perspective: An important feature of a firm is the definition of its

market, as this determines the nature of its business, products, customers and

competitors. A market orientated firm in keeping with the marketing concept,
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views its business much more broadly.

A good indicator therefore of the orientation of a firm is its definition of its
products and industry perspective. Firms with a narrow product and industry
perspective are preoccupied with the actions and reactions of their immediate
competitors [11] and are likely to have an inbred management who have

spent their entire career in a single industry. Since these managers consider their
industry unique, they are unwilling to learn from other industries. This lack of

cross fertilisation limits the strategic alternatives available to them.

i) General Marketing Attitudes: Customer orientated values and beliefs
supported by top management are a basic requirement of a Marketing orientated

firm [12].

It has also been shown that, the attitude of the Chief Executive Officer is crucial

to the adoption of the marketing concept [13].

i) Attitude to intelligence generation: The fulfilment of the needs and wants of
customers should be the common focus of all marketing decisions. Thus, the
starting point of market orientation is intelligence generation or marketing
research. Marketing research has been defined as research that seeks to forecast
the results of alternative business decisions and searches out additional profit

opportunities in the market place [14].

A broader definition comes from the American Marketing Association [15];
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"the function that links the consumer, customer, and public to the
marketer through information - information which is used to identify and
define marketing opportunities and problems; generate, refine, and
evaluate marketing actions; monitor marketing performance; and improve
understanding of marketing as a process. Marketing research specifies the
information required to address these issues; designs the methods for
collecting information; manages and implements the data collection
process; analyses the results; and communicates the findings and their
implications."

Intelligence generation therefore has a broader concept than simply identifying
the verbalised needs and preferences of the customer. It includes an analysis of
exogenous factors such as government regulations, technology, competition etc.,

all of which have an impact on the customers needs and wants.

Strong competition leads to multiple choices for customers. This means that an
organisation must constantly monitor and respond to customers changing needs
and preferences, to ensure that customers select its offerings over competing

alternatives.

This understanding of customers needs and wants, extends not just to end
customers but also includes retailers through whom the products are sold
e.g.financial intermediaries. Increased competition among building societies due
to the proliferation of savings and mortgage products, reflects the increasing
power of intermediaries such as estate agents and the independent financial

intermediary network.

In addition, effective market intelligence concerns not just current needs, but

future needs as well. Houston [16] urges organisations to anticipate needs of
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customers and initiate steps to meet them (cf. ’find a need and fill it’).

By continually focusing the managements attention on the consumer, marketing
research keeps the philosophy of the marketing concept alive. A firm’s market
research effort thus provides a useful indicator to measure both dimensions

(philosophy and implementation) of the concept.

iv) Status and Integrative Role:

One prerequisite for the implementation of the marketing concept is the
replacement of fragmented functional activity by coordination and integration of
the various departments of the organisation, with all business functions
orientated towards market requirements. This integrative role is facilitated by
the appointment of marketing executives at a senior level to ensure that the
customer perspectives are represented at the highest decision making levels.
Anderson [17] therefore suggested that marketing managers need to be

effective communicators with managers of other functional areas. The

marketers’ most important role may therefore be within the firm.

The marketing department needs to be involved in all aspects of the business,
and on a functional level this is most important. Thus the way in which the
marketing department is perceived, in relation to other functional groups within
an organisation, is an indicator of the value placed on marketing by the
organisation and/or how marketing fits within the culture of the organisation

[18].
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v) Attitude to Profit:

The marketing concept is focused on profitability rather than simply sales
volume. The objective is long term profitability rather than short term gains.
Attitudes to profit are therefore a good indicator of overall acceptance of the

marketing concept.

6.4.2 Practical Implementation

To implement the marketing concept successfully the organisational environment
and structure needs to be both conducive and supportive. Parasuraman [19]

has pointed out that practical organisational constraints and barriers can stand in
the way of successful implementation. The structure of organisational systems

can therefore serve to foster or inhibit a marketing orientation.

Within the context of ’the three pillars’ discussed earlier, Webster [20]
identified several good indicators from a practical perspective of a true marketing

orientation. These are as follows:

- The top marketing executive reports to the chief executive officer and has
line responsibility for both the sales function and other marketing activities
such as market research, product development, distribution, advertising and

sales promotion.

- There is a marketing research or a market intelligence generation system

that fulfils marketings fundamental responsibility of being an expert on the
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customer.

- In market orientated firms sales management is guided by and tied to
marketing strategy; it does not operate as an autonomous management

function.

- The firm’s business strategies have a clear and strong marketing component
built around precise definitions of market segments, and careful analysis of
those target segments, customers, and the firms unique competitive advantage

in those segments.

- There is an organised and active product development function, and
Research and Development is guided by good market information and

marketing direction.
- There are key account strategies for dealing with major customers and
distributors, who are regarded as business assets and managed as long term

relationships.

- In a marketing orientated company the management is seeking profitability

not just sales volume.

- It is customer focused and market driven, putting the interests of the

customer ahead of all the other claimants on the companies resources.

From these guidelines it is possible to identify a number of additional elements

indicative of the practical implementation of the marketing concept, whilst
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eliminating the effects of the ’trappings’ of the organisational arrangements.

Some of these are discussed below;

Training:

Formal training, recruitment and planning are important structural ingredients in
the development of marketing orientated corporate cultures. Hooley et al [21]
have shown a clear association between marketing orientation and importance
attached to training. Thus the training system can give support to a market
orientated strategy, increasing employee sensitivity to customer needs and

fulfilling them in an efficient manner.

In service firms where the interface with the customer is particularly broad and
intense, it is essential that all personnel are well attuned to the mission, goals,
strategies and plans of the organisation [22], ’otherwise they cannot handle all
those natural points-of-marketing that occur in the interaction with the

customer’.

Formalised Planning:

Another measure of a marketing orientation is the degree to which the strategic
planning process explicitly considers customer needs and wants and develops
specific strategies to fulfil those demands. The organisation should therefore

have a set of well developed and documented statements of its mission, goals,

strategies and plans.
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It should be noted that strategic plans are usually the outcome of a bargaining
process among the functional areas [23], and the degree of marketing
orientation of these plans could thus reflect the strength of advocacy position of

the marketing department within the firm.

Backgrounds of Senior Executives:

Top managers have a critical role in fostering a marketing orientation [24],
Webster [25] has argued that a market orientation originates with the top
management and that "customer orientated beliefs and values are uniquely the
responsibility of top management". Thus the commitment of the top

management is an essential prerequisite to a market orientation.

Felton [26] argues that the most important ingredient of a market orientation

is an appropriate state of mind, and that is attainable only if;

"the board of directors, chief executive, and top echelon executives
appreciate the need to develop this marketing state of mind".

The commitment of top managers has therefore been shown to be an essential
pre-requisite to a market orientation, and these senior executives must clearly
communicate their commitment to all concerned in an organisation. However
to be effective, their actual behaviour must conform with their verbal espousals
of a commitment to market orientation. Ames [27] suggested that in a
surprising number of cases, management does not fully understand the market
concept and where it does understand the implications it fails to commit itself to

the actions and decisions that are needed to reinforce it.
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Hambrick and Mason [28] suggested that organisations that are led by young
managers, with extensive formal education, are more likely to pursue innovative
strategies. Willingness to innovate and adapt on the basis of consumer and
market analyses is the hallmark of a market orientated firm. Formal educational
attainment of senior managers and greater marketing orientation [29] have

been shown to be linked.

Doyle [30] also identified the lack of background and expertise of Chief
Executive Officers explained their failure to provide the leadership in marketing.
He felt that it is the British Chief Executive Officer and their Boards which

provide the biggest barriers to a greater marketing orientation;

"Chief Executives can do much to reduce the cultural resistance to
marketing, but many CEO’s have a limited grasp of what real marketing
means and many confuse it with better selling or promotion".

Corporate Culture:

Pfeffer [31] has argued that culture represents the institutionalised power of
the dominant interests of the organisation. Note that a major influence on the
development of the corporate culture in an organisation is its structure.

Corporate culture was defined by Deshpande and Webster [32] as;

"the pattern of shared values and beliefs that help individuals understand
organisational functioning and thus provide the norms for behaviour in
the organisation".
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Thus, customer orientation should be regarded as a type of organisational
culture. Most literature on corporate culture emphasises the top down
phenomenon with the role of the Chief Executive Officer being critical in
establishing the norms and overseeing their diffusion in the firm [33]. Thus,
both recruitment and training of marketing and sales personnel are culture
related activities [34] and are often seen as symbols of formal and informal

socialisation.

Examination of the culture, recruitment and training practices of societies is

indicative of their marketing orientation.

Segmentation:

Building on Webster’s indicators discussed above, an organisation should realise

that it cannot serve all the customers in its market. In exploiting its competitive
strengths it is better placed to serve particular segments in its market. The firm
should therefore identify the most attractive parts of the market that it can serve

effectively and profitably.

Market segmentation is the act of dividing the market into distinct groups of
potential customers, developing profiles of the customers in those segments, and
evaluating the attractiveness of each segment [35], Any segmentation strategy
clearly must focus on the customer. According to the marketing concept, the
society’s marketing strategies should be built around precise definitions of market
segments, careful analysis of customers in those target segments, and the firms’

unique competitive advantage in those segments.
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Competitive position:

There are three main features of competitive advantage; the source of competitive
advantage, the firms competitive positioning, and the final performance outcome.
Monitoring the competitive position of the organisation should take into account

these features.

However, it has also been found that solely competitor centred measures have
their drawbacks. First, a preoccupation with costs and internal activities can
obscure opportunities for differentiation through creative linkages of the seller,
distributor, and buyer value chains. Secondly, it deflects attention from changes
in market segment structures or customer judgements and thirdly, it assumes that

the competitors are doing a proper marketing job.

Research by Day and Wensley [36] indicates that managers with a solely
competitor centred approach of measuring their competitive position in the
market, are likely to simply emulate their competitors when they select their

strategies.

Thus they are unlikely to consider strategies that "change the game" with new
types of services and delivery mechanisms favourably altering the basis of
competition.

Distribution Channels:

Traditionally, the distribution channel is seen as the sequence of events and

individuals involved in moving a product from the producer to the user. The
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channel may be direct or indirect containing one or more institutional

middlemen.

However, as discussed in chapter 4, services cannot be transported or stored, and
since they cannot be separated from the seller, they must be created and

distributed simultaneously.

Within these constraints, it is hard to accommodate the role of the financial
intermediary. In the context of this research, the definitions need to be modified
to allow for indirect service delivery channels. The financial intermediary may
be defined as any extra corporate entity between the producer of a service and
prospective users, that makes the service available and or more convenient

[37]. In some service industries, these financial intermediaries can be critical

in the delivery of services to the end user. Marketing strategy and orientation
must therefore include the financial intermediary. The market research activity

should also seek to understand the financial intermediaries needs and wants.

An assessment of the dependence and knowledge of these indirect delivery

mechanisms is therefore a useful indicator of a marketing orientation.

6.5 Conclusions

In this chapter the hypotheses used to guide the collection and analysis of the

data were introduced. Then the research objectives were identified together with

an introduction to the background of the research method adopted for this

project. The indicators and characteristics of both the philosophical and practical
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implementation of the marketing concept were also discussed. In the following
chapter these are further developed and refined into the characteristics used to
identify the acceptance, and implementation of the marketing concept. These are

used to develop the questionnaire used in the fieldwork.

The next chapter outlines in greater detail the methodology adopted in collecting

the research data, and the processes used to identify the target survey groups.
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Chapter Seven

Fieldwork II: Design & Methodology

7.0 Fieldwork II: Methodology Introduction

The overall purpose of this chapter is to explain the steps taken and the research

methods used to collect the data for this study. The analysis of the data

collected, and the findings are set out in the following chapters.

7.1 Design Objectives

The objective of the research was to;

A) Verify the degree of acceptance of the philosophy of the marketing

concept in British building societies.

B) Determine to what extent the marketing concept has been implemented

in British building societies.

The Marketing Concept defines the philosophy of marketing. According to the

Marketing Concept the firm should base all its activities on the needs and wants
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of its customers for a profit.

In the previous chapter a number of general indicators were identified from the
literature as being indicative of adopting a marketing orientation. These general
indicators and the work of Webster [1] and Kohli and Jaworski [2] were
particularly useful in developing good practical operational indicators of a true

marketing orientation.

The indicators adopted for the assessment of the acceptance of the marketing

philosophy and the degree of its practical implementation are identified below.

7.2 Philosophical Indicators

The philosophical indicators of the acceptance of the marketing concept can be
grouped under two main headings; attitudes and general orientation towards

marketing. These are;

1. Attitudes
a) Marketing Attitudes
b) Research Attitudes

¢ Profit Attitudes

II.  Orientation
a) Respondents Orientation
b) Cultural Orientation

¢) Self Perceptions
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d) Corporate Goals and Success Factors

¢) Integrative Role of Marketing

7.2.1 Attitudes

The general attitude of the respondents towards marketing, research and profit

are indicative of their understanding of the marketing concept.

a) General attitudes towards marketing can be determined by examining the

respondents;

- Industry perceptions
- Perceptions of its relevance to services

- The characteristics of Marketing

A good indicator of the overall attitudes of the firm is the scope of its definition
of the industry. A marketing orientated firm views its industry broadly. This is
because product orientated companies view themselves as the suppliers of

products rather than the fulfillers of customer needs and wants [3].

Given the origins of marketing in the manufacturing industry, the acceptance of
its concepts may be difficult for respondents in the service industry, therefore
their perceptions of the role of marketing may be limited to focusing on its

functional characteristics such as advertising and promotion.
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b) Research Attitudes

The common focus of all marketing decisions is the fulfilment of customer needs.
The need for intelligence generation has already been discussed in Chapter six.
Acceptance of the need for marketing research is therefore a prerequisite to the

acceptance of the marketing concept.

¢ Profit Attitudes

One of the three pillars of the Marketing concept introduced in the previous
chapter is profitability. The over-riding objective of the marketing concept is
therefore long term profitability. In a marketing orientated company the
management is seeking profitability not just sales volume. Thus a generally
positive attitude to profitability is indicative of the acceptance of the marketing

philosophy.

7.2.2 Orientation

Acceptance of the marketing concept philosophy is to do with a strong customer
orientation. The firm should be customer focused and market driven, putting
the interests of the customer ahead of all other claimants on the companies

resources.

In Chapter five the evolution of marketing from a production to sales and then

customer orientation was discussed. It is possible to identify the evolutionary
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stage of development of marketing in building societies by studying the overall
orientation of the organisation. In particular whether it is production, sales or
marketing orientated. This can be achieved by determining whether the
respondent feels that the role of marketing is that of supporting sales/production

or a wider more integrated role.

The influential role of corporate culture has already been discussed. Thus a
positive corporate cultural orientation of the building society towards marketing
is essential for its acceptance. The prevailing cultural attitudes in building
societies are often shaped by the senior executives, particularly the Chief
Executive Officer who is in a position of power and influence. A positive
attitude towards marketing by the Chief Executive Officer will therefore

positively affect the culture of the society towards marketing.

Similarly, the integration of the marketing philosophy into the corporate
philosophy will be reflected by the corporate goals and perceived success factors

of the society.

The importance of inter-functional cooperation and coordination as a
prerequisite for the implementation of the marketing concept has already been
discussed. Thus, it is important that all departments of a society to have a
focused view of fulfilling customer needs. This integrative role of marketing can
be assessed by studying the relative functional influence of marketing over
functional departments. This is usually facilitated by the relative status of the

Chief Marketing Executive.
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7.3 Implementational Indicators

The implementational indicators of the acceptance of the marketing concept can

be grouped under five main headings as follows;

1) Marketing Organisational Structure

1i) Research OrganisationalStructure

1ii) Coordination between functional areas
1v) Segmentation

V) Responsiveness

Each of the above are discussed in greater detail below.

7.3.1 Marketing Structure

The formal organisation of the marketing effort in the society is important.
Thus the existence of the marketing effort as a separate formal entity, its size,
maturity, scope and depth of functional responsibility are indicative of the degree

of implementation of the marketing concept.

In fulfilling its role as the integrator of all marketing activities, the marketing
department should be able to influence all other departments and provide the
customer’s perspective at the highest executive level. Given greater levels of
competition in the markets, an overall growth in the status of marketing is an
essential ingredient for success [4]. Thus the relative status of both the
marketing department and the Chief Marketing Executive are good

implementational indicators.
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In this case, the top marketing executive reports to the chief executive officer and
has line responsibility for both the sales function and other marketing activities
such as market research, product development, distribution, advertising and sales
promotion. As a member of important committees and groups, the top
marketing executive would be in a position to bring the customer point of view

to top management decisions.

7.3.2 Research Structure

There should be a marketing research or a market information system that fulfils

marketings’ fundamental responsibility of being an expert on the customer.

Thus the existence, size, maturity and sophistication of a formal research unit is

a useful implementational indicator.

There should be an organised and active product development function, and all
research and development should be guided by good market information and

marketing direction.

7.3.3 Cootrdination

In market orientated firms functional management is guided by and tied to
marketing strategy; they do not operate as an autonomous management
functions. The marketing concept thus replaces the functional fragmentation of
corporate activities, with integration of all business functions orientated toward

market requirement.
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The integrative role of marketing is facilitated by the appointment of marketing
executives at senior levels. Marketing should therefore be treated as a
coordinated and integrated system of related activities which are placed under the
top marketing executive. Thus the degree of influence of the marketing
department over the other functional areas can be used as an reliable indicator of

marketing orientation.

7.3.4 Segmentation

The society’s business strategies should have a clear and strong marketing
component built around; precise definitions of market segments, careful analysis
of those target segments, customers, and the firms unique competitive advantage

in those segments.

There should also be key account strategies for dealing with major customers and
distributors, who should be regarded as business assets and managed as long term

relationships.

7.3.5 Responsiveness

The fifth element of a marketing orientation is responsiveness to market
intelligence. An organisation can generate market intelligence and disseminate it
internally; however, unless it responds to market needs this effort is wasted.
Responsiveness is therefore the action taken in response to market intelligence
that is collected and disseminated e.g.new products should be based on market

research.
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Responsiveness to market intelligence may take the form of selecting target
markets, designing and offering products/services that fill current and anticipated
needs, and producing, distributing and promoting products in a way that
generates a favourable customer response. Nearly all departments, participate in

responding to marketing trends in a market orientated company.

The questionnaire used in this survey was developed on the basis of the

indicators which have been identified above.

7.4 Summary of the Methodology

The methodology can be divided into eight stages, progressing from an initial

literature review to the presentation of the results.

Stage 1 Review of the literature and the identification of the characteristics

that are indicative of the marketing orientation.

Stage 2 A panel of senior building society executives was established to
discuss the development of the questionnaire and the areas of
discussion.

The panel strongly indicated that if we wished to test the attitudes
of senior executives, a postal questionnaire was unlikely to be

reliable.

Stage 3 Drawing on discussions with the panel, the design of the

questionnaire and the structure of the interview were finalised.
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The questionnaire was then tested in a pilot study to eliminate

possible differences in interpretation.
All the Top 50 Building Societies were telephoned to identify the
names of the Chief Marketing Executive and the Chief Executive

Officer.

a) For the top 20 Building Societies, appointments were made to interview

the Chief Marketing Executive.

b) The Chief Marketing Executives of Building Societies outside the top

20, were mailed a personally addressed letter and questionnaire.

© Seven Chief Executive Officers were interviewed.
Discussions at the interviews centred around the areas identified in
the questionnaire. During the interview each respondent was

asked to complete the questionnaire.

Six building societies mailed postal questionnaires to their

randomly selected branch managers.

Results collation and analysis.

Presentation and interpretation of the results.
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7.5 Sample Identification

On the 25th July 1991, there were 99 building societies listed as members of The
Building Societies Association [5]. All the societies listed were ranked in order

of Group Total Assets.

Using this list as the basis for the research, all of the respondents (except the
branch managers) of top 20 building societies and all the Chief Executive Officers
were surveyed by way of an interview. Building Societies from the remaining
group of 30 societies were surveyed by way of postal questionnaires. This
procedure ensured that the societies controlling over 92% (Table 7.1) of the total
assets (the top 20) of the Association were extensively interviewed. The attitudes

of the remaining societies was also examined, by way of a mailed questionnaire.

Table 7.1
Building Societies: Share of Total Assets

1986 to 1991 (Percent)

Year Top 5 Top 10 Top 20
% % %
1986 56.8 76.6 89.2
1987 60.8 79.3 89.9
1988 62.5 80.7 90.8
1989 61.0 79.1 89.9
1990 59.9 79.7 91.2
1991 59.2 81.0 92.5

Notes: The Abbey National converted to Banking status in 1989.

Source: Annual Report of the Building Societies Commission 91-92

163



Fieldwork II: Design & Methodology

For the purpose of this thesis, the 50 members of the Building Societies

Association were segmented into the following groups;

a) 1to 10 - assets over £5 billion
b) 11 to 20 - assets over /1.5 billion
¢ 21 to 50 - assets less than £1.5 billion

The Top 10 societies, have large branch net works throughout the country, and
are commonly classed as the National societies. The societies ranked from 11 to
20, have smaller branch networks, usually with a good representation in their
home regions. They are usually classed as the Regional societies. The remaining
societies, those ranked from 21 to 50, concentrate their activities in their local

markets, and typically have small branch networks. These are the local societies.

At the outset it was recognised that we would encounter some reluctance arising
from the question of confidentiality, and that this would affect the readiness of
building society management to participate in this study. Thus, though it was
intended to survey all the societies, it was recognised that not all would agree to

participate.
Three levels of responsibility were selected for the research, they were as follows:
- Chief Marketing Executives ~ (CME’s)

- Chief Executive Officers (CEOs)
- Branch Managers (BM’s)
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The primary target for the study was the Chief Marketing Executive group,
whilst the Chief Executives and the Branch Managers together formed the
secondary target groups. As a wide variety of job titles were likely to be
encountered, each of the above was identified by reference to the definitions set

out below.

Many of the larger societies now have a group structure, encompassing a number

of associated companies such as Estate Agency, Insurance, and Financial Advice.

The Chief Marketing Executive was defined as the highest ranking executive
directly involved with marketing for the entire building society as a group. It
should be noted that most senior building society executives have wide ranging
responsibilities, and therefore the Chief Marketing Executive is likely to have

additional responsibilities outside the immediate marketing arena.

Identification of the Chief Marketing Executive, was therefore likely to be
problematical due to the wide range of responsibility. Job titles alone were
therefore unlikely to be reliable. As a result in every case, it was decided to
verify the operational responsibilities of the Chief Marketing Executive

respondents by reference to the societies’ organisational chart.
The Chief Executive Officer was defined as the highest ranking Executive Officer
for the entire building society as a group. Titles varied from Group Chief

Executive to General Manager.

The Branch Managers were defined as the managers of the traditional building

society branch network. This definition therefore excluded those managers from
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the associated companies of the society, such as the estate agencies. To ensure
consistency, it also excludes Branch Managers who were responsible for more

than one branch.

All the Chief Executives in the survey were interviewed. Similarly, all the Chief
Marketing Executives in the Top 20 were interviewed, whilst the rest were sent
postal questionnaires. However, to ensure inferential reliability, three Chief
Marketing Executives outside the Top 20 were also interviewed. All the Branch
Managers were surveyed by postal questionnaire. The reasons for choosing these

three levels of responsibility are set out below.

7.5.1 Chief Marketing Executives:

The Chief Marketing Executives formed the primary target group for this survey.

For the marketing concept to be adopted by the society it is essential that its
philosophy is understood and adopted by the Chief Marketing Executive. The
philosophy does not imply that all of the top management should have a
marketing background [6]; however, it is essential that top marketing
executives should be customer orientated. This is because the Chief Marketing
Executives’ involvement in planning and the application of marketing concepts,
tools and techniques. Organisationally, they are responsible for the marketing
function. Thus, their attitudes towards the marketing concept will affect the

actual implementation of the concept.

The appreciation and understanding of marketing and its concepts by the Chief

Marketing Executives is therefore essential. For this reason the study was
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primarily focused on this group of building society senior executives.

Together with a number of other indicators, the study looked at the
appointment, role and relative position of the Chief Marketing Executive (CME)

and the establishment, location and status of the Marketing department.

In organisational terms, the role of the Chief Marketing Executives is indicated
by their participation in committee and group decision making, he would thus
be able to bring the customer’s point of view to top management decisions. The
degree of involvement of the Chief Marketing Executive in corporate goal setting

and planning, is therefore used as an indicator for this role.

Despite the variations, the title of the top marketing executive can be also

indicative of his organisational status.

7.5.2 Chief Executives:

The prevailing attitudes within building societies are often shaped by senior
executives, particularly the Chief Executive Officer who is in a position of power
and influence [7]. A positive attitude toward marketing by the Chief

Executive Officer will therefore have considerable influence upon the culture of

the society.

It was therefore important to establish the degree to which the marketing
concept is understood and accepted by the Chief Executive Officer, and to
establish his perceptions of the status of Marketing within the organisation of the

society.
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7.5.3 Branch Managers:

All building societies rely primarily on their branch networks for the provision
of customer services. The Branch Manager is therefore in a central position in

respect of marketing efficiency and implementation of marketing policies.

A good measure of the penetration of the marketing concept down through the
organisation is therefore demonstrated by the degree of understanding of

customer needs and marketing concepts by Branch Managers.

7.6 The Survey

In order to assure the quality of the data collected in terms of inferential
reliability and validity, it was felt that the quantitative study should also be
supported by a qualitative study. One of the main reasons for adopting this
approach was the need for responsive cross checking and amplification of

information.

It also has the advantage of verifying that the respondent of a questionnaire is in
fact the addressee. A survey of earlier studies of this type ([8], [9] and
[10]) failed to identify alternative techniques and safeguards utilised by these

authors to ensure that the respondent and addressee were one and the same.

Sykes [11] suggests that a qualitative element in such cases is helpful because

of:
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" the flexible and responsive interaction which is possible between the
interviewer and respondent allows meanings to be probed, topics to be
covered from a variety of angles and questions made clear to respondents.
Areas where the respondents have a lot to say can be given special attention,
those where they have less to say played down. Sensitive issues, topics where
the issues are ill defined, ill understood or conceptually complex....... all
benefit from the kind of interaction which is possible in a qualitative
interview".

A high degree of validity is therefore possible in qualitative research because of
the opportunities it offers for responsive cross checking and the amplification of
information from individual sample units as it is generated. This provides a
means of checking apparent validity, and the successful accomplishment of most
‘response tasks’. The respondents meanings and understanding can also be
thoroughly explored as can "the linkages between attitudes and behaviour at a

personal level" [12].

The qualitative study thus provides the flexibility to ensure the quality of
information is not compromised due to rigid standardisation required in

quantitative study. In this respect Reynolds and Johnson [13] found that;

"Quantitative findings depend on respondents ability to make sensible replies
on issues that are often difficult to frame as simple, straight-forward interview
questions, and the circumstances of the normal questionnaire survey do not
permit the flexible give and take between interviewer and respondent that
assures that the question was correctly understood".

The use of questionnaire based interviews therefore improves the inferential

reliability of the data collected.
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7.6.1 Pilot Study:

The questionnaire for this study was tested on a Pilot Group of three Chief

Marketing Executives, who had agreed to become closely involved in the project.

The group comprised of Chief Marketing Executives from a top 20 Building
Society, and two from societies outside the top 20. A draft questionnaire was
compiled from the literature search. Its construction and terminology used was
tested on the Pilot Group. The Pilot Group were also very helpful in
identifying the depth of information the different groups of respondents could

reasonably be expected to provide.

In recognition of the anticipated problems of gaining access to the selected
groups of senior building society executives, the Pilot Group were asked to

recommend strategies for accessing each group of respondents.

The Pilot study also highlighted a number of practical problems associated with

postal self-completion questionnaires, some of which are outlined below;

a) the societies receive numerous postal questionnaires, with the largest

societies receiving over 500 postal questionnaires per annum.

The established practice for a questionnaire addressed to a Senior Executive, is
to routinely delegate it for completion. Thus, postal questionnaires addressed
to the Chief Executive Officer or the Chief Marketing Executive may actually
prove to be more revealing of the attitudes of middle management rather than

the Executive addressee.
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For the postal questionnaire survey, it was decided that the best way of
eliminating this problem was to verify, by way of a follow up phone call, that

the addressee of a questionnaire was in fact the respondent.

b) Building societies receive numerous requests for assistance in completing

questionnaires from a variety of sources including academic researchers, trade
journals, consumer groups, and financial journalists. However, an increasing
number of business interests are also using ’research questionnaires’ to gather

data for commercial advantage.

Response rates are therefore likely to be low for a postal questionnaire survey.
The pilot group recommended that the questionnaires should be accompanied
by an explanatory letter on the university letterhead, and that follow up
phone calls to the Chief Marketing Executives should be made, reassuring

them of the genuine nature of the research.

¢) The questions could be interpreted in a number of different ways. The
pilot study was useful in pre-testing the questionnaire to minimise this effect,
though interpretational differences could not be eliminated entirely. This

makes the results of a self completion questionnaire less reliable.

d) Relevant background information could be missed when using a
standardised questionnaire.

This is because different societies vary enormously in terms of culture, goals,
competitive pressures and organisation. Eg. small societies must pay keen
attention to product volumes in relation to their assets, as a particularly

successful product could lead to inadvertently exceeding existing guidelines.
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The most effective way of eliminating these problems was to use the
questionnaire based interview technique. These interviews are likely to be more
effective and reliable, as every effort could be made to ensure that the
interviewees understood the questions being asked and this technique also enables

the simultaneous collection of both quantitative and qualitative data.

However, it is evident that this would not be possible either for all the Chief
Marketing Executives or the Branch Managers survey. In such cases a self-
completion questionnaire was mailed to the respondents, together with a

covering letter outlining the purpose and usefulness of the study.

The follow up technique [14], was a phone call to the respondent.

7.6.2 Access Issues:

As mentioned earlier, it was recognised at the out-set that the adoption of the
questionnaire based interview technique would present particular problems of

accessing high level executives of the building societies.

The Pilot Group was asked to recommend access strategies for each of the three
groups of respondents. As a result different access strategies were developed for

each respondent group.

The primary group, the Chief Marketing Executives, was identified as the key to
accessing both the secondary target groups; the Chief Executive Officers and the
Branch Managers. The Pilot Group suggested that the Chief Marketing

Executives were in a unique position to act as facilitator, and in particular,
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provide an introduction to the Chief Executive. The use of a facilitator in such

cases is recommended by Martin [15].

For each group of respondents, the access methodology developed is outlined in

the survey procedure below.

7.6.3 Survey Procedure:

1) All the Top 50 Building Societies Association members were telephoned to
establish the name and the precise job title of the Chief Marketing Executive and

the Chief Executive Officer.

1i) a) The Chief Marketing Executives of the Top 20 Building Societies were
sent a personal letter on the Business School Letterhead (see Appendix II)
requesting an interview. The letter emphasised that the executives own personal
and individual views were sought, and assuring them of total confidentiality.
The letter also indicated that a phone call would be made the following week to

make an appointment.

On the advice of the Pilot Group, this letter was accompanied by a recent article
in the ’Financial Adviser’ (Appendix III) commenting on the merits of this
research project.

Follow up phone calls were made the following week to:

- Reconfirm that there were no commercial

interests attached to the survey
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- Reassure the respondent of confidentiality
- Clarify any queries

- Make an appointment for the interview

11) b) The Chief Marketing Executives of the remaining 30 building societies
were sent a similar personally addressed letter together with a copy of the
questionnaire. The letter emphasised that the executives should complete the
questionnaire personally as their own personal and individual views were sought,
and assuring them of full confidentiality. The letter also indicated that a follow
up phone call would be made the following week to answer any queries that

may arise.

Again, this letter was accompanied by the article in the Financial Adviser
commenting on the merits of this research project. As before, follow up phone

calls were made the following week in order to:

- Reconfirm that there were no commercial
interests attached to the survey

- Reassure the respondent of confidentiality

- Clarify any queries

- Ensure that the questionnaire was completed
by the addressee

- Establish when they expected to return the

questionnaire

If the questionnaire was not received in the following ten days, additional phone

calls were made to persuade the respondent to complete and return it.
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In each case, the status of the Chief Marketing Executives was verified by

reference to the society’s organisational chart.

1i) Selected Chief Marketing Executives were asked if they would facilitate a
meeting with their Chief Executive Officers by introducing the researcher and by

explaining the merits of the research.

All Chief Executives agreeing to participate in the survey were interviewed.

1v) Some Chief Marketing Executives were asked if they would help by
centrally mailing questionnaires to their branch managers. These questionnaires

were to be returned direct to the researcher for confidentiality reasons.

7.6.4 Interview Technique:

At the interview, the discussion areas were guided by the subject areas in the
questionnaire, which was completed by the researcher during the process of

discussion.

Interviewees were given every opportunity to discuss their perceptions of
Building Society marketing and were encouraged to expand on their role and
responsibilities.

A copy of the society organisational chart was obtained at the interview to verify
the status of the respondent.

At the end of the interview the Chief Marketing Officer was asked for his
assistance in making appointments with the Chief Executive Officer, and

whether he would be able to coordinate the central mailing of the questionnaires
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to the Branch Managers.

7.7 The Questionnaire

The research procedure was designed to assess the extent to which British
building societies exhibit the characteristics that the literature suggests are

supportive of a marketing orientation.

7.7.1 Questionnaire Development:

Sources of ideas for questions were based on ideas generated by a detailed survey
of the literature relevant to financial services marketing. Surveys by Hooley et al
[16], [17], [18], [19] and Mann [20] in related areas were useful

as they provided a good source of ideas.

The type of questions ranged from simple ’yes/no’ alternatives, to a range of
questions that needed to be ranked or rated on a five point scale. A Linkert

type scale was used for some questions to measure attitudes.

The overall aim was to obtain information related to the importance of
marketing to the Building Society, and to generate data about the attitudes of

respondents to the marketing concept philosophy and its implementation.
The questionnaire was designed to generate information in the two main areas

discussed earlier in sections 7.2 and 7.3. Briefly these were; i) attitude towards

Marketing and the Concept and ii) implementation of the Marketing effort
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including the background of the respondents. Data on the career experience and

academic and professional qualifications of the respondents was also collected.

The attitudes and understanding of marketing of the senior executives of building
societies, would depend on their previous experience of marketing before they
took up their current appointments. Manager tenure is important as some may
possess too narrow a perspective as a result of spending their entire career in a

single industry [21].

Clearly, academic and professional qualifications will also shape their attitudes

towards marketing.

7.7.2 Questionnaire Construction:

The draft questionnaire was refined by regular consultation with the Pilot

Group, helping to standardise the terms used and to remove ambiguity.

Where possible, a five point scale was used to provide a quantitative measure of a
qualitative construct. This would allow aggregation and quantitative analysis.
Only the extremes of each scale were labelled, with no other labels on the

intermediate points.

Three questionnaires were used one for each level of responsibility being
researched. The Chief Marketing Executive questionnaire was the basis of the
questionnaires used for both the Chief Executive Officer survey, and the Branch

Managers survey, with the exception that they excluded ’operational’ questions
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e.g.the size of the marketing department etc, either because they would have
been tedious repetition or impossible for the respondents to reply to for the lack

of information.

Thus, the Chief Marketing Executives responded to 54 questions, whilst the

Chief Executive Officers and Branch Managers responded to 35 questions each.

An explanation for the purpose of each question in the questionnaire is as

follows:

QL This was designed to establish the respondents perception of the
type of industry in which their building society operates. The aim of this
question was to determine their perspective of their business ie whether they

defined their business in a broad of narrow sense.

Q2. This was designed to confirm the existence of a separate marketing

department and identify its nature.

Q3. Confirmed the title, organisational status and professional

qualifications of the Chief Marketing Executive.

Building societies utilise a variety of job titles and differ considerably in the
way the marketing effort is organised. The Chief Marketing Executive may be
mainly concerned with Marketing and 'Business development’ with a mixture

marketing responsibilities.

The question thus identifies the degree of involvement of the Chief Marketing
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Executive with the marketing function, reducing the dependency on his job

title to identify his responsibilities.

Q4. Identifies the age and size of the marketing department in the
society. An attempt is also made to assess the number of active qualified

marketing personnel.

Q5. In this question, ten corporate functions were ranked by
respondents in order of importance. The relative importance of marketing

compared to the other functional areas is used as an indicator.

Qo. Attempted to identify the main competitors of the society,

establishing the depth of competitor knowledge.

Q7. Identified the perceived main distribution channels for the society,

both currently and in five years, for each of the two main product lines.

Q8. Identified the marketing goals for the society for the two main

product lines.

Q0. The existence and sophistication of the research function is

identified here.
Q10. The involvement of the Chief Marketing Officer in setting of

Corporate goals is assessed. This both an indicator of the status/role of the

marketing executive and the orientation of the society towards marketing.

QIL. The background of the Chief Marketing Executive clarified by this
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question (& Q55).
The career experience of the Chief Marketing Executive would be reveal the

extent of his experience in marketing, and where it was acquired.

Q12. The attitudes of the respondent to service are identified, in relation

to the competition.

Q13. The respondent’s attitude towards production, selling and

marketing orientations are examined in this question.

Q14. The existence, age, size and organisational position of the research

department is confirmed.

Q15. The reasons for, and approach to, product innovation is examined

by this question.

Q16, 17, 18 & 19. Identify the depth, scope and impact of the research

function, together with the reasons for not doing research.

Q20. The responses to Q15 are re-examined by extending the range of

responses available to the respondent.

Q21. Identifies the degree of responsibility attributed to the marketing

department for a range of functions.

Q22. In the absence of a marketing department the responsibility for a

range of functions was clarified.
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Q23 & 24. The range and importance of various promotional approaches

are examined.

Q25. The importance attached to training and its recipients is

examined.

Q26, 27 & 28. The importance of various strategies are identified. Their
relative importance was examined by using both a five point scale and by

ranking in order of importance.

Q29. The relative importance of marketing is examined by comparing

the strength of the marketing effort with the sales effort.

Q30 to 44.  Part II of the questionnaire was designed to further examine the
respondents attitudes towards the marketing concept philosophy. The fifteen
statements were designed to measure the degree of awareness of the marketing

concept and to what extent this concept had been accepted.

These questions can be divided into three sectors as follows:

a) General Attitude:

Q30, 31, 32, & 33
b) General Orientation:

Q36, 37, 39, 42, 43, & 44
o) Marketing Status & Influence

Q34, 35, 38, 40, & 41

Q45 &€46. Identify the society’s success factors and goals.
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Q47. Identifies the perceived importance of departmental functions in
the light of the CEO’s experience requirements. This identifies the likely
cultural importance of marketing when compared to the other functional

areas.

Q48 & 49. Identify the cultural values of the society, and its perceived

orientation towards its customers.

Q50. Reveals the operational planning mechanisms in existence.

Q51. Attempts to quantify the number of questionnaires received by the

society, in an effort to verify the recommendations of the Pilot Group.

Q52. The cultural attitude towards marketing is important in
determining the influence of marketing on the society. This question

identifies the sources of major influence on the culture of the society.

Q53 & 54. Attempt to determine the degree of real independence of the
marketing department. The pilot study revealed that though marketing
departments were apparently given wide functional responsibility, close
control over marketing activity could be exercised via the marketing budget

by the requirement of restrictive ’signing off” procedures.

Q55. Asks for background data on the respondent.

In the following chapter the findings of the philosophical understanding of the

marketing concept are discussed, together with a presentation of the findings.
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Chapter Eight

Findings I: Marketing Philosophy

8.0 Philosophical Acceptance: Introduction

This chapter presents the findings of the first half of the research survey focusing
on the degree of philosophical acceptance and understanding of the marketing

COHCCP'E.

The survey was conducted on the top 50 British Building Societies ranked in size
by Total Assets. All the societies surveyed were members of the Building

Societies Association.

As discussed in Chapter 2, in recent years the Building Society Industry has been
undergoing a continuing process of rapid contraction. For example, in 1990
there were 126 Members of the Building Societies Association, and by October

1992 there were only 88 members of the BSA left.

Therefore, in order to provide a fixed reference point for the survey, the
Building Societies Association Fact Sheet 10 [1]. This factsheet dated July
1991, listed 99 member societies, which were ranked in order of Total Group

Asset size.
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As a result of the continuing contraction in the numbers of societies, this survey
includes data obtained from two societies, the Town & Country and the
Southdown, which transferred engagements after the survey was completed.

In this Chapter the response rates to the survey are presented first. This is
followed by tabulations of the distributional characteristics of the data from the

philosophical study.

In the next chapter, the practical organisation of the societies is studied to
establish whether the organisational structure of the societies and the

responsibilities of their executives reflect a marketing emphasis.

8.1 Data Organisation:

As discussed earlier this survey included both quantitative and qualitative data.
The quantitative data was collected by asking the respondents to express
agreement or disagreement to a number of statements embodying the tenets of

the concept. All the qualitative data was collected at interview.

8.1.1 Quantitative Data

In general, the data was collected by asking the different groups of respondents
to indicate their responses on a multi-point scale, so as to provide a quantitative
measure of a qualitative construct e.g. from very important to not important.
The data collected was summarised and tabulated by either; grouping the
adjacent readings on both ends of the scale, or by calculating the means of the

frequency distributions.
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Though it is appreciated that the absolute numbers in some cases may be small,
e.g. the Chief Executive Officers, they are still expressed in percentages to

facilitate comparisons with the other data.

In some cases, the respondents were asked to rank the questions in order of
importance. The relative importance of the factors is then determined by
calculating and ranking the mean of these frequency distributions. In most cases,
the lower the mean, the more important the factor is considered by the

respondents.

8.1.2 Qualitative Data

In addition, the data and analysis is supported by interviews conducted with
many of the respondents, examining their views on different issues of building
society marketing. Reference to relevant aspects of these interviews is made on a

section by section basis.

8.2 Survey Response Summary:

All respondents were asked to complete a questionnaire. This was completed at
interview for all Chief Executive Officers and the participating Chief Marketing
Executives from the top 20 societies. All branch managers responded to a mailed

questionnaire.

The primary target group for the survey was the Chief Marketing Executives.

The secondary target groups were the Chief Executive Officers and the Branch
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Managers.

In order to ensure their full cooperation, all participants in this survey were
assured complete confidentiality so as to protect both their personal and

commercial interests of the societies they represented.

8.2.1 Primary Target Group:

Using the techniques outlined in Chapter 6, a high overall response rate (70%)
for the primary target group was achieved (Table 8.1). This response rate
increases to 80% for the top 20 societies who control over 92% of the Total

Assets of the industry.

All the Chief Marketing Executives of the top 20 Building Societies who

participated in the survey, were interviewed.
Of the remaining societies in the survey, those ranked from 21 to 50, the
response rate amongst the Chief Marketing Executives was 63%. Of these, two

were interviewed, and the remainder were respondents to the Postal survey.

Thus over half the respondents in the primary group were interviewed, helping

to ensure the validity and reliability of the data collected.
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Table 8.1
Survey Response Rates: CME

Chief Marketing Executives

Society Rank Interviewed Postal Declined Total Number of
societies
1-10 8 0 2 10
11-20 8 0 2 10
21-50 2 1/ h 30
Total 18 17 15 50
Notes:

1. The response rate was 70% overall. For the top 20 societies the response
rate was 80%.
2. Two of the respondents above belonged to building societies who later merged.

Source: Project Fieldwork

8.2.2 Secondary Target Groups:

In the secondary target group (Table 8.2), seven Chief Executive Officers and 121
Branch Managers were surveyed. All the Chief Executive Officers were

interviewed and all Branch Managers were surveyed by Postal Questionnaires.
The respondents in the secondary target group were evenly distributed across the
three building society segments (Top 1-10; 11-20; and 21-50). A total of six

societies, two for each segment, participated in the Branch Managers survey.

The Branch Managers survey includes data from the Town & Country Building

Society, which transferred its engagements to the Woolwich Building Society in
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May 1992.
Table 8.2
Survey Response Rates: CEO & BM’s
Chief Executive Officers and Branch Managers

Society Rank Chief Executive Officers Branch Managers

1-10 2 44

11-20 2 39

21-50 3 38

Total 7 121

Notes:

1. All Chief Executive Officers were interviewed.
2. All Branch Managers were surveyed by postal questionnaire.

Source: Project Fieldwork

In four cases, the Chief Executive Officer, the Chief Marketing Executive and a

sample of Branch Managers from the same society participated in the survey.

8.3 The Marketing Concept

As discussed in chapter 5, the Marketing concept urges that the objective of a

business should be the satisfaction of the customer needs and wants for a profit

i.e. this should be the focus for all marketing and business decisions. There is

therefore a need for the Marketing Concept to be understood at all the levels of
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the organisation.

The degree of acceptance and orientation towards the marketing concept was
examined by determining the degree of awareness of the concept in both

philosophical and practical terms.

Given this distinction the study focused on both the above areas. The attitudes
of respondents to both the philosophical and implementational aspects were

assessed using a questionnaire.

The findings of the philosophical acceptance of the marketing concept were
studied using twenty-two questions (and sub-questions) in the survey. The

findings of this part of the survey are detailed in this chapter.
The implementational aspects were studied using the remaining questions and
sub-questions in the survey. The findings of this part of the survey are detailed in

the following chapter.

Acceptance of the philosophical aspects of the marketing concept were measured
by testing the respondents attitudes and orientation towards marketing on the

basis of the indicators identified in the previous chapter.

8.4 Attitudes

Attitudes towards marketing, research and profitability were each examined using

questions measuring the respondents attitudes.
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8.4.1 Marketing Attitudes

These were tested by asking the respondents to score questions on;

- Industry Perspectives
- Marketings’ relevance to Services

- Marketings’ Characteristics

Marketing Attitudes: Industry Perspective

One of the most important features of a firm is the definition of its market, as
this determines the nature of the business, its products, its customers, and its

competitors.

A product orientated firm defines its industry in a narrow sense, while a

marketing orientated firm views its business more broadly.

To determine the respondents’ perspectives of the industry they were asked to
identify the best term describing their industry. Their choices ranged from very
narrow to broad (Saving & Mortgages to Retail Financial Services). The

following chart indicates the attitudes of the respondents;
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Chart 8.1
Best Description of the Industry.

(Percent of Respondents)

From the chart it can be noted that across the three layers of responsibility, the
Marketing Executives tended to have a wider perspective of their industry and
are therefore more marketing orientated in terms of industry definition, than the
Branch Managers. In addition note that respondents of the larger societies have a
wider perspective of their industry than their counterparts in the smaller
societies. As a group, the Branch Managers in particular had a short sighted view
of their business. They believed themselves to be a special category, rather than
belonging to the broader classification. This characteristic was also more evident

amongst the Chief Marketing Executives of smaller building societies.
Marketing Attitudes: Relevance to Services

All respondents were asked to indicate the degree of agreement or disagreement
on a scale 1to 5 ( 1= strongly agree) to the question "Marketing is more

relevant to manufacturing than service firms". Their responses are indicated in

the following tables:
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Table 83 (Q30 & 31)

Marketing Attitudes: CME

Chief Marketing Executives Frequency (Percent)

Society Rank 1-10
n=8
Agree Dis-agree
Q31. Marketing is more relevant to manufacturing than services. 0 7 (88)
Q30. Marketing is mainly concerned with stimulating demand for a product 4 (50) 3 (38)

or a service.

Table 8.4 (Q30 & 31)

Marketing Attitudes: BM

Branch Managers Frequency (Percent)

Society Rank 1-10
n=44
Agree Dis-agree
Q31. Marketing is more relevant to manufacturing than services. 3 40 (91
Q30. Marketing is mainly concerned with stimulating demand for a product 34 (77) 5 (11)

or a service.
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11-20
n=8§
Agree Dis-agree
0 8 (100)
6 (75 2 (25
11-20
n =39
Agree Dis-agree
0 36 (92)
27 (69) 2 (5

21-50
n-19
Agree Dis-agree
0 19 (100)
10 (33) 3 (16)
21-50
n =38
Agree Dis-agree
3@ 30 (79
24 (63) 5 (13)

All
n=35
Agree Dis-agree
0 34 (97)
20 (57) 8 (23)

Source: Project Fieldwork

A
A= Z
@}
Agree Dis-agree
6 (5 106 (87)
85 (70) 12 (10)

Source: Project Fieldwork
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Table 8.5
Marketing Attitudes: Chief Executive Officers

Frequency (Percent)

Agree Disagree
Q31. Marketing is more relevant to manufacturing than services. 0 7 (100)
Q30. Marketing is mainly concerned with stimulating demand for a product or a 3 43) 1 (14

service.

Notes: In each case a five point scale was used. The extremes were labelled Strongly agree to Strongly disagree. Scale
points 1,2 and 4,5 were aggregated.

i Source: Project Fieldwork

Note from the above tables that nearly all the respondents across the three
sample groups show broad acceptance of the marketing concept, disagreeing with

the statement that "marketing is more relevant to the manufacturing industry".

Nearly all of the Chief Marketing Executives disagreed with this statement.

Even among the Branch Managers of the smaller societies where acceptance is

least enthusiastic, 87% disagreed with the statement.

Marketing Attitudes: Marketings’ Characteristics

Broad acceptance of the relevance of marketing is general. But for many, is seen

to have a narrow ’selling’ function.

There is therefore broad acceptance of the relevance of marketing in services, but

for over half of the respondents, it is seen to have a narrow ’selling’ function, as
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they agreed that "Marketing is mainly concerned with stimulating demand for a

product or a service".

The narrow view of marketing is especially widespread among the Branch
Managers but, even among the Chief Marketing Executives, almost 60% believe
that marketing is mainly concerned with ’stimulating demand’. Only a quarter of
this most closely concerned group rejected this narrow definition. The most
likely to reject it are Chief Marketing Executives in the larger societies, where

one in three do so.

Three of the seven Chief Executive Officers (43%) agreed with the narrow

approach to marketing, with only one rejecting it outright.

Respondents attitudes to marketing were further tested by asking all of them to

rank three statements in order of importance. Their responses were as follows;

Table 8.6 (Q13)

Attitudes: Marketing Characteristics (Means)

CME CEO BM
Mean Rank Mean Rank Mean Rank
Success is achieved by supplying services at the optimum quality and cost. 171 1 143 1 1.69 1
Success depends on customer research and product innovation. 2.05 2 2.14 2 199 2
Selling and promotion are the key to success. 237 3 242 3 2.20 3
Notes: CME = Chief Marketing Executive, CEO = Chief Executive Officer
BM = Branch Manager. Most important = Lowest mean.  Source: Project Fieldwork.
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In all three categories of respondents product quality and cost are seen as the key
to success. The general attitude is that the marketing effort should be

production orientated rather than customer orientated.

8.4.2 Research Attitudes

Four statements were used to test the philosophical attitudes of respondents
towards market research. Tables 8.7 & 8.8 show the statements used and the

respondents views.

Superficially, the majority of respondents in each group seem to accept the need

for market research, agreeing that it should "have an impact on all departments".

Among Chief Marketing Executives, this acceptance is reinforced by recognition
of the need to target customer segments, implying the need for the depth of
understanding that market research can yield. Many Branch Managers and Chief
Executives however, seem to have a simpler view of the world. In these two
groups, only around half recognise the need for segmentation. Branch Managers
in the smaller societies in particular, are inclined to believe that the "typical”

customer can be the target.
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Society Rank

Q39. The society should satisfy the typical customer rather than individual

segments of customer.

Q40. Market research should have a direct impact on the operations of all

departments.

Q43. Societies are more sensitive to customer needs than banks.

Q44. Customers trust societies more than banks.

Notes:

1.

2. Scale points 1, 2 and 4, 5 were aggregated.

Table 8.7 (Q39,40,43,44)
Research Attitudes: CME
Chief Marketing Executives

Frequency (Percent)

1-10
n=38
Agree Dis-agree
1 (13) 7 (88)
7 (88) 1 (13)
6 (75 0
8 (100) 0
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Agree

1 (13)

5 (63)

7 (88)

8 (100)

In each case a five point scale was used. The extremes were labelled from Strongly Agree to Strongly Disagree.

11-20

Dis-agree

5 (63)

1 (13)

Agree

2 3

14 (74)

15 (79)

18 (95)

21-50

n-19

Dis-agree

12 (63)

G

2 (11)

Agree

4 3an

26 (74)

28 (80)

34 97

All

n-35

Dis-agree

24 (69)

309

2 ©)

Source: Project Fieldwork.



Society Rank

Q39. The society should satisfy the typical
customer rather than individual segments of

customet.

Q40. Market Research should have a direct impact

on the operations of all departments.

Q43. Societies are more sensitive to customer

needs than banks.

Q44. Customers trust societics more than banks.

Notes:

Table 8.8 (Q39,40,43,44)

Research Attitudes: CEO & BM’s

Frequency (Percent)

1-10

Agree

7 (18)

32 (73)

38 (86)

35 (80)

n =44

Dis-

agree

23 (52

30

e

2 )

Agree

9

26

34

35

23)

©7

&7

90)

Branch Managers

n =39

Dis-

agree

21 (54)

5 (13)

2 6)

2 ()

1. In each case a five point scale was used. The extremes were labelled from Strongly Agree to Strongly Disagree.

2. Scale points 1, 2 and 4, 5 were aggregated.
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21-50

n =38
Agree Dis-

agree
14 (37) 13 (34)
21 (56) 4 (10)
34 (89) 1 (3
36 (95) 0

Agree

30 (25)

79 (65)

106 (88)

106 (88)

CEO’s

All
n=121 n=7
Dis- Agree Dis-
agree agree
57 @47) 2 (29) 4

67

12 (10) 6 (86) 0
4 (3) 5 (71) 0
10 @® 6 (86) 0

Source: Project Fieldwork.
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Enthusiasm for market research may well be tempered by the feeling of most
respondents that they are already ’close’ to their customers, understanding their
needs and enjoying their trust. This view is particularly prevalent amongst the
Branch Managers, 88% of whom believe that they are more sensitive to their
customer needs than the banks. Over 85% of all respondent groups feel that
customers trust societies more than banks. This perception is particularly widely

held at all levels in the smallest societies.

Interviews with some of the respondents revealed that the larger societies
believed that though they enjoy greater customer trust than the banks, this was
likely to decline as the building societies increasingly offer and become more
bank like with their services. The smaller societies are more likely to stick to

their core businesses and therefore feel more confident in this area.

8.4.3 Profit Attitudes

Another dimension of the marketing concept philosophy is that of profitability.
In order to assess the respondents views on this issue they were asked to indicate
the extent of their agreement or disagreement with the two statements presented
to them in Q33 & 42. Table 8.9 and Table 8.10 indicate the respondents views

by level of responsibility.
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Table 89 (Q33 & 42)

Attitudes to Profit: Chief Marketing Executives

Frequency (Percent)

Society Rank

Chief Marketing Executives

o 11-20 21-50 All
o 8 n=8 n=19 n=35
Agree Dis- Agree Dis- Agree Dis- Agree Dis-
agree agree agree agree
Q33 Our Main task is to increase sales volume 1(13) 7(88) 1(13) 6(75) 0 15 (79) 2(6) 28 (80)
profits will follow naturally.
Q42 Societies should be organised to provide 7(88) 1(13) 8 (100) 0 16 (84) 1(5) 31 (89) 2(6)
services to customers for a profit.
Notes:
1.

In each case a five point scale was used. The extremes were labelled from Strongly Agree to Strongly Disagree.
2. Scale points 1, 2 and 4, 5 were aggregated.

Source: Project Fieldwork.
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Table 8.10 (Q33 & 42)
Attitudes to Profit: Chief Executives Officers and Branch Managers

Frequency (Percent)

Branch Managers

CEO’s
Society Rank 1-10 11-20 21-50 All All
n =44 n =39 n-38 n=121 n-7
Agree Dis- Agree Dis- Agree Dis- Agree Dis- Agree Dis-
agree agree agree agree agree
Q33 Our Main task is to increase sales volume 13 (30) 22 (50) 11 (28) 16 (41) 13 (34) 15 (39) 37 (31) 53 (45) 4(57) 1(14)
profits will follow naturally.
Q42 Societies should be organised to provide 34 (77) 2(5) 30 (77) 0 36 (95) 0 100 (83) 2(2) 7 (100) 0
services to customers for a profit.

Notes:

1.

2. Scale points 1, 2 and 4, 5 were aggregated.

In each case a five point scale was used. The extremes were labelled from Strongly Agree to Strongly Disagree.
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In all respondent groups the large majority show clear profit orientation. Indeed
the level of focus on profitability is surprising in view of the mutual status of the
building society industry, who up to the introduction of the Building Societies

Act 1980, called profits "surpluses".

However, nearly a third of the Branch Managers and over half of the Chief
Executive Officers felt that increased profitability is the automatic result of

increased sales.

At interview, some Chief Executive Officers indicated their belief that sales
volume and profits always moved together. One Chief Executive Officer
however, disagreed strongly with the statement in (Q33, he summed up his

feelings with the quote:

"Turnover is Vanity
Profit is Sanity
Cash is Reality."

8.5 Orientation
The respondents orientation towards marketing was measured by asking them to
respond to twelve questions. These questions were designed to provide an

indication of their orientation towards;

- Marketing in general

- the Corporate culture
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- the Corporate and Marketing goals and

- the Integrative role of marketing

The findings of each of the above are discussed below.

8.5.1 General Orientation

Three statements about general marketing orientation were presented to the
respondents, who were asked to indicate their degree of agreement or otherwise
with each. The results confirm that the earlier indications that for many, their
perceptions of marketing is very narrow: as a way of selling an already good

product.

From the table above note that 43% of the Chief Marketing Executives overall
disagreed with the statement that marketing is simply selling effectively. Of the
largest societies, 75% of the Chief Marketing Executives disagreed with this
statement. This level of disagreement declines as the societies get smaller.
However, half of the Branch Managers and Chief Executives agreed with this

statement.

However, when the statement is expanded to include the societies products and
services, over half of all Chief Marketing Executives agreed with Q36. Only the
Chief Marketing Executives of the largest societies were undecided with 38%
both agreeing and disagreeing with this statement. In the secondary target
group, nearly two out of three Branch Managers and Chief Executive Officers

agreed with the above statement.
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Q32 Marketing is selling effectively.

Q36 Marketing is selling the society’s products

and services to its customers.

Q37 Make a better product and people will beat a

path to your door.

Notes:

1.

2. Scale points 1, 2 and 4, 5 were aggregated.

Table 8.11 (Q32, 36 & 37)
General Marketing Orientation: Chief Marketing Executives

Frequency (Percent)

Chief Marketing Executives

1-10 11-20 21-50
n=8 n=8 n=19
Agree Dis- Agree Dis- Agree Dis-
agree agree agree
1 (13) 6 (75) 1 (13 3 (39) 4 Q@ 6 (32
3 (38 3 (38) 5 (63) 0 10 (53) 3 (16)
1 (13) 3 (39) 2 (25 5 (63) 3 (16) 9 @7

In each case a five point scale was used. The extremes were labelled from Strongly Agree to Strongly Disagree.

Agree

6 (17)

18 (51)

6 (17)

All

Dis-

agree

3)

6 (17)

49)

Source: Project Fieldwork.
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Table 8.12 (Q32, 36 & 37)
General Marketing Orientation: Chief Executive Officers and Branch Managers

Frequency (Percent)

Branch Managers CEO’s
Society Rank 1-10 11-20 21-50 All All

n=44 n=39 n-38 n= 121 n=7

Agree Dis- Agree Dis- Agree Dis- Agree Dis- Agree Dis-

agree agree agree agree agree

Q32 Marketing is selling effectively. 15 (34) 10 (23) 24 (61) 5 (13) 20 (53) 1 29 59 (49) 26 (21) 4 (57) 1 (14

Q36 Marketing is selling the society’s products 29 (66) 6 (14 25 (64) 5 (13) 25 (66) 6 (16) 79 (65) 17 (14 4 (57) 0
and services to its customers.

Q37 Make a better product and people will beat a 18 (41) 17 (39) 24 (62) 3 (8 15 (39) 1 (29) 57 (47) 31 (206) 3 (43) 2 (29

path to your door.

Notes:
1. In each case a five point scale was used. The extremes were labelled from Strongly Agree to Strongly Disagree.
2. Scale points 1, 2 and 4, 5 were aggregated.

Source: Project Fieldwork.
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About half of the Chief Marketing Executives reject the production orientation
suggested in Q37. However, only a quarter of the Branch Managers and a third
of the Chief Executive Officers rejected this statement, reflecting a production

orientation.

Thus despite a high level of awareness of marketing, most respondents and
especially the branch managers equated marketing with rudimentary promotional
activities. Most of these respondents agreed with the idea that marketing is
simply selling effectively (Q32), though there are marked differences between the
groups. They therefore feel that a comprehensive definition of marketing is
selling the society’s products and services to its customers by stimulating

demand.

This reflects a sales-orientation approach which Kotler [2] defines as
"customers will either not buy or not buy enough of the organisations products
unless the organisation makes a substantial effort to stimulate their interest in its

products".

Most of the respondents in the secondary target group, therefore felt that
marketing was synonymous with selling, disregarding the rest of the marketing

mix. This is not in agreement with the marketing concept.

8.5.2 Corporate Culture
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Corporate or organisational culture is the pattern of shared values and beliefs
that helps individuals understand organisational functioning, and thus provides
the norms for behaviour in the organisation [3]. Corporate culture exerts a
tremendous influence on the behaviour of employees, and thus it is important

for the firm to have a positively marketing orientated corporate culture.

The impact of corporate culture was examined from two perspectives; Cultural

orientation and Cultural influences.

Orientation:

The three groups of respondents were asked to indicate on a scale from 1to 5 (1
= true), their perception of the society’s corporate cultural beliefs and
orientation by scoring eight attitudinal statements.

The results are outlined in Table 8.13 below.

Similarly, these respondents were also asked to indicate which terms best
described their society. Again, they were presented with a five point scale (1=

true) and asked to score seven descriptive terms. The results are indicated in

Table 8.15 (on page 212).
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Table 8.13 (Q48)
Corporate Culture: Orientation

All Respondents (Means)

Chief Marketing Chief Executive Branch Managers
Executives Officers

Mean  Rank Mean  Rank Mean  Rank
Belief in Superior Quality & Service 145 1 129 2 1.51 2
Belief in Economic Growth & Profits 1.77 2 1.00 1 1.47 1
We are Customer Orientated 207 3 1.86 4 1.80 4
Belief in Being Best 2.09 4 143 3 1.75 3
Main Task is to get better Sales from 218 5 214 6 192 ¢
Customers
We are Sales Orientated 227 6 2.29 8 180 5
We are Product Orientated 232 7 214 7 234 8
We are Innovative 2.33 8 200 5 220 7

Notes: Most important; lowest mean.

Source: Project Fieldwork.

From Table 8.13 we see that the societies, across the three groups of respondents,
consistently believe in economic growth and profits as well as superior quality

and service. They do not think that they are product orientated.

The Chief Executive Officers are more strongly growth and profits orientated

than either the Chief Marketing Executives or the Branch Managers.

The above findings which focus on profits and customer orientated service is in

agreement with the elements of the marketing concept.
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8.5.3 Culture: Influences

The prevailing corporate cultural attitudes are often shaped by senior executives.
The most senior of these executives, the Chief Executive Officers are in a
position of power and influence. They could be expected to have considerable
influence upon the culture of the society. A positive attitude to marketing by

the Chief Executive Officer, will therefore permeate the society.

In order to establish the source of the greatest influence on corporate culture, all
respondents were asked to rank in order of importance, five possible sources of

influence on the society’s culture.

The findings are set out in Table 8.14 below.

Table 8.14 (Q52)
Corporate Culture: Major Influences

All Respondents

Chief Marketing Chief Executive Officer Branch Managers
Executive Mean Rank
Mean Rank Mean Rank
Chief Executive Officer 1.31 1 1.43 1 2.20 1
Management 195 2 1.71 2 2.64 4
Board 225 3 229 3 225 2
Customers 2.37 4 2.71 4 2.57 3
History 293 5 2.86 5 3.64 5

Source: Project Fieldwork.
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All three groups of respondents feel that the Chief Executive Officer has the
greatest influence on the corporate culture of a building society. The Chief
Marketing Executive and Chief Executive Officer respondents believe that the
society’s management is the second most influential group in societies before the
Board. However, the Branch Manager respondent group believe that the Board
is more influential than the management in setting the corporate culture of the

society.

Thus societies are more likely to be marketing oriented if the Chief Executive

Officer has strong marketing led beliefs.

8.5.4 Self Perceptions

As described above, all the respondents were asked to indicate the terms best
describing their society.

The Table below indicates that the societies see themselves as friendly,
competitive, and profitable. Though the Chief Executive Officers strongly feel

that they are friendly and caring too.
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Table 8.15 (Q49)
Terms Best Describing the Society

All Respondents (Means)

Chief Marketing Chief Executive Branch Managers
Executives Officers
Means Rank Means Rank Means Rank
Competitive 1.69 1 1.86 3 1.70 2
Business Like 1.85 2 2.14 5 2.08 5
Profitable 1.89 3 2.14 4 1.88 3
Friendly 1.91 4 1.14 1 1.68 1
Caring 2.06 5 1.57 2 2.07 4
Socially Responsible 2.21 6 2.29 6 2.44 7
Efficient 243 7 2.29 7 241 6

Notes: Lowest Mean = Best Description.

Source: Project Fieldwork.

Closer examination of the Chief Marketing Executive’s data (Table 8.16) reveals

that there are considerable differences between the three society size groups.

The top 20 societies rank themselves as competitive, profitable and business like
whereas the smallest societies see themselves as ’friendly’ and ’caring’. All the
Chief Marketing Executives put ’socially responsible’ and ’efficient’ bottom of

their lists.
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Table 8.16 (Q49)
Terms Best Describing the Society CME’s

Chief Marketing Executives (Means)

ALL 1to 10 11 to 20 21 to 50
Means Rank Means Rank Means Rank Means Rank

Competitive 1.69 1 1.75 1 157 1 1.76 3
Business Like 185 2 1.88 3 186 3 1.82 4
Profitable 189 3 1.88 2 171 2 2.09 6
Friendly 191 4 238 4 2.00 5 135 1
Caring 2.06 5 2.50 5 2.00 4 1.67 2
Socially Responsible 221 6 275 6 200 o 188 5
Efficient 243 7 275 7 214 7 241 7

Note: Lowest mean = Best description

Source: Project Fieldwork.

The Branch Managers rank ’friendly’ and ’competitive’ highly. They also rank

’socially responsible’ bottom of the seven descriptive terms listed.
Thus, even though building societies are still mutual organisations, we note that

the societies no longer see themselves as socially responsible and caring, the

largest preferring to project a competitive, business like image.

8.5.5 Corporate Goals
Marketing should be the philosophy which directs corporate activity. As the

corporate philosophy is outlined by corporate goals and perceived success factors,

these will be indicative of the orientation of a society.
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All three respondent groups were therefore asked to respond to groups of
attitudinal statements which are indicative of the orientation of the society.
These statements identified the society’s orientation in respect of the corporate

goals and success factors.

All respondents were asked to rank in order of importance (I = most important)

seven suggested corporate goals. The results are indicated in Table 8.17 below.

Table 8.17 (Q46) 1
Corporate Goals

All Respondents (Means)

Chief Marketing Chief Executive Officers Branch Managers
Executives Mean Rank
Mean Rank Mean Rank
Improve Profitability 187 1 133 1 190 1
Increase Market Share 258 2 3.50 4 2.85 2
Improve Productivity 327 3 2.60 3 357 3
Defend Market Share 4.67 4 3.80 5 483 6
Survival 489 5 2.00 2 4.68 5
Expand Services/Products 494 6 550 6 4.67 4
Enter New Markets 532 7 7.00 7 550 7

Notes: More important; lower the mean.

Source: Project Fieldwork.

From the table above we see that all the respondents are agreed that improving
profitability is the most important corporate goal. The Chief Marketing

Executives and Branch Managers agree that increasing market share and
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improving productivity are the next most important goals. All the respondents

rank ’entering new markets’ as the least important corporate goal.

It is interesting to note that the Chief Executive Officers rank ’survival’ as the
second most important goal, reflecting as discussed earlier, the difficult trading

environment in the building society industry.

Closer examination reveals that there are differences between the Chief
Marketing Executives of the three different society size groups. These differences

are illustrated in Table 8.18 below.

Table 8.18 (Q46)
Corporate Goals CME’s

Chief Marketing Executives (Means)

ALL 1to 10 11 to 20 21 to 50
Mean Rank Mean  Rank Mean  Rank Mean  Rank

Improve Profitability 1.87 1 1.50 1 1.75 1 2.37 1
Increase Market Share 258 2 250 2 263 2 2.61 2
Improve Productivity 3.27 3 2.63 3 3.71 4 3.47 3
Defend Market Share 4.67 4 529 6 4.71 5 4.00 4
Survival 4.89 5 6.71 7 3.25 3 4.72 5
Expand Services/Products 494 6 4.75 5 5.29 6 4.79 6
Enter New Markets 5.32 7 4.00 4 6.29 7 5.68 7

Notes: More important; lower the mean.

Source: Project Fieldwork.

All the Chief Marketing Executives agree on the importance of improving
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profitability, market share and productivity. However, the mid range societies,
those ranked from 11 to 20, reflected the feelings of the Chief Executive Officers

in Table 8.17, by ranking survival as one of their top three goals.

It is interesting here to note that two of the societies surveyed in this group
transferred its engagements shortly after completion of the field work, clearly
illustrating that survival is a valid consideration for some building societies. In
contrast, the largest societies feel that survival is their least important concern,
whereas entering new markets is fourth in the ranking by importance. This is a
reflection of their competitive strategy towards the banks, who they see as their

most important competitors.

The focus on profitability demonstrated in Table 8.18, is in agreement with

earlier findings and in accordance with the elements of the marketing concept.

8.5.6 Corporate Success Factors

The three groups of respondents were asked to rank in order of importance (1 =
most important) seven success factors over the next five years. The results are

outlined in the table below.
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Table 8.19 (Q45)
Success Factors in 5 years

All Respondents

Chief Marketing Chief Executive Branch Managers
Executives Officers Mean Rank
Mean Rank Mean Rank
Low Cost/High Efficiency 2.09 1 1.67 1 254 1
Better Service 2.69 2 333 3 2.67 2
Better Marketing 339 3 3.00 2 397 4
Product Innovation 396 4 4.67 5 4.08 5
Better Sales 4.6/ 5 3.50 4 278 3
Data Processing 484 6 533 6 637 7
Greater Investment 6.13 7 6.50 7 558 6

Note: Lowest mean = Most important.

Source: Project Fieldwork.

We see from the table above that all the respondents feel that lower costs/higher
efficiency will be the most important determinant for success in the next five
years. The conviction that gains in productivity are necessary to be successful in

the next five years, increases with the seniority of the respondents.

Remarkably, the Chief Marketing Executives and the Branch Managers rank
Better Service” over 'Better Marketing’. Whilst, the Chief Executive Officers feel
that better marketing is more important. Discussions with the respondents
indicated that these differences arise because the Chief Marketing Executives
regarded customer service as a separate functional area and not part of marketing.

Whereas, the Chief Executive Officers felt that customer service is an essential

217



Findings I: Marketing Philosophy

part of the marketing mix.

The Branch Managers tend to demonstrate a sales orientation as they feel that in
order to be successful over the next five years, achieving better sales will be more

important than better marketing.

The Chief Executive Officers therefore demonstrate a greater marketing

orientation than either of the other two groups of respondents.

8.5.7 Integrative Role

As discussed in chapter 6, coordination between the various departments of a
firm is a prerequisite for the implementation of the marketing concept. The
marketing concept replaces the functional fragmentation of corporate activities,
with the integration of business functions orientated toward a market

requirement.

This integrative role of marketing is facilitated by the appointment of marketing

executives at senior levels.
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Table 8.20 (Q34,35,38,41)
Status and Integration: Chief Marketing Executives

Frequency (Percent)

Society Rank 1-10 11-20 21-50 All
n=8 n=28 n= 19 n =35
Agree Dis-agree Agree Dis-agree Agree Dis-agree Agree Dis-agree
Q34. The Chief Marketing Executive should be a member of the Executive 7 (88) 1 (13) 8 (100) 0 17 (89) 0 32 (91 1 3
Group.
Q35. The Chief Marketing Executive should be a Director. 5 (63) 1 (13) 7 (88) 0 12 (63) 1 (5 24 (69) 2 (6)
Q38. Marketing should have the minimum of influence on the day to day 1 (13) 7 (88) 0 7 (88) 1 17 (89) 2 (6) 31 89

operations of the society.

Q41. The Marketing Department should be able to influence decisions in all 6 (75) 1 (13) 6 (75) 1 (13) 13 (68) 1 (5 25 (71) 3.9

departments.

Notes:
1. In each case a five point scale was used. The extremes were labelled from Strongly Agree to Strongly Disagree.

2. Scale points 1, 2 and 4, 5 were aggregated.

Source: Project Fieldwork.
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Society Rank

Q34. The Chief Marketing Executive should be a member of the

Executive Group.

Q35. The Chief Marketing Executive should be a director.

Q38. Marketing should have the minimum of influence on the day to

day operations of the society.

Q41. The Marketing Department should be able to influence

decisions in all departments.

Notes:

Table 821 (Q34 & 35)

Status and Integration CEO & BM’s

Chief Executive Officers and Branch Managers

Frequency (Percent)

1-10

Agree

26

(59

13

(30)

@3)

21

7

11-20

n=44

Dis- Agree
agree

7 0) 27

©9)

17 9 (23)
(39

22 8 (21)
(50)

12 9 (23)
@7

Branch Managers

n-39

Dis-

agree

5 (13)

16

¢#1)

20

(GD]

(38)

1. In each case a five point scale was used. The extremes were labelled from Strongly Agree to Strongly Disagree.

2. Scale points 1, 2 and 4, 5 were aggregated.
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Agree

20

52

7 (18)

9 (24)

17

“49

21-50

n-38

Dis-

agree

7 (18)

47

23

(60)

26)

Agree

73

(60)

29

24

27

22)

47

39

All

CEO’s
All
n= 121 n=7
Dis- Agree Dis-
agree agree
19 6 (86) 0
()
51 0 3
42) (43)
65 0 7
(54) (100)
37 5 (71) 0
6y

Source: Project Fieldwork.
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From Table 8.20 & 8.21 notice the following characteristics;

a) All the respondents were agreed that the Chief Marketing Executive should
be a member of the Executive Group. However, there were clear differences; as
expected, the Chief Marketing Executives were most in favour with over 91%
agreeing with this statement. The level of agreement is 86% for the Chief

Executives and 60% for the Branch Managers.

b) However, when asked whether the Chief Marketing Executive should be a
Director, only the Chief Marketing Executives themselves agreed with the
statement (69%), whilst the Chief Executive Officers and the Branch Managers
disagreed (43% and 42% respectively). None of the Chief Executive Officers felt

that there was a role for the Chief Marketing Executive at Board Level.

¢) All the respondents disagreed with Q38 and felt that marketing should be
able to influence the day to day operations of the society. Surprisingly, the
Chief Executive officers were most in favour, with all disagreeing with the

Statement.

d) However, when the level of commitment in Q38 is tested by focusing on the
level of influence of the marketing department should have on other
departments, the level of agreement falls away, though over 70% of the Chief

Marketing Executives and Chief Executives still agree.
From the above it is clear that the respondents are generally in agreement with

the marketing concept that the Chief Marketing Executive should have high

managerial status.
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The majority of respondents were also in agreement with the marketing concept,
that the marketing department should have influence over the day to day

operations of the society.

8.6 Conclusions:

From the tables of the quantitative study above it is clear that the respondents
are generally in favour of the philosophy of the marketing concept, though there

are clear differences between the respondents.

The Chief Marketing Executives are most in favour, followed by the Chief

Executive Officers and the Branch Managers.

However, the interview process revealed that the level of commitment to the
marketing concept is considerably less than the tables above would seem to
indicate. It is clear that the respondents understood and accepted the philosophy
of the marketing concept, though the degree of commitment to implementing it

varied considerably, as will be seen in the next chapter.

A possible explanation for this was given by Ames [4], who pointed out that;

"it would be hard for anyone to argue with the idea that gearing a business
to be responsible to the customers needs - which is a simple but meaningful
description of what marketing is all about - is not only sensible, but the
only way to run a business."

But understanding the concept is one thing, putting it into practice is another.

The interviews revealed an instinctive understanding for the need to get closer to

222



Findings I Marketing Philosophy

the customer, but an underlying reluctance to implement the changes necessary.

An example of this are the contrasting responses to Questions 38 and 41. Here
Q38 deals with the philosophical aspects of the marketing concept with which
most of the respondents agreed, however, when the practical impact of the
philosophy is clarified by Q41 in terms of impact on other functional

departments, the level of commitment declines.

At interview, the Chief Executive Officers indicated that the practical aspects of
management practice would require that the correct reporting channels should be
used, if the marketing department wished to exercise influence over the other
departments. Thus, they were signalling their concerns of the practical
difficulties of implementing the tenets of the marketing concept, because of the

political aspects of management practice.
This distinction between the acceptance of the philosophy of the marketing
concept, and the extent of its practical implementation, confirms the need to

include both aspects in this survey.

The results of the survey of the practical implementation of the marketing study

are summarised in the next chapter.
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Chapter Nine

Findings II: Implementation of Marketing

9.0 Practical Implementation: Introduction

This chapter examines the implementation of the marketing concept within the
building society industry. This is achieved by studying the practical organisation
of the marketing efforts by building societies, using the factors identified in

chapter 6 as indicative of implementation of the marketing concept.

Broadly, these indicators could be grouped as follows;

a) the formal organisation of the marketing department and the research
function. This area includes a study of the relative status of the Chief Marketing
Executive, and the degree of responsibility held by the marketing department for

a range of functions.

b) the degree of sophistication of the execution of the marketing effort,

including a study of the Corporate and Marketing goals.
¢ respondent profiles; Each respondent was asked to provide personal

background information, which was used to chart the profiles of each of the

three groups of respondents.
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9.1 Marketing Department: Formalisation

One of the basic requirements for the organisational application of the marketing
concept is the integration of all the marketing related activities under the control
of the marketing executive. For the purposes of the survey, this executive is
called the Chief Marketing Executive and is defined as the highest ranking

marketing executive for the entire building society as a group.

However, it should be noted that in the building society industry, the Chief
Marketing Executive may also have wider responsibilities outside marketing, as it
is common for senior executives to have broad areas of responsibility. Thus the
Chief Marketing Executive was identified in the study on the basis of his
marketing responsibilities rather than his Marketing’ title. This was done by

reference to the organisational charts of each society.

9.1.1 Existence and Maturity

The existence of a specific marketing department or functional area is one of the
first steps in the implementation of the marketing concept. Therefore
confirmation was sought of the existence, date of establishment, size, and type of

marketing department.
From Table 9.1 we note that 14% of the building societies in the top 50 did not

have a marketing department. These were however, all outside the top 20. As

mentioned earlier, this is likely to be understated due to non-response bias
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amongst the smallest societies.

The following table (Table 9.2) indicates the age and size of the marketing
departments across the three segments of the building society industry. In terms
of age, formal marketing departments are relatively new to building societies,
with 60% being established after 1985, though the oldest in the survey was
established in 1965. Even among the top 10, one society formally established its
marketing department as recently as 1989, by amalgamating separate functional

areas.

These findings confirm research by Thwaites and Lynch [1], [2] & [3]
who found, that prior to 1980, less than 5% of building societies had a formal
marketing department. Their survey in 1989 found that only 52% of building

societies had a marketing department, and that of these, 58% had been
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operational for only five years.

Probing these findings at interview, the Chief Marketing Executives of the larger
societies (1 to 20), indicated that many had separate ’Advertising and
Promotional’ departmental functions for many years. In general, these

departments were consolidated into formal marketing departments in the 1980’s.

Thus for many societies, marketing departments have only recently been
established by the transformation of existing promotions oriented functional
areas. It is therefore not surprising that many societies continue to define

marketing in its narrow functional role.

9.1.2 Size and qualifications

Note from Table 9.2 above that the average size of a top 10 building society
marketing department is nearly three times that of a similar department in the
next group ranked from 11 to 20. The ratio of the number of marketing
executives to support staff across the three categories of society is remarkably
constant. The larger societies employ relatively more professionally qualified
staff in their marketing departments, and are therefore more likely to have

adopted a professional approach to marketing than their smaller competitors.
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Table 9.2 (Q4)

Average Size: Marketing Department

(Number)
Dept Headcount Nos Execs Nos Clerical Y%age with
Qualifications
Top 10 46 26 20 56
11-20 16 9 7 44
21-30 9 5 4 33
31-40 4 2 2 25
41-50 2 1 1 0

Notes:
1. One society in the Top 10 formally estd its marketing department in 1989.

2. Formal qualifications include professional Building Society, Banking and Marketing diplomas.

Ave. Nos Years

Established

6

Source: Project Fieldwork.

9.1.3 Responsibilities

In order to determine the extent to which marketing functions were integrated,

respondents were asked to indicate the degree of responsibility the marketing

department had for a range of functions. They were asked to indicate their

perceptions of functional responsibility on a scale of 1to 5, (1= full

responsibility). Only the Chief Marketing Executives and the Chief Executive

Officer groups were asked to respond.

Table 9.3 indicates the findings regarding the functional responsibilities of the

marketing department.
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Marketing Department Degree of Responsibility
Chief Marketing Executives and Chief Executive Officers

CMEs CMEs CMEs CMEs CEOs
ALL 1to 10 11 to 20 21 to 50 ALL
Mean Rank Mean Rank Mean Rank Mean Rank Mean Rank
Advertising 1.15 1 1.00 1 1.25 2 1.21 1 1.14 1
Marketing Staff Selection 1.36 2 1.13 4 1.00 1 1.95 6 1.86 5
Sales Promotion 1.51 3 1.13 2 1.75 3 1.53 3 1.57 4
Marketing Planning 1.53 4 1.38 6 1.75 4 1.47 2 1.29 3
Market Research 1.72 5 1.50 7 1.88 7 1.79 4 1.29 2
New Product Development 1.77 6 1.13 3 1.88 8 2.32 7 2.14 7
Product Selection/Design 1.78 7 1.25 5 1.75 5 2.53 9 2.14 6
Marketing Training 1.80 8 1.50 9 2.00 9 1.89 5 3.29 11
Price Setting 2.17 9 1.50 8 1.75 6 3.26 16 3.29 10
Sales Forecasting 2.63 10 1.75 10 2.88 12 3.26 15 3.86 14
Corporate/Strategic Planning 2.76 11 2.63 13 2.75 1 2.89 1 3.86 15
Distribution 2.81 12 3.25 15 2.75 10 2.42 8 4.00 16
Branch Design 2.96 13 2.50 12 3.13 15 3.26 13 2.71 8
Diversification Studies 2.99 14 213 11 3.00 14 3.84 18 4.57 18
Customer Service 3.05 15 3.50 16 2.88 13 2.79 10 3.14 9
Setting Branch Marketing Targets 3.25 16 3.25 14 3.50 17 3.00 12 3.71 13
Branch Site Selection 3.58 17 3.63 17 3.38 16 3.74 17 343 12
Selling Operations 3.59 18 3.88 18 3.63 18 3.26 14 4.14 17

Notes: Lower the means indicate greater responsibility of the marketing department for the function.

Source: Project Fieldwork.
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From the table we see that both groups of respondents agree that the main
marketing department responsibilities are Advertising and Sales promotion;
followed by Market Research and Product Development. This confirms that the
promotional and functional aspects are regarded as the most important

responsibilities for the marketing department.

The marketing department has relatively less influence in Price setting, which is
surprising in view of 77% of the respondents reporting involvement of the
marketing department in product development. Given the increasing importance
of customer service in the overall marketing mix, it is also surprising that the

marketing department has so little influence in this area.

In market orientated firms sales management is guided by and tied to marketing
strategy; it does not operate as an autonomous management function. However,
note from the table above that the marketing department has the least
responsibility in the areas related to sales. Overall therefore, there is a greater
degree of emphasis on the advertising and promotional aspects of marketing and
there is a lack of integration of the essential elements of a concept orientated

marketing effort.

9.1.4 Documentation

In service firms the interface with the customer is particularly broad and intense,
it is therefore essential that all personnel are well attuned to the mission, goals,
strategies and plans of the organisation [4], otherwise they cannot handle all
those natural points-of-marketing that occur in the interaction with the

customer. Thus the organisation should have a set of well developed and
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documented statements of its mission, goals, strategies and plans to deliver the

message to all employees.

The Chief Marketing Executives were asked to indicate whether the society had

a formally documented Mission Statement, Corporate & Marketing Plans, Target

Segment Profiles and an Annual Budget.

Table 9.4

(Q50)

Degree of Formal Planning

Chief Marketing Executives

Frequency (Percent)

n =33

ALL
Corporate Plan 33 (100)
Annual Budget 33 (100)
Mission Statement 29 (88)
Marketing Plan 29 (88)
Target Segment Profiles 19 (58)

1to 10

6

n=8§

(100)

(100)

(100)

(100)

@5)

11 to 20 21 to 50
n=7 n - 18

7 (100) 18 (100)

7 (100) 18 (100)

6 (86) 15 (83)

6 (86) 15 (83)

57D 8 (44
Source: Project Fieldwork.

Here we see that the Annual Budget and the Corporate Plan are universally used

planning tools in building societies. At least one society in the second largest

group (11 to 20) does not have a formally documented mission statement or

marketing plan. Under half of the smallest societies have formally documented

target segment profiles.

Discussions with the Chief Marketing Executives and the Chief Executive
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Officers revealed that they felt that the Corporate Plan and Annual Budget are
essential planning tools for the management of any organisation, but the
marketing plan is not seen as a vital tool for management. This is because it
usually takes the form of a formal presentation of the different aspects of
promotional and marketing budget and schedules, together with the planned sales

support activities for the year.

In most cases where there is a formally documented marketing plan it is
generally rudimentary providing a mechanism for the measurement of the
promotional activities of the society, only the largest societies plan over a three
or five year period, setting out their market and product analysis, marketing

objectives, pricing policy, general communications strategy etc.

As the existence and detail of a marketing plan is the practical manifestation of
the role of marketing in the organisation. It is clear that in many societies the
role of marketing is confined to the provision of functional support to the sales
operations, providing support facilities, promoting products and services and
hence stimulating demand. Again we see a selling orientation. This is not in
agreement with full adoption of the marketing concept, where the marketing
plan would act as a catalyst, helping to identify customer needs and stimulating

the company to meet them through improved products and services.

9.2 Marketing Status:
The existence of a marketing department or Chief Marketing Executive does not

automatically imply the acceptance of marketing, its importance or success.

According to the marketing concept, what is required is a fundamental
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recognition by all levels in the society of the essentiality of the marketing

function, both in philosophical and practical terms.

A good measure of corporate attitudes toward marketing therefore is the relative

status of marketing when compared to other departments, and the status of the

Chief Marketing Executive.

9.21 Department

The status of the marketing department was assessed in two ways; all

respondents were asked to rank or score its importance by;

1) Functional area rankings: different functional areas of the society were

ranked in order of importance (Table 9.5).

i) Activity scoring: different activities were scored from 1to 5 (I = most
important), and the mean scores ranked in order of importance to the society
(Table 9.6).

1) By Functional Area Rankings

All three groups of respondents were asked to rank ten functional areas of

building society management from 1to 10 (1= most important).
The results are presented in Table 9.5. Generally, the most important functional

area perceived by all the respondents was Finance followed by Advances.

Marketing was viewed as only the third most important function in Building
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Societies. Even the Chief Marketing Executives ranked Finance above Marketing
as the most important functional area. The importance of marketing declines to

fourth position for the secondary group of respondents.

i) By Activity scoring:

All three groups of respondents were asked to score ten activity areas of building
society management from 1to 5 ( 1= most important). The results are presented

in Table 9.6.

Table 9.5 (Q5)
Relative Importance: Functions

All Respondents

(Means)
All CME CEO BM
Mean Rank Mean Rank Mean  Rank Mean Rank

Finance 3.0 1 29 1 41 2 3.0 2
Advances 34 2 48 4 2.6 1 2.8 1
Marketing 42 3 33 2 47 4 4.7 4
Data Processing 50 4 4.7 3 6.9 9 33 3
Personnel 59 5 7.1 9 52 5 53 5
Treasury 59 6 53 5 6.8 7 5.5 6
Branch Management 6.0 7 6.0 7 4.6 3 7.5 8
Advertising 64 8 58 6 58 6 75 7
Research 7.1 9 6.6 8 6.9 8 7.8 9
Legal 7.6 10 75 10 74 10 8.0 10
Notes: Lower the mean = more important CME = Chief Marketing Executives,

CEO = Chief Executive Officers, BM = Branch Managers

Source: Project Fieldwork.
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Overall "Better Marketing” was scored fourth in the list of important activities
for the societies. Marketing ranked after activities such as ’Customer service’,
‘Product quality” and ’Better Selling’. All of these might of course, in the real

world, be regarded as aspects of marketing. They do not seem to so recognised

here.
Table 9.6 (Q26)
Relative Importance: Activities
All Respondents
CME CEO BM
Mean Rank Mean  Rank Mean Rank

Better Customer Service 121 1 157 5 136 1
Improving Product Quality 1.39 2 1.57 4 145 2
Better Selling 1.64 3 143 2 1.58 4
Better Marketing 1.66 4 143 3 2.09 6
Convenient Branch Locations 173 5 171 ¢ 185 5
Lower Transaction Costs 1.79 6 186 7 212 7
More Competitive Rates 188 7 114 1 148 3
Better Branch Layout 2.03 8 229 8 222 8
Wider Product Range 2.69 9 3.14 9 2.88 9
More Promotional Offers 3.06 10 3.29 10 2.89 10

CME = Chief Marketing Executives, CEO = Chief Executive Officers, BM = Branch Managers. Lowest Mean =

Most Important. Source: Project Fieldwork.

9.2.2 The Marketing Executive
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In terms of status, the Chief Marketing Executive most commonly had the title
of ’General Manager’ (42%). In over 60% of the cases he reported to the Chief
Executive Officer. The most common title of the Chief Marketing Executive
was ’General Manager (Sales and Marketing)’, and he spent 40% of his time on
marketing issues. Just over 23% of the Chief Marketing Executives were

Assistant General Managers, and only two were Directors.

A measure of the involvement of the Chief Marketing Executive in high level
decision making is his involvement in goal setting. Overall, only half of the
Chief Marketing Executives (Q10) reported that they were fully involved in the
setting of Corporate Goals. This figure rises to 62% for the Chief Marketing
Executives from the top 20 building societies. Only two out of five of the Chief
Marketing Executives from the societies ranked from 21 to 50 felt that they were

fully involved in corporate goal setting.

Thus, though in most cases the Chief Marketing Executive has senior status and
reports directly to the Chief Executive Officer, nearly half of the Chief
Marketing Executives reported that they were not fully involved in corporate
goal setting. This is not in agreement with the marketing concept, where the
Chief Marketing Executive is expected to have senior status within the group in
order to provide marketing input at the highest decision making level. He
should therefore be expected to be fully involved with high level decision

making.

Chief Marketing Executives were also asked to indicate the degree of autonomy

they exercised over the marketing plan and strategy, and the Marketing Budget.
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Table 9.7 (Q53 & 54)
Degree of Autonomy

Chief Marketing Executives

1to 10 11 to 20 21 to 50

Discretion over the Marketing Plan and Strategy 1.75 2.14 2.27
Discretion over the Marketing Budget 1.38 1.86 1.94
Notes: Lower the mean = greater discretion

Source: Project Fieldwork.

From the table above note that the Chief Marketing Executives feel that they
have a high degree of control over the Marketing Plan and strategy as well as the
Marketing Budget. They have greater control over their marketing Budgets
than the Marketing Plan and Strategy. Note that the degree of autonomy

declines as the societies get smaller.

9.3 Marketing Training:

The marketing concept should be understood by all levels of the organisation.
Marketing training is therefore important for all levels of responsibility within a
building society. Hooley et al [5] have shown a clear association between

marketing orientation and the importance attached to training.

Chief Marketing Executives were therefore asked whether the society engaged in
marketing training programmes, and about the methods used in carrying out
these programmes. Of particular interest were the target groups for this type of
training, and the relative importance of marketing training when compared to

sales training.
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Differences in the target groups and the degree of training provided is indicative
of the relative functional importance of marketing when compared to sales. The

results are presented in Table 9.8, 9.9 & 9.10.

Table 9.8 (Q25 a)
Training Provisions: Chief Marketing Executives

Frequency (Percent)

Sales Marketing

All 30 (86%) 17 (49%)
n=35

1to 10 8 (100%) 7 (88%)
n-8

11 to 20 7 (88%) 3 (38%)
n=38

21 to 50 15 (79%) 7 (37%)
n=19

Source: Project Fieldwork.

Table 9.9 (Q25 b)
Use of Internal/External Trainers
Chief Marketing Executives

(Percent of those societies providing Training)

Sales Marketing
In-House Trainers 90% 47%
External Trainers 63% 100%

Notes: A society may use both in-house and external trainers.

Source: Project Fieldwork.
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Table 9.10 (Q25 ¢)
Training: Target Personnel

(Percent of all societies)

Sales Marketing
Branch Managers 86% 8%
Branch Clerical Staff 88% 6%
Marketing Staff 20% 48%
Senior Executives 14% 20%

Source: Project Fieldwork.

Over 86% of the societies surveyed, provided some form of sales training, whilst
less than half provided marketing training. Most sales training is provided using

internal trainers, whilst most marketing training is externally sourced.

In addition, the provision of training is related to the size of the society, with all
of the larger societies providing sales training and 88% providing marketing
training. Sales training is most likely to be directed at the Branch Managers and
clerical staff. Where provided, marketing training is usually directed only at the
marketing staff. The training programmes are therefore unlikely to reinforce the

role of marketing in societies by disseminating the philosophy of marketing.

9.4 Research Function: Formalisation

An indication of the implementation of the marketing concept is the extent to

which an organisation identifies customer needs and wants by researching
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customer markets. The starting point of market orientation is therefore being an

expert on the customer, and responsive to developments in the marketplace.

Intelligence generation is therefore an important facet of marketing orientation.
This is a broader concept than merely identifying the verbalised needs and
preferences of customers. It should include an analysis of exogenous factors,
such as government regulations, technology and competition, which impact on

customers needs and wants.

Chief Marketing Executives were asked to indicate whether the society had an
identifiable research unit. They were also asked to indicate the year of

establishment and the number of employees in these units.

9.4.1 Size and Maturity

From Table 9.11 we note that all the top 10 building societies had a research
unit. Overall however, less than half (45%) of the societies in the survey
reported the existence of a formal research facility.

Compared to Morgan’s [6] results these findings are a slight improvement.

Morgan found that only 39% of societies had a research unit, and that in 85% of

this group, the units had been in existence for less than five years.
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Table 9.11 (Q14)
Research Unit: Existence
Chief Marketing Executives

Frequency (Percent)

Society Rank Percentage with a Average Unit Nos of years
n-35 Research unit Headcount established
! 1-10 n=8 8 (100%) 5 7
11 -20 n-8 6 (75%) 4 4
21 -50 n-19 4 (21%) i 3
Notes:

1. In general the larger societies have a larger longer established research facility.
2. One top 10 society established a formal research facility in 1991.

Source: Project Fieldwork.

Note from the above table that even in the largest societies the research units
tend to be small. Societies ranked 25 and below are very unlikely to have an
identifiable research facility. It is clear that research units are new to the

building society industry, with most being established in the late 1980’s. One
top 10 society reported that its research facility was established as recently as

1991.

Table 9.12 (Q9 a)
Societies Undertaking Market Research

Frequency (Percent)

ALL societies (n=35) 32 (91%)
ItolO (n-8) 8 (100%)
11 to 20 (n-8) 8 (100%)
21 to 50 (n-19) 16 (34%)

Source: Project Fieldwork.
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However, from Table 9.12 above we see that all the respondents from the top 20
societies and 84% of the rest, undertake some form of market research activity.
Branch staff are frequently asked to assist in market research in over 60% of the

largest and 80% of the remaining societies.

Note that the lack of a research facility can be compensated by employing
external research facilities. Chief Marketing Executives were therefore asked to
indicate which of eight alternative research functions were performed internally
or externally. A ninth alternative ’other’ was also included, though none of the

respondents utilised this alternative.

The responses in Table 9.13 below indicate that competitor research is most
frequently performed internally, whilst societies are most likely to seek outside
assistance for Motivation, Image and Advertising research. The use of external
research activity is dependent upon the size of the society, with the smaller
societies least likely to make use of external research agencies. In addition, the

amount of research activity declines as the societies get smaller.
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Table 9.13 (Q17)
Research: Activities performed Int./Ext.
Chief Marketing Executives

Frequency (Percent)

Research Activity AH 1-10 11 - 20 21 - 50
n=32 n=8 n-7 n-17
Int. Ext Int. Ext. Int Ext Int Ext
Market Segmentation 28 (88) 7 2 8 3 (38) 7 2 (29) 13 (76) 2 (12
(100) (100)

Product Testing 17 (53) 11 (34) 6 (75) 5 (63) 3 43) 4 (57) 8 (47) 2 (12)
Consumer Buying Habits 12 (38) 18 (56) 4 (50) 7 (88 3 (43) 5 (71) 5 (29) 6 (35)
Motivation Research 7 (22 19 (59) 4 (50) 6 (75) 2 (29) 6 (86) 1 (6) 7 @41)
Image Rescarch 8 (25) 19 (59) 2 (25 6 (75) 2 (29) 6 (86) 4 249 741
Advertising Research 13 (41) 19 (59) 3 (39) 6 (75) 4 (57) 6 (86) 6 (35) 7 #1)
Pricing Rescarch 21 (66) 4 (12) 3 (38) 3 (38) 7 (100) 0 11 (65) 1 (6)
Competitor Research 28 (89) 8 (25) 7 (88) 3 (38) 7 (100) 2 (29) 14 (82 3 (18)

Notes: Not all societies carried out all types of research, whilst some used both internal and external research for the same
research activity.

Source: Project Fieldwork.

It should be noted that at interview many Chief Marketing Executives indicated
that they kept in touch with market conditions and changes through trade press

sources rather than a continuing programme market research.

There is a possibility that by suggesting alternative research activities to the
respondents we might have led them to over estimate the degree of marketing
research activity performed by the society. Note that none of the societies
recorded an additional research activity, even though the suggested list was

clearly not comprehensive.
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9.4.2 Sophistication

Given the fundamental role of market research, the degree of sophistication of
the research effort was examined by determining the major areas, the type and

range of market research carried out.

From the table above we note that Competitor Research is the most frequent
type of market research undertaken by building societies, and that Market Share
Analysis is also of particular interest to the top 20 societies. Consumer and
market attitudinal studies are of less importance. The research units are therefore
used to obtain relative industry performance data rather than consumer and
market attitudinal data. This is not in agreement with the marketing concept

where the needs and wants of the customer are fundamental.
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Table 9.14 (Q9)
Market Research: Types of Research Undertaken

Chief Marketing Executives

ALL 1to 10 11 to 20 21 to 50
Mean Rank Mean Rank Mean Rank Mean Rank |

Competitor Studies 1.67 1 138 2 175 1 1.88 1
Pricing Studies 198 2 188 9 213 3 194 2
Advertising Effectiveness 2.06 3 175 5 238 6 2.06 3
Market Share Analysis 210 4 1.00 1 200 2 3.31 9
Consumer Attitudes 229 5 175 7 275 9 237 4
Market Characteristics 231 6 138 3 250 7 3.06 8
Branch Effectiveness 233 7 188 8 213 4 3.00 6
Consumer Characteristics 248 8 175 6 275 8 294 5
Market Pot. New Branches 250 9 138 4 275 10 338 10
Media Research 2,52 10 213 12 238 5 3.06 7
Market Pot. of Branches 3.00 11 213 11 313 11 375 11
New Product Testing 3.02 12 1.88 10 338 12 381 12
Copy Research 3.67 13 338 13 350 13 413 13

Notes: More frequently used; Lower the Mean.

Source: Project Fieldwork.

These findings confirm earlier personal financial services studies by Ennew et al
[7] who found that market research is widely used to monitor the activities of

those types of organisations that are regarded to be important competitors.
With regard to the range and type of market research carried out by the

respondents, many reported carrying out most of the activities suggested in Table

9.14. Again, discussions of the subject at interview indicated that the effect of
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suggesting functions to the respondents might have led them to over estimate the

marketing research activities performed by the building societies.

Interviews with the Chief Marketing Executives revealed that if marketing
research is carried out, it tends to be problem orientated and very traditional,
using descriptive research designs and measurement devices that elicit rather
obvious or logical responses which do not reflect the real value attitudes of the

respondent.

Note that building societies are least likely to undertake new product testing or
copy research. These findings are in agreement with the findings of Edgett and
Thwaites [8] who found that as an industry building societies are not yet

sophisticated users of marketing research techniques.

In general therefore though nearly half of the building societies surveyed had a
research unit they were in the main not used to monitor their customer markets.

Again this suggests only weak acceptance of the marketing concept.

9.4.3 Reasons for not doing Research

The Chief Marketing Executives were asked for their reasons for not undertaking
market research. They indicated their responses on a checklist of seven possible
reasons for not doing market research, plus an additional ’other’ category.
Respondents were free to tick one or all of the alternatives. None of the

respondents proposed a seventh (other) alternative.
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Table 9.15 (Q18)
Main Reasons for NOT doing Research

Frequency (Percent)

ALL 1- 10 11 -20 21 - 50
n=29 n=38 n=8 n -13

Not always necessary 23 (79) 6 (75) 6 (75 11 (85)
Expensive 18 (62) 4 (50 5 (63) 9 (69)
Time Pressures 11 (38) 3 (38 2 (25 6 (46)
Lack of research facility 8 (29) 0 1 (13) 7 (54
Sometimes impossible 4 (14 0 1 (13) 7 (23)
No wish to alert competitors 3 (10 1 (13) 0 2 (15
Lack of Management expertise 2 (7 0 1 (13) 1 ®

Source: Project Fieldwork.

The main reason for not doing research is simply that it is felt not to be always
necessary. Enlarging on this at interview, respondents claimed a strong intuitive
feel for the needs of their customers. The Chief Marketing Executives also
reported difficulty in providing appropriate cost/benefit justifications for this
type of activity. Expense is therefore the one of the two main reasons for not

undertaking research.

All of the top 10 societies felt that they had the expertise to undertake most
types of market research, however one society from the second group and half of
the societies ranked from 21 to 50 reported that the lack of a research facility

prevented them from undertaking research.
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9.5 Segmentation:

As identified in Chapter 6, one central indicator of a market orientated firm is
the use of market segmentation. According to the marketing concept, the
society’s marketing strategies should be built around precise definitions of market
segments, careful analysis of customers in those target segments and of the firms’

unique competitive advantage in those segments.

The Chief Marketing Executive respondent group was asked to indicate whether
they used market segmentation, and the techniques used by their societies. Four
general techniques were proposed, plus an additional ’other’ category. None of
the respondents however, proposed an alternative fifth segmentation technique.

The findings are indicated in the table below.

Table 9.16 (Q16 a & b)
Market Segmentation Techniques

Frequency (Percent)

ALL 1-10 11 - 20 21 - 50
n=34 n=8 n=8 n= 18

Do you use market segmentation techniques? (Y) 29 (85) 8 (100) 8 (100) 13 (72)
Type of segmentation used:

Customer 28 (82) 8 (100) 8 (100) 12 (67)

Product 26 (76) 7 (88) 7 (88) 12 (67)

Demographics 18 (53) 7 (88) 6 (75 5 (28

Volume 16 (47) 5 (63) 5 (63) 6 (33

Note: None of the respondents proposed an alternative fifth technique.

Source: Project Fieldwork.
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All the top 20 societies and over 70% of the smaller societies claim to use some
form of market segmentation. Most commonly, this is in terms of segmenting

the customer base, or product segmentation.

9.5.1 Techniques Used

Probing during interview suggested that most applied only very basic
segmentation such as 'First Time Buyer’ products. When asked about the use of
more sophisticated segmentation techniques, such as lifecycle analysis etc, it
became clear that only the largest societies were beginning to undertake this type

of research, and would normally rely on the experience of external agencies.

The use of market segmentation is reported to be quite high, even amongst the
smaller societies, though the interview process revealed this to be rudimentary in
nature. High market segmentation usage is confirmed from Table 9.13. In Table
9.17 below over 70% of the respondents in the top 20 building societies stated
that they had formally documented customer segment profiles but less than half
of the smaller societies did so. In contrast, note that only two of the seven
Chief Executive Officers stated that their societies had formally documented

target customer profiles.
Responsiveness to market intelligence is a good indicator of the market
orientation of a firm, as marketing awareness is pointless without responsive

action.

The Chief Marketing Executives were asked to respond to four questions

assessing responsiveness, these are set out in the table below.
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Table 9.17 (Q19)
Responsiveness
Chief Marketing Executives

Frequency (Percent)

1-10 11-20 21-50
n=8 n=8§ n=18

19a Are the societies products and services varied to suit 8 (100) 7 (88) 17 (95)
different customer segments?
19b Has the society ever made changes in the specifications or 8 (100) 8 (100) 17 (95)
characteristics of a product that are directly linked to the
identification of changing customer needs?
19c Are branch staff involved when researching 5 (63) 7 (88) 15 (84)
customer/product needs and opportunities?
19d Are you aware of the profit contribution from all your 2 (25 5 (63) 5 (28)

customer/distribution segments?

Source: Project Fieldwork.

Note from the above table that most societies claim to be responsive to changes
detected in their customer markets, in accordance with the marketing concept.
Few however, have developed to the point of understanding the profit

contribution of identifiable customer segments.

9.6 New Product Development

In chapter 6, active product development was identified as one of the practical
indicators of a market orientation. The study therefore examined the following
three areas of New Product Development:

- Factors driving New Product Development

- New Product Research

- New Product Development Process
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9.6.1 Factors Driving NPD

In the survey, all three groups of respondents were asked about the major factors
that influence new product innovation. Respondents were asked to rank these
factors in order of importance. The results are indicated in Table 9.18.

Overall, both the Chief Marketing Executive and the Chief Executive Officer
respondent groups stated that the need to keep up with the competition as the
most important reason for product development. Remarkably in contrast, the

Branch Managers believe that new product innovation is the result of Market

Research.
Table 9.18 (Q20)
NPD: Major Factors Influencing Development.
Chief Executives and Branch Managers
Chief Marketing Chief Executive Branch Managers
Executives Officers

Mean  Rank Mean  Rank Mean  Rank
Keep up with competitors 2.28 1 2.29 1 2.64 2
Need to provide a comprehensive 2.90 2 2.71 2 3.16 3
Product Range
Market Research studies 3.27 3 2.86 3 2.02 1
Legislative changes 3.96 4 4.29 5 4.39 5
Operations suggestions 4.04 5 3.14 4 4.01 4
Diversification Pressures 4.07 6 533 6 4.79 6

Notes: Lower the mean, the more important the reason for new product development.

Source: Project Fieldwork.

We also see from the above table that the Chief Marketing Executives closely

reflect the attitudes of the Chief Executive Officers in respect of new product
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development. Also note that amongst the largest societies, the main reason for
new product innovation is the need to provide their customers with a
comprehensive product range. This drives the smaller societies to also develop
new products as they feel a need to keep up with the competition. These

findings are in agreement with the findings of Edgett and Thwaites [9].

Table 9.19 (Q20)
NPD: Major Factors Influencing Development

Chief Marketing Executives

(Means)
ALL 1-10 11 -20 21 - 50
Mean Rank Mean Rank Mean Rank Mean Rank

Keep up with competitors 228 1 291 3 1.63 1 232 1
Need to provide a comprehensive 2.90 2 161 1 388 5 321 3
Product Range
Market Research studies 327 3 2.83 2 3.63 3 3.39 4
Legislative changes 3.96 4 441 5 3.75 4 372 5
Operations suggestions 4.04 5 514 6 3.88 6 3.16 2
Diversification Pressures 4.07 6 4.00 4 3.25 2 495 6

Notes: Lower the mean, the more important the reason for new product development.

Source: Project Fieldwork.

This essentially defensive approach is a further indicator of weak acceptance of
the marketing concept. With stronger acceptance, research would contribute
more to product development. The research and developmental process aspects

are discussed in the following sections.
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9.6.2 New Product Research

As the fulfilment of customer need is central to the marketing concept, the
identification of the motives for new product development are important. The
Chief Marketing Executives were therefore asked to indicate whether they always
researched the customer market before introducing a new product, and to

identify the process used to develop new products.

Table 920 (Q15 a)
NPD: Market Research
Chief Marketing Executives
Q: Before introducing a new product do you always research the customer market?

(Percent)

ALL 1-10 11 - 20 21 - 50
Always 18% 38% 12% 11%
Frequently 32% 38% 38% 28%
Occasionally 26% 25% 12% 33%
Never 23% nil 37% 28%

Source Project Fieldwork.

Only 18% of the societies in the survey always undertook market research before
introducing a new product, whilst 23% never undertook this type of research.

As new product development should be driven by the needs of the customers,
and profiling new products to match customer needs must be difficult in the
absence of prior customer research, this is not in agreement with the marketing

concept.
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This finding is in agreement with those of Davison et al [10] who found that

less than half of the personal financial services organisations in their survey

undertook this type of market research. They suggested that the financial loss

from new product failure was seen to be low when compared to the costs of

researching and testing new products. Low use of market research by building

societies in new product development was also confirmed by Edgett [11].

9.6.3 N P Development Process

In order to further clarify the rationale and method of new product

development, the process used to develop new products was examined. The

Chief Marketing Executives respondent group was asked to rank in order of

importance (I = most important), four suggested methods of product

NPD: Most Frequent Development Process (Means)

Chief Marketing Executives

development.
Table 9.21
ALL
Identification of customer needs 1.97
Copying 2.38
Operations Suggestions 2.61
Legislative opportunities 3.14

Notes: Most frequently used; Lower Mean.

@Q15b)
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1.62

2.87

3.00

2.87

11 - 20

2.17

2.17

2.33

Source:

21 - 50

2.10

2.17

3.05
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From the table above we note that the identification of customer needs is the
stated most frequent product development process. However, we have already
seen (Table 9.20) that only 18% of the societies always research the customer

markets prior to introducing a new product.

Note that copying competitor product innovations is the second most frequent
product development process. This is confirmed by Davison et al [12] who
found that copying of competitors’ products is a major source of new product
development in the personal financial services industry. Mann [13] also
reported that 67% of building societies felt that competitors were the most
important source for new products in the building society industry. He also

found that;

"the smaller societies are more likely to develop new products that have been
previously introduced into the marketplace by the competition".

Discussions with the Chief Marketing Executives revealed that product based
competitive advantages are hard to sustain due to the ease with which building
society products could be copied by competitors. The Chief Marketing
Executives of the smaller societies suggested that the ease and speed with which
products can be duplicated relieves them from the need to conduct expensive
customer research before the introduction of new products. They also feel that

the larger societies have the resources to conduct this type of research.

The duration for which any competitive advantage can be sustained is dependent
upon how quickly the competing societies can organise their Data Processing
systems in order to deliver a new product. The introduction of more powerful

Data Processing systems software, has therefore had the effect of further eroding
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the advantages of New Product Development.

These factors together combine to provide a powerful disincentive for all but the

largest societies to invest in new product innovation.

9.7 Promotion

It is clear from Table 9.3 on page 230, that advertising is perceived by both the
Chief Marketing Executive and Chief Executive Officer respondent groups as the

most important function for the marketing department.

The purpose of this section is to examine the use of promotion as an element of
the marketing mix. An attempt was therefore made to examine the emphasis
placed on promotion in stimulating the use of the societies products and to
identify the promotional methods and media used.

9.7.1 Techniques Used

Eight promotional methods were suggested in the questionnaire (Table 9.22), to
all the three groups of respondents who were asked to score these from 1to 5 (1

= most important) in relation to their perceived importance to their society.

The results are set out in the following table;
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Table 9.22 (Q23)
Importance in Stimulating Demand (Means)

All respondents

Chief Marketing Chief Executive Branch Managers

Executives Officers
Mean Rank Mean Rank Mean Rank
Press Advertising 136 1 129 1 189 1
Branch Posters 215 2 214 2 229 4
Customer Mailings 220 3 214 3 288 5
Public Relations 2.65 4 243 4 2.04 2
TV Advertising 272 5 314 6 239 3
Statement Promotions 294 6 257 5 3.07 6
Third Party Mailings 3.40 7 371 7 376 8
Sponsorship 3.87 8 3.86 8 3.61 7
Note: Lowest Mean = Most Important.

Source: Project Fieldwork.

From the table above, note that the respondents are agreed that Press Advertising

is the most important method of demand stimulation for the societies. Branch

Poster advertising and mailings to customers are perceived as the next most

important means of stimulating demand, and sponsorship the least important.

There are however, differences between the respondents from societies from the

different size groups. Both the Branch Managers and Chief Marketing Executives

from the largest societies feel that TV is most important in stimulating demand.
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9.7.2 Media Used

In order to compare the perceived importance of the different promotional
methods in stimulating demand and the actual usage of the media, the Chief
Marketing Executives were asked to indicate how frequently their societies had
used various types of media. Again they were asked to score their responses

from 1to 5 (1 = often).

Their responses are reported in the table below.

Table 9.23 (Q24)
Media use Frequency (Means)

Chief Marketing Executives

ALL 1to 10 11 to 20 21 to 50
Mean Rank Mean Rank Mean Rank Mean Rank

National Papers 158 1 1.00 1 1.00 1 2.74 4
Direct Mail own Customers 1.68 2 125 2 163 3 216 2
Local Papers 183 3 288 6 125 2 137 1
Television 259 4 1.63 3 325 6 289 5
Sponsorship 286 5 3.13 8 2.88 4 258 3
Radio 3.14 6 2.63 4 313 5 3.68 7
Magazines 334 7 3.00 7 3.50 7 353 6
Direct Marketing to third parties 3.64 8 275 5 3,50 8 4.68 9
Posters (Floardings) 375 9 375 9 3,50 9 4.00 8
Notes: Lowest mean = most frequently used.

Source: Project Fieldwork.

We see that the top 20 societies use the national press most frequently, whilst the
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smaller societies use the local press most frequently. This difference is attributed
to the smaller societies being local in nature, whilst the larger societies either
have national or substantial regional branch networks. Direct mail to building

society customers is an important promotional method for all societies.

Even though sponsorship was reported in Table 9.22 as the least effective in
stimulating demand, the smallest societies frequently use this medium, while the
larger societies do not. Again this may reflect the narrower geographical focus of

the smaller societies.

9.8 Marketing Goals

All the respondents were asked to identify the societies’ marketing goals for their
mortgage and savings products. The respondents were given four alternatives
and a fifth ’other’ category. They were asked to rank them in order of

importance (I = most important).

9.8.1 Mortgages

In the last few years this the product area that has been the source of some
difficulty for the building societies and other mortgage lenders. In a difficult
economic climate, rising bad debt ratios have given rise to some concern. It is
therefore not surprising that the primary objective of this product area is

profitability - all respondents agree on this.
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Table 9.24 (Q8)
MORTGAGES: Marketing Goals (Means)

All Respondents

Chief Marketing Chief Executive Officers Branch Managers
Executives Means Rank
Means  Rank Means  Rank
Maximise Profits 1.61 1 143 1 1.95 1
Increase Market Share 189 2 2.60 3 2.28 2
Maintain Market Share 317 3 234 2 345 4
Maximise Sales 333 4 3.00 4 256 3

Note: 1. None of the respondents indicated a fifth alternative.
2. More important; lower the mean.

Source: Project Fieldwork.

Chief Marketing Executives and Branch Managers feel that one of the two most
important goals for mortgages is to win market share. Chief Executive Officers

however, feel that preservation of their existing market share is more important.

9.8.2 Savings

All the respondents indicated a clear focus on profitability as the most important

marketing goal for both mortgages and savings.

261



Findings II: Implementation of the Marketing Effort

Table 9.25 (Q8)
SAVINGS: Marketing Goals (Means)

All Respondents

Chief Marketing Chief Executive Officers Branch Managers
Executives Means Rank
Means Rank Means Rank
Maximise Profits 1.63 1 1.43 1 213 1
Increase Market Share 192 2 2.60 3 213 2
Maintain Market Share 3.03 3 234 2 336 4
Maximise Sales 3.06 4 3.00 4 248 3

Note: 1. None of the respondents indicated a fifth alternative.
2. More important; lower the mean.

Source: Project Fieldwork.

The Chief Executive Officers were most strongly profit orientated, followed by
the Chief Marketing Executives. All respondents ranked sales maximisation as
the least important goal. Although commitment to profitability would appear to
indicate acceptance of the marketing concept, discussions with the Chief
Marketing Executives revealed that the driving force for this profit orientated

focus (particularly for the mortgage business) is the current economic climate.

In this case profit orientation is therefore the result of the economic climate

rather than the result of a market orientated strategy or goal. This philosophy is

not in agreement with the marketing orientation.

9.9 Distribution: Now & 5 years

In view of the rapid restructuring of the Financial Services industry and its

262



Findings II: Implementation of the Marketing Effort

impact on some delivery channels, both the current distribution policy and the
future expectations of each channel were also examined, in an effort to detect

evolutionary trends.

The extent to which the different distribution channels are employed by the
societies to distribute their products was therefore examined. This was done by
asking the Chief Marketing Executives to indicate the relative business volumes

generated by each distribution channel.

As mortgages and savings may have different distribution characteristics,
respondents were asked to identify the percentage of business obtained from each
of the seven alternatives offered, (including an ’other’ category) by product type.
9.9.1 Mortgages

Chief Marketing Executives were asked to indicate the percentage of total
mortgage business currently obtained from seven alternative distribution
channels, which included an ’other’ category. They were also asked to indicate

their expectations from each channel in the next five years.

The results are outlined in the table below.
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Table 9.26 (QT)
MORTGAGES: Sources of Business
Chief Marketing Executives

Now & in five years.

(% of Total Business) ALL 1to 10 11 to 20 21 to 50
Now Syr+ Now Syr+ Now  5Syr+ Now  5Syr+
Independent Financial Advisers 41%  30% 25%  22% 49%  32% 48%  37%
Society Branch Network 36%  42% 52%  55% 24%  30% 32%  41%
Corporate Affiliations 14%  14% 1% 8% 21%  26% 10% 8%
Estate Agents 7% 10% 9% 1% 4% 10% 8% 10%
Press 1.5% 2% 0.5% 1% 2% 1% 2% 3%
Direct Mail 1% 2% 2.5% 3% 1% 1%

Notes: None of the respondents indicated a seventh alternative.

Source: Project Fieldwork.

Note that the most important distribution channel for mortgages in the building
society industry are the Independent Financial Advisers, followed by the branch
networks, and corporate affiliations. The remaining distribution channels

together account for less than 10% of the total business volume.

However over the next five years, societies in all three size groups expect to
reduce their dependence on the Independent Financial Advisers. All societies
hope to increase the amount of mortgage business obtained from their branch

networks.

Note that there are considerable differences in the importance of the distribution

mechanisms adopted by the different size groups of societies.
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The top 10 societies obtain over half of their mortgage business from their
branch networks. In contrast the smaller societies obtain most of their business
from the Independent Financial Adviser market, with only a third of their

business being obtained from their branch networks.

Two societies in the 11 to 20 group reported that they obtained less than 10% of
their mortgage business from their branch networks. Like some of the smaller
societies they are heavily dependent on the Independent Financial Advisers for

their mortgage business.

Even though some of the top 10 societies have invested heavily in estate agencies,
they obtain only 10% of their business from this source. Only one society
surveyed was able to report that over 10% of its mortgage business was obtained

from estate agencies.

9.9.2 Savings

Chief Marketing Executives were asked to indicate the percentage of total savings
business currently obtained from the seven alternative distribution channels
mentioned above. They were also asked to indicate their expectations from each

channel in the next five years.
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SAVINGS: Sources of Business

Table 9.27 (Q7)

Chief Marketing Executives

Now and in five years.

ALL

Now

76%

1%

6%

3%

12%

1%

Syr+

75%

1%

6%

5%

1%

2%

1to 10

Now

82%

2%

7%

3%

6%

Notes: None of the respondents indicated a seventh alternative.

Syr+

74%

3%

6%

4%

1%

2%

11 to 20

Now

80%

2%

7%

9%

2%

Syr+

78%

3%

7%

10%

2%

21 to 50

Now

67%

2%

9%

21%

1%

Syr+

72%

1%

8%

4%

13%

2%

Source: Project Fieldwork.

Generally, building societies are remarkably consistent across the three size

groups, in the way they obtain their saving business. Over three quarters of

their savings business is obtained through their branch networks, and 12% from

press advertising.

However, the smallest societies ranked from 21 to 50, are more reliant on press

advertising obtaining over 20% of their business from this source. This may be

due to the large difference in the sizes of the branch networks, which confers a

competitive disadvantage on the smaller societies. The largest societies have an

average branch network of over 400 branches, whilst the smallest group has an

average network size of only 30 branches. Many have less than this number.
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9.10 Competition:

Competitor analysis is part of understanding the society’s position and
opportunities in all market segments. According to the marketing concept, this
analysis is part of the role of marketing. With this in mind, the range and depth
of the competitor analysis undertaken by the society was examined by

identifying the societies competitor knowledge in the following areas;

- the main competitors of the society,
- their main characteristics when compared to the
society itself
- important competitive activities
and

- the society’s competitive strengths.

In order to provide a clear focus, this analysis was limited to competitors in the

mortgage market.

9.10.1 Main Competitors

All three groups of respondents were asked to rank eight suggested competitors

in order of importance (I = most important).

The results are outlined below.
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Table 9.28 (Q6)
Main Competitors: Rankings

All Respondents

Chief Marketing Chief Executive Branch Managers
Executives Officers
National Building Societies u i 1 1.00 1 1.58 1
The Clearing Banks 3.02 2 314 3 394 4
Regional Building Societies 3.09 3 2.71 2 2.67 2
Centralised Lenders 399 4 386 4 454 5
Local Building Societies 4.43 5 486 5 326 3
Life Insurance Companies 6.26 6 642 6 5.01 6
Foreign Banks 6.46 7 6.71 7 7.03 7
Non-Life Insurance Companies 7.25 8 7.88 8 7.28 8

Notes: Lower Mean = More Important.

Source: Project Fieldwork.

Clearly all the respondents agree that the national building societies are their
main competitors. The Chief Executive Officers and Branch Managers agree that
the regional building societies are one of their two main competitors. However,
the Chief Marketing Executives rank the clearing banks as their second most
important competitor. The respondents are therefore unable to agree on their
top three competitors. The insurance companies and the foreign banks are not

seen as serious competitors in this market.
The responses of the Chief Marketing Executives group confirm the findings of

Edgett and Thwaites [14] & [15] who found that the National Building

Societies are considered to be the principal competitors of other building
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societies. The next most important are the clearing banks and the Regional

Building Societies.

Although there is some disagreement between the three groups of respondents,
they are in agreement with the marketing concept as they do seem to have a
good knowledge of their immediate competitors.

9.10.2 Competitor Characteristics

The respondents knowledge of competitor characteristics was studied by asking
them to indicate their attitudes towards some characteristics of their competitive

environment.

The three groups of respondents were therefore asked to score six statements on

a scale from 1to 5 (1 = strongly agree).

The results are presented below.
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Table 9.29 (Q12)
Competition: Characteristics
All Respondents

Agree/Disagree (Means)

All CMEs All CEOs All BM
Competitive pressures will increase over the next five 1.21 1.14 1.31
years.
Competition makes for better service. 1.57 1.71 1.94
Most competitive pressure comes from other building 2.43 1.57 1.98
societies.
There is not much difference between the services of a 3.99 4.71 3.80
bank and a building society.
All building societies have the same service standards. 3.99 4.71 4.39
Banks have higher service standards than building 4.46 4.57 4.49
societies.
Notes: Lowest Mean = Most Strongly Agree. CME = Chief Marketing Executives;

CEO = Chief Executive Officers; BM = Branch Managers.

Source: Project Fieldwork.

All the respondent groups agree that competitive pressures will increase over the
next five years, and that competition makes for better service. All groups
strongly disagree with the last three statements regarding differentiation. The
Chief Executive Officers in particular feel that there are considerable differences
in the services provided by their society when compared to the banks or other

societies.

9.10.3 Competitive Strategies

In order to examine the competitive strategy adopted all the respondents were
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asked to rank three statements in order of importance (I = most important).
The statements were designed to examine the orientation (production, sales, or

marketing) of the strategy.

The findings are indicated below.

Table 9.30 (Q13)

Competitive Strategies

All Respondents

(Means)
CMEs CEOs BMs
Success is achieved by supplying services of the optimum quality 1.38 1.43 1.59
and cost.
Selling and promotion are the key to success. 1.87 2.28 2.27
Success depends on customer research and product innovation. 2.00 2.42 2.31
Notes: Lowest Mean = Most Important. CME = Chief Marketing Executive;

CEO = Chief Executive Officers; BM = Branch Managers.

Source: Project Fieldwork

All the respondent groups feel that it is most important that the societies should
supply products of the optimum quality and cost. In this respect the competitive
strategies adopted are strongly production orientated followed by a sales
orientation. The market orientated strategy suggested was ranked last.

9.10.4 Competitive Strengths

In order to further develop the understanding of the respondents appreciation of
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their society’s position in the market, the respondents were asked to rank in
order of importance six statements related to competitive strengths (1 = most

important).

As an indicator of the planned future development of these strengths, all the

respondents were also asked to indicate the most important strengths in five

years. The findings are indicated in Table 9.31 and Table 9.32 below.

Table 931 (Q27)
Competitive Strengths: NOW

All Respondents

All CMEs All CEOs All BMs
Mean  Rank Mean  Rank Mean  Rank

Better Customer Service 2.55 1 2.43 1 2.23 1
Price 285 2 3.00 3 3.74 4
Superior Products 3.63 3 329 4 2.66 2
Stronger Distribution 3.79 4 414 5 454 6
Better Marketing 3.86 5 4.86 6 4.28 5
Better Image 395 6 286 2 359 3
Notes: Lowest Mean = More Important. CME = Chief Marketing Executives;

CEO = Chief Executive Officers; BM = Branch Managers.

Source: Project Fieldwork.

At present, all respondents feel that better customer service is the key
competitive strength for societies, but also rank marketing as one of the two least
important competitive strengths listed. Customer service is therefore seen as a

separate activity to marketing.
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There is disagreement about the importance of 'Image’ as a key competitive
strength. The Chief Marketing Executives rank image last in their ranking of
strengths whilst the Chief Executive Officers and the Branch Managers rank it as

one of the top three key competitive strengths.

Table 9.32 (Q28)
Competitive Strengths: IN FIVE YEARS

All Respondents

All CMEs All CEOs AH BMs
Mean  Rank Mean Rank Mean  Rank

Better Customer Service 2.15 1 2.43 1 2.23 1
Better Image 294 2 3.71 4 2.66 2
Better Marketing 3.07 3 4.00 5 3.59 3
Superior Products 3.78 4 3.29 3 3.74 4
Stronger Distribution 390 5 4.71 6 4.28 5
Price 472 6 285 2 454 6
Notes: Lowest Mean = More Important. CME = Chief Marketing Executives;

CEO = Chief Executive Officers; BM = Branch Managers.

Source: Project Fieldwork

In five years (Table 9.32), all the respondents still expect to be competing mainly
on customer service, with marketing taking a slightly more important role. Both
the Chief Marketing Executives and the Branch Managers expect ’Image’ to
become a key competitive strength. They expect that the importance of price
will decline, to become the least important of the competitive strengths listed.

However, the Chief Executive Officers disagree as they feel that price will
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continue to be a key competitive strength. A further reflection of the Chief
Executive Officers’ narrow understanding of the term is that they still rank
marketing amongst the two least important strengths in five years. Thus they do

not rank marketing highly in their future competitive strategy.

9.11 Respondent Profiles

It has been shown that career experience, academic and professional qualifications
shape attitudes towards marketing. Therefore personal data on the background
of respondents was collected, as a guide to their likely marketing orientation.
Each respondent group was therefore asked to provide personal data under a

range of headings.

9.11.1 Chief Marketing Executives

In general, (Table 9.33) less than one in five Chief Marketing Executives had
marketing experience prior to appointment. Even in the largest societies less
than half of the Chief Marketing Executives had marketing experience prior to
taking up their appointments. Most (59%) are promoted from within the
society. Note from Table 9.33 that the average tenure of the Chief Marketing
Executive is only 2 years and from table 9.34 note that 90% have been in office
for less than five years. Most are likely to have been with the society 6 years on
average, further emphasising the fact that most appointments are internal
promotions. The average age of the Chief Marketing Executive is 40 years
though many are between 31 to 40 years. On average they have 9 years

marketing experience, though it is likely that they have included experience in
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sales and advertising in this total.

Table 9.33 (Q55)
Executive Profiles CME

Chief Marketing Executive

All 1to 10 11 to 20 21 - 50
Tenure with the Society 6 yrs 5yrs 6 yrs 8 yrs
Tenure as Chief Marketing Executive 2 yrs 2 yrs 3 yrs 2 yrs
Internal Promotion (Percent) 59% 50% 62% 66%

Source: Project Fieldwork.

Table 9.34 (Q55)
Executive Profiles CME

Chief Marketing Executives

Years Tenure with Society (Cumulative Tenure as C M E
Percent) (Cumulative Percent)
1 27% 43%
2 33% 73%
3 40% 80%
4 40% 83%
5 43% 90%
6- 10 67% 100%
1 -15 87% Nil
16-20 93% Nil
21 - 30 100% Nil

Source: Project Fieldwork.
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Table 9.35 (Q55)
Executive Profiles CME

Chief Marketing Executive

AH 1to 10 11 to 20 21 - 50
Average Age 40 yrs 42 yrs 38 yrs 40 yrs
Educational Qualifications
None: 27% 14% 28% 38%
Marketing: 36% 57% 28% 22%
Degree: 44% 57% 57% 17%
Total Marketing Experience: 9 yrs 11 yrs 9 yrs 7 yrs
Marketing Experience prior to appt. 20% 43% 14% 5%

Source: Project Fieldwork.

Table 9.36 (Q55)
i Executive Profiles CME

Chief Marketing Executive

Age Percent Cumulative Percent
26-30 7% 7%
31 -35 27% 34%
36-40 27% 61%
41 - 45 12% 73%
46 - 50 20% 93%
55 - 60 7% 100%

Source: Project Fieldwork.

Twenty seven percent reported no educational qualifications, though in the
largest societies over half are graduates. Just under two out of three respondents

declared no marketing qualifications at all.
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In general, there is therefore a low level of specialist experience and professional
training held by Chief Marketing Executives. The Chief Marketing Executives
of the largest societies are better qualified in terms of education, professional

qualifications and experience in marketing.

9.11.2 Chief Executive Officers

It has already been established that the Chief Executive Officers have

considerable influence over the corporate culture of building societies.

In view of this, it was important to establish the profiles of the Chief Executive
Officer respondents, which would give a better understanding of their
orientation towards marketing. However, it should be noted that this was the

smallest group with only seven respondents taking part in the survey.

Doyle [16] identified a lack of background and expertise in marketing of

Chief Executive Officer’s as a reason for failing to provide the leadership in
marketing. He felt that it is the British Chief Executive Officer and their Boards
which provide the biggest barriers to a greater marketing orientation. The

findings are outlined below.
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Table 9.37 (Q55)
Executive Profiles CEO

Chief Executive Officers Q55

AH CEOs

Tenure with the Society 12 years
Tenure as Chief Executive Officer 4 years
Tenure as a Board Member 5 years
Average Age 46 years
Educational Qualifications

None 14%

Building Society 43%

Degree 43%

Notes: None of the respondents declared any marketing experience. Four respondents had been CEO
for less than three years.

Source: Project Fieldwork.

The average age of the Chief Executive Officer respondents was 46 years, they
had been with the society 12 years and had held their appointments for four
years on average. Less than half of them were graduates, and none declared any
experience in marketing. Given the influential nature of their positions, it is
disappointing to note this absence of marketing experience in the most senior

respondent group.

9.11.3 CEO’s: The Route to the Top
Given the high degree of influence of the Chief Executive Officers over the

culture of the society, all respondents were asked to indicate their expectations of

the career experience of Chief Executive Officers. This was done by asking all
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the respondents to rank in order of importance, seven alternative functional

areas, in which prior experience was necessary. The results are indicated below.

Marketing

Finance

Operations

Sales

Adminstration

Information Technology

Legal

Table 9.38 (Q47)
Important Areas of CEO Experience

All Respondents (Means)

Chief Marketing Chief Executive Branch Managers
Executives Officers
Mean Rank Mean Rank Mean Rank
2.26 1 2.40 2 3.60 4
2.36 2 1.00 1 2.47 1
3.00 3 2.80 4 3.11 3
3.51 4 2.80 3 3.02 2
5.05 5 4.40 5 4.31 5
5.10 6 5.60 6 6.01 7
5.55 7 6.60 7 5.21 6

Note: Lowest Mean = Most Important.

Source: Project Fieldwork.

All respondents agree that Finance and Marketing are two of the most important

areas in which the Chief Executive Officer should have experience. This

emphasis of the importance of experience in Finance was also found by Mann

[17] in a study of 45 financial services organisations in the UK. He reported

that two out of three building society Chief Executive Officers had a career

background in Finance, whereas less than one in twelve had experience in

marketing.
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The Chief Marketing Executives feel that marketing is an important area for
Chief Executive Officers to have had experience, whereas the Branch Managers
think that sales is important. It is interesting to note that though none of the
Chief Executive Officers were able to declare any experience in marketing, they
do feel that experience in marketing is important for the job. ’Legal’ and 'IT’

were the least important areas in which the Chiet Executive Officers needed to

have experience.

9.11.4 Branch Managers

As one of the three respondent groups, the Branch Managers formed the largest

Findings II: Implementation of the Marketing Effort

group with 121 respondents in all. Their profiles are as indicated below.

Term With Society

Term as Branch Manager

Average Age

Educational Qualifications

None:

Building Society:

! A’ Levels

Degree:

The average age of a building society Branch Manager respondent was 35 years,

Table 9.39

@59)

Branch Managers Profiles

All 1to 10
10 yrs 11 yrs
7 yrs 6 yrs
35 yrs 36 yrs

38%

16%

26%

20%

21%
21%
17%

41%

280

11 to 20

7 yrs

4 yrs

32 yrs

35%
15%
40%

10%

21 - 50

13 yrs

10 yrs

38 yrs

57%
12%
22%

8%

Source: Project Fieldwork.
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and he had held his appointment for the last seven years.

In general the educational qualifications held by the respondents declines with
the size of society. Over half of the respondents from the smallest societies do
not have any qualifications at all, whilst over 40% of respondents from the

largest societies are graduates.

The penetration of building society professional examinations is disappointing as

only 16% of the respondents have such a qualification.

9.12 Conclusions:

In the previous chapter we were able to show that the respondents generally
claimed to be in favour of the philosophy of the marketing concept, but at the
same time, found signs that their perception of marketing had a narrow focus on
selling and promotion. Examination of the practical implementation of the
concept reinforces the impression that much of the concept is still not adopted

by British Building Societies.

Though a great majority of societies in the survey reported the existence of a
formal marketing department, these departments are relatively new. Over 80%

of them were established in the last decade.
The experience of building society Chief Marketing Executives is limited. Only

27% had held their appointments for more than two years, and 80% did not have

any marketing experience before their appointment. Perhaps because of this
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inexperience nearly 60% the Chief Marketing Executives (and 70% of the Branch
Managers) felt that marketing is concerned mainly with demand stimulation for a
product or service. This belief is perhaps the most serious constraint to

developing and implementing effective marketing strategies and plans.

Organisationally, the marketing departments have a lower status than expected,
and there is a lack of integration of the essential elements of a concept orientated

marketing effort.

Commitment to classical marketing principles requires a heightened sensitivity
and responsiveness to environmental signals. Thus the task of scanning,
monitoring and assessing the implications of change is a fundamental role of the
marketing department. However, less than half of the societies in the survey

reported the existence of a formal marketing research facility.
Thus, though many societies have established marketing departments, and can be

shown to understand the philosophical aspects of the marketing concept, few

have implemented the concept in practice.

282



Findings II: Implementation of the Marketing Effort

REFERENCES:

10.

11.

Thwaites, D. and Lynch J.E., 1992. Adoption of the Marketing Concept
by UK Building Societies. The Service Industries Journal, 12, 4, (October):
437-462.

Edgett, S. and Thwaites, D. (1991) How Building Societies Approach
Marketing. CBSIJournal, March 1991, p 2-5.

Edgett, S. and Thwaites, D. (1990). The Influence of Environmental
Change on the Marketing Practices of Building Societies. Euxropean Journal
ofMarketing, 24, 12:35-47.

Gummesson, E. (1990). Marketing Orientation Revisited: The Crucial Role
of the Part-time Marketer, European Journal ofMarketing, 25, 2: 60-75.

Hooley, G.J., Lynch, J.E. and Shepherd, J. (1990). The Marketing Concept:
Putting Theory into Practice, European Journal ofMarketing, 24, 9: 7-23.

Morgan, N. (1989). Developing Information Strategies in the UK Financial
Setrvices Sector, Marketing Intelligence and Planning, 7,7/8: 24-28.

Ennew, C., Wright, M. and Watkins (1989). Personal Financial Services:
Marketing Strategy Determination, InternationalJournal o fBank Marketing,
7, 6 : 3-8.

Edgett, S. and Thwaites, D. (1990). The Influence of Environmental
Change on the Marketing Practices of Building Societies. Euxropean Journal
ofMarketing, 24, 12:35-47.

Edgett, S. and Thwaites, D. (1990). The Influence of Environmental
Change on the Marketing Practices of Building Societies. Ewropean Journal
ofMarketing, 24,12:35-47.

Davison, H., Watkins, T. and Wright, M (1989). Developing New Personal
Financial Products - Some Evidence of the Role of Market Research,
International Journal of Bank Marketing, 7, 1 : 8-15.

Edgett, S.J. (1991). New Product Development Practices in the Financial

Services Industry: A Model of Successful Determinants for NPD,
unpublished PhD thesis, University of Bradford.

283



12.

13.

14.

15.

16.

17.

Findings II: Implementation of the Marketing Effort

Davison, H., Watkins, T. and Wright, M. (1989). Developing New Personal
Financial Products - Some Evidence of the Role of Market Research,
International Journal of Bank Marketing, 7, 1 : 8-15.

Mann S.J.  (1986). The Status of Marketing in Financial Service
Organisations in the UK. Unpublished MBA dissertation. University of
Bradford, Management Centre.

Edgett,S. and Thwaites, D.(1991) How Building Societies Approach
Marketing. CBSIJournal, March 1991, p 2-5.

Edgett,S. and Thwaites, D. (1990). The Influence of Environmental
Change on the Marketing Practices of Building Societies. Euxropean Journal
ofMarketing, 24,12:35-47.

Doyle, P. (1987). Marketing and the British Chief Executive. Journal of
Marketing M anagement, 3, 2: 121-132.

Mann S.J.  (1986). The Status ofMarketing in Financial Service

Organisations in the UK. Unpublished MBA dissertation. University of
Bradford, Management Centre.

284



Conclusions

Chapter Ten

Conclusions

10.0 Project Conclusions: Introduction

This thesis is based on an empirical study of the Role of Marketing in British
Building Societies by reference to the adoption and implementation of the
Marketing Concept. The research had two main objectives; to chart the
understanding and acceptance of the Philosophy of Marketing and to examine
the degree of implementation of the Marketing Concept in British Building

Societies.

It was found that major differences exist among building societies in their
approach to marketing, particularly in comparisons between the larger building

societies and the smaller societies.

The larger societies are in various stages of adopting the marketing concept into
their corporate culture and some are starting the transition towards market
orientated organisations. However, in practice many societies still have not
grasped the marketing concept and are continuing to operate from a sales or

production orientation.

In general most society respondents had a good philosophical understanding of
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the marketing concept, though few societies were able to demonstrate the
adoption of the principles of the marketing concept in their organisational

structures.

Differences in the understanding and degree of orientation towards marketing
varied across the three groups of respondents; the Chief Marketing Executives,

the Chief Executive Officers, and the Branch Managers.

In general the hypotheses set out in chapter one to guide the development of the

framework of this study were supported by the findings of this survey.

10.1 Research Findings: Philosophical Acceptance

The philosophical acceptance of the marketing concept was examined by

assessing responses to a number of indicators identified in the literature.

The general attitude and orientation towards, and acceptance of the integrative
role of marketing were used as the main indicators in this section. For each
indicator, respondents were asked to give their responses to a number of different
elements. These are summarised in the table below, where responses in
agreement with the marketing concept are indicated by a (+) symbol, and those
not in agreement by () symbol. For example, attitudes towards marketing were
assessed using three elements. The Chief Marketing Executives and the Chief
Executive Officers were positively inclined towards all three elements, whilst the

Branch Managers were positively inclined towards only one of the elements.
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Table 10.1
Marketing Philosophy: Acceptance

By Respondent Type

CME CEO BM
(i) Attitudes
To Marketing ++ + + 4+ +
To Research ++ + +-+ o+
To Profit + + + +
(if) Orientation
General +-+ - -
Corporate Cultural
Goals + + +
(iii) Integrative Role ++ 4+ + o+ + I

CME = Chief Marketing Executive, CEO = Chief Executive Officer
BM = Branch Manager.

Source: Project Fieldwork

Most of the respondents were in general positively inclined towards the
marketing concept. As expected the Chief Marketing Executives were the most
strongly orientated towards the marketing concept, followed by the Chief
Executive Officers. In comparison, the Branch Managers were the least

positively inclined towards the marketing concept.
In terms of inclination towards the marketing concept the respondents had high

scores in the attitudinal section, revealing an instinctive understanding of the

marketing concept.
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Nearly all the respondents felt that marketing does have a role to play in a
service industry, and understood the need for market orientated research. They

also agreed with the marketing concept that market research should have an

impact on all departments.

All respondents were strongly profit orientated though the Chief Marketing
Executives and the Chief Executive Officers were more so than the Branch

Managers. A strong profit orientation is in agreement with the marketing

COI’lCCpt.

Table 10.2
Marketing Philosophy: Acceptance

By Size of Society

1-10 11-20 21-50
(i) Attitudes
To Marketing o+ o+ PR

To Research + o+ + + -+ +.
To Profit ++ + o+ -+

(if) Orientation
General +-+ -

Corporate Cultural

Goals + + +
(ili) Integrative Role R RN -

Source: Project Fieldwork.

Note from the table above that the degree of acceptance of the marketing
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philosophy declined as the societies got smaller. The smaller societies equated
marketing with selling and promotion more strongly than the larger societies,

and were more likely to concentrate on cost reduction than marketing strategies.

Some of the smallest societies in the survey did not have a marketing department
at all. This is probably due to their limited perception of the role of marketing
as well as the difficulty in justifying a department in small organisations with

limited resoutces.

In general the respondents’ orientation towards marketing confirmed that many
of them equated marketing with rudimentary promotional activities. This was
especially true for the Branch Managers, who also had a strong product

orientation.

These responses may be a reflection of the corporate culture in building societies
generally, which though in agreement with the marketing concept in terms of
profit orientation, tends to equate marketing with advertising and promotion
issues and often sees marketing as synonymous with selling. The study confirms
that the Chief Executive Officer has the greatest influence over corporate culture,
and his attitude towards marketing is therefore the key to any cultural

revolution in respect of marketing in building societies.

There are signs that the Chief Executive Officers appreciate the need for better
implementation of the marketing concept, as they feel that better marketing will
be one of the two most important success factors over the next five years. The
fragmented corporate activities of the building societies are likely to be better
integrated and as a result more positively customer orientated. Many of them

agree that marketing should be able to influence the daily operations of the
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society.

10.2 Research Findings: Practical Implementation

The practical implementation of the marketing concept was examined by
assessing responses to indicators identified in the literature. This study used five

main groups of indicators, which examined the;

@ Structure of the marketing department within the organisation,
(it) Intelligence gathering effort,

(hi) Degree of functional coordination and integration,

@iv) Degree of commitment to market segmentation, and the

w) Responsiveness of the society to a changing environment.

Each indicator comprised of a number of elements, to each of which the
respondents were asked to indicate their responses. Their responses are
summarised in the following table where responses in agreement with the
marketing concept are indicated by a (+) symbol, and those not in agreement by

() symbol.
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Table 10.3
Marketing Implementation

By Size of Society

1-10 11-20 21-50

(i) Marketing Structural Organisation + 4+ ++— +-—
(i) Intelligence Gathering +-+ + - +o

(ili) Functional Coordination +- -
(iv) Segmentation + + +

(v) Responsiveness
vi) Respondents General Profiles ++ +-
(vi) P

Source: Project Fieldwork.

The practical organisation for the implementation of the marketing concept
declined as the societies got smaller. However, even the largest societies have not
made much progress in implementing the marketing concept. Though the
societies had an understanding of the need for a greater marketing orientation,
they were unable to demonstrate this orientation in the practical organisation of

the business effort.

One practical indicator used was the status of marketing, measured both through
the status of the Chief Marketing Executive and the relative status of the
marketing department. Participation in high level activities such as decision
making, was also an indicator. In these cases the status of marketing was found

to be lower than expected.

The functional responsibilities of the marketing department in practice were
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narrow, with the marketing effort being dominated by advertising and

promotional issues. Selling was often seen as its most important function.

Many of the respondents across all groups demonstrated a strong sales and
product orientation, focusing upon the attributes of their product portfolios

rather than customer needs and wants.

The level of commitment to long term strategic planning was poor, and the level
of usage of strategic planning tools was also low. In particular, the marketing
plan was most commonly used as a formal presentation of the different aspects of
the promotional and marketing budget, and the planned sales support activities

for the year.

The survey found that though the claimed use of market research was high, the
scope of activities actually carried out by the societies was narrow and restricted,
focusing on industry performance data rather than consumer attitudinal data. In
practice, marketing research was carried out by relatively few societies, as
management judgement predominated in marketing decisions, especially those

concerning the marketing mix.

One possible reason for restricted research activity is cost. As information from
a variety of different sources can vary widely in both quality and cost, the use of
information sources is influenced in practice by the size of the society. Small
societies make less use of market research. Although larger societies could be
expected to make greater use of a wider range of information sources and

research methods, few in practice have an effective market research unit.

Pricing was widely focused on value to the customer rather than volume/profit
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margins, and attractive pricing was seen as an important ingredient of

promotional activity.

Most societies claimed high usage of market segmentation, but commonly the
segmentation techniques used were rudimentary, and were no more than broad

classifications of their customer base.

The development of new products was driven mainly by the need to keep up
with the competition, and new product development activities often lacked a
market research dimension, even though there was an awareness of the need for
market research. The perception of the smaller societies of the tradeoff between
the cost of new product development and the cost of potential failure might also
drive them to prefer to allow the larger societies with better resources to
innovate new products. The smaller societies were therefore generally in favour
of adopting imitative product ranges. This strategy is made possible by the

relative ease and speed with which building society products can be copied.

A major conclusion of this survey is that the level of marketing and market
research in building societies lacks sophistication. Although the larger societies
have larger and more established marketing and research departments their
organisational power is often limited, as societies are disinclined to give

marketing full responsibility for market related activities.

The Chief Marketing Executives need to have a broader and more professional
perspective of marketing, and internal promotion is not necessarily the best way
of developing professional marketing activity in building societies. In general
there needs to be an appreciation of the wider role of marketing, not just as a

business function or department but also as a company wide business philosophy
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which requires all the functional areas of the firm to be fully integrated, with

customer satisfaction the common goal.

With increasing competition, and the structural changes in both the financial
services industry and the building societies industry in particular, it will be
interesting to see if the smaller societies will survive or if they will be forced into
mergers as they are left behind by their larger, more aggressive and increasingly

market orientated building society competitors.

10.3 Project Hypotheses Revisited

In order to develop the framework for the investigation into the adoption and
implementation of marketing in building societies, the following hypotheses were

introduced in Chapter one.

a) In general, the adoption of the marketing concept by building societies has

been slow, and incomplete.
b) The perception of marketing in the building society industry is often narrow
and confined to its functional aspects, rather than as a guiding philosophy for

management decisions.

¢) The degree of acceptance and implementation of the marketing concept varies

according to the size of the society.

d) The degree of orientation towards and acceptance of the marketing concept

varies across the different management levels within a society.
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In general the survey results support these hypotheses as it has been shown that
though there is an acceptance of the philosophy of the marketing concept its
adoption in the building society industry is slow and incomplete particularly
from the implementational perspective. Here the focus of activity is on the
narrow functional aspects of marketing. Clear variations in the attitudes towards
marketing have been demonstrated between the three management levels studied,

and across the societies when grouped according to asset size.

10.4 Theoretical Implications

This research has reconfirmed the need to distinguish between the philosophical
acceptance of the marketing concept and its practical implementation in
organisations. It has also confirmed that the degree of both the philosophical

acceptance and implementation can vary according the size of organisations.

In the context of rapidly changing competitive environmental pressures, Kohli
and Jaworski [1] suggested that this distinction arises because executives and
managers assess carefully the expected benefits and costs of a marketing
orientation. Thus environmental pressures could have a direct impact on market

orientation.

However, in their more recent work, Jaworski and Kohli [2] feel that "the
linkage between a market orientation and performance appears to be robust
across environmental contexts that are characterised by varying degrees of market

turbulence".

Narver and Slater [3], have also been unable to support Kohli and Jaworski’s
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earlier preposition that the environment affects the organisations’ marketing

orientation, and reiterate that "being marketing oriented can never be negative".

This research has found that building societies have been slow in making the
transition towards market oriented organisations. This is a trait common to

many financial institutions both in the UK and the US.

In UK financial services this has been demonstrated by Johne [4] who has
shown that British insurance companies are following the five stage pattern of
marketing adoption demonstrated by US banks [5]. The progress of
companies through the various stages of adopting the marketing concept is
propelled by intensified competition in the financial services industry. This

appears to be the case for British Building Societies.

In this project marketing has been approached in the context of a practical
contribution to better management. As indicated in chapter one, this project
therefore primarily focused on the organisational orientation and marketing
inputs rather than simply the Marketing Department’ outputs. This is because
the primary focus was on detecting marketing like activity rather than activities
with a marketing title. Thus, if the activity falls within the philosophy of the
marketing concept does it matter if it is not called marketing? It has been said
that ’marketing is too important to be left to the marketing department’. Thus,
the theoretical definition and the practical implementation of marketing may
only differ on the basis of the scope of their definitions rather than an inability

to adopt the basic concepts.

This project has shown that the title 'marketing’ is in practice used in a very

narrow functional sense. However, a wider implementation of the philosophy of
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marketing may be manifested in the firm through activities such as ’customer
focus’ programmes, which are not necessarily the responsibility of the marketing

department.

The gap between understanding the philosophy of marketing and its
implementation may therefore be partially explained by these differences in the
scope of the definition of marketing, as firms may adopt a fragmented approach

not necessarily grouping all marketing like activities under a marketing title.

Considerable care should therefore be exercised in marketing research
programmes of this type to include all marketing like activity, rather than simply
focusing on those activities with a marketing label or the marketing department

outputs.

In the context of general questionnaire based research, this project has
highlighted a potential weakness in surveys of this type. This research project
has revealed that less than one third of the questionnaires received by the

building societies are in fact completed by the respondents.

To ensure the validity of this type of research a range of verification tools (such

as those used in this project) therefore need to be developed to ensure that the

addressee is in fact the respondent.

10.5 Business Management Implications

As the competitive environment for organisations intensifies, the need for greater

marketing orientation in organisations has been accepted. However, the lack of
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practical tools enabling the objective assessment of progress in this transition

towards adopting the marketing concept has been unhelpful.

This project has developed the necessary practical tools enabling executives to
establish the current role of marketing in their organisations. These tools also
enable the management to chart organisational progress in the transition from
the current functional focus of marketing towards the marketing concept, using

the standardised measures outlined in this thesis.

The first stage of this assessment is the identification of the gap between the
philosophical understanding of the marketing concept and its implementation.
This would enable the executive management to take positive initiatives to
ensure that the organisation becomes truly customer oriented and that the

marketing concept becomes the guiding philosophy of the entire organisation.

However, for the top management of building societies, this study implies that
the challenge for improving the market focus of their societies must be

approached from the organisational and business level.

Change in the marketing orientation of societies is likely to require a ’cultural
revolution’ led by the Chief Executive Officer and his senior management team.
Such a change will require the commitment of senior management to give
marketing a wider role in the organisation and elevate it to a position where it

can influence other departments.
In view of the low level of experience of marketing at both Chief Executive

Officer and Chief Marketing Executive levels, this cultural change is unlikely to

occur without the help of marketing professionals who have had professional
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experience outside the immediate building society environment. This is possibly
difficult for the senior executives who traditionally have been promoted

internally from a finance or generalist route.

It is clear from the study that building societies are still finance dominated and
operations centred, and their attention is therefore inwardly focused. There is
considerable scope, particularly for the medium and smaller societies to become
more customer orientated by refocusing their activity on the identification of

customer need and wants.

10.6 Methodological Implications

As well as contributing to the theoretical understanding of the role of marketing
in financial services and to practical business management in the building

societies, this project sought to contribute to the field of research methodology.

Much academic research in this field is based on the mailed questionnaire
approach. Low response rates, some times as low as 25% are the norm. Even
when an interview approach is adopted, low response rates are commonly
tolerated. This exposes the research to the risk of considerable bias, in that the

responses of the minority cannot reasonably be inferred to the larger population.

In this project, the larger societies - the top 20 - were investigated by the
interview approach, while mailed questionnaires were used for the smaller
societies. In each case the response rates achieved were high, by academic or

even commercial standards; 80% among the larger societies and 63% among the
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smaller. This achievement involved a considerable investment of research effort
and time, using a range of strategies commonly adopted in commercial market
research. We believe that this effort should be made by others and therefore

offer some specific suggestions.

Marketing projects should engage the assistance of the trade press in the relevant
industry sector and should be used to highlight the operational benefits of the
research. This publicity should be closely followed by the launch of the survey,
mentioning the earlier press coverage. This technique has the advantages of both
alerting and reassuring the survey target respondent groups of a genuine (ie non-
commercial) research project. This is particularly important in business sectors
where a variety of business interests use ’research questionnaires’ to gather data

for commercial advantage.

Response rates can be dramatically improved by sheer persistence and by an
awareness of telesales techniques, particularly if the objective is to carry out

questionnaire based interviews.

The problem of non-response is compounded by the tendency for the task of
questionnaire completion to be delegated. Building societies receive large
numbers of mailed questionnaires, and this technique is increasingly being
adopted by various business interests to gather commercial data. As a result less
than a third of these questionnaires are completed by the addressee. This is
particularly true for the highest executive levels of the organisation, and the
likelihood of the questionnaires being delegated for completion increases with the

size of the organisation.

Unless rigorous verification techniques (such as those adopted for this study) are
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used to verify the identity of the actual respondent, studies of this type are likely
to produce misleading results. This project was largely based on the questionnaire
based interview technique, but mailed questionnaires were used for the smaller
societies. The verification method adopted for the mailed questionnaire was

telephone confirmation of the identity of the respondent.

Finally the diversity of business titles is also a potential problem in surveys of
this type. The identification of target respondent groups should begin by
formulating carefully defined target respondent groups. The existence of
’Marketing’ in the respondent’s job title alone is insufficient to identify those
responsible for marketing activity. The depth of the marketing role must
therefore be verified by the operational responsibilities implied in the

organisational chart.

10.7 Project Limitations

Research, because of the various constraints within which it is conducted, has

varying degrees of limitations. This study is no exception.

A major limitation of the study is the one time measurement of many of the
variables explored in this study. A logical and useful contribution to existing
knowledge would be the longitudinal extension of this study over time, and
further studies may benefit from the inclusion of a wider range of variables than

this study.

Another limitation of this study is the reliance on individuals to provide their

views on the activities of the society. This type of self report data is susceptible
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to perceptual and/or attitudinal bias. It may be further complicated by the lack

of information which can reduce the reliability and validity of the data.

Any survey can be undermined by a non-response bias. For this reason, major
efforts were made in this study to maximise response. These were especially
successful amongst the larger societies. Of the top 20 building societies, 80% of
the primary target group participated in the study. The quality of the data in
this group was also improved by using an interview approach rather than the
more commonly adopted self-completion questionnaire.

Among the smaller building societies with a response rate of 63%, failure to
respond may have been closely related to the lack of a marketing facility. The

results for this group of societies may therefore slightly overstate their position.

And finally, it should be pointed out that this research was conducted between
July 1991 and February 1992. The research was therefore conducted during a
major recession, which had adversely affected the building societies. During this
period British building societies were beginning to feel the impact of record
levels of bad debt, and sharply reduced profits. Two Building societies surveyed
in this project were forced to merge with larger societies within a few months of

completing the field work.
It should therefore be noted that the research can only provide a ’snapshot’ of
the status of marketing during this period. However, recent research discussed

earlier in this chapter has shown that environmental pressures do NOT have an

impact on an organisation’s marketing orientation.

10.8 Suggestions for further Research.
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The following observations are made in respect of the possible areas for further

research on this subject;

1. Marketing Orientation and Performance:

There is a lack of empirical support for the implied relationship between

marketing orientation and financial performance of an organisation.

A logical and useful contribution to existing knowledge would therefore
be the longitudinal extension of this study over time, in order to study
the relationship between marketing orientation and performance,
measured by the association of the results with the financial outcomes of
these activities. Such an approach would involve a case by case study of a

small number of societies over time.

2. Use of Marketing techniques:

A study examining the use and application of market research and market

planning techniques, and the relationship of their use with business

performance would be a useful contribution.

3. Concept Acceptance:

This research has demonstrated the gap between the acceptance and the

implementation of the marketing concept.

Further research into the reasons for the non-implementation of the

marketing concept in financial organisation would be particularly helpful
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in identifying ways of making these organisations more marketing

oriented.

4. Marketing & the Branch Manager:

Building societies rely on the branch manager for the provision of
their services. The branch manager is therefore central to the

implementation of marketing policies at the customer interface.

In this study clear differences emerged in particular in the approach and
attitudes of the branch manager towards marketing. Thus, the role of the
branch manager in modern building society practice, and his relationship
with his customers, would be an area of investigation that merits further

research.

The importance of this research is suggested by the importance of the
buyer/seller interface (the moments of truth) as the key to good

marketing.

5. Technological Impact:

More research is needed to study the impact of technology and the
’industrialisation’ of the service industry on customer relationships. In
particular the customers’ buying motives and behaviour, the role of
customer loyalty and inertia would be helpful in understanding the role

of the British building society in the 21st century.
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APPENDICES
II.  Specimen Letters and Questionnaires
Notes:
1. In the first Chief Marketing Executives questionnaire the question and page
numbers are for thesis reference purposes only, and were excluded in the original
questionnaire.
2. In the second questionnaire for the Chief Marketing Executives, only the first

and last page were varied as this version of the questionnaire was mailed to those

Chief Marketing Executives who were not interviewed.
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Thesis note: Question numbers are for reference only and were not included in the original
questionnaire.

QUESTIONNAIRE

Chief Marketing Executives

This questionnaire is divided into three parts, which are concerned with the organisational
aspects of the society, its marketing activities, and its cultural values.

Part 1

1. Which of the following terms best describes your industry?
(please tick only one)

2) Savings and Loans O
b) Savings and Mortgages |
0 Retail Financial Services O
d) Banking |

0 Other (please specify)

2. a) Does the society have a separate marketing dept? Yes 0 No O
b) Marketing organisation (tick one)
1.There is a single centralised O

marketing department

2.Fach major area has a marketing O
department
3.The marketing functions are O

de-centralised

4.There is no specific marketing dept O



a) What is the title of the Chief marketing executiver?

b) Who does he report to?

0 What are his qualifications?
Dip.M, FCBSI, M Inst.M, etc.

d) What proportion of his time is spent on marketing operations?

o) What are his other responsibilities?

2) How many people are directly employed in marketing?
Number of Executives & marketers? i
Number of support staff? O
Other (specify) ]

b) How many have formal qualifications?

0 When was the Marketing Department established (year)?

Please rank the following in order of importance (1-10; 1 = most important)

Function Order of importance
Finance [
Treasury ]
Data Processing ]
Marketing [
Personnel ]
Legal ]
Advertising [
Branch Adminstration O
Advances/Lending 1
Research ]



Please rank the following competitors in order of importance (1-8, 1 = most important)

1 Regional Building Societies i
2 Local Building Societies ]
3 National Building Societies i
4 Centralised lenders i
5 The Clearing Banks ]
6 Foreign Banks O
7 Non-life Insurance Companies i
8 Life Insurance Companies N
2) Please indicate the percentage of business currently obtained from each of
following distribution Channels.
Savings Mortgages
1 Society branch network [ ] [ ]
2 Corporate affiliations [ ] [ ]
(eg Life reps)

3 IFA’s [ ] [ ]
4 Direct mail [ ] [ ]
5 Off the Page 1] [ 1
6 Estate Agents [ ] [ ]
7 Other

[ ] [ ]

b) Please indicate the percentage of business expected in five years from each
following distribution Channels.
Savings Mortgages
1 Society branch network [ ] [ ]
2 Corporate affiliations [ ] [ ]
(eg Life reps)

3 1IFA’s [ ] [ ]
4 Direct mail [ ] [ ]
5 Off the Page [ ] 1]
6 Estate Agents [ ] 1 ]
7 Other

1] [ ]



With regard to the following services, please indicate which of the following marketing
goals apply, ranking them (1-5) in order of importance. (I = most important)

Savings Mortgages
1 Maintain market share [ []
2 Increase market share [ []
3 Maximise profits (] []
4 Maximise sales [] []

5 Other (please specity)

a) Do you undertake market research? Y o N o

b) Indicate below the types of market research undertaken

Frequently Never
Market potential
1 -existing branches
2 -new branches
3 Market share analysis
Market characteristics
Customer characteristics
Consumer attitudes
Advertising effectiveness
Media research
Copy research
10 Branch effectiveness
11 New product testing
12 Competitor studies
13 Pricing studies
14 Other (Specify)
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To what extent is the Chief Marketing Officer formally involved ii Corporate goal
setting and planning.

Fully involved Not involved

1 2 3 4 5



11.

12.

b)

Using the following scale, please indicate if you agree with the following statements.

b)

d)

Where did the Chief marketing officer come from?

Within the society
Outside the society

What was his previous job title?

In which industry?

Strongly
Agree

Competition makes for
better service

There isn’t much
difference between the
services of a bank and
a building society.

Banks have higher
service standards than
building societies.

All building societies
have the same service
standards.

The most competitive
pressure comes from other

building societies.

Competitive pressures will

increase over the next five years.

1 2 3 4 5

1

1

12 3 45

12 3 45

12 3 45

2 3 4 5

23 4 5

Strongly
Disagree



13. Please rank the following (1-3) in order of importance
(I = most important).

14. a2

15. )

b)

16. )

b

1 Success is achieved by supplying services
of the optimum quality and cost.

2 Selling and promotion are the key
to success.

3 Success depends on customer research
and product innovation.
Is there a formal marketing research unit?  Yes O No O

To whom does it report?

When was it established? (year)

Number of employees?

Before introducing a new product, do you research the customer market? (one
only).

1 Always

2 Frequently
3 Occasionally
4 Never

Ooooao

What is the most frequent development process for new products? Please rank
in order of importance. (1 -4, 1 = most important).

1 Identification of Customer Needs
2 Legislative opportunities

3 Reverse engineering

4 Operations suggestions

Do you use market segmentation techniques? YD N O
What are types of market segmentation do you use?

Product
Customer
Volume
Demographics
Other

Ooooao



17.

18.

19.

Indicate which of the following functions are performed internally/externally.

Internally Externally N/A
1 Market segmentation O O O
2 Product testing O O O
3 Consumer buying habits o O O
4 Motivation research O | |
5 Image research O O O
6 Advertising research O | O
7 Pricing research O | O
8 Competitor research o O O
9 Other (specify) ] O O

What are the main reasons for not doing research?

d)

1 Expensive

2 Time pressures

3 Not always necessary

4 Sometimes impossible

5 Lack of research facility

6 Lack of management expertise

7 Do not wish to alert competitors
8 Other (specify)

Oo0o0oooooao

Are the society’s products and services varied to suit different customer
segments? Yes O No O

Has the society ever made changes in the specifications or characteristics of a
product that are directly linked to the identification of changing customer needs?

Yes O No O

Are branch staff involved when researching customer/product needs and
opportunities?

Yes O No O

Are you awate of the profit contribution from all of your customer/distribution
segments from;

Each product Yes O No O

Each product group Yes O No O



20. What are the major factors that influence the decision to develop a new product?
Please rank in order of importance. (1 - 6; 1 = most important).

1 Keep up with competitors

2 Market research studies

3 Operations suggested product

4 Legislative changes

5 Diversification pressures

6 Need to provide a comprehensive range

21. How much responsibility does the marketing dept have for the following functions?
Responsibility
Full None N/a
1 Advertising 1 2 3 4 5 6
2 Sales Promotion 1 2 3 4 5 6
3 Market Research 1 2 3 4 5 6
4 Marketing planning 1 2 3 4 5 6
5 Setting Br Mktg Targets 1 2 3 4 5 6
6 Branch design 1 2 3 4 5 6
7 Branch site selection 1 2 3 4 5 6
8 Product selection/design 1 2 3 4 5 6
9 New Product development 1 2 3 4 5 6
10 Distribution 1 2 3 4 5 6
11 Selling operations 1 2 3 4 5 6
12 Sales forecasting 1 2 3 4 5 6
13 Diversification studies 1 2 3 4 5 6
14 Price setting 1 2 3 4 5 6
15 Customer service 1 2 3 4 5 6
16 Corp/Strategic Planning 1 2 3 4 5 6
17 Marketing Training 1 2 3 4 5 6
18 Marketing staff selection 1 2 3 4 5 6

22. If there is no marketing department, who is responsible for the following functions;

Responsible dept N/A

Advertising

Sales Promotion

Public Relations

Price setting

Product selection & dev
Branch design

Branch site selection
Market research

Sales forecasting
Corporate planning

Ooooooooaoano



23.

24.

25.

How important are the following in stimulating demand?

How often have you used the following media?

b)

Very

important

1 Press advertising

2 TV advertising

3 Branch posters

4 Customer mailings

5 Third party mailings
6 Statement promotions
7 Public relations

8 Sponsorship

9 Other (specify)

Often

1TV 1
2 Radio 1
3 Magazines 1
Newspapers

4 National 1

5 Local 1
6 Sponsorship 1
Direct Mail

7 Own cust.base 1

8 Acquired list 1
9 Posters (hoardings) 1
10 Other (specify) 1

Does the society engage in sales training programmes?

1
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Not
important

5

Ul U1 O U1 U1 U1 UT U

Never

Ul U un

Ul U1 U1 U

Yes O

Does the society engage in Marketing training programmes? Yes

How is the training provided?

In-House trainers
External trainers
Other (specify)

For whom is the training provided?

Branch managers
Branch clerical staff
Marketing staff
Senior Executives
Others (specify)

Sales
O
O
O

Sales

O oo

Marketing

O
O
O

Marketing
|

Ooo0o0oano

No

C No

O

|



26. How important are the following activitiesto the societty?

Very Not
important important

Improving product quality
Convenient branch locations
More promotional offers
Lower transaction costs

Better customer service
Better selling

Better branch layout
Wider product range
10 Better marketing

O 0 1 &N Ul A WD -

1
1
1
1
More competitive rates 1
1
1
1
1
1
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27. What are your society’s most important competitive strengths? Please rank in order of
importance. (1-6; 1 most important).

1 Superior products

2 Better customer service | |
3 Better image

4 Stronger distribution

5 Price [ ]
6 Better marketing

28. In five years, which of the following attributes is a successful Society likely to have as
its most important competitive strength? (1 - 6; 1 most important).

1 Superior products

2 Better customer service | |
3 Better image

4 Stronger distribution

5 Price

6 Better marketing

Excellent Bad
How good is the society at sales ? 12 3 4 5
How good is the society at marketing? 1 2 3 4 5

10



Part II

In the following statements please indicate your degree of agreement as follows:

Strongly Strongly
agree disagree
30 Marketing is mainly concerned with 12 3 4 5
stimulating demand for a product
or service.
31 Marketing is more relevant to 12 3 4 5
manufacturing than service firms.
32 Marketing is selling effectively 12 3 4 5
33 Our main task is to increase sales 1 2 3 4 5
volume, profits will follow naturally.
34 The Chief marketing officer should 1 2 3 4 5
be a member of the executive group.
35 The Chief marketing officer should 12 3 4 5
be a Directot.
36 Marketing is selling the societies 1 2 3 4 5
products and services to its customers.
37 Make a better product and people 12 3 4 5
will beat a path to your door.
38 Marketing should have a minimum 1 2 3 4 5
of influence on the day to day
operations of the society.
39 The society should satisfy the 12 3 4 5
typical customer rather than
individual segments of customers.
40 Market research should have a 12 3 4 5
direct impact on the operations
of all departments.
41 The Marketing department should 1 2 3 4 5
be able to influence decisions
in all departments.
42 Societies should be organised 12 3 4 5
to provide services to customers
for a profit.
43 Societies are motre sensitive 1 2 3 4 5
to customer needs than banks.
44 Customers trust societies more 1 2 3 4 5

than banks.

11



Part III
45. Which of the following factors are important for success over the next five years? Please
rank in order of importance. (1-7; 1 = most important).
1 Better sales []
2 Better service r
3 Better marketing !
4 Lower cost/high efficiency
5 Greater investment []

6 Product innovation 5

7 Data Processing 1
46. Please rank the following Corporate goals in order of importance. (1-7; 1 = most
important).
Increase market share ]
Improve in productivity !
Defend market share 1
Survival ]
Improve profitability N

Expand the range of services/products | ]

Enter new markets ]

12



47. To fulfil the role of CEO it is important to have experience in which of the following:
(Please rank the following in order of importance, 1 = most important).

Finance ]

Operations N

Adminstration ]

Sales O

Marketing i

Legal i

LT 0

48. Please indicate the society’s attitude to the following statements;
True False

1 A belief in being best 1 2 3 4 5
2 A belief in superior 1 2 3 4 5

quality and service

3 A belief in economic 1 2 3 4 5
growth and profits

4 Owur main task is to get 1 2 3 4 5
better sales from
our customers.

5 We are innovative 1 2 3 4 5
6 We are customer orientated 1 2 3 4 5
7 We are sales orientated 1 2 3 4 5
8 We are product orientated 1 2 3 4 5

Which of the following terms best describes the society?

True False
1 Competitive 1 2 3 4 5
2 Caring 1 2 3 4 5
3 Friendly 1 2 3 4 5
4 Socially responsible 1 2 3 4 5
5 Efficient 1 2 3 4 5
6 Profitable 1 2 3 4 5
7 Business like 1 2 3 4 5

13



50.

51.

52.

53.

Does the society have a formally documented;

Mission statement? Y O N O
Corporate plan? Y O N o
Marketing plan? Y O N O
Target segment profiles? Y O N o
Annual Budget? Y o N O
a) How many postal questionnaires does the society receive in a month?
Number
b) How many of these are addressed to the CMO for his personal completion?
Number
© How many of these are completed by the addressee?
None O afew O most O all oO.

The society’s culture is most influenced by the attitudes of its;

True False
1 Board 1 2 3 4 5
2 Chief Executive Officer 1 2 3 4 5
3 Management 1 2 3 4 5
4 Customers 1 2 3 4 5
5 History 1 2 3 4 5

Once agreed, how much discretion do you exercise over the marketing budget?
Full None
1 2 3 4 5

Once agreed how much discretion do you exercise over the implementation of the
Marketing Plan & Strategy?
Full None
1 2 3 4 5

14



54. Personal:

Date joined Society

Date appointed

Date appointed to the Board

DOB/age

Educ Qual: Grammar School, Degree, Masters, Prof

Formal Mkting qual:

Prof Background

Nos years Exp in Mkting

15



Martin Collins

M .E.5. Professor of Merketing Regearch
Mr Ronald James

General Manaper Marketing
Passbook Building Society

High Streer

Barrowdale

Lancashire B(53 5PA

13 September 1991

Dear Mr James

BUSINESS SCHOOL

Frohkbsr [ resoent
Barblcano Cante
Lovdan BC2Y a0

Telaphuone 071-020 0111
Fax OF1- 580 2756

The City University Business School 15 conducting post-graduate rescarch into the
suitability and applicability of marketing and its techniques to the buildinp society

movenent.

To sstablish the attitudes of senior management to markesting in the movement we are
haping to obtain the views of the Heads of Marketing of a wide range of building
societies. [ should therefore be grateful if you could complete and return the enclosed
questionnaire to me, together with a copy of your latest accounts and organisation

chart. The organisation chart will help vs to identfy the degree of departmentisation in

sOCIeties.

We are also hoping to conduct a number of telephone interviews with respondents as
we were unable to cover all the issues in the questionnaire. Would you mind of I called

you in the next few wecks to obtain your views?

Thank you for taking the time to cormplete the questionnaire.

Yours sincerely

Knish Shastn

14 MeMaughton Close

Farnborough
Hants., GU14 OPX.

Tel: 0836 622960



Krish Shastri is a graduate of the University of Wales. In 1986 this was followed by a

part-time MBA from the City University Business School.

An experienced marketer, he has worked in the financial services industry for the last

twelve years, including experience with a centralised lender and two major banks.

As a doctoral research student at the City University Business School he is researching
aspects of Marketing in British building societies under the supervision of Professor

Martin Collins.

There are no commercial interests attached to this project, and all information will be
treated in the strictest of confidence. Overall survey results will be made available to

participants on request.



quest3.2
QUESTIONNAIRE

We are very keen to establish your personal opinions as the Chief Marketing Executive, I
should therefore be grateful if you could personally complete this questionnaire.

This questionnaire is divided into three parts, which are concerned with the organisational
aspects of the society, its marketing activities, and its cultural values.

If you have any difficulty with any of the questions please do not hesitate to call me on 0836
692960.

Part I

Q. Which of the following terms best describes your industry?
(please tick only one)

2) Savings and Loans O
b) Savings and Mortgages O
9 Retail Financial Services O
d) Banking O

o) Other (please specify)

2) Does the society have a separate marketing dept?
Yes O
b) Marketing organisation (tick one)
There is a single centralised ]

marketing department

Each major area has a marketing O
department
The marketing functions are O

de-centralised

There is no specific marketing dept O



Q. Personal:

Date joined Society:

Where from:

Date appointed to current position:

DOB/age:

Educ Qual:

Formal Mkting qual:

Prof Background:

Nos years Exp in Mkting:

Thank you for taking the time to complete the questionnaire.

I should be grateful if you could enclose a copy of your latest accounts and a copy of your
organisation chart, when returning this questionnaire.

Please return to:

Krish Shastri
14 McNaughton Close
Farnborough

Hants., GU14 OPX



CITY

University

MRS, erolossor of Marketing Research BUSINESS SCHOOL

Frobisher Cresocmnl
Barbican Canire
Mr F G Brown London EC2Y 8HE
Chict Excoutrve Ofiicer Talaphans 017 1-320 0111

Fax 071- 5868 27 %
Passhonk Building Socety

High Street
Barrawdale
Lancashire B33 5PA

16 October 1991

Drear M+ Brown

I a major new initiative, the Business Schoal is conducting past-graduste research inte

the suitability and applicability of marketing to the building society movement.

We are therefore surveying a ranpe of building societies, to establish the attitudes of

senigr executives towards marketing in building societies.

1 have had the opportunity of visiting your Marketing department and speaking to Mr
James, who has been particularly helpful io my research. However, it 1s important 1o
inelude in the research the views of Chief Executives, and 1 am therefore writing to

Tequest an appointment.

We are keenly aware of time pressures, and in order to speed vp matters we have
devised a questionnaire which I would like to complete whilse ralking 1o you. A copy

of the questionnaire is enclosed vo give some idea of the areas of nterest.

As the background details have altaady been established it should be possible to cover




all the areas of interest in about 45 minutes ot so.

I do hope that you will agree to see me, and I shall call your secretary next week in this

ICSPCCt.

Yours sincerely

Krish Shastri
14 McNaughton Close
Farnborough
Hants., GU14 OPX.
Tel: 0836 692960
Fax: 0252 375647

Krish Shastri is a graduate of the University of Wales. In 1986 this was followed by a part-

time MBA from the City University Business School.

An experienced marketer, he has worked in the financial services industry for the last

twelve years, including experience with a centralised lender and two major banks.

As a doctoral research student at the City University Business School he is researching
aspects of Marketing in British building societies under the supervision of Professor Martin

Collins.

There are no commercial interests attached to this project, and all information will be
treated in the strictest of confidence. Owverall survey results can be made available to

participants on request.



Quest4

QUESTIONNAIRE

Mr P.G.Brown
Chief Executive Officer
Passbook Building Society

This questionnaire is divided into three parts, which are concerned with the organisational

aspects of the society, its marketing activities, and its cultural values.

Part I

Q.

Which of the following terms best describes your industry?

2)
b)
9

d)

Savings and Loans
Savings and Mortgages
Retail Financial Services
Banking

Other (please specify)

Please rank the following in order of importance.
(1-10; 1 = most important).

Function

Finance

Treasury

Data Processing
Marketing

Personnel

Legal

Advertising

Branch Adminstration
Advances/Lending

Research

(please tick only one)

O

Order of importance



Q. Please rank the following competitors in order of importance (1-9, 1 = most important)

Mtges Savings
Regional Building Societies ] [
Local Building Societies [ O
National Building Societies [ [
Centralised lenders | []
The Clearing Banks O O
Foreign Banks [] []
Non-life Insurance Companies [ []
Life Insurance Companies (] []
Government savings schemes [ ]

With regard to the following services, please indicate which of the following marketing
goals apply, ranking them (1-5) in order of importance. (I = most important)

Savings Mortgages

Maintain market share [] []
Increase market share [] []
Maximise profits (] (]
Maximise sales (] [l
Other (please specity)

O L]

Q. To what extent is Chief Marketing officer formally involved in Corporate goal setting

and planning.
Fully involved Not involved

1 2 3 4 5



Q. Using the following scale, please indicate if you agree with the following statements.

agree disagree
a) Competition makes for 1 2 3 4 5
better service

b) There isn’t much 1 2 3 4 5
difference between the
services of a bank and
a building society.

© Banks have higher 1 2 3 4 5
service standards than
building societies.

d) All building societies 1 2 3 4 5
have the same service
standards

©) The most competitive 1 2 3 4 5
pressure comes from other
building societies.

f) Competitive pressures will 1 2 3 4 5
increase over the next
five years.

Q. Please rank the following (1-3) in order of importance (I = most important).

Success is achieved by supplying services 1
of the optimum quality and cost.

Selling and promotion are the key 1
to success.

Success depends on customer research i
and product innovation.

Q What are the major factors that influence the decision to develop a new product? Please
rank in order of importance. (1 - 6; 1 = most important).

Keep up with competitors

Market research studies

Operations suggested product
Legislative changes

Diversification pressures

Need to provide a comprehensive range

————
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How much responsibility does marketing have for the following functions?

Responsibility
Full None N/a
Advertising 1 2 3 4 5 6
Sales Promotion 1 2 3 4 5 6
Market Research 1 2 3 4 5 6
Marketing planning 1 2 3 4 5 6
Setting Br Mktg Targets 1 2 3 4 5 6
Branch design 1 2 3 4 5 6
Branch site selection 1 2 3 4 5 6
Product selection/design 1 2 3 4 56
New Product development 1 2 3 4 5 6
Distribution 1 2 3 4 5 6
Selling operations 1 2 3 4 5 6
Sales forecasting 1 2 3 4 5 6
Diversification studies 1 2 3 4 5 6
Price setting 1 2 3 4 5 6
Customer service 1 2 3 4 5 6
Corp/Strategic Planning 1 2 3 4 5 6
Marketing Training 1 2 3 4 5 6
Marketing staff selection 1 2 3 4 5 6

How important are the following in stimulating demand?

Very Not

important important
Press advertising 1 2 3 4 5
TV advertising 1 2 3 4 5
Branch posters 1 2 3 4 5
Customer mailings 1 2 3 4 5
Third party mailings 1 2 3 4 5
Statement promotions 1 2 3 4 5
Public relations 1 2 3 4 5
Sponsorship 1 2 3 4 5
Other (specify) 12 3 4 5

How important are the following activities?

Very Not
important important

Improving product quality
Convenient branch locations
More promotional offers
Lower transaction costs
More competitive rates
Better customer setrvice
Better selling

Better branch layout

Wider product range

Better marketing
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Q What are your society’s most important competitive strengths? Please rank in order of
importance. (1-6; 1 = most important).

Superior products

Better customer service j
Better image

Stronger distribution

Price
Better marketing [ ]
Q In five years, which of the following attributes is a successful Society likely to have as

its most important competitive strength? (1 - 6; 1 = most important).

Superior products
Better customer service
Better image

Stronger distribution
Price

Better marketing

— e, —_——
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Part II

In the following statements please indicate your degree of agreement as follows:

Strongly Strongly
agree disagree

Marketing is mainly concerned with 12 3 4

stimulating demand for a product

or service.

Marketing is more relevant to 1 2 3 4 5

manufacturing than service firms.

Marketing is selling effectively. 1 2 3 4 5

Our main task is to increase sales 1 2 3 4 5

volume, profits will follow naturally.

A Chief marketing officer should 1 2 3 4 5

be a member of the executive group.

A Chief marketing officer should 1 2 3 4 5

be a  Directot.

Marketing is selling the societies 1 2 3 4 5

products and services to its customers.

Make a better product and people 1 2 3 4 5

will beat a path to your door.

Marketing should have a minimum 1 2 3 4 5

of influence on the day to day



operations of the society.

The society should satisfy the 1 2 3 4 5
typical customer rather than
individual segments of customers.

Market research should have a 1 2 3 4 5
direct impact on the operations
of all departments.

A Marketing department should 1 2 3 4 5
be able to influence decisions
in all departments.

Societies should be organised 1 2 3 4 5
to provide services to customers
for a profit.

Societies are more sensitive 1 2 3 4 5
to customer needs than banks.

Customers trust societies more 1 2 3 4 5
than banks.
Part 111
Q. Which of the following factors are important for success over the next five years? Please

rank in order of importance.
(1-7; 1 = most important).

Better sales [
Better service [
Better marketing [
Lower cost/high efficiency 1
Greater investment []
Product innovation [

Data Processing ]



Q. Please rank the following Corporate goals in order of importance. (1-7; 1 = most

important)
Increase market share i
Improve in productivity 0
Defend market share i
Survival ]
Improve profitability ]
Expand the range of services/products i
Enter new markets 1
Q. To fulfil the role of CEO it is important to have experience in which of the following:

(Please rank the following in order of importance, 1 = most important).

Finance N
Operations 1
Adminstration i
Sales O
Marketing i
Legal N
IT i
Q. Please indicate the society’s attitude to the following statements;
True False
A belief in being best 1 2 3 4 5
A belief in superior 1 2 3 4 5

quality and service

A belief in economic 1 2 3 4 5
growth and profits

Our main task is to get 1 2 3 4 5
better sales from
our customers.

We are innovative 1 2 3 4 5

We are customer orientated 1 2 3 4 5



We are sales orientated 1 2 3 4 5

We are product orientated 1 2 3 4 5

Q Which of the following terms best describes the society?

True False
Competitive 1
Caring
Friendly
Socially responsible
Efficient
Profitable
Business like
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Q Does the society have a formally documented;

Mission statement?
Corporate plan?
Marketing plan?

Target segment profiles?
Annual Budget?

<
Oo0oo0ooao
7727 7
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7. a) How many postal questionnaires does the society receive in a month?
Number
b) How many of these are addressed to the CEO for his personal completion?
Number
© How many of these are completed by the addressee?
None O afew O most O all oO.

Q The society’s culture is most influenced by the attitudes of its;

True False
Board. 1 2 3 4 5
Chief Executive Officer 1 2 3 4 5
Management. 1 2 3 4 5
Customers 1 2 3 4 5
History. 1 2 3 4 5
Q Once agreed, how much discretion does marketing exercise over the marketing budget?
Full None
1 2 3 4 5
Q Once agreed how much discretion does marketing exercise over the implementation of
the Marketing Plan & Strategy?
Full None

1 2 3 4 5



Q. Personal:
Date joined Society
Date appointed CEO
Date appointed to the Board
DOB
Educ Qual
Prof Background

Exp in Mkting

Thank you for taking the time to complete this questionnaire. You are assured of the strictest
confidentiality.



University
MR 5. Prafessor of Marketing Resoarch BUSINESS SCHOOL

Frobisher Crescent

Branch Managers, Barbican Cantre
Passhook Building Sociery London EC2Y BHE
HJgh Telephone 071-020001 11

e Fax 071- 538 2756
Barrowdale

Lancashire BO53 5PA

18 Qetober 1991

Diear Branch Manager

It a major new initiative, the Business School is conducting post-graduate research into
the suitability and applicability of marketing to the building socisty movement.

We are therefore surveying a range of building societies, to establish the feelings of their
managenents towards marketing when applied to the building society industry.

I am delighted to say that your society has been particnlarly helpful in my research and
has agreed te the project being extended to include the views of some of its branch
managers.

[ am therefore pleased to enclose a questionnaire which I should be grateful of you could
personally complete and return to me, In order to ensure total confidentiality plaase
rerurtt the questionnaire direct to me at the address given on the questicnnaire.

Thank you for vour help with my research.

Yours sincerely

Krish Shastri
14 McMNaughton Close
Farnborough
Hants., GU14 OPX.
Tel: 0836 692960



Quest4
QUESTIONNAIRE

Passbook Building Society
Branch Managers

We are anxious to establish your opinions as the branch manager of your building society, I
should therefore be grateful if you could personally complete this questionnaire.

This questionnaire is divided into three parts, these are concerned with the organisational
aspects of the society, its marketing activities, and its cultural values.

Part 1

Q Which of the following terms best describes your industry? (please tick only one)

2) Savings and Loans O
b) Savings and Mortgages O
0 Retail Financial Services O
d) Banking |

o) Other (please specify)

Q Please rank the following in order of importance to the society. (T10; 1 = most
important).

Function Order of importance
Finance []
Treasury ]
Data Processing ]
Marketing N
Personnel i
Legal ]
Advertising i
Branch Adminstration 1
Advances/Lending i

Research [1



Please rank the following competitors in order of importance (1-8, 1 =most important)

Savings Mortgages
Regional Building Societies [ ]
Local Building Societies [ [
National Building Societies ] [
Centralised lenders - (]
The Clearing Banks O []
Foreign Banks [] []
Non-life Insurance Companies O []
Life Insurance Companies (] []
Govt Savings Schemes [] -

With regard to the following services, please indicate which of the following goals are
most important, ranking them (1-5) in order of importance. (I = most important)

Savings Mortgages
Maintain market share [ []
Increase market share (] []
Maximise profits [] []
Maximise sales [] []

Other (please specity)

Using the following scale, please indicate if you agree with the following statements.

agree disagree

) Competition makes for 1 2 3 4 5

better service
b) There isn’t much 1 2 3 4 5

difference between the

services of a bank and

a building society.
© Banks have higher 1 2 3 4 5

Service standards than
building societies.



d) All building societies 1 2 3 4 5
have the same service
standards

e The most competitive 1 2 3 4 5
pressure comes from other
building societies.

f) Competitive pressures will 1 2 3 4 5
increase over the next
five years.
Q. Please rank the following (1-3) in order of importance.

(1 = most important).

Success is achieved by supplying services i
of the optimum quality and cost.

Selling and promotion are the key O
to success.
Success depends on customer research i

and product innovation.

Q. What do you think should be the major factors that influence the decision to develop a
new product? Please rank in order of importance. (1 - 6; 1 = most important).

Keep up with competitors [l
Market research studies (]
Operations suggested product (]
Legislative changes [0
Diversification pressures [l
Need to provide a comprehensive range
Q. How important do you think are the following in stimulating demand?
Very Not
important important
Press advertising 1 2 3 4 5
TV advertising 1 2 3 4 5
Branch posters 1 2 3 4 5
Customer mailings 1 2 3 4 5
Third party mailings 1 2 3 4 5
Statement promotions 1 2 3 4 5
Public relations 1 2 3 4 5
Sponsorship 1 2 3 4 5
Other (specify) 1 2 3 4 5



Q. How important are the following activities?

Very Not
important important
Improving product quality 1 2 3 4 5
Convenient branch locations 1 2 3 4 5
More promotional offers 1 2 3 4 5
Lower transaction costs 1 2 3 4 5
More competitive rates 12 3 4 5
Better customer service 1 2 3 4 5
Better selling 1 2 3 4 5
Better branch layout 1 2 3 4 5
Wider product range 12 3 4 5
Better marketing 1 2 3 4 5
Q. What are your society’s most important competitive strengths? Please rank in order of
importance. (1 - 6; 1 = most important).
Superior products [ ]
Better customer service [ ]
Better image [ ]
Stronger distribution [ ]
Price [ ]
Better marketing [ ]
Q. In five years, which of the following attributes is a successful Society likely to have as

its most important competitive strength? (1 - 6; 1 = most important).

Superior products
Better customer service
Better image

Stronger distribution
Price

Better marketing
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Part II

In the following statements please indicate your degree of agreement as follows:

Marketing is mainly concerned with
stimulating demand for a product
or service.

Marketing is more relevant to
manufacturing than service firms.

Marketing is selling effectively.

Our main task is to increase sales

volume, profits will follow naturally.

A Chief marketing officer should
be a member of the executive group.

A Chief marketing officer should
be a Directot.

Marketing is selling the societies

products and services to its customers.

Make a better product and people
will beat a path to your door.

Marketing should have a minimum
of influence on the day to day
operations of the society.

The society should satisfy the
typical customer rather than
individual segments of customers.

Market research should have a
direct impact on the operations
of all departments.

A Marketing department should
be able to influence decisions
in all departments.

Societies should be organised
to provide services to customers
for a profit.

Societies are more sensitive
to customer needs than banks.

Customers trust societies motre
than banks.

Strongly

agree
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2
1 2

5

Strongly
disagree



Part III
Q. Which of the following factors are important for success over the next five years? Please
rank in order of importance.
(1-7; 1 = most important).
Better sales
Better service i
Better marketing

Lower cost/high efficiency

Greater investment

Product innovation (]
Data Processing [l
Q. Please rank the following in order of importance. (1-7; 1 = most important)
Increase market shatre []
Improve in productivity []
Defend market share []
Survival []
Improve profitability []
Expand the range of services/products []

Enter new markets



Q. To fulfil the role of CEO it is important to have experience in which of the following:
(Please rank the following (1-7) in order of importance, 1 = most important).

Finance
Operations []
Adminstration []
Sales []
Marketing
Legal []
IT []
Q. Please indicate the society’s attitude to the following statements;
True False
A belief in being best 1 2 3 4 5
A belief in superior 1 2 3 4 5
quality and service
A belief in economic 1 2 3 4 5
growth and profits
Our main task is to get 1 2 3 4 5
better sales from
our customers.
We are innovative 1 2 3 4 5
We are customer orientated 1 2 3 4 5
We are sales orientated 1 2 3 4 5
We are product orientated 1 2 3 4 5

Which of the following terms best describes the society?

True False
Competitive 1 2 3 4 5
Caring 1 2 3 4 5
Friendly 1 2 3 4 5
Socially responsible 1 2 3 4 5
Efficient 1 2 3 4 5
Profitable 1 2 3 4 5
Business like 1 2 3 4 5



Q. The society’s culture is most influenced by the attitudes of its;

True False
Board 1 2 3 4 5
Chief Executive Officer 1 2 3 4 5
Management 1 2 3 4 5
Customers 1 2 3 4 5
History 1 2 3 4 5
Q. Personal:

Date joined Society
Date appointed Branch Manager
Date of Birth

Educational Qualifications

Thank you for taking the time to complete this questionnaire.

the strictest confidentiality.
Please return to:

Krish Shastri
14 McNaughton Close
Farnborough
Hants., GU14 OPX

All respondents are assured of
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Shagiri; sone say markening b sioee sulted oo pocds

Building societies
misuse marketing

INCREAZED  conspetstica
has placed huikking socisties
undder  enoOmous ESSUTE
forcing many W sed wup
marketing departments or
eapind the budpets of ex-
istng omea bl recent years.
Eut iwccording to bAr Knish
Shastr of the City Universaey
Husiness Schood, it i doubt-
ful if societies have taken on
svard the culture of market-
ing in the same way s otler
ftancaal instintions.
Moreaver, he believes that
the role «of marketing in a
finangial  services  covison-
mient 8 often cvisumdershosd,
fle said: “Soowe  bave
argued that marketing s
mors suited te gocds and
products, anedl that a mort-

Rige o savings account can-
not ke sold wsing technigues
mezre swited o selling baked
henns, "

Bl Shasiri, a cactoral r=
scarch student, is currencly
rescarching  the role  of
okar Ketnmg in 'h|,:|i'|-|_'1i;|'|,g
societies fo determine its ose
pnd effectiveness  within
these institutions.

Although s ressarch is
non=coHmmensinl and
geademically-based, he -
lievess the Rndings will be of
pEreat interest 1o the societies
and those working  closely
with them.

The findings will be avail-
able to socictics wluch por-
lcipate in snrvey,

Contace: B OWT6-68H G




