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Abstract

The marketing environment has in the past two dexathanged dramatically. The
Internet has given businesses of all sizes the rtyity to compete throughout the
world with brands of seemingly similar quality, atwl promote their wares in ways
previously unimagined. Simultaneously, media fragtation and the overarching need
for cost-effective and efficient marketing has daloh the way marketers conduct and
evaluate their marketing and marketing communioatiactivities (De Pelsmacker et al,

2004).

This research explores the emergence, relevance appticability of marketing
communications/Integrated Marketing CommunicatidMC) within SMEs in Iceland
and if marketing communications activities are etiéel by organisational culture.
Iceland was chosen because prior to this resesscbgconomy was in stage of growth

and substantial proportion of GDP was derived f@ME activity.

In order to answer the objectives, a mixed methdesgn was used in which senior
managers in SMEs were interviewed in the first phamd surveyed, via a

questionnaire, in the second phase.

The findings confirmed and corroborated the prewiditerature regarding SMEs as
managers were found to be using mostly traditi@ublertising methods. The results

also showed that they were not using systematibi@dstwhen planning, budgeting or



measuring their marketing communications activitiddowever, some findings were
contradictory as managers were also found to bkegag information about their
customers and appeared to be interested in whahagsening in their field of business
abroad. The research discovered that IMC was egarded as important by the
managers. Findings from the first phase gave fatiod for the belief that a traditional
culture may be a barrier towards marketing and etar§ communications practise.
Therefore, eight hypotheses were developed andequbstly tested in the second
phase of the research. The findings offered arcatidn that hierarchy culture could
act as a barrier towards marketing communicatiowisthat adhocracy culture could act

as driver. However, further research needs to bdwded to reaffirm these findings.
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Chapter 1

Introduction to the Thesis

1.1Introduction

The topic of this doctoral thesis is marketing camations practises in Icelandic
Small and Medium Sized Enterprises (SMEs) from kucal perspective. Small and
Medium Enterprises have increased in importancer dve decades but have not
received much attention in the literature regardivgr marketing communications and
especially Integrated Marketing Communications (IMfCtivities. Iceland was chosen
because its economy was at the time experiencingpswing and the majority of
companies were micro, small or medium sized. Tioisned the basis for the

investigation reported in this thesis.

The present chapter provides an overview of theéystopic, a statement of the research
problem, the approach used to bring insights amtrgtanding to the research problem,
background information on marketing communicatioc@ntry of study, anticipated

benefits of this research, and other relevant médion.

1.2The Research Problem
Communications is significant part of marketingcjiine (Fill, 2005). Research of
marketing communications has progressed and froen haginning of the 90’s

researchers have started to view it in integratagd w

Integrated marketing Communications (IMC) is an rapph to marketing
communications concerned with coordinating a ntarke message and developing

relationships with customers and other stakehold@&isere appears to be some
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acceptance by marketers around the world as numertouies indicate (Duncan and
Everett, 1993; Linton and Morley, 1995; Schultz &tthen, 1997; 1998; 1999; Reid,
2005). Nevertheless IMC has been heavily critttias there is no agreed definition,
lack of empirical evidence and some believe it mhimg new (Hutton, 1996,
Cornelissen and Lock, 2000; Kitchen and Schult8992. Most of the research that has
been undertaken has investigated the adaption & iMthin large companies and
agencies. Little research has been undertaken glmrexthe relevance of IMC in the
context of small and medium sized enterprises, ¢veagh some of the early literature
suggested that IMC was more likely to be found nmaker companies (Nowak and
Phelps, 1994; Low, 2000) . Therefore this reseavithinvestigate the relevance and

applicability of marketing communications and mspecifically IMC within SMESs.

Small and medium-sized businesses based almosthangvin the Western world can
communicate by means of the Internet (Johnson amdef, 2003). Marketing and

marketing communications, therefore, becomes momngoitant and SMEs need to
ensure that they are communicating effectively wahget markets, and that these
markets respond in behavioural (i.e. sales) teBMESs have increased in importance in
recent years and their unique characteristics dred gotential development and
implementation of marketing communications prastisethese organisations warrants

more detailed investigation ( Burns, 2001 McCaianan and Carson, 2003).

Marketing in SMEs is usually the responsibilitytbé owner/ managing director which
will have other responsibilities and often usesrtteketing communications activities
he/she knows best (Carsenal., 1995). SMEs often have a narrow customer base and

this means shorter lines of communication betwekemt and their customers



(Burns,2001). However, many SMEs managers do ae¢ the time to work on their
marketing properly, they have limited capital neripower and network access

(Knight, 2000; Verhees and Meulenberg, 2004; Gikstral, 2006).

Globalisation has changed the way companies dméssiand in this new environment
cultural studies have become more important. Sesach studies have been conducted
about how significant it is to use diverse markgtapproaches when marketing to
different counties (e.g., Yaprak, 2008). Organmai culture has been identified as
being important for marketing strategy implememtatand development of customer
orientations (Despande, 1989, Ridnour, 2001). $wtudconducted within large
organisations have shown that organisations witlexdarnal outlook are likely to be
more customer-oriented and innovative than thogk am internal outlook. However,
no studies have as yet focused on SMEs and in wawtorganisational culture affects
marketing and marketing communications practisésiwthese types of companies. In
the current climate, where SMEs are becoming ntapoitant, it seems of urgent need
to investigate this. Hence, the purpose of theeaeth is to investigate how applicable
marketing communications and more specificallygnsged marketing communications
are to SMEs and in what way organisational culaffects marketing communications

practises.

Given a research problem of this type, one canmatl eith the entirety of SMEs
everywhere. This research is therefore locateddauntry (Iceland) where a significant
proportion of GDP is derived from SME activity. Maver, when this research was
conducted the Icelandic economy was in a staggyoifisant growth. At the same time,
the economic growth rates in the UK were small sthih the USA the market was

simply too large to undertake meaningful reseaddgaately (OECD, 2006c¢). It was on
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this basis that Iceland was selected for researtih the marketing activities of its
SMEs. The Icelandic population numbers approxingad€0,000, living mostly along

the coast. The capital city is Reykjavik, and appmately 62 percent of the population
live within the Reykjavik capital region (Statistidceland, 2005). The interior of the
country contains stunning contrasts. It is largaly arctic desert, punctuated with
mountains, glaciers, volcanoes and waterfallsalulis probably richer in hot springs
and high-temperature activity than any other coumirthe world (Jonson, 2002). In
1998 the exploited capacity of geothermal poweched the equivalent of 15.5000
GWh p.a., bringing 85 percent of the populationtgeomal heating into their homes
(Icelandic Foreign Services, 2006) The economy aseld primarily on the use of
renewable natural resources, the most importanthidh are the coastal fishing banks;
hydroelectric and geothermal power; and the gradslahat support the livestock
industry. Although the economy has traditionallyebebased on fisheries and
agriculture it has in the last few decades divediinto manufacturing and services
(Jonson, 2002). Iceland is participating in thedpeian Economic Area, with partners
in the European Free Trade Association and is abmeewof the European Union. At the
time of study Iceland had undergone one of the magid and dynamic economic
transformations in the world in recent years andked among the ten wealthiest
countries within the OECD (Timmons, 2006; OECD 2804& view of GPD per capita

from data for 2006 shows that Iceland ranked ithgpace, as illustrated in Figure 1.2



Figure 1.2: Average GDP per capita in OECD countrig, from 1995-2004

Average GDP per capita in OECS countries 1995-2004

US dollars, current prices and
PPPs
PR NN
uo oy
00 00O
00000
OO0 O0OO0OO0o
———
:I

9 > 2 & D v g N Y < g
P TR eSS EESTTEEEFTEFETETEES
TS LTS FETEFPSFTILEEFV FFTFFFTLEL LI
Sy g T TP e vFF &« g« S & AR g F &
o & Q S < 2 O N Y
y @ ) > ‘0$ N S N
IS < g °s ¢ § &
S & 5

(Source: OECD, 2006b)

The majority of companies in Iceland are micro anthll and typically there are few
companies numbered within each sector (Statistiesamd, 2009a). Consequently,
communications channels tend to be shorter anddpasse than in other European
countries. For example, there are just three nalioewspapers and four television
stations in the country. Nevertheless, Icelanders\eell connected to the outside world.
Figures show that 90 percent of the populationddde74 years use computers and the
Internet regularly, 92 percent of homes in the éguown a computer and 88 percent of

homes enjoy Internet access (Statistics Icelan@30

There may well be lessons to be learned from tekhclic SME sector, given Icelandic
SME developmental activity and its recent natuféws Iceland appears to provide an
ideal setting, not just in terms of SMEs but inateln to their potential adoption and
usage of marketing communication and more spedificantegrated marketing

communications. In addition, due to technologicalavation organisations can trade
with customers all over the world and thereforis interesting to see if Icelandic SMEs
are trading internationally. It is anticipatedaththis exploration of integrated

marketing communications practises in one spegqiftional setting may provide



valuable knowledge for subsequent further develapsi@ other countries. Given this
scenario, it seems evident that there is urgertifigation for the need to explore the
emergence, relevance and applicability of marketognmunication and more

specifically IMC within SMEs in Iceland.

1.3Research Philosophy and Approach to the Problem

This research will follow the constructionist orggical perspective as a method of this
investigation is to explore the importance of m#éng communications/IMC by
interviewing senior managers or executives withMES. It was thought that senior
managers were most likely to be the decision makgtin SMEs and therefore they
have been identified as subjects for the interviekdslitionally, they were asked about
how they perceived their company, staff involvemamd the company culture, in order
to attempt to establish and identify their orgatosel culture. As such, the findings
depend upon perceptions of social actors withirstated specific context i.e. upon how
SME executives in Iceland perceive their marketiptactises and marketing

communications activities.

This research used a mixed method approach. Caigydthe nature of this research
problem, the first phase of the research attemptedook for patterns, ideas or
hypotheses from exploratory research conducted wsahior managers in SMEs in
Iceland. The second phase tested further hypothieaesere generated after analysing
the findings from phase one. It is assumed thaidayg the mixed method approach, a
better understanding of marketing communicatiors @ganisational culture would be

developed. Bryman (2004) points out that qualiatresearch is often helpful as a



source for ideas or intuition that then can beetsising a quantitative strategy. A

mixed method approach would, in addition, strengtine research validity.

1.40Overview of the Research

The primary aim of this research is to explore t®ergence, relevance and
applicability of marketing communications/IntegiteMarketing Communications
within Icelandic SMEs and to determine whethes iaffected by organisational culture.

This key aim will be pursued through the followiolgjectives:

1. To explore the current perceptions of SME managémih regard to the
perceived importance and application of marketimigimunications practises
and more specifically IMC.

2. To identify barriers to the use of marketing comioations and more
specifically IMC.

3. To examine the extent to which marketing commuiocatpractises in

SMEs are affected by organisational culture.

Eight hypotheses were developed after the reswlts phase one had been analysed,

see below:

H1la: The higher the adhocracy culture (B), the geedhe likelihood that SME senior
managers will use targeted approaches
H1b: The higher the market culture (C), the greater likelihood that SME senior

managers will use targeted approaches



H2a: The higher the adhocracy culture (B), the geedhe likelihood that SME senior
managers will be measuring the effectiveness af t@com activities
H2b: The higher the market culture (C), the greattee likelihood that SME senior

managers will be measuring the effectiveness af t@com activities

H3a: The higher the adhocracy culture (B), the geedhe likelihood that SME senior
managers will be gathering information about thailstomers
H3b: The higher the market culture (C), the greater likelihood that SME senior

managers will be gathering information about thailstomers

H4a: The higher the adhocracy culture (B), the geedhe likelihood that SME senior
managers will be outward looking in terms of tha@arketing communications activities
H4b: The higher the market culture (C), the greate likelihood that SME senior

managers will be outward looking in terms of the@arketing communications activities

H5a: The higher the clan culture (A), the greatee tikelihood that SME senior
managers will adopt a flexible marketing communas approach
H5b: The higher the adhocracy culture (B), the geedhe likelihood that SME senior

managers will adopt a flexible marketing communas approach

H6a: The higher the clan culture (A), the greatee tikelihood that SME senior
managers will face financial and time constrairggarding their marketing
communications activities

H6b: The higher the adhocracy culture (B), the geedhe likelihood that SME senior
managers will face financial and time constrairggarding their marketing

communications activities



H7a: The higher the clan culture (A), the greatee tikelihood that SME senior
managers will maintain an ‘old’ culture view on rkating/marketing communications
H7b: The higher the hierarchy culture (D), the gierathe likelihood that SME senior

managers will maintain an ‘old’ culture view on rkating/marketing communications

H8a: The higher the market culture (C), the greattee likelihood that SME senior
managers see their environment as more stable
H8b: The higher the hierarchy culture (D), the gieathe likelihood that SME senior

managers will see their environment as more stable

1.5Significance of the Research

As mentioned in section 1.2, the literature of neihg communications practises has
focused mainly on adoption and practises withigdatompanies. This research aims to
increase scientific knowledge managerially and téecally in the field of marketing
communications and discover how organisational ucelt affects marketing

communications practises within SMEs.

The significance of the research rises from thé tfaat little is known about the extent
to which SME management engages in marketing conuations and IMC; when it
may have become important to them; and how andhat ways they may have been
implementing such an approach. Very few reseandjeqts have actually been
conducted focusing completely on marketing commatroas/IMC within SMEs. In
addition, few researchers have demonstrated tlaiaeship between organisational

culture and marketing communications practisesagsbeen done in this research, with



the use of the Organisational Culture Assessmetitument described in Cameron and

Quinn (1999).

In addition, despite detailed investigation, theppears to be a lack of evidence of any
research on this scale on marketing communicatid&/and organisational culture
ever being conducted in Iceland. The country hesiged dramatically in the last ten
years and still appears to be very dynamic in iciatio its economic situation it seems
appropriate to conduct this research at this timerder to generate new knowledge for

SMEs.

The thesis provides a response to calls from Igadrademics and practitioners for
empirical research within businesses (Kitchen, 260t&henet al.,2004a; Reid, 2005;
McGrath, 2005;), and supports an early and patyntunexplored avenue in IMC
research (Low, 2000; Schulet al., 1993; Nowak and Phelps, 1994); that is, with
SMEs. Findings will undoubtedly offer a significacdntribution to the present body of
literature in marketing communications, IMC and anigational culture in relation to

SMEs.

1.6 Organisation of the Thesis

This thesis is composed of nine chapters. Cha@targl 3 provide a literature review of
marketing communications, SMEs and organisation#liee. Chapter 4 contains the
methodology for the research and Chapters 5 tpdrré¢he findings of the two research
phases. Chapter 8 brings together the findings ftben two research phases and
compares and contrasts them with previous liteeatEmally Chapter 9 presents the

conclusions and recommendations. The chapterseaided in greater detail below.
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Chapter 2: Discusses marketing communications, Integrateckdtang

Communications (IMC), and gives an overview of th@keting communications mix.

Chapter 3. Offers a definition of Small and Medium Sizedi&mprises (SMEs) and
gives an overview of marketing activities within 581 Additionally it gives an
overview of studies of organisational culture ardlains why this thesis focuses on

organisational culture.

Chapter 4. Concerns the methodology. It defines the resgaacadigm, the ontology

and epistemology of this research and the resqdrabes.

Chapter 5: Presents the analysis of phase one of this mdse&or the first phase
twenty interviews were conducted with senior mamage SMEs. The findings
revealed that companies with external outlook usede target marketing approaches

than companies with more internal (old culture)aak.

Chapter 6: Presents the descriptive findings from the phaseof this research. The
second phase consisted of a survey approach, ichvamline questionnaires were sent
to senior managers in Icelandic SMEs. The findinggcate that while SMEs in Iceland
seems not be paying too much attention on marketimymarketing communications
activities, they regard information gathering aslytrimportant and want to take
measurement seriously. Time and financial conggsawvere not considered to be as big
barriers towards marketing communications practsewas identified in the first phase

of the research.
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Chapter 7: Presents the cultural analysis of phase two isf ibsearch. The findings

reveal that culture plot for Icelandic SMEs is ddesably different than for companies
in previous studies by Cameron and Quinn (1999xtwe for Icelandic SMEs being
considerably higher. The companies emphasise naiteculture values, small

companies’ dominant culture was hierarchy cultune ddan culture for medium sized
companies. The majority of the hypotheses formdlated discussed in chapter four
were not supported but these tentative finding® gndications that hierarchy culture
can act as a barrier towards marketing communigataztivities, and adhocracy culture

as a driver.

Chapter 8. Compares with and analyses the empirical findiofjghe two research
phases with the literature review provided in cbaf@ and 3. It examines each of the
objectives of the thesis and highlights the contitns made. The application of
marketing communications practises was found tdica what was discovered in the
literature, as majority of companies were usingitr@anal media when communicating
with their customers and even though they found ketarg and marketing
communications to be important for their compamyseemed they were not changing
the way they had conducted these. IMC was notrdeglaas important and only one
company was working systematically towards integratThe major contribution of
this thesis is the findings regarding organisafionalture and implications for
marketing and marketing communication practise® fBmtative findings give valuable

information that needs to be researched further.

Chapter 9: Presents the overall conclusions of the thesislrdivs attention to the
implications of the findings for SMEs, the limitatis of the thesis and potential areas

for further research are recommended.
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1.7 Conclusion

This chapter has outlined the main aspects of tindys drawing attention to research
problems, research aims and objectives and theifisayjice of this research.
Furthermore, the chapter outlined the main ainhefresearch which was to explore the
emergence, relevance and applicability of marketicgmnmunications/Integrated
Marketing Communications within Icelandic SMEs W&o phases (semi structured

interviews and questionnaires) of research design.

The chapter also highlighted the structure of tresis and the main purpose of each of
the chapters and main findings. The area of osgdioinal culture and its linkage with

marketing communications practises is identifiedmsrea for further research.

The next chapter examines the literature of mamgetiommunications and Integrated

Marketing Communications.
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Chapter 2

Marketing Communications

2.1 Introduction

The purpose of this chapter is to establish theestrfor this thesis with regard to
current marketing communications literature as ihithe conceptual area of marketing
that is the most central to this research. It wiibvide a review of existing literature
about the marketing communications mix in ordeumalerstand how the potential for

applications have changed in order establish thecuenvironment.

The chapter will start with defining marketing commnications and an overview of
integrated communications, and will follow with ad discussion on the mechanics of
communications. Finally, discussion on each of toenponents of the marketing
communications mix will be provided before movingh @0 the summary and

conclusion.

2.2 Marketing Communications Defined

Communication is an essential part of marketingidise (Clark, 1925; McCarthy,
1968; Pickton and Broderick, 2005; Kitchen, 200B)is has been evident since the
early days of marketing discipline (McCarthy, 1968\ver the last twenty years, the
marketing communications landscape has changedaticaity with developments in
communications and information technology which éna@sulted in increased interest
in the subject with many academics contributinghis area with numerous texts and

journal articles (De Pelsmacket al, 2004; Kitchen, 2005; Fill, 2005). In addition, a
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number of academic journals and scholarly confezenare focusing entirely on
marketing communications, e.glournal of Marketing Communicationand the

International Conference on Marketing and Corpo@dexmunications.

Marketing communications have been defined in geaof ways, but the definition
used in this research defines it ast management process through which an
organisation engages with its various audienc@sll, 2005:7). Kitchen (1999: 8)
describes the role of marketing communications ine& environment:The role of
marcoms in a consumer-driven and consumer-focuseety is still the responsibility
to drive exchanges. In an age when products aree@singly similar, when price
strategies display with uniformities, when disttibn shelf facings and organizational
frontages have all the differentiation of the rofwdetergent packets on a supermarket
shelf, promotion carries pole position. Thus, thection of marketing communications
is to use promotional techniques to underpin angpsut brand identity and accelerate

or maintain behavioural loyalties or switching befaur.’

The study of marketing communications has evolvegkcent years where practitioners
and academics have started to view the elementsadfeting communications in an
integrated fashion (Schul&t al, 1993, Kitchen and Schultz, 1999; Cook, 2004;\@ro
et al., 2007; Taylor 2010). The next section will discube studies of integrated

marketing communications in greater detail.

2.3  Integrated Marketing Communications
Integrated marketing communications (IMC) is a midof the late twentieth century.
Its growth can be traced to emergent academicasitén the work at the Medill School

of Journalism, Northwestern University, led by ssor Schultz. The recession at the
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beginning of the 1990s, fragmentation of media tedtechnological evaluation drove

the need for IMC.

IMC is based on the application of one of the prynprinciples of the marketing
concept: an ongoing dialogue between consumers marketers (Stewart, 1996;
Schultz, 1998; Duncan, 2005). At first it was eheatsimple concept, only aligning and

coordinating a marketer’s message and directitggatistomers and prospects:

IMC is a concept of marketing commun@matiplanning that
recognises the added value of a comprehensivetpkitrevaluates the
strategic roles of a variety of communication diicies- for example,
general advertising, direct response, sales proomptiand PR- and
combines these discipline to provide clarity, cetesicy, and maximum
communications impact
(Schultz ,1993:17).

As understanding of IMC grew, marketers began tugte internal customers and
audiences such as employees and suppliers in fimitida and subsequent definitions
focused on building relations between brands, coets, stakeholders or prospects

(Kitchen and De Pelsmacker, 2004). Moreover, IMCdnee a strategic business

process:

IMC is a strategic business process used to plamekbp, execute, and

evaluate coordinated measurable, persuasive braowhngunication

programs over time with consumers, customers, @asp and other

targeted, relevant external and internal audiences

(Schultz and Kitchen 2000: 65).
According to the research team of the American &etdty and Quality Center (1998
cited in Kitchen and Schultz, 1999) companies dosimaply decide to become integrated
but in fact evolve as integrated companies overemoq of several years. The team

created a basic model that potentially capturesriyiéad marketing and communications

activities of a firm. The model assumes (see figuig that firms proceed through various
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stages of development and implementation: first roomication coordination; second
redefining marketing communication through consumesmearch and feedback; third,
building globally segmented databases to refinéoossr communication and behaviour
measurement; and fourth, and most sophisticatdigncial and strategic integration,
which involves monitoring return on investment peniance for each audience segment

(Kitchen & Schultz, 1999; Schultz & Schultz, 2004).

Figure 2.1: Stages in IMC Development

Firms manitor marcom
Financial and performance from ROI
strategic perspective. Information,
integration knowledge linked to
ongoing evaluation

Maintain accessible data

sources and build to

Application of Information globally segmented

iiechboiogy databases
Companies gather extensive
information about their
Redefining the scope of marketing customers and apply to
communications deploying marcoms, and

evaluating feedback. Also need
to align with external agencies

Requires high degree of
interpersonal and cross-

Tactical co-ordination of marketing communication functional communication within
and without the business.

Source: (Kitchen & Schultz, 19990

Some of the early work of Schultz and Kitchen (1,92998; 1999) investigated the
guestion of whether marketers and agencies wertigireg IMC, the success factors and
the main barriers from the advertising agencieshfpof view. In 2004 agencies were
revisited in order to establish IMC implementatwithin advertising and PR agencies.
The results showed that agency practitioners knomatwiMC is, how it can be
operationalised on behalf of clients and its re@astrengths and weaknesses. However,
they were not practising IMC (Kitchen et al., 20R4&nother study showed that two of

the world’s famous global companies failed compnshesly or effectively to have
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integrated their communications functions. Both pamies were strong in marketing but
remain weak in public relations and employee conmpaiions. The reason, to a great

extent, was said to lie in their respective orgatonal structures (Pettegrew, 2001).

This result is in line with the views of somerketers that believe that IMC can never
be valuable in reality because of how large congmiaire structured (McArthur and
Griffin, 1997; Schultz, 2000). People are workimg departments; some do
‘advertising’, others ‘PR’. In addition, severalitgrs have suggested that control of
IMC should be a top management function (McArthuiGgiffin, 1997; Schultz et al,

1994; Pettegrew, 2001).

Another pressing matter is how the success of IM&@amme and campaigns can best
be measured. For decades, marketers have usearedtablished communications
disciplines of advertising, PR, sales promotion dimdct marketing to achieve a diverse
range of objectives. Traditionally companies exdcstrong barriers around these
functions by managing each separately with differebjectives, goals and budgets.
Today, these previously independent tools are asingly being coordinated under an

IMC umbrella in an attempt to increase communicegieffectiveness

Cornelissen and Lock (2000) identified some prolslevithin the theoretical foundation
of IMC. The first problem is that there is no agtedefinition on the subjeciThis
allows ‘“for various interpretation and the loose use of then IMC and has allowed
researchers to choose whichever conceptualizatest bts their research agendas at
any given timg (Cornelissen and Lock, 2000:8) Therefore IMQtseoretical

foundation is weak and will be so until researsharrive at widespread belief in
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constructs or a technique of measurement as aersadof existence (Cornelissen and

Lock, 2000).

The second problem with IMC is regarding the rairthe concept. Researchers like
Hutton (1996) believed it was nothing new and stingt that marketers have been
practising for a long time. Marketers have alwaysl o adjust to changes in the
external environment and adjust their marketing mamications to a different market.
Saying that IMC is therefore a new concept or the®mnot true. It seems that even the
supporters of and the main authors of IMC havetedfato doubt if the concept is
anything new. As a result of these issues [no agreed definition, agreed
measurement technique] and others, perhaps IMCrealy nothing more or less than
another ‘false dawn’ which has been exposed byfitencial demands of today’s
market place”(Kitchen and Schultz, 2009). They, however, wik wleclare the death
of IMC but state it is necessary to have a whdéesaview of IMC research,

management, and practise in order to determindd is truly an new dawn.

Nevertheless, IMC has found a widespread accept@moag academics (Kitchen and
Shultz, 1999; Kotler and Keller, 2006; Brassingtomd Pettitt, 2007; McGrath, 2010).
When looking at the marketing textbooks availatiie, majority of the new books seem
to allocate one or more chapters to IMC (Kotler aeller, 2006; McDaniel et al.,
2006; Brassington and Pettitt, 2007). However hlobfathem define IMC in the same
way and some authors like Jobber and Fahy (2008egualise IMC as little more
than coordination of organisations promotional \attj which is what Kitchen and

Schultz (1999) identified as stage one of the dgreent of IMC. Therefore, whilst
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IMC appears to have achieved widespread acceptaitben both practitioner and

academic communities it remains a poorly definedi @nceptualised.

This research aims to look at marketing commurocatiand especially IMC in Small
and Medium Sized Enterprises. Even though IMCdigsificant weaknesses it still has
a useful role to play within marketing and markgtcommunications practises. The
reason for conducting a research within SMEs i fihdings from the early literature
(Nowak and Phelps, 1994; Low, 2000) suggestediih@twas more likely to be found
in small companies than large because communictibannels are shorter in SMEs

and they often have a narrow customer base.

The research applies Schultz and Kitchen (2000hitlen, as at the time of research
was conducted it was thought to offer the besgimsinto the phenomena, taking into
account that IMC was more than tactical executimhiacluding all stakeholders that a

company can have.

2.4 The Mechanics of Communication

Marketing of goods and services involves commurooaivith target audiences where
the communication itself is the process by whictividuals share meaning. Wilbur
Schramm (1960) developed what is now acceptedealsasic model of communication,
(Pickton and Broderick, 2005; Fill, 2005). This pie model involves a sender or a
source, a message and a receiver. The sender &asa message and selects a way to

communicate that message to its recipient. Sevgrdhtes have been made to this
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module by authors like Shannon and Weaver (1962ias has passed and figure 2.2

shows it as it appeared in Fill's (2009arketing Communicationg™ edition:

Figure 2.2: The Communication Process

l,-""ReaIms of Understanding - Realms of Understanding

Receiver

Message

Feedback

( Source: Fill, 2005:37)

The addition here from Schramm (1960) versionri the encoding and decoding.
Senders must know what audiences they want to randhwhat responses they
would like to receive. They must encode their mgssaso that the target audience
can then decode them. They need to transmit thesagesthrough the media that
reaches the target audience and develops feeddba@mknels to monitor the

responses (Fill, 2005; Kotler and Keller, 2009).i9¢0is the distortion of the

communication process, making it difficult for thexeiver to interpret the message
as intended by the source. This could happen bedaesencoding of the message
was inappropriate, making it difficult for the réwer to decode the message or
because the receiver may have been physically preddrom decoding because of

some distraction (Fill, 2005).
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It appears that there is wide ranging agreemettiariterature on this element off
the communication process, as similar models aowiged by a wide range of
authors and in major textbooks about marketing camaoations (Fill, 2005;

Pickton and Broderick, 2005; Kotler and Keller, 2QDOHowever, authors have
sought a deeper understanding of communicationscialy applied to the

movement of products and services from seller tosamer. These efforts are
known as the response hierarchy or the hierarchgffetts models (Pickton and

Broderick, 2005; Kotler and Keller, 2009).

The hierarchy of effect models attempt to define pnocess through which consumers
decide to purchase and consume given product offeriOne of the earliest attempts to
characterise this process is known as AIDA, dewsdopy Strong (1925). The AIDA
model assumes that consumers move from initial @mess of a product (A), through
exposure to its advertising, to interest in thedpiat (1), desire for the product (D), and
finally action (A), in terms of purchase behaviqiduncan, 2005). The hierarchy of
effects model is an extension to Strong model,eandrged in early 1960 after notable
development by Lavidge and Steiner (1961). The masleumes that consumers move
over time through a variety of step stages: awagnknowledge, liking, preference,
conviction, and finally purchase. AIDA and othesrguasive hierarchy models have
been criticised for being unproven, too simplistid for assuming that the brain works
linearly through a series of stages (Vakratsas Ambler, 1999; Shankar, 1999;
Ambler, 2000; Weilbacher, 2001). Even so, they iliema central tenet of many
marketing texts in spite of such criticism. DAGMARefining Advertising Goals for
Measured Advertising Results model) showed someraugments from the AIDA

model. The model involves five stages, unawarenasg&reness, comprehension,
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conviction and action. The model is similar to AlDwith the main exception that it
includes an unawareness stage. According to Cr¢s8£9) these models share some
characteristics with the CAC model (cognitive-affee-conative) used to explain
human responses to various stimuli. These stagesftan paraphrased as ‘think-feel-
do’. However, there are other types of purchaseasdn. During an impulsive purchase
a consumer may ‘do-feel-think’ and in many low itwement purchases a consumer

may ‘think-do-feel’(McGoldrick, 2002).

As stated above, the academic community has isaukigh degree of criticism
regarding the aforementioned models, but the génera is that such models are
better than possession of no framework at all. dat,fthey can provide many
benefits which contribute to enhancing understapdinvith marketing

communications and consumer responses (Crosie®).199

2.5 An Overview of the Marketing Communications Mix

How the company communicates with its target graups stakeholders to promote
its products or the company as a whole can be arémi its survival. Therefore,
choosing the right communications mix is very intpat. It has to be designed in
such a way that the effects of the tools are milytuadinforcing. Successful
marketing depends on a well-integrated, synergetitt interactive marketing mix.
The last couple of decades have seen some chamdglkes marketplace that have
driven the need for better marketing communicati@msl the change in all
promotion mix area. For instance, the recessioneimerged at the beginning of the
1990s due to high olil prices increased cost-awarenad the need for more cost-
effective and efficient marketing (De Pelsmackeal.,2004). Therefore, there was

growing need for increased levels of accountabil@onsequently, mass media was
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supplemented with, or replaced by, other commuimigattools with allegedly more
impact that focused much more on influencing théab®ur of individual

consumers directly, and the effectiveness of whicluld be measured more
precisely, such as direct marketing (Shimp,2003Adding more and more
diversified tools to the communications mix led rere, and more fragmented
media being used, and increased the need for aitegr of marketing

communications (Schultz and Kitchen, 2000). As tinee horizon of companies
became more short-term oriented and the produet dycle became shorter
companies were in greater need for directly effectinarketing strategies which

could be accessed instantaneously (Shimp, 2003).

Most markets in well-developed countries were neaturhis meant that many
products and brands were of similar quality. Lawels of brand differentiation
increased the need to make the difference by mehnsommunications (De
Pelsmackeret al., 2004). Mainly as a result of technological evalatiand

innovations, new marketing communication tools wdyecoming available.
Scanning and database technology allowed more pthd&nowledge of the
consumer and especially a more personalised amdtdapproach to her or him
(Sheehan and Doherty 2001; Geissler, 2001; De Relsenet al., 2004; Pickton

and Broderick, 2005).

Together with increased communications literacytlom part of the consumer, all
this led to a market situation in which much of gwver was at the receiving end.
The marketing situation had gradually shifted frome in which all the power of
knowledge and control was in the hands of the natufer to a market in which

the retailers were the strongest part (De Pelsmaatkal.,2004). Increasingly, the
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process of distribution had been concentrated icwnparatively few hands
(Yeshin, 1998). The balance is shifting towardeaket in which the consumer is

the most powerful agent (Schultz and Kitchen, 200@hes and Johnson, 2006).

As a result, consumers suffer from communicatiorerimad. In addition to

advertising there are commercials on DVDs, on pge&abillboards, direct-mail
offers, telemarketing calls, and commercial e-mailsgiving the consumer an
avalanche of messages. Organisations are incréasic@mmunicating with

multiple audiences and stakeholders. Many of thetsé&eholders overlap. An
employee may be a shareholder, a community leadgr®a a supplier, members of
stakeholder groups are target customers, and dhesh are exposed to different

media (De Pelsmacket al.,2004).

Finally, markets are becoming increasingly glolizthoosing not to participate in
global markets is no longer optional so companiesehto face increased
competition and the challenge of marketing in maayntries. Companies engage
in global marketing for two reasons, to take adagatof opportunities for growth
and expansion, and to survive. Companies thattdagursue global opportunities
are likely to lose their domestic markets becaumsy twill be pushed aside by
stronger and more competitive global competitoraliglwda and Thomas, 1997,

Gould et al., 1999; Keegan, 2002; Kitchen and E&62).

All these changes encouraged organisations to ehdmg way they do their
marketing (Nowak and Phelps, 1994). modern marketing communication mix
includes several activities such as advertising, $glensorship, direct marketing,

personal selling, sales promotion and others.
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Each element has to be consistently coordinated jaxidhposed via
different medias so what is received irrespectizéoom or media is
perceived by consumer as one message, i.e. a ssamieb of
communicationgKitchen and De Pelsmacker, 2004:28).

Managing and coordinating this communication precesls for IMC (Kotler and

Keller, 2006).

In the following section, an overview of each oé tlnarketing communication tools is
given, in order to establish the challenges comgsaface in the new environment and

establish the ground for this research.

2.6 Advertising
Advertising is one element of the marketing commation mix. Shimp (2010) defines

advertising as:

Advertising is a paid, mediated form of communaratifrom a
identifiable source, designed to persuade the wereto take some
action, now or in the futur€Shimp, 2010:182).

There are many types of advertising available tzlele 2.1.:

Table 2.1: _Some forms of advertising

Television Radio Newspaper Magazine Cinema
Advertising Advertising advertising Advertising Advertising

Outdoor Internet Product Videotapes Product
Advertising | Advertising | Placementin /| DVD Placement in
Television Advertising Movies

(Adapted from: Kitchen and De Pelsmacker, 2004:33)
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When marketers practised mass marketing, advegtisiass the main promotion tool
because it could reach many people at the same Aisiéme has passed advertising has
lost its place because markets have been fragmertewbetition has increased and new
technology has changed the way marketers do bs{i&ewart, 1996; Shimp, 2003).
However large sums are being invested in advegtisiin the Marketing Expenditure
Trends report (London Business School, 2003), whagplores actual and planned
marketing expenditure in the top five national neask(USA, Japan, Germany, UK and
France) plus China and Brazil from 2001 to 2004s iargued that companies will
spend over 40% of total marketing expenditure omwedding. Nevertheless,
advertising still has particular benefits over othemotional tools. The main benefit is
that it can reach many people at one time, if theegtisements are carefully planned. In
addition, it is successful at brand maintenanceraady argue that it is also successful

in brand development (Pickton and Broderick, 2005).

Advertising also has shortcomings. Although it resc many people quickly, it is
impersonal and cannot be as persuasive as dir@éstnaaications. The amount of
advertising on TV, radio and newspaper advertidiag grown to the extent that
‘clutter’ is a real problem (Evanet al., 1995). Further challenges to advertising
effectiveness have emerged in the last decade.oRedsr this include the growing
globalisation of markets and the need to considessccultural communication.
Companies need to understand the extent to whiglerasing can be standardised
across national borders to meet the preferencepauific markets. In addition, cultural
differences lead to different expectations of atiduales towards advertising (Kitchen
and De Pelsmacker 2004). Some critics believe alaertising can create harmful
health effects and both tobacco and alcohol acregtiare partially or totally banned in

most European countries (Kitchen and De Pelsm&®@4). The focus has now moved
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from tobacco and alcohol advertisement to advedisif food products with claims of
direct links between advertising, unhealthy dietaabits and obesity (French et al
2001). However, no studies support these claimghercontrary, one study by Young
and Webley (1996) undertaken for the Ministry ofriéglture Fisheries and Food found

no evidence that advertising was a principal inflzeson children’s eating behaviours.

These perceptions of advertising are based on skangtion that advertising is a
strongly persuasive force and works through a hobsaof effects (Meyers-Levi and

Malviya, 1999). Blythe (2009) states that thettel evidence to show that consumers
develop a strong desire for a brand before tryimd) that the model only considers non-

buyers who become buyers.

Studies show that a great deal of advertising hagsak impact on consumers (Heath,
2001). Ambler (2000) suggests that product prefese are often formed after an initial
trial and that, in low involvement purchasing, esi@ece with a product is a stronger
influence on future purchasing decisions than adbreg. Instead of advertising ‘doing
things’ to people, people are consuming advertisimgj ‘doing things’ with it (Shankar,

1999).

One of the most difficult problems with advertisisgmeasuring its effectiveness (Hall,
2002). Even though there are many techniques &esasg whether an advertisement
is likely to communicate the intended message poidrr appearing in the chosen media,
none of them can guarantee success in the marketffatchen and De Pelsmacker,
2004). In practice it seems that companies andaee rely on qualitative methods and
tracking studies when measuring the pre-campaigak teacking studies/monitoring

sales when measuring post-campaigns. The methooleysd to measure advertising’s
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effect on sales volumes are Nielsen data or cégnwarehouse figures (Kitchen and De

Pelsmacker, 2004).

Nevertheless, advertising can be a powerful toothiwi the overall marketing

communications mix but it faces numerous challengesticularly in terms of

accountability in an increasingly competitive worktaditional advertising approaches
like TV and print advertising are experiencing thest difficulties (Wilkinson, 2005;

Thompson, 2005). Launching campaigns and developiragnds can now be done
without TV advertising, something no marketer wotlave thought possible in the
1980s (Wilkinson, 2005). The internet has chanded drint advertising industry as
most newspapers and magazines are now availabteeoweb for free (Thompson,
2005). Therefore, companies are increasingly usitgr communications tools, like
interactive media when communicating with their samers (London Business School,

2003).

2.7 Marketing Public Relations (MPR)
Another important communications technique is tifgiublic relations. Kotler and
Keller (2006:399) defined Public relations as:

Building good relations with the company’s variopsiblics by

obtaining favourable publicity, building up a goadrporate image,

and handling or heading off unfavourable rumorsyigts, and events.
While PR undoubtedly can be, and is, used for ptamal purposes, its real role
extends to establishing understanding between gan@ation and those members of
the public that have either a potential or an dciaterest in it (Kitchen and
Papasolomou 1999). PR departments perform manyidmsclike creating and placing

newsworthy information in the media to attract aiiten to a person, product or service,

publicising specific products, building and mainiag relations with government
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officials and media (Pickton and Broderick, 200%). addition, PR plays an important
role in guiding the company through crises withtngt much damage to its reputation

(De Pelsmackest al.2004).

Marketing Public relations (MPR) is expected toseldhe gap between marketing and
PR. Kitchen and De Pelsmacker (2004) state tlcddse working relationship between
marketing and public relations functions and aflestcommunications activities within
the organisation is very important whether or m&ytinvolve external specialist or in-
house expertise. Harries (1993, cited in Picktod Broderick, 2005: 555) defined
MPR as:

The process of planning, executing and evaluatingggams that

encourage purchase and consumer satisfaction throegedible

communications of information and impressions thaentify

companies and their products with the needs, watdacerns and

interests of consumers.
As the power of mass advertising weakens, marketiagagers are turning to MPR to
build awareness and brand knowledge for both nedvemtablished products. In some
cases it is even more cost effective than advedi@iKotler and Keller, 2006). Weiner
(2005) states that MRP success will be contingenPR’s willingness to work in a
more integrated fashion with other marketing ageatsl to use proven research
techniques to demonstrate clearly a positive anahimgful return on investment (ROI).
The internet has changed the brand-publicity pmaesd the way PR departments
operate. It can be used to bypass the media wiegrctioose not to carry a news release
or say something negative about a brand or compgaonporate websites, in particular,
have become very important sources of public in&drom, providing a profile of the
company, its products, and its business philosdfymp, 2003). However, it can be

hard to measure MPR programmes. It is possibledasore the amount of media time

and space achieved by a particular MPR programmé&drder to measure the impact
30



on the image of the brand itself or the actual ssalegenerates (Kitchen and De
Pelsmacker, 2004). Unlike paid media exposure sscadvertising, MPR exposure in
the media is harder to control; material must besweorthy to even be considered for
inclusion in editorial content. Often, the urgeneigh which MPR is required to act,
particularly in a reactive rather than proactiveuaiion, means that it is difficult to
obtain initial benchmark data against which objexgican be measured. There is also
little opportunity to test the effectiveness of theposed activity fully before it is
implemented. Even so, it is very important to geine PR measurement results and
writers are stating the problem and possible smhgtiChong, 2001; Thellusson, 2003;
Genasi, 2005). Some even state that all the irdobam companies need to measure and
demonstrate PR’s contribution already exists; theblem is developing evaluation

method or triangulation of methods that reveal (@isenasi, 2005).

The role of PR within IMC has always been quitdiclifit, and very early on it was
identified to be less integrated than other mangetiommunication activities (Kitchen
and Schultz, 1998). Pettegrew (2001) examined twvopanies that seemed to be very
strong in marketing, but remained weak in publiatiens, employee communications
or both. It was argued that the ground for thig lia the companies’ respective
organisational structures. Marketing dominated toanagement levels in the first
company, and PR staff were organised around aedttjirsupported each brand. In the
other company most decisions were made by headsusihess units without the

collaboration and central planning required by IMC.

Smith (2002) argues that PR is extremely usefuhdueconomic recession, when there

Is increasingly demand for creativity and innovatio order to stand out in a cluttered
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marketplace. Companies cannot stop talking duaingcession, and companies believe

that PR is the tool that allows them to reach nobs$teir important constituencies.

MPR is another powerful tool within the marketingnumunication mix. It is
constantly evolving and faces numerous challengegh as deciding how its

contribution towards overall communication effeetiess should be evaluated.

2.8 Direct marketing
The definition of direct marketing given by Kotl@nd Keller (2006:604) is:
Direct marketing is the use of consumer-direct (€Bannels to reach
and deliver goods and services to customers witheirtg marketing
middleman. These channels include direct mail, logtzes,
telemarketing, interactive TV, kiosk, Web sitesl, mrobile devices
Both advertising and PR were developed in the strdé mass marketing, targeting
broad markets with standardised messages. Howievinre last two decades, the direct
marketing industry, together with e-communicatiohas been the fastest growing
sector of marketing communications (Evaetsal., 1995; Kitchen and De Pelsmacker,

2004). There are a number of reasons for the isgrgarole of direct marketing in

marketing communications, listed in table 2.2:
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Table 2.2: Factors explaining the increasing rolefadirect marketing

Technology Market forces Opportunities
Database Changing Increased customer
demographics and | confidence
lifestyles
New Increased Importance of
communications competition contacts and

relationship
building

Online marketing

Media and audience
fragmentation

Increasing media
and sales costs

Need for short term
results and
accountability

More precise
targeting

Cross selling

New distribution
channels

Source: (Kitchen and De Pelsmacker, 2004: 68)

The first thing to mention is the evolution of dadae technology. The collection,
storage, analysis, and use of data for marketimgnmaenications and customer contact

have become increasingly simple and cost-efficidnog to improvements in database

technology (Kotler and Keller, 2005; De Pelsmaaieal.,2004).

More people than before who have jobs outside tmee) have more income to spend
and less time to spend it. Attracting new custonmensicreasingly difficult; therefore

the focus has shifted towards retaining existirgf@mers, which is not much easier, but
more cost-efficient than having to build businegsakltracting new customers. Direct

marketing is a tool that is particularly suited fowilding relationships (Kotler and

Keller, 2006).
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Advertising media is becoming more and more fragetenin recent years there has
been a proliferation of new television and radiaraiels, niche magazines and websites
(Gurau, 2008). Audiences are more and more scdt@ver many different types of
media. Consequently, it is increasingly difficidtreach a mass audience by means of a
simple media plan. The increased cost of media salds forces companies into
exploring less expensive and more effective contaethods. The increasingly short-
term orientation of companies and the need for lkdyianeasurable results and
accountability of the marketing communications caigp favours the use of direct
marketing at the expense of mass media tools (Deraekeret al., 2004; Kitchen and

Pelsmacker, 2004).

Direct marketing is effective in reaching specthcget audiences, for example, through
catalogues, direct mail and telemarketing. Comparieat know about individual
customer needs and characteristics can custonfees,onessages, delivery modes and
payment methods to maximise customer value andfaetion. Today's companies
have a very powerful tool for accessing the naraddresses and preferences of, and
other information about, individual customers ireithdatabases. Databases are
essential for companies to customise their mesaagebegin to move towards more
purposeful two-way communications. Without theatha@ise, the interactive component

of IMC is lost (Duncan, 2005).

Consumers benefit in many ways in direct marke(idgtler et al., 2001). First and

foremost, direct marketing is convenient for thé@mey do not need to go from store to
store to find and examine products. Buying is easy private. In addition, commercial
online services and the Web are interactive, setsuwill get an individual response

(Peters, 1998). Direct marketing is also one of twmnmunications tools the
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effectiveness of which can be most easily and cehmgmsively measured (Kitchen and
De Pelsmacker, 2004). On the basis of databasemafmn, purchasing trends and
differences between the buying behaviour of custosegments and even individual

customers can be tracked in detail.

Direct marketing therefore has an increasingly irtgd role in the marketing
communication mix. It enables the marketer to comicate interactively and directly
with highly targeted consumer segments. It alsovadlthe marketer to engage in long-
term relationship-building with his customer. dthowever important that companies

target their direct marketing in order for it to &igective.

2.9 Sales Promotion

According to Shimp (2010, 446), Sales promotionenm®f to: any incentive
manufactures, retailers, and even not-for profgj@mizations use that serve to change a
brand’s perceived price or valuemporarily’ Sales promotion has grown rapidly in the
last decade. Several factors have contributedispshch as greater pressure to increase
sales, more competition, and decline of advertisiffigiency. In using sales promotion

a company must set objectives, select the righs ta@velop the best programme, pre-

test and implement, and evaluate the result (Pac&tal Broderick, 2005).

According to the MET report, there seem to be laddgierences between countries.
Sales promotion is estimated to have grown ovepén®d 2001-2004 by almost 8 % in
the USA and 20% in the UK but declined by 2-5%apah, Germany and France. This
decline is partly due to the fact that interactmwarketing is increasing (London

Business School, 2003).
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Depending on the type of incentive, three categooé sales promotion can be
distinguished, i.e. monetary incentives, produdnpostions and the chance to win a
prize (De Pelsmackeet al.,2004). Different types of monetary incentives barused,

but by lowering the price of the product they ahdl to an improved price/quality
perception by consumers. In product promotionasamers are offered products free,
either as an incentive to buy a product, or asvear@ for having purchased it e.g.
sampling and free in-mail promotions and premiuinsthe last category, consumers
have the chance to win a prize either in a conéestyeepstake or a lottery (Kitchen and

De Pelsmacker, 2004).

Sales promotion is most effective when it is inggd in the overall marketing
communication effort, such as where manufacturars support brands by means of
advertising in which consumer promotions are hgittied (Kitchen and De Pelsmacker,
2004; Kotler and Keller, 2006). In addition, it a&aps that non-monetary promotions
are more appropriate as a brand-building actiwtigldl and Delgado-Ballester, 2005).
Sales promotions campaigns can be evaluated ualeg data, consumer surveys and
experiments. It is possible to analyse the typegedple who take advantage of
promotion, what they bought before, during andraftee promotion. This method
involves scanning sales data. Consumer surveybeaonducted to learn how many
recall the promotion. Sales promotions can alseuauated through experiments with
various attributes such as incentive value, dumatamd distribution media (De

Pelsmackeet al.,2004).

Nonetheless, excessive use of sales promotionscamsidered to decrease brand

loyalty, increase price sensitivity and reduce hasesales for a brand (Low and Mohr,
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2000). Brand managers use sales promotions frdguentorder to reach their set
targets for the brand or brands that they managen Ehough they think that sales
promotions are effective they are not paying atbento the potential damage it can do
to the brand, e.g. less brand loyalty and negatistomer attitudes towards the brand
(Low and Mohr, 2000; Kotler and Keller, 2006). 3hs specifically the case when
companies use monetary sales promotion (&tijsl 2001; De Pelsmacket al.,2004;
Raghubir.et al.,2004). In mature markets, brand choices seere to bquilibrium and
price promotions produce only temporary benefits dstablished brands (Nigt al,

2001; Pauwelst al.,2002).

Sales promotion is an instrument of the marketiogpmunication mix that attempts to
persuade the customer to act immediately. Theybeansed to achieve a variety of
objectives that are mainly short-term and salesnted. Sales promotions need to be
planned carefully in order not to harm the brandmny way. Sales promotion has been
growing steadily but information from the MET repfrondon Business School, 2003)
indicates that in some countries interactive mamkeis increasing at the price of sales

promotion.

2.10  Sponsorship
Duncan (2005:613) defined sponsorship as:

Sponsorship is financial support of an organizatiqeerson, or

activity in exchange for brand publicity and assdicin.
Sponsorship is an increasingly important instrumantthe communications mix
(Kitchen and De Pelsmacker, 2004). In the MET regbondon Business School,
2003), brand PR and sponsorship are grouped tagdihe main pattern is one of fairly

steady and moderate growth between 2001 and 2@®4yith significant year-on-year
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changes in individual markets, such as Englandnde&aand Japan. The growth of
sponsorship can be attributed to a number of factor example a, decline in
advertising expenditure (Fahy et.al, 2002). Sonrepamies see alternative and cheaper
forms of gaining exposure that avoid clutter antbval a sufficiently distinctive
message. Sponsorship has increasingly been viewe vaay in which to generate
audience awareness while at the same time creatssaiation between the values the
sponsored entity exemplifies and the sponsoring pamy (Pickton and Broderick,

2005).

There are three major types of sponsorship: evgunsorship, cause-related
sponsorship and broadcast sponsorship. In evemsemhip the company itself
organises an event or sponsors an event organisaegrbeone else. In cause-related
sponsorship the company associates itself withupparts a good cause or a social-
profit organisation. Broadcast sponsorship imptlest a company formally associates
itself with a television programme or uses a taievi programme to promote its brands

(Pickton and Broderick, 2005; Kitchen and De Pelskeg 2004).

The Internet offers the opportunity to combine a$peof traditional sponsorship
innovatively and to extend marketing strategy inwndirections. For example,
sponsorship of virtual activities that engage teerusuch as experiential online games
and highly targeted online discussion groups, takdsantage of the Internet’s
interactivity facility. Potentially, Internet spamship will be superior to traditional
sponsorship in terms of the ability to track constsh attitudes towards the brand,
measure traffic to the site, and obtain actiondbkxiback (Drennan and Cornwell,

2004).
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Sponsorship attempts to improve brand or compangepéons by flanking individual
beliefs about the company or brand, and connethiagn to an event or an organisation
that is highly valued by target consumers. As sulteof this process, sponsorship
creates a link in the mind of consumers betweerctingpany or brand and an event that
targets consumers’ values highly (Cornwell and Maig 1998; Cornwekt al., 2001,

Meenaghan, 2001).

Sponsorship should be more effective when it isrdioated with other marketing
communications tools (Pickton and Broderick, 2005)an organisation is thinking
about sponsoring an event it should not only besistent with the brand image, overall
marketing plans and other marketing communicatiaavities, but it should also
benefit these (Kitchen and De Pelsmacker, 2004yveéder, sponsorship does not come
without risks. It is difficult to measure the resubf sponsorship because there are
essentially long-term effects of many sponsorshigegts. If sponsorship projects are
not chosen carefully the image of the entity spoedanay have a negative impact on
the company providing support. In addition, thengoasibility that event may become
overly sponsored which means that the effect ofsip@nsorship will be minimal (De
Pelsmackeet al., 2004). In sport-sponsorship projects there seentee a movement
towards using intent-to-purchase, product trial sates as measurement techniques
rather than rely on much easier measurement tegésithat evaluate media exposure,

awareness and image enhancement (Crompton, 2004hland Irwin, 2001).

Nonetheless, sponsorship can be a powerful tocldate and support brand awareness,
to enhance brand image and to build and suppotbmes loyalty. In order to be
affective, sponsorship projects should be carefgsiyected and managed into the

marketing communications mix.
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2.11 Personal Selling

Personal selling has also changed over the lastiémades. Traditionally, the emphasis
in sales was on the close of the sale, with litleught being given to the means by
which the sale was obtained, customer expectatafnghe sales process, or the
likelihood that any particular buyer would be ameuof future business (Keillat al.,
2000). However, as the marketplace is becoming raotemore competitive, both in
the number of competitors and the quality of prasluthis transaction-based emphasis
in sales is being replaced by a relationally foduapproach, which takes into account
the customer wants and needs (Pickton and Brodefi@R5). The advent of new
technologies for selling and sales activities hag the effect of increasing the number
of points of customer contact. Sales strategiesl@mg by organisations are now
taking account of these additional distributionmaias and routes to market (Duncan,

2005).

The main strengths and limitations of personalrsgtire shown in table 2.3:

Table 2.3: Strengths and limitations of personaledling

Strengths Limitations
Two-way Maintaining a sales
communication force is costly
Fast direct feedback Over-emphasis on a

quick sale
Sales message tailorefiIMessage inconsistency
to each customer

Adapted from: ( Fill, 2005:766)
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The greatest strength of personal selling is tletornised two-way communication, as
the most powerful form of persuasion (Duncan, 2@b, 2005). However, it can be
costly to maintain a sales force and thereforesitimportant to select the ‘right’
individuals. (Jonegt al., 2005). The profession also has an image problaenword
‘salesperson’ seems to be associated with unettgainess (Jonest al, 2005).
Therefore many companies have started to entiter teales people ‘marketing

associates’ or ‘marketing representatives’ (DeRatkeret al.,2004; Duncan, 2005).

The sales force obviously operates on numerous lirees when it comes to contacting
customers and considering their needs. The sdllingtion is increasingly receiving a
higher profile with mounting emphasis on key skdlsch as negotiation (Dwyer et al.,
1987). Research shows that customer-oriented geléads to increased profit and
customer satisfaction, and that sales people @@ ldtely to engage in customer-
oriented selling when the benefits of developindoag-term relationship and the
possible need to defer immediate sales in theastasf a larger payoff in the future

outweigh the cost (Keilloet al.,2000).

Personal selling can additionally be integrated e marketing communications mix.
The primary criterion for determining when persosalling should be integrated is
whether the margin of each transaction is largeughdo cover the cost of personal
selling. Personal selling is chiefly used whenradpct is complex and the purchase
will require assistance. In addition, personalirsglis integrated into the marketing
communications mix when there are limited numbdrgwstomers (Duncan, 2005).
Technological changes have affected the discipdinpersonal selling. Customers are
now expecting more from the sales force, in retatio knowledge, speed of response,

breadth and depth of communication and customisatioinformation and offerings
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and therefore the selection and training proasssore important than before (Jorets

al., 2005).

2.12 E-communication and interactive marketing

The rapid development of the internet in the pastyears has changed the conventional
communication procedures (Gurau, 2008). This iiges not difficult to understand as
there are currently more than 650 million peopl@O(2illion of whom are in Europe)
with Internet access (De Pelsmackeal.,2004). Results from the MET report (London
Business School, 2003) indicate that interactiverketang (Internet advertising,
marketing websites and extranets, email marketimd) mew media such as wireless
IDTV) are growing fast. Interactive media accouits 10% of total marketing

expenditure in business-to-business and 6% in basito-consumer marketing.

Marketers have a large number of different e-margetommunications tools at their
disposal. They can use brand websites, online asivey, online events, advergames,
viral marketing, online contests, e-sampling andnal marketing (Pickton and
Broderick, 2005). Other interactive marketing sowiclude interactive digital television
and mobile marketing. The Internet can be usedeiod messages, transfer data,
monitor news and opinions, search, browse, hospaegent information. This makes it
a very important marketing tool which can be usadhiiany purposes. It can be used as
a direct sales and distribution channel or as acsowf secondary information.
Importantly, it can be used as a primary informasource through Internet surveys and
interactive websites where orders can be takerguatoofferings updated frequently
and customers can be stimulated to buy and payeiKitchen and De Pelsmacker,

2004).
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Interactive digital television (IDTV) features telsion content that gives viewers the
ability to interact with programme. The impact agithl television for marketers is

considered important because the market penetrafitglevision is much higher than
that of personal computers. Mobile marketing usedile phones to communicate
with customers to promote products and servicesgugither short messages or

multimedia messages (Kitchen and De Pelsmacke#d)200

More recently, social media and networking sitefierg people share and discuss
information, have emerged. The shift into socialdrmehas come about because of
highly accessible and usable publishing technototiiat have emerged online and very
popular sites have been developed, such as Facebty@pace, Youtube, Orkut and
Twitter, to name but a few (McCann Bristol, 2009&)study into the impact of social
media and the way products are marketed showsttethalf of the UK’s marketing
experts are not up to speed with social media amd h works as a marketing
communications tool (McCann Bristol, 2009b). Copawdingly, the average UK
citizen spend over 22 hours online a month on tisées and this figure is rising every
year (Burmaster, 2009). According to Burmaster @0Bacebook is one of the major
factors contributing to the increasing amountsiwfet people are spending online. In
April 2009, Facebook was the most heavily used Wweind in the UK, followed by
MSN and Google. Another significant fact for maedstis that the ten most heavily
used web brands account for 45 percent of totallii&rnet time (Burmaster, 2009). It
is evident that there are opportunities to reach and form a relationship with
consumers but marketers will have to step up thame and learn how to use this

medium more effectively.
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In large parts of Europe, the Internet reaches rtteae half of the population, mobile
phone penetration is even higher and interactivgitadi television is expected to
penetrate even further within a few years. As asegquence, the consumer’'s media
attention is fragmenting and marketers will haveptwsue them into the new digital

media.

2.13 Exhibitions and trade fairs
Exhibitions and trade fairs and shows provide gptanary forum for sellers of a product
category to exhibit and demonstrate their prodttprospective buyers. Exhibitions
are a powerful communications tool, since no o#wtivity brings so many buyers and
sellers together under one roof. There is contgywand dissent about their use and
effectiveness (Pickton and Broderick, 2005). Likect marketing and personal selling,
exhibitions and trade fairs are considered to bsgmal. Exhibitions can be broadly
divided into public fairs that are open to the gahpublic, and trade fairs that are open
to people working in a certain field of activity imdustry (De Pelsmacket al.,2004).
To enjoy certainty, exhibition managers need toehaalistic objectives and be able to
evaluate whether the exhibition has been succes&hhibitions also require a
considerable degree of commitment, needing botll goeparation and then follow-up
(Pickton and Broderick, 2005). Companies who sssftdly develop integrated
communications programmes with an emphasis on tshd&s do so because these
trade fairs create sales for them. It seems tifab#ions and trade fairs are mainly, but
not exclusively, used in business-to-business niakeas places for merchants of a
certain product category or industry to meet arkl (&himp, 2003; De Pelsmacket

al., 2004).
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Nevertheless, there are a number of reasons whyaaes could have a negative
attitude to participating in trade fairs and extdns. Visitors are overwhelmed with
lots of information during a short period of timedait is likely that communicating a
message in this clutter will be ineffective. Conifoes are easy to contact and
comparison is possible. In addition, trade faies @ten hectic and exhibitions with high
visitor numbers will lead to superficial contactgPelsmackegt al.,2004).

Exhibitions can be an important factor in the méng communications mix. It is

considered of importance to plan these events ea&mgfully and to carry out analysis of

the exhibition project.

2.14 Conclusion
The marketing environment has changed dramatigallyhe last two decades. The
fragmentation of media and the need for more cfietive and efficient marketing has
changed the way marketers execute their markeMegv marketing communications
tools, such as interactive marketing which is grayviast, have been developed. This
has increased the need for consistency in evegytie@ company communicates in all

countries in which it markets its products.

Companies need to select the marketing communicatdend carefully. All of the

aforementioned marketing communications functiotbenagpt to influence or persuade
potential consumers by conveying a message. Fegriation of the marketing

communications mix to be successful, all the elégméave to be carefully planned in
such a way that they form a consistent and cohemamketing communications plan.
As shown in this chapter, a large variety of comioation instruments exist, each with
their own characteristics, strengths and weaknesSespanies need to be able to

evaluate each promotional tool and integrate thes dinat they want to use.
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The subject of the next chapter will be twofoldrsBy small and medium sized
enterprises and their unique characteristics vélicbnsidered. Additionally, there will

be discussion about culture in order to estabhsistgnificance of this research.
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Chapter 3
Small and Medium Sized Enterprises,
Marketing Communications

Organisational Culture

3.1 Introduction

The previous chapter presented an overview of niake and marketing
communications activities, highlighting the chantiest have occurred in the past ten to
twenty years with the emergence of the World WidebW Taking into account that the
majority of studies have focused on large companieseems appropriate to explore
marketing and marketing communications practisesSmall and Medium Sized
Enterprises (SMEs). In addition, as this reseaaddressed the influence of
organisational culture on marketing communicati@csivities, an overview of the

theoretical framework and development of culturk e presented and discussed.

This chapter is divided into five sections: sect®f defines small and medium sized
enterprises whilst section 3.3 examines SME margetand marketing activities.
Section 3.4 analyses the concept of culture and hoimfluences marketing and
marketing communications practises and section @igcusses the theoretical
background of organisational culture and how itrelates with marketing and
marketing communications practises. Finally, sec806 draws a conclusion from all

the above.
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3.2 Characteristics of SMEs

Over the last thirty years there has been conditkerdiscussion related to the

appropriateness of categorising SMEs by the nundieemployees. In 1996, the

European Commission (EC) set out a definition ofESMvhich was intended to be

appropriate in all member countries. The definitissed in this research is the 2005
version as defined by the European Commission (t&mo Commission, 2005), which

identifies small enterprises as those which empdoyer than 50 persons and have an
annual turnover or annual balance sheet totaldbas not exceed 10 million Euros.

Additionally, medium enterprises are defined ass¢éhwhich employ fewer than 250

persons and have an annual turnover that doesxoeée 50 million Euros or an annual

balance sheet total that does not exceed 43 mHioos, see table 3.1:

Table 3.1: European Commission definition of SMEs

Enterprise Annual

Category Size Headcount | Turnover
<250

Medium (50-249) < € 43million
<50

Small (10-49) <€ 10 million

Source : ( European Commission, 2005)
Unlike the UK and the European Union, which haves atefinition applied to all
industries, the US has chosen to set standardeaidr individual industry. The most
common size standards are less than 500 emplogeaseidium sized companies and
less than 100 employees for small companies (lIEmt@ for SME studies, 2009). This
study however applies the European Commission itiefinas it is more fitting and
useful for this research as the country of Icelsnsimall and the companies tend to be

smaller than in larger societies.
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Small and medium sized enterprises have increaseihportance in the last two
decades, measured in terms of their share of metawifag employment and output
(Burns, 2001; McCartan-Quinn and Carson, 2003). Aumaber of SMEs has continued
to rise, as does the number of people classifiesdedisemployed. In 1979 there were
only 2.4 million small businesses in the UK; by @98is had grown to 3.67 million and
in 2007 they accounted for 99.9 percent of all UKteeprises (Burns, 2001,
Department for Business Innovation and Skills, 20@kpartment of Business
Enterprise and Regulatory Reform, 2008).  Evenl#test recession has not affected
entrepreneurs from creating their own jobs. Engeeurship rates have also increased
from 2007 to 2008 in the US and early-stage endiregurrial activity has increased
significantly in Finland in the last five years (&mymous, 2009; Westphal, 2009).
There are a number of factors influencing this gloaf SMEs. There has been a shift
in most economies away from manufacturing towalhgs gervice sector, where small
firms often flourish because of their ability toliger personalised, flexible, tailor-made
service at a local level (Burns, 2001). Technolaggo plays an important role. Small
companies have pioneered innovation in computerd #re Internet. These
technologies have actually facilitated the growth self-employment and small
businesses by easing communication, encouragingimgpfrom home and allowing
smaller and smaller market segments to be seryBerchs, 2001). International SMEs
are capable of exploiting global opportunities maoapidly and efficiently than larger
companies, and some are even participating innatemal activities shortly after their
inception, an international born-global phenome(idnight and Cavusgil, 2004; Zhou
et al.,2007).

Small firms have features in common with all companand are more than simply

smaller version of major corporations. AccordingQarsonret al., (1995) SMEs also
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have unique characteristics and attributes whiehraflected in the manner in which

they are organised and managed, see table 3.2 :

Table 3.2: Characteristics of SMEs

* Size *Ownership
* Scale of Operations *Scope of Operationp
*Independence *Management Style

Source: (Carsaet al.,1995:144)
Small firms are not predominantly in a positiomtanipulate their markets and they do
not have the volume to compete with large ventorethe basis of price. As a result, it
has been suggested that their best option is t ket niches and avoid market
penetration or diversification as a developmentatsgy (Perry, 1987). SMEs tend to
be considerably more creative and innovative themir targer counterparts, given the
freedom of expression inherent in most small firmvkjch facilitates and encourages
creative and innovative behaviour (O'Shea, 1998Caftan-Quinn and Carson, 2003).
Small firms tend to have a very limited share oy given market. This means that
small ventures have little impact on their surrdngd and have limited power to
modify environmental forces to their advantage. wigeer, they can react quickly to
environmental changes. In assessing entreprenaurimarket opportunities, SMESs,
through their centralisation of strategic decisinaking power and their flexible
structure, respond rapidly to openings and user tbeative skills to acquire the
resources they need. Strategic planning and implitatien are flexible though
dominated by the lead entrepreneur’s vision (Caetaad., 1995; McCartan-Quinn and

Carson, 2003).
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The equity of SMEs is generally owned by one persorat most, a very few people.
Small firms tend to be managed directly by theinemor owners. Communications in a
small company are easier as owners will ensurepbertunity for face-to face contact.
SMEs are owner-managed; their marketing activinest be shaped and influenced to a
large degree by the entrepreneur (Burns, 2001; Ma@#®uinn and Carson, 2003).
Entrepreneur, entrepreneurial and owner managercargdered as meaning largely the
same in the context of the literature. SMEs arejpathdent in the sense that they are not
part of a complex enterprise system as in a smalbidn of a large enterprise.
Independence also means that the firm’s owner/ne&andupve ultimate authority and
effective control over the business, even thougir teedom may be constrained by

obligations to financial institutions (Carsenal.,1995; Tilley and Tonge, 2003).

SMEs are generally managed in a personalised faskianagers of small firms tend to
know all the employees personally; they participateall aspects of managing the
business; and there is no general sharing of th@sida-making process. Most
owner/managers are deeply committed to their vesfubut work is merely an
instrumental activity for many people. This meahattsmall firms do experience
problems on acquiring resources and their lackpetmlised expertise coupled with the
small scale of their operations affords them liglerchasing power (Carsoet al.,

1995).

As SMEs have increased in importance in the cueahomy, studies about how they

employ and practise marketing and marketing comoatioins have flourished. Section

3.3 discusses this in greater detail.
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3.3 Marketing Activities in SMEs

It is questionable whether small businesses negqatdctise marketing to survive and
grow (Hogarth-Scottet al., 1996). In their study, Hogarth-Scatt al., (1996)
conducted semi-structured interviews with small ibess founders. Their findings
revealed that marketing is indeed practised to sdegree in small businesses but
because small business owner-managers are getsralsnplex theories or formal
processes are inappropriate for them. This coalthb reason why marketing is often
considered peripheral to many small business #&esv({Dwyer et al., 2009). As well,
marketing does not appear to fit with or have aigpiicant or immediate impact on
company performance (Carsat al., 1995; Morris et al.,, 2002; Beverland and
Lockshin, 2004). SMEs still however have some mamgeadvantages compared to

large companies, see table 3.3:

Table 3.3: Marketing Advantages of SMEs

*Loyalty *SME/Customer Interface

*Flexibility *Speed of Response

*Opportunity Focused *Easy Access to Marketing
Information

Adapted from (Carsaet al.,1995:87-88)
It has been suggested that the work environmet small firm is likely to be more
harmonious than within large companies, as the eyepk are usually closer to the lead
entrepreneur or managing director. This is sugdelsézause the latter may influence
these employees and persuade them to conform tertnepreneur’s personality and
style characteristics if they are to remain as eyg®s. In many cases the

owner/manager does have the opportunity to be augdawith most of the employees
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on an informal basis. When this is so, increasetk@rdoyalty, pride and commitment
are likely to ensue. This then translates into g&etang advantage for the SME (Carson
et al., 1995; McCartan-Quinn and Carson, 2003). Anotherketang advantage of

SMEs is closeness to the customer. It has beerd ribtg SMEs quite often have a
narrow customer base and customers are usuallyentmated in a local market. This in
turn means shorter lines of communication betwdenenterprise and its customers.
Owner/managers consequently often know their custsmersonally and the resultant
interactions from such relationships lead to besefncluding customer loyalty and

higher levels of customer satisfaction (Burns, 2001

Because of their size, SMEs are usually more flexin responding to customer
inquiries. SMEs’ flexibility also implies speed oésponse to customers’ inquiries.
Their closeness to the market means they can fgectienges in marketing trends,
consumer demand and a host of other areas motg #si larger firms, and therefore
are usually quicker to react. In large companieangks, however small, are often
discussed for far too long and the lead-time betwekentification of a market

opportunity and taking action upon it can be taogl¢Verhees and Meulenberg, 2004).
SMEs tend to be more opportunity-focused than largepanies. Once identified,
opportunities are analysed and decisions made Igui€kis facility and willingness to

embrace opportunities readily is another advanthgg enjoy over larger companies

(Tilley and Tonge, 2003).

Allied to the other advantages is access to andofisearketing information. SMEs
marketing decision makers are close to their custerand markets, close to their staff
and generally operate shorter lines of market comaation. The entrepreneur usually

gathers information in an informal manner and peeface-to-face communication to
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do this. As a consequence, small firm owner/marsagee constantly accessing vital
and inexpensive marketing information. They aree abl synthesise this information
and use it to make better marketing decisions. Esmpee of working with SMEs shows
that although many small firm entrepreneurs dq thisy do it unconsciously (Carseh

al., 1995).

Long-term success for any SME means there musirhasis on the innovation of
new products, services and processes. The ownefeammust strive to create a
dynamic, entrepreneurial culture in which thereaastant emphasis on the importance
of regular access to new knowledge, resourcesrdadnation. In this way, SMEs in all
sectors can improve their prospects for longer-teanvival, if not growth (Tilley and

Tonge, 2003).

However, small enterprises perform various acesitwith less expertise than large
firms because they have little room for the funaéibspecialists required rather than
flexible generalists (Verhees and Meulenberg, 2004e entrepreneur controls the
marketing process and uses the promotional toals b knows best (Carsat al.,
1995; Fam, 2001; Hausman, 2005). In addition, sematérprises have a lack of time,
limited capital, market power and network accessiigKt, 2000; Verhees and
Meulenberg, 2004; Gilmoret al., 2006). It is therefore possible to assume that SME
marketing is likely to be haphazard, informal, lepsinstructured, spontaneous and

reactive (Carson, 1993; Blois and Carson, 2000nGiket al.,2001).

Marketing planning in SMEs is described as flexibtdormal and short-term oriented
(Carson, 1993; Gilmoret al.,2006). However marketing planning by nature argigte

is formal. Entrepreneurial decisions are inhegentiformal, whereas marketing
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decisions are inherently formal: entrepreneuriatisiens are haphazard, creative,
opportunistic and reactive, whereas marketing dats are sequential, systems
oriented, disciplined and structured, and entreguesi decision timespan is short-term

whereas market timespans are both short-term amgdterm (Carson, 1993).

Managing directors/owners/entrepreneurs play a mepte in marketing activities
within the companies. Entrepreneurs are often taiers, opportunistic, innovative,
creative, adaptive, visionary, and individualigt@arson, 1993; Blois and Carson, 2000)
In their study, Verhees and Meulenberg, (2004)alisced that the innovativeness of
the owner, appears to be an important characteor$ta small firm as it is correlated
highly with performance. Nevertheless, marketingsimot seem important to them.
Owner/managers claim to give marketing a low ptyocompared to the other functions
of their business, often regarding marketing asetbing that larger firms carry out
(Stokes, 2000). In addition, small business marsagften lack the type of education
and skills required in marketing (Verhees and Mebérg, 2004; Hausman, 2005;
Gilmoreet al.,2006) and little evidence was found in Hélsal, (2008) study that they
held cognitive models of marketing that even appnated those offered in leading
marketing textbooks e.g. Kotler and Keller (200B)e owner-managers usually spend
a considerable part of their working day in contaith customers, which allows them
to interact with their customer base. Interactivarketing for small firms implies
responsiveness. Such interaction relies on wordnofith marketing to spread their

message (Stokes, 2000).

Usually the decisions are made by the entreprepeuhe manager. The decision
making characteristics of the entrepreneur arerenty informal; simplistic and

haphazard and tend to be responsive and reactigentpetition. The entrepreneur or
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owner/manager does not need structures and frarkewbut instead will intuitively
coordinate and perform decision making in a way thaatural to him or her (Carson,

1993; Blois and Carson, 2000).

Entrepreneurs tend to shy away from formal marketesearch methods. They prefer
more informal methods of gathering market informatiusually through networks of

contacts involved in the industry and they willergret them in their own personal way
(Blois and Carson, 2000; Carson, 1993; Stokes, R@@trepreneurs respond to the
voice of the customer rather than undertake formaitket research to understand the

market place (Stokes, 2000).

SMEs owner/managers tend to regard only a few fiasidrue competitors and this
identification process is based mainly upon theungerceptions of those firms as

opposed to customer perceptions of them (O'Domtell.,2002).

Entrepreneurial marketing communications actividesnot fit easily into these existing
models of the marketing mix. Owner/managers dodedihe their own marketing mix
in terms of product, place and pricing althoughythesually include promotions,
Entrepreneurs prefer interactive marketing andigpse in interactions with their target
markets because they have strong preferencesrfeonad contact with customers rather

than impersonal marketing through mass promotiStekes, 2000).

Several authors have as well highlighted a needrdeearch concentrated more on

specific industrial sectors and some studies haes lzonducted on e.g. internet usage

in agri-food companies or marketing in small hot@®wnie, 2003; Simmonst al.,
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2007; Moriartyet al., 2008). Others have attempted to develop modelsntmketing

activities within SMEs (Simpson and Taylor, 2002).

Simpsonet al., (2006) described the role and relevance model aketing in SMEs
developed by Simpson and Taylor (2002). This modehlyses the internal
organisation for marketing activities, e.g. theerof marketing, and the demands of the
external business environment. The descriptiot@fmhodel suggests various strategies
that might be adapted with the assumptions that SMeld and should attempt to
become ‘marketing-led’ organisations and by doimgtsey would achieve better

performance. The model is shown in figure 3.1:

Figure 3.1: The Role and Relevance Model of Marketg in SMEs

Major Marketing Dominated Marketing Led

Organization Organization

Role of
Marketing

Minor
Marketing Independent Marketing Weak
Organization Organization

Minor Major

Relevance of Marketing

Source : (Simpson and Taylor, 2002:372)

In marketing-led companies, marketing is very im@otr to the company’s success and
marketing is seen as highly relevant because thgettion is severe in the markets
they operate. In a marketing dominated organisatizarketing is seen as dominant in

the strategy making process, using a lot of ressuend producing a numerous plans
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which are not useful because of the markets thesgpanies operate in. Marketing
weak organisation is seen as requiring marketingegise in an effort to maintain its
market share and to grow in the markets it servéfarketing is relevant for the
organisation but the company may spend little tonesffort on marketing activities.
Marketing an independent organisation is similamiarketing a marketing dominated
organisation except that it is held back by a dilaommitment to marketing.
Marketing plays a minor role and the relevance afkating is minor because it can be

effectively absent altogether (Simpson and Tay002).

Simpson and Taylor (2002) have been able to firahmples of three of four company
types in the model, the marketing independent osgdéion, marketing weak
organisation and marketing-led organisation. Theaveh however, not found a
marketing dominated organisation. According toirtls¢udies Simpson et al. (2006)
found that marketing-led companies seemed to lravee employees and higher
turnover than other companies. They were as wadkenlikely to have a marketing

department and an active business plan.

Even though this model has showed some capabdityexplaining the behaviour of
SMEs towards marketing it neglects the effectsnifepreneurial behaviour which the
authors noted themselves. Other authors have f@ehtiow important the behaviour
and decisions made by the owner, entrepreneur aragmag director is to the
organisation (Carsost al., 1995; Blois and Carson, 2000; Burns, 2001). Moeeo

there is no mention of culture and how differentures influence marketing activities

within organisations.
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From the above discussion it is evident that SMExtise marketing in their own
unique way. SMEs managers tend to be short-tercusktd and their marketing
practises more flexible and less structured thathmimwilarger companies. One thing,
largely ignored is how culture affects marketingyd amarketing communications
practises within these types of companies. THeviing section will discuss this in

greater detail.

3.4  Culture

Previous sections discussed marketing activitieSMES, as studies have focused on
the environment, the influence of the owner/engapur, decision making process and
differences between SMEs and larger organisatiortss section will address culture
and how national culture can influence marketingl anarketing communications

activities within organisations.

For the purposes of this research, culture is ddfiss a complex and interrelated set of
elements, comprising knowledge, beliefs and valags, law, manners and morals and
all the remaining types of skills and habits acedirndividuals as members of a
particular society (Tylor, 1977; Mirosnikck,2002he definitions of culture are

numerous but as Triandis (1996) states, almosteakarchers agree that culture is
reflected in shared cognitions and standard operaltiprocedures. The elements of
culture are acquired and reinforced by languaggsabsls, religion, social institutions,

and values (Usunier and Lee, 2005; Fill, 2005).

According to Schein (1991), culture exists simutausly on three levels. Artifacts are
on the surface, underneath the artifacts lie vaduesat the core are basic assumptions,

see figure 3.2:
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Figure 3.2: Levels of Culture

Artifacts

3+ T

Espoused Beliefs and
Values

4+ T

Underlying Assumptions

Source: (Schein, 2004: 26)

Artifacts include all the phenomena that one skears and feels when one encounters
a new group with an unfamiliar culture. Artifact® doth easy to observe and difficult
to decode. Espoused beliefs and values are tleaseeldd by the group and initially
promulgated by founders and leaders in order taaedincertainty in critical areas of
the group’s functioning. As times passes, they galg become transformed into
assumptions supported by expressed sets of befiefsys and operational rules or
behaviour (Schein, 1991). These basic assumptiend to be difficult to change.
Schein (2004) states that the human mind needsita@gstability and therefore any
challenge or questioning of basic assumption valease anxiety and defensiveness.

Authors such as Hatch (1993) have based theirdwarks on Schein’s model.
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Hofstede (2001) demonstrates that national andmnagicultural groupings can affect
the behaviour of societies. In his main and ofeaistudy, conducted between 1967-
1973 (Hofstede, 2001) he revealed five main con@mimensions on which national
cultures exhibit significant differences: power tdige, uncertainty avoidance,
individualism versus collectivism, femininity vessmasculinity and long term versus

short term orientation and provides ratings of éhdisnensions for many countries.

The first dimension, power distance, measures tnealgy of power distribution
between people of the society. High power distaesembles high inequity between
individuals and hierarchical organisations whilesotieties with small power distance,
individuals are regarded as equals. Uncertaintydavce addresses how a society deals
with risk and uncertainty about the future. Higlcertainty avoidance societies prefer a
highly structured rules and have limited toleranime groups and individuals
demonstrating deviant ideas or behaviour (Hofst28681; Johnson and Turner, 2003).
In societies where uncertainty avoidance is lovgifesses is conducted in a less formal
manner, with fewer standardised rules. Individumaligersus collectivism refers to the
degree to which the interests of the individuabbthe group take priority. Individualist
societies reveal a greater consideration for tdevidual's rights and freedom while in
collectivist societies; it is the group that loadser the interests of individuals and gives
them a sense of identity. Masculine society’s exhdggressive and goal-oriented
behaviour while cultures that place high value ooia relationships, quality of life and
sensitivity demonstrate feminine behaviour. Inistes with short-term orientation the
emphasis is on urgent gratification of needs atehtabn on the present and attainment
of short-term goals. In cultures with a more lorgxt focus, the fulfilment of needs is
deferred for the sake of long-term benefits andmno(Hofstede, 2001; Johnson and

Turner, 2003) Despite criticism of its methodolagyd limited context as it was limited
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to IBM employees (Fernandez al.,1997; Steenkamp, 2001) Hofstede’'s framework is

still seen as the main measure of national cultures

As business becomes increasingly globalised, mmigortant to understand cultural
differences Cultural studies are popular in inteomal marketing studies; from 1990 to
1995 25 percent of international marketing artighesblished in the leading scholarly
journals in international marketing incorporatedtune. This figure rose to 44 percent
for the period of 1995 to 2000 (Yaprak, 2008). Thajority of these studies have
applied Hofstede’s (2001) framework or other dimemalising frameworks e.g.
Schwartz and Bilsky (1990) to marketing phenomeheng and Laroche’s (2006)
findings indicate that a culturally congruent agpsad a strong argument embedded in
an advertisement created more favourable respotisms culturally incongruent
appeals. Madden @l.,(2000) investigated colour meanings and preferemcascross-
national study and the results showed cross-cllpeatterns of both similarity and
dissimilarity in colour preferences and colour megnassociations. Monegt al.,
(1998) examined how national culture in the Uniftdtes and Japan affects referral
behaviour for industrial services such as advedisibanking and accounting and
discovered that business culture in Japan is vdsgthrent to the US, and that acquiring
business in Japan requires a different approach‘tiwait alone’ business culture in the
US. Hewett et al. (2006) explored whether natianddure directly moderated the link
between buyer-seller relationship strength and rdmase intentions in industrial
markets. The findings showed that national culamd corporate culture moderate the
relationship repurchase link and more importantigt tnational culture is associated
with corporate culture. From the studies mentioabdve, it is evident that diverse
marketing approaches are necessary when marketingifferent countries with

different cultures. Telliset al., (2009) identified that national culture was not as
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important a drive for innovation as organisationalture which was specified as a
significant driver for radical innovation. The neseéction will address the topic of

organisational culture and marketing.

3.5 Organisational Culture and Marketing

The previous section discussed national culturebavd important is to recognise and
understand national culture when marketing in a eewironment and in a different
country. This section will discuss the field ofganisational culture which became
important in the 1980s. Initially, anthropology asakiology formed the foundation of
work in this area but now the majority of the wargcurs in the field of organisational

behaviour (Hofstede, 1986; Jelinekal.,1983; Ouchi and Wilkins, 1985).

Different definitions are available describing anggational culture. Here, only some of
that number will be mentioned, and note made that range of other alternative
definitions exists in the literature. One definitioutlined is that of Jelineét al., (1983)
who state that ‘some underlying structure of megnthat persists over time,
constraining people’s perception, interpretatiamj &ehaviour’. Another definition by
Martins and Terblanche, (2003) describes orgawisaticulture as ‘the deeply seated
(often subconscious) values and beliefs sharedebgopnel in an organisation’. For
this research, organisational culture is iderdifées: ‘the pattern of shared values and
beliefs that help individuals understand organaal functioning and thus provide
them with the norms for behaviour in the organaati(Deshpandé and Webster Jr,
1989). This means that the organisational cultsirelated to the causality the members
impute to organisational functioning (Deshpandé Wwbster Jr, 1989; Deshpandg

al., 1993).
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Schein (1991) indentified three factors influenciagd underpinning organisational
culture. The business environment in which an asgdion operates will influence
organisational culture as well as leadership styilee manner in which an organisation
is managed is likely to influence positively or adgely the beliefs, attitudes and
behaviour of the employees (Wilson, 2001). Finalhe informal socialisation process,

which addresses how an individual behaves withengttoup context.

Ethnographic techniques and in-depth, open-endedviawing are often used to study
organisational culture and some research even suthaé quantitative techniques have
no place in empirical studies of culture (Ouchi amikins, 1985; Zammuto and
Krakower, 1991). However, different methods haveerbeused to examine
organisational culture such as the ethnoscienceapbp for semiotics studies (Gregory,
1983) and field observation (Barley, 1983). Quand Spreitzer (1991) state that the
advantage of qualitative approaches have been batighcost because it is difficult to
make analytic comparison across organisations. Tgregented survey instruments
based on the competing values framework, develbgddim Cameron and reported in
Cameron (1978) and Quinn (1988). This survey imsént has been used in several
studies (Quinn and Spreitzer, 1991; Zammuto andkdwar, 1991; Parker and

Brandley, 2000; Lamond, 2003 and Igo and Skitm20€6).

Findings from studies using the competing valuaméwork have showed that cultural
strength can vary considerably between institutiG@emmuto and Krakower,1991).
Their study also supported Wilkins and Ouchi’'s @Pargument that clan or group
culture is likely to emerge in small organisatidns committed sources. Two studies
have investigated organisational culture in Ausralorganisations. Parker and

Bradley, (2000) studied six organisations in thdligusector which historically had
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been exceptionally hierarchy dominated but had beepoouraged to put greater
emphasis on change, productivity and flexibilityeir findings revealed that four of six
companies were still dominated by a hierarchical iternal process model of
organisational culture. Their conclusion was ih& difficult to change organisational
culture chiefly due to the fact that culture is plgangrained in the underlying norms
and values of an organisation. Lamond (2003) ingat#d 462 managers’ perception of
their organisations. The findings showed that tlagonity of organisations represented
in the study were likely to shape the individuali@t of their managers in ways that
were unlikely to produce optimal results. It wasught that Australian organisations
had changed dramatically over time and were nowothstnating flexible organisation,
management leaders, open communications and foousnarkets. However, the

evidence from this study suggests that this hahappened as yet.

Several studies have been conducted about organahtculture in the field of

marketing. Kohli and Jaworski’'s (1990) study showhkdt centralisation of decision
making within an organisation can serve as a bawienarket orientation. Beverland et
al’'s., (2006) study on sales and marketing departsnédentified that problems
between these two departments were related to yileepbedded sub-cultural frames
which were difficult to change. In addition, orgsational culture is identified as
important for marketing strategy implementation ahd development of customer
orientation (Deshpandé and Webster Jr., 1989; Rideo al., 2001). Brooksbank

(2007) discovered in his search for marketing-lesimpany culture that high
performance companies are more innovative andeaatid that their activities involved
more non-marketing people. Senior marketing exeestiin high performance

companies were more committed to their companig#maas mentors, taking part in

65



projects and facilitated sessions. This was lackim@ low performance companies

taking part in this study.

Deshpandéet al., (1993) studied corporate culture, customer ori@ria and

innovativeness in Japanese firms, and the resolvesth that companies with an external
and responsive culture (market and adhocracy) dotpeed those with a culture more
internally oriented (clan and hierarchy). Te#isal.,(2009) additionally established that

organisational culture was a significant driverifarovation.

All of the above studies have been conducted wildige companies. Gilmoset al.,
(2006) investigated the issues involved in the wmmration of how SMEs
owner/managers could pass on their networks ta ata#f and identified organisational
culture as the biggest barrier when handing oveexganding marketing networks.
Both in Northern Ireland and Australia where thsemch was conducted, it was
noticeable how much time and effort respondentsdpesht trying to encourage others

in their companies to become involved in networking

From this result and others above it is appareat trganisational culture affects
marketing practises within large companies. Howe@MES’ unique characteristics
e.g. flexibility and closeness to their marketinglaownership status could mean that
these barriers large companies are facing may exgigmificant for SMEs. As well, the
studies above revealed that companies with somkural attributes’ like external
outlook and differentiation are more likely to berforming better than others.
However, this has not been pursued by studies nwBIMEs and further seems to be an
urgent issue as SMEs are increasing in importanod aven in recession,

entrepreneurship rates are increasing. Whilst ¥ b possible to investigate national
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culture, discussed in section 3.3, organisationlilie seems a more appropriate topic
due to its direct link with companies and marketrggformance as shown in previous
studies (Kohli and Jaworski, 1990; Deshpamtéal., 1993; Beverlancet al., 2006

Brooksbank., 2007). Therefore, this research wiltlg the effect organisational culture

has on marketing and marketing communications gexctn Icelandic SMEs.

3.6  Conclusion

This chapter has established the need to investigaarketing and marketing
communications practises in SMEs. SMEs have inegkas importance in the last
thirty years and furthermore in the current ecorwroiisis their number is still

increasing (Westphal, 2009) .

As a result of globalisation, research on natiandiure and organisational cultural has
become imperative. Studies have shown that cultane, especially organisational
culture can have an impact on innovation and perdmice within an organisation.
Therefore, this research will focus on marketingnownications/IMC practises in

SMEs and the ways in which their activities aréuanced by organisational culture.

The following chapter will outline the methodologi/this research.
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Chapter 4

Methodology

4.1 Introduction

This chapter will underline the main paradigms efaarch philosophy with the

intention of defining the nature of this researcfThis is in order to determine

assumptions about the world (ontology) and the reatii knowledge (epistemology).

The present research will follow the ontology ohswuctionism, a position that implies
that the world is socially constructed and only enstbod by examining the perceptions
of its human actors or learners. Reality is subjecindividual perceptions and the
results of this research will depend on how semanagers of Icelandic SMEs analyse

the emergence of IMC.

This research will take a mixed method approachtsagpistemological standpoint.
Historically, quantitative and qualitative researbas been seen as grounded in
incompatible epistemological principles (Bryman02)) However, researchers have
recognised that these connections are not as éirddlisparate as traditionally thought.
Therefore, designing a study in which multiple csagee used can greatly strengthen the
research usefulness and validity (Collis and Hus2e93; Bryman and Bell, 2007).
Hence the present research, involved a combinaifoqualitative and quantitative

techniques, with the former being used to guiddatter.

This chapter also includes a discussion and exptanaf the two research phases. The
first research phase was designed to use semtitgtedcinterviews, conducted with
twenty senior managers in SMEs in Iceland. Thersg@cesearch phase consisted of an

online questionnaire sent to a wider audience oES¥nior managers. In addition, a
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section is included on the research hypothesesshatested the findings from the first
phase of this research. Finally, methods of datysis are discussed as well as the

concepts of reliability, validity and generalisatiand their applicability to this research.

4.2 Ontological Assumptions
The central point of ontology is the question ofetVter social entities can and should
be considered objective entities that have a yeaklternal to social actors, or whether
they can and should be considered as social catistng built up from the perceptions
and actions of social actors (Bryman and Bell, 300 Researchers that adhere to
objectivism believe that the world is concrete axternal, and that science can only
progress through observations that have a direaegmondence to the phenomena
being investigated ( Easterby-Sméhal.,2002; Bryman and Bell, 2007).

The nominalist position revolves around the asgionpghat the

social world external to individual cognition is o up of

nothing more than names, concepts and labels wdriehused to

structure reality. The nominalist does not admitthere being

any ‘real’ structure to the world which these coptseare used to

describe. The 'names’ used are regarded as amificreations

whose utility is based upon their convenience asistdor

describing, making sense of and negotiating thereat world

(Burrell and Morgan, 1979, 4).
Integrated Communications is a social activity whis interpreted by the people
involved in the process, e.g. internal staff, stakeers, agencies, customers and
consumers. The aim of this research is to expltwe importance of marketing
communications/IMC by interviewing senior managersexecutives within SMEs.
The ‘reality’ to be investigated is seen througgittleyes, and therefore it is likely to be
subjective and multiple because these senior mamage have different views of

marketing communications/IMC based on their ownceptions and interpretation of

the concept/process. Therefore, it seemed appteptta follow the constructionist
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ontology perspective because it suggests that|solcemomena and their meaning are

continually being accomplished by social actorsy(Ban and Bell, 2007).

4.3 Epistemological Assumptions

Paradigm is a term which occurs very frequentlgesearch methods literature. As used
in social science, it means a set of assumptionatahe social world, and about what
constitutes proper techniques and topics for inquit is a very broad term,
encompassing elements of epistemology, theory dildsophy, along with methods

(Punch, 1998).

Within the social science community there has beedebate between two main
competing paradigms for the past three decadespdbeivist or empiricist approach
and the constructivist or phenomenological appro@§€hshakkori and Teddlie, 1998).
The debate has included several conceptual istheesiature of reality, the relationship
of researcher to research object, whether theovglise-laden, whether generalisations
can be made and if there are causal linkages (Kkshand Teddlie, 1998; Easterby-
Smithet al.,2002 Collis and Hussey, 2003; Bryman and Bell,7220Positivists believe
that there is only one reality that is ‘out theie@be discovered. They consider that they
are detached from what they are researching aratddebe phenomena which are the
focus of their research as objects (Collis and Elys2003; Bryman and Bell, 2007).
Knowledge is only of significance if it is based observations of this external reality.
The aim of social sciences should be to identifyseh explanations and fundamental

laws that explain regularities in human social lvehar (Easterby-Smitlet al.,2002).
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Phenomenologists argue that there are many reatitsg can be constructed. For them,
the social world is essentially relativistic andhaanly be understood from the point of
view of the individuals who are directly involved the activities which are to be

studied (Burrell and Morgan, 1979). Phenomenolsgisiintain that one can only
understand by occupying the frame of referenc&®efpiarticipant in action. One should
therefore try to understand and explain why pedylee different experiences, rather
than search for external causes and fundamentad kawexplain their behaviour

(Easterby-Smitlet al., 2002). Researchers cannot be neutral, or obgabivdetached

from the knowledge and evidence they generateeddstresearchers need to be
reflective, to ensure that they make sensible afatmed decisions whose products will
constitute a meaningful, coherent, intellectualympelling and practicable research

strategy (Mason, 1996). The contrasting implicaticare summarised in table 4.1

below:
Table 4.1: Positivism vs. Interpretivism
Implications Positivism Interpretivism
The observer Must be independent Is part of what is being
observed
Human interests Should be irrelevant Are the main drivers of
science
Explanations Must demonstrate causality]  Aim to increase general
understanding of the
situation
Research progresses | Hypotheses and deductions Gathering rich data from
through concepts which ideas are induced
Units of analysis Need to be operationalised | Should incorporate
so that they can be measuredtakeholder perspectives
Should be reduced to May include the
simplest term complexity of ‘whole’
situations
Generalisation through | Statistical probability Theoretical abstraction
Sampling requires Large numbers selected Small numbers of cases
randomly chosen for specific reasons

Adapted from: (Easterby-Smitt al.,2002:30)
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According to Matthyssens and Vandenbempt (2003¢, déipproach to marketing
research has become dominated by hypothesis-teatidghas therefore resulted in
over-reliance on quantitative techniques with tise of qualitative techniques being
considered as less scientific. This position maw @ changing within the field of
marketing, the positivism versus interpretivisnbae is showing signs of slowing
down, along with a growing acceptance of a diveesge of methods of representing
marketing phenomena (Chung and Alagaratnan, 200w 2003). Chung and
Alagaratnam’s (2001) study revealed that most rebda marketing over the past three
decades has its metatheoretical assumptions in ftiretionalist paradigm.

Nevertheless, during this same period there wasapparent trend towards wider
acceptance of alternative philosophies, and this hesulted in the publication of an
increasing number of articles in an interpretivetur®@’ (Chung and Alagaratnan,

2001:230)

The aim of the present research is to explore ithergence, relevance and applicability
of marketing communications/IMC within the SMEs Igeland and this can only be
carried out by examining perceptions that senionagars within SMEs in Iceland have
about their own marketing communications activitieSherefore, this research used
mixed methods, in-depth interviews in phase oneandantitative survey method, in

the form of a structured questionnaire sent to SMHEseland in phase two.

‘Paradigmatically, mixed method research makes udspragmatism as a system of

philosophy (Harrison and Reilly, 2011:8). Pragmatism mopest the paradigm wars

! Chung & Alagaratnam investigated marketing paprethe Journal of Marketing, Journal of Marketing
Research and Journal of Consunfsearchn the years 1970, 1980, 1990 and 1997. The aistwva
identify philosophical orientation of the articliesthese journals.
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by offering a logical and practical alternative wtnigives the researcher the freedom to
choose the combination or mixture of methods armtemures that works best for
answering the research questions (Johnson and @bwzie,2004). A mixed method is
the act of bringing more than one source of dathetar on a single point. Generally,
gualitative and quantitative researchers have bassociated with a particular
epistemological and ontological position, qualitatwith an interpretivist position and
guantitative research with a positivist traditiblowever, the concept of mixed methods
has been fruitfully applied to social science imgyDenzin, 1978; Collis and Hussey,
2003) including marketing and marketing communaadi studies (Eagle and Kitchen,
2000). The in-depth knowledge acquired throughfitst phase of this research was
used to inform the design of survey questions Ffa $elf-completion questionnaire
(Bryman and Bell, 2007). Data from different sosragan be used to corroborate,
elaborate, or illuminate the research in quest@oll(s and Hussey, 2003). Designing a
study in which multiple cases are used, multipfrnmants or more than one data
gathering technique can greatly strengthen theystugsefulness and its validity (Collis

and Hussey,2003; Bryman and Bell, 2007).

4.4  Research Phases
In order to carry out this investigation it was ertdken in two phases, using mixed

method approach mentioned in section 4.3.

In phase one, the developments of marketing comrations and usage of IMC was
investigated through interviews with senior manager executives within SMEs in
Iceland in order to wunderstand how senior managpesceived marketing
communications and organisational culture. Thecepts that emerged from the data

collection in phase one were used as a sourceyfoothesis in the second part of the
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research providing this research with greater utglidnd confidence in the findings
(Bryman and Bell, 2007).

Interviews are the most commonly used data cotlacipproach in qualitative research.
The in-depth and semi-structured interview taketossly the notion that people are
experts on their own experience and best able porrehow they experienced a
particular event (Darlington and Scott, 2002). Tise of interviews can help gather
valid and reliable data relevant to the researabstions. According to Punch (1998,
174/175) ‘the interview is one of the main datdemilon tools in qualitative research’
as it is a ‘good way of accessing people’s peroepti meanings definitions of
situations and constructions of reality’. Hencee tbemi-structured interview was
chosen here to explore the emergence, growth angortance of marketing
communications/IMC within SMEs in Iceland. Thistimed gave valuable insight into
how senior managers regard the development of rmiagkeommunications or the
application of IMC within SMEs. Semi-structuredentiews were chosen because they
offer flexibility with respondents being allowed ¢apress their opinions freely, but still
has a series of questions that forms structure antlnterview schedule (Bryman and

Bell, 2007).

The literature does not give any guidelines as dw fmany interviews should be
conducted in order to generate enough data. Howéwemumber of interviews needs
to be manageable for the researcher with regangstber time and resources (Zikmund,
1999; Bryman and Bell, 2007). This research took thatter into consideration and
conducted twenty interviews for the first phase.wemty senior managers were
interviewed in this research which is in line gextlgrwith other studies on marketing
and marketing communications (Low and Mohr, 1998]lideyer and Abratt, 2001,

Maquireet al.,2007).
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The sampling technique used in this research ignmht sampling because it helps
with selecting cases that will best fit the reskabjectives (Zikmund, 1999).

Judgment (purposive) sampling is a non-probabgaynpling technique in which the
researcher selects the sample based on persorgahgmd about some appropriate
characteristics of the sample members (Zikmund9L99 his sampling technique was
chosen because the sample is based on personaigutgyabout the characteristics of
the sample members, such as their geographic gsadihd accessibility. The Icelandic
telephone directory was used as a base and erapperfdix 1) sent out to companies
that the researcher regarded as SMEs. If resptsdahnot respond to the email the
researcher called them by phone to request anvieter The aim was to find ten

companies that marketed themselves towards busamesa further ten that marketed
themselves directly to consumers. This appeara@reely problematic as the majority
of companies sell to both businesses and consuewersthough they often focus more

on one sector than the other.

Before any interviews took place there needed tedme theoretical analysis and pre-
testing that would guide the researcher in thecsele of the sample and in the
construction of an interview schedule (Gerson armolWitz, 2002). The interview
schedule (appendix 2) was written in English bugnthtranslated from its source
language (English) into the target language (la#tanby the researcher. After the
interview schedule was translated, an Icelanditeagle amended the translations and
approved the translation. The Icelandic collea@aria Bjork Kristjansdottir) speaks
fluent English and is a teacher at the Reykjavikgge in Iceland. She has taught the
Icelandic language in colleges in Iceland for tveefears both to native speakers and to

non-native speakers.

75



The interviews (appendix 3) were conducted in Ddzm2006 and January 2007 with
the exception of one interview that was carried &iter date. They were all conducted
in Icelandic. This was done in order that respotgl@ould communicate effectively
without having to speak in a language with whicytlvere less familiar (Bryman and
Bell, 2007). The interviews were then translated @manscribed directly into English.
For the initial interview, both the researcher dinel Icelandic colleague translated the
interview and minor amendments were made. Due tee ticonstraints and the
experience from the first interview it was decidédt only the researcher would
translate the interviews but would discuss andseepioints with the Iceland colleague if

it was deemed necessary.

The interviews were pre-tested on two companiesrbethe actual interviews started.
This was carried out so that it was possible tbttes questions in order to know if the
respondents would actually understand them. As, w6 order was maintained in
order to identify possible questions that would ma&spondents feel uncomfortable.
This method provides the researcher with some expe¥ of conducting interviews and
can infuse him with a greater sense of confiderBg/njan and Bell 2007). The

companies that took part in the pre-testing aren mtbsequently included in the
research. Two minor issues arose during the imewss with the managers; in both
cases the manager did not fully understand thetigmesposed. In consideration of this
matter the two questions were re-worded. Evenghaduwas not necessarily evident in
the pilot interviews some managers had difficulbg\aering the first three questions
about the goal of the company, internal commurocatiand company culture and on

several occasions did not answer these questidigs fu
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The list of companies that consented to particifratie first phase of the research is

shown in table 4.2:

Table 4.2: Participants in the First Phase of the Bsearch

Company Number of Turnover2006 Role Operation
Employees
Interview 1 220 £41.907.954 Marketing Manager Retailer
Interview 2 35 £ 3.657.421 Managing Director/ Ownﬂr Manufacigri
Interview 3 125 £72.386.467 Marketing Manager Car dealers.
Interview 4 249 £41.907.954 Marketing Manager Manufacturing
Interview 5 15 £ 5.380.890 Managing Director Safety Service
Interview 6 22 £.4.647.973 Managing Director Printery
Interview 7 30 £5.493.309 Chairman of the Board Retailer
Interview 8 40 £12.238.965 Marketing and ProductifjriTelecommuncations
Manager
Interview 9 30 £1.523.925 Managing Director Gym
Interview 10 || 65 £.7.619.628 Campaign Manager IT solutions
Interview 11 || 18 £990.551 Managing Director IT solutions
Interview 12 || 240 £38.098.140 Marketing Manager Retailer
Interview 13 || 40 £5.333.739 Managing Director Retailer
Interview 14 || 130 £11.429.442 Marketing Manager Retailer
Interview 15 || 25 £3.809.814 Managing Director Retailer
Interview 16 || 17 £2.438.281 Managing Director Retailer
Interview 17 || 40 £11.429.442 Marketing and  SalfsRetailer
Manager
Interview 18 || 205 £20.572.996 Marketing Manager IT solutions
Interview 19 £41.907.954 Marketing Manager Tourist Industry
Interview 20 || 70 £16.321.201 Marketing Manager Retailer
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Phase two was a quantitative survey based on tlden§is of phase one, designed to
answer the hypotheses developed from the findingsthie initial phase. The
guestionnaire type used in this research was freglbadministered structured on-line
guestionnaires addressed to selected SMEs maniagkrsland The questionnaire is
one of the most widely used survey data collecti@thods and provides an efficient
way of collecting responses from a large samplerga quantitative analysis (Bryman
and Bell, 2007). Judgment sampling, explained earntfi this section, was used as the
researcher was able to purchase a list with théacbdetails of 594 SMEs in Iceland

that fitted the correct profile for this research.

The survey questions were either newly developedhis thesis or taken from studies
aiming to investigate similar topics. Question H@dsed the business environment and
the stages of competition and was amended andeati&pim Simpson et al’'s., (2006)

questionnaire about the role of marketing in SMieg, figure 4.1:

Figure 4.1: Question 1

1. Please indicate the extent to which you agree with each of the following

statments regarding the role of the marketing within the company:
Strongly Disagree Disagree Neutral Agree Strongly Agree N/A
A.We have guaranteed
business in a relatively
stable market
B.We are trying to survive
against the competition
C. We operate in a
market where it is
relatively easy for new
competitors to emerge
D.0ur customers have a
limited choice of suppliers
and rely on our ability to
supply their needs
E.Marketing is of little use
to this company because
we have guarantzed
business
F.We are doing fine
without marketing and it
is not expected to be of
much use in the future
G.The achievement of
marketing goals involves
everybody in the
organisation
H.Marketing is important
for expansion and growth
of the company
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Question 2, was amended and adapted from Wareiadly, (2005) questionnaire which
addressed marketing communications in planned shgmentres in the UK, see figure

4.2:

Figure 4.2: Question 2

2. Please indicate the extent to which you agree with each of the following

statements regarding the planning for marketing activities in your company.
Strongly Disagree Disagree Neutral Agree Strongly Agree N/A

A. In our company the

marketing planning

process is ‘ad hoc” and

not very systematic

B. Our marketing plan

tailors mest marketing

initiatives and activities to

specific target groups

C.Financial/budgetary

constraints affect our

company marketing

planning activities

D.Our planning process is

able to accommodate

unexpected opportunities

and threats

Question 3 was adapted from a questionnaire prdvie Professor Kitchen (2008).
This question gives information about how managerkelandic SMEs are dividing

their promotional budget between marketing commatioas activities, see figure 4.3:

Figure 4.3: Question 3

3. Please indicate how much in percentages you will allocate to each promotional tool
this year (2008.

An example could be:

Newspaper advertising 10%

TV advertising 30

Direct Marketing 20%

Sponsorship 20%

Personal Selling 20%

Please remember that the total is 100%
Mewspaper Advertising
Magazine Advertising

Radio Advertising

TV Advertising

uuuuuu

Internet Advertising

Another material on the Web
Outdoor advertising
Leaflets/promotional literature
Public relations

Events and festivals

Direct Marketing
Trade shows and Exhibitions

JNNRERRuREN

Personal Selling
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Question 4 was again adapted from the questionpaoeided by Professor Kitchen
(2008). In the original questionnaire the questizas identical to question 3, except
respondents were asked about how they dividedrbragdional budget five years ago.
However, when testing the questionnaire, resposdeentified that it was difficult to
remember how the promotional budget was divide@ fyj)ears ago. Therefore this
guestion was amended to make it easier for respstie provide an answer, see figure

4.4:

Figure 4.4: Question 4

4, Please indicate if your company was investing less/more or the same on those
promotion tools five years ago - in 2003.

Less Similar More N/A

MNewspaper Advertising
Magazine Advertising
Radioc Advertising

TV Advertising
Cinema

Internet Advertising

Another material on the
Web

Qutdoor advertising

Internet

Leaflets/promotional
literature

Public relations
Events and festivals

Direct Marketing
Trade shows and
Exhibitions

Sponsorship
Sales Promotion

Personal Selling

Question 5 addressed the same topic as in questaod 4 and is adapted and amended

from the questionnaire provided by Professor Kitc(#008), see figure 4.5 below:
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Figure 4.5: Question 5

5. Please forecast if your company is likely to invest more, less or same on those
promotional tools five years from now - in 2013:

Less Similar More NF&

Mewspaper Advertising
Magazine Advertising
Radio Advertising

TV Advertising
Cinema

Internet Advertising

Another material on the
Web

Outdoor advertising

Internst

Leaflets/premotional
literature

Public relations
Events and festivals

Direct Marketing
Trade shows and
Exhibitions
Sponsorship
Sales Promotion

Personal Selling

Question 6 was also adapted from Professor Kitch¢R008) questionnaire and is
amended to render it simpler to respond to. Thestoqure in the original questionnaire
also had several answer options identifying howmartant each marketing
communications activity was, but in this resealuéré was only one answer option for

unimportance, see figure 4.6 below:
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Figure 4.6: Question 6

6. Please rate the importance of the following communication tools in your marketin

communications campaigns:

. Limited .
Unimportant Quite Important Important

ential N/A
Importance

m
w
@

Mewspaper Advertising
Magazine Advertising
Radio Advertising

TV Advertising
Cinema

Internet Advertising

Another material on the
Web

Outdoor advertising

Internet

Leaflets/promotional
literature

Public relations

Events and festivals

Direct Marketing
Trade shows and
Exhibitions
Sponsorship
Sales Promotion

Personal Selling

Question 7 (A-F) was written for the survey andduabsn findings from phase one. One
of the intriguing manifestations from phase one wWas companies were gathering
information about their customers, buying extersafveys and investing in CRM

systems. Based on these findings the following tpes were developed, see figure 4.7

below:
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Figure 4.7: Question 7

7. Please indicate the extent to which you agree with each of the following

statements regarding information gathering:
Strongly Disagree Dizagree MNeutral Agree Strongly Agree N/A
A.Gathering information
about our customers is
important for our
marketing communication
activities.
B.Customer Relationship
Management (CRM)
systems are significant for
our company to use
infarmation about our
customers.
C.Buying ‘external’
surveys about how our
customers perceive our
services or products is
essential for our business.
D.Financial constraints
mean that no surveys are
bought about how our
customers perceive our
product ar service.
E.We know our customers
and we do not have to
gather information about
them.
F.Because of time
constraints we are unable
to gather as much
infarmation about our
customers as we would
like

Question 8 addressed measurement. Questions 8B tee8 adapted from Warnaby et
al., (2005) questionnaire. Questions 8E to 8| wernien for this thesis, discussing the
topics discovered in the first phase. These indudeestions regarding financial

constraints and feedback gathering see figure dd@nb
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Figure 4.8: Question 8

B. Please indicate the extent to which you agree with each of the following
statements regarding your measurement of your marketing communications
activities:

Strongly Disagres Dizagree MNeutral hgres Strongly Agres HiA
A_Evaluating perfarmance
is an essantial part of our
marketing planning
Process,
B.Financial canstrainks
mean that little or no
avaluation of markeling
COMMunicatiens acours.
C.We regularly momtor
and evaluate certain
performance indicators.,
D.We need o be mare
rigorous in evaluating our
marketing
communicatiens activities.
E.Collecting evalualtlve
data s essential ror this
COmpany.
F.Time constraints mean
that little or na evaluatien
al marketing
communications accurs.
G.We are 50 close to our
markel that we gel
feedback from our
marketing
ocommunications activities
easily.
H.Our company can easily
gel feedback from the
marketing
communications activities
from the sales foroe
1.We have been in this
business for a leng time
and we have a guite a
good feeling what ks
working and what is nol.

Question 9 addressed marketing communicationsitesiv The majority of questions
were developed for this thesis and based on firdingm phase one. However, four
guestions were adapted from previous studies. (@ueSA was adapted from Ewing
and De Bussy's (2000) questionnaire about agenpadics and Integrated Marketing
Communications Question 9D was adapted from Schultz and Kitchgd897)

guestionnaire about Integrated Marketing Commuianatin U.S advertising agencies.

Finally, question 9G and 9H were adapted from Eagie Kitchen's (2000)
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guestionnaire about IMC brand communications angarate cultures. Question 9 is

presented in figure 4.9:

Figure 4.9: Question 9

9. Please indicate the extent to which you agree with each of the following

statements regarding your marketing communications activities:
Strongly Disagree Disagree Hewtral Agree Strongly Agree LT

A.Dur company’s &
adverlising, PR, direct
marketing and sales
promotions all present the
same clear consistent
message to our target
audience{s).

B.Our company
Incorporates data sources
Into communication
planning.

C.0ur company monitars
marketing
communications
perfarmance from a
Return on Investment
perspective (ROI).

D.The idea of presenting
“one voice” and ™ ane
brand personality™ in all
aur marketing
communications activities
whi increase in importance
im the future.

E.We need to gutssurce - - i
some marketing
communications activities,
ke advertising design
and media planning to
specialists,

F.We do not have as
miuch time as we would
fike for marketing and
marketing
communications activities,
G.We do not have snough
specialists within this firm
- hence we nesd to
outsource

H.5taflf in our company
tend to be generalists
across all areas of
marketing
communications , e.g
advertising , promotion,
public relation, direct
marketing.

LWe do not have enough " P & -
financial resources to

undertake the marketing

communications activities

we would Hie.

1.We monitor what is =
happening in other

countries and markets,

and use thiz information

to adjust our marketing

commurication activities.

WA significant proportion

of our marketing activities

concarn international

markets and
opportunities.

L.We consider marketing
communication to be
statically impartant for aur
company.
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Questions 10-15 were adapted from Cameron and Qufh@99) questionnaire about
organisational culture, based on the organisaticollre assessment instrument, see

figure 4.10:

Figure 4.10; Questions 10-15

10. Please rate each of the statements by dividing 100 points between A,B,C and D
depending upon how similar the description is to your organization (100 is very
similar and 0 is not at all similar to this firm) The total points for each row (A,B,C,D)
must equal 100. Rate for how you feel the firm is (NOW) and how you think it should
be (PREFERRED). You may only use FOUR NUMBERS THAT TOTAL 100 IN EACH
ROW.

Row 1: Now Row 2: Preferred

- ﬂ | L
B.The organization Is very dynamic and entreprensurial place. Peopie are willing Lo stick

I R B T
their necks out and kake risks.

C.The organization is very results orientated. A major concern s getting on with the job. l - ]ﬂ l - i -
NDFIE are UE{".‘ EﬂmPE'_'tl-'l'E and achievemesnt arientated.
I == ] =i=

A& .The arganization is a very personal place. If is like an extended family. Pedple saem bo
share a lot of themselves.

D.The organization is a very controlled and structured place. Formal procedures generally
govern what people do.

11. Please rate each of the statements by dividing 100 points between A,B,C and D
depending upon how similar the description is to your organization (100 is very
similar and 0 is not at all similar to this firm) The total points for each row (A,B,C,D)
must equal 100. Rate for how you feel the firm is (NOW) and how you think it should

be (PREFERRED). You may only use FOUR NUMBERS THAT TOTAL 100 IN EACH
ROW.

Row 1t MNaw Row 2 i Preferred
A.The leadership of the organization are generally considered to exemplify mentoring, I - 1j I - ]w
facliitating or nurturing.
B.The leadership of the srganization are generally consldered to exemplify I - ij I - i-
entreprenaurship, innovation or risk taking.
C.The leadership of the organization are generally considered to exemplify a no-nonsense, I - Iﬂ I - j..-
agaressive, resufts-orientated focus,
D.The leadership of the organization are generally considered to exemplify coordinating, I - Ij I - i"l

Grganizing, or smooth running emciency.

12. Please rate each of the statements by dividing 100 points between A,B,C and D
depending upon how similar the description is to your organization (100 is very
similar and 0 is not at all similar to this firm) The total points for each row (A,B,C,D)
must equal 100. Rate for how you feel the firm is (NOW) and how you think it should

be (PREFERRED). You may only use FOUR NUMBERS THAT TOTAL 100 IN EACH
ROW.

Row 1 How Row Z: Preferred
A The m&nauemenl 5['!|€ In the argamzallnn Is characterized B‘y teamwark, consensds and I - iﬂ I
participation.
B.The management style In the organization |5 characterized by Individual risk- I - i:l I

taking,innovation, freedom and unigueness,

C.The managem=ant style in the organization is characterized by hard-driving I - i:’ I
competitivensas, high demands and achievament.

kR E

D.The management style in the arganization is characterized by security of employment, l - ’j I
conformity predictability and stability In relationships.
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13. Please rate each of the statements by dividing 100 points between A,B,C and D
depending upon how similar the description is to your organization (100 is very
similar and 0 is not at all similar to this firm) The total points for each row (A,B,C,D)
must equal 100. Rate for how you feel the firm is (NOW) and how you think it should
be (PREFERRED). You may only use FOUR NUMBERS THAT TOTAL 100 IN EACH
ROW.

Row 1: Now Row 2 | Prefemred

A.The glue that halds the arganization together is loyalty and mutual trust. Commitment to l - ’:! I
the arganizatien runs high.

B.The glue that holds the organization together is commitment to innovation and I - l:! I
development. There is an emphasis on belng on the cutting edge.

C.The glue that halds the orgamization tegether is the emphasis on achievemeant and goal I - lj I
accompiishment. Aggressivenass and winning are commen themes.

HE kB E

D.The glue that holds the arganization together Is formal rules and policies, Maintaining a I _vJ:] I
smonth-running urganizatlon is impnrtem.

14. Please rate each of the statements by dividing 100 points between A,B,C and D
depending upon how similar the description is to your organization (100 is very
similar and 0 is not at all similar to this firm) The total points for each row (A,B,C,D)
must equal 100. Rate for how you feel the firm is (NOW) and how you think it should
be (PREFERRED). You may only use FOUR NUMBERS THAT TOTAL 100 IN EACH
ROW.

Row 1: Now Row 2: Preferred

A The arganization emphasizes human developmeant. High trust, openness and participation I - Iﬂ I
persist.

- l -
B8.The nrganlzaﬂnn emphaslzes acquirlng New resources and EI’EBHI"IH new challenges. Tr'|l'|l'lg I d:l I * I'
- Ir
- I-r

new things and prospecting for opportunities are valued.

C.The arganizatien emphasizes competitive actlons and achievement, Hitting high targets l - i:l l
and winning In the marketplace are dominant.

D.The organization emphasizes permanence and stability. Efficdency, control and smooth I - ij I
aperations are impartant.

15. Please rate each of the statements by dividing 100 points between A,B,C and D
depending upon how similar the description is to your organization (100 is very
similar and 0 is not at all similar to this firm) The total points for each row (A,B,C,D)
must equal 100. Rate for how you feel the firm is (NOW) and how you think it should
be (PREFERRED). You may only use FOUR NUMBERS THAT TOTAL 100 IN EACH
ROW.

Row 1:Now Row 2:Praferred

A The erganization defines success on basis of the development of human resources, I - i:i I
teamwork, employee commitment and concern for people.

B.The organization defines success on the basis of having the most unigue or the newest l - jj I -
products. It is a product leader and innovator.

C.The erganization defines success an the basis of winning in the marketplace and l - lj I
outpacing the campetition. Competitive market leadership is the key

allcllolG

D.The organization defines success an the basis of efficiency. Dependable delivery, smaoth l - i:l l
scheduling and low cost production are critical,

Finally, there were seventeen general questionsstiuns 22 and 23 were adapted from
Warnabyet al.,(2005) with the remaining questions developedherpurposes of this

research see appendix 5.
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The survey was translated from English to Icelafgiche researcher. It was then sent
to an Icelandic translator Bjarni Stefan Konradsssho read and corrected it before
forwarding the researcher his suggestions. Thearelser read over the survey,
compared it to the English version, amended it @mercessary before returning the text
to the Icelandic translator. This process took @leepeatedly in order to ensure the
exact same meaning was being translated from tgésBrversion to the Icelandic one.
Finally a third person, Maria Bjork Kristjansdéttwho had additionally proofread the
interview schedule, read over the English and tleéahdic version to be certain that no

oversights had been made.

The survey was pre-tested, both by researcherdediosdv PhD students (the English
version) as well as by five marketing directorsmall and medium sized businesses in
Iceland (both English and Icelandic version). iégrants implied that it would take too
long to answer questions 3, 4 and 5 (Kitchen 200Bgrefore the researcher decided to
change question 4 and 5 from asking respondernittetdify how much by percentage
they would allocate to each promotional tool in 2@Mhd 2013 to asking if they would

allocate less, more or the same for those yeanseMer, question 3 remained the same.

Another part of the survey that participants fouddficult to answer was the
questionnaire by Cameron and Quinn (1999). Théggaants reported that they did
not understand if they were supposed to calcul@@epbints horizontally or vertically.
In order to bring clarity to the question, the wsber decided to show an example of

how to answer the question.
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The third comment was made by one participant wituggestion to add the answer
option, | do not want to answeto questions 24-26. After careful consideration and
discussion with the thesis supervisor the reseadaded to decline this proposal as it
was thought it may encourage respondents just yndrek that box instead of
answering those questions. It was therefore coreidenore important to obtain

answers to these questions rather than change it.

The web based survey, hosted by SurveyMonkey.conmvé$Monkey, 2008) was
opened on 12 of June 2008 and was available for completionl U’ of September
2008. Telephone calls were additionally made tgpoedents throughout the survey
period. The researcher also visited Iceland fowa week period and contacted the
managers to request their participation. Three mders by email were sent to all
respondents that had not fully answered the surégilowing this, the results were
downloaded from SurveyMonkey.com to a Microsoft &xdile, which was then

converted into an SPSS file.

The questionnaire was prefaced by an explanatowerctetter and instructions for
submission, (appendix 4). It contained 35 questi@ppendix 5). Of 594 respondents
included in the sample frame, the researcher wigstalobtain the participation of 225
respondents. Data cleaning resulted in the remmivaR5 cases where respondents had
not fully completed the questionnaire, most commamhere the first page had been
partly or fully completed but the questions disaoméd at that point. Finally, the data
from 100 questionnaires was analysed. This meattahresponse rate of 17 percent
was achieved. Saunders et al (2007) identifies khgtercent or below is acceptable if

the Internet is used. Cooper and Schindler (200&)tion that some early studies of
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computer-delivered surveys show that participanticate some level of enjoyment
with the process but they also stated that the Ihoveas expected to decline with
experience. Given the particular target of the syrgenior managers, the response rate
was considered to be acceptable. However, seninageas that the researcher was able
to talk to, identified they were regularly ‘intepted’ with surveys, from business
students as well from domestic and internationafexderations. The researcher tried to
boost the response rate by calling respondentsindra week after sending out the
emails and reminding and encouraging them to andiver questionnaire. Most
promised to answer but rarely appeared to havdithe to do so. Therefore it was
essential to visit them and physically collect msges in person, which was done in

August 2008.

The next section will discuss the hypotheses dg@egldor the second phase of this

research.

4.5 Hypotheses

As the second phase of empirical research was lmas#ak findings from phase one it

therefore concentrated on the main issues and eais&sl by the interviewees. It seems
as though cultural influences act as a barrier tdevéurther development of marketing

communications activities in Icelandic SMEs. Thesearch offered new insights as
cultural influences are rapidly becoming more intaot within the generic marketing

and marketing communications literature (KeegarQ22himp, 2003; Usunier and

Lee, 2005). Therefore the focus of the second ploddhe research design was to
explore the extent organisational culture in SMiEapacts upon and affects marketing
and marketing communications activities. Hypothesere either derived from the

findings from phase one or the literature, seectdi®:
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Table 4.3: Hypothesis

Hypothesis Findings Phase 1 Literature

H1 a)The higher the Findings from phase one Desphand et al., (1993) found
adhocracy(B) the greater theshowed that 8 companies | that Japanese companies with
likelihood that SMESs senior| were using more target market and adhocracy culture
managers will use targeted | marketing. Managers in outperformed those with culture
approaches these companies had defingdnore internally oriented in
b)The higher the market (C) target market and their business performance.
the greater the likelihood marketing communications
that SMEs senior managerg were targeted towards their
will use targeted approachestarget market.

H2 a)The higher the Even though none of the Adhocracy and market culture
adhocracy(B) the greater therespondents stated they wefare a result oriented culture
likelihood that SMEs senior| measuring overall campaign types and focus on the external
managers will be measuring scientifically, 3 companies | position and differentiation
the effectiveness of their had started evaluate the (Cameron and Quinn, 1999)
marcom activities goals set in the beginning of Therefore it was thought that
b) The higher the market (C) the campaign to see if they | measuring the effectiveness of
the greater the likelihood had been met, as well as | their marcom activities would be
that SMEs senior managers looking at sales figures. more important for these types
will be measuring the cultures than those more
effectiveness of their internally oriented.
marcom activities

H3 a)The higher the 18 respondents stated they| Adhocracy and market culture
adhocracy(B) the greater thegathered information about| are a result oriented culture
likelihood that SMEs senior| customers, some were types and focus on the external
managers will be gathering | gathering sales data and position and differentiation
information about their others were buying tracking (Cameron and Quinn, 1999).
customers studies and consumers Therefore it was thought that
b)The higher the market (C) information. gathering information about
the greater the likelihood customers would be more
that SMEs senior managers important than for culture more
will be gathering internally oriented.
information about their
customers

H4 a)The higher the 6 respondent had already | Historically SMEs have serviced
adhocracy(B) the greater theconsidered or initiated domestic markets but studies had
likelihood that SMEs senior| exporting product and shown that some SMEs are
managers will be outward | services abroad. These commencing international
looking in terms of their respondents as well operations even before or
marcom actvities identified they gathered simultaneously with domestic
b)The higher the market (C) information about their ones (Gabrielsson,2005; Rundh
the greater the likelihood customers and used more | 2011). Adhocracy and market
that SMEs senior managers targeted approaches when | culture are a result oriented
will be outward looking in | communicating to their culture types and focus on the
terms of their marcom customers . external position and
activities. differentiation (Cameron and

Quinn, 1999).
H5 a)The higher the clan In the earliest stages of a

culture(A) the greater the
likelihood that SMEs senior
managers will adopt flexible
marketing communication
approach

b)The higher the adhocracy
culture (B) the greater the
likelihood that SMEs senior
managers will adopt flexible
marketing communication

approach

company’s life, organisations afe
dominated by adhocracy culture
as they develop they move to
clan culture (Cameron and
Quinn,1999).

Small companies are more
flexible and managed in a
personalised fashion (Verhees
and Meulenberg, 2004).
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H6 a)The higher the clan cultureMajority of companies These companies are more likely
(A) the greater the likelihood identified financial and time| to experience time and financial
that SMEs senior managerg constraints as barriers to constraints because they lack
face financial and time effective marketing resources( Knight,2000;Verhee
constraints regarding communications. and Meulenberg,2004).
marcom activities
b)The higher the adhocracy
culture (B) the greater the
likelihood SMEs senior
managers face financial and
time constraints regarding
marcom activities

H7 a)The higher the clan 7 respondent described the|rCompanies with internal focus
culture(A) the greater the | company culture as old, and emphasize rules, hierarchy,
likelihood that SMESs senior| 5 of these wanted to changé accountability and shared value
managers will maintain ‘old | their culture to better reach| loyalty and tradition (Cameron
culture’ view on companies goals. and Quinn, 1999).
marketing/marcom Japanese companies that were
b)The higher the hierarchy internally oriented performed
culture(D) the greater the worse than companies with
likelihood that SMEs senior market and adhocracy culture i
managers will maintain ‘old business performance
culture’ view on (Desphand et al., 1993).
marketing/marcom

H8 a)The higher the market Medium sized companies ir] As organisations grow they
culture(C) the greater the | the first phase of the study | move from being dominated wit
likelihood that SMESs senior| specified that competition | clan and adhocracy culture to
managers will see their had increased but that their| hierarchy and later marketing
environment as stable environment was stable. culture (Cameron and Quinn,
b)The higher the hierarchy 1999).
culture (D) the greater the
likelihood that SME senior
managers will see their
environment as stable.

The entire eight hypotheses developed for the skqidrase of the research linked

together organisational culture and marketing compations activities. The

framework for organisational culture is based o @ompeting Values Model (Quinn

and Spreitzer, 1991).

It has been utilised

in anloer

of studies to examine

organisational culture (Wilkins and Ouchi, 1983;nfauto and Krakower, 1991;

Deshpandéeet al., 1993; Parker and Brandley, 2000; Lamond 2003)e fidason this

framework was chosen for this research insteadapidy’'s (1978) or Hofstede’s (2001)

surveys is that it has been used and is used merdustudies (Zammuto and Krakower,

1991; Quinn and Spreitzer, 1991; Igo and Skitm@@)5). In addition, it has been

92



tested on more than 1000 organisations (CamerorQamth, 1999) it is also relatively

shorter than the other surveys, which was considefradditional importance.

The Organisational Culture Assessment Instrumentonsi to a great extent the forms
suggested by Handy (1978) and Pheysey (1993)ntais two major dimensions that
are organised into four major clusters. One dinmndiifferentiates effectiveness
criteria that emphasises flexibility from criteribat emphasises stability. The second
differentiates effectiveness criteria that emphessigternal orientations versus external
orientations. Each continuum highlights a coreugahat is opposite from the value at
the other end of the continuum, that is flexibilitgrsus stability and internal versus
external. Together, these two dimensions form fquadrants, each representing a
distinct set of organisational effectiveness intice Each quadrant has been given a
label that distinguishes its most noticeable charatics: clan, adhocracy, market and
hierarchy (Cameron and Quinn, 1999:59). The Osgdiunal Culture Assessment

Instrument is presented in figure 4.11::
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Figure 4.11: The Organisational Culture Assessmernhstrument

Flexibility and Discretion

Clan Adhocracy

Internal Focus and Integration External Focus and Differentiation

Hierarchy Market

Stability and Control

Clan Culture has some similarity to a family typgamisation. The organisation is
characterised as a friendly place to work wheréviddals share a lot of themselves, as
in an extended family which is held together byalby and tradition. Success is defined
in terms of internal climate and concern for peofilee organisation places a premium

on teamwork, participation and consensus (Camandr(aiinn, 1999).

The root of the word adhocracy &l hoc- referring to a temporary, specialised and
dynamic unit. An adhocracy organisation may frexlyebe found in industries such as
aerospace, software development and film making. important challenge for these
organisations is to produce innovative productsserdices and to adapt quickly to new
opportunities. This culture is characterised aadyit, entrepreneurial, and creative
workplace. The glue is commitment to experimentatimd innovation (Cameron and

Quinn, 1999).
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Hierarchy Culture gives a formalised and structyskte to work. Procedures govern
what people do. Effective leaders are good cootdisaand organisers. Maintaining a
smooth-running organisation is important. Long-tewoncerns are of stability,

predictability and efficiency. Formal rules and ip@s hold the organisations together

(Cameron and Quinn, 1999).

Market Culture refers to a type of organisationt thiemctions as a market itself. It is
oriented towards the external environment rathen tinternal affairs. The core values
that dominate this type of organisation are contipetiess and productivity. This
culture is driven by customer focus, premium retomnassets and improving corporate

competitiveness (Cameron and Quinn, 1999).

While these four culture types appear to be incdiblea research has suggested that
the different models of culture can and do co-ewighin the same organisation. A
balance between the four culture types is regaededesirable (Parker and Brandley,
2000) Dysfunctional organisations are considerdaetthose in which particular culture
types dominate, although certain types of cultura@y dominate within functional
organisations because of a range of factors inotudihe sector in which the

organisation operates or its public or privateusdCameron and Quinn, 1999).

The analysis from the first phase of this thesmasdd that companies with an external
outlook tended to use a more targeted approachecklation to their marketing
communications activities than these that had matefocus. The early literature
indicated that smaller organisations were mordylike use more integrated approaches
because they were closer to customers and util@egpler marketing programs

(Nowak and Phelps, 1994; Low, 2000). However, tinst fphase of this empirical
95



research showed that this was not the case witlkedindic SMEs who participated in
this research. The managers that had a more ekfems tended to read marketing
books and other literature about what was happeeisgwhere around the world in
their field of activity. Their aim was to managesithcustomers better in order to gain
higher market share and achieve their goals. Taesalso the aims of companies with
an external outlook (adhocracy and market cultur@rganisational culture assessment
instrument (Cameron and Quinn, 1998athering information about their customers
and measuring their marketing communication eféectess is therefore likely to be

more important for these companies.

Therefore the proposed hypotheses were:

Hla: The higher the adhocracy culture (B), the geedhe likelihood that SME senior
managers will use targeted approaches.

H1b: The higher the market culture (C), the gredter likelihood that SME senior
managers will use targeted approaches.

H2a: The higher the adhocracy culture (B), the geedhe likelihood that SME senior
managers will be measuring the effectiveness af tii@rcom activities.

H2b: The higher the market culture (C), the greater likelihood that SME senior
managers will be measuring the effectiveness af th@com activities.

H3a: The higher the adhocracy culture (B), the geedhe likelihood that SME senior
managers will be gathering information about thailstomers.

H3b: The higher the market culture (C), the greater likelihood that SME senior
managers will be gathering information about thailstomers.

The majority of those externally orientated compamwere exporting their products and
services abroad or thinking about doing so in tearrnfuture. Traditionally, small
businesses have served their domestic markets \&erd larger businesses may have

‘internationalised’ through stages (Process/stagppraach) (Johanson and
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Wiedersheim-Paul, 1999) but now some high tech SMEscommencing international

operations even before, or simultaneously with, estio ones (Gabrielsson, 2005).

Therefore the hypotheses were:

H4a: The higher the adhocracy culture (B), the geedhe likelihood that SME senior
managers will be outward looking in terms of the@arketing communications
activities.

H4b: The higher the market culture (C), the gredter likelihood that SME senior
managers will be outward looking in terms of thei@rketing communications
activities.

Because of their size, smaller companies are ysuadlre flexible in responding to
customer needs and enquiries. Their closenessetandrket means they can more
quickly identify changes in marketing trends, cansu demand and a host of other
areas more easily than larger firms, and therefoey respond more rapidly and
effectively (Verhees and Meulenberg, 2004). Therefo their marketing
communications activities are likely to be infornaald less structured (Gilmoet al.,

2001).

According to the organisational culture assessr{@@Al) clan culture and adhocracy
culture are culture types that represent flexypiihd dynamism. Clan culture is similar
to family type organisations. Leaders are thoughasomentors and, perhaps even as
parent figures. Adhocracy culture refers to a terapo specialised, dynamic unit,

where the entrepreneur often leads the way.
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Two hypotheses were developed from the above:

H5a: The higher the clan culture (A), the greatee tikelihood that SME senior
managers will adopt a flexible marketing communaa approach.

H5b: The higher the adhocracy culture (B), the geedhe likelihood that SME senior
managers will adopt a flexible marketing communaa approach.

These companies are more likely as well to expeeesome time and financial

constraints because they can lack resources. Smetierprises perform various
activities with less expertise than large firms dese they have little room for the
functional specialists and require rather, morexilile generalists (Verhees and
Meulenberg, 2004). The entrepreneur controls theketag process and uses the
promotional tools that he/she knows best (Caetoal., 1995; Fam, 2001) In addition,

small enterprises have limited capital managegaburces; market power and network

access (Knight, 2000).

Therefore, the proposed hypotheses were:

H6a: The higher the clan culture (A), the greatee tikelihood that SME senior
managers will face financial and time constrairegarding their marketing
communications activities.

H6b: The higher the adhocracy culture (B), the geeahe likelihood that SME senior
managers will face financial and time constraintegarding their marketing
communications activities.

The next two hypotheses address traditional Icétaculture. One of the main findings
from phase one was the discovery of traditionalale@ic culture being a potential
barrier towards marketing communications. The camgminfluenced by the internal
culture served the domestic market solely and thearketing communications

activities were more spontaneous, and based onlvasalvorked in the past. Looking at
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the CVF, two types of culture have what is calledernal’ orientation which Cameron
and Quinn (1999:31) explain as: ‘effectivenessedat that emphasize an internal
orientation, integration, and unity from critertaat emphasize an external orientation,

differentiation, and rivalry’.

Two hypotheses were then developed:

H7a: The higher the clan culture (A), the greatee tikelihood that SME senior
managers will maintain an ‘old’ culture view on rkating/marketing communications.

H7b: The higher the hierarchy culture (D), the gieathe likelihood that SME senior
managers will maintain an ‘old’ culture view on rkating/marketing communications.

Finally, according to Cameron and Quinn (1999) egawisations grow larger they
become stable, predictable and mechanistic. Magagee seen as organisers,
coordinators, hard-driving and good at directingpdoicing results (Cameron and
Quinn, 1999). Managers in hierarchy culture aredg@b organising, controlling,

monitoring, administering, coordinating and maintag efficiently. Under the market

culture they tend to be hard-driving, good at direy; producing results and motivation.
These managers are more likely to see their busiaagironment as stable as they

would have guarantee business.

The last two hypotheses were:

H8a: The higher the market culture (C), the greattee likelihood that SME senior
managers see their environment as stable.

H8b: The higher the hierarchy culture (D), the gieathe likelihood that SME senior
managers will see their environment as stable.

These eight hypotheses were tested in the secask @ this research. The following

section will provide a discussion of the data asiglynethods used in this research.
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4.6 Data analysis

As this research used semi-structured interviewsssaimictured questionnaires to collect
data it therefore used both qualitative and quatintg data analysis.

There are some major differences between quaktaind quantitative data see table 4.4

below:

Table 4.4: Distinctions between gqualitative and quatitative data

Qualitative data Quantitative data

Based on meanings expressed throuBased on meanings derived fram
words numbers

Collection results in non-standardise@ollection results in numerical and
data requiring classification infostandardised data

categories
Analysis conducted through the use |@&nalysis conducted through the use|of
conceptualisation diagrams and statistics

Source: (Saundeet al.,2007: 472)

The nature of qualitative data has implicationshioth its collection and its analysis. To
be able to capture the richness and fullness adsdcwith qualitative data it cannot be
collected in a standardised way. During analydis, non-standardised and complex
nature of the data that has been collected wilba@bty need to be classified into
categories before it can be meaningfully analys&te main challenge for qualitative
data analysis is that there is no clear and acdeggteof conventions for analysis which
corresponds to those observed in quantitative (Rtbson, 1993). According to
Mason (1996) this absence of clear conventions loepbints for conducting and
analysing qualitative research means that researcieed to ‘think on their feet’. The
researcher will be faced with many decisions whdaducting the research, e.g. about
the research design, ethics and interpretatioratsf. drhe way these decisions are dealt

with will be imposed at all stages of the research.
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Content analysis was used to analyse the interdaga. There has been a debate raised
in the literature as to whether content analyses gelantitative approach or a qualitative
approach. Bryman and Bell (2007) defined conterdlyemns as an approach to the
analysis of documents and text that seeks to dyartntent in terms of predetermined
categories while Krippendorff (2004) defines comtanalysis as a research technique
for making replicable and valid inferences fromtseor other meaningful matter) to the
context of their use. He argues as well that gtieation is not the defining criterion for
content analysis because text is always qualitakepborg and Berterd (2003) concur
and state that numbers do not play any role attladl;important thing is to cover the

range of meanings that a word can express in nassal

Content analysis is often used when the researeRpioratory, and therefore the main
analytic categories known, as in this research.s€guently, the key concepts in the
interview questions will be the master codes. Tie¢hwmdological procedure followed in
this research was the same as Kapborg and Bersexdbio their (2003) study. Firstly,
the material was summarised, and the sentences idétfitical meaning clustered
together. Secondly, explicative content analysis a@nducted, with the help of NVivo

software (Bryman and Bell, 2007).

The key themes of marketing communications pragticeC knowledge and

organisational culture were identified beforehamoinf the interview questions and
made up the master codes. Then second and thetiledes were attached to ascertain
core themes within each main category. Following,tthe researcher was able to
conduct qualitative content analysis to clarify wag unclear and contradictory

sentences (Kapborg and Berterd, 2003). Finally, résearcher generated reports on
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each initial code identified using the NVivo soft@aut also generated mind maps to
clarify relationships between culture and views amarketing and marketing

communications activities.

The survey was analysed using SPSS software. Ttaewags screened and cleared and
100 responses used for preliminary analysis to ritesadhe characteristics of the
sample, mostly using crosstabs and frequency tablesew the differences between
answers from managers in companies with a marketgpgartment and managers from

companies without a marketing department, see ehépt

The Organisational Culture Assessment Instrumer@AKP which is based on the
Competing Values Framework was then analysed. Phi$ of the questionnaire
consisted of six questions, with each questionrtafour alternatives (A, B, C and D).
The respondents were asked to divide 100 pointgrtieese alternatives depending on
the extent to which the alternatives were simitathieir own organisation. When these
scores were analysed, all the scores for e.g. A& w&dded together and divided by six,
as the questions were six. This gave an average $ar the A. This was then repeated
for the B, C, and D scores. Each of these scaleged to a type of organisational
culture, A standing for Clan Culture, B for AdhocyaCulture, C for Market Culture

and D for Hierarchy Culture (Cameron and Quinn,2)99

The OCAI uses a response scale in which individdadgle one hundred points among
alternatives. This is known as an ipsative ratiogles The greatest limitation in using
ipsative response scales is that they do not pmthaependent results. Nevertheless,
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Zammuto and Krakower (1991) have calculated cdiozla between culture types and
other variables. Some researchers like Quinn gmdit3er (1991) have used the Likert
scale instead of using the ipsative rating scalet @gves more opportunity to use
standard statistical procedures (Cameron and Quifif9). In this research, the the
ipsative rating scale was used so it would be ptesgp receive the culture plot for

Icelandic SMEs in order to ascertain if any diffezes existed between small and
medium sized organisations as well as answerindpypetheses which was carried out
by describing the strength and direction betweehu types and variables by
obtaining correlations coefficients, similar to Zaoto and Krakower's (1991)

research, see chapter 7.

The next section addresses the issues of religbialidity and generalisability of the

research

4.7 Reliability, Validity and Generalisability
In the previous sections, the difference betweealigtive and quantitative data
analysis were explained. This section looks atdtwecepts of validity, reliability and

generalisation, in order to assess the condutteofdsearch.

Reliability and validity are important criteria @stablishing and assigning the quality of
research. However, there has been some discussimmgaqualitative researchers

concerning their relevance for qualitative resegBriyman and Bell , 2007).

External reliability is to the degree to which @earch can be replicated. This can be
quite difficult to meet in qualitative researchfeslings from non-standardised research

methods such as interviews are not necessary idletalbe replicable as they reflect
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reality at the time they were collected (Saun@grasl.,2007). This is particularly true of
this research as it was conducted before the iatieomal bank crisis and therefore it was

unlikely that it could be replicated.

Internal reliability in qualitative research is @@mned with if all the members of a
research team agree about what they see and h&arthis research has a sole
researcher, internal reliability did not conceristlesearch (Bryman and Bell, 2007).
Internal validity concerns the eradication of esrarhich are internal to the design of a
research project. Validity meanwhile has been ai¢sye in debates over the legitimacy
of qualitative research. However, since measurengemtot a major preoccupation

amongst qualitative researchers, the issue ofitysabd seen by quantitative researchers,
would seem to have little bearing on such stud@slitative researchers have tried to
provide criteria that qualitative research can belwated against. Guba and Lincoln
(1998) provided two primary criteria for a qualivat study, trustworthiness and

authenticity, however, the terms used to evaludaejualitative part of this research are
from Maxwell (2002). He evaluates qualitative reshaagainst descriptive validity,

interpretive validity, theoretical validity, genésability and evaluative validity.

Descriptive validity is concerned with the factumdcuracy of an account e.g. did
respondents actually say the things that the researeported in his research? In this
research descriptive validity was obtained by rdicqy and transcribing and translating
the interviews in order to provide a clear pictofehow the interviews proceeded and
what the interviewees said. In addition, the tratesl versions of the interviews were
compared to the original versions of the intervidwsa third party to ensure that the

equivalent meaning was being translated.
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Interpretive validity is concerned with what thgeats, events, and behaviours mean to
the people engaged with them, e.g. the participgetspective. ‘Interpretive accounts
are grounded in the language of the people stuaheddely as much as possible on their
own words and concepts’ (Maxwell, 2002:49). It does solely apply to the conscious
concepts of participants but can affect their uscayus intentions, and beliefs. In this
study, the researcher ensured there was a full retaoheling of all points that
interviewees were attempting to make before tertimgahe interviews. This was in
order to ensure that it would be possible to trabhscand translate the actual meaning
of the participants’ words accurately and faithfullThere is however a full
understanding by the researcher that it is her iovenpretation of what was said by the
interviewees and that there will inevitably be someaning lost, primarily due to

differing views, beliefs and experiences.

Theoretical validity addresses the theoretical tootons that the researcher brings to,
or develops during the research (Maxwell, 2002)this research, theoretical validity
was obtained by reviewing the literature abouttthgcs investigated in order to create
an interview schedule and finally by analysing fiheings. The researcher used NVivo

to help her categorise the themes from the intervie

Generalisability refers to the extent to which @ae extend the account of a particular
situation or population to other situations thaatttirectly studied (Maxwell, 2002).
Usually, qualitative studies are not designed towalgeneralisations to some wider
populations, and this research is no exceptiorermad generalisability is far more

important to qualitative studies than external oriess however important that the
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researcher understands that as he is only in #sepce of the people interviewed for a

short time and the informant’s actions and viewy differ in other situations.

Finally, evaluative validity involves the appligati of an evaluative framework to the
objects of study (Maxwell, 2002). However, it istmentral to qualitative research and
many researchers make no claim to evaluate thggtimey have studied. In the first

phase of this research, the researcher did nohptt® evaluate the findings.

Reliability in quantitative research refers to tonsistency of measure of a concept. To
test for reliability of the scales used in thiseash the researcher used Cronbach’s
alpha which tests if all the items that make up $cale are measuring the same
underlying attribute (Bryman and Bell 2007; Pall#07). Ideally, the Cronbach alpha
coefficient of scale should be above .7. Whenst@es are short (e.g. with fewer than
ten items) the Cronbach values will be low anddfae it is recommended to report
instead the mean inter-term correlation for thésms. An optimal range for inter-item
correlation is from .2 to.4. Therefore, inter-iteorrelation is reported for the items

with fewer items then ten. See table 4.5 below:
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Table 4.5: Reliability of a scale

Number of
Scale items Cronbach's Alpha | Inter item Correlation
Mean Range

Target Marketing 11 0.7

Measurement K 0.3 0.2
Information Gathering 3 0.4 0.3
Exportation 3 0.2 0.2
Flexibility 3 0.3 0.4
Financial /Time Constraint 7 0.4 0.5
Traditional Culture 5 0.2 0.4
Business Environment b 0.3 0.2
Clan Culture 6 0.2 0.5
Adhocracy Culture 4 0.2 0.4
Hierarchy Culture g 0.2 0.4
Market Culture 6 0.3 0.5

Validity is concerned with the integrity of the abmsions that are generated from a

piece of research. The main types of validity aeasurement validity, internal validity,

external validity and ecological validity (Brymamd Bell, 2007). Measurement

validity is concerned with the question of whetbemnot a measure that is devised of a

concept really does reflect the concept. In thsearch, the researcher looked to similar

researchers such as Zammuto and Krakower (199aitosupport from their research

as well as requesting well established researdbeloeth answer the questionnaire as

well as assessing the SPSS files in order to ertbatethe measurements used were

indeed measuring what they were intended to do.
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Internal validity is concerned with the issue otigality and whether a conclusion that
incorporates a causal relationship between twoakes is actually showing some
causal relationship. Correlations analysis whiclensployed in this research gives a
good indication if there is a relationship betweba variables investigated (Bryman
and Bell, 2007; Pallant, 2007). Before conducting tesearch the researcher ensured
that the relevant literature was investigated ideorto establish the current knowledge
about the topic. As well, the first phase of thesegarch offered some indication that
there were some causal relationship between culamd marketing that were

subsequently tested in the second phase.

External validity addresses the issue of genetalisa In quantitative research the
researcher is usually concerned that his or helirfgs can be generalised beyond the
confines of the particular context in which theeash was conducted (Bryman and
Bell, 2007). However, as this research was comdudh a country, which has a
different social setting to the majority of othesuatries, e.g. it does not have many
large companies, it would be difficult to generalteese findings to other organisations

in other countries in the Western world.

Finally, there is ecological validity, which isdncerned with the question of whether or
not social scientific findings are applicable toopée’s every day, natural social
setting’ (Bryman and Bell, 2007:42). Sending a quest@mnvia email to respondents
would not be described as coming under naturaiaksettings but the only way in
which the researcher was able to address this awandure that respondents would
receive the questionnaire through their work erasilopposed to their private email

accounts. The findings, it must be said howeveaty hmave limited ecological validity.
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As this research used a mixed methods design,easopsly stated, see section 4.3, it
provided the researcher with a greater opportutotyanswer the research aim and
objectives and to evaluate the extent to which risearch findings can be trusted
(Saunders at al., 2007).The following section wiksent an overall conclusion of this

chapter.

4.8  Conclusion

This chapter has provided a discussion of relevaathodological issues, prior to
identification of specific research objectives ahé methodological approach. The
research was undertaken in two phases. Phase anannexploration of the marketing
communications factors and developments throughi-seoctured interviews with
senior managers in Icelandic SMEs. Phase two wasdban the findings from phase
one, and featured a semi-structured online quesdiom sent out to selected SME senior
managers in Iceland. The next chapter discussedindengs from the interviews

conducted in phase one.
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Chapter 5

Findings: Phase One

5.1 Introduction

As this research focuses on the cultural implicatad marketing communications
practices in Small and Medium Sized Enterprises ESMin Iceland, twenty semi-
structured were conducted interviews with senionaggrs within these types of firms.
As the main aim was to provide insights and undedihg of the nature of marketing
communication practices in SMEs, qualitative intenws were chosen (Malhotra and

Birks, 2003).

This chapter describes the findings from theserwde/s, which mainly address
managers’ views on their marketing communicatiorectces, Integrated Marketing
Communications and their organisational culture.e Thrst section discusses
respondents’ views about their marketing commuitoat practices, followed by a
section on Integrated Marketing Communicationss™ill be succeeded by a section

on culture. Finally there will be a discussion anslibsequent summary of findings.

5.2 Marketing Communications

The majority of questions in the interview schedubaldressed marketing
communications practices within SMEs. Managersevasked several questions about
the reasons behind their marketing communicatioctsviees, e.g. who made the
decisions where to advertise, the budget decisiaofmation gathering, measurement

and the benefits and barriers affecting marketmmgrmunications.
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The initial enquiry addressed the marketing commcations activities decisions and
which individuals within the companies make the keting communications decisions.
The majority of respondents identified that theyuldomake this decision. In eight

cases only the respondent made the decision butellve cases it was made either by
people in the department or with the owner/direaddrthe company. Half of

respondents within small companies made this detishemselves but only three
respondents did within medium companies. Sevenoregmts within medium sized

companies made these decisions with another pesmpared with five respondents
within small companies who made decisions with la@otolleague from the company.
In addition, these managers made marketing comrations budget decisions as well
with six managing directors stating they have thalfword on budget decisions. These
results are in accordance with the SMEs literatmnanagers in SMEs are usually
involved in all aspects of the business, and wdkmthe decisions themselves or with
others working with them (Carsaat al., 1995; Gilmoreet al., 2001; McCartan-Quinn

and Carson, 2003; Simpsenal.,2006).

Budget decisions were in eight cases based oregpstiences, see table 5.1:
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Table 5.1: Budget Decisions

Budget Decisions | No | Quotes

Past experience 8 We look at what we did last year, and try not tdayo
away from that figuré(Interviewee 2,January 2007).

What we wantto |5 “Because we have so many brands, we try to lockcht e

achieve

and every one of them like small companies... hovinmu
do we have to sell, how much will it cost us toegate
positive brand image maintaining its strength. Wihatve
have to do in the stores, and what do we have to do
inform our customef®’ Interviewee 14, January 2007).

Percent of revenud

We use percentage of revenue, all from 2 percemd 6p
to 7 percent. It is just all up to what we are gpito do
that year” (Interviewee 7, January 200%)/e often use
percentage of revenue.. if | don't feel that [the
campaign]was successful then | will increase thedat”
(Interviewee 16, December 2006).

Opportunity for the
brand

“The preparation of budget starts with analysis of
opportunities for the brands. Then we develop stratand
action. Then the budget is made which is then it is
incorporated into production plan and we lay ounadel
and if the outcome of that is not satisfactory tiwenhave
to cut here or add here and try to optimise thecomté
(Intervieweel, December 2006).

3 different plans
and budget

“We base it on the operational sales plan. | mtkee
plans, the pessimism plan, one that | work aftet ane
where we would like to be in the futufdnterviewee 17,
January 2007)

Five companies used a set figure based on whatdimpany wanted to achieve that

year. Three companies used percent of revenue veflecating the marketing

communication budget. Another three companies ifieditthat they started with the

opportunity for the brand and its product life ®&end estimated certain figure of gross
margin in marketing budget, and divide the figureetich of the stages of the product.
One company made three operational sales planpedgmism plan, the one they work

after and the one they want to follow in the futarel another company uses amount

per head.

As stated above, the majority of companies useatheunt they have used in the past

and that they can afford. Kotler and Keller (20@@)J! this method the ‘affordable
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method’ and state that it totally ignores the mfigpromotion on sales volume. Another
well-known technique identified in the literatusethe percentage-of-sales method, used
by three Icelandic companies. This method leads boidget set by the availability of
funds rather than market opportunities. Only thceenpanies had started to use an
approach called the objective and task method, whiolike the others focuses
management attention upon the goals which are mcbemplished, the task that must
be performed to achieve these objectives and estighnthe cost of performing these
tasks (Fill, 2005; Kotler and Keller, 2009). NeVetess, the majority of respondents
are using methods that are not in any way connectéth the marketing
communications activities they want to perform gweear. The possible reason could
be that smaller firms are often opportunity drivemd do not carry out any formal
planning, and therefore their budget is not corewtd any marketing activity (Hillst

al., 2008).

The second enquiry addresses information gathevitign these types of companies.
Eighteen respondents declared that gathering irgfbom about their customers was
important for their business and fourteen of theerenalready engaged in gathering

information, see table 5.2:
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Table 5.2: Information Gathering

Information
Gathering

z

Quotes

Using sales
history

oc]i@)

“We have a lot of information about our customeas, when the)
send us their pictures for file processing we datirt email
addresses, their addresses and we can use thisnafimon. We are
thinking about it this year to use more direct apgeh on thesg
customes” (Interviewee 7, January 2007).

“ We gather a lot of data about our customers atw the car
industry here in Iceland. We file everything abdle car, has
somebody owned it before, what parts have beenhbvdagthe car
etc. From our new CRM system, then we are tryinggé
information about the customer, what kind of caas he owned
what kind of communications has he had with usamegoing to
record all telephone calls, emails, visits eftnterviewee 3
January 2007

[When booking a trip] We get very little information, your nan
and your ID number. We get as well your home adgrasd age
basic demographic information. We use this inforamat little bit
and we are going to use it more. You can tick awb&n you boo
your trip if you want to get information from uss Avell we ddg
basic analysis of destinations, the age of peoplekimg. As wel
we are going to develop a loyalty scheme for ost@mers but we
haven't done it yéet(Interviewee 19, January 2007).

A\1”J

ne

A\ %4

Buying
consumer
studies/sales
figures

“I always get sales figures from AC Nielsen (Ga)l@very month
It is very good information you get there, you sdeat you are
doing right and wrong. We are not doing anythingseél
(Interviewee 19, January 2007)

“We also monitor our brands, e.g. How does the ¢argroup like
the brand, is he going to buy the brand, how daeéike the ads
the message etc. Then we have also used theyldesstveys, wha
opportunities are there, what groups, other tham gwoups are
using the product ... Then we have also had our @search done
like now about the beer buying behaviour. How dopbe choose
their beer, do they always buy the same, does aale nthem
change their mind ett(Interviewee 1, December 2006).

—~+

Using CRM
system

“In the future | will want to build up a databasetlhwvinformation

about our customers just so | can send direct etoaitistomers. ...

Now we are getting a new system, Go Pro and CRMrsyand
then | am hoping we use this system to analyse target
markets.(Interviewee 4, January 2007).

“We use the CRM system here, which is a good sygtemaintains
all the communications between our company andcogtomers
and now we are connecting it with our financial agnting. But
still we have to log ourselves into two to threstemns to get th
whole picture of our customers, and of course welavgust log
ourselves into one.(Interviewee 18, January 2007).

(4%
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Eight were gathering information about existingtousers, using their sales force to
acquire this but six companies were using exteraaipanies such as Capacent Gallup
to gather information or buying sales figures. $ewempanies were using CRM
systems. From the quotes above it seems like coepare first now realising that
gathering information about customers can help tbaitding a relationship with them
as many of the respondents stated this would betomg they are going to be focusing

on in the future.

These findings contradict the findings from in-dejtterviews with entrepreneurs in
the United States and Sweden where respondent’'soogi regarding market research
activities were overwhelmingly negative (Hi#¢ al.,2008). Icelandic managers seem to
be able to see the benefits from gathering infomnatbout their customers even
though one responded expressed concerns over gelgm much on findings from
surveys:

Yes of course this data comes in handy. Howevaan like a typical

French man when asked about surveys. | think theyuat about what

we have agreed upon to be the truth and nothing. él$ say that this

company have been drooping in people’s minds ardefybody here

inside the company say, no it isn’'t true, than védasurveys from a

couple of years ago and can tell them to look as¢hsurveys, and as

well at the sales figures. | have as well marketrstigures since | do

not know when. | show the all these figures aridieln to believe me

now.” (Interviewee 19, January 2007).
The third enquiry addresses measurement and enaduatt marketing communications
activities. None of the respondents identified ttiegty would be measuring marketing
communications activities individually or the oviéreampaigns scientifically. Nine
participants identified that they first and foremdsok at the sales figures. Five

respondents did not measure and specified thaisthigficult and problematic to do but

that they could easily get feedback from their Sgdeople or by checking enquiries.
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One participant, (Interviewee 4, January 2007) es@ted it would not be cost
beneficial for them to measure their marketing camitations activities:

| know this is not very exciting for you but inslsompany we do

not have money to pre-test and measure the e#eeds. The

market is too small for it to pay off, because #Hades would

never be higher than the cost. It could work if yad a 6000

percent margin.
Three respondents identified that after a campaligthe managers convened in order to

evaluate the goals set in the beginning and exahsates figures and other aspects to

evaluate how successful the campaign had been.

Nevertheless, from this finding it is clear thae tmajority of small and medium
companies are only looking at sales figures, ifthimg, to evaluate if the marketing
communications campaign is successful or not. W fesues could affect this.
According to Blois and Carson (2000) a personakacn network is extremely
important for small and medium sized companieses€hindividuals will have mutual
understanding of the businesses and the relatjprstiveen them and the manager of
the company will be built on trust and effectivengaunication. This network both
helps to form and guide marketing decisions andnt@ager or entrepreneur will be
able to easily obtain personal feedback from thedeiduals. In small societies like
Iceland this personal-contact network could evenvital. Additionally, marketing
within small and medium companies is often sharhteand managers seem to focus on
increasing sales quickly. Hillet al., (2008) identified in their research about
entrepreneurial marketing that entrepreneurs ageishe subject as a fragmented set of
factors that affect sales performance. Howeveagtilie majority of small and medium
sized companies in this research appear to bengissit on is the long term effect of
marketing and marketing communications activit®gnot measuring, companies miss

out on an opportunity to understand how consumensepve their products and
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therefore may be unable to improve their marketiogumunications campaigns or long

term brand image.

The next enquiry discussed the promotional toolmpanies were using and the
reasoning and justification behind them. It becamgarent that companies focusing on
the consumer are mostly using traditional medishsas newspapers, TV and radio
advertising when communicating with their customersOnly three companies
mentioned that the Internet was going to becomesramgnificant in the future for their
respective types of businesses. Another two corepaspecified how they would use
newspapers to inform people, and TV and radio tibdbup image. One respondent
(Interviewee 6, January 2007) explained his meldace like this:

We use mostly print advertising, mostly whole payés have

noticed that the newspaper market is very competids well

and we are able get cheap or very good prices frsome

newspapers.
The companies who focussed more on the b2b selgtoeg more emphasis on direct
approaches. The most important thing for them wand the person responsible for
buying the product or service and establish somen fof relationship with that
particular individual. In addition, respondententified ‘happenings’ and ‘meetings’ as
very useful to reach their customers and proviéenthvith information.

We are constantly in touch with them [their targgobup] and

one plus is that they can come here, we have alwaySriday

mornings coffee and cakes, at 8am and sometimes Wdreive

we have here twenty professional paintéhsterviewee 13,

January 2007).
Respondents were also asked about the averagabutisin between different
promotion tools. Not surprisingly, advertising ctaifor on average over 60 percent for
companies focusing on b2c whilst no other marketioghmunications activities count

for more than 9 percent. The companies focusingeroarbusiness to business spend as

well on average almost half of their marketing betdgn advertising, mostly in
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newspapers, trade magazines and on TV. Direct aradl direct sales followed in
second and third place. Medium sized companiessinme average 60 percent of their
budget on advertising while the figure is 53 petclem small companies (based on
number of employees’ definition). Interestinglypal companies invest 14 percent on
direct mail while medium sized companies investyo®lpercent of their budget on
direct mail.
Interviewee 18 (January 2007) stated that itisegeasy to reach their target market:

This is Iceland, there are only 300 000 peopleehand what,

around 7000 registered companies and our target ketats

maybe 2000 companies. If the sales people reaited to, they

could call them all.
The results from these findings reveal that smadl medium sized companies are using
traditional media, mostly advertising, when tanggtiheir customers. At the same time
although over 90 percent of Icelanders use thenateegularly, companies are doing
little or nothing to use this medium to reach thmistomers (Statistics Iceland, 2008).
In SMEs, the managing director, owner, or theeprneur makes the decisions which
means that decisions are based on his personakpgrience and style (Blois and
Carson, 2000). It seems managers in SMEs in Icefeavé not fully understood the
advantages of the internet. They also have a vesskfor a bargain, often choosing
media where they can get the least expensive jmgtead of identifying who their
customer is and endeavouring to make contact thrabhg most appropriate and
effective channels. This is well known in the lgemre of small and medium sized
companies, managers tend to adhere to what they e and what has worked well
in the past (Blois and Carson, 2000; Burns, 200&g#&ihsoret al.,2003). Rather than
acting proactively, small companies tend to betread¢o the competition’s marketing
activity (Carsonet al., 1995). Three companies differentiate themselvem fothers

when identifying the purpose for using the diffardand of media and discussing

different methods to reach different target groups.
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Further, respondents were asked if they used anmietidag communication agencies.
The majority of respondents identified that the@mpany would employ an advertising
agency. However, six companies only used them atialpoccasions, for special
projects or to request them to design templatasthieacompanies were able to use for a
couple of years. Only two respondents specified thay did not use an advertising
agency. The reason respondents gave for not usimgrtesing agencies exclusively
were various. Brochures and printing material caften be done ‘in-house’ and two
companies also mentioned that design costs woutddhbigh if they were going to use
an advertising agency every time they had to deaigmint advertisement. Therefore
these companies had an employee charged with degigmint material inside the
company.
One respondent spoke about the benefits of usiraglaertising agency:

| need to be able to talk to somebody about thiklat is not

here internally and the guy | am working with hagperience

from working with other industrial companiétterviewee 4,

January 2007).
However, not many companies use a Public Relatiofiice constantly, seven
respondents stated using them intermittently, atemtified that he used PR offices
abroad, one carried out PR himself, one had emglayBR agency but no longer used
it and eleven said they never had used a PR offRespondents specified they merely
used PR agency when they experienced crisis or \here was a special occasion
occurring such as a company’s anniversary. Otheketiag communications agencies

were not mentioned. Ten respondents said they usedia houses or advertising

agencies to conduct media plans and buy media spaicthem.

These findings imply that even though most comgaare using advertising agencies,

some also try to use resources available withincttrapany to cut costs. However,
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when companies grow companies tend to use advgytagjencies more than before - at
least this is the experience of interviewee 9 (dan@007):

| have myself been to seminars in graphic designi,n make

posters and we have a printer here where we camt puit lot of

stuff. But the company has been growing and | leen using

the advertising agency more.
Megginsonet al., (2003) address this topic and state that by demjgeverything
themselves companies are missing out on specigiests, concepts and ideas.

However, financial limitations are one of the coastts SMEs face and as identified

above it is the reason interviewees gave for nioigusdvertising agencies.

The final enquiry investigates the benefits of abdrriers towards marketing
communications. All the respondents considered eisrg communications to be
important and beneficial activities in establishitiggmselves in the market. Fifteen
companies regarded marketing communications as mertant now than five years
ago. The reason for this was first and foremaostagparent increased competition and
fragmentation of media:

It is getting ridiculous, 10-15 calls per day whermeu are being

offered to advertise in this and that newspafieterviewee 13,

January 2007).
Eighteen respondents thought marketing communitsitwould become even more
important in the future. Interviewee 13 stated (dag 2007):

| think it is more important now, because a couplleg/ears ago

Iceland was kind of unique. You were able to re2@ipercent of

the population by buying a one whole page advert in

Morgunbladid, and before Channel 2 was establisjed 986]

we only had one TV channel. And | think it will @& more

important in the future because our kids are graywmp with the

Internet so maybe it will be even more differeantht is today

Respondents were asked about barriers to effectarketing communications, and

they identified the constrictions of time and fica limitations as the main barriers:
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Normally companies, and we are no exception, eynpk few

employees as possible. They are often employinfgt@eople;

therefore we are working too fast and carrying ancaickly as

possible (Interviewee 1, December 2006).
One respondent mentioned the size of the markatkasrier and said the country was
too small. One mentioned language problems andigioréusiness culture as an

obstacle when attempting to expand abroad. Otlaeyores mentioned were in dealing

with the legal environment and with customs.

Both financial resources and time are well knowwobpms for small businesses
(Carsonet al., 1995; Megginsoret al.,2003). It is self-evident that small organisations
have limited managerial resources and becausettodythave little room for specialists
but require instead more flexible generalists. Hagvethis was not the case with all the
companies examined. Five medium sized companiegeexthe turnover limit of £34
million with one company showing turnover of £72llmn, additionally other

companies showed a healthy and significant turn®es table 4.2.

Some important aspects relating to marketing conications practices were
discovered. Six companies had already considerexit@ted exporting their products
or services abroad and two of those companies heddy bought a company abroad.
Two companies sold their products and servicesutiiroa local partner in the host
country and these local partners were also resplenfgir the marketing communication
in their country. One company (Interviewee 1) wasque. Their marketing and
marketing communications tactic has changed draaibtisince a marketing manager
had changed the way in which they operated. Thanketing department now travelled
abroad to seminars and their budget decisionsudrseguently based on the task and
goal method. They attempted to evaluate their nierdg@ommunications campaign and

had been looking for an opportunity to export theer abroad.
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Another company (Interviewee 14) had recently boughsabeth Shaw, and were
considering using their network abroad and comigipproduction lines. Additionally,
the company exported their products to DenmarkJaddl Russia and the US, even
though these exports were not a major part of tiueirover. The company had many
brands and in the planning process looks at eadleagryone as a small company. TV
was the main medium the company used but theyusled the Internet and considered
that this will be a more important factor in théute. When the company advertised, the
respondent made sure the product was visible inhallmajor grocery stores in the
country. However, they did not attempt to meagher marketing communications

activities, stating it was enough to look at thiesdigures

The third company (Interviewee 11) was a compamwplired in web solutions and

software production. They had three clients inUlkethrough a partner company. They
were a small company with only eighteen employadstlie nature of their business
enabled them to compete internationally. The redpot claimed that the Icelandic
market was saturated and that it was thereforessacg for them to operate abroad.
Within the Icelandic market, they approach cust@rar a one-to-one basis, carefully

choosing which companies they want to target. ¢nUK they use a PR agency.

The fourth company, (Interviewee 10) sold docunaamt case management solutions in
four countries in Europe as well as trying to eksdbthemselves in Mid and Eastern
Europe. Their marketing communications activitresre usually carried out with the
partner within each country but the Icelandic dipatic services have hosted receptions
for their potential customers within the embassyldeland they had once or twice a

year held an open house for their customers.
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Another company (Interviewee 20) was exportingeiees countries, with a goal to own
an international brand within 10 to 15 years. €kg&ernal market counted for 85 to 90
percent of their turnover. Abroad they operatedugh distributors. Their distributors
market the product abroad but are offered coumgedind advice on how to market the
product from the Icelandic company. They used TVveatising and they do not attempt

to measure the effect of their marketing commuiocatactivities.

The final company, (Interviewee 2) which producésce furniture, were considering
the option of exporting their products abroad. yfthad in previous years attended
various trade fairs in Britain to discover if theyould be able to sell their products
abroad, but have not begun exporting as yet. Howvé@wsas not possible to confidently
state that this company was outward looking as tqgyeared to be just using mass
marketing approaches with little attention to agéargroup as the following examples
indicate. The managing director identified thatyth@ere using more newspaper
advertising now because they were receiving betieces than previously. As
competition had increased in their line of businélss manager had determined that it

was now more important to advertise.

Three companies, even though they did not expodaal could be included with the
aforementioned companies. One (Interviewee 5) wasuldsidiary of a Danish
corporation. The other one (Interviewee 3) imporntads. It closely followed what is
happening elsewhere in the world in their areausimess by attending seminars and
reading trade magazines. The third of these thoegpanies (Interviewee 4) was in the
process of a merger and had yet to decide the anthgjoals of the company. However,
the marketing manager had researched the targepgor each product in a similar

method as in the past and examined how to reach #ueordingly. He followed what

123



was going on in the world in the field of marketitngs taught marketing in a least one
university in Iceland and when Don Schultz’s namaswmentioned during the

discussion, tried to remember what was the lasgthe read by him.

Marketing and marketing communications practicesrait seem important to the other
companies. Of course they were advertising and ptioign their products and services
but it seemed to be done in random way, with liglaphasis on their respective
customers or who their target groups were and lwosedch them. They often followed

the ‘offers' from the medium and advertised whéreytgot the cheapest price. Of these
eleven companies nine were small and two were mediized which implied that

smaller companies will use more ‘ad hoc’ marketagproaches than medium sized

companies might.

This section has sought to examine and discussfitigengs from the interviews

regarding marketing and marketing communicatiorectores within Icelandic SMEs.
The findings reveal that almost half of the compamnd the majority of the medium
sized companies have moved towards increased tangeketing and marketing
communications approaches while others are stédrang similarly to the way they

have in the past.

The next section will focus on findings from quess addressing Integrated Marketing

Communications.
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5.3 Integrated Marketing Communications

This research will address the emergence, relevanceapplicability of Integrated

Marketing Communications (IMC) in Icelandic SMEss Aarlier literature stated that
Integrated Marketing Communications was more reieva small and medium sized
companies it was presumed that this would be tke salceland ( Nowak and Phelps,

1994; Low, 2000).

All twenty respondents were asked if they knew Il term ‘Integrated Marketing
Communications’. Of twenty respondents, only sixewn (or claimed to know)

something about the term and three had heard akthe but had no recollection as to
what it meant. Thus, fourteen respondents knewe lat nothing of this term. The
respondents that knew of the term were all mediweds with turnover from £11.4 up

to a staggering £72 million.

These respondents were shown two definitions oféha IMC, one from 1993 and the
other one from 2004, see table 5.3:

Table 5.3: Two definitions of IMC

Definition 1 Definition 2
“IMC is a concept of marketing “Integrated marketing
communication planning that recognisegommunication ..... IS ... a strategic

the added value of a comprehensive pldrusiness process used to plan,

that evaluates the strategic roles of a | develop, execute and evaluate

variety of communication disciplines —| coordinated, measurable, persuasive
for example, general advertising, direct brand communications programs over
response, sales promotion, and PR- angéime with consumers, customers,
combines these discipline to provide | prospects, employees, associates and

clarity, consistency, and maximum other targeted, relevant external and
communications impact” (Schultz, 1998internal audiences. The goal is to
17) generate both short-term financial

returns and build long-term brand and
shareholder value.” (Schultz and
Schultz, 2004:9)
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Two respondents identified definition one as beimgre specific and more related to
their company as a whole but that definition twosvedso valid, see thoughts on the

two definitions in table 5.4:

Table 5.4: Thoughts on definitions

Definition | Quotes

Thoughts | “Yes | recognise this term. | think this is morecdpe this is more
on related to our company as a whole, and that maximammunication$
definition 1 | impact is guaranteed. You do not have one jingladio advertisemen
and another in your TV advertisement for the sanoelyct, and it looks
like you have 2 productginterviewee 1, December 2006 ).
“1 would say this was the core of our busiridésterviewee 3, January
2007).

“Yes | know the term, but | don’t know if I'm albediefine it correctly.

have at some point read about the term. If 'mngoio be honest,
don’t know. Probably in some ways and probably ams ways not’
(Interviewee 14, January 2007).

“l can clearly see that the first one is older ththa other. We of course
need to integrate all our operations so we aredaling the same thing.
For me it is like a common sefiginterviewee 19, January 2007).

—+

Thoughts | “I think this one is more general and extensive.r@maust be a lot of
on actions that follows this definition. This makes la of senseé
definition 2 | (Interviewee 1, December 2006).

“Yes, with the value of the brand, we have beengny build a scale t¢
estimate the value of our brand in the beginninghef year and in thg
end, the brand equity. This one is valid here al yust more detailed
(Interviewee 3, January 2007).

“1 don’t think we do this as formally as is said der think this applies
to a larger company, with many departments. | stihk we are doing
this in many ways, our goals are clear and we haf@mation where
we stand in relation to our goals. However, we dad it in organised
way like is described hergInterviewee 14, January 2007).
“1 think we think this way, that everybody withie tompany are our
salesmen, and we get a lot of business througlytlge that are going
out working for our customers and through the cdtasiis. And as well
through a person that knows another person etce@afly in a
community of 300.000 people. We measure lotsimfjgthere, and w
do it on monthly basis, and even firmer every 4 thin(Interviewee
18, January 2007).

“1 think both definitions define what we d@nterviewee 18, January

A4

D

4

11°}

2007).
Thoughts | “ | have read about this term or | know the combimaf these words, |l
on IMC know it can mean different thin@gimterviewee 4, January 2007).
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Respondents were shown the five steps of the IM&Idpment model and asked to
identify if any of the steps were more relevanthem than others. Two thought that
their company was located at stages 1 and 2, #gestof tactical co-ordination of
marketing communications activities and redefinige scope of marketing
communications. One respondent specified that toeid not use stage 4 (the financial
and strategic integration) because they could redsure systematically. One thought
they were doing some parts of all the stages whilst respondent identified they were
working on stages 1, 2 and 4 currently. Nevertlsetese of them had seen this model
before. These respondents were also asked if timyght companies would progress
through these stages and five of them thoughtntlmdel at least looked reasonable and
stated that companies would progress through tlstages in some way. One
respondent claimed he was unable to judge at thig,pas it was the first time he had

seen the model.

Only one company was working towards integratiamejiviewee 1). They produce
Coca-Cola and related drinks for the Icelandic rebdnd also attended a seminar and
training at Coca-Cola in the past year. After geminar IMC became more important
and they started working towards integration. Menager identified their company at
stage two on the five steps of the IMC developmmeotiel and stated that the company
was trying to make marketing communications moigesyatic. The remainder of the

companies were not working towards integration.

This early finding of lack of knowledge of IMC ampe important in relation to the
statements in the early literature (Nowak and Phellp94; Low, 2000) as the relevance
of IMC in SMEs seems misplaced or at least ovemaptic. The findings from this

section are really clear, majority of the resportdgehd not know the term IMC and the
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respondents that did know the term were not workawgards IMC. They might be
practising something resembling IMC but they wemt aware they were doing it.
These findings support the view expressed by HUti®96) where he stated that IMC
was nothing new and that marketers had been pgragtis for a long time. These
respondents even specified that their companies weithe first or the second stage of
the IMC triangle and some even stated they weregdsomething at each stage.
However, this was all done without a formal knovgedf the term IMC or the IMC

triangle. Therefore it cannot be said that respotal were practising or using IMC

The next section discusses cultural findings.

54 Culture
Respondents were asked three questions about capations and organisational
culture. They described their companies’ culiarearious ways; see table 5.5:

Table 5.5: Culture

Culture No | Quotes

Old — traditional 7 The culture is what it is because many people have
worked here for 30-40 years, it is very consengtiy
(Interviewee 1, December 2006).

Mixture of old culture and 5 “The culture was a little bit old and we have t@ fsiome
new people and getting new people in. We are trying to
change the mind set and put people back in thangyi
mode” (Interviewee 7, January, 2007).

<

O

Flexible and classless 2 | We try to have a classless workplace here, if soahe
is bringing in the merchandise, | can receive i not
doing anything else, even though my title is Mamngy
Director” (Interviewee 16, December 2006).

=4

Energetic 1 “The core staff has period of employment up to &ary.
Everybody thinks about each other and also |the
employees thinks what is going to happen tomorrmw
just what is going to happen toddyinterviewee 3,
January 2007).

Unknown, merger in process 1 | Weé are trying to merge both the companies and
hopefully it will be finished before the end of M2307
“(Interviewee 4, January 2007).
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Friendly 2 ‘Friendly and lots of unity among the staff. We alle
working towards the goal of contributing to better
conditions and health of the people in Reykjavik”
(Interviewee 9, January 2007).

Geeky 1 The culture isn't maybe as structured as in larger
companies”(nterviewee 10, January 2007).
Knowledgeable 1 |“The culture is family oriented and many people

have worked here for a long time, almost 10 years.
It is very uncommon in this busines@hterviewee
18, January 2007).

Of these seven companies, specifying their cul@seold and conservative, five
identified that this culture needed changing, tktff needed to work together
increasingly in order to reach the company’'s gaastead of carrying out the same
procedures and working practices that they havee donmany years. In all of these
companies, work on changing the culture had alrestatyed: Interviewee 1 (December
2006) stated:

When | came in here and was trying to learn howdt

everything and calling people | thought knew thiagsording to

the organisation chart. The widespread answer Wdss is not

my responsibility. After the first week | thoughere were many

people that knew what they were not supposed toutaid not

actually know what they were supposed to do.

This respondent specified that even though theyewreithe process of changing this

culture, major changes had occurred in the margetepartment with excellent results.

The communications within small companies were niai@mal than in medium sized
companies where in seven cases out of ten, em@ayer in two different sites within
the country or abroad. Respondents identified the made their communications
difficult but that they used Internet methods sash email, Skype or the Microsoft
portal, MSN to communicate more effectively. Omspondent from a small company
specified he did not like using email and that leuld phone his staff in preference to
sending them electronic mail. Interestingly, frespondents mentioned the cafeteria as

a perfect environment for informal conversationsveen staff.
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Finally, respondents were asked about staff invoka in marketing decisions. Twelve
respondents stated they involved staff in their gany in this way, the majority in an
informal manner during coffee breaks. Two respotgledentified that they would
immediately be contacted by their sales team if etbimg was not working in their
marketing communications campaign. Three resposdantversely specified that they

would only involve other directors within the conmyan marketing decisions.

The most interesting findings in these sectionow nespondents described their culture
and that in seven cases it was described as oldcangervative. Of these seven
companies five wanted to change their culture asdstaff to become more goal
oriented Respondents identified the process agyhdifficult, Interviewee 1 had been
working on this for a couple of years and gone ugto re-engineering while
Interviewee 17 and Interviewee 19 had just statttedprocess. Interviewee 7 had made
many employees redundant and hired new staff ierai@ change the mindset within
the company and put people back in the driving medk a more dynamic culture.
The goal was for staff to demonstrate initiativel ahirst for innovation and new and
superior service standards. Interviewee 17 hadasirproblem as Interviewee 7 and
had dealt with it in a similar way. Interviewee h&d departmental problems even
though only 25 people were working in the comp&Baff were used to doing things
the way they had always been done. However as tim fvade is increasingly
becoming digital the company needed to act quieklg change with the environment.
Interviewee 19 was merging two companies into omedne of the companies had a
strong hierarchy management where the managers gales and staff followed.

However, the company needed staff to show initeasiad problem solving skills.
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Four companies stated they were trying to integregeculture so that everyone felt they
were working for the same company. The focus wesefbre on internal affairs. Some
differences existed between small and medium sizminpanies, informal

communications and a more family type atmospheistezk in small companies but

communications within mediums sized companies \aarexture of both.

The following section will provide a discussiontbé findings from this chapter.

5.5 Discussion

As seen in the previous sections, the marketingneomications practices within these
twenty companies interviewed for this researchedagreatly. Those companies that
were identified as having a more external outloaavusing more target marketing
approaches because they were all following whatvegpening in the line of business
abroad, which lead to more focused marketing. Agoiiiteresting finding that emerged
from this data was the discussion about ‘old celtand the views of five managers that
actually wanted to change this culture so thatcbmpany would become more goal-
oriented. These results imply that what respondigietstify as ‘old culture’ could be a

barrier towards more target marketing communicatigpproaches.

As stated in chapter 4, Hofstede (2001) revealeel ifinain conceptual dimensions on
which national cultures exhibit significant diffeiees: power distance, uncertainty
avoidance, individualism vs. collectivism, femirynvs. masculinity and long term vs.
short term orientation. In his study, Hofstede was from Gibbonst al., (1996), who

had performed a classroom exercise with adoleseenBuatemala, Iceland, Mexico

and the US. Hofstede correlated the reported cpun&ran scores with the four IBM

131



indexes substituting Norway for Iceland. He stdtet this can be done because Iceland
was colonised by the Norwegian Vikings and the twantries were then at about the
same level of economic development, according ta tam 1990. However, Iceland
has changed immensely in the last two decadesaniders like to show off possessions
even though they might have had to borrow the whaoleunt to acquire them. Harding
(2004) says in his book about Iceland that Icetasmi@vork hard and enjoy a very high
standard of living but that keeping abreast madtgricomes at a price. They love
fashionable clothing, nice cars and above all, g&jgespecially electronics and are
avid users of cell phones and the newest teleconuaions devices. Therefore is it not
unusual for young people out of school to borronneoto buy a house orfeur-wheel

drive vehicleand spend the rest of their days paying off lGanliving on credit.

Interviewee 1 (December, 2006) commented on tHarilde market: My views on that
[the market] is what | have seen, companies arefoliawing some marketing strategy.
It is all about just making great advertising anelifg funny. Erika Wolfe worked as a
contract-based writer, copy editor and proofreaideidceland (Wolfe, 2005). She
specified, Icelanders tend to put everything off until thetlasinute, which is why
everything we do seems like a last minute emer#viclfe, 2005: 2). Icelanders even
make costly, important decisions in a hurry. Aepslone survey, conducted for
interviewee 3 ( January, 2007) showed that for @@epercent of Icelanders it takes less
than a week to make the decision about buying auntt it is outside their door. It

might explain why decisions are made in a hurnhaut careful planning.

Companies were as well associated with US cultbieeording to Hofstede study
(2001), US culture is little bit different from Nweegian culture. The most marked

difference in his research is in masculine and memity, while Norway scored 8,
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Americans scored 62. Coca-Cola is one of the besivk brands in US culture and the
Icelandic company (Interviewee 1) who produce CGoéa in Iceland seeks inspiration
and knowledge from the headcounters. The car de@igerviewee 3) looked as well
towards the US for influence, buying journals anagarzines published there to better

follow what is happening in their industry.

Even though Icelandic culture was moving away frais1 Scandinavian roots,
Scandinavian countries still played an importarle rfor Icelandic companies. One
company (Interviewee 10, January, 2007) starte@xfsort activities to Scandinavia.
Countries often start exporting to countries that @ose to them geographically or to
those that have a similar, language, culture, ipalisystem, level of education or level
of industrial development. Therefore it is not sga that Icelandic companies started
exporting to Denmark or Norway (Johanson and WtEm-Paul, 1999). One
company interviewed was owned by Danfoss Internatiavhich has its headquarters in
Denmark. This subsidiary in Iceland has had somnsélpms adjusting to international
culture. What the Icelandic manager mentioned Wwas in Denmark the sales people
move around and visit their customers, but he dttiat in Iceland it is not necessary to
visit them, and that the customers know where td fiim. His belief was that the
customers would quickly become bored by receiviisgs/from sales staff on a weekly

basis.

Additionally, managers in this research were asMaalit their organisational culture as
stated in section 5.4. Organisational culture candentified as “the pattern of shared
values and beliefs that help individuals understarghnizational functioning and thus
provide them norms for behaviour in the organizétiDeshpandé and Webster Jr,

1989). For nine companies the culture was chandiegause companies were merging
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but also because the management of the companie®dvéio change the culture to
make it more result oriented. When trying to maeldndic SMEs using the
Organisational Culture Assessment Instrument (OG¥l)specified in Cameron and
Quinn’s book (1999) and explained in chapter 4s itlear that companies that were
outward looking were exporting or following what svhappening in their line of
business elsewhere in the world used more targetetnag approaches . Their culture
type would be either adhocracy culture or markdtucet which both have external

focus and differentiation, see figure 5.1 below:

Figure 5.1: The Organisational Culture Assessmentistrument

Flexibility and Discretion

Clan Adhocracy

Internal Focus and Integration External Focus and Differentiation

Hierarchy Market

Stability and Control

The companies trying to change their organisationtire identified their ‘old culture’
as being conservative, hierarchy focused and psisgedepartmental issues. However,
they wanted the company to become more goal odemibere staff showed initiative

and thirst for innovation. From these findingseems like hierarchy culture has been
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the dominant culture but managers would ratheisea®e change towards more external
focus, towards adhocracy or market culture. Thepaones that were in the process of a
merger, being bought or buying companies, werededwon integrating their company

culture and bringing people together, focusingrdaarnal issues and integration.

From this discussion it appears that the ‘old* wdf which focused on internal
approaches, hierarchy and stability could act abaaier towards marketing and
marketing communications practices. In the sequarti of this research, a survey was
sent out to small and medium sized companies itarideto investigate this matter

further.

5.6  Conclusion

The main findings from this chapter are:

Marketing and marketing communications activitiesigelandic SMEs are traditional
and in accordance with previous literature (Blawsl £arson, 2000; Megginsat al.,
2003; Simpsoret al., 2006; Hillset al., 2008). Managers in Icelandic SMEs make the
majority of the decisions about marketing commutmces activities themselves or with
other managers working with them. Additionally, thedget was either based on past

experience or what they could afford.

Respondents were gathering information about tbestomers but not measuring or
evaluating their marketing communications actigitienostly referring to sales figures
to see if their campaigns were effective or notespondents from medium sized
companies identified they would use mostly tradiib media when trying to
communicate with their consumers. Neverthelessporedents identified marketing

communications as important and beneficial, antbdii respondents thought it was
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more important now than five years ago. The magoriers were identified as time and
financial limitations. Only six respondents knew tbe term ‘Integrated Marketing
Communications’ and only one company were workiogards integration of their
marketing communications. One important aspect tingla to marketing
communications practices emerged from the dataedame clear that companies with
an external outlook used more target marketing ggigtres than the other companies.
The majority of them were exporting their produetsd services abroad but others

followed closely what was happening elsewhere éwtbrld in their field.

Respondents described their culture in various waysit was clear that the culture in
many of these companies was going to change imniynelfour companies were
merging or buying other companies and five respotsdevanted to change their
company culture to become more achievement orierdedther important aspect
related to marketing communications practices esteffgom the data. It was evident
that companies with an external outlook used marget marketing approaches than

those that had the ‘old culture’ as some resposdefierred to it.

Subsequently in this investigation, a survey wag sat to SMEs in Iceland aiming to
explore this further. The findings from this surweyl be discussed in chapters 6 and 7.
The former will discuss the descriptive findings ilhchapter 7 will discuss

organisational culture and answer the hypothesmutated and discussed in chapter 4.

136



Chapter 6

Findings: Phase Two

6.1 Introduction

The purpose of phase two was to verify the redtits phase one of this research and
to establish how and in what ways organisationdlicelimpacts upon and affects SME
marketing and marketing communications activitidhis chapter presents the
descriptive results of phase 2 regarding markeand marketing communications
whilst chapter 7 will discuss culture and culturahplications on marketing

communications.

Two topics emerged from the interview data discdssechapter 5. Firstly outward
looking companies were using more targeted metiddosh communicating with their
companies than those who had more domestic fontexektingly, the majority of the
companies that were outward looking were mediunedsizompanies. As well, five
managers specified that their organisational celtwas ‘old’ and that it needed to
change because they wanted it to become more geated. These two topics formed

the basis for the survey, see hypothesis in chdpter

The web based survey, hosted by SurveyMonkey.cosnopaned on 12of June 2008
and was available for completion until Septembef. 1&dditionally, telephone calls
were made to respondents throughout the open syreegd and the researcher also
visited Iceland for a two-week period and contacted managers to request their
participation. Three reminders by email were senalt respondents that had not fully

answered the survey. Following this, the results rewedownloaded from
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SurveyMonkey.com to a Microsoft Excel document, chhivas then converted into an

SPSS file.

The chapter will discuss the descriptive data frilms survey. It will begin with a
discussion of demographic information of the regj@mms and companies involved in
the survey before revealing the findings of thekaing communications section of the

questionnaire. Finally there will be a summaryhe major findings.

6.2 Demographic Information

The second phase of this thesis investigates niagkebmmunications in small and
medium sized companies and how, and in what wayiitfluenced by organisational
culture. This section describes the company’'s dgaphic information e.g. the
industry sector, if companies have a formal busingan, market plan or marketing
department. The turnover and marketing budget éigdor 2007 will be revealed as
well as the individuals identified who make the k&ting communications decisions.
Furthermore, it will be shown which companies expibreir services or products
abroad. All the questions appertaining to the abeeee part of ‘general questions’

(questions 16-33) at the end of the survey.

Table 6.1 presents company business characteri®idbe 100 respondents answering
the survey, 61 percent worked in a small compardy 2 percent in a medium sized
company. The definition used in this thesis is Ex@opean Commission definition

(European Commission, 2005). This result was gatied as a larger number of

companies in Iceland are micro and small, rativan of medium size:
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Table 6.1: Businesses Characteristics

Businesses Percent
Small Business 61%
Medium Business 37%
Total 98%
Missing 2%
Total 100%

Table 6.2 shows turnover figures for 2007. As dan seen, the figures vary
considerably, with 23 percent of Icelandic compani@ving a turnover between
£6,400,100 and £31,800,000 which is relatively high SMEs and at least five
companies exceeding the turnover limit of €43 wmillior £63,605,100 (exchange rate

in March 2007). Five companies declined to giveinfation regarding their turnover:

Table 6.2: Turnover 2007

Turnover 2007 Percent
£318,000 or less 4%
£318,100 to £636,000 3%
£636,100 to £1,273,000 13%
£1,273,100 to £1,909,000 9%
£1,909,100 to £2,500,000 9%
£2,500,100 to £3,180,000 10%
£3,180,100 to £3,816,000 8%
£3,816,100 to £4,400,000 7%
£4,400,100 to £5,700,000 1%
£5,700,100 to £6,400,000 4%
£6,400,100 to £31,800,000 23%
£31,800,100 to £63,605,000 4%
£63,605,100 or more 5%
Total 100%
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The companies in this research are spread oveousiindustries in Iceland with

wholesale/retail and manufacturing being the largestors in this research, see table

6.3 below:

Table 6.3: Icelandic Companies segregated by Industs

Industries Percent
Wholesale/ Retail 33%
Manufacturing 18%
Publications/Printers/TV stations 8%
Banks/Insurance 6%
IT 6%
Car Dealers 4%
Tourist Industry and Hotels 4%
Bakeries/Restaurants 3%
Fishing Industry 3%
Agriculture 2%
Others 12%
Total 100%

Respondents were asked if their company was targeteards businesses or directly to
consumers. One of the findings from phase one hatstie majority of companies were
trading to both businesses and consumers, eveglihbey focused essentially on one

business form. Table 6.4 shows the result:

Table 6.4: Businesses vs. Consumers

Businesses Percent
Businesses 25%
Consumers 11%
Both but more to Businesses 42%
Both but more to Consumers 22%
Total 100%

140




The majority of companies were trading to both comsrs and businesses but targeting
businesses more. 25 percent were targeting bgsiseand 22 percent both but more to
consumers. Only 11 percent in this survey wereetarg consumers exclusively. The
marketing communications practises that these corepaitilised was quite different as
was established both in the literature and in plase of this research (Garber and

Dotson, 2002; Brassington and Pettitt, 2007).

The next question addressed the job position ofréspondents. It was found that 48
percent of respondents held the managing direatsitipn in their company. In 24
percent of cases the marketing manager answeresiitiiey whilst 12 percent held the
Sales and Marketing Manager position, see table 6.5

Table 6.5: Job Positions of Respondents

Position Percent
Managing Director 48%
Marketing Manager 24%
Sales and Marketing Manager 12%
Other Managers 15%
Total 100%

This result was anticipated as a majority of conggin this research are small with
few staff and the managing director is likely to the one who makes the marketing

decisions.

The findings for who is responsible for marketimgthe company are very similar to
those identifying job position. In 47 percent ofsea it was the managing director.
These results were expected and suggest that floy BISIES, the owner, entrepreneur

or the managing director makes most of the decdsiwithin the company (Burns,
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2001; Brassington and Pettitt, 2007). This suggpibre findings from the interviews in
phase one. Marketing Managers/Sales Managers spensible for marketing in 40

percent of cases, see table 6.6:

Table 6.6: Person Responsible for Marketing

Person Responsible For Marketing Percent
Managing Director 47%
Marketing Manager/Sales Manager 40%
Myself and Managing Director 2%
Other Managers 10%
Nobody 1%
Total 100%

The education levels of respondents were quitersiyewith all of them having some
form of further Education. The majority, 41 percemad studied for an undergraduate

degree and 23 percent had finished some form &fedacation, see table 6.7:

Table 6.7: Level of education

Education Percent
Advanced Level OR Equal Education 15%
Craft Education 23%
Undergraduate Degree 41%
Masters Degree 16%
Other 4%
Total 100%

Table 6.8 shows the approaches Icelandic SME coiepan this research base their
marketing communications budget on. These methadsadl well known within
marketing literature. 53 percent of respondendsedt they base their budget on the

objectives they want to reach. This method is simib objective and task method
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which focuses management attention upon the gohlshware to be accomplished
(Megginsonet al., 2003). It was found that 22 percent of respondeses] the all we
can afford method. This method does not have amkehar task orientation, it focuses
on what is left, after making an allowance for profis spent on marketing
communications. Another common approach is totlsetbudget at a level equal to
some predetermined percentage of past sales avennin this research 15 percent of
respondents used this method. Finally 8 percemtsted the same amount as last year
to make up their marketing budget. All these meshakcept the objective and task
method, ignore the market and do not take into waicavhat kind of campaigns and

projects companies are going to take on duringyéae (Kotler and Keller, 2006):

Table 6.8: Marketing Communications Budget

Market Communications Budget Valid Percent
Certain Percent of Turnover 15%
All We Can Afford 22%
Based On Objectives 53%
Same As Last Year 8%
Other 3%
Total 100%

Respondents were asked if they used any kind oketiag communications agency. It
was recorded that 40 percent of respondents usad\antising agency and another 18
percent used an advertising agency or some othegeti@y communications agency,
most often a media planning agency. However, 38gurof those who answered did
not use any agency which suggests that they dakignd planned their marketing

communications activities themselves, as was itledtin phase one, see table 6.9:
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Table 6.9: Communications Agencies

Agencies Valid Percent
Advertising Agency 40%

PR Agency 3%
Other Agencies, Media Planning, Direct Marketing %18
No Agency 39%
Total 100%

According to the literature, smaller companies wsere flexible marketing, and
marketing decisions are often made by the ownéh@managing director (Gilmoet

al., 2001; Verhees and Meulenberg, 2004). Thereforevas essential to ask the
respondents if their company had a marketing deyart and if their company
formulated a business and marketing plan. The rigglifrom this research support
previous studies in the area, because only 27 peafecompanies had a marketing
department, 67 percent formulated a formal busingls; and just 49 percent

formulated a formal marketing plan, see table 6.10:

Table 6.10: Marketing Department, Business Plan antfarketing Plan

Marketing Department Valid Percent
Yes 27%
No 73%

Formal Business Plan Valid Percent
Yes 67%
No 33%

Formal Marketing Plan Valid Percent
Yes 49%
No 51%
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Cross tabulation was used to see if any differeesésted between managers views in
companies with a marketing department and thoseowit It is though important to

note that only 27 companies in this survey haveagkating department.

It was seen that 82 percent of managers in companith marketing department
formulated a business plan, while 62 percent of mammres with no marketing
department did likewise. The results were quitiéedint for the next question. As
before, 82 percent of managers in companies withketiag department formulated
marketing plan and only 37 percent of managersompanies with no marketing

department, see table 6.11:

Table 6.11: Business Plan and Marketing Planz

Marketing No Marketing
Formal Business Plan Department Department
We formulate a formal
business plan 82% 62%
We do not formulate a
formal business plan 18% 38%
Marketing No Marketing
Formal Marketing Plan Department Department
We formulate a formal
marketing plan 82% 37%
We do not formulate a
formal marketing plan 18% 63%

Respondents were asked how much they would invesh@r marketing budget. As
company turnover figures vary, see table 6.2, & @xpected that the marketing budget

figures would reflect this. This was not the caseseen in table 6.12.
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Table 6.12: Marketing Budget 2007

Marketing Budget Percent
Nothing 11%
£31,800 or less 38%
£31,900 to 63,600 14%
£63,700 to 318,000 19%
£318,000 to 636,000 18%

This table shows that the majority of companies iaresting very little on their
marketing budget. It was also seen that 38 pem@ieobmpanies are investing £31,800
or less, 14 percent of respondents between £3B80&63,600 and 11 percent as little
as nothing.

When looking at the difference between companieth veind without marketing
departments a significant finding is discovered p&rcent of managers in companies
with a marketing department specify they investtopE318,000 on their marketing
budget whilst 80 percent of managers in companids wo marketing department state
the same. 50 percent of managers in companies avittarketing department invest
from 318,100 to 636,600 on their marketing budg#t dnly 7 percent of companies

with no marketing department do this, see tabl8:6.1

Table 6.13: Marketing Budget 2007 2

Marketing No Marketing
Marketing Budget 2007 Department Department
None 4% 13%
Up to £318.000 46% 80%
From 318.100 to 636.600 50% 7%
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As a number of managers in the first phase of ¢isearch had specified they exported
products and services abroad, the last questioedagie managers in this phase of the

research the same question, see table 6.14:

Table 6.14: Exportation

Export Abroad Valid Percent
Yes 24%
No 76%
Planning to Export Abroad Valid Percent
Yes 22%
No 78%

Of the companies, 24 percent had already startexkport their product and services
abroad and another 22 percent were planning tmdo the future. When investigating
the differences between companies with and witlhoartketing departments it became
clear that companies with marketing departmentsvaree likely to be exporting their
products and services abroad than companies withawrketing department, see table

6.15:

Table 6.15: Exportation 2

Export D“i%tﬁ:ﬁlgnt ngel\él:rrtﬁg Etg
Yes 41% 18%
No 59% 82%
Planning to Export D'\g?,i:ﬁg]lgm ngel\;;l:rrtl:ﬁglrﬁltg
Yes 37% 16%
NoO 63% 84%
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The findings from this section demonstrate the atiaristics of Icelandic SMEs. The
majority of respondents were working in small compa trading to both businesses
and consumers. Turnover figures were quite higln witer 30 percent of companies
with a turnover in excess of £6,400,000. Even thowgnover figures appeared to be
healthy, managers still invested a relatively huerdoinount on their marketing budget.
Companies with a marketing department investedyaifsiantly higher share of their
marketing budget than these without a marketingadepent. In accordance with the
literature, marketing decisions are made in mosesdy the managing director, based
on the objectives the companies set themselveserfising agencies were used in 40
percent of cases but almost the same percentagee(@ént) did not use any marketing
communications agency, which suggests that thesapaoies are using their
companies’ resources when planning, designing arahduwcting marketing
communications activities. Finally, 24 percent aimpanies were exporting their
products or services abroad which is a one peilogrdr figure than given in Johnson
and Turner (2003) for manufacturing SMEs which cetap internationally. A
noticeable difference was identified between comgmmwith a marketing department
and companies with no marketing department. Congsanith a marketing department

were more likely to export their services or praduabroad.

The following section will describe the findings roked from questions from the

marketing communications section of the questienagjuestions 1-9.

6.3 Marketing Communications
This section illustrates the findings from the nmenkg and marketing communications
element of the survey of questions 1-9 with théieradant sub-questions. The aim of

these questions was to identify the views andualtis of SME senior managers in
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Iceland towards marketing and marketing commurocatpractise. Some organisations
do not have the manpower to operate a marketingrttapnt but it could be argued that
those that do should place more emphasis on magketlative activities. Therefore the
next section will discuss the differences betweasemrises with and without marketing

departments.

Cross tabulation was applied in this section. bheotto avoid violating an assumption of
chi-square concerning the minimum expected celjdemcy which should be 5 or
‘strongly disagree’, the ‘strongly disagree’ antsatree’ options were grouped together
under the name ‘disagree’. Similarly the ‘stronglgree’ and ‘agree’ options were

grouped under the name ‘agree’ also (Pallant, 2007

This section comprises seven subsections which egduss relevant part of the
questionnaire, i.e., business environment, marggetimarketing planning, promotional

tools, information gathering, evaluation and figatharketing communications.

6.3.1 The Business Environment

The first four questions discuss the business enment of Icelandic SMEs. Carson et
al. (1995) identified that SMEs have little contal influence on the environment in
which they operate and therefore can find it difficco position themselves against
competitors. The situation could however be diffiér@ Iceland and companies could
be more influential because most of the companiesracro, small and medium sized.
Of 26,127 companies operating in the country in52@&B,863 were micro sized, 1,816

small, 366 medium and only 82 were large (Stasdtieland, 2009a).
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The findings from the first question reveal that thajority of Icelandic SME managers
consider their company to have guaranteed busirfidgs. numbered 81 percent of
managers in companies with a marketing departmeat7d percent of managers in

companies with no marketing department.

The second enquiry addressed competition and ifagens felt overwhelmed by the
competition they face. 22 percent of managers impamies with marketing a

department agree and specified that they are trigrgurvive against the competition
while 27 percent of managers in companies with acketing department agreed to the
statement. However, over 50 percent of managetih groups disagreed with this

statement which indicates they do not believe thaxye severe competition.

The third question addressed whether managersvbdliet was easy for new
competitors to emerge into the market. 33 percémhanagers in companies with a
marketing department agreed that it was easy fonpeditors to emerge while 38
percent of managers working in a company with noketang department agreed to the

same statement.

The last enquiry discussed the topic if customed tmuch choice of suppliers and if
they relied on these companies to supply their sieedihe results showed that 52
percent of managers in companies with a marketiagadment considered their
customers to have a limited choice of suppliersrafidd on them to supply their needs.
This figure is less for managers in companies wibhmarketing department with 38
percent of them believing their customers would @h them to supply their needs.

Further statistics are provided in table 6.16:
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Table 6.16: Business Environment

Business Environment Marketing Department No Marketing Department
Disagree Neutral | Agree Disagree | Neutral Agree

We have guaranteed business in a

relatively stable market 19% 0% 81% 18% 10% 72%

We are trying to survive against the

competition 59% 19% 22% 55% 18% 27%

We operate in a market where it is
relatively easy for new competitors to
emerge 56% 11% 33% 43% | 19% 38%

Our customers have limited choice of
suppliers and rely on our ability to supp
their needs 40% 8% 52% 49% 12% 39%

<

The results from these four questions show thatagens in Icelandic SMEs consider
themselves to have guaranteed business. The tyegtaie additionally that they do
not have to survive against the competition, whilplies that the competition they
face is not fierce. They also specify that it can difficult for new competitors to

emerge into the market. In addition, more than bélinanagers in companies with a
marketing department specified that their custorherge a limited choice of suppliers
and relied on them to supply their needs but tigsiré was only 39 percent for
managers in companies with no marketing departmeHbwever, there were no

significant differences in views on business enwment between managers in
companies with a marketing department and managersompanies without a

marketing department. The next subsection dissussmager’s views on marketing.

6.3.2 Marketing

The following four questions in the questionnaidm@ssed respondents’ attitudes
towards marketing. The use of marketing is oftensatered peripheral to many of the
small firms because it does not appear to havesmmyficant or immediate impact on
company performance (Carsat al., 1995). In addition their marketing activities,
which are often shaped and influenced by the oweetrepreneur or the managing

director, are often simple and spontaneous.
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Managers in companies with a marketing departmesatgdee more strongly with the
first statement which says marketing is of littleeuto the company because it has
guaranteed business. 81 percent of managers inasoespwith a marketing department
disagreed with this statement but 63 percent of agars in companies without
marketing department wording missing here. In aoldi23 percent agreed with the
statement compared to 19 percent of managers inpaols with a marketing

department.

The difference in responses is greater for the rsbcbatement. There, 92 percent of
managers in companies with a marketing departmisagceed with the statement that
they are doing fine without marketing and it is eapected to be of much use in the
future. Only 55 percent of managers in companieth wio marketing department

disagreed with this statement, while 18 percentewezutral and 27 percent agreed. 4
percent of managers in companies with a marketepadment were neutral and only 4

percent of managers agreed with this statement.

The third statement is supported by the majorityr@nagers in both groups. They
agreed that achievement of marketing goals invobxesybody in their organisations,

85 percent of managers in companies with a mardketgpartment agreed, 7 percent
were neutral and 8 percent disagreed. 71 perdemtanagers in companies with no
marketing department agreed with the statementpdrzent scored neutral and 17
percent disagreed.

The final statement discussed if marketing is ingoatrfor expansion and growth of the
company. 96 percent of managers in companies withreting department considered
marketing to be important for the expansion ofdbmpany whilst 4 percent believed it

not to be important. 82 percent of managers in @ngs with no marketing department
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agreed with this statement, 9 percent disagreedaaather 9 percent were neutral.

Statistics for these four questions are shown inlef6.17:

Table 6.17: Marketing

Marketing

Marketing Department

No Marketing Department

Disagree

Neutral

Agree

Disagree

Neutral

Agree

Marketing is of little use to this
company because we have guarante
business

bd
81%

0%

19%

63%

149

b 239

We are doing fine without marketing
and it is not expected to be of much U
in the future

92%

4%

49

559

The achievement of marketing goals
involves everybody in the organisatio|

h g

%

b%

%1

7 12%

71%

Marketing is important for expansion
and growth of the company

44

96

%

[¢

%

D% 8|

2%

The findings from these four questions reveal pasiviews about marketing but there

is a notable difference between responses of mamégen companies with marketing

a department and those without. The former appeaonsider marketing to be more

useful and important than

the latter.

The nexdtise will address the views of

managers regarding marketing planning.

6.3.3 Marketing Planning

The following four questions discuss marketing plag but as identified in section 6.2,

only around half of respondents had formulated &eteng plan. Carson (1995) stated

that it has been noted that SME owners/managere l@avimited knowledge of

marketing planning practices, and their planninglecision making is intuitive, loose

and unstructured as well as invariably short teAmthe same time they are able to

respond quickly to changes in the environment. Ay balf of the respondents in this

research had formed a marketing plan it was exgebts the findings from these four

guestions would manifest similar results.
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The first statement addressed how systematic thi&eatiiag planning process is within
SMEs. Only 18 percent of managers in companies &itiarketing department agreed
with the statement that the marketing planningcess is ‘ad hoc’ and not very
systematic while 32 percent of managers in comgawiéh no marketing department
agreed with the same statement identifying that tharketing planning is more loose

and unstructured than in companies with a marketegartment.

The second enquiry discussed whether marketing glalor most marketing initiatives
and activities to specific target groups. What wasealed was unexpected because as
previously mentioned above, it was suggested thdE Smanagers had limited
knowledge of marketing planning practise. Thisdiimg however indicated that 70
percent of managers in companies with marketingadeyent agreed with this

statement as did 56 percent of managers in companileout marketing department.

The third statement discussed financial/budgetanstaints that were identified as a
barrier to marketing and marketing communicatiorafises. Surprisingly, managers in
companies with a marketing department agreed muayagly with this statement, as 92
percent of these managers identified that finanooaistraints affected their company
marketing planning activities while only 72 perceftmanagers in companies with no
marketing department did.

The last question addressing how SMEs formulated tinarketing plan discussed if
the plan is able to accommodate unexpected oppbesiand threats. It was shown that
66 percent of managers in companies with markeainglepartment stated their
marketing plan is able to accommodate unexpectporamities and threats while 43

percent of managers in companies with no marketepgartment thought the same.
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Further information is given in table 6.18:

Table 6.18: Marketing Planning

Marketing Planning Marketing Department No Marketing Department

Disagree Neutral Agree Disagree Neutral Agree

In our company the marketing
planning process is ‘ad hoc' and
not very systematic 78% 4% 18%% 51% 17% 3P%

Our marketing plan tailors most
marketing initiatives and activitiep
to specific target groups 26% 4% 70% 23% 21% 56%

Financial/budgetary constraints
affect our company marketing
planning activities 0% 89 92% 15% 13po 74%

Our planning process is able to
accommodate unexpected
opportunities and threats 15% 19% 66% 2[1% 36% 43%

To sum up, the majority of respondents in this aede identified their marketing plan
as structured and tailored towards specific taggetips. These findings are difficult to
explain because 51 percent had previously spedifiegd did not formulate a marketing
plan. This inconsistency in answers may be duthéofact the respondents did not
understand one or more questions, or it could la tbspondents conducted these

things without necessarily identifying or concepiiag it as a marketing plan.

As suspected, managers in companies with a magkdgpartment were more able to
use a systematic approach in relation to markgilagning, tailor their initiatives and
activities and accommodate unexpected opportundies threats than managers in
companies with no marketing planning. Interestingigy also appeared to be more
affected by financial and budgetary constraints.e Tiollowing subsection will

subsequently discuss marketing communicationsiaesy
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6.3.4  Marketing Communications Activities

Question 3 addressed which specific marketing comications activities respondents
were using. Respondents were asked to identifpéncentages) how much they would

allocate to each promotional tool during the yez0&

Table 6.19 reveals the average percentage for efathe promotional tools and in
addition how many answered and used each prométionhas well as the number
who found it not applicable:

Table 6.19: Usage of each Promotional Tool (Averapye

Average in Total Not
Promotional Tools percentage | Answered Applicable
Newspaper 31 71 29
Magazine 13 63 37
Radio 16 40 60
TV 20 40 60
Cinema 4 12 88
Internet 8 39 61
Other material on the web 16 17 83
Outdoor 10 34 66
Leaflets/other promotional literature 16 61 39
PR 12 26 74
Events and festivals 9 43 57
Direct marketing 21 43 57
Trade shows and exhibitions 13 32 68
Sponsorship 7 22 78
Sales Promotions 7 20 80
Sales 18 26 74

This table illustrates that the promotional todiattreceive the largest proportion of
marketing budgets are newspapers (31 percentitdirarketing (21 percent) and TV
(20 percent). Radio advertising, other material e web and leaflets/other
promotional literature follow with an average of Aércent. Only 7 percent on average

is spent on sponsorship and sales promotions a&tdljpercent on cinema advertising.
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These findings suggest that apart from direct ntargeother material on the web and
leaflets/other promotional literature, companies pust using older, more traditional
advertising. Affirming this view, similar resultsene obtained from the interviews in

phase one of this research.

In question 4, respondents were asked to spedifeif had spent less, more or the

same on these promotional tools five years agae r&bkults are shown in figure 6.1:

Figure 6.1: Promotional Tools 2003 (compared to 2@)

More

B Similar

B Less

From this figure it appears that companies weragupiromotional tools in a similar
way five years ago. Nevertheless respondents w&rgy ueaflets more than now, 25
respondents identified they used leaflets more(632 Newspapers and magazines
showed similar results. As in 2008, the majorityegpondents were using, hewspaper,
leaflets and other promotional literature and direarketing to communicate with their
customers. It is interesting to compare this figwiéh how respondents think they
would invest in the future. Figure 6.2 shows thdfedence between usage of
promotional tools in 2008 and a projected five gdance:
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Figure 6.2: Promotional Tools 2013 (compared to 2@)

More
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This figure shows that while the majority of comanare going to invest similarly in
traditional advertising it seems that direct apphes may well increase, e.g. direct
marketing, leaflets and other material on the wiie Internet is potentially going to
increase the most. There will be further developshém technological innovation and
SMEs, as other business types, will be required réggspond to that. Other
communications activities purported to increas¢him future are other material on the
web, leaflets, PR, direct marketing and sales.dditeon, it seems like companies are
going to invest similar or larger amounts on thpsmnotional tools. Importantly, few

projected that they will invest less.

Question five gives an indication of the importartbat respondents perceive each

promotional tool to have, see figure 6.3:
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Figure 6.3: Importance of promotional tool
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This frequency figure reveals some interesting {30iAs some promotional tools are
rated as unimportant, e.g. cinema and sponsorstisales promotion it comes as no
surprise that these are the same communicatioths companies identified they would
use the least, see table 6.12. Magazines, outth@rtising and events are of limited
importance but the Internet and other material lo@ Internet are rated as quite
important. TV, radio and newspaper advertising seen as important but direct

marketing and leaflets were the most frequent éisden

The results corroborate what had previously beggesitigated in the literature. Direct
marketing has increased in importance due to tdogimal changes and changing
buying habits (Fill, 2005). At the same time, theditional assertive techniques such as
advertising have declined even though these teabsi@ppear to be still considered
important for SMEs from what was discovered in ttésearch. The next subsection

will discuss manager’s views on information gathegri
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6.3.5 Information Gathering

The next six questions addressed respondentsiddtttowards information gathering.
The results from phase one of this research shdhatdthe majority of respondents
were gathering information about their custome@n& companies collated customer
information and used CRM systems to store inforomatn order to enhance customer
service. Others were purchasing tracking studiesbtain information about how

customers perceive their company and/or their br&mgkancial and time constraints
were identified as the biggest barrier and sompamsdents specified that they did not
need to gather information about their customerthag had a relationship with them

already. Therefore, six questions were devisedhisrphase of the survey.

Gathering information is important for the majordfmanagers in this research, and it
did not appear to be relevant whether they worke@ icompany with a marketing
department or not, 86 percent specified that gatgenformation was important for

their marketing communications activities.

The next enquiry discussed CRM systems, howevestated in phase one of this
research, a number of companies were using CRMersgsto preserve information

about their customers. 58 percent of managers mpeoies without a marketing

department specified that CRM were significant tfogir companies whilst 78 percent
of managers in companies with a marketing depaitsed the same.

The third statement addressed external surveyper@nt of managers in companies
with a marketing department agreed that buyingraatesurveys was essential for their
company but only 48 percent of managers in compganith no marketing department

agreed that this was the case.
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The fourth enquiry discussed financial constraiisnagers interviewed in the first

phase of this research identified financial comstsaas a barrier towards marketing and
marketing communications practises. However, itrséke this does not apply here as
only 23 percent of managers in companies with niemgex department agreed with the
statement that financial constraints mean thatuneeys are bought about the subject of
how the customers perceive their products or sesvi@0 percent of managers in

companies with no marketing department agreed thélsame statement.

The fifth enquiry addressed a topic identified he first phase of the research. Several
managers had discussed that they did not have tteergenformation about their
consumers as they already knew them. The findshgsv that 32 percent of managers
in companies with no marketing department agreé we statement that they know
their customers and do not have to gather infoonaéibout them. However, only 11
percent of managers in companies with a marketiagadment agreed with the
statement and a surprising 78 percent disagreed mvitcompared to 51 percent of

managers in companies with no marketing departavbotdisagreed with it.

The last question about information gathering dised time constraints that as in
financial constraints were identified as barrieosvdrd marketing communications
practises. 30 percent of managers in companidsanmarketing department stated that
due to time constraints they were unable to ga#isemuch information about their
customers as they would have liked. 50 percent ahagers in companies with no
marketing department agreed with the same statent@nther statistics can be viewed

in table 6.20:
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Table 6.20: Information Gathering

Information Gathering Marketing Department No Marketing Department

Disagree | Neutral | Agree Disagree | Neutral | Agree

Gathering information about our
customers is important for our

marketing communications activitig) %) 7% 86% % 7% 86%

[
~

=

CRM systems are significant for ou
company to use information about
our customers 49 18% 78%0 11%% 31% 58%

Buying external surveys about how
our customers perceive our servicgs
or products is essential for our
business 119 11% 78%0 27V 25% 48%

Financial constraints mean that no
surveys are bought about how our
customers perceive our product or
services 62% 159 23% 46% 240 30%

We know our customers and we ddg
not have to gather information abodit
them 78% 11% 11%) 519 17% 32%

Because of time constraints we arg
unable to gather as much
information about our customers ag
we would like 48% 22% 309 25% 25% 5000

From these six questions regarding information gatly, it is evident from this part of
the research that SMEs managers in Iceland consiftgmation gathering as a really
important aspect of their marketing communicatioastivities. Additionally,
information gathering was more important to mangagercompanies with a marketing
department than to managers in companies withoet oA significant difference
between the two groups was on the topic of notirgmguinformation gathering about
their customers as they know them. It appearedniaamagers in companies without a
marketing department considered they knew theitooosrs whereas managers in
companies with a marketing department tended not to

Surprisingly, financial and time constraints wex@ perceived as significant barriers
towards information gathering as was implied in thist phase of this research, it
seemed however that managers in companies withamketing department considered
financial and time constraints as influential omithnformation gathering more so than

did managers in companies with a marketing departme
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The next subsection will discuss manager’'s viewshen measurement of marketing

communications effectiveness.

6.3.6 Measurement

The next nine questions examine measurement. d@hts from the first phase of the
research revealed that companies were not measumngugeting communications
effectiveness but instead only examined salesdigor collected information from their
sales people in order to establish if their marigetcommunications campaigns or

activities were showing effectiveness on not.

The first enquiry addressed whether evaluatinggperdance was an essential part of the
companies’ marketing planning process. 82 percémbhanagers in companies with a
marketing department agreed with this statement @hdpercent of managers in
companies with no marketing department did. Thsultewas quite different from the
result in the first phase of the research wheramaber of managers stated that they did

not attempt any measurement at all.

Managers were again asked if financial constraafiiscted their evaluations process.
Only 15 percent of managers in companies with &eterg department agree with the
statement and considered financial constraints lza@er which meant that little or no
evaluation of marketing communications activiti€suwrs. This figure was 26 percent

for managers in companies with no marketing depamtm

The fourth enquiry addressed whether managers amdpanies were regularly

monitoring and evaluating certain performance iattics. 78 percent of managers in
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companies with a marketing department agreed whth dtatement while only 53

percent of managers in companies with no marketepgartment agreed.

The fifth statement discussed whether managershiejt were doing enough evaluation
or if they felt they needed to more be rigorougwaluating marketing communications
activities. 74 percent of managers in companie$ w&itmarketing department agreed
with the statement while 67 percent of managersdampanies with no marketing

department agreed with it.

The next enquiry addressed if managers were colteetvaluative data. 86 percent of
managers in companies with a marketing departmedentified that collecting
evaluative data was essential for their companyobiyt 46 percent of managers within

companies with no marketing department believedsential.

Managers in the first phase of this research ifledtitime constraints as a barrier
towards marketing communications. Only 19 percémhanagers in companies with a
marketing department in this part of the researgreed with the statement that
constraints meant that little or no evaluation arketing communications activities
occurred while 34 percent of managers of companigsout a marketing department

agreed with the statement.

The final three questions addressed a topic idedtih the first phase of the research. A
number of managers had specified that the Icelandicket was so small that they
could easily get feedback from their customers. WVésked, 70 percent of managers in
companies with a marketing department agreed Wwithstatement against 77 percent of

managers in companies with no marketing departméfénagers were also asked if
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they could easily get this feedback from the stdese and did. 64 percent of managers
in companies with a marketing department agreeth Wits statement as against 73
percent of managers in companies with no markedggartment. The final statement
covered the view that was identified in the intews, that managers do not have to
evaluate their marketing communications practisesabse they have been in the
business for a long period of time and understahdtws effective and what isn’t. 73
percent of managers in companies with a marketiegadment agreed with this
statement as against 81 percent of managers in aweyp with no marketing
department.

The statistics for the above can be seen in taBlE 6

Table 6.21: Measurement

Measurement Marketing Department No Marketing Department

Disagree Neutral | Agree Disagree Neutral | Agree

Evaluating performance is an
essential part of our marketing
planning process 7% 11% 82p6 6% 19% 75%
Financial constraints mean that
little or no evaluation of
marketing communications
activities occurs 599 26% 15%0 456 29% 26%
We regularly monitor and
evaluate certain performance
indicators 1% 19% 789 17% 30% 536
We need to be more rigorous in
evaluation of our marketing

communications activities 15% 11% 74 6% 27% 6|7 %
Collecting evaluative data is
essential for this company 7% 7% 84% 20% 314% 46%

Time Constraints mean that little)
or no evaluation of marketing
communications activities occury 516 30%
We are so close to our market that
we get feedback from our
marketing communications
activities easily 15% 15% 70% 10% 13% 71%
Our company can easily get
feedback from the marketing
activities from the sales force 20% 16% 64% 12% 15% 73%
We have been in this business fp
a long time and we have a quite
good feeling what is working and
what is not 4% 23% 73% 6% 13% 816

[EnY

D% 30% % 36 34%

D S
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These findings contradict the findings from phase ;m many ways. It seems that the
majority of respondents take measurement and etn@tuseriously and want to be more
rigorous in evaluation of their marketing commutimas activities. Significant

differences exist between managers in companiels avimarketing department and
those without, especially in two instances. Theest@nts ‘We regularly monitor and
evaluate certain performance indicators’ and ‘Guiiey evaluative data is essential for
this company’ received greater support from marsagecompanies with a marketing

department than from managers in companies witimadketing department.

However, although the majority of managers claineythwant to evaluate their
company’s performance they also state that theyezmily get feedback about their
marketing communications activities from their saleam or other staff. In addition,
the majority state they have a reasonably goodnigdbr what is works and what
doesn’t. O’Donnekt al., (2002) states that the managing directors or preneurs of

SMEs form a personalised contact network (PCN) webple around them, which they
consult in the process of taking decisions. Thisledexplain why managers believe
they can get feedback easily or why they trustrtlieelings’. However, this can be a

dangerous practise as it ignores their customeeds and requirements.

The final subsection addresses manager’s viewsavkating communications

6.3.7 Marketing Communications

The final twelve questions discuss marketing compations activities. According to
Simpson et al., (2006) marketing communications activities in SMi&snd to be

spontaneous and opportunistic because decisiorgeasrally made by a single person,
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the managing director. Some SMESs outsource somés pafr their marketing
communications functions such as advertising desigth media planning but often,
because of financial constraints, have to underthlese aspects themselves. The
findings from phase one of this research reveated $maller companies often had
somebody within the company working on graphic giedbut when the companies

grew would then begin using agencies, especiale@iding agencies.

The first enquiry addressed whether companies megenting a consistent message in
all their marketing communications activities teeithtarget customers. According to
Kitchen and Schultz (1999) this is identified as thist stage of IMC paradigm where
companies bundle their marketing communicationwifies together in order to ensure
that they look and sound the same. 62 percent ofagexrs in companies with a
marketing department state they made sure theikehag communications activities
present the same message and 49 percent of cormpeitieno marketing department

said similar.

A more notable difference occurred in responseaheonext question where managers
were asked if they incorporated data sources iatongunications planning. While 62
percent of managers in companies with a marketiagadment agreed with the
statement only 20 percent of managers in compawitsno marketing department do
the same. It is at this stage, when marketing comications move from an inside-out
perspective to one of outside—in, and this begiitk ustomer value (Kitchen and De

Pelsmacker, 2004).

The next question addressed the issue of whetheragess monitored marketing

communications performance from a return on ansdtnaent perspective. However,
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because of their loose and unstructured methods caiducting marketing
communications activities it was not expected t8MEs would be able to invest
resources needed to monitor marketing communicatiperformance from a ROI
perspective. Surprisingly, 40 percent of managerscompanies with a marketing
department agreed with the statement but only I6epé of managers in companies

with no marketing department did.

Managers were then asked in the fourth enquiryhdytthought that one brand
personality and one voice in all their marketingnoaunications activities would
increase in importance in the future. Marketing ommications practises have changed
profusely in the last two decades with technoldgiceentions such as the Internet so
companies have had to adapt to new environmentder @o gain the attention of their
customers. 68 percent of managers in companies maitketing a department agreed
with this question with just 16 percent of managereompanies with no marketing

department in agreement.

The next question addressed outsourcing. SMEs ofted to outsource as they do not
have necessary and adequate resources within thpaty. The responses to this
guestion gave an indication as to whether SMEs hhaee financial resources to
outsource some of their required marketing comnatiuns activities to marketing
communications agencies or alternatively if theketacare of these activities
themselves. It appeared that companies with a rtiagkdepartment outsourced more
than those without, as 80 percent of managersifaihthat they would outsource their
marketing communications activities such as adsiaegi design and media planning to
specialists, whilst by comparison 67 percent of aggmns in companies with no

marketing department did this.
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The sixth question discussed time constraints astiored previously. 46 percent of
managers of companies with a marketing departmdmat have as much time as they
would have wished for marketing and marketing comications activities, as against

60 percent of managers in companies with no marfgetepartment who said the same.

Carson et at (1995) stated that if the volume ofkwio the company does not warrant
the recruitment of a specialist, the work would énvé be carried out by someone else,
e.g. by a consultant, a non-specialist or the owsfethe company. The next two

guestions aimed to address this topic. 50 percEmhamagers in companies with a
marketing department specified that they did neehenough specialists within the firm

and therefore they needed to outsource as againstrsent of managers in companies
with no marketing department. 62 percent of maragtated that their staff tended to
be generalist across all levels of marketing compations while only 34 percent of

managers in companies with no marketing departretéd the same. This lack of
resources for companies with no marketing departroeunld be the reason they are
unable to implement more integrated approachesnikeagers in companies with a

marketing department tend to.

The ninth enquiry addressed financial constrairstsmeentioned prior. 42 percent of
managers in companies with a marketing departmedt4d percent of managers in
companies without a marketing department identifieat they do not have sufficient
financial resources to undertake the marketing camaations activities they would

ideally wish to.
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The next two questions discuss exportation, asag @lear from the findings that some
companies were exporting abroad and also that sorapagers were following
extensively what was happening in their line ofibess elsewhere in the world. 67
percent of managers in companies with a marketegadment stated they monitored
what was happening in other countries and markedstizat they used this information
to adjust their marketing communications activitoeg only 50 percent of managers in
companies with no marketing department did thisp&&ent of managers in companies
with a marketing department specified that a sigarft proportion of their marketing
activities concerned international markets and dppdies whilst only 12 percent of

managers in companies with no marketing departiseadtthe same.

The final question concerned the strategic impagaof marketing communications.
Marketing and marcom is often considered peripher8MEs because it does not have
immediate impact on company performance but thissdwot seem to be the case in
Iceland. 89 percent of managers in companies withagketing department identified
that marketing communications was strategicallyartgmt for their company and 65

percent of managers in companies with no marketepgartment agreed.

The statistics can be seen in table 6.22 below:
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Table 6.22: Marketing Communications

Marcom Marketing Department No Marketing Department
Disagree Neutral Agree | Disagree Neutral Agree

Our company's advertising, PR, direct
marketing and sales promotions all
present the same clear, consistent

message to our target audience(s) 19% 19% 52% 29% 2% |2  49%
Our company incorporates data sour¢es
into communication planning 15% 23% 62% 56% 24% 20%

Our company monitors marketing
communications performance from a
ROI perspective 20% 40% 40%0 52% 32% 16%
The idea of presenting one voice and
one brand personality in all our
marketing communications activities
will increase in importance in the
future 16% 16% 68% 189 36% 46%0
We need to outsource some marketir]
communications activities, like
advertising design and media planning
to specialists 129 8% 80% 17% 16% 61%
We do not have as much time as we
would like for marketing and
marketing communications activities 27% 21% 46% 13% 27% 60%
We do not have enough specialists
within this firm, hence we need to

«

outsource 35% 15% 50% 22% 21% 51%
Staff in our company tend to be
generalists across all areas of marco. 15% 23% 2%  36% 30% 34%

We do not have enough financial
resources to undertake the marketing
communications activities we would
like 31% 27% 42% 279 32% 41%
We monitor what is happening in othg
countries and markets and use this
information to adjust our marketing
communications activities 15% 18% 67P0 20% 30% 50%
A significant proportion of our
marketing activities concerns
international markets and opportuniti¢s 56% 8% 36% 60% 28% 12%j
We consider marketing com to be
strategically important for our

company 0% 11% 89% 9% 26% 65%

=

The findings from this part of the research shouallyesignificant results. Companies
with a functional marketing department seem to bactsing more integrated
approaches then are found in companies with no etiatk department. These
companies do not seem to be practising some fortv@f but rather, they outsource
more, monitor what is happening elsewhere in theldvand export more than

companies with a marketing department. From theselts is seems that an important
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premise for SMEs is to employ and assign peopkentarketing department in order to

become more marketing oriented.

The final section offers a summary and conclustotiis chapter.

6.4  Conclusion

This chapter provides some significant results. Tmalings from demographic
information reveal that even though the majority coinpanies will have a healthy
turnover, they invested relatively small amountstlogir marketing budget; companies
with a marketing department though invested sigaiftly more than companies
without. In addition, companies with a marketingpaement were more likely to export

their services and products abroad.

The majority of Icelandic SMEs appeared to havaautaed business and competition
seemed not to be great, for either group. Managersidered marketing to be
important for their businesses, with managers mganies with marketing departments
offering greater support than managers in companiteut a marketing department.
In addition they were more able to use a systenagicoach in relation with marketing
planning, tailor their initiatives and activitiesnda accommodate unexpected

opportunities and threats than managers in compavith no marketing department.

SMEs managers in Iceland are using mostly tradatiomedia when communicating to
their customers, but direct approaches have ineteas importance. They consider
information gathering as a vitally important componh of their marketing

communications activities, take measurement antuatran seriously and want to be

more rigorous in evaluation of their marketing conmications activities, with a greater
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support from managers in companies with a markedigggartment. However, at the
same time, they state they can easily receive tedbabout their marketing

communications activities, from their sales forcother staff.

Managers in companies with a marketing departmeeingd to take marketing more
seriously and use more integrated approaches tharagers in companies without.
Surprisingly, financial and time constraints wes perceived as big barriers towards
marketing communications practises as was impirethe first phase of this research
but overall it seems that managers in companids natmarketing department consider
financial and time constraints as a more signifidarrier than managers in companies

with a marketing department.

These findings will be analysed further in chapeeght. The next chapter analyses

findings from the cultural element of this research
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Chapter 7

Culture and Marketing Communications

7.1 Introduction

This chapter reveals findings from the culturaltdrthis research. As identified in the
research’s first phase, companies that were outi@o#ing used more targeted
methods when communicating with their customerss Tinding was combined with
the Organisational Culture Assessment Instrumestrdeed in Cameron and Quinn
(1999) and it was hypothesised that these comparoel be characterised by market
and adhocracy culture as the core values of thekere types are external focus and
differentiation. The findings from phase one aidentified internal focus and ‘old
culture’ as a barrier towards marketing and manketommunications. From these
findings, four main hypotheses were formulateddescribed in chapter 4, and will be

investigated in this chapter.

As the findings in phase one specified that majarftcompanies that were identified as
outward looking were medium sized companies, it wasential to investigate the

differences between small and medium sized companie

This chapter will begin by identifying the cultupbot for Icelandic small and medium
sized companies in order to identify if any diffeces exist between these types of
companies. The hypothesis will be tested. Finalgre will be a summary and

conclusions drawn.
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7.2 Culture Plot for Icelandic SMEs

The aim of questions 10 to 15 was to investigagectiitural profile of the companies in
this research, and in order to see if any diffeesnexisted between small and medium
sized companies regarding their leadership and gament style which could explain
differences in marketing and marketing communiceti@ractices. However prior to
this, the average of these six questions was cadpaith figures from Cameron and
Quinn’s (1999) study as seen in figure 7.2. Camenod Quinn surveyed more than
forty thousand managers representing over one amousompanies. The majority of
the companies were U.S. firms but Western and EaBigropean, Canadian, South and
Central American, African, Australian and Asiamfs are also included in the data set

(Cameron and Quinn, 1999).

Figure 7.1: Comparison between 100 Icelandic comp&s and 1000 other

companies
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As seen, these culture plots are very differentigadacy culture is much higher within
Icelandic companies than with the comparison growph figures of 23 and 17
respectively. It is evident that Icelandic resportderate their companies more
adaptable, flexible and creative than the comparigmup. However, as this figure
shows a comparison between Icelandic SMEs and t06tpanies from all over the
world, it is understandable that some differencestex The clan culture for Icelandic
companies is a little higher than for the comparigpoup, 26 in contrast to 23.
Hierarchy culture scored high as well with 26 coneplato 25. The dominant culture
for the comparison group is market culture but tmnl/ scored 25 points with Icelandic
companies. Companies dominated by market culture Yoeused on transactions with
mainly external constituencies, including supplietsstomers, and contractors to create
competitive advantage. This seemed not to be thesfof Icelandic companies who
seemed to value organisational cohesion and consenand focus on internal

operations instead of external focus and orgawisatiseparation and independence.

As it is in SMEs nature to be flexible, creativeydabe able to respond quickly to
changes in the environment, it was expected thhb@dcy culture would be higher

than for the comparison group.

When analysis was carried out on this part of thkvey, i.e. questions 10 to 15, it
became evident that some respondents had not tma@rshe questions or the
explanation and the example given to help peoplespond to these items. Some had
therefore divided the 100 points equally betweasheaulture type which resulted in an
average score overall. Therefore, in order toimetalidity in the research the
researcher disregarded 43 responses and carriednoanalysis of the remaining 57

responses. Figure 7.2 reveals the findings betws®ll and medium sized companies
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as a significant difference between the two wastifled in the first phase of the

research:

Figure 7.2: Difference between Small and Medium Sed Enterprises

Now Preferred

50 50

Clan Adhocracy Clan Adhocracy
40 40

30 30

Red: Small Companies Red: Small Companies
Black: Medium Sized 10 Black: Medium Sized 10
Companies Companies

20 20

30 30

Hierarchy Market Hierarchy Market

The first culture plot on the left shows the cuddudifference between small and
medium sized companies. Firstly it displays tha¢ ttlan culture is a strong and
dominant force for both small and medium companidse culture plot for small
companies shows clan scoring 28, adhocracy 21, eh&8 and hierarchy 29 and
respective scores of 27, 23, 25 and 25 for medigedcompanies, based on number of
employees. Smaller companies are also strongeirafthy culture which is often the
dominant culture in larger companies where the Idegn concern is stability,
predictability and efficiency (Cameron and Quin@9%). However, in phase one of this
research, one manager, describe the ‘old’ cultarkis company as very hierarchical
oriented even though there were only 25 staff i ¢dompany. In addition, medium
sized companies focused on clan culture (like thaller companies) which could be
explained by the fact that staff in Icelandic comipa tend to feel quite equal and close

to one other in their daily work relationships (si&de, 2001).
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The culture plot on the right reveals how compampieser the organisation to operate.
The culture plot for small companies shows scofé6p22, 25 and 27 and for medium
sized companies, 28, 23, 25, 25 respectively. il culture is still a hierarchy model
for small companies and clan culture for medium games. However, market culture
is stronger here for smaller companies than irfiteefigure, implying that they would

like their company to be more competitive and mimeused on reaching goals and

targets.

A significant difference was identified in the piews chapter between companies with
or without a marketing department and it was neagst® investigate the culture plot

between small and medium sized companies, seefifyGr

Figure 7.3: Difference between Enterprises with anavithout a Marketing
Department

50

Clan Adhocracy
40

30

10
Red: Marketing Department

Black: No Marketing 10
Department

20

30

40

Hierarchy Market
50

There are several differences between companids avimarketing department and
those without. Companies with no marketing depantnaee more focused on internal
values, the score for clan culture and hierarchiucel here is considerable higher than

the score for companies with a marketing departm€tan and hierarchy culture
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portray internal values. Companies with a markettepartment scored higher in
adhocracy and market culture which on the othedhapresent external factors. As
these companies employ people that can focus oketnag, they are better able to
respond to their markets, and are dynamic, creatinkresult oriented companies. Their
focus is on external values, emphasising diffeagioins and rivalry, competing with

others outside their boundaries.

Meanwhile, managing directors are probably mostrofesponsible for marketing in

companies with no marketing department and astbgg several other responsibilities

and this appears derogative to their marketingtjses

To sum these findings up, smaller companies seerbeta@lominated by clan and
hierarchy culture. Hierarchy culture is not usya$sociated with small companies but
can be the dominant culture in small branchesgMzDonalds. Historically, hierarchy
culture has been the dominant culture in Icelacdimpanies. In the interviews it was
referred to as the “old culture” where people kmdvwat their roles were and did little
outside of that role, even though it might helprtkempany. However, clan culture and
hierarchy culture have internal focus and integratin common. These types of
companies are viewed as effective if they have baraus internal characteristics
(Cameron and Quinn, 1999). Cameron and Quinn @isoify that top managers tend to
have higher clan scores than those in the lowezldesf hierarchy, so that should be
taken into the account. Medium sized companiesesttee clan culture with small
companies but have higher adhocracy and markatreu#tnd lower hierarchy culture
ratings than smaller companies. Even though tleemmisignificant difference between
small and medium sized companies, it shows howthagrsmaller companies tend to

focus more on internal values than medium sizedpeones do.
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The figure that shows a difference between compgawi¢gh and without a marketing
department reveals a more marked disparity. Whidmpanies with no marketing
department focus on internal values (clan and fghyaculture), companies with a

marketing department have an external focus (adicg@nd market culture).

The following six figures reveal the six key dimems of organisational culture, or
each item of the Organisational Culture Assessrrattument (OCAI) (Cameron and
Quinn, 1999). These are organisational charadeEsjstorganisational leader,
management of employees, organisational glue,egiatemphasis and criteria of
success. Figure 7.4 shows the difference betweel amd medium sized companies

regarding organisational characteristics:

Figure 7.4: Organisational Characteristics

Now Preferred

50 50

Red: Small Companies Red: Small Companies
Black: Medium Sized 10 Black: Medium Sized 10
Companies Companies

30 30

ier:
50 50

The main culture for both small and medium sizethganies is the clan culture. For
small companies, the score reaches as high asl85t wdhocracy and market rate at
20 and hierarchy, 24. The score is lower for medgimed companies but it is still the
dominant culture. As stated previously, top manadend to give higher clan scores
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than others so these results should be viewed aaithion. Medium sized companies
have slightly higher adhocracy culture than smaltenpanies. This was anticipated for
both small and medium sized companies as adhoaaktyre is characterised by a
dynamic, entrepreneurial and creative workplacectviis similar to the characteristics
of SMEs. These results reveal that small companiespondents consider their
company as a personal place, where people sham af Ithemselves. However

managers want their organisation characteristitsetmme more competitive and result
oriented. The reason could be that as their corapagrow the need for a ‘family

feeling’ diminishes and the requirement for exténdationships and competiveness
increases. As the majority of respondents heldntheaging director position in their

company, it is understandable that they would whetr company to become more

result oriented.

Figure 7.5 reveals the organisational leadershipimvsmall and medium sized

companies:

Figure 7.5: Organisational Leadership

Now Preferred

Clan Adhocracy Clan Adhocracy

30 30

2

Red: Small Companies Red: Small Companies

Black: Medium Sized 10 Black: Medium Sized 10
Companies Companies

20 20

Hierarchy Market Hierarchy Market

This culture plot shows that the dominant cultumesmall companies is that of market

culture, but in fact all the plots are quite congtee with ratings of 25, 22, 28 and 25.
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The plot for medium sized companies reveals simdaults, with scores of 23, 24, 25

and 24 respectively.

However, when the figures for what respondentseprifeir culture plot to be are seen,
a clear shift is visible. Small companies’ dominaatture becomes hierarchy culture,
even though the plot is still similar, with ratingg 23, 20, 27 and 28. Medium

companies again show similar results as the custate with scores of 23, 24, 26 and

26 correspondingly.

The leadership styles within small and medium sizethpanies seem to annunciate

stability and control, where leaders are good coatdrs (hierarchy culture) and hard

drivers with result oriented (market culture) focus

The following figure 7.6 shows the culture plot faanagement of employees:

Figure 7.6: Management of Employees

Now Preferred

50 50
Clan Adhocracy Clan Adhocracy
40 40
30 30 N

Red: Small Companies Red: Small Companies
Black: Medium Sized 10 Black: Medium Sized 10
Companies Companies
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Red: Small Companies
Black: Medium Sized 10
Companies

These results show that hierarchy culture is thaidant culture for small companies,
with a culture plot of 26, 21, 19 and 35. This nsetrat the management style emphasis
within these companies is characterised by secuwftyemployment, conformity,
predictability and stability in relationships. @land hierarchy culture are the dominant
forces for the medium sized companies, culture with ratings of 28, 20, 19 and 28,

revealing participation, predictability and statlyilin relationships.

There is little difference between how respondsesetstheir company now and how they
would prefer it to be. Hierarchy culture is stiletmost prevalent culture but the score is
slightly lower than respondents rated for EmployBiesv, this was followed by clan
culture. This finding reveals that managers of ttall and medium sized companies
focus on internal values when managing their enmggsyand may tend to overlook
external factors such as competitiveness, achientenfmarket culture) and innovation

(adhocracy).

Figure 7.7 reveals the factors that hold compaoigsther:

Figure 7.7: Organisation Glue

Now Preferred

50

Red: Small Companies
Black: Medium Sized 10
Companies

Hierarchy Market 50 Hierarchy
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The result shows that the organisational glue é@andic small and medium sized
companies is based on clan and market culturen €ldure is the dominant culture in
smaller companies, followed by market culture, hesve market culture is the
dominant culture for medium sized companies, foldwby clan culture. For clan
culture, the factors that hold the organisationetbgr are loyalty and mutual trust,
additionally commitment to the organisation tendsun high. However, for market
culture the factors that hold the organisation tgeare the emphasis on achievement
and goal accomplishment. Aggressiveness and winaiagcommon themes. There is
little difference between the present and whataedpnts appear to prefer. The most

noticeable difference is that clan culture decrea$ightly for small companies.

These findings reveal that what holds smaller comgsatogether is loyalty and
participation which may not be unexpected in thgpes of companies. Medium sized
companies on the other hand had more external fecusemphases on reaching their

goals and achievements.

The following figure 7.8, displays the results ¢fagegic emphasis within small and

medium sized companies:
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Figure 7.8: Strategic Emphasis

Now Preferred

50 50

Clan Adhocracy Clan Adhocracy

2]
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Black: Medium Sized 10 Black: Medium Sized 10
Companies Companies

20 20

Market Hierarchy Market
50 50

This figure reveals that the dominant culture foral companies regarding strategic
emphasis is hierarchy culture; and alternativelfioadacy culture for medium sized
companies. According to these ratings, small congsa emphasise permanence
stability. Efficiency, control and smooth operasoare also important. The medium
sized companies emphasise the acquisition of nesourees and creating new
challenges. The innovation of new ideas and praspmedor opportunities are both

valued. Differences between what respondents’ ptestiation is and what they would

like it to be are minimal.

The difference here between small and medium sadpanies is that while small
companies have an emphasis on stability and tleatren of what they have, medium
sized companies are experimenting with new ideasan prepared to take risks in
order to gain a superior position. Again, small pames are focusing on internal
values (hierarchy culture) while medium sized conigs have an external focus

(adhocracy culture).

The last figure 7.9, reveals the criteria of susdes these types of companies:
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Figure 7.9: Criteria of Success

Now Preferred

50 50
Clan Adhocracy Clan Adhocracy
40 40
30 30

Red: Small Companies Red: Small Companies
Black: Medium Sized 10 Black: Medium Sized 10
Companies Companies

Hierarchy Market Hierarchy | Market

Small companies’ are dominated by hierarchy cultwhech defines success on the
basis of efficiency. Dependable delivery, smoothesiuling and low cost production

are critical. Medium sized companies are seen tddminated by clan culture, which

defines success on the basis of the developmertuofan resources, teamwork,
employee commitment, and concern for people, faidwlosely by hierarchy culture.

There is little difference seen between what thres@nt state is within the companies
and what respondents would prefer it to be. Theaht@y culture decreased slightly in
this area but clan culture for medium sized comggmnemains similar.

The above reveals that the criteria of successbfith small and medium sized

companies is focused on internal values, for smathpanies it is hierarchy culture

concentrating on retaining things as they are \ath cost production. Medium sized

companies’ criteria for success revolves arounchvgark, commitment and concern for

people.

These findings give an indication about culturesmall and medium sized companies.
It is worth considering again that the represeotetihere are of managers views only
and as Cameron and Quinn (1999) specified managedsto offer higher clan scores

than other people in companies they have investigat Small companies’ are
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dominated by hierarchy culture, emphasising stgfaind control whilst conversely it is
clan culture for medium sized companies, emphagisirared values and participation.
In general, both small and medium sized compam@emgo emphasise internal values,
with the exception of organisational glue and sget emphasis. There, small
companies highlight internal values, such as teatknand coordination, while medium
size companies underline external values, as exeedpby competitive action and
innovation. In addition, there is an implicatiororit phase one that respondents in
medium sized companies would like their companee$d more focused on market
culture, as in figure 7.3 which emphasises competind achievement of measureable

goals and targets.

It can be seen that this section has provided fgignt evidence regarding cultural
differences between small and medium sized compailiee subsequent section will
further this discussion on cultural difference aest the hypothesis identified in chapter

4 which is based on the findings from phase one.

7.3 Hypotheses testing

The results from the previous section revealeducalltdifference between small and
medium sized companies. Even though there are ralrdifferences between small and
medium sized companies, smaller companies seenote mward looking, choosing
stability and smooth operation while medium sizethpanies are aiming towards more
external focus, such as on growth, acquiring neseueces and competitive actions as
seen in figure 7.7 and 7.8, representing orgawisakiglue and strategic emphasis. This

may impact on the marketing communications actésithat these companies practise.
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The culture types that were identified as emphagisixternal focus were adhocracy
culture and market culture. It was hypothesised tmanpanies with high adhocracy
culture or market culture would use more targeteethaods when planning and
conducting their marketing communications (marc@uojvities, see hypotheses Hla

and H1lb.

Hla: The higher the adhocracy culture (B), the geedhe likelihood that SME senior

managers will use targeted approaches.

H1b: The higher the market culture (C), the greater likelihood that SME senior

managers will use targeted approaches.

Correlation analysis (The Spearman’s Rank Orderelairon) was used in this research
to describe the strength and direction of the limetationship between each culture
type (clan culture, adhocracy culture, market c¢eltand hierarchy culture and
marketing) and marketing communications variablésis analysis will show if there is

a positive relationship between variables, e.g.rwhbee variable increases the other
variable increases correspondingly. A negativetigiahip is seen when one variable
increases and the other decreases. As previoudechdpave revealed a difference
between small and medium sized companies this taitllshow results for both small

and medium sized companies based on number of gegso Table 7.1 shows the

results for hypothesis Hla and H1b:
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Table 7.1: Target Marketing

Target Marketing

Small Companies

Medium Sized Com

panies

A

B

A

B

C

1.The achievement of
marketing goals
involves everybody in
the organisation

-0.11

0.10

0.1

D2

-0.444

022 15D

0.055

-0.24(

2.Marketing is
important for

expansion and growtH
of the company

-0.134

0.11

0.14

b3

4

.198

6D

1 0.405

-0.273

3.0ur Marketing plan
tailors most marketing
initiatives and
activities to specific
target groups

0.051

0.00

0.0

p1

-0.7f03

.140.434**

0.240

-0.305

4.0ur marketing
planning process is
able to accommodate
unexpected
opportunities and
threats

0.149

0.418**

0.039

-0.376**

0.008

0.327

0.15¢

-0.431**

5.We regularly
monitor and evaluate
certain performance
indicators

0.060

-0.21

| -0.03

0.1

0.1

83 0.326*

0.080

-0.305

6.0ur company's
advertising, PR, direc
marketing and sales
promotions all presen
the same clear
consistent message t@
our target audiences

0.0§

.17

.p49

60

22 0.199

0.0369

-0.333*

7.0ur company
incorporates data
sources into
communication
planning

0.024

0.091

0.07

D

-0.11

[120.545**

0.248

-0.467**

8.0ur company
monitors marcom
performance from a
ROI perspective

0.04

-0.07

0.1;

2

.150

.0410.355*

0.000

-0.358*

9.The idea of
presenting one voice
and one brand
personality in all our
marcom activity will
increase in importanc
in the future

1%

0.014

0.20

b 0.14

D4

-0.])

75

012 0.167

0.060

10.Staff in our
company tend to be
generalists across all
areas of marcom

-0.15

0.081

0.1

D7

.109

152 0600

0.394

-0.049

11.We consider
marketing to be
strategically important
for our company

-0.368**

0.242

0.354**

-0.232

0.271]

0.047

-0.05

**Correlation is significant at the 0.01 level (2ied).
*Correlation is significant at the 0.05 level (2}eai).
The results that are significant are made bold
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The above table requires some interpretation. Thaxi¥ items refers to the various
marketing variables related to target marketinglstihe X-axis headings describes the
cultural type A (Clan) B (Adhocracy) C (Market) aBd(Hierarchy) for both small and
medium sized companies. In order for the hypothisise supported, adhocracy and
market culture need to show a positive significeelationship with the question or
variables on the left. This is identified by eitlmme * or two** which is equivalent to
correlation at either 0.05 or 0.01 level. For dmampanies only one question shows a
significant positive relationship with adhocracyltate (culture B). ‘Our marketing
planning process is able to accommodate unexpegieartunities and threats’ shows a
positive relationship (0.418**) This means that thigher culture B is more identified
with their marketing plan and is able to accommedatexpected events. The next
aspect to consider is the size of the value ofetation coefficient. This can range from
-1.00 (being negative) to 1.00 (positive). This uealindicates the strength of the
relationship between the two variables. Here, thrength of the relationship is
(0.418**) implying a medium strength. According @ohen (1992) small strength is
specified between 0.10 and 0.29, medium from (030.49 and large from 0.50 to 1.0.
Finally, the significance level has to be considefhis is identified in the table by a *.
This indicates how much confidence can be showherresults obtained. A correlation
significance level of 0.05 (identified with *) meathere is 95 percent confidence in the
result obtained and, 0.01 (identified with a **) ams there is 99 percent confidence in

the result. As seen, the correlation for this tjoess at a significant level of 0.01.

Question 11 question shows positive a relationsliip market culture (culture C). The
higher market culture is, the more managers in Iscomhpanies consider marketing to
be strategically important for their companies. Btrength is medium (0.354**), at a

statistically significant level of 0.01.
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Variable 4 shows a negative correlation with hielngr culture (culture D). This

demonstrates that as hierarchy culture increases,ldss likely is the marketing
planning process able to accommodate unexpectedrtopities and threats or vice
versa. As hierarchy culture decreases, the moetylik is that the marketing planning
process is able to accommodate unexpected oppietirand threats. The strength

rating is mediun{-0.376**) with a significant level of 0.01

Variable 11 shows negative correlation with clatture (culture A). As clan culture
increases the less likely are companies to consideketing strategically important for
the company or vice versa. The strength is meduB868**) with a significant level of

0.01.

The findings for medium sized companies are intargsand worthy of further
investigation. Four variables, 3;5,7 and 8 showitpwas correlations with adhocracy
culture (culture B) but no correlation between Wiaeiables and market culture (culture
C). The first variable: ‘Our marketing plan tagomost marketing initiative and
activities to specific target groups’ shows postsorrelation with adhocracy culture,
the strength is medium (0.434**) at a significaavél of 0.01. The second variable
manfesting positive correlation with adhocracy ardtis: ‘We regularly monitor and
evaluate certain performance indicators’. The gfifenis medium (0.326*) at a
significant level of 0.05. The third variable diaping positive correlation with
adhocracy culture is: ‘Our company incorporatesadsturces into communications
planning’. In this case the strength is medium4B*%) at a significant level of 0.01.

The final question showing positive correlation lwiadhocracy culture is: ‘Our
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company monitors marcom performance from a ROI geatsve’. As before, the

strength is medium (0.355%*) at a significant leo£0.05.

Four variables, 4.7.8 and 9 show negative cormlawith culture D. These are ‘Our
marketing planning process is able to accommodaexpected opportunities and
threats’, ‘Our company’s advertising, PR, directrketing and sales promotions all
present the same clear consistent message to et @udiences’, ‘Our company
incorporates data sources into communications pighrand lastly ‘Our company

monitors marcom performance from a ROI perspective.

Hypothesis Hla was not supported even though soammbles show significant
correlation between variables and adhocracy culitukure B). These findings though
offer an indication that companies with high adlaggr culture use more targeted
marketing communications approaches than other aaorap, especially for medium
sized companies. Hypothesis H1lb is not supportedy one variable for small
companies shows a positive correlation with maddture (culture C). However, it
appears that hierarchy culture can be a barrierafdsv more target marketing
communications approaches, as four variables shegative correlations with

hierarchy culture (culture D).

The next two hypotheses merged as well from thalteesr phase one. Respondents that
came from outward looking companies were lookingltgrnative methods to measure

their marketing communications activities. Therefthe hypotheses were:

H2a: The higher the adhocracy culture (B), the geedhe likelihood that SME senior

managers will be measuring the effectiveness af th@com activities.
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H2b: The higher the market culture (C), the greattee likelihood that SME senior

managers will be measuring the effectiveness af th@com activities.

Table 7.2 shows the results for hypothesis H2aHi2ial

Table 7.2: Measurement

Measurement of Employees

Small Companies Number

Medium Sized Companies
Number of Employees

A B C

A

B

C

1.Evaluation of performancg
is an essential part of our
marketing planning process 0.086 0.090

223 0.098

0.232

0.03]

-0.15

2.We need to be more
rigorous in evaluation of our
marketing communications
activities 0.112 0.023

0.01B

-0.04

0.0

10

-0.1

66 .000

0.048

3.Collecting evaluative data
is essential for this companyj -0.007  0.1j05

0.053

148

0.031

0.293

0.02

-0.24

**Correlation is significant at the 0.01 level (2ied).
*Correlation is significant at the 0.05 level (2}ea).
The results that are significant are made bold

As seen in this table, neither hypothesis is supdorThis indicates there that no

relationship between the variables or the questiamd the different culture types.

The third hypothesis concerns information gatheriftge companies that were outward

looking were gathering information about their sakesing tracking studies and Top of

Mind surveys. Therefore 2 hypotheses were devetoped

H3a: The higher the adhocracy culture (B), the geeahe likelihood that SME senior

managers will be gathering information about thailstomers.
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H3b: The higher the market culture (C), the greater likelihood that SME senior

managers will be gathering information about thailstomers.

Table 7.3 shows the results for hypothesis H3aH81ul

Table 7.3: Information Gathering

Information Small Companies Medium Sized Companies
Gathering Number of Employees Number of Employees

A B C D A B C D
1.Gathering

information about our
customers is importan
for our marcom

activities -0.337** 0.125| 0.325*| -0.190 -0.009 -0.011 0.05B -0.034

2.Customer
Relationship
Management (CRM)
systems are significang
for our company to
use information about
our customers -0.08p 0.098 0.087 -0.086 -0.p70 |09 0.109 0.006

3.Buying external
surveys about how ou
customers perceive
our services or
products is essential
for our business -0.25¢ 0.195 0.1p1  -0.0530.366* -0.108 0.449** 0.155

**Correlation is significant at the 0.01 level (2ied).

*Correlation is significant at the 0.05 level (2kai).
The results that are significant are made bold

The first item shows a positive correlation withltawe C for small companies,
‘Gathering information about our customers is imt@ot for our marcom activities.’
The strength is medium with a significant levelOa®5. The same variable shows a
negative correlation with culture A, clan cultuidere, the strength is medium with the
significant level at 0.01. One variable shows pwsitcorrelation with culture C for
medium sized companies, ‘Buying external surveysuabhow our customers perceive

our services or products is essential for our lssni The strength is medium here with
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a significant level at 0.01. The same variable shegative correlation with culture A,

clan culture. There the strength is medium at thgnisicant level at 0.05.

The hypothesis H3a is not supported as no coiwalatas identified between variables
and culture B. However, there is a correlation leefmvone variable for small companies
and one for medium sized companies and cultureThis indicates that for small
companies with high market culture, gathering infation is important for their
marketing communications activities. For mediunzedi companies with high

marketing culture, buying external surveys is esakfor the business.

Previous findings also showed that some of thesganies were linked directly to

companies abroad, had started export activitiesdrgathered information abroad

relevant to their business.

Therefore, the following two hypotheses were foraed:

H4a: The higher the adhocracy culture (B), the geedhe likelihood that SME senior

managers will be outward looking in terms of the@arketing communications

activities.

H4b: The higher the market culture (C), the greater likelihood that SME senior

managers will be outward looking in terms of tha@arketing communications activities

Table 7.4 shows the results for hypothesis H4atdal
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Table 7.4: Exportation

Small Companies Medium Sized Companies
Exportation Number of Employees Number of Employees
A B C D A B C D

1.We monitor what is
happening in other
countries and markets
and use this info to
adjust our marcom
activities -0.145 0.168 0.09f -0.162 0.1p9 0.399* 0.166| -0.544**
2.A significant
proportion of our
marketing activities
concern international
markets and
opportunities -0.034 0.319* 0.086 -0.284* -0.017| 0.405* -0.042 -0.379*

**Correlation is significant at the 0.01 level (2ied).
*Correlation is significant at the 0.05 level (2Hsi).
The results that are significant are made bold

Hypothesis H4a is supported, especially for medaimed companies. The higher the
adhocracy culture is, the more likely are mediuzedicompanies to be monitoring
what is happening in other countries, as well asigmificant proportion of their

marketing activities concerning international maskand opportunities. There is a
negative correlation between those two variablesctture D, hierarchy culture which
identified that companies with a high culture D aad following what is happening

elsewhere in the country and their marcom actwittho not concern international

markets and opportunities, or vice versa. Hypashiddb is not supported.

According to the literature, SMEs are more flexillgheir marketing communications

activities, and more likely to be less formal am$touctured.

On the OCAI figure, one dimension differentiatefeetiveness criteria that emphasises
flexibility, discretion and dynamism from criterthat emphasises stability, order and
control. The culture types that illustrate flekiyi are the Clan culture (A) and the

Adhocracy culture (B).
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H5a: The higher the clan culture (A), the greatee tikelihood that SME senior

managers will adopt a flexible marketing communara approach.

H5b: The higher the adhocracy culture (B), the geedhe likelihood that SME senior

managers will adopt a flexible marketing communaa approach

Table 7.5 shows the results for hypothesis H5aH#btul

Table 7.5: Flexibility

Small Companies Medium Sized Companies
Flexibility Number of Employees Number of Employees
A B © D A B © D
1.In my company the
marketing planning
process is ad hoc and
not very systematic -0.12p -0.041 -0.1p9 0.401 6D0.p -0.358* -0.032 0.506**

2.We need to
outsource some
marcom activities like
advertising design anfl
media planning to
specialists 0.10( 0.03p -0.198 -0.0¢0 -0.045 0.p80 0.160 -0.082

3.We do not have
enough specialist
within this firm-

hence we need to
outsource -0.011 0.07p 0.0Q0 -0.049 -0.176 -0.p24 .064) 0.113

**Correlation is significant at the 0.01 level (2ied).
*Correlation is significant at the 0.05 level (2}eg).
The results that are significant are made bold.

Neither hypothesis is supported. There is no pesielationship between culture A, or
B and the variables or questions. However, thegenggative correlation between one
variable and culture B, adhocracy culture. ‘In sgmpany the marketing planning
process is ad hoc and not very systematic’ is megjgtcorrelated with culture B which

implies that when culture B rates higher, the mbkely is it that the marketing
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planning process is systematic. However, there pogtive correlation between this
same variable and culture D, hierarchy culture Whidicates that the more prevalent

the D culture becomes, the more ad hoc is the riagkplanning process.

Small and Medium Sized companies often experierm@mestime and financial
constraints because they lack adequate resourdes.i§ both supported with the
findings from phase one and also previous litemturherefore two hypotheses were

formulated:

H6a: The higher the clan culture (A), the greatee tikelihood that SME senior
managers will face financial and time constrairggarding their marketing

communications activities.

H6b: The higher the adhocracy culture (B), the geedhe likelihood that SME senior

managers will face financial and time constrairggarding their marketing

communications activities.

Table 7.6 shows the results for hypothesis H6aHtul
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Table 7.6: Financial /Time Constraints

Financial/Time
Constraints

Small Companies
Number of Employees

Medium Sized Companies

Number of Employees

A B C

A B

1.Financial constraint$

affect our company’s
planning activities

b

-0.041 0.107

0.01

.A1B5

-6.13  0.344*

0.233

-0.264

2. Financial
constraints mean that
no surveys are bough
about how our
customers perceive
our product or
services.

0.144 0.184

-0.01

.24 .00®

0.325

3.Because of time
constraints we are
unable to gather as
much information
about our customers
as we would like

-0.098 0.397**

0.222

-0.215

-0.164

-0.037

0.04

0.0

4.Financial constraint
mean that little or no
evaluation of marcom
occurs

0.086 0.099

0.09

6 -0.16

222

D

00 0.256

5..Time constraints
mean that little or no
evaluation or marcom
occurs

-0.018 0.161

0.06

1 -0.14

-0.095

D

18 0.112

6.We do not have as
much time as we
would like for
marcom activities

-0.05 0.133

0.04

10

.044 0.144

0.057

0.01

7.We do not have the
financial resources to
undertake the marcon
activities we would

=

like

0.093 0.101

0.073

-0.305*

-0.049 -0.135

-0.15]

0.15

**Correlation is significant at the 0.01 level (2ied).
*Correlation is significant at the 0.05 level (2}ea).
The results that are significant are made bold.

There is no support for the hypothesis H6a. Howetleare is one variable for small

companies that shows a positive correlation witltuce B. This is the variable 3

‘Because of time constraints we are unable to gatsemuch information about our

customers as we would like’ which means that sncalinpanies with culture B,

adhocracy culture experience time constraints aadrerefore not likely to gather as

much information about their customers as they wolike. There is a negative

correlation between culture D and variable 7, ‘V\dendt have the financial resources to
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undertake the marcom activities we would like’ andture D. This implies that the
higher the culture D is, the more financial researcompanies have in order to
undertake the activities they would like or vicersae Variable 1 shows a positive
correlation with culture B for medium sized compemi It seems that marketing
planning activities with companies with high B cuét are affected by financial

constraints. The strength is medium with a sigaifice level at 0.05.

One of the main findings from phase one was theodisry of what respondents

referred to as ‘old’ culture. Companies affectedHtoy ‘old’ culture emphasised internal

focus. On the OCAI framework, the Clan culture (@)d Hierarchy culture (D)

emphasis is on internal relationships.

Two hypotheses were developed:

H7a: The higher the clan culture (A), the greatee tikelihood that SME senior

managers will maintain an ‘old’ culture view on rkating/marketing communications.

H7b: The higher the hierarchy culture (D), the gieathe likelihood that SME senior

managers will maintain an ‘old’ culture view on rkating/marketing communications.

Table 7.7 shows the results for hypothesis 7a &nd 7
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Table 7.7:'0ld’ Culture

Small Companies Medium Companies
‘Old’ Culture Number of Employees Nr of Employees
A B C D A B C D
1.We are doing fine without marketing
and it is not expected to be of much usp
in the future 0.049 0.011 -0.045 0.083 0.043 -0.PGA.206| 0.380*

2.We know our customers and we do not
have to gather information about them 0.140 -0.150.049( -0.020, 0.113 0.00p -0.135 0.0p4

3.We are so close to our market that wg
get feedback from our marcom activitie
easily 0.022| -0.281* | -0.038| 0.171] -0.03¢ 0.048 -0.016 -0.0p4

[

4.0ur company can easily get feedbac
from our marcom activities from our
sales people 0.13¢%  -0.2d3 0.0L3 -0.002 -0.l120 O0}1€b6152| -0.178

5.We have been in this business for a
long time and we have quite a good
feeling what is working and what is not 0.0p1 -®13-0.009| 0.000 0.07% -0.076 -0.082 0.037

**Correlation is significant at the 0.01 level (2ied).
*Correlation is significant at the 0.05 level (2kai).
The results that are significant are made bold.

Hypothesis H7a is not supported. Only one variabl@ews a positive correlation with
culture D, ‘We are doing fine without marketing aibds not expected to be of much
use in the future’. This implies that the highee ttulture D, the better the company is
managing to function without marketing. One vamalBhows a negative correlation
with culture B, ‘We are so close to our market that can get feedback from our
marcom easily.” As this is a negative correlatibrmieans that companies with high
culture B consider themselves not close to theirketa and feel they cannot get

feedback from their marcom activities easily oreviersa.

The last two hypotheses are related to culture stadle environment. The findings
from the first part of the research identified tlagt companies grew bigger the more
stable they found the business. The trend for t8AKs companies tend to gravitate

toward en emphasis on the hierarchy and markeaireutype as they grow.
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H8a: The higher the market culture (C), the gredher likelihood that SME senior

managers see their environment as more stable.

H8b: The higher the hierarchy culture (D), the tgedhe likelihood that SME senior

managers see their environment as more stable.

Table 7.8 shows the results for hypothesis 4a &nd 4

Table 7.8: Business Environment

Business Small Companies Medium Sized Companies
Environment Number of Employees Number of Employees

A B © D A B © D
1.We have

guaranteed business
in a relatively stable
market 0.379** -0.032| -0.408** 0.006 0.038 -0.154 -0.108 0.082

2.We are trying to
survive against the
competition -0.013 -0.103 0.001 0.046 -0.172 -0.099 0.251 -0.051

3.We operate in a
market where it is
relatively easy for
new competitors to
emerge -0.235 -0.23y 0.142 0.215 0.012 -0.p22 40|13 0.295

4.0ur customers have
a limited choice of
suppliers and rely on
our ability to supply
their needs 0.20( 0.08D 0.003 -0.143 0.019 0247 .1550 -0.101

5.Marketing is of

little use to this
company because we
have guaranteed
business 0.168 -0.239 -0.248 0.178 0.185 -0.264.352* 0.308

**Correlation is significant at the 0.01 level (2ied).
*Correlation is significant at the 0.05 level (2kai).
The results that are significant are made bold.

Neither hypothesis is supported. On the contrageems that the higher the market
culture (culture C) is, the less likely small coms are of having guaranteed business
or vice versa. However, the higher the clan calt@culture A) is within small

companies, the more likely they are to have guasghbusiness. For medium sized
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companies, only one variable shows a negative ledioa with culture C. This implies
that the higher market culture (culture C) is, there they consider marketing valuable

because they do not have guaranteed business.

To sum these findings up, it appears that majaritthe hypotheses are not supported.
However, some significant findings have emergedftbe hypotheses tested. Medium
sized companies with high adhocracy culture (cal®) are more likely to use more
targeted approaches when communicating with thestommers. Not only are these
types of companies, monitoring and evaluating aeqparformance indicators they are
monitoring marcom performance from an ROI perspectiThey are monitoring what
is happing elsewhere in the word and a significargportion of their marketing

activities concern international opportunities.

Hierarchy culture (culture D) seems to be the batowards marketing and marketing
communications activities as it was always negétiwerrelated with the variables.
Companies with high hierarchy culture are operativel without marketing, their
marketing planning is ad hoc, and they do not noonithat is happening elsewhere in
the world. They do not try to bundle their markgtsommunications activities together.
It is possible to reverse this finding and intetptieat companies with low high
hierarchy culture are using marketing, their mangplan is systematic and that they

do monitor what is happening elsewhere in the world

Market culture (culture C) does not get the sanppsrtt as adhocracy culture (culture
B), however, medium sized companies with high mackéure are likely to be buying
external surveys. Marketing is not only of some usethese companies, it is

strategically important.
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Clan culture (culture A) or clan culture, is negealy correlated with the variables and
for the majority of the variables is not correlat@dall. Small companies with high
culture A do not consider marketing as strategycatiport for them, nor is gathering
information about their customers seen as esseiftialse companies enjoy guaranteed

business in a relatively stable market.

Therefore, even though all the hypotheses havéeet supported, these findings show
that companies with high internal focus, and palédy hierarchy culture, find

marketing and marketing communications practicess lenportant than adhocracy
culture in particular which shows by far the moatget marketing and marketing

communications approaches.

7.4  Conclusion

This chapter has discussed the findings from theestigation into organisational
culture aspect of the research. Firstly, it wasntb that adhocracy culture measures
higher in Icelandic SMEs than in the comparisonugrof 1000 companies from the

Cameron and Quinn (1999) data set.

In general, both small and medium sized compamgshasised internal values. Small

companies’ dominant culture was hierarchy cultuhgsv alternatively clan culture was

predominant in medium sized companies.

Finally, even though the majority of hypotheses evaot supported, the findings

indicated that hierarchy culture can act as bamogrards marketing and marketing
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communications activities while adhocracy cultuoe, the other hand, can act as a

driver.

The next chapter will analyse the findings from th&erviews and questionnaire and

compare and contrast them with the relevant liteeat
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Chapter 8

Analysis of Research Phases 1 and 2

8.1 Introduction

This thesis has provided understanding of marketorgmunications practises in SMEs
in Iceland and how organisational culture can affetarketing communications
practises. The preceding chapter presented thengadrom the cultural element of this
research. This chapter will compare the empiricalihgs of the two research phases to
those of the literature review in order to meetdiierall aim of this research which is to
explore the emergence, relevance and applicabilitgf  marketing
communications/Integrated Marketing Communicatiaits Icelandic SMEs through a

culture lens. Three objectives were originally ded:

1. To explore the current perceptions of SME managémeh regard to the
perceived importance and application of marketimigimunications practises

and more specifically IMC.

2. To identify barriers to the use of marketing comioations and more

specifically IMC.

3. To examine the extent to which marketing commuiocatpractises in IMC

SMEs are affected by organisational culture.

Hence, this chapter covers three sections. The $estion discusses the current

perceptions of SMEs management regarding markemmgmunications practises and
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specifically IMC, its significance and applicatiormd barriers towards marketing
communications practises. The next section the idvarrtowards marketing
communications and specifically IMC. The final sec will discuss the extent to
which marketing communications practises in Icelen&MEs are affected by
organisational culture, how managers perceive thgarosational culture in their
companies and the similarities and differences betworganisational cultures in small

companies versus medium sized companies.

8.2 Importance and application of marketing commurcations practises

The empirical findings of the first phase reveathdt managers consider marketing
communications to be important and beneficial fogit company, and additionally
believed it would become even more important inftliare. This was supported in the
second phase of the research where managers amuakici@rcom to be strategically
important for their companies, this was especially with managers working in a
company employing a marketing department. Respusdeiews on marketing were
similar. The majority of respondents identified tthaarketing is important for
expansion and growth of the company. However, 2icgme of respondents in
companies with no marketing department considerackaiing not to be of use and
further did not expect it to be of much use in tineire, the ratings for respondents in
companies with a marketing department stood atrdepé These findings contradict
Stokes’ (2000) findings, as he states that ownaragers tend to give marketing a low
priority compared to other functions of their bwesa. In this research however, 65
percent of managers in companies with no marketemgartment stated that marketing
communications was strategically important for theompany which demonstrates

strong commitment to marketing and marketing comnations practises.
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The Icelandic business environment is in many wayque. The population of Iceland
is small and companies are in relatively small nerapwith sometimes only a few in
the same sector. However, as respondents in tee fitase of the research stated,
competition is increasing and therefore marketioghmunications will increasingly
become more important. The findings from the sequmase contradicted the findings
from the first phase in that a majority of respamdespecified they had guaranteed
business, and only 27 percent of respondents inpaomas with no marketing
department considered themselves as having toveuagainst competition. Carson
(1995) stated that SMEs often had problems positgorthemselves against the
competition, but it seems that Icelandic SMEs afferént. The possible reason may be
that because the market is small with few companiesich sector, the characteristic of
SMEs do not apply. Medium sized companies can thexean some ways have the
characteristics of large companies. However, Itflsearch is to be found in this area

and therefore these findings may augment the lieza

Findings from the first phase of this research gebthat SMEs in Iceland are using
mostly traditional media, such as advertising, Whsapports the literature on marketing
and marketing communications practises (Caetal.,1995; Hausmann 2005). Similar
results were identified in the second phase witn élxception of direct marketing.

Direct marketing achieved on average 21 percenhefmarketing budget; in the 43
cases in which it was used. However, it seemsth®ausage of promotional tools had
changed significantly as respondents specifiedfihatyears ago (2003) they used more
direct approaches such as leaflets and other pronadtiterature. In five years’ time

(2013) they identified they would use the Interaetl other material on the web a more
than they are doing now. Icelandic SMEs are slomlgving towards using online

media. From 2006-2008 the percentage of peoplegusiternet commerce was 36
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percent but the figure dropped to 29 percent tlaary(Statistics Iceland, 2009b).
Nevertheless, 86 percent use the Internet to sdarahformation about products and
services and therefore it is important for SMEsdmmunicate with consumers through
this method. Some SMEs worldwide have taken fullamtihge of the Internet which
can give them the opportunity to compete intermatily (Johnson and Turner, 2003)
Managers in small companies tend to use promotimuwdd they have more experience
of (Carsonet al., 1995; Hausmann 2005). This could be the reason mdyagers in

SMEs in Iceland have not taken full advantage @f khternet in their promotional

activities. It does however appear that this imgdo change over the next five years.

Majority of managers participating in the first gleaof this research identified that their
marketing budget decisions were based on pastiexgeror on what they could afford.
However, this was not supported in the second pbb#ee research where over half of
respondents identified they based their budgetlmpactives they had set for the year.
These contradictory findings could be a resulthef different questions types. In the
first phase respondents had to answer without énefii of a list to choose from which
the respondents in the second phase of the reskadctBlois and Carson (2000) stated
that entrepreneurs do not necessary need struahddrameworks but will perform

decision making in their natural, informal way.

Gathering information about consumers was ideutifs important in both phases of
this thesis. Furthermore, from the second parthef tesearch, it became clear that
managers in companies with a marketing departmensidered CRM systems and
buying external surveys as being more essential thanagers in companies with no
marketing department. The latter group as well mase affected by time and financial

constraints in relation to information gatheringhe$e findings enhance the existing
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literature as information gathering in small compans usually through networks of
contacts, gathered informally and interpreted peesonal way (Carson 1993, Blois and

Carson, 2000, Stokes 2000).

From phase one of this research it was evidenttiaaiagers were not spending time or
effort on measurement. A number of managers spédfiey would use sales figures as
an evaluation tool, others stated they did not needneasure. The majority of
respondents in the second phase of the reseateld $it@t evaluating performance was
an essential part of their marketing planning psscélowever, there was a clear split
between managers in companies with a marketing rtlepat and those without a
marketing department on two occasions. Firstlg,rttajority of managers in companies
with a marketing department stated they regularlgnitor and evaluate certain
performance indicators and secondly that collectingluative data is essential for their
companies. Only about half of managers in compani#®ut a marketing department
stated the same. At the same time, the majorityespondents maintained that they
have a good feeling for what was effective or nbtclv demonstrate the old fashioned
view that they hear and comprehend immediatelyorhething is working or not. As
mentioned in chapter 5, O’'Donneli.al.(2002) states that managers in small companies
form a personal contact network with people thegttand those they can easily contact
when making decisions or requesting feedback. Marsam Icelandic SMEs might
typically use some form of personal contact networkask sales people how many
sales a published advertisement had generatedyri&eespondents from the first phase
of the research stated. What is significant is thvile managers state they are
monitoring and evaluating certain performance iatlics and collecting evaluation data
they still appear to retain an arguably dated vieat they really have a ‘feeling’ as to

what is working effectively or not in their markagi communications activities.
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Planning is another matter that Icelandic SMEsritiregard as important. While 67
percent of companies formulated a formal businéss, mnly 49 percent formulated a
formal marketing plan. A significant difference widentified between companies with
a marketing department and those with no marketiegartment, 82 percent of
companies with a marketing department formulatecketang plan but only 37 percent
of companies with no marketing department did. Hdt al., (2008) specified that
smaller companies seldom carry out any formal pteprand that this is why their

budget is not connected to any marketing activity.

Valuable information about exportation was discedein this research. It turned out
that companies that were exporting were more outwaoking and marketing oriented
than companies not exporting or monitoring what vappening elsewhere in the
world. In the second part of the research, theidigsl revealed that 24 percent of
companies, were exporting abroad, and another &pewere planning to exporting
abroad in the near future. Companies, with a margetepartment were more likely to
export abroad than those without a marketing depart. This figure for exportation is
similar to that given by Johnson and Turner (20B8ever, that almost the same
percentage is planning exportation is unique, listrhay be explained with easy access
to capital and excessive coverage in the mediataimyapanies that had already started
exporting and were at this time considered to heessful. As well, 67 percent of
respondents in companies with marketing a depattm@mitored happenings and
trends in other countries and used the information adjust their marketing
communications activities and half of respondentscompanies with no marketing
department did the same. For 36 percent, a signifiproportion of their marketing

activities concerned international markets and ojpidties.
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The findings regarding Integrated Marketing Cominations were also interesting.
The early literature stated that IMC should be maevant to SMEs than larger
companies, but the majority of studies have beemdected in larger companies.
Therefore it was thought it might be a suitabldfplan for an investigation in Icelandic
SMEs. The findings from the first phase of the aesk revealed that managers in
companies had not heard of the term Integrated &igadx Communications (IMC) and
majority of companies were just bundling their pogional tools together. Only one
company was systematically working towards integratwhilst the remainder, even

though they knew about the term, were not.

Even though IMC was not addressed directly (respotsdwere not asked specifically
about IMC) in the second phase of this researchumber of questions revealed
managers’ perceptions towards integration. Theiriggl revealed that around half of
respondents were bundling their promotion toolsetogr, stating that all their
marketing communications activities were presenting same clear and consistent
message to their target audience3ver half (62 percent) of managers in companies
with a marketing department also specified thair tt@mpanies would incorporate data
sources into communications planning, which medrey thave become customer
focused. Moreover 40 percent of managers in thesgpanies identified they would
monitor their marketing communications performarfcem a return-on-investment
perspective. The percentage is much lower for comega with no marketing
department. Therefore it seems to be that somepaoms are using targeted and
integrated marketing communications. However, ggloot mean that they are aiming
planning or systematically working towards IMC. wW.o(2000) stated that small
companies should be more integrated than larges baethis research cannot support

that. It supports the view of Hutton (1996) wheedaid that IMC was just marketing
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dressed in fancy words. IMC as structured andnsxte as Shultz and Kitchen (1999;

2009) does not exists in Icelandic SMEs. Some fofrrargeting and integration does

exist within some of these companies but it seemsbe linked to managers/

organisational culture rather than adaptation o€IM

Table 8.1 provides a summary of the contributiontlwt research regarding the

perceived

importance and application of marketingmmunications practises,

specifically IMC:

Table 8.1; Contributions of this research regardingthe perceived importance and
application of marketing communications practisesspecifically IMC

Significance of Marcom/IMC within
SMEs

Application of Marcom/IMC within
SMEs

but

State of Marcom crucial for companies’ survival. | Marcom activities based on marketing
Knowledge More significant now than before managers expertise, often not thought throug
Significance for SMEs based on and not necessary planned for.
entrepreneurs/owners/ managers own | The effectiveness of marcom activities not
views and experience on Marcom measured and SMEs managers sceptical ab
market research
IMC had been widely accepted by
academics, practitioners, marketers but | The early literature had stated that IMC was
little there are little empirical evidence of, more relevant and applicable for SMEs.
IMC with companies. Studies have
focused on large companies.
State of None None
Knowledge
in Iceland

Contribution

Confirmed the literature on marketing
communications in SMEs

Augmented the literature on IMC as the
term was not found to be significant of
SMEs in Iceland

Confirmed the literature on marketing,
marketing planning and Marcom activities an
measurement, Augmented the literature on
information gathering, business environment
and exportation in SMEs

Augmented the literature as Icelandic SMEs
were not practising IMC. IMC is not applicabl
for SMEs even though some companies wer

[¢)

using some integrated approaches .

8.3

Barriers to the Use of Marketing Communicatios

The second objective of this research addressedefsarto the use of marketing

communications and IMC. Barriers towards marketagimunications were identified
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as time and financial constraints in the first ghakthis research. Subsequently, several
guestions were posed about these types of cortstiaithe second part of the research
but it was not identified to be as large a barasrmanagers in the first phase had
described. Nevertheless, constraints of time weweciBed to be a greater barrier
towards marketing communications than financial st@ints and managers in
companies with no marketing department were affeatéversely by time and financial

constraints more than managers in companies wWithaional marketing department

This research supports some of the literature daggfinancial and time constraints
(Knight, 2000; Verhees and Meulenberg, 2004; Giknetr al., 2006). In the second
phase of the research however, these barriersadichte as significantly as they did in
the first phase of the research. An explanationdcbe that when this research was
conducted households and companies had easy dockess capital, which probably
explains why financial constraints were not ideatifas the greatest barrier. Therefore,

these results could have been dissimilar had disisarch been conducted at a later date.

Financial and time constraints were identified asribrs towards IMC as well as

marketing communications practices.

8.4  Organisational culture and Marketing Communicdions Practises

The findings from the first phase of the reseamlealed that the majority of companies
were working towards making their organisationdture better or were in the process
of changing their culture. Another finding fronethrst phase was that companies with
external focus were using more target marketinger@iore the second phase was
formulated in order to answer, if and in what wayganisational culture affected

marketing communications activities. The Organwal Culture Assessment
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Instrument (OCAIl) was used in this research to stigate the cultural profile of
companies being investigated (Cameron and Quin@9)19 The cultural profile for
companies in Iceland was quite different from thos&000 companies from around the
world. Firstly, clan culture was higher in Icelandiompanies than with the comparison
group, (26 vs. 23). This could be explained byfte that all respondent in this survey
were managers and these individuals usually ratad culture higher than other
employees (Cameron and Quinn, 1999). The mainrdiffee was between adhocracy
culture and market culture. The score for adhocradyure was higher (23 vs.17) than
for the comparison group provided by Cameron anthQ(1999) but lower for the
market culture (25 vs. 35), which was the highestes for the comparison group.
Cameron and Quinn (1999) specify that the earbémgjes of a company’s life cycle
tend to be dominated by adhocracy culture, becthese are without formal structure
and characterised by entrepreneurship and led igighe, powerful, visionary leader.
This could be the reason why Icelandic SMEs hahiglaer adhocracy culture. They are
small and medium-sized companies and therefore tiienagement might be less strict,
with the owner, manager or entrepreneur operatiegcompany in the way that suits
him/her. This could as well be the reason why ldia SMEs do not have higher
scores for market culture. Under market culture @ssumed that a clear purpose and an
aggressive strategy lead to productivity and pabflity. Earlier findings show that
planning and structure are weak links in marketadivities for the majority of
Icelandic SMEs, and therefore they are not likety tave a formal strategy.
Nevertheless, clan and hierarchy culture are trangést cultural types for Icelandic
SMEs, which means that these types of companiesmaxstly focused on internal
values, smooth running organisation with sharediasmland goals, teamwork and
employee development. As Iceland is a quite femeinsociety (Hofstede, 2001)

employees are encouraged to voice their opiniorwder to improve their own work,
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and work environment. Employees tend to feel tiieice matters and that they are an
important part of the company which is in good hamgnwith clan culture. Hierarchy
culture, has some resemblance to the ‘old’ cultmia® managers in the first phase of the
research mentioned, where employees knew theirt gaaescription and carried this
out but often little else, even though it might éfintheir company. It seems that
hierarchy culture is still strong in Icelandic coamges, even though some managers in
the first phase of the research wanted to chanigeliecome more goal oriented. Small
and medium sized companies emphasised internalevalith the exception of
organisational glue and strategic emphasis. Themeall companies emphasised
internal values, teamwork and coordination, whilkedmm size companies emphasised

external values, competitive action and innovation.

Companies with a marketing department scored higireradhocracy and market
culture, emphasising external values whilst comgmmwith a marketing department
rated higher on clan and hierarchy culture whiclpleasised internal values. However,
after identifying the cultural profile for small dmedium sized companies, companies
with a marketing department and also no marketiegadment, the last objective
addressed the issues of if and how organisationdture affects marketing
communications practises in Icelandic SMEs. For gskeond phase of the research,
eight hypotheses were developed to investigaterdlagionship between each of the
culture types identified in chapter 4 and marketo@mmunications practises in
Icelandic SMEs.

The results from the hypotheses tests are showabla 8.2:
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Table 8.2: Hypothesis Results

Hypothesis | Variable Name | Hypothesis | Explanation
testing
Hla & H1lb | Target Not Of 11 questions, 4 questions were positively
Marketing Supported correlated between adhocracy culture and
medium sized companies.
Of 11 questions, 1 question was positively
correlated between adhocracy culture and
small companies
H2a &H2b Measurement Not
Supported
H3a &H3b Information Not Of 3 questions, 1 question was positively
Gathering Supported correlated between market culture and
medium sized companies
Of 3 questions, 1 question was positively
correlated between market culture and small
companies
H4a & H4b | Exportation Supported | Of 2 questions, 2 questions were positively
for medium| correlated between adhocracy culture and
sized medium sized companies
companies | Of 2 questions, 1 questions was positively
and correlated between market culture and small
adhocracy | companies
culture
H5a & H5b | Flexibility Not
Supported
H6a &H6b Financial/ Time Not Of 7 questions, 1 questions was positively
Constraints Supported correlated between adhocracy culture and
small companies
Of 7 questions, 1 questions was positively
correlated between adhocracy culture and
medium sized companies
H7a &H7b Old Culture Not Of 5 questions, 1 questions was positively
Supported correlated between hierarchy culture and
medium sized companies
H8a &H8b Business Not
Environment Supported

Even though only hypothesis H4a was supported,pit of the research gives strong
indication that organizational culture does afferketing communications practices,
as adhocracy culture was most often positivelyaetated with marketing variables and

hierarchy culture negatively correlated as showtalohe 8.3:
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Table 8.3: Significant Variables

Significant Variable

Small Companies

Medium Sized

Companies

A

B

A

B

Our Marketing plan tailors most marketing
initiatives and activities to specific target
groups

Our marketing planning process is able to
accommodate unexpected opportunities an
threats

We regularly monitor and evaluate certain
performance indicators

Our company's advertising, PR, direct
marketing and sales promotions all present|
same clear consistent message to our targe
audiences

the
ot

Our company incorporates data sources int
communication planning

Our company monitors marcom performan
from an ROI perspective

We consider marketing to be strategically
important for our company

Gathering information about our customers|i

important for our marcom activities

Buying external surveys about how our
customers perceive our services or product
essential for our business

s is

We monitor what is happening in other
countries and markets and use this info to
adjust our marcom activities

A significant proportion of our marketing
activities concern international markets and
opportunities

In my company the marketing planning
process is ad hoc and not very systematic*

Financial constraints affect our company’s
planning activities

Because of time constraints we are unable
gather as much information about our
customers as we would like

to

We do not have the financial resources to
undertake the marcom activities we would
like

We are doing fine without marketing and it

not expected to be of much use in the futurg

7]

We are so close to our market that we get
feedback from our marcom activities easily?

We have guaranteed business in a relativel
stable market

Marketing is of little use to this company
because we have guaranteed business*

1P

Total

2N

3P
IN

2P
1N

3 N

1N

7P
1IN

1P
1N

2P
6N

*Negative variables made positive
N= Negative
P= Positive
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As can been seen in the table, the majority of iBogmt variables are positively
correlated with adhocracy culture or negativelyrelated with hierarchy culture. This
provides a valuable platform for further researshitdooks like adhocracy culture is
positively correlated with marketing variables, egplly regarding target marketing
and exportation. However, hierarchy culture acta asirrier towards marketing as it is
negatively correlated with marketing variables Imstresearch. As this is the first
research that uses the Organizational Culture Assast Instrument (OCAI) by
Cameron and Quinn (1999) and combines it with nmargecommunications variables
it is difficult to find similar studies. Studies ofganisational culture show that it is hard
for companies to change their culture (Parker aratiiBy, 2000; Lamond, 2003). Even
though the environment has changed dramaticallythie last two decades and
management style has moved towards flexible orgdors open communications, and
a focus on markets, it seems that organisatiorialreuis not moving at the same speed.
This is hardly surprising as these changes reqeaple and particularly managers to
change the way they conduct their business. Thmsareh reveals that adhocracy culture
could be a driver towards increased target marggetmmmunications practises and
hierarchy culture a barrier. This could be valeabiformation for SMEs managers,
especially if they would like to change their orgational culture and become

marketing focused organisation.

Table 8.4 reveals a summary of the contributiothd research regarding in what way

marketing communications practises in Icelandic SMiEe affected by organisational

culture:
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Table 8.4: Contribution of this research regardingin what way marketing
communications practises are affected by organisatnal culture

State of Broad knowledge | A culture plot of
Knowledge of culture in over 1000
organizations, organisations
mostly through available.
ethnographic and i
depth interview
studies.
Cultural changes
are difficult to
make.
State of None None None None
Knowledge in
Iceland
Contribution to | Gave indication None None Gives indication

the literature

that ‘old’ culture
was a barrier
towards marketing
and marketing
communications
practises

Augmented the
literature on SMEs
by giving an
insight into
organisational
culture of SMEs in
Iceland

Augmented the
literature by
showing a
difference
between SMEs
and the
comparison

group.

Augmented the
literature by
showing a
difference betweer
SMEs and the
comparison group

about how
organisational
culture can affect
marketing
communications
practises

Augmented the
literature by
showing a difference
between SMEs and
the comparison

group.
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8.5 Conclusion

The present chapter discussed the findings ofwleempirical phases and compared
them to the literature reviewed in chapters 2 antih@ analysis assists in achieving the

three objectives discussed in this chapter.

Regarding the marketing, the perceived importance applications of marketing
communications the two research phases revealé¢dniiaagers perceived marketing
communications to be important and that it will @e increasingly more important in
the future. This finding augmented the literatuse ibentifying those managers in
companies with a marketing department consideretb ibe more important than

managers in companies without a marketing depattmen

Application of marketing communications practiseaswound to confirm what was
found in the literature as marcom activities usgbMEs were discovered to be mostly
traditional advertising. 51 percent of respondehts not formulate a marketing plan
and decisions about the marketing communicationlgéuwas in the majority of cases

made by the managing director, owner or entrepireneu

This research has added to previous research §adiy showing how SMEs managers
view evaluation of their marketing communicationstiaties. They stated that
measurement of their marcom activities was esddotigheir companies but as well,
they have a feeling for what is effective or ndh addition, 24 percent of companies

were exporting abroad and majority were gathenmgrmation about their consumers.
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IMC was not regarded as important and only one @mpn the first phase of the
research was working systematically towards inteégna However, some Icelandic
companies seem to be working towards some fornmtefyration, without knowing or
recognising the term. This finding contradicted ¢aely literature of IMC which stated

that it should be relevant for small companies.

The findings from the first phase of this reseamfiarding organisational culture gave
an indication that ‘old’ culture was a barrier tods marketing and marketing
communications practises. This was confirmed m sbcond phase of the research,
even though only one of eight hypotheses was stggholhe findings however gave
significant indication that adhocracy culture cowddt as a driver towards target
marketing and marketing communications and thataht@y culture could act as a
barrier. In addition, the cultural profile of SMBEsas presented, identifying that
companies are emphasising internal values; hieyarghure is the dominant culture for

small companies and clan culture for medium sizedpanies.

Considering that for the above findings there isumlence of any previous research in
the country it is appropriate to affirm that thesearch augments knowledge of both
marketing communications practises and organisalticuiture which might assist small

and medium sized managers in developing their niackeommunications practises.

The following chapter refers to the overarching sary and conclusion of the entire

thesis; in order to highlight the contribution todwledge and identify its limitations

and identify areas for further research.
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Chapter 9

Conclusion
9.1 Overview
The preceding chapter analysed and discussed ndeds of the two phases in the
context of the literature review. The present ceapbncludes the thesis by highlighting
its contribution to existing knowledge and methddsreover, it identifies limitations
of the present research and indicates areas firefuresearch. As mentioned in Chapter
2, technological changes, fragmented media, lowl¢ewf brand differentiation and the
shift in power from the marketer to the consumereased the importance for more
targeted marketing communications activities. $mald medium-sized enterprises
have increased in importance in the last coupldeafides and the latest recession has

not deterred people from creating their own busess

Such issues have not so far been investigatedaham to Icelandic companies. Hence,
the present research has helped to close a gapurinkimowledge of marketing
communications practises in Icelandic companieba#t also led to focusing research
attention on exploring the emergence, relevance apglicability of marketing
communications/Integrated Marketing Communicatiathvicelandic SMEs. In order

to explore this research problem, three interrdla¢search objectives were defined:

e To explore the current perceptions of SME managémvih regard to the
perceived importance and application of marketimigpimunications practises

and more specifically IMC.

* To identify barriers to the use of marketing commations and more

specifically IMC.
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* To examine the extent to which marketing commurooatpractises in SMEs

are affected by organisational culture.

9.2 Conclusion about the Research Objectives

9.2.1 The Perceived Importance and Application dflarketing Communications

Practises and specifically IM

This research has shown that marketing communitatioregarded as important in
Icelandic SMEs. However, the majority of managerghese companies are conducting
their communication activities in ways that theways have; and they are the ones
making all the decisions about marketing. The fugdi contradicted the literature
regarding information gathering and exportatiortleesy showed that SMEs managers
gathered information in a systematic way aboutrtbastomers. Over 20 percent of
companies were exporting abroad and another 20epervere planning to export
abroad when the survey was conducted. Furthernaodkfference was identified in
which managers in companies with a marketing depart were using more targeted
methods in their marketing communications actigittkan were managers without a
marketing department in their companies. There veasne confusion about
measurement as while respondents from the secoagkptentified that measurement
was an important part of their marketing plannimgcess, they also stated they had a
feeling about which marketing communications atiggi were working and which were

not.

The findings provide valuable information to SMEamagers wanting to change their

marketing communications activities in order to ma@kmore targeted to their audience
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and more accountable. This research has therefmreased the knowledge of
marketing communications practises in SMEs in gareand, as this is the first research
about this topic conducted in Iceland, it providesaluable framework within which

Icelandic SMEs managers might practise their margetommunications.

Integrated Marketing Communications (IMC) was altmosknown by managers of
SMEs in this research sample and only one orgammsavas working towards
integration. Some organisations had started théside in’ approach to marketing
where all the marketing communications activitiegib with consumers and some even
identified they would gather information about thestomers and monitor their marcom
performance from a ROI perspective. However, iha possible to state that these

companies were practising IMC as they did not ktleevterm or what it involved.

These findings were surprising as they contradiosé¢ of Low (2000), who suggested
that small companies were more likely to practigk€Clas they targeted fewer market
segments and therefore used fewer messages tlggndaganisations. It as well raised
the question if IMC is something new or if it issfjumarketing dressed up in fancy
words like Hutton (1996) stated. Managers in tesearch were practising marketing in
their unique way, using the tools and techniquey tthought were the best to serve

their customer better .

9.2.2 Barriers to the use of marketing communicatins and more specifically

IMC
Time and financial constraints were identified aarriers towards marketing
communications. It was clear from the first phas¢he study that managers did not

have time to focus as much as they wanted on rmiagkeand marketing
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communications activities. They often needed tdkendecisions on the spot without
having the time to research first. They also laddal with financial constraints, were
not able to employ people with marketing knowledgehire an advertising agency to
develop their marketing communications materiah the second phase time and
financial constraints were not identified as latggariers as in the first phase but it
seemed that time was the largest barrier towardsketiag and marketing

communications practises. Time and financial canst were as well identified as
barriers towards IMC, the only manager that was kwgr towards integration,

identified that he would need more time to read r@séarch the term.

These findings are in line with the SME literatuvhich identified financial and time
constraints as the main barrier to the use of ntiaudkg Knight, 2000; Verhees and
Meulenberg, 2004; Gilmoret al.,2006). Kitchen et al., (2004a) identified theeiand

financial constraints as barriers to the use atIM

9.2.3 The Extent to which Marketing Communicationsractises in Icelandic

SMEs are affected by Organisational Culture

Organisational culture was found to affect SMEskafing communications practises.
A positive correlation was found between adhocregljure and exportation. SMEs
managers with high adhocracy culture, emphasisimgovative and pioneering
initiatives, were more likely to follow what is hagning in other parts of the world in
the field and a significant proportion of their rketing activities concerned
international markets. However, this was not thly eignificant finding, even though
this was the one hypothesis that was supportedatdiey culture, which emphasises
rules, specialisation and hierarchy, seems to a&ctaabarrier towards marketing

communications as it was found to be negativelyetared with eight variables for
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medium-sized companies and three for small compani@his cultural type was
identified in the first phase of the research dd’‘culture and was even found in

companies with 25 employees.

Icelandic SME culture focuses on integration, sthar@ues and goals as well as rules,
accountability and an efficient company. Small camps are more hierarchy-focused
but the cultural plot for medium-sized companiesi@e equal but with the clan culture
as the highest score. Companies with a marketingartteent scored higher on

adhocracy and market culture, and also emphasisenak values. By contrast, those
without a marketing department focused on intevalles. This gives an indication that
companies with high adhocracy culture tend to ueeentargeted marketing, plan more

and emphasise exportation.

It can therefore be said that this research creas@sknowledge about organisational
culture in SMEs and about the relationship betwesganisational culture and
marketing communications practises in SMEs. Thishe first research investigating
this topic in the country and therefore offers amportant indication how SMEs
managers regard their organisational culture and lito affects their marketing

communications practises.

9.3 Contribution to Knowledge

As mentioned in the opening paragraph of this @raphanges in the environment such
as technology and fragmented media increased thportance of more targeted
marketing and marketing communications practisesth& same time SMEs have

increased in prevalence in the last two decadds 98t9 % of all UK enterprises being
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SMEs (Department for Business Innovation and SKd@07). In Iceland the majority
of organisations are micro, small and medium-sitzgtdthere are no studies referring to
this topic in the country (Statistics Iceland, 2pO@herefore, in exploring the
emergence, relevance and applicability of marketicgmmunications/Integrated

Marketing Communications, this thesis has provideww perspective.

The thesis has also contributed to our understgnofirmarketing communications and
organisational culture in three important ways: ntanagerial, methodological and

theoretical forms. The author expands upon eactbelwav.

Managerial:

This research, in the context of Icelandic SME$ersf new knowledge of marketing
communications practises. The previous literat@® focused chiefly on marketing and
marketing communications practises in larger corgsawhereas this thesis provides a
significant contribution to marketing communicasditerature from the SMEs point of
view. This is especially true is the cases of methaices as SMEs were found to use
mostly traditional media and not fully taking adtege of the new technology which is
in line with the literature (Carsoet al, 1995; Fam, 2001; Gilmoret al,2006)
However, they were gathering information about rtheistomers and using the
information to serve their customers better. Tmsgihg contradicts the previous SMEs
literature which stated that managers would shyyafn@an formal marketing research
methods and would rather gather information thhrongtworks of contacts (Blois and
Carson, 2000; Stokes, 2000). 49 percent of masatidrform a marketing plan which
support the literature which states that stratgganning and implementation are
flexible and dominated by the manager (Carsbral, McCartan-Quinn and Carson,

2003). Managers in the first phase of the resemtehtified they were not measuring
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marketing communications scientifically but the dimgs from the second phase
contradicted these significantly. They revealedt tevaluating performance was
essential part of SMEs managers marketing . Howtesr also stated they had a good
feeling what was working and not, which shows diedrow managers look at
marketing communications, as something useful bey ttan also get information by
using their personal network, as identified by Ofdel et al., (2002). Finally, over 20
percent of Icelandic SMEs did not let geographistrietion discourage them from
exporting to other countries and other 20 percesrevplanning to export abroad. The
former figure is similar to manufacturing SMEs whicompete internationally (Johnson

and Turner, 2003) but they figure for companiesipiag to export his higher.

The IMC literature has been augmented while idginif that Icelandic SMEs
managers did not know the term IMC nor were theykimg towards integration of
their marketing communications. Only one manadentified that the company was
moving towards IMC. These findings offer new knedde as early IMC researchers
like Nowak and Phelps (1994) and Low (2000) hatesk that IMC was more like to be

found in smaller companies.

Moreover, the literature of organisational cultiseaugmented by the thesis providing
an average cultural profile of Icelandic SMEs, addntifying differences between
culture profile for small and medium sized companién addition a significant
contribution was made by revealing the relationdlepveen organisational culture and
marketing communications practises in Icelandic SMihere adhocracy culture acted
like a driver for more targeted marketing commutases practises while hierarchy

culture acted as a barrier.
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These findings will provide guidance to SME manager Iceland wanting to change
the way they conduct their marketing communicatiaosvities. Firstly, it provides

them with up-to-date information on the currenttestaf marketing communications
practise in Iceland and manager views. Secondihey want to change their way they
promote their company, the findings can give theatuable information on marketing
planning, media usage, information gathering, mesmsant and exportation. Thirdly,
the thesis offers significant information for maeegy in relation with organisational
culture as it gives tentative findings about whiahiture type can act as a barrier
towards targeted marketing communications actwiaed exportation and which can

act as driver.

Theoretical

This research provided a significant theoreticattgbution in three different areas.
Firstly it offered new information about the impamte and application of marketing
communications practises in Icelandic SMEs, espgcia relation to information
gathering and exportation which showed the SMEsweifact gathering information
about their customers and a large proportion wgp®ring, or considering exporting,

abroad.

Integrated Marketing Communications was not comsidleof great importance for
SMEs. Majority of the respondents in the first gha$ the study had not heard of the
term and those that had heard of it were not ptajto work towards IMC adaption
and only one respondent of twenty was working towdMC. These findings provide
an important contribution. It contradicts the poas literature which stated that IMC
was more relevant for smaller companies (NowakRimelps 1994 and Low 2000). It

shows quite clearly that IMC is nothing new. Somanagers were in fact practising
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certain elements from Kitchen and Schultz, (19989ngle, (see chapter 2), like
gathering information about customers or monitottingir marketing communications
performance from a ROI perspective, without knowihg term. This supports the old
view held by Hutton (1996) and Cornelissen and L&00) that IMC provide us with
nothing new. Icelandic SMEs managers are only @iagt what they believe is called

marketing and marketing communications.

A culture plot was provided for the organisationalture of small and medium-sized
enterprises as well as a profile for organisatioohhracteristics, organisational
leadership, management of employees, organisatigha, strategic emphasis and

criteria of success.

The culture plot for Icelandic SMEs proved to bemptetely different from the
comparison group given by Cameron and Quinn (199%he score for adhocracy
culture was significantly higher (23 vs. 17) forelendic SMEs while the score for
market culture was much lower (25 vs.35). Thisidates that Icelandic SMEs are
dynamic, innovative and creative in nature, withnagers and employees prepared to
experiment and take risks. Nevertheless, most samall medium-sized companies in
this research emphasised internal values. Smalpaares are dominated by hierarchy
culture, while medium-sized are dominated by claliuce. Interestingly, companies
with a marketing department emphasize externalegalhile those without emphasize
internal values. These cultural profiles of Icel@n8MEs give valuable information on

how the companies operate and what is importarthr survival.

The final theoretical contribution was made by awmting the organisational culture

assessment instrument (OCAI) and marketing comnatioit variables. One part of the
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questionnaire used the organisational culture asss# instrument (OCAI) by
Cameron and Quinn (1999). Correlation analysis than used to investigate if there
was a significant relationship between organisatfi@alture (OCAI) and the marketing
communications variables. Combining these two mebfedools to investigate the
relationship between organisational culture andketarg communications has not been
done before, so the present research offers a mppebach. Indeed, the finding that
adhocracy culture can act as a driver towards ranget marketing communications
practises clearly demonstrates the efficacy ofitigkhese measures in this way, and
may be used to investigate topics like innovativearkating or marketing

communications practises in different cultural eos.

The findings that emerged from joining the measumelgcated that hierarchy culture
could act as a barrier towards target marketingneamcation and exportation while
adhocracy culture acted as driver towards moreetady marketing communication
activities and exportation. These are valuablermation for organisations wanted to

change their culture in order to become more markented.

This thesis has contributed to theory in threeed#ht ways. It has it offered new
information about how Icelandic SMEs conduct themarketing and marketing
communications, it has provided significant infotroa about the adaption of IMC in
Icelandic SMEs and it has connected the organisaltioulture assessment instrument
(OCAI) and marketing communication variables byngsthe organisational culture

assessment instrument (OCAI) by Cameron and Qui#99).
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9.4  Limitations of the Research

There are two limitations of the research thadneebe acknowledged and addressed .
Firstly, the project was conducted on a relatiwatyall scale, and although the findings
provide an indication of how SMEs in Iceland operatne should remain cautious

when trying to generalise the results to SMEs hreptountries.

Secondly, it was difficult to gather data for thecend part of the research. The main
reason for this was the time it took for responddntanswer the questionnaire in full

(twenty minutes). This meant that the respondegponted that they felt they had

inadequate time to respond fully due to pressur@sdk. Considering this, the research
design potentially could have been more focusedrder to promote higher response
rates. As a result, the researcher would recomragathst using online surveys, as they
provide little incentive for respondents to comeléivhilst managers in Iceland (and

presumably elsewhere) have frequent Internet acttessg appear to be over-exposed to
and burdened with large amounts of email and ordumweys. Thus, another method,
such as a structured interview or at least supssvigiestionnaire completion, would be
preferred as an alternative. If this proves unfdasiit might be preferable to post a

questionnaire which is then collected in persoa later date.

9.5 Recommendation for Future Research
This research has increased the knowledge regandargeting communications/IMC
practises in Small and Medium Enterprises and ffeetaorganisational culture has on

marketing communications activities.

It would be interesting to conduct similar studiesther Western Countries, in order
to validate the findings of this research in a wideope. Furthermore, investigating in

greater detail how and in what way organisationaltuce affects marketing
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communications practises in SMEs, would provide cas@erable contribution to

marketing communications literature.

9.6  Overall Conclusion

This research explored the emergence, relevance appiicability of marketing
communications/Integrated Marketing Communicationgth Icelandic SMEs.
Considering that there was no existing literaturemf the country, and that this
phenomenon is of rapidly increasing importancejsitevident that this research

contributes significantly to the literature of matikg communications/IMC in SMESs.

New knowledge was generated by identifying the entrrmarketing communications
practises within SMEs managers in Iceland. The nigjof findings confirmed the
literature, as the Icelandic SMEs managers wenegusiostly traditional advertising.
Half of the respondents did not formulate a marikgilan and decisions about their
marketing communications budget was in the majaftgases made by the managing
director, owner or entrepreneur. However, manageesned to be outward-looking in
terms of their marketing communications practisésoad; they were gathering
information about their customers but at the same specified they had good intuition
about what was working effectively or not in theromotions. These findings in some

ways contradicted the existing literature.

Integrated Marketing Communications IMC did not @g@pto be regarded as important.
This finding contradicted the early literature ®C which stated that it should be

relevant for small companies.
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This thesis contributes to the literature of orgational culture and marketing
communications. The interviews gave indicationst tledd’ culture was a barrier

towards marketing and marketing communicationstges. The findings in the second
phase suggest that adhocracy culture could acdasex towards target marketing and
marketing communications but that hierarchy culteweld act as a barrier. However,
these are tentative findings that need to be imyeststd further. In addition, the cultural
profile of SMEs was presented, identifying that pamies were emphasising internal
values; and that hierarchy culture was the domiwaiture for small companies with

clan culture the most prevalent for medium-sizeahganies.
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Appendix 1 - Request for an Interview

Dear sirfmadam

My name is Gudridur Armannsdottir, and | am a Philent in the University of Hull.
The purpose of my study is to explore the emergeradevance and applicability of
Integrated Marketing Communication within Icelan8iRIEs.

I’'m writing you this email to ask for an interviewith you about this topic. The
information given by you would be highly valuabler fmy research and form the
ground for the second phase of my study. This kihdtudy has not been in Iceland
before and hopefully the results would be bendfifda you and your company. For
participating in this study you would get a repexplaining the development of IMC
within ten businesses to consumer/ business tméssicompanies. If some part of the
PhD thesis will be published, your identity and yaompany’s identity will be
concealed.

| hope you are willing to take part. | will be irceland between 8.12.2006 and
14.01.2007 so we should be able to find a convémiee.

Please let me know as soon as possible if youldeet@ participate,

Best regards,

G. Armannsdottir
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Appendix 2 -Interview Schedule

I ntroduction:

First introduce myself, and the purpose of thelgtu

The purpose of the study is to explore how compgn& SME’s) in Iceland, conduct
their marketing communications and their views abotegrated Marketing
Communications (IMC).

Marketing communications can be defined as commatiaits with target audiences or
markets via media with the intention of stimulatmgmaking sales. The majority of
research about marketing communications/ IMC hagnbeindertaken in large
companies and in agencies that service their neeely, few studied have focused on
businesses within one nation.

First | want you to give me an overview of what gouhere before we start discussing
marketing communications.

1. What is the overall goal of this company?

2. What type of internal communication does your conypase?

All organisations have some kind of culture, whpewople will have to understand and

learn when they start working in particular company

3. How would you explain your company culture?
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4.

What are your views on employee involvement @i usefulness in the

marketing communications process?

5. Who within this company makes decisions aboutketang communications

6.

10.

11.

12.

activities?

Who within this company makes decision regardiregrharketing

communications budget?

Is the budget based on a specific marketing comeations approach?
Please explairapproaches like affordable, percentage of revenue

competitive parity or zero based budgejing

Please explain how environmental factors (like ecoias factors,
globalisations, technological changes) have infbeeithe development of

marketing communications.

Which of these factors do you regard as leadirgytstantive changes and
why?

In which ways does your company use advertisingpP&her marketing
communications agencies?

When designing your marketing communications sgnatanarketing
communications campaigns what promotional actiwitlees your company

use?

Do you link any of these marketing communicatiocsvities together? If

So, in what way?
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13.Has the importance of these promotional tools cedrigr your business in

the last 5 years? If so, how?

Please take a look at this card with different kinél promotional tools.

Respondents are showed a card with different promak tools like advertising,
PR, direct mail, sales promotion, personal sellisgonsorship, internet,

exhibitions, - trade forums

14. Please indicate how (in percentage) your distidioubetween these
different promotional mix elements?

14a) How was the distribution between these dffepromotional mix

elements 5 years ago?

15.Have you ever used other promotion tools? Pleagkiex

16. What specific challenges are facing your compani moves forward in
the 2f' century in relation to
- company itself
- marketing communication activities

17.How will your company meet or manage these cha#efig

18.Do you know the term Integrated Marketing Commutiaces (IMC) for
short). What does this term mean to you?

If respondents do recognise the term, they wikt@wved two definitions about
IMC, and asked questions 19 and 20
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If respondents do not recognise the term, the wgarer will ask them question 21
(and instead of asking about IMC, the interviewdl ask about marketing

communications).

Here are two definitions both given by a major gofuMC- Professor Don Schultz

of Northwestern University (show them the defingijo
Definition a)

“IMC is a concept of marketing communication plargthat recognises the added
value of a comprehensive plan that evaluates ttaegic roles of a variety of
communication disciplines — for example, generaleatising, direct response, sales
promotion, and PR- and combines these disciplinpréwide clarity, consistency,
and maximum communications impact (Schultz, 1993,17

19.Please tell me your views on this definition. Wisahe relevance for your

company?

Definition b)

“Integrated marketing communication ..... is ... at&lgic business process used
to plan, develop, execute and evaluate coordinatedsurable, persuasive brand
communications programs over time with consumertstamers, prospects,
employees, associates and other targeted, relegatgrnal and internal
audiences. The goal is to generate both short-feramcial returns and build
long-term brand and shareholder value.” (Schuli942 9)

20.Please tell me your views on this definition. Wisahe relevance for your

company?

21.In what ways, if any, do you think marketing comnuations/ IMC is

important for your company? Please explain.
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22.How and in what ways have marketing communicatitv€} become more

important to your company in recent years?

23. At what time and why did marketing communicatioh$C become more

important?

Question 24 is only asked the respondents that khewerm IMC

24,

25.

26.

27.

28.

Please explain how IMC principles (i.e. basediefinitions previously

given) are utilised in your company?

Is there a necessity in your company to gath& about your customers?

Please explain how you gather this information?

Please explain the ways customer information Isseat in the development

of your marketing communications activities?

Based upon your marketing communications/ Integriarketing
Communications activities how do you evaluate tecsss of your

marketing communications activities?

Do you evaluate each and every communicagt@ment or do you

evaluate the total mix together?

Questions 29 and 30 are only asked the respondestt&now the term IMC

Please take a look at this figure — IMC developine
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Show respondents a card with this model and explenmodel

Redefining the scope of marketing
communications

Tactical co-ordination of

Interviewer: This model shows the stages of IM@iwicompanies. In the first phase
(starting at the bottom) marketer just co-ordindteeir marketing communication

activities, like internet, advertising and PR irder for the marketing communications
activities to sound and look the same. This isnofigled the inside-out approach. At
the second stage marketers star to acknowledgeusimer and to gather some data
about him in order to serve him better (outside)-An the third stage, marketers not
only gather data, they build databases to turn @oer data into customer knowledge.
Finally at the fourth stage ,companies start ady#&b measure IMC performance from
return on investment perspective. Companies wieh@ go through all the stages to

achieve financial and strategic integration.

29. Is there any one stage that seems to be mleseant to your company and if

so, why is that?

30. Do you feel that companies do progress thrangbe stages? If so, please

explain.
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31. How and in what way do you perceive marketioignounications/ IMC to

be beneficial to your company?

32. Given what you know about marketing communacedti IMC, can you
identify potential barriers to implementation of @{past and current)?

Please explain

33. Given your understanding of marketing commuiooa/ IMC how do you

predict this will develop in the future?

34. In your view, would you consider marketing coumcations activities to be

different between your sector and b2b/b2c?

35. In what ways would you say they are similar?

GENERAL QUESTIONS

ONOOR~WNE

Please tell me how long have you worked at thmpamny?

What is your current position?

What is your level of education?

How many employees work within this company?

What was the turnover in the year end 2005?

What do you think the turnover will be for the yesid 2006?

Who owns this company?

Is there a matter of importance that | haven’t nogrdd, that you think can be
beneficial to this research?
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Appendix 3 -The Interviews

Interview 1

Interviewer introduced the study and then we disedshis views about marketing in
Iceland in general:

My views on that are that it is more reactive, match planning work or strategy, just
operation that is what | have seen, companies atefallowing some marketing
strategy. It is all about just making great adwangy and be funny.

Not so long ago, companies went to Saga film (pctdo company) and just said: |
want funny advert for this brand.

Interviewer: | talked to a company director thisrming in a small company and she
told me that she had problem with knowing whomrtestt Because she doesn’t have
the all the time in the world

Respondent: Advertising agencies blow smoke intapjges eyes and maybe what she
needs is a marketing director she can hire!

Interviewer: After each media research everybodig ¢eer and tell her that they won
and she should advertise with them

Respondent: If it is not winning it is defensivetary.

Interviewer’ Then | will come to the questions, gde stop me if you don’t understand
something.

1. Our overall goal of this company is based on pabflity and we have specific
profitability goal, fixed proportion of turnover. v@rall goal is to give the
owners some revenue.
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2. They are of many kinds, and this is something Weatre trying to make better,
especially communicating information to everyomgetnal communications are
on one hand meetings with all the departmental @kexs, minimum 4 times a
year, everyone that are responsible for some bualgeeople. Then on the top
level, executives meet once a week and the issqiadscome up are discussed
there. Communications between people are varaeending on how people
work cross. Warehouse and distribution communicatéh each other
departments everyday and sales department andasetgpartment as well, but
maybe sales and warehouse have more formal comatiamcbetween these
two departments because it is not the next cham.al¥o have to communicate
information internal web where we put a lot of imf@tion and notifications etc.
Then we have the informal communications whichvary important and places
like the canteen and there people discuss issueppmortunities or something
else over the steak.

3. The organisational culture is kind of old; becatlsse company is 65 years old.
The period of employment is long; people work Herea long time, especially
in .... The most change (where people are changibg gnd leaving the
company) has been in the marketing and sales degairtout it has decreased a
lot in the recent years. The culture is what itbecause many people have
worked here for 30-40 years, it is very consenati®eople don’t like changes,
and resist to changes and my first experienceisfdhiture was when | came in
here and was trying to learn how to do everytharg calling people | thought
knew things, according to organisation chart atldsti The widespread answer
was: no this is not my responsibility. After thesf week. | thought there were a
lot of people that knew what they were not suppdsedo, but didn’t actually
know what they were supposed to do. However, titere has developed more
and it has become better, it was in those timedeldyand difficult to changes
things but it has changed a little bit. Two yeago we re-engineered the
company which didn’t end formally enough. There eamut values which have
changed the company a little bit. | think, thayafu asked people, there weren’t
many that could tell you where they are. | am gdiogry: Trust, discipline,
initiative, culture. | am sure | one of very fewgpde that can tell what they are.
We have tried to shape the culture in this formveNitheless, like in many other
places, we haven’'t been working systematically ghourhere are enough
opportunities to change or make the corporate lbetter. Part of this is that
we have departmental barriers and the attituddbheas We and You. We have
been trying to break these barriers down and trma&e people realise that they
are playing in the same team, it is just in différpositions. Their jobs might be
different but neither can be without the other.

4. I'm now more fully aware of this and we have besing to put it more into our
business, it is hugely important that all stafftiggvate in this. Often we see
undeveloped opportunities when we introduce newlycbor new big campaign
not to make the general employee the spokesmdreadampany. Then we have
tried to begin with internal marketing, like whemr wtroduced Coke Light. We
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had a program here internally for two weeks betbeeproduct was introduced
to the market, where teams internally were compgedind this psych people up
and this was a big success and every employeeipate in the launch and the
first days of this product. This is something we going to try to increase and
this is very important because when we launchedIMaBoke some years ago
we didn't do anything like that. Then when somstribbutions drivers were
deliver the product to the sores and the store genasked if this was a new
product, how is it, the driver answered. It is disting! This is why it is
important that all employees and that everyonesatkng the product to the
market. If you are unable to sell the concept witthe company and make
employees stand by the product then it is not likeyy that you can do with the
actual market.

5. There a quite many people, from the director (jplesi of the company) which
has everything regarding the company as a wholdleeTdit is considerable my
decision and then we have as well brand directiorsefach product) that take
decisions what media to choose, what is calledjbbmessages. PR is more on
my table and these things that are important fossages and the image of the
company.

6. This company is very marketing advanced. The pegjar of budget starts with
analysis of opportunity for the brands. Then weell®y strategy and action.
Then the budget is made which is then extract pmamluction plan and we lay
out a model and if the outcome of that is not weaatisfactory then we have to
cut back here or add there and try to optimiseotiteome. Luckily (happily)
we start with the opportunity for the brand.

7. See answer 6.

8. Yes, the development what is the newest and fs¢shethis business. The
competition environment here in Iceland has alfo@mced the development of
marketing communications, both the quantity of atisement we are buying,
the message is almost always the same but sometimdsave to answer or
respond to different circumstances. Then anotlgefdator is sociological factor
is Health and Health related issues. Emphasiscbanged a lot, one day is
sugar poison, another day is [did not hear] Poisbims all influence or
marketing. New technology, new media, new equigméwerything like this
affects our business.

9. The biggest part is the propensity to consume hadtanges to sugar free soft-
drinks and water drinks, more healthy options. sTisi the biggest part that
shape what we say, how and when.

10. Yes, in most cases we do, if we are working fotynaith operations or brand.
Our policy is always to work with specialist, weeuadvertising agency when
we need to perform an operation e.g. when we nepdoduce an advert, form a
message or something like that. We don’t use aguggt agency in strategic
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purpose like some other companies. For media pignand buying we use a
Media House. PR office we haven’t use very muclhitla bit on and off, we
have tried a couple of offices but we haven't hagbad experience. We are now
working with a single worker which has been doingiee job (hefur skilad
sinu), and is worth the money we pay him. We aiagu®R to when we see
opportunity to do so, in big campaigns, to get s@r#a coverage. In more
cases, we use PR when we have crises (crises nmaeafe like for one year
ago when some brewing was in Svali ( fruit drinlg worked with a PR office
to know how best was to communicate this to theianed

11. Normally: we use direct promotion when we promimt@ur customer (stores),
both we promote the brand or the product with imfation about it (every
month)like: ingredients, quality and what promotiaie are going to use to
promote it. With this we are trying to sell thene throduct/brand and that they
want to have this product in their shelves.

To the consumer, normally with new products we tiwyuse informative
messages, we use print media, the internet or samgelike that, where we can
communicate further information. Then we use mediauild up the image of
the brand like, TV adverting and Radio advertiside don’t use direct mail
much, normally because target groups (markhoparhar accessible. Analyses
(of target groups) are often non-systematic and ihiwhat is needed on this
market, good databases to be able to get the tgrgeps. We also inside this
company, try to have some happening or stimulasituation here, so people
inside the company believe what the company is dpin

What about 2 for 1 in stores, is it from the stooesfrom this company?
Normally it is a part from our promotion. Then theal is to enlarge the
purchase. When we are promoting new products wis, inicluded free with
something else, or is bonus with something elsé on promotional offer. This
is part of keeping the storekeeper interested,libas interested in the product,
he wants to have offers for his customers but &ingt foremost to get consumers
to try this brand or product, to give him increasggportunity to do so.

12. We have tried to do that, a great deal more iermegears. We try the
integrate approach. A year ago we went to Cokelitleworkshop in IMC. We
try to look at everything and the brand manageystdr make integral plan,
where they look at sampling, offers, direct adwerti PR, promotion to
customers (shops), internal staff, consumers \&fe.try to bind this all together,
and to make a total stimulus plan even though wehave to break it up again,
because we maybe doing sampling ourselves, Mediarkdp the advertising
plan, and maybe the third party takes care of “eapms”. But the plan itself
looks at the whole effect and to connect all thibggether. We are always
trying. Like with Coke Light, “The right taste, saidgess” This is the red thread
in the marketing communications first 1-2 yearshwitis product. We are trying
to punch in that this is the right COKE taste, dhdt it is SUGARLESS,
because it doesn’t say diet or something like tidte look, the feeling, slogan,
the effective should make people realise thatithSoke like and this is what it
stands for. Another thing we are trying to charsginat the tendency was to do
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everything at once, in TV we were sometimes tryim¢each people something,
but also trying to make them thirsty and that theyt to go and buy the product
and in the end people don’t take anything in. Sardghust talk very quickly in
30 sec, just to be able to tell you everythingdbmpany wants to tell you. We
are trying to use the strength of each elementsanthg just one thing with our
ads.

The decisions are in the hands of the brand masagel they are like the CEO

for their brands.

13.Yes it has changed considerably. Ten years agonhehad, offers promotions
and some advertisement. Then when Fridrik startébde, company started
continues advertising. Every brand was in the @irgdvertised) but little else
done. Weight games and promotional have incremsextent years. The media
is though still the key in this, direct advertisethe But the weight of
promotional and things that are done within eacbpshor stores has also
increased in resent years. PR opportunities aceiadseasing. | can see that PR
opportunities will increase. The stores have bdxa @ increase their.

14.See paper...advertising has decreased and sales tmonhas increased. He
started talking about how difficult it was to reagbung people; they use the
internet, but don’t watch TV so much or listen adlio. Have their I-Pod in their
ears, our traditional media like, TV, radio, mages, doesn’'t work for this
target group. There is problematic to reach thigetagroup. The Media buyers
aren’t trying to work out how to find these youregst | feel like shooting the
wrong bird when | putting an advert diverted atnegers on Tv. What has
happen is that promotion and what happens insidestares and shops has
increased at the expenses of advertising (whichdeatined a little bit). The
computation has increased and it is more expensivdo the business. In
addition, the same is happening in print mediag Ndth radio advertising a
couple of years ago, (because now we are getting moed more newspapers
and magazines) that if we are going to get a deeach then you need 6 — 7
media, in the same newspaper+ magazine market.

15.The focus is on present business, beverages, readyink; there we are
developing more the health line and tighteninghgdelection e.g. strong spirits
in the alcohol department. Then it is working mordetter selection lines, like
water and juices etc. Another challenge is totéilaithin our product range
more then we have done in past. The third challesge dilate more then we
have done and find out what another businessesrevg@ang to try. Is there
something that fit with our business?, we havetetiaby looking if were any
businesses we would be able to use are same diginbsystem or our
marketing expertise, so we bought 50% shares inkiMijpwhich is private milk
company.

16. It is the same answer again. How can we reachtarget group at the most
efficient way? We are also changing the organisaticchart in our sales
department, we are establishing a new job desgnppromotional manager, we
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are trying to forge ahead in this matter, and tyyia build up knowledge and
systematic activity on this promotion field., e.¢pat is happening new in this,
revalue the promotion activities we do, what is kuog best in the stores, etc. |
think here we are wasting the most of money artunktthere will be a good

opportunity for us to use our money better. Carfaoportion of our turnover
goes to jointly marketing projects ( for the compas a whole) and this will be
part of that figure and our goal is develop a supeknowledge within the

company, and that this we come in use for our satht we will sell more and
build this into our development of our brands.

17. See answer 16.

18. Yes | know the term

19. Yes, | recognise this term. | think this is mepecific, this is more related to
our company as a whole, and that maximum commuaitatimpact is
guaranteed. You don’'t have one tune in you radiarad another in your TV ad
for the same product, and then it looks like youeh2 products...

20. (Interviewee needs to take a call) | think thi® @ more general and extensive.
There must be a lot of actions that follows thisindeon. This makes a lot of
sense.

21. When spoken, very important. In reality we arantgyto do better ( meaning
that they would always say it is very important dhdt in reality they aren’t
doing as well as they say) Sometimes in a huregpfe are unable to think
about the big picture and often forgets to integratVery important all the
same.

22. Yes, it is more important, now then before. Whmmpetition increases
integration becomes more important. Big part isuse the marketing budget
better and how we communicate our messages toustwroers and consumers.
We try to minimize this unnecessary spending.

23. We went to seminar and training to Coke, we haatdhabout IMC before and
thought a little bit about it but after this semiret Coke we started working
systematically towards integration. Before wedrte integrate our messages
and actions. However, the last year it has becoore important.

24. First and foremost we are trying to reach the gores from many different
angles. E.g if we are introducing a new drink aredlwant people to taste, How
does the environment have to so the consumer toaaste it, in what state of
mind does the consumer have to be in to taste.itagtd we then found some
ways we can approach him. At the same time we haveake sure that have
positive opinion on this drink and we use some mediverage and ads to help
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us there. This all have to be integrate and th¢geprananagers for the brands
have to think on this grounds when planning a cagmpa

25. Yes, very important. Both because of decision mgkirocess and also because
of the brands we have to report to Coke. We trymiake sure to get the
information we gather to the groups (within the pamy) that needs them. We
also monitor our brands, e.g. How does the taggmip like the brand (should |
say, how much...), is he going to buy the brand, ldows he like the ads, the
message etc. Then we have also used the life stylegy, what opportunities
are there, what groups, other than age groups sang the product, what and
how about buying behaviour etc. so we know whieeeproduct should be and
how we should communicate the message. Then we &lmo had done our
own research like now about the beer buying behaviélow do people choose
their beer, do they always buy the same, makesvad®e them change their
mind etc. It can helps us where and how you adseeur beer. How can we
help people to make up their mind that this islikst taste? The results show
that this is very emotional decision and then iimportant to try affecting the
target group on that level. Very often, it is dese somebody else bought this
kind of beer, you are used to do it or you saw @ ed that made you want to
try it. Like one of my product manager told me @n&dvertising never affects
me. | only buy well known brands!

26. See question 25

27. It is very informal. After each campaign we try down and check the sales
objective and other goals we had set for this cagnpdike trial, or awareness
etc. Then we don’'t meet our goals we try to see,wihat was that didn’t work,
what can we do better but we haven't like maylgosssible on larger markets to
be able to say this is what advertising gave wsala, maybe there is very costly
computer model that can calculate that. We triptd at if the campaign went
well, then we say great, what can we learn to uséhe next campaign, but
especially if we don’t meet our goals then we cheblat went wrong, was it the
message , was it this or that. We have sometirkeddr our summer campaign,
done a tracking survey afterwards, was people giaating (in the summer
game), were they happy with this or that and trggbsome feedback on it. We
do the same if we see that advertising campaighwarking like we think it
should, not attracting any attention, not affectiuyer behaviour then we try to
estimate what went wrong, using sales and trackguge. The group that meet
is the marketing people, sales people and the pedmm the service
department, which get lot of the feedback, esplycifapeople aren’t happy and
also the drivers that also get the feedback froamest owners. The brand
manager tells everybody the results and then ewdsylell their views about
the campaign, and what they heard from custom@&itgen the brand manager
writes everything down. When the campaign is rognive get tracking
information and we also get a lot of response fthmservice department and
from the sales people. We have also been thin&bwut pre-test a concept
before we start the campaign, like message, adard®verything like that. We
are trying to find practical method to do this. \Aleo have a lot of experience
of this market and | think it has a lot to say bis tsmall market we are on. The
expenses isn’t that bad here, if | compare to Enhta take an example. When
introducing a new product | am sure that they arermany markets that are as
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easy to introducing it to as here, when we intredu€OKE vanilla here ( the

drink was a disaster) but in two weeks time 67%hef nation had tasted it. —
They tracked the information very well and afteeameek we had targeted 80%
of our target market. Coke doesn't pilot test thpgduct in Iceland very often, |

remember one other case than Coke vanilla.

28. See 27.

29.1 think we are one the first stage, though we hstaeted the next step, it is very
interesting to see this picture. This is actuallyat we are doing with our
organisational change; to make the marketing concation more systematic,
SO were getting to stage 2.

30. With first sight it looks like a reasonable piauand | think so, but this is the
first time | see it.

31.Same and question 22, 23

32. | would say time and money. Normally are compani@asd we are no
exceptions, employing as few employees as posaitdeoften they are using too
few people, therefore we are often working too tas move on as quickly as
possible. Communication will not be as systemasi¢heey should be, and very
often we are just trying to troubleshoot thinggdda malunum fyrir horn) and
we are not thinking deeply about all our decisiongnother problem is that
everything happens so fast in this market, all geantakes almost place
immidetly. It can also been advantage. | could havedea to day about a new
drink that | would like to introduce, and | couldve it in stores by mid January
and ads and everything ready. | wouldn’'t probaldyas much planning as |
should do but it would still be possible. Howevexery change happens
quickly, and it can be very difficult, if you havyalanned very well ahead.
Thirdly, limited knowledge and expertise on thisrked, e.g. if | wanted to use
this picture, The development of IMC, | wouldn’t &kle to get any information
or consultancy about it. Adverting agencies thihkyt know everything and
would say they knew it but in reality they wouldkitow anything about it.

33.1 think people here will adopt this at some lew®lf not systematically. We are
still having people doing the media planning ineband using the judgement to
put it in front of shows they like, even thoughyhee not in their target group.
Larger companies will start to work after IMC buwtithe smaller ones.

34. In our company it is very different. Consumerg gere mass marketing,
adverting etc but the stores - the companies wé& wmre one on one. We try to
make sure that the stores want to put our prodtuttie stores and that he wants
to sell it and that he believes that consumersim@ierested in buying this
product. We have this push strategy towards thestbut use mass marketing
with the consumers.
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35.The message or the subject matter (the meaninff)eissame in each cases.
Towards the smaller stores that we aren’'t in oneone contact with the
communications are the same as with the consumers.

General questions

7 1/2 year

Director of marketing and sales department

University of Alabama, B.S in international busiee

220

5 milljardar IS KR, £37.324.574.50, exchange r&#&,300

51/2 milljardar IS KR, £41.057.031.95

Mostly privately owned., 6 shareholder own the naighe company.
No nothing, he did understand everything

NGO~ WNE

| had one additional question: What about the maerAre you using that much. NO

very little. What about in the summer games , ane ysing it there? We have used it a
little bit when we have the games but next yearhaee a big campaign and we are
going to use it there and then. We have also bhimiing about all the blog websites

everyone has and how if we can use them, can weows@roduct there. Our own

website has not been used systematically but isalive and we used it when we
had our games last year. We have been advertisiegdn football websites and t2 the
water at barnaland.is (women web) . It is very e&spee to put an ad on this webs, to
reach people is very expensive (snertiverd) we magone any work how banners on
websites works.

Mobile marketing is not used systematically in &®l, we haven't used it all.
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Interview 2

We have been based here since March 99 and evgridadder this same roof.

1. To produce and sell quality furniture, office andtitutional furniture. We also
import furniture, especially chairs and that kirfgpmducts. Our main goal is to
be leading company in designing and developingeféind institutional
furniture.

2. (he misunderstood the question and starts talktaheusales people) We have
our client base but people can access us throughstbre here, and the
workshop or garage is the other end of the houswst Mf office staff is also
selling. When a customer comes and place an oitdés, installed into our
system and sent do the foremen, here in the bduky Theck if the product is
ready to be collected or if we need to produce it we need to order some part
of it from somebody else. It can be both supplighiw the country or abroad,
e.g steal manufacturer that produce steel in charproduce. Communications
within the company are like this: On Fridays thkesaepartment and the office
staff goes over sale and all offers and proposstithiat was obtained that week.
In the production department they have meeting @nseek, what they need to
fulfil (serve) in the coming week, is there anyilpithey need to order from
somewhere else, or what the situation is with gratluct, both in production,
import, or from our suppliers. Because of the sizthe company we are able to
meet everyday informally, and if there is some erathat we need to look into
it is very easy to just go over and speak to thegeyou need to talk to.

3. We have annual celebration and then we have @Grastunch and barbeque
party during summer time. And then the company mii@s to offer one or two
trips every year. This is 50 year old company, laasl been based in a couple of
places since it was founded, we were on Skemmuveegfore we moved here.
Some employees have worked here for a long tim#ainecore, and then we
others that haven't work for so long time, and vewédnhad a little bit of labour
turnover, but is has been stabilised now, oftenha@ workers that didn’t stay
for long time and it was a little bit of a probleBut now we have some foreign
employees that have worked here for some time arthdo be settle in fine.
They work with production on our furniture.

4. Didn’'t ask this question
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5. ltis | that make that kind of decision.

6. Budget decision | take with the office manager #mel board director (which
works part time)

7. We look at what we did last year, and try not tofgiloaway from that figure.
That is what we usually do. And then we have ydaatshaven't had as much to
do and then we have to advertise more, if we asdyming a new product we try
to advertise it more. This size of company capérsl time doing a lot of
research, it is more based on a feeling, what thiek need to be done. We have
just finished making a new Tv advertisement thatjugt started showing this
weekend and we are going to air this ad quite thifirst part of this year. Last
two years we have been using a lot of offers nepsipadvertisement. That has
worked well for us but we can't endlessly have &féVe are now going more
into image advertisement in TV. 4 years ago weewapre into TV ads and
before that also in TV ads. We are going to buse¢heewspapers offers on hold
for now.

8. Didn't ask

9. Didn’t ask

10. We haven't used PR agencies; we did that at omet pdhen we had some
“happening” here two years ago, it wasn’'t very sgledBut we have used
advertising agencies, quite much for decades dgtuslVe started using
advertising agency 30 years ago and we have beemenag between
advertising agencies, even though we are littlecbitservative. We are now
with “Himinn og Haf” which is based on Tryggvagatdey did this new TV ad
for us and we think it is great. And the also de mmedia planning and buying
as well. Sometimes we buy advertising our selafget special offers from the
newspapers. (maybe we put an ad in the Morgunbkadlidthe Frettabladid and
Bladid call us and give us special deal if we brwgnf them). Normally the
advertising agency does the media plan and buysadke We have also used
radio advertising with other ads and then we hdways used media plan. We
also regularly print brochures, and always broctidioe new products we make,
and we try to send them to architect agencies,Usectney have a lot of control
what kind of furniture are bought. We produce &flwmhiture for schools and we
sell a lot to commune around us, a new school Ingtskoli, all the furniture is
from us. Reykjavikurcity (local authority) buys @t from us and is a big client.
In February and March do we send our brochureslitscaools in Iceland,
around 500 schools all together. Last year we @iddsa brochure to 6000
companies in Iceland and it didn’t result in.

11. We will now use the Tv ad, and also radio adseeisly in the morning,
around 8 o’clock when people are on they way tokwast to remind people of
our company. We use the slogan: on-stop solutiaoffine furniture. We try to
advertise in the beginning in January, because aamap and institution will
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have new financial year and then they will startsgend money. January,
February and March and April we will advertise aajrdeal, May, June, July
and August will don’'t advertise and then we stgdia September, October and
to mid November and then we skip December becdube €hristmas ads.

12.No, we haven’t done that, not systematically. 'teemember whose voice it is
in the TV ad. Maybe it is the same, | asked foldifaar Flygering for the radio
ads, we thought that he had this masculine voieé,| &hink he might also be in
the Tv ad. The brochures and print ads doesnk tbe same either, but the
agency does both the brochures and the print aols. tNe ad agency is doing
for us print ads that we are going to use for fings$ half of the year.

13. No, I wouldn’t say that. | have advertised marenewspapers now in the last
couple of years than before. We used newspapeffad®ffers” on chairs,
which worked very well. Prize is the reason whywent into newspapers, we
made a good deal with one of the newspapers angrthe was really good.
This chair is what we advertised, it is Icelandesigned, designed 3 years ago
by us and Petur Luthers 3 (shows me a pictureandon’t do anything except
putting it together, the parts are imported frormesal companies abroad. It is
advertised for everybody, and we got also peomenfsmall companies that
only needed 1,2 or 3 chairs.

14. See paper, direct mail is 10%, PR is very litdeaz We often invite customers
to come and meet us here. 65% in advertising

15.We were doing similar things 5 years ago. Maybeitiernet has changed but
we don't use it very much.

16. We have been trying to go to trade fairs to chédclwe are able to sell
something abroad. We are looking at Britain beedsstain imports a lot of
furniture, from Scandinavia and from Germany. Lyesir we went to trade fair
in London, and maybe we are going again now, buhaxen’'t decided yet. We
are doing this with the Trade Council of Icelandl ame have been told that it
can take 3 to 4 years until you get your firstrdieHowever, it is not easy, and
the cost of transporting the goods from Icelanchigh. We have to have
something really special to get into that markBb you think that you can get
any bigger on this market? Yes we can get biggéninviCeland, Iceland
imports a lot of furniture from abroad and theraabody like us on the market,
producing their own office and institutional fuumé. Axis is mostly in kitchen
furniture, Penninn is also producing a little tpstly furnishings and mostly
they sell imported office furniture. In school fiture our competitors are
selling imported furniture. Our share of the maike20%.

17. Same as 16
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18. No

19.For IMC

20.For IMC

21. It is very important for our company. We haveotidf regular customers that
come over and over again. Big companies and unistit are always coming
and buying something. It is however, every impurtédo advertise your
business, companies and advertisement are easjgtfen. People maybe buy
furniture around every 10 years and therefore nesessary to remind them of
us. Penninn (our biggest competition) has a bigssaepartment, both for
consumers and companies, and are very big in papdr all operation
equipment. Many companies are in service withrtbpéeration equipment from
and then when they are sending them e.g theingavio is easy to send them
something with it e.g brochure or some kind of off€hey also advertise
considerably. That's why we think marcom is impott for us, because we
need to advertise.

22.Yes it is more important now then in the pastslimore important because of
the competition, because Penninn is so strongglsa®ng sales department). 20
years ago Penninn wasn'’t selling office furnitufesomething then some chairs.
20 years ago we had more furniture stores that st office furniture, like
Gamla Kompaniid, Kristinn Siggeirsson etc. Thesenganies do not longer
exist. Now, last 5-10 years we have all this imgdrturniture and it is harder to
produce the product, harder to run the business have to develop and design
new products and try to find something that will,s&orking with architects
and other people outside the business. Compet{tegsause of the import
furniture) are much bigger than you and seem alwayBave new and new
products.

23.Last 5-10 years more imported from abroad....

24.For IMC

25. No. However, we try to see if companies are mavegjablishing, schools or
institutions changing or something like that, anel wge the newspaper for that.
We also try to see when tender offer are being,héldew houses are being
built, Samtok Idnadarins (The Federation of Icelaidustries) has once a year
a tender offer meeting with the city council , wdéhey go over all the projects
that are starting from the council perspectiverghge get information and can
contact the companies directly and when we see dhelso finished building
the buildings we go and try to meet them to shaewtlour products

26.No, we don'’t use that
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27.We use what we hear around us, often people contesay: We saw or heard
your ad. Sometimes we notice that more people dontiee store. We always
look at sales figures for each week.

28.see question 27

29.For IMC

30.For IMC

31.Like said in question 21

32.No barriers that | can think of.

33.The competition is going to become harder and teugithe future but I think
that it is a good thing.

34. It is totally different to sell people somethingat they are buying with their
own money or if they are buying something with tr@mpanies money. It is
much easier to sell to companies than to consuaretghat’s they reason why
no furniture are produced here in Iceland for comsis directly

General questions:

| have worked here over 30 years

Managing director

None

A little less than 35

ath 460.000.000 or £ 3.490.401.-

480.000.0000 or £3.642.157,-

. My father established this company 50 yearsaagbnow it is own by my family.

NookwhE
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Interview 3

Two people were in the room:
Interviewee 1

Interviewee 2

1. He laughs, we actually had a career workday thiskweere we did developed
our strategy for the next 5 years, this we did waitrour staff. Overall goal is are
actually 5 or 6 things. It is profitability (ROI3atisfied customers, satisfied staff,
trust, be fear and justice and follow the law ahithk about the environment.
We use the slogan, Have fun together (Gaman , saovan these 5 or 6 things,
This is can see on the computer screen were ssaffin our canteen and we
introduce each goal once a month so we try toviotlus up.

2. The staff is not all here in this building, we @me3 different places. There is a
new auto shop on Selfoss and then we are mostdy harwe also own house
above the street and another one below it where staif works. Then we also
have 2 subsidiaries. We have been able to usefdrenation technology to our
advantage (email) and if something is happeningautact everybody. The
director (president) of the company has a frequeaéting about the situation
and the goal of the company, we use a lunch meatlog

3. This company has a lot of energy. The car dedfersbmpanies need to go
through lots of rainy days and bad years and tleeyn good years. The core staff
has period of employment up to 30 years. Everyhbihks about each other
and also the employers thinks about what is ganigaippen tomorrow, not just
what is going to happen today. This is actually $pirit in this company. The
last 3 years have been very good, but the 2 yedoseébthat were very bad, then
we had been investing heavily and we were movinthi® place and that did
actually cost us much more than we thought. Eweng staff, administrative
staff has worked here for a long time. Period ofpkryment of all the
administrative staff is over 200 years!

4. Didn't ask as such...
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5. The marketing department works this with the heafdthe other departments.
We start this work in September-October, we startdbing sales budgets,
investigate the market (doing market research) taed designing the budget.
Then, the marketing department makes final decisibaut the action plan
itself; we are 3 people here in the marketing depamt. We make the plan and
bring it forward and get approval from the direcforesident).

6. Same as question 5

7. Yes. Every product has a life cycle of 7 years. e the life period of the
product and estimate how much we are going toaselbrding to the life period
of this product. Then we estimate certain figuregadss margin in marketing
budget and then we dived this figure to each ofstiages of the product, what
needs to be done, how much we need to invest.

8. Not asked

9. Not asked

10.We usually make the things ourselves, we get afladformation and pictures
from the production company, we go through thigfsand if we can localise,
we do so, like BMW all the Tv ads come from abrolds international brand
and the target group reads English as well asridetaso we can use the Tv ads
from abroad. But if we can’t do that, we go to atigeng agencies to get some
ideas, and the production is then done there, daggarTv and radio but all
newspaper and magazine stuff we do ourselves. Edlgat we are advertising
so could mass product, and if the advertisementahést of trees in it, and
beaches, deserts etc, something that doesn’t nvatbhiceland and then we
need to do this ourselves. Regarding media ptgnand buying we have a
Media agency that has some programs to help usmmexiGRP and such
things.

11.We use most of the media, and mix them all toget\ér use the newspapers
and magazine for more hard sell or to generatéidrafith information about
prizes and things like that and we use it a lottwydo get the frequency 1-2 all
the year around with our main products. Regardimgimage we turn to TV
and Billboards, signs. We are starting to use #ukoragain , we haven't used
that a lot the last 2-3 years , last 2 years wesliead a lot of additional demand
and then we have tried to build up the brands bwt it is toughen up a bit and
then we try to push the sales button and we use naglio to scream a little bit,
come, come to us...

12. Yes, when we are introducing a product that isartgmt for the company, then
we try to get a journalist to try the car and wtieout it, try to explore the
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material from the supplier, do we have to makeawn material or can we use
what has already been done and then we send a diegicto our target group,
invite them to a “happening”. Then we advertisenost media, and then follow
up by some sales action or reminder. The budgei so0 we can do quite a lot.
We are doing something every week of the year. dM®t have a time when
nothing is going on.

13. It changes maybe if we are having a good or baad. y)dow we have to use
more radio because now it is toughen up a bit bed e try to push the sales
button and we use more radio to scream a little dmime, come to us... See
question 11.

14. We have benchmark for each category. See papszdolt

14a) No, this is moving downwards, more emphasisales, and promotion, and
direct market. This is so easy for us. You haveegpster your car, so we know who
owns what car. It is very entertaining, in the weh@D- 15.000 cars are being sold
every year, it is not that much. And, life time «cdrs is 8 years, totally around
160.000. cars. We have 10% market share, whiahognd 16.000 cars, the direct
marketing is very simple for us, each telephoné cast maybe £1.50 so 1000
phone calls aren’t that much, around £1500.

- How do you manage to increase your market sh&0e80% buys the same car that
they use to own, or buy a car from the same caeddap. 20-30% are between
dealerships and this people are the ones thatusodte most to get to, this are the
people that wants discounts or wants to try somgtimew. We always start by
using advertising, to try to reach them at emofidenzel and then we try to invite
them to come for a test-drive, happenings, and wweesend them direct mail where
we offer them something and to make it easier lient to change cars. What is
very important in this sector is the Word of mowthd service. What we are
working with now is to improve the service expedenfrom the customer
perspective and we are now defining all our sergicet become always the same
and measure it, so the staff know where it can avprand where it stands. We are
looking at the quality standards and we found bat bur querulous system (service
system) wasn’t working well enough, if they are happy with something, it can
take a long time to fix it or it isn’'t fix. But ware trying to fix this. In our little
community if we get a good word of mouth and if pleothink they are getting a
great service here, very soon we will sell more. akkegetting 1000-2000 visits here
every year, 5-10.000 on the internet, in ten yetmse, this will be a lot of people
and if these people will experience good servidg imhore likely that they will show
up next time they need to change a car. Our siyasew sell less, but getting more
out of each sale and those customers will be happlythat he will want to come
again. People also have less time than they wsedd if a car is delayed by one
day, everything will go crazy, you almost will gé¢ath threats. The pressure and
the time factor is what matters to people and weetta make sure that our staffs
know the pathways. We have also problem with thengopeople. They seem to
have very different expectations, we maybe thinkatwie are offering is enough but
they have very different expectations. This creas&ress with staff and the
customer (young people) is very dissatisfied.
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15.No these are what | use.

16. We want to be able to get through to the youngpleeand be the best we can
serving them. It is extremely difficult to get toyng people. It is the learning
process. It isn’t all about buying the car, to drisnd be very happy. It is
something that you need to think about. Often thayk that nothing is going to
happen to the car, but the truth is that 1 of exi€ybreak down a lot, 1 of every
3, quite a lot. In addition, it is hard to meetithexpectations but this is still our
best way to expand our market share. Getting theamgy will help us expand
our market share if the loyalty stays the samés #lso hard to know where to
reach them. When | started working here, it wasugh to put on page ad in
the Morgunbladid and everybody knew about the newaIt Megane. Today it
is so much more complicated. Also more fun. Etrerugh we don’t sell Mini
here in Iceland we get all the marketing informaticom our supplier ... so we
see what needs to happen for the young peopleticere car. There needs to be
a party, competitions etc. almost like a game waoks(leikjanamskeid) for 25-
20 years old people. Either the love the brantherhate it. Either they are very
interested, know a lot more than the sales perstimey don’t care.

17.We are implementing CRM etc.

18.Yes, | recognise the terrt.was introduced when | study in America, in 1982.
was the main thing in my marketing studies

19.1 would say this was the core of our business.

20.Yes, with the value of the brand, we have beem¢yyo build a scale to estimate
the value of our brand in the beginning of the yaad then in the end, the brand
equity. This one is in valid here as well, justrendetailed.

21. Marketing communications is just something thas$ to been done right, it is
one of the stanchion of the company but | woulday that one was more important
then another

22. No, | wouldn't say that. However, it is hardemet through to people.

| think it is changing in that way that is goin@iin the hands of people working in
the marketing department to the hands of the 8taffworks in the company. Staffs
have now some kind of marketing awareness. It tsé@ a marketing manager that
did all the marketing jobs. The man who is at thentf desk is much more a
marketing person than his forerunner used to beséd to be that marketing and
advertising was the same thing. Marketing managém'tddo anything else than

putting ads in the paper or somewhere else. Maretnanager did just

communicate with advertising agencies. And we reoetalking about long ago,

maybe 6-7 years ago.

We made PR work for us, like 5 years ago, it helpgdiery much. Instead of just
putting ads in the paper, we also did send prdesages and then we got as well
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some credibility. We used it a lot for Hyundai, hese it had a little bit of bad word
of mouth first when we started. So, the ads diget all the credit for our success
there. There we had problem with credibility andihard to build credibility with
advertising, better to do it with PR.

23. He didn’t say that marcom was more important now!
24. Not asked

25.

26.

27.

We gather a lot of data about our customers andtahe car industry here in
Iceland. We know everything about the car itséié file everything about the
car, has somebody own it before, what parts haea beught for the car etc.
Out new CRM system, then we are trying to get miation about the
customer, consumer. what cars has he owned, whadtdt communications
had he had with us, we are going to record alptedae calls, emails will be in
this as well, all visits etc. This is starting nawd this is another challenging
thing we are doing. In addition, we do a lot cdgarch. We buy the consumer
survey but in addition we examine the people tletehbought a car from us,
how did they think the service was, two weeks |#ter sales person who sold
him the car contacts him, six weeks after the sermanager. We try to contact
the customer quite often over the life period & tar but this is just beginning.
People changes car every 3-5 years, on averageg®e journal from
America, How do people buy cars? Which talks alifitsteps, like if the
customer has just bought cars, you should sendahimewsletter and call him
up, to support him in his decision, that he hadghwthe right car. We have the
first service survey here, (shows it to me) wheeeinvestigated the garage, the
store and new cars, and used cars. This is grdowpedportance, and then after
grade of satisfaction. This is what we use syste@lft, staff in these
departments have this information and can thenorgr We also benchmark
this to e.g Toyota to see where we stand.

See question 25.

We evaluate, we are introducing a new quality systdere we use some form
of a project planning (project method) , where specify what the goal is,
who are participating, how much does it cost, dead| etc and based on this
sheet we do our work. Then we have another doctimleen this period ends,
where we fill in, how much did we sell, how manytmers came, how many
called, how many browsed our website, these is unabk/ goals that we try to
check against each other and draw some learnimg. frd something doesn’t
work, we will check what happened and to draw steaening form it, we are
not afraid to admit it. Like last fall , we usedeatt marketing on some target
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28.
29.

30.
31.
32.

33.
34.

group, and invited them to come to some “happenhegé, we should have had
12 people each time but we only had from 3-6 shpwTinerefore, this was not
really good or so we thought. Today, we have glhommanaged to triple the
sales plan so it had some effect. But it is alsal ta evaluate the marketing
communications. We also use tracking, what adwartent did you see in the
car industry and if we have started a campaign aveeasily do something if
nothing is happening. We started a new campaiganarcChristmas and our
tracking numbers went down and then we thought axeho do. That's what
we are going to do now, figure out what we needdoln addition, we are not
alone on this market and the competition is vergrg on this market. When
the exchange rate goes up we have to increaseitieeqh our cars in keeping
with that then the competition keep the same i don't increase the prize,
which means a discount of £2000 of each car. Timepetition is very strong
and often almost uncharacteristic (oedlieg). Thisat all about marketing, it is
all about having the right product and the rightdiand when companies have
too much of the product then they might go into p&tu marketing
communications operation. Then the ball startsoth and you start to follow
the tail of yourself and you are unable to contha@ journey and control your
marketing communications operations. Quite manywf competitors have
their lot full of cars and they don’t know how tellsthem all, subsequently we
are in trouble because the market is being desdroye

See 27

Yes, thinks a lot and stops. | would think we aking with the steps, | think
maybe we started with th&' 4tep. Apart from that | would say we did this. hi
makes a lot of sense | would say we would have bemking with step 1, 4
and 2. But first now we are starting to build daisds and now the sales
department first are able to do step 3. What veiltiee &' step. We like Porter a
lot, always thinking about the unique part. Thatlsat we are thinking about
now, where can we place our company so we can Ipeace ( verid | fridi),
and the unique part is therefore very importaniufar

Yes, | think so in some way.

ha?

Not letting enough Polish people in the countryekpand the market (laughs)
The market is too little, we need to do the sarke bthers do abroad for 10
times more profit. We have 4 brands, colleaguesaabmaybe have 1. It can
also be entertaining

ha?

We were very big on this market, and we did haspexial product but now the
competition is getting tougher here as well. Weenée first one to establish a
department around b2b here, and now have the otloeis the same. We use
mostly man to man, this market is not that biglge is the best way to get to
them. Now the companies try to get into this maget trying to compete on
prises and we are trying to answer that competiiprserving our customer
better, operational security.

Extra questions:
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A)

B)

C)

Hardly it is a random decision to buy a car, herdéceland? Yes, actually it is.
We actually did a research about this (telephomeesiyi and asked about how
long time passed from the time you decided to bagraand until you bought it.
Over 40% did it within a week. This is how it marks, everything happen so
fast and we were very surprised by this result.seBlaon these findings we
decided to be always in the air, and have highueeqy instead of advertising a
lot for a short period and then nothing in betweewveryday there is a person,
deciding to buy themselves a new car. And our l{egies people) are maybe
fighting with other car dealership over how many<ia takes to deliver the car,
does it take 2 or 3 days. That actually mattethiéocustomer and he goes away
if he thinks he can get car in 2 days from our cetitipns if we promise him 3.
Sometimes there is snow on the car and we haveake sure it looks good for
the customer, and it takes time. But the sales Ipeape scared of loosing
customers.

Our company is just service company, we are nadymimg anything, we have
to make sure that the car looks good but we dom’adything as such with it,
the other stuff is to sell and marketing it.

Difference between SMEs and big companies. Herleetand you can be so
close to the nation soul, and you can easily iflemthat the nation is thinking.
This you can’t do in large companies or even withige companies.Everybody
are so close to the economy, and IMC is aboutawatybody works together.. If
| would tell you that Hyundai is a horrible car,dayou would transmit 11 -this
would have much more effect here in this country

General questions:

1. 7 years...formally, but | worked here since | was 13.

2. marketing director

3. Doing MBA

4. We are between 120-130

5. 9 og halfur milljardur or £ 73.099.415,

6. A little bit less, 30% less, the classic wave ud down, the market is
saturated! If the stock market goes down like neycar sales go down,
it would be crazy if we would be able to sell peoftiat bought new car
3 years ago , a new car! It hasn’t happen (

7. His family

8. no nothing

9. Yes you may contact me.
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Interview 4

When | came to the interview | found out that tosnpany (BM Valla and Limtre
Virnet had merged. However, this was only on paped, this year should be used to
integrate their companies functions.

First | asked the marketing manager to tell me nady@ut the merger.

The companies haven’'t merged yet. Limtre Hf islelsdshed 1982 . It bought Virnet in
Borgarnes which was established 1956. It also hb@ardastal in Gardabaer and
moved the workshop to Borgarnes. BM Valla buysrttegority of stocks in Limtre HF
15 minutes before the annual meeting of Limtre bi§t bpring. Nothing changed after
this meeting Limtre Virnet was operated separaselg BM Valla as well. The goal of
BM Valla was to strengthen the domestic market @oduction.

We are now trying to merge both the companies aadshould hopefully be finished
before the end of May 2007. Then it will be rundme ID number even though the first
half of the year we run them separately, like |@wmg how, one budget for BM Valla
and another for Limtre Virnet. We don’t want to lmuthings, until we stand on your
own two feet, we know where we want to go and &warybody is on the same page.
The headquarters are here (in Grafarvogur, Reykjawve have operation in
Gardarbaer, we have steal operation in Akraneshdamangi, Akureyri, Reydarfirdi,

Employyes:

BM VALLA 250

Limtre Virnet: 150

| worked here for one year

Turnover, Over 9 milljardar or £69.289.398,-
For BM Valla 7 ¥ milljardar

2. . That's actually what we are doing now, this insrmarketing. Marketing rest
on communication and the infrastructure needs twdiking alright. BM Valla
and Limnet Virnet are both used to have operatiordifferent locations so we
have experience. With modern technology it worke. &k e.g reversing a lot of
phonenumbers (hundreds if not thousand) so evewyloath get into jointly
system. Employees from the BM Valla office wereving in to their offices
here today. These small things like telephonesjlsratr, are so important. The
telephone answering will just be in one place far whole, at Akureyri and it
doesn’t matter where it is, could be in somewherEurope for that matter. BM
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Valla had bought several companies and mergedet@company and there are
different culture, this is some kind of cross ctdfumarketing which we have to

think of and try to think about what the employees thinking. The needs and
demand of people from Akureyri or Fludum can beyw#fferent from the needs

in the headquarters.

When farmers ( a good target group for BMValla) hodding houses and staff from
BM Valla come and look at it, the farmers ask, wihatSAS are doing there.

SAS - Serfraedingar ad sunnan, = Specials fronstiuthern part of the country. So,
there is a estrangement maybe between people drks wutside the capital, and within
the capital. With Virnet (before it became Lim¥e&net) communications were never
good between people from the countryside and traplpefrom the capital. The
production was at Fludir but the sales departmexg v Reykjavik. It didn’t have one
company union.

The presumption for this kind of merge is that esgpks - staff are aware of the
changes, and are able to participate in it and kadwat is going on. Merger fails
because of the little things, that aren’t rightcdngse of people, it is in our nature to be
against changes and we are afraid of changes.bikdause we don’'t know what will
happen, we are afraid of the uncertainty.

HR manager (chief of staff) is very important jokré within the company, he needs to
supervise this, and we are trying to make sure Heatdoesn’'t get caught up in

something else and that he is not doing the job payroll officer or the person which

receives complaints from staff. We are also degdvhat we need to do, and it is also
related to marketing communications. We don’'t hamg mutual brands. We have to
make it up. We just products that don’t have a #hraame, they don’t have specific
name, that’s the beauty we are working on thesedkyeloping a specific brand names
on our products. This is not just for me, everutitol will be able to advertise specific
brands in the future, it is also important inteinahen everybody knows what products
we are talking about. This will be a one compani Balla. There are so many

solutions we can offer know, which we weren't atdeffer before, but these solutions
have to have a name, both our products and servidatsthese are very exiting times.

(Not everything translated minutes 12-17)

3. See question 2

4. Not asked
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5. ldo.

6. The final decision takes the company director (pesg) but | make the
suggestions.

7. It is forbidden to use percentage of revenue; thes most unscientific method
you can choose. Arhus University if that is notidden... However, even it is
academic forbidden, this is practically used. uépist been looking at an email
| got from the financial director, where | noticétht he put an X number for the
market budget of the company and | saw immedidtely he got the number
and contacted him. He told me that he put the munmust to put something
there until he would get the number from me. | tahyou that in reality that
people always look at comparative figures, likecpatage of revenue, it is just
how this business is, labour cost percentage @&mas. People always do this. |
do this little bit different. | actually sit dowwith the sales managers and now |
am looking what | did last year. | register evenythl do myself. | don’t go into
financial accounting | register this all myselfkxcel. | go and sit down with
the Sales Manager of Limtre Virnet and BM Valla,en they are doing their
income plan for next year and | want to know oratthey are basing it one, on
what categories it is based on. If a one categoipdreasing, then we have to
make sure that somebody notices the category @drands). It just doesn’t
happen by itself. After discussing with the sameanager then | make my
estimation according to that. Here | am only tajkabout communications cost,
how much we will invest in TV, Newspapers etc. THealso have to think
exhibitions, if we are joining them or not. In tead | will get some number,
which either will make me sweat or | will think theam too tight and then
maybe | go and revise it a little bit. | feel thhe income plan that the sales
manager does and the marketing plan that | make twabe related. The sales
manager has a many years of experience so of charBas something to back
it up with but he can’'t make his income plan unté have had our talk about
what need and should be done. | will look into thik economic statistics,
investment forecast etc. and that had never beea Hefore. Before | came to
this company all this plans used to be based dmégseand experience. | said to
the sales manager, should we have an overall goalething what we want to
be able to reach. We start with that and then we @& break our forecast down
to categories and at the same time | was ablegdie® my marketing plan or
communication plan would look like.

Q. Did you use that plan in praxis? No, not redicause in mid last year everything
changed when these two companies were merged tlevegh they were run separately
but we were actually going to develop brands far pduct but it was put on hold
because of the merger. | still had 4 million &wlic KR left, £ 30.546,01. We did
divide the year into six 2 months period and fooums some categories. | make
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decisions about what media we will use; | decidatwhixture of media we should use.
New material (ads and stuff like that are) are gbwveleared with the company director
(president) first so that he will always know whsitgoing on and how it looks and
sound like. He is the one who has the last wordsitib.

Q. What about the advertising material, are sthlié & see it before it is put in the air?

No, it hasn’t been done. It is also hard to sernsl tih all our staff because most of the
staff doesn’'t have to use computer at work. Newdeis, every departmental manager
will see it, and nothing will go into the air unéewith their full cooperation and they are

responsible for getting the messages through to tepartments and showing their

staff the materials. | will not advertise a certgipe of paving stones if our ware house
says we don’'t have any. However, very often, mkhin 80% of incidents, companies

forget to check with the people that have to answerustomers, if the products they
want to sell or advertise exist. It is easy topoesl to this by having departmental

meetings. The internal communications need todrg good and one of the things we
are going to do is sending out newsletter evergrotimonth with the payslip to staff. We

have to remember that all our staffs are our Jales.

10.1 use everything, | think. | never choose the camimation way until |
have selected the target group | will work withhat is the first thing |
do. | start with identifying the target group awtien | have done that,
then | will try to figure out how this group is. Bthe data that | get from
the Neyslu og lifstiiskonnun Gallap (NLG) (Translated The
Consumption and lifestyle Survey) is getting womethinner, every
time, you remember the colour groups. Then is #isoexperience you
get in this job. The Icelandic market isn’'t thag land | have been
monitoring it now for... | have been working in thdgeds of jobs in 21
year. When the target group has been identifiezl|itbstyle and attitude
and their consumptions as well then | will stadKimg at the contents in
the message. How do you talk to the target groupn¥ done this then
| decide what media to use.

Q: Who are the target groups of BM Valla? They rm@ny. Let's see. We have been
talking about this a lot here inside this company.

A) Specialists in the building sector like engine&shnologists architects, and master
house builders and all the people that relatedh¢obuilding sector and are have
studied the craft. Specialist can so be very difier and we need to talk very
differently to engineers or the master house busldérou might even need to talk
differently to architects than you would talk teheologists.

B) The nationwide consumer, the builder who is batdhis/her house (single family
house) and people who owns garden. We have mastjgttthe garden owner, not
the house builders. Here the pricing strategy lbabet clear. It should be more
expensive to me as the house owner to buy dirécthy the manufacturer than if |

2IN NLG Icelandic people from the age 12-75 aresgsibout 2000 questions regarding their daily
consumptions, interests, hobbies, attitudes anggssfons. The responses are gather together in two
ways, through phone and the by mailing the surirethe mail survey, the sample is 3000 but 2x 100
the telephone part. Co-operation partner is AC3¢iel (www.gallup.is)
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would buy from a master house builder that woulg bement for thousand single
family houses. Here we are using completely difiereedia than with group A)

C) Everything between A and B and very big group dradltiggest singular clients are
Husasmidjan and BYKO (retailers that sell to consignand also to specialist
everything related to the house and garden). Wd teetalk to them like we are to
talking to specialists.

That’'s why it is important that the brand (and fineduct) that you sell has some name.

When | studied 20 years ago, | studied both considmgng behaviour and industrial

buying behaviour, both that | am using today, thoowre industrial buying behaviour.

You give more information to industrial buying belwur, you find the person that

makes the decision and what information you needite them.In some cases you
have to find the buying sector in the company leefgyu contact that company. The
people within these companies can receive mordletaformation than John and

Jane. With them it is more important to look gogdu can get them by having a
relevant or funny or smart advertisement. Then 8tep and think, ah, ah and show up
in the store. We are advertising now, and it is/\@mple ad, we would have liked to

have it more complicated but we didn’t have enopigtures or metabolite It has been
published in the Business paper of MORGUNBLADID fdrweeks (This Business

paper comes out once a week). We are getting sespomd and people are saying: |
didn’t know that you had.. This product we are atising. Are we been asked for a
offer on Prefabricated House from parties that dikimow we had this product. So it is

deliver us something. | am trying to reach partthed specialist in-group A and the

owners of the companies and the big contractorsatteabuilding blocks by using this

medium.

The specialists can receive more information arténothey want to receive more

information. | use a lot trade journal and now ké&aought 5 pages in magazine
engineers and technologists for this year. The @miagacomes our 11 times per year so
| will have an ad in almost half of the issuesuseé TV for the garden and everything
related to it. We are going to increase sales ptiom® to engineers and technologist in
the coming years. But first we have to have somgtho sell; the product has to be
identified. What we are going to do is have maybseminar, and this house was
designed by that in mind, we have rooms for thigdkof stuff. We have also thought

about inviting them for watching a football gamelng screen here. We don’t have to
do more than that, and then they remember us. ddygdthis they have redesigned
their top of mind and we have reached a highereplacheir mind. When they get a

consumer we are more likely to get picked if thepember us.

25. We haven’t done that. | would say that our compaifieth of them, haven't
sold much, they have more just served.

Q. How do think this will be in the future? | thinkwill be easy to reach people; we
probably can buy this list from somewhere, like lisé of all architects. If | talking
just about architect, |1 would like to invite a vdng name in the world of architects
here to Iceland, and have a conference which wddvaganise. It could be a good
opportunity to let them know about what we are doirt is very important to reach
architects and engineers. When they are desigheaghave so much influence, what
is bought and from whom is bought. This targetugrisn’t that big, e.g. we could
make our company director (president) call all éingineers in the country and invite
them to see us or ask for a meeting to see thenenVBM Valla bought Limtre Virnet
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the companies’ directors went straight to see thagest clients, Husasmidjan og
Byko.

| use mass media, like TV, Radio and Newspaper nmreonsumer market but |
wouldn’t include magazines there, because we cathastrade journals Like farmers,
which is also a big client, we can reach all fasneby advertising in

BAENDABLADID. I'm not advertising in Tv because |amt to be able to say to
everybody, did you see my ad?

In the future I will want to build up a databasehninformation about our customers
just so I can send direct email to customers. Weally have started. We have a
department that sells ventilation systems and tiverdnave electronic newsletter that
we send to all tinsmiths in the country, which weWw of. In addition, it is free. We
have a lot of information in Lotus Notes, our conmaations systems but it is very
difficult to get information out of there and insomething else. Now we are getting a
new system, Go Pro and CMR system on that andlthenhoping that we can use this
system to analyse our target markets. | also wanise the web page more, even
though you are an architect or an engineer thermyanild also want to play a game, if
you can win something. The answer is yes. Moreave register a lot of information
about the customer, if he calls... but it is not egioto just write down information, we
have to use them!!! And the people say it is moetto use them, they are so busy. If
we are going to send people out they have to haneething to show the companies,
the engineers and architects. And that's what veevewrking on. We have started
making a map that they can take with them and gheveustomers.

26. | don’t do anything scientific. | know this is neéry exiting for you but in this
company we don’t have money to pre-test and medhereffectiveness. The
market is too small for it to pay off, because #ades would never be higher
than the cost. It could work if you had 6000% miargiLike with the ad |
mentioned, that | had put in the Vidskiptablad Morgladsins 3 weeks in a
row. What | do, | pick up the phone and ask. Haeehad more enquires? If it
hasn’t then | will check the media. If it isn’t theedia then the advert is bad.

It also depends on the media, time is money andesores it is not worth it to go
deeper into why the ad wasn’'t working. It is so mwheaper to advertise here in
Iceland than elsewhere.

Here in Iceland the ways of communications are naladrter than elsewhere. When |
called the sales manager on Friday to ask him i #d in the Vidskiptabladi
Morgunbladsins had worked he said. No | don’t thiénk But after some chat he said
that they have been asked to make an offer. Anskéc back. Where did it come
from?Well it was a man who called and said, | didkmiow that you had prefabricated
house. Then | said, | must have seen the ad tHgusales manager said, NO...They
heard it from somebody else.... But advert can waiikhout you actually calling in
and telling the sales person that you saw this ad.

IMC!
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18. | have read about this term or | know the coration of these words, | know it
can mean different things.

| would look at if Porter has written a definiti@out this term. Doesn’t say anything
for a long while. The interviewer tries to explaime term better.

Starts talking about Don Schultz, that he has m@dething written by him in the
Journal of Marketing. He doesn’t say anything alibatdefinitions

The interviewer talks about the Development of 1@ shows him the picture of it.
He says immediately: That's what we are doing!

1. He would say that they were on the first stage, dmme of our products are
getting higher. We are working on stage 2, andka, lltold you before we have
a quite a lot of data. But because we are mergitg ®ne company we are
falling down again and then we have to build oulagpin

We can’t do fourth stage because we don’'t measw@dntifically. But | always look

if we are getting more inquires, | was advertisimgadio last autumn and | asked daily
what was happening. | told the sales department whahad to spend to advertise it

and how much they needed to sell, so | would behwitrey money spent. But what

we didn’'t do was to call the companies and theaust we knew that needed the

product, that's why | say it more just serving thestomers that contact us, we are not
trying to sell them anything. But that will changdhen we have a some brands and
product to sell.

But | don’t think anybody in Iceland measure sdfedlly. When | was working in the
car industry we always waited until 5 or half 5get the sales figures for the figure,
which was resulted in the adverts the week befdtiey should you do a lot more work
just to see the same thing, you wouldn’t get amghmore information, you wouldn’t
add anything to what you know already.

21. Yes.... And ask me question?? | always talk abotegrial customer and
external customer. The marketing thinking is inrgvaspect of this company
and that’'s why IMC is important. Before we can tgethe external customer we
have to make sure that everything here is in haynaowl the internal customer
is happy. That’s what we are doing now.
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22.1t is more important, because the society is speedp, and the segmentation
can also change very much, when will we end intonene marketing. One to
one marketing maybe through email or phone. Amy #hre going to be more
spreader | when they are working from home, becatssy can work
everywhere. All communication will then be more wnfant, because all the
staff is sales people and have to be sales peopies,..it is going to be more
important. What this company is doing is goingnirdeing a production
company to being a marketing company.

Do you use Media planning offices? No. | talkeabb® office and | didn’t feel that they
were working in my best interest. They benefit thest if | advertise the most. | know
my self what | can get from the media themselvakIdry looking at then invoice from
the media planning agencies | saw that | coulcctst by 30% by doing this myself.

Here internally we have adverting designer, andishi®ing the design of our brochure
(for the sales people) but we also you advertisiggncies. | have adverting agency
working with me in the branding work we are doindgl.need to be able to talk to
somebody about this work, that is not here intéyreaid the guy | am working with has
experience from working with other industrial comjess.

| also want somebody from outside working on oubwege; all the print advertising
our internal person will do that. But we are nbl 40 use agencies to get some
counselling.

| am cutting down advertising budget in the phomébaround 1000.000 ISK ( £
7.620.000) because | don't think that people anegué so much anymore, we can use
the Internet.

He gives me 3 copies of a book about Iceland, whe&kent to all his suppliers abroad.

General questions

1. just over a year

2. marketing manager

3. MBA

4. 250

5. 5% milliard in the end of 2006 £41.057.031.95
7. Privately owned
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Interview 5

1. We are offspring subsidiary of a large company atire in Denmark which has
their goals of their own, and we are sometimes phthem and it is to be a
leading company in the products they are produciiige headquarters are in
Denmark, and they have companies all over the w@0dd000 staff which we
are part of. But we also set our own goals, aeg #re all almost just business
goals, to see more this year than the last, maitbar cost. We have downstairs
a shop, we have 15 employees in all, we have egsdperson the resells) that
are selling our products, our biggest client is &tusidjan. We are the only
company in this competition here that has it owilessaompany. Most people
know us for the radiator interceptor and thermastatd there is a lot of
competition there, one German competitor who iggdst competition but they
only has commercial agents here. Danfoss has witteproduct monopoly and
some reseller and commercial agents e selling theskicts.

Our marketing communication is based on advertisingoverage in trade journals,

and seminars, which we held here in this housee sHies people with Danfoss in
Denmark just stay on the road, travelling betwelasgs and they don’t even have a
desk at the office. We do totally different thimge have to try to get the customer
in here, to seminars, where we introduce to him pevducts and new service. We
are educating them, like engineers, architectsnpérs;electrician, we try to get

them here to use to here what is going on and tdegh to use our product. We
want them to think about our product and equipmehén they start to design

systems. To help them we have a very powerful atdiled webpage, which is

probably very boring for a normal person. We dse aending on every engineer’'s
offices in the country a folder with a lot of infoation about our product, in order
to remind them of us.

There are so many things different here than abreadare selling a lot of other
products as well as Danfoss products, becausectimpany used to commercial
agents for Danfoss and a lot of other products al, welding equipment etc.
People saw benefits in doing this because this snall market to have these
products here as well. We have 5 sales people,areall specialist in their field,
and some have more than one field. 1 sales pesduaifia Danfoss person, and half
a non-Danfoss person, (sales refrigerating machiinem somebody else).

Danfoss International is very good in globalise astdndardise everything so
everything should be the same everywhere in thédwaknd we are supposed to be
like everybody else, same computer database angtlevgy. We had a couple of
guys coming here from Denmark and setting up thepegers, and if we have any
problems with the hardware we call an emergencyb®irm Denmark. Sometimes
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there is a person answering in India or America Wktps us out. We are ugly
ducky here in Iceland because we have a lot of ymsdthat are non-Danfoss
product and they don’t belong in this database. WMdee a warehouse here but
Danfoss has just one warehouse in south of Denaratkhe rule is if it is possible
to drive from that warehouse in 24 hours then tten’t have warehouse in that
country.

Danfoss also uses bonus system to reward or makesles people sell more. |
don’'t want to see that here because in so smalpaospnwhere 5 of 15 are sales
people and they are going to be rewarded, it doasrk.

The market is here around us, it is not necessaigotand visit our client, if we
would go to Husasmidjan once a week, and they wbaldoon really pissed off by
our visit. The sales people are based here, andlignts can come and get their
information here.

Iceland is 103 square kilometre, and here live GO, It is similar size like
Holland, Belgium and Denmark together which havgetber around 30.000.000
people. It is totally different to market for 300@or 30.000.000.

2. Danfoss Internation has four main posts, the redt, pbeating system,
thermostats etc. The largest post is though reftgey machinery, the third post
is motion controls and the fourth is global bussssrvices, which deals with all
the services, accountancy and HR issues. The atznmy for all the European
countries is done by contractor in Poland. Howetlezy have said ok for me to
do my accountancy here and pay the staff theyysd@tam here. | am legal
representative in Iceland, but we should have essalanager for the red family,
another for the cooling systems etc. But here, leeaf the size of the firm, we
can’'t have it like this. | have to be the persospmnsible for all this. In reality |
should be most of my time abroad, learning andgytanconferences about each
of this posts. But | try to find a balance betwémmng there and here working.
Last year, | was becoming quite upset by things jtis¢ interfere with our
business, things that worked abroad but don’t de.h& showed them a picture
of a man wearing way to big clothes for his sizem8body was giving the guy
a briefcase. | told them that this was how we wegting. The big mama has
told this guy to go and sell, but the only thingttivill happen is that he will fall
on his face. | think this picture did explain whhey actually needed to know.
Even though everything is fantastic for a biggerkag it doesn’t necessary be
that for us.

3. This company was first a department in a larger mamy, then independent
company and finally Danfoss bought it. . There usedrery frequent staff
changes before | came to this company in 2000. [Esaemployee that | hired,
was hired in January 2002. Some people have beerbbeyear, 30 and 20 year
and the employment age is very high in this compa&g are not meeting up
besides work time but | think people are quite tydpgre.
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Q: How much influence has Danfoss Internationayour business? Sales people need
to go abroad to learn how to use new product ett vae have to send out almost
complete payoff (uppgjor) every month, and thereasgain person who has the job
supervise and look after us. Danfoss Internatibaala contract with KPMG worldwide
and that company here in Iceland just gets insomstwhat to do in annual financial
report and this is what you are suppose to do iwden and | don’'t even know what is
says. If they have some amendments they let Dafidenmark know.

But the daily business is up to me. | will justwbat | think is best but in the end | will
have to answer for it.

5. Well, it is not so much of decisions to make. Wettr get people to come and
visit us, it is very much talk, we always have eeffand biscuits here downstairs
and the PIPARAR are constantly here. We have aopédnsre that deals with
advertising agencies. We have a lot a material neatly from abroad and we
only need to translate some headlines or somettiaghat. Also, then we see
how these departments from abroad are going toehdnkir products. We get
from Danfoss in Denmark what material is availdile they are not telling us
to use it or what to do. We select then the mdtesgathink is useful.

6. | make this decision. | need to make 14 operdtingget (rekstaraaetlanir), the
red, the blue and the green post are then divideskeveral assortments and |
need to divide the cost from our company to theserments. This is also the
case if we are going to do some marketing campdigen | will talk to the
assortments to finding out if they are joining ithwus. If the return is good they
probably say just go ahead with what you think éstb Maybe if it is new
product we might do it together. We take part iang exhibitions here in
Iceland like —Sumarhusasyning - the Summer Housed athe
Sjavarutvegissyningin ( exhibitions for the fishimglustry), which is very big
with us because of all the refrigerating machinddpwever, we were now
making decision not to take part the next time beeat is very hard to measure
the results and it is very expensive. | think | caake a better use of this money.
We are thinking about trying to make people notisavhen the exhibition is in
Reykjavik and try to reach them some other way. Wile have people at the
exhibition which can be able to meet the peophgterthem here or talk to them
at the show.

7. 1 use the method, what did | use last year, amingyto increase it or decrease
it? For advertising | will just give out a numb#érey guy who is in contact with
the advertising agencies get the figure and is asgpo talk to the sales people
about who they feel the money should be spent.

8. What | think has changed is that our turnover hiasst doubled, with the same
people and in the same house. Also, when | stasedhad more freedom
because we were placed under a certain departm#mbanfoss, called market
and development, which used to buy agents liké&os: we are forced to follow
what Danfoss is doing globally. Sometimes | félet llot of time doing these
things, sending reports and figures, which is jsstless statistics. And maybe
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there are some kids somewhere reading this reapdseeing maybe 15 percent
FRAVIK from some figure in our plan. We should setim an email and
check what is wrong. The reason can be that itOB07DKK (£600) and we
shouldn’t even be thinking about it. Another thirlgat has changed is now
people are building a lot and we have been ableséothat to our advantage and
our sales have increased much more that we thatgbtld.

9. Auglysingastofur. We used to do it when | startedeh The reason we are not
using it, is because of technology, the technolggyetter and because we get
the ads from abroad so the only thing we need chémge the text to Icelandic.
At least meanwhile we have time to do this ourselwe will do that. We
outsource the translation of our brochures to soompany here in Reykjavik.
They take the brochure installed and return it yeadprint. One and half year
ago we were thinking about using a PR office, weé Aanew product that we
wanted to lunch with a blast, get into the pressiehmaybe a conference here,
invite guests to talk about the product, invite mu&@n clients to Denmark to get
more information etc. What happened was that theoxk off without us doing
nothing so we didn’t do anything. We also used R é¢tfice we had our
birthday, we gave a large gift to the community

10. Like said before see question 6, Our marketing mamication is based on
advertising or coverage in trade magazines andreggs)iwhich we held here in
this house. Very seldom we advertise in other magazthan trade magazine
maybe just Hus og Hibyli (magazine about Housedewbrations), maybe if are
advertising thermostats for bath towel radiatoreemw we think this will be a
decision made by women. The problem often is #rsgn who is building the
house is not the one who is going to live in it.yMa the builder society buy a
lot of land, build up a whole neighbourhood andhtstarts to sell. They are not
thinking what happens after that and they often theycheapest they can get.
Five years later the house owners comes and sayyea&hange the thermostats
and that'’s is difficult in our case unless we startower our price, but that we
will not do. (He shows me brochures that are airmeduilders). Also we are
aiming at engineers and architects about the hgatinfloors, which is a
decisions that need to be made early.

11.All the material that we get from Danfoss look game but it is quite different
with the non-Danfoss product, which is 1/3 of owmmbver. That material and
ads we make ourselves. (He goes a look for anatdsmot ad Danfoss ad.) The
ads that are non-Danfoss look all quite similarymally it is small borders that
we use in the magazines related to fishery. Butrywéo use the colour of the
product and its logo, then maybe a picture and themame Danfoss (without
the logo)

(We start to talk about control system which wdhtrols the temperature of water that
goes into your house. In Iceland many houses d@ve this and this can cause some
burning accidents. We talk about what should beedand he says this is the only
solution that will work. He tells me that abroaerd are two heating systems, one for
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heating and another one for usage, like in sinkskaths. It would be ok to lower that
one, but we can lower that one for our radiator).

12.Look at the paper.... (Says 80 percent here, 10 gr@rleere and then he says |
can do the rest, he will do a little bit of eveliyi)

13.This is what we have done in the last couple ofgjeaaybe it differs a little bit,
if there is some special exhibition we need to &g pf. If we were part of the
Sjavarutvegssyningunni ( the fishing industry exiob), this would look
differently, mainly because it is so expensive. #ve not spending money on
advertising; we have a turnover about 700 milljoeach year £ 5.380.890,,
maybe 1 percent. The brand is very strong. Wetdaise radio or Tv, though
we have if is something special used sjaauglysii@ascreen with information
which somebody reads over a text)

14.0grandi verkefni? We are trying to recover from pgast couple of years. The
sales increased around 37 percent between the 92894 and 2005. | didn't
think we could retain the sales figure in 2006 Wwetdid exceed it. But | don’t
think it will continue. It is not much we can doreetain this, because of external
influences. If companies are building houses, dedvwhole neighbourhood are
rising here in Reykjavik. If that stops there iéithe we can do about it. And
then we have try to decrease cost if that is pssiWe need to know if our
sales start to decrease, but if it is becausessf detivity on the market there is
nothing we can do.

15. Do you know IMC? NO

16.How do you measure if something is working? Ita$ wery easy to measure. It
is just based on my feeling and my sales peoplinteeWe don’'t measure it
systematically and we actually don’t do anythingafic to try to measure it.
We are not spending time on this. But we can eamgtyfeedback. Lets say we
are getting a new product on the market. We inmitetarget group to come to a
seminar. If they want to come and the product gbbs everything is fine, if
they want to come and the product doesn't sell axeho find out why. When
people come to this seminar they write the nama guest book and we can’t
hold the same seminar for engineers and architdws to be tailored to fit each
group. Our sales people know every plumber in Reyk, and lot of the
engineers as well.

17.Marketing communications: Yes in this way (relatediast part of question16).
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18.Changed? Since | started here | have put more esigpba education, educating
the specialist, we started calling it The Danfoskd®l. But we have been very
busy lately so we haven’t done as much of it nowvasshould. We have just
been so busy. | don’'t know if it is going to conte. | could look at land
dispensation and spend time trying to calculaté doing to continue. But
normally we can’t get good statistic.

19.Throun? Lot of shipping companies are now buildimgir ships in Poland(they
used to do it Iceland) we sold them for millionshisl is one part of the
unpredictability . Danfoss International is alwal@mng something new. We are
always getting new products so maybe we will bee @bl sell more. Maybe
Danfoss will buy one of our non-Danfoss productsaih’t control that. What
happens we the houses and flats stop selling. ti\ilbuilders society own us a
lot of money? There are lot of things that can lesybp

20.Hindrun — homlur. I'm having trouble with the cust because of excise tax
which is 15% , and | think that our competitors ao¢ paying it. It has taken
many months. | thought | was importing a produett ththought | didn’t have to
pay excise tax but they contacted me and theartest to pay it. If a product
name is Valve in the meaning cock ( krani) theis Bupposed to include excise
tax . Nobody knows why it is and this product doe€lose the pressure
completely. Just because it is called Valve in Emgivhich is translated to Loki
in Icelandic.

21.Didn’t ask about b2b and b2c.!

General questions

1. Since 2000
2. Director , check website
3.Business technologist, he worked for Icelandmgl

3. 15 people working there
4. 700 milljonir in 2006 , £ 5.380.890
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Interview 6

| have worked here for 9 months. When | come i lleings were changingGutenberg
printing works was state owned, was established 10@di printing works bought
Gutenberg in 2000 and in 2002 a decision was nade&/ide the company into two
sales and marketing companies, Oddi and Gutenlnerthan the printing machines
which used to belong to both Gutenberg and Oddeet into one place and the third
company was established around the production.

My job was to build up the sales and marketing camypGutenberg that used to be the
production company Gutenberg.

We need to change the access the customer had\féeussed to be based in a factory,
and there weren’t allowing for that customer cante the factory. We were just good
in taking orders. We moved last October, and thispen space, and when people
came, they should feel like they are in a shopthsy can see what they can get here
rather than somebody turning up with some foldershiow them.

| have had to hire in lot of people now, salesyiserand marketing people, that don’t
necessary have any background in the print industnwant them rather to have
background in sales and marketing. Our market isswmer market, school market,
telecommunication and energy sector, and then npatity and public administration.
Oddi focus on the publishing industry, printing ksoand bank industry and the
retailers.

There are 22 people that works here now.

1. Besides the cliché to maximise profits, is to iase our share of the markets we
are competing in, strengthen the communication wvathr customers, and
increase the products category to both our existtagtomers and new
customers.

2. ltis quite informal, everybody work together ingihouse here.

3. We tried to mix good old culture with a new blodle moved here, and open
everything up, took people out of their officespke down walls to make
internal communication more effective. | think ashworked very well here.

4. didn't ask?
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10.

11.

Here we have 3 departments, Sales and marketingrtdegnt, service
department and multimedia departm, which the desam layout and
preparation for printing is done. | direct the datend marketing department but
| have two sales and marketing directors, Gudmuwgl&jorn. Bjorn is doing
more PR stuff and advertising meanwhile Gudmundaaiking more with the
product and the prize of the product and she i&ilgpmore internally. But |
make the final decision.

That are the marketing managers. We did revenuegd a marketing plan, or
how much we had to spend (invest) to get this neeeand what we are going to
do (action plan): When are we concentrate on gqoesunarket or the school
market. When they have done that, and | have oblydo agree then | just say
go ahead. What we have been doing in the consunskem is to do
confirmation cards, christening cards, wedding sasthall reports, dissertations
and stuff like that. There has been our focus. Weetlainking about going into
products here that are more common, like printingphotos from your digital
camera and making photo albums. We are going tb &g in beginning of
March. Then after that we are going to focus aselitations and something
like that, we are focusing there on the last mimpéeple which need something
done well and quickly and doesn’t have time toltht themselves.

No it is not.

The competition is much tougher now than it wakisTs no longer government
own company that got is revenue from the governnaewt we now have to
compete like others. We have to compete like éxady else and we have to
accept that there are others trying to steal ostotoers. The speed is another
thing we have to think of, we have to adjust tot.th® FSET-printing, if you
need to a lot of quality and then we have digitahtphg which has ok quality
but is just like printing out in your own printefpesn’t take any time. We have
also offered companies to connect to our printer @it out their invoice here.
There is also a opportunity.

same as number 8

No we are not doing that. | was thinking aboutt thee would have an
advertising agency that would help us with the ephavork and set the lines
with us and then we could just work on those owueselBut we decided not to
do it and I actually let Bjorn make that decision.

We have used mostly print advertising, mostly whodgies. We have noticed
that the newspaper market is very competitive a6 avel we are able to get
cheap or very good prices from some newspaper# anel very effective to use
newspapers. If we are making TV or radio advengsire try to make contract
with people that we like to work within the adventig industry but we feel we
have more control over our product. Now we are gaostart to produce both

302



for TV and radio and we have used screen advegtifiefore. Because
Gutenberg has gone through all these changes ang people thought even
that we were not going to make it, we have usedy@radvertising last year but
now we are starting to drive on product advertisintink people have realised
that we are still here. Where we have our productisplay, in that space we
aim to have 4 art shows this year because we leetleat the printing industry
and the art — painting is related and both is aasmt with elaborate and
something that will own forever. We have thoughdattthe material from the
artist will be used in our print material as wetfl the print advertising). Related
to our image we are going to have a feminine toreeare supporting Stofnun
Vigdis Finnbogadottir, and Unicef and all the adsehat will not be in the art
theme will be feminine, will be a lady, well edtea about 40 years old. That is
our image. Q: Why a woman? We 3 have all goneutirdhis is business to try
to be hip an cool, but we are in print industry &ddn’t think it will ever be hip
and cool and we don’t want to be it. We want thkliguisesctorto trust us but we
want a little bit different flair to it. We are g to break down that barrier that
you need to be specialist in printing to come aadehsomething printed for
you. | also notice that people shows us interest.

He starts talking about what he is doing to inceesales. Here in Iceland everybody
knows everybody. We would like to open each manmtti had already had a least half
of the revenue but it isn’t like that today. Sther we need big jobs every month or we
can try to use our network Each employee willttrypromote Gutenberg to somebody
else they know, friends, family, and we will makentor her an offer. If the customer

takes the offer that employee get percent of thessdhere is a girl here in layout but
she has still got 4 customers.

There is government election in Iceland in May amdare now preparing for that. We
are also trying to get municipality to print thewwoice here and then we are aiming at
advertising agencies because there is a lot of fwiwork that goes through advertising
agencies. This is what we are doing now.

12. Yes it will I think look and sound the same. Wevéralt done it yet though so |
don’t know how it will be.

13. He wasn’t here 5 years ago

14.See paper. (| ask about exhibitions) We go whleesmunicipality have a
conference. We have a sales force of 5 people,haes out, and have sales
promotions. We try to get larger customers to visitand we present to them
here. Then we have the service department, whisih goes and meet our
clients. | wouldn’t say we were good enough. | veblike us to take maybe one
sector to lunch meeting and showing them what wedma We have two new
products, specific web solution, both for indivithkiand also for big companies
that want to do themselves. You can e.g. printheu¢ themselves, and just start
it from your own computer. The other one is for iinoice printing, where you
don’t have envelopes, (like is done in the uniwgref HULL). The customer is
lighting his mail and the customer is not throwmdpt of rubbish. We have a
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lot of interesting things that we can offer, thangs what we need to do is to
introduce us..

15.No this is what we have been using.

16.Try to finish the product category, and the prise lAlso, in the future then we
have to get to the customer whenever he wants lbispu print or electronics.
But we have to have the base right first, we apgiting service and we will
start there.

17. See answer 16.

18. No

21. It is very important, very much so.

22. Gutenberg was printing machinery and now we arstipg medium, we are
more in giving people now advice and consult them.
23. This became more important when Gutenberg was hoa@®o0.

25.Not, not enough. We have a good tool to calculabelyction cost and sales cost
and we can dived it both to a product or a custaoewne know if a customer is
given us a good gross margin or bad. We know wshaur worst and our best
customer, or are largest and smallest. But onbeothings that we have to do is
to get information about customer and register thdmred a specific person for
the public sector , institutions, municipality ameé are going to try to group
them down to know what they have been doing, iy thie a lot of business, but
maybe very little communications. We know that TParliament of Iceland
gives us a lot of business and we communicate # Idtem but maybe and we
have to make sure that they continue to do so.Baytoe there is someone who
gives us big business but doesn’t communicate aviet also need to serve them
well. So far this is the only market we are doihig tfor.

26. See answer 25.

27.We haven't done that. Before Christmas we advel@lkeéstmas card with a
picture in it, and we got response. But how effecit was? | think we need to
do this the trial and error way. We think adventisin newspapers work, but if
we are not getting the sales we need, then mayb@egd to do something
crazy.

28.Nothing...
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32. It is how little we now about the market and how liiis in reality. We did a

NoOkwNE

service survey where we asked our customers how tth@ught about our
service, we thought before that maybe our prizeseweo high but our
customers didn’'t think so. What they complained wbeas rather that we
weren’t deliver the product on time. We need tardwe of these surveys.

9 months

Director of the company

Engineer

22

610 million in 2006 or £ 4.658.978,
720 million in 2007 or 5.499.121,67
Holding Company KVOS
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Interview 7

1. We have through the years been very much occupidd the photographic
business. Our goal has been to serve the photagrapéctor, in a
comprehensive way and to give its owners optimafipprNow this focus is
changing, now the film processing is 14 percenwbat we are doing today.
Now we are more serving broader customer needseirelectronic market. We
need more to sell products than before. We have akse occupied with cutting
down cost and making this company up and runnirgnagVVe are 100 years old
this year and we have to start this new year huhdreler new key signature.
And we haven't thought it through yet.

2. Once week all the store managers come here, wergotloe sales of last week
and talk about the emphasis for the week justestartls something specially
happening, are we introducing something new, areadseertising? Then the
store managers are supposed to let the people isttine know. We are trying
to govern this all from here, have this as a céffrection.. In between we use
the internet to communicate.

3. The Culture was a little bit old and we have to miith this old culture, fire
some people and getting new people in. We aregrionchange the mind set
and put people back in the driving mode. Peopla ieeshow initiative, thirst
for innovation, new service standards, even thahghcompany were in front in
service standards. They used to have McDonaldsceestandards, like said
:smile to the customer etc. a whole manual hovwetwesthe customer. This was
15 years ago. In retail part of this business theaee always be a people
turnover. Here, in this central function, | havehad many changes. | have
people that have worked here for 40 years. | &sé at people that have
worked here for 40 years as assets if they wored bad are own their toes.

4. didn’t ask

5. I'm the director of the company and | have alsoam that that is titte managers
for the retailers. He is the one you organises wWeekly meetings. | am putting
him more in control of the communications with theedia. We work after
monthly plan, divide the budget down to the mordhd try to work after that.

We work everything internally (ad material) so wse our budget the best we
can.
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6. What we use more is tradition, what we have beengdoefore. The budget is
around 24 million, £183.584, when the annual tuamovs 750 million,
£5.737.015,

7. no

8. Our company has been in transition. We have r@taislunarsvid) domain and
wholesale domain. Wholesale domain is divided imto, consumers products
(neytendavara) and technological product, whichust b2b, products to the
print machines and to the hospitals. If we lookhat retail domain, we have
been facing 30% decreasing in film processing elést 4 or 5 years. It was the
milking cow in this company, we had a good grosggimafrom this. The
consumers just came again and again. We now redmd some kind of
substitute for some of this. The shops used tb3oeut are 5 today, we had 100
employees in the year 2000, and we have 30 tod#de digital revolution has
also affected the printing and the health industihe roentgen films are not
used today, now they have a roentgen machine #kastdigital photos. We
have to find some solutions on what product carselethem in the future. We
have to change this more advice on how to filettadise pictures. The print
industry is also going digital. The Kodak Expréss been facing the same
thing as we in the wholesale business and therareseompeting with Elko, Bt
and big stores like them. So we need to fight evwagre. The stores are doing
fine, we are increasing the revenue from the stdrem 2005 to 2006 and we
are having a ambitious goal for 2007. In next year goal is that the retalil
domain is giving us a little bit more revenue tlha wholesale domain. We
have gone more in to the electronic marketing endtores. This company was
a family business for 1907 until 2000 but the The@mpany; Esso bought it
then and owned it for 3 years. And at this timelal ambitious which had been
in this company went out off the window. And thatwhat we are trying to
change now, make people responsible for the wark #re doing and that store
look nice, We also make shore that the store lookdern, and we re-do one
store a year. Our business is also becoming mdeenkt business. There is a
five year old gap in the family history now, in tHamily albums. All the
pictures are in some computers and we are tryinglkgeople to come to print
the pictures. | think part of this will come backlow you can send our pictures
to us and you will get a photo album ready. We as® lowering our prizes
though we are not able to compete with the prizglgecan get abroad.

9. See 8

10. We use advertising agencies very little. We haseduthem if we want to get a
new look on our ads. If we been using the same l@mfor a long time then we
go to advertising agencies to get a new look. Thask my college to work
within this template. And we haven’t used any otlgency, no PR agency.

11.I'm using radio a lot. Radio here in Iceland isyweheap media, it is cheap
getting a very high frequency and we have had a gesponse to our radio ads.
| would say that our primary medium is radio andsueport our radio ads with
newspaper ads and we try to advertise where wegetathe best prize (in this 3-
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4 newspapers). In addition, we are going to tryincrease the use of the
internet. We have a lot of information about oustomers, when they send us
their pictures for file processing, we get theiraginaddresses, their address etc
and we can use this information. We are thinkingualit this year to use more
direct approach on these customers. It is an &s$etve these information. We
have made to brochures, a conformation brochureo(na ester) and a
Christmas brochure. These two we have distribudegl/ery house in Iceland. |
say to the advertising people in Iceland. Thistisnfocket science. Just have as
much stimulus as you can, and if you have the mdoeynaking a brochure a
week, do so. (One of Hans Petersen competitoremakone brochure every
week and distribute with one of the FREE newspaipelseland.) We have also
beentrying to go into the mobile phone market hewery year Icelanders buy
110.000 mobile phones. The mobile and the camealvisys getting closer and
closer together. Our stores are also very webtkat ( in the biggest malls, and
in town, have been there for a long, long time a#)which is very important.
We are trying to build that image that you will Bble to get here very good
camera telephones as well. In addition we aretinvipeople to come to
photographers seminars, which is free that peaptecome to, and we held here
in the house. So, we are getting people thatraeeasted in us and what we are
doing.

12.We also use the same voice in radio, we found aopethat is not much in
radio, so people should know that is us. We use #le same template in the
newspaper ads so that is what we are using. Tayg@sithis as well.

13. We took this decision about the radio, one and &ajear ago. It is just my
experience from previous job that made be do tbbsages. | knew it worked
well, especially | feel like | am getting a lot fory money, a very good coverage
in one week for the same amount that | spend omemespaper ad. | can have
buzz in they ear of my customer for 6 or 7 daystfat amount of money. Our
budget for B2B and the wholesale domain of our camypis more a man to
man marketing. We are taking customers out to djnaed try to invite them
abroad. We work this a lot with Kodak abroad, Ilfke the printing industry.
What we feel that work best is just to invite thpng offices machines that
aren’t buying from us to Belgium. Kodak has a verg show room and can
show them all the machinery, Kodak subsidize thet ¢or as well. And the
communications is on a different level because axelspend a couple of days
with them. The sanitary sector is very differemll there goes through public
tender offer. We are though able to invite doctorsee hospital abroad where
the same equipment is being used and then thetatiato their colleagues how
the equipments working. We also try to have ttipsa several hospitals in
different countries. Kodak sold the health industegterday, so that are going
out of that market.

14.See paper
15.We used Tv in 2005. We think it is going work befiar the image work than

trying to persuade people to buy our product, beeahis is very expensive
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medium. | cut it all off. We don’t use Tv now, fuadio advertising and paper.
We use the internet in several ways, we have thigatpictures, where you send
them to us be the internet. Then we are workinty Wie Telephone company
SIMINN with the Collection, where you can keep ypliotos online and then
send this to us. Then we have the photo album wymrgust send us the photos
and we make it for you. We are also working withe tMorgunbladid
(newspaper) where the public can go to their pleotection and if they choose
to print it send it to use. We need to get moreskso, where you just go into the
store and make your own photo alboum or make a dateffhere we have more
opportunities. The wife has in the past been iargh of photos and photo
albums. What has happened is that the man has thkecharge, he bought a
new digital camera and maybe the wife doesn’t khow to use it even. And he
spends time playing with it. He puts the pictureshie computer but doesn’t do
anything more. We have to make sure that thesactethe product is easy.
(We start talking about cars and if there is a neechange the ads for Icelandic
situation or not) | get stuff from Kodak, whichhsilliant, and we would never
afford to do that kind of ads here.

16. We have been talking about it before. What we wa$ that we took all the
operation out of the stores and just put in oneel&Ve are going to get some
kiosk (self service machines) There is an oppotyuior us to become more net
based. It also means that | get an extra spadeeistbres. So we are thinking
what we want to do with the space, what actuallyvdonvant to do in the future.
Maybe we will change the name of some of the stafés have been taking in
some TVs and some electrical stuff like the molpl®nes and maybe some
computer stuff. We are maybe looking at speciaityre, with higher service
stage that the larger stores. Also there is nobodyadgets here in Iceland, so
there is a gap.

17. see 16

18.No, I think | have heard it somewhere, but | caathember.

19.Not asked, didn’t know IMC

20.Not asked, didn"t know IMC

21.Yes, when we are in retail business, then it i®ly vmportant tool. We have
been trying to figure out what is actually workinigge in our print ads. Should
we put together an offer of telephone and a caméfa®id that last year. It will
never been cut from business.

22.1 think it will be more important and it is more portant, especially when we
have more products in our stores. In the b2b legsinve will continue to work
man on man because it works best. Now we also here newspaper on the
market and it is more difficult to know what actyalvork. The newspaper
market is difficult market.

23.didn’t ask

24.Not asked, didn’t know IMC

25.We have some information about our customer, wihielare going to try to use
more, see answer 11.

26.Yes, | would try to do it. | also think it is timi®r us now to gather a focus
group, so we get some feeling what they are thmkikVe haven’t researched
anything here in Iceland but we had read a lot viddtappening in America,
and we look to America in our business. The degwelent in our business has
been the quickest in America and we are the bridgeurope. We are dealing
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with Kodak in Sweden so it is strange because thirappen there last, and they
don’t look to America like we do. So we are notre same place.

27.1 look at the sales figures. That's the only thiwmg can use to see if we are
succeeding. We see a lot of response with the off€amera and Phone and
some weekends we sold 50 cameras because thepmwefter.

28.Uses sales figure

29.just for IMC

30.just for IMC

31.didn’t ask

32.The consumer has this image of us as Photo stor& &really hard to change
that. We are selling a TVs and some did sell bodd a rest and moved it to
another store, increased the prize and it was isahdediately. | bought this
book, and put in my stores and it is not sellingny stores. | put the book in the
bookstores and there they are bought but not irstoses. | had a lot of stuff
with the book in the store, but it wasn’'t bougfthis is the biggest obstacle to
us. We also tried to sell computer mice and kegtmamuch cheaper than in
BT but didn’t sell anything. People go to BT Thiswhat | would like to work
with advertising agencies, but last time | askeeirt for advice they told me
that we should just be in photography item But tisapossible; there is no
money in that business in the future. They sayttinere is a lot of asset in the
name HANS PETERSEN and | know it is. But is alsoobstacle. We have
just been trying to put the new stuff in the staitently, just to see what happens
but maybe we need to take a larger step. This aogpnpvas a very rich
company, and went to stock market with brillianeegrybody wanted to own a
share in this company and this company owned aesimrthe largest fish
industries in the country. But then the hit thecbnivall . The digital age....

33.d

34.Not many people know that we are working in the bb2drket as well as the
consumer market. In people minds Hans Petersemsstiam the stores. The
photographers has been a target market as wellwartthve been criticized for
not serving them well but there are others thattakang care of them and they
are artists and some of them haven't” got a lahohey and doesn’t always pay
there bills on time. We try to serve them but thisot our core market

35.Didn’t ask

General information

| have ruled this company for 2 years now

| am the chairman of the board

Studying MBA , will finish spring 2008
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780 milljon or £ 5.966.495,

750, £5.737.015 and 730 or £5.584.028, in 2007

Fjarfestingarfelag Nordurlands, we are 4 peopléakas this company
NO

CoNooRWNE
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Interview 8 - Hataekni

1.

It is very special organisation on the Icelandickesg it is 20 years old. The
company has changed a lot in the 2 or 3 years. alWamporting electronics
equipment (rafmagnstaeki), and our goal is to ithste, sell and service our
customers. We work a lot in the mobile market ibuthe last couple of years
we moving into other areas and try to establishfitisedistribution company on
the electronic market. The shops are commerciahtagand there is little
distribution between the stores. You go to Heirtakki to buy Samsung, to
Sjonvarpsmidstodin to buy JVX, etc. and there #@elibusiness between this
people. We are trying to go into this market arst flistribute to everybody, the
same we did in the mobile market. Our retail bussngere downstairs (the store
is on the first floor) is very small and very sgieciWith the store we are aiming
to serve the upper class with complicated eleatrequipment. We haven't set
ourselves specific goals. The company has beenmgsteadily in the last couple
of years and then things have just grown, like vegenestablishing a software
department for mobile phones now in the New Yediis has in the past been
limited for computers in software companies. Wedmvset goals for this to
happen, the need for it has just been growing,vemtiad just answer that need.
But we have been growing fast, and even though avplah it is hard for plan
for everything. To explain this better, | wouldétdito take an example. If you
decide to start to sell TV you have to sell ster@osvell, because in the mind of
the customer this is related. You also have tb cmbles/ We knew in the
beginning what we wanted to sell, we so a gap enrttarket but now we had
gone much deeper that we expected when we started.

This is department changed company, with 5 departsn now. The

communication between departments are differegt,we don’'t communicate
much with the Heat and ventilations department,ctvldre only 3 or 4 people,
they are in Kopavogur with our warehouse. The comoation between people
in this house is fine, and very open. We try to kvtmgether, We don’t have a
rigid plan, who should do this and that. We caneham a important meeting
with clients a staff member from the store, if weliédve he has a great
knowledge on the topic discussed. Our companyeiry ¥lexible. We have

weekly meetings here, and Product department reetimgy weekly with the

store manager and the products managers Also dnerdepartmental meetings
(deildarstjorarfundir), monthly and often if needed

It is an old culture. We have still the man workifog us who established the
company 20 years ago, and was the director of dingpany for 15 years. We
still have some people that used to be in the abi¢ataekni, so the culture is a
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little bit old therefore. We have a company uniame, have all sorts of gathering
where people can go out together and have drinks.

. I think everybody have something to say about thiink people often fall into
that pitfall that start to think about them selwvasen thinking about marketing.
Like now we are re-organising our website and Iganmg to meet up with every
member of staff and ask them how they feel aboet website and what
information they need. | am not sure | will do etbng they tell me they want
but at least we will have discussion about it.

. The company used to be very underdeveloped in tefmsarketing. We used
to serve Nokia customers, imported their phones lzadl repair service. We
weren’'t competing on the retail business and wen'tlido any marketing.
Marketing also used to be directed by the storeagamn which was more like a
sales manager and then it moved to the departmeraahgers, but it wasn'’t
very systematic work. Last year we decided to hawe marketing manager. |
work as integration person between departments, gleduct managers
(vorustjorar) and departmental managers. We wlusktogether, and | am in
contact with the media and the advertising agemay lshave the last word on
how the money is spent. So, that is my job, bitdba marketing manager is a
part time job for my, | am also a product managerystjori) for Tv and
stereos, import them and resell them (resale) Wierare making decisions,
there are normally 2 or 3 people making the deossidhe product manager for
the product, the store manager and I. We alsa jttof faith in our advertising
agency. | started working here as a sales manwangere two working in the
store and often we could just relax for an houtww because nobody came in
and nobody telephoned us. The business was stlil gmd we services, very
large clients, all firms. This company core was tHaal ventilations department
and repair shop. But two years ago this all charagetiwas modernised. We are
still much stronger in the b2b business. We arecontpeting with our resale
agents that are selling our products. But we laWtle market share in the
more expensive mobile telephones, and better semhan the SIMINN or
Vodafone. We have also tried to find the produet timatch the client, we are
not trying to sell a 70 year old woman a very exgpem and complicated phone,
we try to sell her something that she can use.

. | make that decision with the product managerss T$ithe first time we are

doing this like this. 2 years ago, we got a neveador and he has been re-
engineering the company, the offices, the storeamstt| think this is the reason
why we have grown so much. . In the future we aiagto change the image of
the company with out changing the logo or anytHikg that. We are also going

integrate all the internal material we make, saygéng will look ably.

. Ullen dullen doff... We use percentage of revenukefrain 2 percent up to 6,
and 7 percent. Is it just all up to what we arengdb do that year.
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8.

| am very boring with the advertising agency; lathrmust of what they do back
in their face. We are very critical about the stué get from the advertising
agency. We also don’t want to advertise everywhéfe.didn’'t advertise in DV
in the last 1 to 1 % year before the big news camdgnews about the man
accused of sexual attacks teenagers, the man hiiledelf because of this
news). This was medium we wanted to be associatibd Mso, our ads don’t
look like traditional electronics ads (Products gmizes) we try to use similar
form like car advertiser do, so they look more pssional. We think that will
be more effective in the long run. The excepti®rChristmas time, where we
use the traditional way, products and prizes. \Baithave at the same time, we
have tried to make sure that they don’t look chaagh that the match the image
we want to have. | think the customer will be hap@mnd that he will come
back if he needs another phone.

9. .

10. (Some stuff here off the record) (25.50 minutes)

11.No | don't think so. We have been spending a lotnohey on our website and

are going to change and renew her in the next 45antnths. We have one
website for just one product of ours; don't thinkyhe companies have that. In
addition, it is more like we are going into the ketrnow. We don't feel we
need to answer our competition, but we have seem thnswer our ads. It is
good season, but it is the Icelandic way, both eooa and public awareness’s
to have always a good season. We spend and therdfereconomics works.
TVs are always been sold, the sales are littlenloite now, but now it is said to
be much sales in flat screens TV, but it isn’t tri®eople say they are going to
be next time flat screens TV, but we still haveée this people do that.

12.No.

13.Yes and no. | sometimes buy ads myself. We use thatno ads and to do media

planning and buying for us as well. We did chaadeertising agency last year
and we choose one. We looked at 10 agencies.edid them some questions.
Choose 4 from the answers and got introductiorhemt Then we choose 2 and
the asked them to do a campaign for us, chooseotige with the better
campaign. Now we have one advertising agency. Wejaite happy with the
agency, have our contact person there, and tdlinieevery day. We have now
an exhibition now and the agency takes totally «drit, we just give them the
budget, but they design everything. We outsourdetaof the work of a
marketing manager. But we don’'t use PR agencwyiriktthey advertising
agency would take care of it for us.

14.We don’t use Tv advertising much. We did one bdndilike it, but now | have

made another one, which was very cheap, but Iydidék it. We have just
newspaper a lot, and radio to support the newspaerhave also use direct
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15.

16.

17.

18.

mail. We have also being looking for opportunitydim something different. We
did send to 10.000 upper class neighbourhoodsyeasize of TV, just so they
could see if and where the Tv would fit. We didgét much response, or
couldn’t actually see that. We have many prodti@sare not easy to advertise,
not much gross margin in them and not much of &etagither. When we are
advertising, we try to advertise the core producljke quantifier and
loudspeaker. We focus on pictures, not of the prtedor the machines, but
rather on people enjoying themselves. We have asmuiple of exhibitions but
we haven’t been happy with them, we feel we aregetting our moneys worth.
However, we are joining another one now. We haerithe Business sections
of the papers for the business (b2b) sector arm ditect mail. We did send
direct mail to the directors and marketing direstof the biggest companies in
Iceland, introducing Nokia Business line. | thirtkis easier market for us to
work on, the b2b than the b2c marketing because iare going to enter the b2c
we have to start competing on prises.

Yes, we do that. We use a similar template wittredl material that comes from
us., colours etc. If we are using radio with tlesvapaper ads, the text will be
similar and we just use one voice in radio. We'dbave a slogan, and we are
not looking for one.

| feel that the market is becoming more and momngo This condendation on
newspaper market has not been good ( when we gt Hrettablad and
Morgunblad competing) , we see the Frettablad withpages, there of 40
something of advertising. It is more complicatemvnthan it was, when the
Morgunbladid was one on the market. Everybody sdhe same table. It is
more difficult to find where to advertise. | alkwk at myself. | have stopped
reading the newspaper, | just use the interndtinktthis is the more difficult to
know where to advertise. Before, it was so easy,and radio Ruv and the
Morgunbladid and you got 90% coverage. This idamger the case. The Tv
advert we did, we did use it a lot on Skjal andndiget any respone. We
advertised it twice on Ruv and we got more respdose it, and different kind
of clients. You have to prepare much more cargfudiw, because if you don’t
do this currently you will waste all your moneyl send the ads to all people
within the company that might need to answer fasrigive additional details.
All the people that are in that situation will getopy sent by email before we
use it for the first time.

see paper... No, what I think is not in this figisehe actual designing of the
ads that is a lot of cost associated with thatlsd think, we spend much more in
the Internet than other companies do. We are gdsog to use the Internet
ourselves, all the internal material we need, apdave going to keep it there. If
we need to print it out we do so ourselves, we midlke sure that it will look
nicely (it will be pre-printed). We are working @ur internal marketing. And |
think this year will go more into reorganising tiesmpany.

We have been using the stuff that | mentionelinkt don’t really know how it
was before | came to the company though.
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19. We are reorganising the company this year andfotbpeve will finish it this
year, but there is a lot of stuff we need to domtiet is finished.

20.see 16

21.Didn’t know

22.Didn’t ask, IMC

23.Didn’t ask IMC

24. Yes, we think so. We have been thinking aboutef should find a dedicated
person to work just as a marketing managers, beddaésit is now, some things
that marketing managers should do, should in fggctidne product managers,
like the work around the web etc. yes it is cledhgt marketing is becoming
important here in this company.

25. Yes, | think is because of our changes now, becawesare getting bigger and
we had to change the way we sold our products. \&te &ll too often tried to
make this kinds of information running around. We txying to nail this more
down so we can do something with notice.l can give example. | was told we
were going to join an exhibition 8 days beforetaérted. Then | had to make the
ad agency designed and do everything for that édmb all in 8 days! Now we
are joining an exhibition in two months time an@ tgency has now got my
ideas and is working on their design. But it i® tltelandic way to do
everything last minute but you are always payingermior that way than you
would if you would organise and plan ahead. Wenarg planning Nokia night,
but we are now organising that kind of nights newen though the first one
isn’t until after 4 months. | would probably be altb make my ad agency make
a Skjaauglysingu ( screen advertising) and | wdaglcble to air it tonight, but |
would cost me a lot and the message might not d&egbod because we didn’t
have any time to design them. We have done thist ®fl times, but we are
trying not to anymore.

(start talking about revenue figures, that he hghdr revenue that some of his

suppliers, and sometimes they don’'t understandhie suppliers often don’t
understand that you are able to air your ad onb&cause they don’'t have the
money.

26.See 22.
27.Didn’t ask, IMC question

28.Yes, | feel this is important but we haven't donéaVe haven’'t done any service

surveys, but we need to. We are going to do aserurvey on the company as

a whole, done by independent company and then 1 teamake a questionnaire
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that we would be able to send in email to custometske if you are cooking a
dinner for somebody, you need to know what pedpbeight about your food,
was it la, la, good or something else. If you doesk, you are just basing
everything on you feeling.

29. Yes, | would do that. If we would think we are\see company and the survey
would say that our customers wouldn’t think so,alearly would take that into
account.

30. It is just based on my feeling, what | hear froeople. What we are trying to
do is to come our company in the cruise that wlhen see my ad you
remember us when you need to go and buy yoursé&l.aNe look at sales
figures, but not just when we are advertising, after we have finished our
campaign. | don’t think 1 will measure anythingthre nearest future; maybe just
measure big campaigns or special projects.

31.see 27

32.didn’t ask, IMC

33.didn’t ask, IMC

34.didn’t ask.

35.1 think the cost of advertising is the biggest abt for us, and also that there is
no guarantee of success (somebody comes in and tleeroom). When | call
my ad agency, | always ask for that it is cheaplahdf media exposure. But in
reality you can’t get that. Also, within the houbere are people maybe taking
decision that doesn’'t know what the things costylmathe director of the
company. | sometimes need to convince the comgaagtor.

36.We are looking at the details, and we are finishupg | hope that our system
will be more stable from next year.

37. No, | don't think so. You are always talking todimiduals. | don’t call
companies, | call a person. No, | don’t thinkgtdifferent. You don’t talk to
them differently, but your message is different.
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General questions

NoOokwNE

4 years, half a year in this job
marketing and product manager

| have finished colleague

40 people

2005, 1200 million or £9.179.224,
2006 1600 million or £ 12.238.965,81
OLIS ( the Oil company OLIS)
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Interview 9

Hreyfing has merged from two older companies, apdwerged them in 1998. |
established my first company in 1986 and have mewking in this industry since then.
One and a half year ago, The Blue Lagoon buys HrgyBut you can say that this
company is grow out of a company | establishedi861

Here work 60 people, but we have a lot of part tsnkthink there are 25-30 full time
equivalent units.

1. Itis to contribute to better health of people eyRjavik. We want to be the best
in our field, e.g in fitness and soon in the Spaihess. These two companies
(Hreyfing and The Blue Lagoon) found that they tsminething in common,
even though they are working in a different wayhetping people taking better
care of themselves, have time for them selvesxre&o in the end of this year
we are going to open a bigger place in Glaesibagkjgvik. We will go from
1600 squire meters to 3600 squire meters.

2. The staff all works in this house. However, becausédave a lot of staff that
are part timers, and are maybe working somewhee ebmmunications can be
difficult. The working hours are also long, we apen from 6 in the morning
until 10 o’clock in the evening. We do have praobsewith the communication
with the part timers ( that are just maybe teaclairmguple of hours a week and
then leave immediately). But the communication leemvpeople that work here
full time are fine.

3. Friendly and lots of unity among the staff. Wepdmsis a great deal our
values, (something that | didn’t manage to undadgtagood conditions and
great solutions.  This is very illustrative féretcompany culture. We are all
working towards the goal of contribute to bettenditions and health of the
people in Reykjavik. Everybody wants to do somedyoand everybody is
important, the staff that cleans is important, lseathey help to keep the place
clean, which also is important for our customer.

4. Didn't ask

5. Yes, department managers, in sales departmentor@drgrainer department,
service department and | work on that together.

6. | haven't used a fixed figure, that | spend andhthething more. | came from
this environment when | started with two empty heaadd | have this feeling for
all the aspect of the business, | have been indoineall the aspect and what
have just happened is that company always growe h#e been there for a
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9.

long time and our marketing communication is int@ier way in a permanent
form. We are doing some things that are very dffectagain and again. Then
sometimes we have periods when we feel we havedpond to something.
Between years we are allocating the similar amouat marketing
communications, but it is nothing that we tie ddvaforehand.

No

Yes, the competition is getting tougher. And thedrmaesnvironments. And the
weather, if the weather is bad during summer titmen every body comes to the
gym, if the weather is good nobody comes. Normaltig, number of people that
comes to the gym is the same all year around. Hewyéfvthe weather is good
during summer, the amount drops, and then you camanything. If we have
planned to do some marketing communication actiaitg the weather is nice,
we have it cancel it . Nobody goes to the gym&f weather is nice. When there
is World Cup in Football or Europan Cup then weeéndene something around
that time, just to try to keep people here, evaudin there is a game every day.
We show the game here, and have all sorts of conopet

see 8.

10.We have used PR agency and the Blue Lagoon has peRRn within their

company. We also have an adverting agency, andhave used the same
contact person all these years. We use the adwgrggency, to some extend,
but it can very expensive to use an advertisingi@geour agency is small but it
is still very expensive to use it all the way. Whamyself been to seminars in
graphic design, so | can make posters and we havter here where we can
do a lot of stuff. But when the company have beswiang, | have been using
the advertising agency more. We try not to ovardpavhen designing. But |

feel when | am talking to the agency people thay think you should have a lot
of money to invest or spend, and that you shoutl exery media there is, so
that people are getting you message everywhere.s@nte companies can do
that. But for us, | think it is better to use theedia that we know that are
working.

11.We use almost solely TV and newspapers. We haeeuwsed brochure that we

have distributed to all homes in Reykjavik. We d&vithe year into semesters or
terms, spring and autumn semesters. Our peakisirBeptember and January,
last couple of years we have done a large brocimdedistribute it to all houses
in the BIG Reykjavik area. But we tried another wagw, we used more
stimulus in newspapers and TV, at the same tinthink the cost was the same,
maybe little more when we use TV but | think itpgewerful way of getting
through. We had a new record (since they startied)ew accounts. The
competition is getting harder, and our plans dermatesthat there was a slump
in the market because of increased competitioroandales and revenue figures
demonstrate that (3 years ago, two health andsBtretations opened large
stations, much larger than there used to be). Torvergve think we did very well
having a record of new accounts. Also, now homdealand are getting a lot of
red tape( pappirsflod); so maybe it wasn’t so ¢ifecto send it home, it didn’t
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maybe last a long as we thought. To answer thiseased competition we
decide not to cut anything down or try to boil dowre decide to work harder
and try to service our customer better. We knew ttia competition would get
tougher (before it actually happened) ad we alsewkrhat we had loyal
customers. We need that had something specialdalso knew that we had to
be on our toes. We worked a lot in the internalrketing, to compact
everybody together, keep the group together. Ellengh our accommodation
needs to be renovated, we only have 5% less custoase than we had when
we were the strongest, in 2003. We still havestmae staff, almost all the staff
we had and haven't lost any to our competitionsTisijust available because we
have great staff and we have been able to createnpact group We have been
able to work together on making this work. Our l@gigcompetition is World
Class in Laugar, and that is first class gym tleat house 14.000 people. Just
that we only have had a 5% decline here, is amazimgl that is only just
because of great staff. If you are regular guest gym you want that people
know who you are , greet you when you come, sofgelicomfortable coming
and want to come again. Must people feel uncomifbet going to new place,
not knowing anybody. But if the staffs make youl feelcome and they help
you get started then it makes a real differenggto When a new client comes
in here, we sit down with him, talk to him aboutatthe wants to accomplish,
show him the gym. And that is not done everywhee @eople are very happy
with it. When we move, the gym is going to enlaagpeut 60%.

12. Yes we do that in some way, try to make them libeksame.

13. didn’t ask

14. didn't ask

15.We used radio, but | feel it is not systematic. Wae also been using direct
mail, we always use that with other. And we haveMC&/stem, and we use that
a lot. We are sending people both email and pasis¢ e.g. to people that
haven't been here for a long time, and we just teim we miss them.We
sometimes as well send a email to everyone thaesdmare regularly and offer
them sometime special. If a person quit the gynohshe needs to fill out a
form , that ask for a reason why people are qgjitiSo, we analyse this
information, and in 85% of reason for quitting thgm, the reason is that
something nobody can control, they are moving, tieye some kind of decease
or something like that. But the people that buynembership card, we are
working with them a lot. How often are they comiagd if they aren’t coming
why are they not coming, because if they are noticg they are more likely to
drop out completely. We want people to use thesardl to come and work out,
not just buy the cards. We use this database gdBtM). Much of our
marketing is based around this Prufukort (Trialdgdhat people can buy them
and try the gym to see if they like it. We then temh these people and try to
make the come and buy a membership card. We hawebsite, and then we
have 4000 people on post list that we send emaiévery week, with some
information. We haven’t used much ads on the ir@grstill a little bit, but not
much. A couple of weeks ago we put an ad on Bandal® reach the mums. |
think it is ok to use internet advertising withnsething else, if it is not too
expensive. But | think is often very overated. Waudght the CRM system,
which was quite expensive, in order to serve aigtamers better.

16.Yes, we are moving and becoming larger company wieéhSPA department.
Everything will be brand-new, the equipment, theiseoand everything. It will
be great for the staff and our customers. We wgdb ae selling new Blue
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Lagoon treatments that haven’t been sold beforg¢haowill be a challenge for
us. So we will be very busy in the next coupleedrs.
17.see 16
18.No
22. Yes, when | started, | just put one adversinall one) in the Morgunbladid and
the phone rang constantly. The environment is detaly different. Now, | have to
put one advert, in the Frettabladid, Bladid and gdmbladid and then | need to
support it with TV or radio or something else. CQawvertising in a newspaper,
makes maybe the phone ring for a day, but it ithing compared to how it was.
The amount of papers, magazines and everythingha®amade things difficult for
marketers. When | was going to conferences abrdmita Health and fithess
programs, and the marketers were telling us , yloat had to put a couple of
newspaper ads to create a response, | still cosldput one. They also said, don't
change the ad, have make them all look the samuest kcratched my head, what
are they talking about, but now (10 years latead Ibetter understand it. | feel we
are 10 years behind others.

25. Yes, we are always using the CRM system to getrnmftion on almost
everything we want to know and we use them to gl@mext year or even the
next offer or ATAK. We can know how many answerki offer, how many
people came between 5 and 6 pm on Wednesday etc.

26. see 25

27. We don't know exactly what each individually past doing. Often we are
doing many things at the same time (maybe Tv amgspaper) but sometimes
we are just using one media and then we know tleeteimmediately. If we
are sending out guest cards to the annual paroyefof the banks in Iceland,
we can see how many actually turn up. We try tastegwhy and who are
coming in the gym and we use the computer systemwa as we can. If
something is happening, we have an offer or a “Bapg” we register it in the
computer so we can see how much we got from it. rbeess is often very
similar. We use all sorts of ways to get peopleoitlhe gym , to use
(prufukort), trial cards, and then the sales depeant follows this up, contact
the people and tries to sell them a membership catthve 5 people that work
in the sales department. Usually they sell justaiesumers, but sometimes we
work with companies, but usually it are the stdférhselves that asks for
offers, not the company itself (or somebody on Hedfahe company).

General questions

Since from the beginning, 1998

Director of the company

Didn’t hear

60 people

2006, 200, milljons pr £1.529.870

15% increased in next year

. Blue Lagoon

One thing | haven’t mentioned is that we have lzarapaign with our staff e.g. they
staff in putting up posters, distribute stuff ahgtis a very effective way of getting
through and much cheaper. We make sure that #tleynta positive way about the
company and that will transmit to others. | cdélem “Sneezers “. If you hear
something from somebody you trust, then it is lkidat you will come and try. So
we have this campaign her inside the company.

NookwNE
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Interview 10

2 people in the room:

A) The person | emailed
B) Sales Manager

A) In Iceland we are around 50 people, 10 —15 peapload.

This company has been in this form for 3 yearsoBethat we were part of a company
that when was at its peak had staff of 600. Thimmany went through the IT
revolution, like many others in different countriggow a lot around the year 2000,
merged with a lot of companies and has decreasa&d agd now we are | think around
46 within this company.

A) We do outsource a lot abroad. We build our nekwabroad through partnership
with company already there. Iceland is the onlgcpl where we are servicing our
clients.

B) We can't really get any bigger here in Icelan@Qur market share is that big,
especially in the local or central governmentpalhistries use all our systems and have
done sincel996, we are in continuously developrieenaking them better. In Iceland
we are facing increasing competition, and | thir&kwill only loose our market share, |
don’t think we can’t get any bigger. We have bgeing into the SMEs marketing in
Scandinavia and almost all businesses in Scandirene SMEs. A) IBM defines
SMEs after how much business they generate witivh. lin Iceland there are only the
banks and the telephone company Siminn that isiefoted as SMEs.

B)And that is not because of number of staff orereie, it is just because Siminn
generates a lot of business and is therefore a Ezgount with IBM.

B) We have one solution (system solution) thataiseal on IBM technique and another
one that is based on Microsoft technique and thigke Soviet Union and America in
the cold war. If you go a seminar with IBM theryrhave managed to kidnap of guy
from Microsoft, and there is a lot of backstabbargl everyone are talking badly about
Microsoft. Even sometimes | hear something that isne at all and that undermine
everything you hear. | am new in this business,lard not a computer geek.

A) Just to give an overview of what we are doingather together some slides, we are
selling solution in document managements and psoc@snagement, customer
relationship management.

B)These are 3 IT systems, process business, dotunmsragement and customer and
citizens relationship in ONE. You would need atstea two systems to get this. Our
product is unique because it has been developedoféong with the need of local or
central government in mind. This is a product thatcan sell all over the world, the
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ability is endless because of the solutions. Wjmaternments all over the world are
doing is very similar.

A)This reflects in our market, we are 60%in thealoand central governments, mostly
here in Iceland or in Denmark. Both like we sa&fdoe, we are also offering this

product to SMES in north Europe and that is theketathat is growing the fastest

within our company. We have been signing up pastirethese countries in Denmark,
Sweden, Norway and Britain. Then we are trying $talelish ourselves in Mid and

Eastern Europe.. For each area we have territonageas, which service our partners
on that area We divide the territory managers lgethgraphical and technologically.

B) I am both IMB and Microsoft man

A) In our largest markets, there aren’t just mgrecsalisation but also we need to serve
our partners more. In Denmark we have a personstitae our partners on daily basis.
In Britain we also have a person that serves thtn@as. We are also trying to use the
same marketing material everywhere.

B) However, it is clear that each country needfedsht approach And it takes time to
understand each market. The things you do in Swedeit work in Polland.

A) This goes especially for mid and Eastern Europe.
B) Where handshakes and Vodka drinking are imptrtan

A) What is actually good is that in our past we drd had any communications with
these countries and therefore they are quite apes.t

(We start to talk about the decision of the Icelargbvernment to start killing whales
again and if that matter to the countries they woeking with. According to them
British companies asked about why the started cajalihales again)

2. A)Most of our staff are here, but of course vagédnpeople in Scandinavia and people
that are travelling. We make full use of the tedbgy; use the internet to communicate
with all our staff.

B)There is one thing, Skype that we use as weltabse it's very expensive to call
abroad, so we call through the Internet. Skypeadigtworks better then the telephone.

A)We made that decision last year to introducetéRephone exchange so we can call
among ourselves, and it doesn’t matter where yey @ long as your computer is
connected. But we aren’t meeting up as often asweald like. But people are
travelling a lot, and the sales people are meetmgith other sales people.

3.

B)The culture is a geek, program and engineeritiigiieu The marketing people are the
lowest of the low.
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A)The culture isn’t maybe as structured as in lagmenpanies. This was a small wand-
company (sprota fyrirtaeki) and people can do pm@ich what they want to do as long
they are doing a good job. People work on projact$ work together to solve them.
There aren’t some managers that are accountablevérything, just people in control

off some projects. Then we have a different celtoetween all the departments. We
have a different culture in the R&D department tiathe marketing department. We
can't always related to each others culture.

B)You are working on many projects at the same tand you don’'t know what we
happen with each and everyone of them and evegittake so long time. Like,
Estonia, we have been working there for now 4 yaafes have been working on tender
offer there for the last 2 years and hopefully we getting some work there. However,
they will still press charges if we will get it. n&l even if we have high profile clients
and top references like Oxford University in Emgla which uses us as gra??
management, Scotland Yard that has systems frothatskeeps track on enquires, it is
still hard to sell to others, and we haven’'t eveerbable to get one client in the last 12
months.

A)The sales process is really long in this busineBise first thing we do is to find the
person responsible for buying these systems wititenorganisation. This takes a little
time here in Iceland; you just call the company ajed that people’s name, and
probably you know two or three employees in eacghpany in Iceland. Therefore it is
quite easy to sell here in Iceland. But when weafooad it can take us a couple of
months just to be able to talk to the right persdinerefore each sell takes much more
time.

B)Microsoft and IBM helps us installing this systmand from every sell we are
getting around 20% to us, the rest go to themartalso be difficult to actually meet the
right people within these companies and if the @enrgu are talking to doesn’t see that
she or he will benefit from selling your producbuyget nowhere.

A)And we never go into a new marketing without adlb person. The, law and

regulations, language is so important, translativg software, how can we reach the
right people with in the organisations? This is twive do, and we would never go

without a local partner, we wouldn’t be able toideither.

B)And there it is all sorts of little complicatioms some countries. We choose these
countries because they are all joining the EU, nami@ less, and they are getting lot of
grants from EU to build up their infrastructure.edsnd e-government is one part of that.
. All the systems that used to be in these countii® in Poland, aimed at having as

many people working as possible rather than agtiaing efficient. These companies

need to work on this but it is a matter of prioritfome of these countries still need
lampposts (ljosastaurar) so it is quite difficadtdell them software for local and central

governments and in addition the Internet penetnasainder 20% in some countries.

A)We have four steps in our marketing strategyt tha follow. 1. We evaluate the
market; we look at our plans and evaluate how weegaing to get into it. 2. When we
are in, and if some changes have taken place witlenmarket, like in Denmark a
couple of years ago, when they decided to make tven benchmarks in document
management and nobody bought anything for 2 yehes;y we went and tried to re-
define what we are going to do on this market. ldsTs what we are doing in the UK
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and Scandinavia and wider, is to saw seeds in dodee able to generate sales later on.
4. Hopefully we will reap, like we are doing nowStandinavia and UK.

B)Then as well, our largest development projecdascall DOMEA, which is German
benchmark in document management. It takes us @amermyore in development.

A) There is a benchmark in document managemeneirm@ny, Austria and Swiss (B:
and also in the UK) which we have decided to futfibrder to reach these markets. We
have spend year in development to be able to do tha

B)EU might pass one benchmark in document managemewuld be best. There is
as well one in America called Departmental Defdoeechmark. It would be best if we
had one for the EU countries.

A) We are trying to fulfil the needs of the markétit now we don’'t have one
benchmark. Normally we have a standard productfithal markets but in some cases,
like with Germany, we need to develop the produaranin order to fulfil the
benchmark. Before that is finished , we aren’t ablsell anything.

Q: Who makes decisions which market to target?
A) Marketing team and the board of the companypiberd has the last word.

B)Like in Germany, our target market is the Germdamy, and then you would be
looking at a different company.

A)The decision to go for the German market is atjdecision with us(GoPro) and IBM
(our local partner). They don’'t make the decisiar they affect our decision, they
maybe tell us that they think our product fit tkismpany or this market. All our big
marketing projects are done with either MicrosafitBM. We did this with the Nordic

market, with IBM, where we are introducing a packaghich is GoPRO and IBM
software. We are working together on signing uprnmas and working on marketing
plans, and we share the cost.

B) Once the company has bought your product, itstaly with you for at least 5 years.
However companies are scared about the hiddensmstg try to have the cost on the
table.

A)But we always do our homework, how much we thin& market will give us, what
we think we can offer, what the needs are etc.nMaxe make profitability estimate and
see if we can wait for it to make us some money.

5.

A)We often set the lines for marketiné:; communicagicampaign but the local partners
work on it as well. We often make®Jarty ( not the local partners) make calls to
SMEs , but we don’t use this for the governmentketarThere is networking that
matters. The partners can also come with ideasnfarketing communications
campaigns. Like one we did with Hewlett Packard lear. Companies got send a
remotely controlled car , but you had to book atingef you wanted to get the remote
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control. We were able to sign 20-30 meetings inldhal this way and at least one sale.
The hit is these marketing campaigns are just atdupercent.

B)Microsoft publishes partner statistics, and itywedepressing to see that with 1000
touch you maybe get one sale. Now IBM is thinkioglo a marketing campaign here
in Iceland, sending out a small brochure (kalf)hwihe Frettabladid (newspaper in
Iceland). Even though consumers don’t know IBM, IBWkcks the country. The
question is, does the consumer need to know IBMZryne that needs to know it
knows it already. We are little bit reluctant to plat money into this PR stuff for IBM.
Here, nobody really knows what we do, except owent$ and document managers,
nobody else really need to know.

A)We have made that decision not to spend monegdwertising and rather aimed to
be in good contact with our clients and the grotlfag need to know something about
document management. We have good relationship \aith the professional
associations that are related to document manadeiaath also the municipality and
government departments. We also participate inarentes about these matter and we
have conferences here as well.

B) The diplomatic service has helped us as well.gerience is that people always
talk badly about the diplomatic service but it lmedped to get contacts abroad, and it
has also held receptions for our clients, we tdleamt to the diplomatic service and
Prime Minestry. In each country we normally go andet the ambassador just to
introduce ourselves and to see if something happ&hsre are some new ambassadors
that understand business and don’t think it is bB#nehem to help companies in
business.

A)We are also using the service of the embassyuseethe business manager there to
help us to reach the market and also to introdugesolutions and our systems in the
language that is spoken in the country. They lmdraexample a presentation in the
embassy in Berlin the other day, on the companyvemat we are doing for the central
government in Iceland. This service is very imppttto us, in those countries where
we don’t have the language skills to do these dwvese

B) it is also recommendation to get employee of thplomatic service to tell
everybody, we had this problems and we got GoRdbthe solution is this. We also
made video of this and will use it as we can. Tiki® new twist in the diplomatic
service, that they actually talk on the behalf ofme company but we have been
working with them now for 10 years. In additiony fme a lot of has to do with just
getting people to come to Iceland in workshopstapd. There is nothing

that comes close to that.

A)We have also gone in the Presidents trips, wet weeRlungary a couple of years ago
with the President and the Minister of Trade. Vdgenworked the central government
for a long time and we have tried to do these trips

B)In Eastern Europe the image of public employeesnuch stronger than in the
western world. So, the snobbery for ambassadore tiermanyfold when it is just
sacarism in the UK. So, this can help us. We wduldave gone into the Bulgarian
market , if there haven't been for a trip the compdirector went to with The Trade
Council of Iceland.
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A)When we started our “break out” (utras) we weeey careful and went to Denmark.
We did establish a company there and some of #fetkere still works for us.

B)Now were are trying to establish ourselves int&asEurope. The best thing we can
do is to get people here to show them that we kaomfield and we can do the things
we do. As soon as you say, we are 300.000, theplgostart to think that we can’'t be
doing the things we are doing.

15.A)We have a “Open House” twice a year here iglaled where we meet our
customers and show them the latest technology, whahe newest thing in this
business, making people work together in groupsstagknow each other and exchange
information. In addition, like mentioned before,ofassional group are within the
central government and municipality and we inviterh here, to listen to presentations
or sometimes we go to them. All our customersadl@cated to account managers,
which contact them regularly. Regarding SMEs, wso dlave account managers for
them, but when we want to expand the market, wecplsup the companies we want to
talk to. Normally, before we start though, we prepsome marketing material for e.g
production companies. Then we make the targethstthen it is just the question of
phoning them up and to invite them here for a meeti

16. A) We are building up the Scandinavian market the Icelandic market, we are
trying to establish our selves in Finland and Gerynand Austria will be a focus point
this year. We will continue with the UK market atng to figure out how we get into the
Mid and Eastern Europe.

B)For Mid and Eastern Europe, | think it is clelaattall these companies are going into
the EU and that they are getting money to change itifrastructure. These markets are
growing 12-14% each year. They are thanklessfiwace sales, e.g. the Polish market
grows a 14% a year and they need people that @angm code in Polish. If you go to
Varsja, everything is happening, and they are weeatb things themselves. | haven't
looked at the Russian market even though it isbibgest, because they have always
wanted to all themselves.

Corruption is another thing in my market, and Hugyga very corrupt, and hard to do
business. It is bestin Poland and in old Czecdwadlia. Rumania is like the Wild, Wild
West. We have been very popular in Bulgaria, bexatespay everything ( on the table)
, many repair shops pay under the table and ifgreugoing to get a loan in the bank
you have nothing to show for it.

(A couple of minutes of discussion about differeotintries)

18 NO. They ask about the term, and say, we aresiog this . B) The market plans in
our business, are 30 pages, with all the decimmalgsavery good firewood(laughter)

A) But in our software system, every this is staddaed, so everyone is using the same
pdf. file, every where in the world, in differeminiguages.

27.
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A) Before we go into a new market, we set goals hoyeh we need to get , what ways
we are going to go to reach our goals, how mucbsselc. Everything is registered in
computer and all communicated related to each $alery year, we go over each
market place.

B)I made a marketing plan for the year. It is vehprt, mainly to establish a delivery
system for the product, establish a local partnerraetworking. | have upgrade it, first
is to information about the countries, where shomédgo, and the goal is to establish
partner network for these countries, and make s@r&on’'t go into competition with
our selves, which is something we have done bafoother markets.

A)We have a website, called partner website where martners can access our
marketing material, graphics, and just everythimgytneed to know about the product.

(Because you would be doing business with the pesinyou wouldn't be doing
business with HUGVIT; however all the partners h#éive same information and the
same training, but then it is very different hoveyhcommunicate the information to
their customers.)

32.

A)Language problem first and foremost, we wouldatde to go further if we could
speak the language spoken in these countries.nGettiore information about the
market, what are the needs of the market, evergthae have standardised product we
might need to change it a little bit to meet thekeaineeds. B)
The Business culture if different in each countngl ave have to know how to act in
each and every market place. We can’'t say thatgdbusiness in Scandinavia is the
same, it is very different. We also have the probbf not selling us too cheap, because
in my markets money is a problem. Ignorance aboeland, and prejudice is also a
problem Last but not least, politics imbalance eoduptions.

34.

A)If we were in the b2c market, we would of coursse advertising more and other
ways that enable us to reach a larger target grdvie.can do it differently because we
try to reach them directly in our market.

General questions:

1. A) 7 years, B) 2 years
2. A) Campaign Managers and Partner Relations B) tbeyrmanager for Central
and Eastern Europe

3. A) BS in Marketing and export studies, and MBA Banap D. from HI.
Validation in stock markets in Iceland and in thi€/U

50 in Iceland, 10-15 abroad

A) just these are confidential information.

This is a private own company; the founder nan@laur Dadason.

This company has always showed profit! Everyboaly & university degree.
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Interview 11

1. Our overall goals, to make products which... thisd@pends what stakeholder
you are looking at. Our goal is that our produdt e used as a framework. We
are all using Microsoft products, and that our midvill be a guarding light in
this business. This is a little bit farfetched. Buis is what motivates our staff,
especially those that have a (mikla menntun) poatiuate education and are
working in our small company, then they have sdioge or something greater
to hold on too. This is what motivates them, beeatisot they would just work
of a bigger company immediately.

2. Directors have weekly meetings, but like you see ¢bmpany is open space,
and the offices that are here are mad out of glassometimes we don'’t think
we need any meetings but we have weekly statusimgsgust to be sure that
certain things are followed through. If you thinkuyneed to talk to anybody
then you stand up and talk to the person, evengthdne meeting is in next
week. We try to have it as informal as possiblee ¥8e as well emails, msn and
Skype and all that as well. Programmers use msh lzetween them but | think
directors mostly just stand up and go to the petbey want to talk to. It is
because often there are something that need sawidg/ou don’t want to wait
until people answers you.

3. Yes, because | am studying business, | know therdiffarent kinds of
companies, | have figured it out that we are humasource frame
(leerdomsfyrirtaeki). | didn’t know that until | stad my education. It wasn’t
necessary like that when | started but this is sbimeg | learned when was
working in my previous job. They always made surat tl learned something
new when | was working as a summer staff in architéfice and how to use
everything. This doesn’t just come from me, myesistorks with me, and then
people have started working here that share the séews. This has just build
up. And now the situation is like this, either plopave a university education
or we send them to university. We have now 3 praggrammers in university
now with work, and we pay for the education. [I'mudying, my sister is
studying and now one came in today and asked tstugty and | can’t say no,
because this a trend now. Just over 1/3 of the aomfs now studying, and we
know that when they finish, it isn’t very likely ah they will stay with the
company, but they have to work one year after tiaglgption because we pay
the tuition fee but the word of mouth will give thee label that we do well with
our employees. We don't pay high salary so you dogét higher salary
somewhere else, 20-30% more if they would workhi bank industry but we
try to other things. We try not to have overtimeenand people have some sort
of flexibility, programmers can start work betwegno 10 in the morning and
then you work to 4-6. The project managers neewaddk between 9-5 and
sometimes they have to work to 5.30 or 6 if welarsy. But most of our staffs
are programmers and they never have to work overtive try to have family
oriented company. People are very positive and employees either adjust to
this or they leave, but usually we choose our staff carefully. We don’t have
much of staff turnover, there was one resigningather day and he had worked
here for 6 years. He resigned on good terms, mhi@di was right for him. There
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a couple of other staff that have worked here fge&s and that is very unusual
for Software Company. | have worked here since 20@2my sister since 2000.
VR announces every year blueprint companies oy/#ae and last year we were
number 20 and we are going to be in Top 10 thig y¥&n though | can’t
control it directly, | will try to do it indirectl$,

4. | make decision about the budget things in this mamy, and the finances. | try
to have it as rule to put one advert in the newspapce a month. Advertising
cost a lot for small companies. Staffs have opisiabout our ads, if they don’t
like them, they tell. We have used the same onefoowome time. We hired in
new designer and he came immediately and said yarenot bored with this
green colour? We are therefore thinking how muehoan change, or if we
should change, because | don’'t want to change #@r&eating material all them
time. | listen to employees’ opinions and theral/é another one in here that
rights our newsletter. Our website is written biypan that has resigned from this
company, | might write some stuff, but | trust pleo do these things. It is
mostly finance that | take care of myself. | véde these things though before
they are published.

5. |take all the decisions
6. Same answer to number 5.

7. Not here, but in another company that | worked ispent 2 percent of the
revenue. But not here. Because we are sellingvacdt and we sell it just ones
to each company. We aim now to sell our customaerthan trying to get new
ones. Then itis a little bit pointless to adwastilf companies are going to have
tender offer in the next couple of months, thenwile have some reminder. |
can then say, | buy one advertisement each manill icost me 150.000 ISK,
around 1200 pounds. Then | have to go to thisezente etc. So, | use that,
certain size not percent of revenue. Another re@sadhat new clients just come
to us, when haven't had any sales force or saledoraover a year now. The
customer just comes to us.

Q: So, you are doing something right. What do yuok that is? | think it is word of
mouth. Our customers talk very highly of us. Ouwstomer list is our best
advertisement. Kaupping (the largest bank in lablarust us for their webservice , and
then others thin as well that they might give ushange. That's how we got other big
clients as well, as Penninn, and Capacent, Toy@tianborg. Another thing that is
important is to be on the web, and to make suredbm@mpanies can find us on the web-
be on all the search engines. We are going tceefatgead this year.While we are busy
we might forgot to think about attracting new cusérs. Then the competition could
all the others while we were asleep. We will hireades person to call the companies
and invite them to come and meet us. We will iatnge the marketing strategy.

® The employees will get sent a questionnaire tafibut the employees satisfaction within the comypa
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7. 1 don’t know really what you are talking about (ttpeestion is then rephrased a
little bit). We didn’t actually know how importaittis to be found on the search
engines on the Internet. One of our employeesmgotthis, both for us and as
well for our customers, and he managed to movepus gouple of steps in
Google. We are also a little bit in “break out” rag) and this is as well
important part of it. But we haven’t changed anythi The technology changes,
the market changes, and there has also been irareasmber of conferences.
We go abroad to these conferences, and this igrbeganore expensive part in
the operation of this company. Before it was motlkak was going abroad but
now it is two or three people form our company goand this is a expensive
part of the operations but very important. In &ddithere has been increase in
number of conferences in Iceland. And we have mdylalised our budget and
then a conference pop up and it cost 200.000 I$Kave to remember these
unexpected things in my budget this year.

8. We don't have a steady advertising agency. An didugg agency designed the
look that we are using now. That was done in 2@@ber than in 2004. This is
an agency we can call and ask them to make anragfdut then | don’t speak
to them for 3 or 4 months. We are not spending mmcmey in advertising
production cost. In the UK we have a PR agencychvhas written for us, a cd
and is pitching it. (Difficult to hear what she dpiThere | also have contract
with a sales and marketing man, that works for ne bour a day, calling
companies etc. | have also got my marketing mateaaslated into English and
now he gets it and has to make it more market dhienNe have more people
working for us abroad then here. The market hesaturated. We don’t need
to advertise here, we need just a man that calsctimpany and lines up
meetings. Here in Iceland there are 3 or 4 congsalike us, and then lots of
smaller ones, but the large companies don’t tatkéon. Then some companies
“OWN” some clients and you are not getting themyhmouch you try. There are
always some clients that are unhappy where thewragdehat’s is how we got 2
of our latest clients. So, maybe it is certaicwdiation. This happens also with
us, maybe like one a year, and sometimes it is MNIJI. Some clients don’t
suit us. We have grown 30-40 percent in the lagea8s, but we can’t grow on
that speed for long. We have already 3 clienth@WK. The process has been
very long. One and half a year ago, | started ilugpkor a partner there and in
April 2006 we went out and meet a partner but l&dend out that is not doing
anything for us. So | decided to do this myself #meh | hired this guy that has
a company that tries to help other software congsarilow, we are to risky for
him, so he charge us by the hour but then we wusli pay him commission. We
have had our existing clients in the UK for a ceupf years now, but we are
now going to try ourselves to get more. | haverghing in English, English
address, phone number etc.

11. We put one ad in the newspaper each month. Normaley use the
VIDSKIPTABLADPID, and | only advertise if | get pag& | didn’t advertise for 3
months before Christmas and the guy from the nepespealled and told me’ “
You haven't advertise anything for 3 months”. | aom a list with the
Morgunbladid, Vidskiptabladid and Frjals Verslurdathey send me emails or call
me and | just choose what | want. Sometimes | anng money for a conference
and then | don’t advertise anything.
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12.

13.

14.

Not asked

They didn’t advertise before | came here, and hdiddvertise in 2004. | started
in 2005 to advertise and I'm not sure if this ingeate some results, or will give us
something or not. Maybe people see the ads andhseeame of the company,
INNN. Maybe something sink in. We are the only campthat advertise, if | think
about us and our competitors. | should do a rebaétbis is generate something..
We don’t even send direct mail, we only send direatl to our customers and we
give companies that come here for a meeting a rtiagkenaterial. But we don’t
use direct mail, | don’t think it would work for udf you are going to buy software
it will cost you a minimum of a million, so therea$fito be an interest from the
company buying the software. | would rather makghane call, asking how their
software business is done and invite them to cantemeet us. But we don’t send
material from us.

The biggest challenge is how we are going to ptesembroad. | have designed a
strategy, which is changed strategy, the man whoali;hng out for us, it is just me
learning about the market. | didn’t expect anythirgn it. What | want to do is to
find a customer that | really want to get, andepfiim to come to us and he doesn’t
have to pay anything. It has to be an on-line shapg-commerce, and then we get
percent of each sale, which would give us backcthet. This party can’t be too
well known or too big because then they will notnivio do this. But he has also to
be exiting for us, and beneficial for us, so thatavof month will generate results |
have found out that the same principle works inthe as in Iceland and that is
word of mouth. Like here in Iceland, one of my éoypes is putting together an
attack list, what company we want to get, and Iraohcalling everyone because |
don’t want everyone. When you are in our situatise, are very busy, we can
choose what customers we want. And sometimes, ggtet that you went after
that customers, we are having 2 or 3 that are ...pftfifficult and generate not
enough revenue. Well, so it is.

19.No,

Q. You mentioned that you were getting a salesopé¥rdNe are really against sales
people because often they sell something that doe€st, so we are just going to hire
another project manager, which will focus on saBeause there are lot of people that
come here for an introduction, and then they gk bath some material and then they
call us and say there are interested. They wetheth we need requirement analysis
(parfagreiningu) and if they don’t have it we ofterdo it for them, maybe it isn’'t the
simplest web in the world. And we tell them it walbst so and so, and if they will take
our offer they will get a discount. Normally we giilave one sale per company, we are
not very good at selling existing companies moiletsms. We are trying to improve
this by having more people thinking about sellingtomers. We are not doing this very
efficiently. We have even got a complain from ofewur customer, “You are not trying
to sell me anything” We are making some solutidng, when you upgrade next time,
you just get them in the whole package without pgyanything. Sometimes we have
some solutions, that are extra, which have beererfmdone customer and we are able
to sell it to others. We are now selling more cdiamcies, like the search engine
counsel and accibility is another theme. We have tlvo sales point today that are

332



unrelated to our systems and our software as #urhwe are selling more consultancy
than before and our customers have asked abouteerVhey want us to contact them
more, that isn’t necessary about the technologybegust some other solutions that
the customer wants.

27. No, and | don't think it is working at all. We ageowing equally each year, 30-
40% every year. And it doesn’'t matter if | am adigeng or not. This
advertisement can also take half a year to hit holita not necessary going to
stop advertising, because | think ads go into ysaurconscious, like when you
go the store and buy a certain washing powder. nEkieugh you ask your
potential customers, why did you decide to callthsey would never say they
saw our ad, that sound so cheap. (laugther). Wh&es working before, when
| was selling computers, advertisement worked, yf prize was good they all
got sold. If you are on b2b market is very hardnasure. Because they aren’t
that many companies, we are looking at 360 companve had last year 15
percent market share and because there are socoapanies not with web,
then this is very good. Our goal is get 25 perceinhave goals for every 3
years. When | took over in 2002, nobody had unit\erdegree except my
sister, and me and my goal was to have everybody &iuniversity degree
within 3 years. We reached that goal, well somepfeeare still studying. We
also have reach our goal related to growth, turname such things. Then you
just have to set more goals, and now | was seBfhgercent market share and
need to see what companies | need to get to rdamhgoal. The larger
companies are so few, so we are all trying to lgemt Our competitor has both
SIMINN and Icelandair, and they wouldn’t move besmaudhey have so much
special code The competitor has to violate the (landta af sér) so they will
think about changing the company. That is why tleeket is saturate. Next
year my goal is to reach 6 customers in the UK ciwhg very high, | know. It
means, a customer every other month. However,gem#gs on how big they
are, if they are small, it is easier. If we aretiggtbigger customers, then it is
enough to get one or two. | would hire one projeeinager here in Iceland,
that would have sales focus, and | am abroad.tbghe UK every other week
and longer each time. | am always one extra dasethe be able to work on
this. If we would get some work there | see mydetct it, but we have to wait
and see. This business is tough, it is kind ofliar the customer to see the
difference between a good system and bad one. Someanies are selling
systems, coded in Russia that are just standardized50.000 ISK. It is hard
for small companies to see the difference betwkanand ours, and the smaller
ones have just the tendency to buy the cheapest affby should | pay
2.000.000 ISK for a system, should | pay 500.000, I5000.000 ISK or more?
What will | get? The same goes for the UK. Why dtdudo business with
INNN? The reason for this that you can’t actuake sf it works, and how it
works until you start using. | could show you theeapest one on the market,
and it looks fine and you see hardly a differenttes not until when you start
using the system and when you need some servicen wha notice the
difference. We are sometimes very split here; Isathng the system or selling
the service. | should be selling the system, bex&wasn going into the British
market we would have a partner there, servicingctietomers and we would
only sell the solution. Then finally we would makeme money. But why
should somebody buy our system rather than someblsdys? Everyone say
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the same thing and if | would be going into busengsday, wouldn’t go into
this business. No, | wouldn’t unless | found somehe@, | could be best in
something.. In the UK we are in little bit of ttda because of this. The first
customer there needs to be exactly in the areangni to sell to the next 10
years. If we sell to a clothes store, then we ballbest in clothes store. Then it
is ok, and then you have found your niche. In lcdlave have to be everything
in every business, and you will never be good igtlang, just fairly ok in
everything, well we are best in the financial secBut we aren’t good enough
to go to the UK and say, “Hey, we are good in tharfcial sector”. | think that
business is very tough. (she look at her watcti ves start to hurry up)

38.1n b2c you have to have quite a lot of money t@ble to advertise, you have to
have a large turnover so you can afford to adwertisdidn’t actually like
working for the b2c sector. The page in the newspacost 150.000 ISK and
then if wanted a special place the price wouldhygher. In the b2b market you
don’'t need to advertise, you need time to book mgeand of course some
money. People in Iceland are relatively willingcmme to a meeting, somebody
that is not a customer, if you tell him you wantitdroduce our computer
system. Yes, they arrive, but then you have t@Wwlit through and you need to
have good sales people that can follow things tnouyou are spending less
money in marketing material then in b2c sector.thim last company | worked
for | was working both for on b2c and b2b marked @nwas a lot of conflict
between the staff, working in each sector and hbandin the business. So , it
works out you have to have to have 2 directors,inreach sector and not mix
this together.

General questions.
1.1 have worked here since 2002
2. Director of this company

3. I am an architect and | have finished masterakeg computer science and now |
am doing MBA.

4. We are 18
5. 2005: 95 ISK millions or £723.864
6. 2006 :130 ISK millions or £990.551

7. Fons, Palmi Haraldsson

334



Interview 12

Lyf og Heilsa

1. Our overall goal is to reach sales figures and plsat by the company and to
meet the consumer expectation.

2. Our communication is mainly through the Interneg¢ @on’t have any intranet
and through regular meetings. Also, | try to vieiterybody. Most of our
operation is here in the main Reykjavik area butalg® have pharmacy out in
the country.

3. First we bought a couple of pharmacy — branch &ed the ball started rolling
and we have been buying up quite of lot of pharesan the last couple of
years. They have to adjust to the culture thaere hand for some it works better
than for others. We have some pharmacy in the cgaide that are more
deprived than the ones in the main Reykjavik ar€ae culture maybe there is,
this is just our old pharmacy, and we are not withichain of pharmacies. This
is what we are trying to fix, and then we have ofirse, ARSHATIPIR etc to
bring people together.

4. Well, I maybe discuss it with other directors.

5. If we go higher up, the board of directors setdgbals. Then directors and | and
we that work here together, and in consult with suppliers, we set up the
main lines to work after. Also, we would have scemaual plans that we follow.

6. The same

7. Yes, it is based on some percent of revenue; | gastt remember the
percentage. The suppliers often come to certairketiag projects that relates
directly to their product. This is probably 1 op@rcent.

8. Yes, every lagasetning on medicines affect us. Wet @dvertise prescriptions
medicines/drugs and the there are heavy demandm Itelandic Medicines
Control agency. All this discussion that medicirz@e expensive, at the same
time the Alog from the government on medicinesgetting higher and higher.
At the same time everyone want us to decreaseribe, go it is hard to find the
balance. | think Icelandic Medicines Control ageheye is the toughest one in
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Europe. As well, there are 3 suppliers, and synodyngs (samheitalyf) come
all from Actavis and therefore it is oligopoly &etwholesales stage.

10. We use the advertising agency, Good People; thethel@dverts and also do
the media plans. We don’'t use PR agency, if we laagasis, we though look
for advise from people that know these things.

Q: Now you have worked here for a year, has yoarcom activities changed

during that time?

No, but the company itself has changed, this y&ow around New Year merged
into the company opticians’ stores, company cafkeckor which specials in support
equipment service and Dack, which all used to sgpatompanies. Now we have
merged this all these companies. With these changegot somewhere between
50-100 new staff. We are going to try to sharehalmarketing effort

11. We usually use 3 things. We try to advertis@eaople will notice us. We make
as well sure that there is a display in store, Whithproducts that we are advertising,
so the customer is going to notice them. And nun3p@nd the most important one
is that the staff working there will know what i®igg on. So, that they know
something about the product and how much it doss tdke with vitamins, now
we are adverting them, the staffs need to know #ange about them to be able to
tell the customer, so we can serve them well. kinsl of simple, if all these things
are integrated then everything is fine. The maimghs that the people work
together. (Missed half of the sentence) Beforestat a campaign we inform
everyone about what we are going to do, often wekwwoth our suppliers, which
goes to the pharmacies and give the staff therernrdtion, when we were
advertising “allergic drugs”, suppliers held magtiin pharmacies about them.
Because of that, we were able to answer the gusstour customer asked us.

The advertisement we are using is mostly radio mewspaper ads. Then | have
been trying to get into these daily shows likergla bitid ( Iceland in the morning)

with coverage and in the health sections in thespeyers. The radio has worked
best for us, for some reason. There are so mangpapers that comes through
people’s door every morning, and people don’t hawe to read it all. People spend
always longer and longer time in the car, so wedrget to them when they are in
there.

13. No, | took over from very qualified peopledktvid gédu bui). Of course there
are always little bit of changes, but not major.
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Q. What about the merger, how are you dealing thigh in this respective?

The job has just started, | think | will go oveeihplans and see what was going
well and what wasn’t. We will use the knowledge ave here and try to do better
than it was done before, whether it is cost or sbhing else.

14. See paper.... If we have some promotions in our statrés normally from our
suppliers. Direct mail, we have send a so cdllegighbour post” from the
pharmacy to the nearest residents. Even thouglreve chain, then we are
telling them that we are always in the neighbouthoo

15. Do you think you will do this similar way again @® Yes , | don’t see major
change.

16. We are always finding something new to sell, bthimk we need to be aware
of that fact that the main thing is to sell medmatand service related to them,
and if you forget it, you miss the focus to someghthat maybe doesn’t deliver
anything. We are not trying to sell glasses in tf our pharmacies, like shop
in shop, but we have to make sure we don’t forigetdather stuff. | think in the
future we will have more of shop in shop, very $amito what Boots and
Superdrugs are doing in the UK. We have as weil s&ong freeporthere, and
the tradition is so strong in buying the makeup padume there. So building
business about cosmetics is not possible.

17. Same as 16

18. Not that | remember. (16.40)

19. Yes, | think it is becoming more important know.€fé is one thing | hadn’t
mentioned and that is we own Pharmacies in Macadand Rumenia, 100
stores and our planes with buying shares in thésenpacies is to use our
knowledge from here and transfer it to these marketWe own these
pharmacies with locals.. As well, with increasetpetition, there will be more
emphasis on marketing communications. Our markateshere in Iceland is
around 45% , we are not going to grow much morehaxe to find more things
to sell. Our emphasis now is to get more out eflthisiness. Here in Iceland
we have 2000-3000 between each pharmacy but in Bxnthere is15.000-
20.000 between each one. That's why we are caeh @harmacies in smaller
places. As well there is a shortage of pharmaastibse Actavis needs quite
many and therefore it is harder for us to get themvork in our pharmacies.
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g. How is your biggest competition? Lyfja is thgdpest one but also there are smaller
spry pharmacists. There have also been quited tdhhanges at the advertising market,
lots of new newspapers, and magazines have bearlisised. | think they are going to
decrease, the main ones are Ruv, Bylgjan and @ha&nand Skjarinn. When we are
advertising in newspapers, we normally advertistaénFrettabladid.

25. There is very strict penalties because of protactb persons, we can’'t see
what each person is buying. Last year we had fagasips, focusing on
women, men, invalid and senior citizens. Invalid aenior citizens are big part
of our client base. We went over what they waninfrour pharmacy and we
have been using that to work after.

26. Yes we have been using the information from thesad groups to work after.
We also get information from our staff, becausermfthey know what need to
be done and what our customers want.

27. We go regularly over sales figures, and if we a&&ching them. Like we are
advertising vitamins, and then | can just look ates figure for January
compared to last year and then certain productsuéally look at the figures as
a whole and then dig a little deeper into certaodpcts.

32. It is mostly the legal environment here inldoel . We have to be very careful
what we send from us. The supervision is veryvachiere. The laws from 1998,
and a lot has changes since there, but the legislaasn’'t changed. We imported
vitamin from America, called Prevention and we fHadtake it off the market

because the name was thought to be too leading.with appropriate costs.

34. 95 percent of our revenue comes from consuraatsactually nobody wants to
go the pharmacy, nobody wants to buy medicine#, isckind of hard to by in this
business. We try to show them nice attitude andl geovice.

General questions:

1. One year.

2. Marketing direcor

3. MBA from University of Iceland

4. 330 with all of them..

5. didn’t ask

6. teepir 5 milliard ISK in 2006 or £ 38,098,140

7. Karl Wernersson and family. ( the Wernersfamily)eavork on daily business;
sit in the board of directors.

8. No, you can contact me if you want.
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Interview 13

I’'m the managing director here, and then | havealassmanager and we divide the
marketing communications between us.

We are all at the same location now, and the athwspis totally different now than
before. Like it was before, there was always: tfagwn town”, people “up there” but
now everybody are in the same place.

Our market share, | new this question would come iams so hard to answer. There
used to be 4 Icelandic paint company that produdsd Slippfélagid and Flugger (that
used to be Harpa and Sj6fn, but then the Danislpaosmbought it and now its name is
Flugger).Today were are 3 in production and as wmedre is enormous import —
importation, Hasasmidjan imports almost 80% thattkell, BYKO imports something
less. We are their largest suppliers in paint. rlilve have company like Icelandic paint
that is in collaboration with some Finish compamd Sérxxx (can’t hear the name)
that imports marine coating and now they also gowee into the do it yourself market.
This makes it really hard to find this out, also /e on the one hand paint and the
other filler. It is not hard for me to say, how chumarket share if have of the Icelandic
companies (that are in production) but there isva something that mess it up as
well, because all of them are as well importingnpaWe don’t import much of
traditional paint, but we import all of our marioeating and all filler. We are producing
80-90 percent of our traditional paint. | think Wwave 37percent market share last year
if I only look at the Icelandic production. We orgsent quite a lot of time to try to find
this out but we gave up. There is a lot of contipet on this market, and in the do it
yourself market the competition is based on prizettake the Icelandic production as
a whole, | have to say the quality (geedastadalkhefpaint is very high. We were in
collaboration with a Danish company that is quigeib the European market, and they
thought we were very precise when something hagpenth the product, customers
weren't satisfied etc. We sometimes talk abowvithin building sector, that Icelanders
make more demand than the Danish as an exampie.shid to be because of the
weather, we spend more time inside the house tthar oountries. | don’t know if you
are going to ask me about if we are thinking aleoyttorting abroad. We haven't been
thinking about it because to do so, we need to hgmeduction plant somewhere close
to the market, but we have though exported somgttiimugh a company that have
been selling us syringe and things like that. #éitlsee something that they like we send
it to them and | know that they think our painmsich better than what they can get in
Norway and Sweden. Overall, producer of paint imope know of course how to do
their work, but our paint is of similar quality.

| think it is very difficult to grow more in this arket here in Iceland. We have had the
strategy not to have our own stores. Harpa SjoBngtores a couple of years ago, and
then BYKO stopped selling their products. Slippfgtl has 2-3 stores but we have
made that decision not to open any stores, weraoellabroation with Byko. We are

largest ones in the professional market, (for gast malarameisturum) and we have
grown there a lot recently, mainly because of dquadaint and better service than our
competition. The result is not based on that weehhe lowest prize. It is very difficult
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for us to grow more, because a large share goesighrBYKO and Husasmidjan. |
don’t think we are able to grow more unless we wapen a chain of stores.

Q: And now we have a lot of new developments? Wesdo, and we are getting a large
share of that cake, everything is painted by psifeml painters (malarameistarar)
unless it is single family house Another thing thas changed is outhouse paint. Now,
every large building is” kleedd “but 15 years agostmaf them were painted.

1. (laugther) This is quite a big question. What dw ynean? Because we are
production company we are said to be industrial mamybut we look at
ourselves as service company. This is something ltha changed when we
moved here, our service has improved a lot. Ouf igo@ grow and thriveand
the returns will be good for everybody involved.

2. | try not to use email here between myself and ropeeple. | feel that email is
overused today. As well when | am talking to mytoosers, especially if there
are issues we need to discuss, | rather ring them bhaving 7-8 emails been
sent between us.

3. Ohh... How | am going to describe that. We have apaomg union and we do
some stuff together. We have annaual celebratidreaary other year we try to
take it abroad. But it is very traditional, we gat dor dinner around Christmas
(jolahladbord), we barbeque on the first day of swen we go bowling etc. |
try not to be involved in the company union

4. didn't ask
5. ldo that.
6. | do that.

7. 1 grew up in this business so | know how much teest. This is also kind of
fixed, we advertise more for Easter for the confitions, for Christmas but that
has also changed a lot. In the past, November wasyabig month for paint
because people painted before Christmas but tisathenged. Now this is more
flat, people are painting all year around. But marketing budget is based more
on experience than on anything else.

8. didn't ask

9. didn't ask
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10.We use advertising agency called Islenska auglgsstgfan and a media
planning company that Islenska auglysingastofansoeailed ABS. We don’t
send out press releases, some companies usedttaad sometimes | feel they
are sending out press releases over somethiny albid but we have been
really soft and haven’t used it as much as we shoul

11. We don’t advertise in December or January, atoler and November we
advertise, from mid February to beginning of in hpand then we use more
TV. Then we are advertising indoors paint. In indopaint the emphasis is on
colours, but in outdoors paint it is more how lah¢psts and professionalism.
During summer time, we used to be in TV during swentime but we changed
it 4 years ago. In beginning in May we start ddithit on TV but most of our
budget goes to Newspapers, and Radio. We ddodtause TV sag little bit
during summer time.

Q. What do you do when trying to reach the profesai painters? Well, that is also
different thing from what we have been talking ab®ie have receptions (party) every
now and then. When this house was build, we reakdnat we needed to have a place
to have happenings and meetings. If we there isnpoitant football match in
Champions League then we will invite them to comd watch it here, with beer and
shack. Because of the size of market, certain psafaal painters are dived to certain
sales people, even though they can talk to everyafeare constantly in touch with
them and one plus is that they can come here, we Alvays on Friday mornings
coffee and cakes (med pvi), at 8am, and sometinteenvarrive we have here 20
professional painters. Few years back we estaulish travel group with the
professional painters and we go abroad ones ajysafpr fun. Every other year we go
to a exhibition, in Germany called Farbe. We hdwags gone there, and now there are
50 of us going. The travel group pay a little bithe cost to go to the show.

This is completely different what | hear that isppaning in Denmark. | have heard
from the staff of Harpa Sjofn, now Frugge, that D@nish don’t understand why we
have to spend so much time with our customerstripe etc. There (in Denmark) they
have small specialist stores and the malarameistaries and does business, and it
seems that he is the one that initiate businesshec@ompany. We are also selling ship
paint marine coating but it is imported. Slippfétagis the market leader in
skipamalningu but we have been putting more emphasithis in the last in 5 and 6
years, and that is given us a fine result now. iBig all on personal note; the clients
base is very small, these are the ship yards andwwvea share in the ship yards on
Akureyri. The fishing companies are big but fevd &nerefore it is important to contact
them personally and serve them well. We often heebioats are being paint send men
from us to make sure that this is done in the ngy.

Q. Do you use direct marketing? Yes, | used to saraty year a brochure to people
that owned a summerhouse. Our brand Kjorvari, ry s&ong on the market, and we
have been increase our share with this brand epy We have been using direct mail
a little bit. We have also done this for Stein&000, which is a very special invention,
Icelandic paint. It is expensive compared to a@otpaint, but we say it is not
expensive because it last very long. A couple aryeback we were thinking about
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using pictures of houses painted 10-12 years aub,advertised to get them. We got
loads, and even of houses painted 15-17 years &lgis. paint is very special. (we talk
more about this paint)

Q. Do you participate in exhibitions? Yes, we halmne that. We used to invite
specialist to come to use and introduce to themrm#weest thing, but we haven’'t done
that as much as we used to. Professional paintaig breathe paint and they aren’t
happy if we are trying to tell them how to do th@ib. In the spring we always have a
session with the stores (Husasmidjan + Byko) ahdeahilers, because they will have
summer employees and also there are some new dtenesw paint. And do it your self-

marketing, we have been participating into exhdis, like Summerhouse and the
Garden. We didn't participate last year but mayleewill do it this year. | feel that the

concept has been ruined because now we have soerhinjtions. There is something

in Smaralind and a couple of ones in Laugardalskfdihere would only be one mighty

exhibition then it would be different. It is as Wexpensive to participate. We are
always participate in the Fishing Industry exhdbit

12. Didn't ask

13. The last three years it has stayed the samewBulid increase our budget
three years ago. We are using exhibitions, and r&esjpending more time on
“happening” with professional painters.

Q. Was is beneficial for you to change? It is lit# hard to figure out what is
actually working and what not. Is the sales insieg because of our
marketing communications, it is kind of hard to .shygtill would say yes, but
we have also been in extensive product developm©ére.have been emphasis
on quality rather than prize. But maybe it will oge. If a company like
Bahouse comes here, then they will advertise vegap paint and maybe we
will have to answer that, even though I don't like | think it will ruin the
reputation of the company if we start to producd aell a cheap paint. There
has been cheap paint on the market, and we havetisoenanswered it by
putting some of our paint on offer, but it has beémuch higher quality than
the other one. Maybe it is very clever but we haften being selling quality
paint on similar prize as our competitor.

Q. What about architects, are you targeting thenéll \iere are always some
architects that are in fashion. But we haven'teted them or served them specially.

25. We don't use anything like that. Because the satethe Do it your self

26. market goes through the stores. We though keepdexdcsales history of each
of our professional painters , so we see if theeeaay difference. We used to
do some research about who buys paint and ifptize sensitive market or not,
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27.

28.

but we haven’t done it lately. Sometimes is saat the woman buys the indoor
paintbut the man outdoor paing. We haven’t donerasgarch in a long time;
we were asking about where did you buy your past fime, where do you buy
your paint? Most of our sales come from profesdiopainters, |1 can't
remember the figures exactly, Do-it-yourself marketaround 25 percent,
professional painters 35 percent, other stuff fikarine coating, filler etc count
for the rest.

The only thing you can see, is the sales figurbes€ adverts are not directed at
professional painters, indoors paint is directedvamen. It is very difficult
because we don’t own the stores ourselves and w# dee the result until
quite late. If that would be the case, | woulddixe to see it the next day on
sales figures if it worked or not.

One thing that we have been doing much more adigating people working
in the stores. This people make a huge differemzk sometimes control the
buying situation. These are employees of BYKO os&#imidjan and for some
it is easier to sell the paint that are the cheaj@sswe have to keep them up to
day , so they know the product they are sellinge dake the stores managers
and take them out for dinner and after the seminmarsnvite them to beer and
something else.

| think it is getting more important now than iteasto be. | don’t know how
much you know about the market here but it is ggttidiculous, 10-15 calls per
day where you are being offered to advertise is &nid that newspaper, some of
those we have to buy because it is like a grane. ddmpetition is very hard in
the business, between the newspapers, they havedsta call the companies
directly, but I direct them to our media-planningeacy. Some of the papers
have started to call you at home, telling you tlaeeha good page for you
tomorrow. | think it is more important know, besaua couple of years ago
Iceland was a kind of unique. You were able toche&@0 percent of the
population but buying a page in Morgunbladid, aefbbe channel 2 (in 1986)
we only had one TV channel. And I think it will dmming more important in
the future because our kids are growing up withithernet so maybe it will
even more different than it is today.

General questions:

1.

hown

©ooNOOO

| have been Managing Director since 1995, but lehaworked here during
summer time, this is a family firm, my family workere

Managing Director

| studied Business Administration, and took markgts a minor, in USA

We are on average just less then 40. We were 38y&ms. We are quite
seasonal, in the factory and in the warehouse weegddople in during summer
time so we have 4-5 people more during summer time.

didn’t ask

700 milljénir, 700 millions ISK

My family owns it

No

Yes.
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Interview 14

1.

| can only direct you to the website for answetthis question. (Goes to the
computer and finds what he is looking for). Noii&rconsider it to be the main
purpose to increase people’s pleasure and wellbddyg people we mean,
customers, staff and shareholders. Noi Sirus waotsreate good and
stimulataive environment where staff ability is @lbdd grow. This what is said
about staff. Starts reading about financial goals.

(Taken from their website)To add to our customplsasure and enjoyment in
life and to keep abreast of changes in order totrdeenand, quickly and
efficiently. We intend to maintain our leadershipspion in Iceland, and to
work at promoting our fine products in the interoaal marketplace. We aim to
become directly involved in the expanding Europemarket for chocolate
through our acquisition of Elizabeth Shaw.

We aren't all here, we have a small warehouse iaréyi where 3 people work.
We use a very good communications system (evergthall people here don’t
agree with me), Lotus Notes, where you safe yoajepts, meetings and now
they have internal chat options as well, so weatarays be in touch. However,
| think that this is the part in any business tat be improved.

This is very rooted company. Surveys show that |geape very proud to be
working for this company, and to work for our owsieThe culture is a good
culture, everyone are trying to do the best. Evaedybhave opinion about the
products and they want our customers to like th€his is probably the best
situation to have because then everybody is workingrds the same goals.

. No, not really.

That is I.

That is I. | have been finishing off 2006 and nodoing the budget for 2007. |
used to do all this job alone, but now | have asperthat is responsible for
foreign candy like Cadburys and Kellogg's. Alscerth is another person in the
sales department that does some marketing projeststhe managing director
helps as well. The group of directors has thenpir@ave my suggestions for
budget for each year but this post here is resptmsi

Financial budget is both about revenue and cost,ctist that | control. My
finical budget is based on experience, sales lyistod results of campaigns or
something like that. Because we have some manylbyave try to look at each
and every one of them like small companies andeipshus in the planning
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process. If we take assorted chocolate as an erarhphs a turnover of a micro
company. And we make plans for assorted chocdlkeehow much do we have
to sell, how much will it cost us to generate peeitorand image maintain its
strength. What do we have to do in the stores,@adio we have to do to
inform our customers. When | came to the compamyobably didn’t have
enough information to do this, but now | know howah | have to spend to
succeed. And then it is the risk, does it work oesh’t? There is always a risk
associated with decisions.

10.We used an advertising agency and we use mediaiptamgency. We have
used PR agency but we don’t have a fixed contrébttivem today.

11.All media plans go through the media-planning agebat | always buy
something myself. | get a lot of phone calls frdme media, and | want to get
these calls because these are huge expenses amdit|tovknow what is
happening. | meet at least ones a year with myacbmerson from each of the
media, either with or without my contact personnirdhe media-planning
agency.

12.1 use mix of things. We use TV, newspapers, | guilessTV is the biggest part
of our budget, you use the Internet and just ebhargtwe can.

13.Yes, you want to maximize you impact, be sending the same message
through many media, if it is possible then we dat.tiNow, | am planning a
campaign with material that | will be able to useiprint media, radio and TV.
The environment has changed a lot since | starttdting here with Noa, now
you have to use all these different kind of metliaas become more difficult to
reach your target market and it is more expenggewell it is harder now for
the media planning agencies than it used to beg vt stations, much more
newspapers. It was great 20 years ago when yowaglysrtise in RUV, didn’t
have to use media planning agency or anything. jMsudid air your ad 6 to 7
times, and then you could be sure that 80 perdethiegpopulation had seen it 5
times. When | started here, 5-6 years ago, theme \guite a few shows with
ratings up to 50 percent Now you can buy somerpraghat you can take your
DVD’s and cut the adverts in the beginning off. Alnts of people are doing
this. And the teenagers are just downloading shoova the internet instead of
watching them on TV. But | get a lot of phone sdibm the media, like before
last Christmas, but I finished my media plan in t8eper, so | just told them
that. But you get better deals from the media if iy last minute that is for
sure.

14.Yes, like 1 told before, it is getting more complied. The environment is
getting more complicated, but the proportion is shene. | think the result isn’t
the same. If | would spend the same amount of mématyl did 5-6 years ago,
then fewer people would see my adverts now tham the

15.14.( see paper) | look at this year. (Starts fijlthis in) We are using direct sales
to companies. | think it will look like this. (Walk about if Internet should be
included in advertising or a special part likesibn the paper).
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16.1 think sales promotion played a larger part in gaest but advertising play a
larger part now than before. Sales promotion iy edfective way but it is very
difficult to get people to promote. It is more exgive; the cost of it has grown
relatively faster than advertising cost. Sometimés not aloud in the shops to
promote, so the process is getting more complicAtéglused to be able to call a
large group of people, and be able to select tisé drees out to promote in the
stores but now you aren’t able to get anybody ht &low, we are doing
business with Fagkynning (company that hire oumppeto promote) and they
are doing fine job but the service is though veffeckent.

17.1 think it must be the “break out” (utras)We boughtompany in the UK last
year, and the same year we exported more then elofitbm the previous year.
We are exporting to Denmark, Holland, Russia, anieAca. However, this is
not a big part of our turnover.

As well we have been changing our product linesitiaplify the product lines and we
want to continue with this project. We have theutation of being progressive
company. | think the danger for rooted Company bkes, to be boring and one of our
challenges is to make sure that doesn’t happen. warg to be interesting company,
with interesting and good quality products, andase going to continue to make new
products and we are not going to be afraid to cbahg things that we think need
changing.

We bought in the UK, Elisabeth Shaw, which hasnailar turnover as us. They are
selling 1500 ton a year. We are going to combirgglpctions lines (theirs and ours)
and use their networking abroad. Our company, NDiuS possess enormous
knowledge in the candy market, and there aren’t yneompanies in the world
producing multiform flora of candy than we are. Toeeign visitors that we visiting us
are really surprised that we are able to do a#, thut the reason is that the market is
small and the competition is great. | think the pefition here in Iceland is enormous,
and we wouldn’t be where we are today if it werdaitit, it keeps us on our toes.

In marketing terms, then we is challenging is fallap our marketing plan (we do 3
years plan), but sometimes the plan changes, sme®tyou have to speeding up the
process, sometimes you have do delay it. But theeea lot of interesting projects
coming up this year, we have been introducing newkaging, we will also be
introducing new products, new advertising methaatsl new adverts.

We have been changing the package of all our pted(iakes up a package of jelly)
and this one way to simplify and coordinate. Whathave done, we bought company
called Opal, 1995-1996 and had some productsustiler the Opal name. Now, we did
coordinate all these products. We had some snakstpackaging and super market
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packaging and we did coordinate that do, all urmlgrown name. This does a lot for
us; this means that we have coordinate look so &bleto advertise all of the products
together. Secondly we are cutting down on our pcbtlnes and simplifying, we will
now produce this in 150-gram package but we usdthte it in both in 70 gram and
250 gram. We believe that we have a very stroremgarand we want when people go
into a store that that they will know where ourguot are.

18.Yes, | know the term, but | don’t know if | am alitedefine it correctly. | have
at some point read about the term.

19. (Reads the first definition). If | am going to bertest, | don’t know. Probably in
some ways, and probably in some ways not

20.1 don’t think we do this as formally as is saidddrthink this applies to a larger
company, with many departments. | still think we dping this in many ways,
our goals are clear and we have information whegestand in relation to our
goals. However, we don’t do it in organised wa lik described here.

21.1In this competitive market, it is essential.

22.Yes | think it is more and more important to bewgain what you are doing,
make good use of the money you have and to monytmur activities, so you
will know if they are effective or not. | think m@om is more important now
because of competition and will be more importarthie future, the competition
iIs growing and also the competition for the constsnbecause there are other
products that can replace ours.

28. It is very easy. | use the sales figure, that ned if the results is worth the
investments or not. | know this debatable but | r@ading books now after
authors that are saying that now the businessefopisses on hard core figures.
The way it was, the marketing director was clos¢ht managing director on
the chart, just did his plans and never meet thessforce, and sales and
marketing were as separate as possible. | thirkwéry dangerous. This is
actually what | see our competitors do, advertise advertise but never
generate any result. | see the Nielsen figure,ksmw exactly the results from
their campaigns. And, | can tell you that a huddref millions are blown up to
the air. For me, it is very simple. If | have bestvertising for 2 months, and if
| know that | have reveal it enough and | am n&irsg any results then | stop

just stop it. You will not get anything from thasl anyway.

If ad isn’t working, then | think in most casessitthe product that isn’t working. It isn’t
targeted to the right market or it isn’'t living up the expectations. If you are
advertising a product that isn’t living up to theectations, it will always end badly.

There is one thing, when | am adverting, that cam'sfire and that is to have the
product visibly in the stores. People don’t setirttm@ind to go to the store and buy
candy; they don’t put it on their shopping list.eféfore | have to have the product
visibly so you are tempted to buy it even thougis ot on your shopping list. On the
other hand, assorted chocolate you are going to &y you go from store to store to
buy the brand you want. We have put a lot of ergjghan visibility in stores.
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Q. Do you pay the stores for location on the she&Mdo and yes. We pay the stores for
certain sales areas, like in front of the till. &#hwe are introducing a new product, we
try to place it on the best sales location in tleees And it also matters to have a lot of
products but | have to negotiate about the locatiothe stores, | tell them what | am
doing (adverts and another stuff) in order to ffsl product. It helps if | want these
spaces again.

24. Yes, we do some market research, like we checktHer strength of our
products, and brands. How often do you do it? Wé @hen we have to do it.

25. Yes, we use them, and do changes if we need to.dd sse both the feedback
we are getting from the environment, our sales |geape out there talking to
stores managers, and what we are getting from reg&earch.

29. | can't answer this question, it wouldn’'t be feMdarketing communications
plans are done together with the advertising agéntythe responsibility lies
always here. However, we are gathering informa#ibaut our customers, we
are doing some market research and we are workithgexternal agencies in
order to get this information, and we are buyingadal would think we are
doing some part of this all.

| was reading a book after former marketing direcbCoke, he has written two
books. He is erudite, but he takes half of whah&e studied through the years and
throws it away. These books have influenced me.aHe takes examples where the
“studies” have been used and the results. The medbat | get from these books is
that people should use their common sense. Somgstlaren’t very complicated,
and one example is when they forgot that markengll about stimulating sale.
The shareholders aren't interested what is hapgeoimthe way, but they don’t
want to generate a lot of cost and no sale.

I notice a lot what others are doing and lot a$ itvell done, and which shows up in
increased consumptions at my home. However, thexealso many companies
overspending and | think that the waste is the mmoshe companies that are the
largest. | sometimes think that having a large retank) department, leads to a lot of
expenditure and useless actions. | can take oamm@e, before last Christmas. |
was looking at how companies get through with tme@ssage at this time when
everybody is busy. There was one company that spefaitune, had very long
adverts, and lot of coverage and the only thing #uwert said was: Merry
Christmas! | think that you must have a very bigidpet when you can do a thing
like this. I'm aware that this was for a quite krmotwand, and over this ad was some
kind and homey feeling but | am sure sales didictease.

(We start talking if it wouldn't have been cheagder that company to send
everybody a Christmas card, and then he tells na¢ they did that as well). This is
one thing that the former Coke Marketing Manages walking about. He talked
about the ad breaks during Super Ball that cosddamw what, and what he
wanted to know if the companies that advertiseethead calculated how they were
going to get increased sales by advertising tHeraddition, these companies are
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probably companies that know this (meaning IMC)dasout, but are they practice
what they are saying, are they using informatioomf their chain to make
informative decisions?

30. In this competitive market, it is essential.

33. When you are selling to companies it is more mamen. Companies are
looking for other things than consumers, so thehous are different. We are
going to put more emphasis to this part of our ess. We haven't done so
before, the companies have come to us, but nowevgang to reach for them.
| have even taken one person from the sales degattimat is going to work on
this project. Companies are always asking us teaoething for them, and we
have to start to take care of them, if we don’itdthen somebody else will.

General questions:

1. I have worked here for 5 years, 6 years in Septembe

2. Marketing Manager

3. | have BS in Food Science, but | have read a latnafketing books, maybe
even more than most marketing managers

4. We are now 130, but before Easter and Christmasilvbave more people.

5. XXX

6. 1 and half milliard ISK in 2006, hopefully it wile higher in 2007.

7. A couple of families own this company; have alwéagen owned by the same
people. The Managing Director is the only one ef dhwners that actually works
here.

8. No,

9. Yes...

Nielsen figures: | see a lot from these figures dnde them a lot. | get information
about my sales, who is selling my product; | gdorimation about the competition,
about the competition after categories, after tuen@tc. | can analyse a lot from these
figures. | get report that is about New productbere | can see how new products are
doing on the market. New products are productshihae been less then 6 or 12 months
on the market. | can see how my products are getlompared to other new products
etc. When | get this data (now | just got the Ghras data) | know how everything is
doing.

Nielsen figures are so useful here in Iceland beeawu have 95 percent participation,
so you have the food market mapped. The coveragefmram AC Nielsen here in
Iceland is unusually high, can be explained bysike of them market
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Interview 15

I think we need to go back a little bit so youlw#e the foundation for our company.
Optima is an old company, established 1953, and tesbe traditional importing and
wholesale firm. There were excessive restrictiamggporting, and there we only few
companies that got admittance, but when you gatytha were able to obtain
knowledge, and therefore uniqueness over otherseriWou got abroad to buy and
select the products, companies used to buy evagytko it wasn’t targeted at all.
Optima grow up in this environment and had a lota@hmission (umbod) for both
retail market and large users and everything iwbeeh. Then Optima starts to go more
in one direction, and starts selling some of theinmissions to others. Optima went
into the market for printing and photocopying procuand equipments in 1980. This is
the history. | think that at this time, it wasrtiat good that we specialise so early,
because the flexibility in business is just recéké from the 1990s. | remember in
1980s you didn’t get credit card unless you shasvihnks that you travelled abroad
and that you needed it for that purpose. Optima gute the print industry maybe too
early because this industry has had its ups-anchgl@nd then Optima didn’t have
anything else to lean on. We didn’t have other pobsl so we had to take what the
market gave us.

1. We had the company in two places, and had rippedt @pe front end and it
didn’t work, for company of our size. We have 1@heicians and they were just
working in town and they didn’t feel as a part loé tcompany. In a company this
size, this was like departmental company. Whenmeéere, | have been here
now in 1 and half year, and | have been workingaitompany with 400
employees. | sensed more the departmental divigioen | came here than
when | was there. Here, we have 25 people. Whenhave 400 employees,
you deal with the group; here you deal with indiats, which often is more
difficult.

2. Now we are all here, we have weekly meeting witlessand the marketing
group meeting every other week with financial greumg ones a month with the
technicians, more to let them know what is happgmnthe company. | want
them to feel that they are part of this companglsb want them to know that
their contribution is as important as everybodgeénd that they are not hearing
news about the company somewhere else.

3. The organisational culture is kind of old. The mset is kind of old and
changes are problematic. It is much better to dwththe way they have always
been done.
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4. They know what we are doing and we discuss it Beraetimes, maybe when
we are having coffee or something.

5. The main responsibility is with me, but | wouldsay that it is 100 percent my
decision because of course | listen to the pedyedre working on the market.
| am always here so | can't know what is happeminglaily basis, so | meet up
with the staff that are, However, | am the one wiekes the final decisions, the
one who says, fine let's do this and we are gomgkip this one etc. But this
decision isn't made one sided. | meet the sales raarketing people every
week, and we go over what projects are ahead amad hds been done and the
sales people can inform each other. The marke@ngip not done like that, not
from week to week, but we make decisions like indDer we are going to
emphasis on schools. Then we start making the raktethat root we are going
to take and then we unify with the sales peopletwi® are going to say, so
everybody are saying the same thing. | haven't bearking here for long, but
we try to divide our marketing activities down t&&3nonths periods rather than
years. We regularly tackle schools but have néugished the process
completely before. We used to go and if they ditiee¢d new machines we went
away. Now we sit down with them, ask them whatrtheeds are, ask them how
old their software and hardware is, and then wédagk with this information
knowing that we can go back in 2 years’ time. We #&ying to gather
information, and map the market. So when we goragee say: | was here two
years ago...We are gathering information to workraie we aren’t always in
endless raids.

6. Our business is twofold. First there is machindsssand service related to the
machines, all material, and all sort of servica] Hre 12 technicians do most of
the service part. Then we are also selling systénas are connected with this
sector, the office and print sector.

We have defined us. We went through policy formata{stefnumotun) 12 months ago.
Our target market is medium sized and large conggaand the print industry. The
print industry is moving away from the old OFSETngng over to digital and data
printing, where we are very strong. Then we hagpecial market, which is the office
market and service to them.

7. The printing industry is going more into digitaldadata printing. Speed and
guaranteed printing is what is most important. Nik& banks are sending out
information which next week will be outdated.As ly@h the society there is a
lot of capital so you have to sell fast and de€ompanies are not saving when
trying to reach their customers sending direct rnwadll their customers, almost
with a picture of each individual and that is wheve come in, we are not
visible, but we come with solution into this markiethink this development will
continue. But we are small company, | would be mm@laxed if 100 people
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were working here. We are very vunerable if sonmgflithanges because of our
size. If the ISK exchange rate changes a lot tieicould get into trouble. Even

though we are doing well in sales and marketirthefexchange rate changes, it
can destroy everything we been working at in tisétlaree months. The sveiflan

in this company is six months.

Q. What should we do with the Icelandic krona? @&lr imports are in Euros but all
our income is in ISK krona. This is our problemhaV | would say is we need to
change to Euro, or connect the ISK krona, with Eleo, it is indirectly connect now,
but | think we should just connect it. Of coutlere will be consequences of changing
to the Euro. We can close the central bank (Sedkiba) But this is political issue.

| could as well take a loan in Euros, with bettgerest rate than | would get here, but
still all my income would be in ISK krona, so it uld be the same. It is just a question
how risky you want to be in your business.

10. Yes, we do that. We get a lot of material from alordout it isn’t like we can
just translate the material from one country to theo so we have an
advertising agency that localise the material to $ituation. We aren’t very
creative and we don’t do anything from scratchplid either say that they just
copy and paste. We try to pick out what we thinkntsresting. (He shows me
an ad). Our supporting parties abroad have beery ukis because penguin
films have been very successful in the cinemayaatl we use that, and try to
relate it to what we are doing. Our cars are aladked. Our advertising agency
is doing mostly adverts for us, but often we do Brechures ourselves.
Because we have the equipment here ourselves samwdo it. There are two
things, because we are quite a small company, ¢bgyal cost is very high, if
we were going to use the advertising agency far éimd then we had to send
the brochures to our customer and clients. It wgustibe too costly for us. But
we try to do little bit of both.

We are working with two parties abroad, so the mgteve have get is only
from two different companies.

Last Friday we started working, something that urfd out when | started
working here, was that there weren’t any infornvatedout our customers and
you need to connect together how you serve themhandyou reach them and
there isn’'t any Icelandic system that keeps thisrmation. This week we are
upgrade financial accounting and stock accountivgr do Windows, and the
connect Norwegian system, called Evadik (checketiogr with the financial
accounting and stock accounthing. This two systeift work together,
hopefully (laughter) and just to take one examf@lemebody calls in and there
you have the base, you maybe give him some offerpftfer will become a sale,
a sale will become a invoice, an invoice will theecome a service contract.
Then we have each machine this customer buys d peotre, with income
and wage so we can monitor each machine. Buildig it as well are sales
options, so sales people can monitor what is hapgenEverything goes in to
this database, like all emails and everything. idrk in the system that after a
year, company X is going to buy a new machine, titemill pop up on my
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15.

16.

screen a year later, so all the information thgsspeople are now gathering go
into this system. When you go back to this compaoy, go in there with some
knowledge.

Another thing what is common in England, that pegpkt rent a photocopying
machines. Then like when a year is left off yoaetice, you can have it pop up
on your screen, and then you can check if evergttgrok, 6 month before it is
finished, sales people can go and see if everytlingk. In this last year the
company spends more time on servicing this custamdrwill become more
visible as it is closer to the end of the contracdke phone calls to make sure
that the machine is working fine. So when the camypanakes their decision
they just remember what happened in the last yleay,feel that we have always
been coming to serve them. People has just shartrteemory.

| think this system will help us a lot in our matikg strategy, | will be able to
base it on some arguments and reasons not jusetings.

Q. How do you reach new clients? Optima is the mfatkader, so many
companies are just coming to us.

We are going to try to expand our business but enat going to abandon our
roots We are going to expand to machines and sgstbat are complicated

technologically and that demands technologicallg amechanism knowledge.

But one thing is to sell and another one is tosamnd we are the only company
in Iceland that is doing both.

See paper. | join some exhibitions like IT show. Wewhen we think it fits our

products, now one is in March. Last time this sheas, | had only just started
working here, and decided not to go but went amdtha exhibition and was happy
that | didn’t decide to go. When we are advergsiih is mostly in trade journals,
and then little bit newspaper ads. Newspaper ads, were last time in

Vidskiptabladinu in November and December, we tradvertise in periods when
we do it.

| can take out architect agencies and send thezuotdinail and then follow it up.

| use PR, or press releases when | think we ashiclg into our competition, then |
just centralise some press releases from abroagwrtiem into the papers here.

We are just trying to find out what works best t@. | am not afraid to try new
things but if | don’t think they are working | tsomething else.
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22.
23.

24.
25.

26.

(Didn’'t understand what he was talking about (48.00

No.

see answer 10

Yes, that why we are gathering this information wgbour customers. We of
course have history, just the sales history, thahé past. We don’t have any
information, that can tell us about the future, thatt is what we are doing now.

| don’t do it enough. The most expensive part ofatvtve do in marketing
communications is advertising in newspapers. Asnsas we start, our
competitors start advertising as well. | have tledielve that more you know
about your customer and work after that informatias much more to say than
the money you spend on advertising. | think havihgs system, with
everybody involved, increases the knowledge withim company, not just in
sales people’s heads. | will rather spend monepglthat and use media for
image adverting, not to introduce the product. Whase these newspaper ads
that | have been using in November and Decembér prvidducts | haven’t seen
any increase in sales. | didn’t either assumeitivebuld happen because in our
industry it doesn’t. It isn’t like selling chocoigtwhere you expect the sales to
go up 30 percent. | use this more to remind congsaof us.

27. Same as 27

31. Yes | think so. | think | have already talkdabat it; | have made the strategy for
this company. We need to use the system and knat tive customer needs.

I need as well to choose who you talk to, and nske that you will not become to
focus on one sector so you will lose the other one.

General questions

OhrWNE

| worked here for 1 and %2 year

Managing Director

| am mechanic.

25 employees

didn’t ask

500 million ISK or £ 3,809,814, which was increa$&0 percent from previous
year

7. This company is owned by two people.

© ©

no
yes

354



Interview 16

1. Itis to maximise job satisfaction, to make accblg@dusiness earnings, but our
main goal is not to make profit, even though wedne&e so we can stay in
business and develop and grow. But our main gomhber 1, 2, and 3 is that we
have a business where everyone involved feel gaw#limg for and that people
want to do the best they can for the company.

2. They are both formal and informal; twice a year have long staff meetings,
weekly meetings where everybody meet each otham There is the email and
of course we meet each other in the cafeteria.

3. We try to have classless workplace here, if somgbsdbringing in the
merchandise, | can receive if | am not doing amghelse, even though my title
iIs Managing director. We want everybody work togethnd preferably that
everybody runs at the same pace.

4. 1 think it matters a lot, even though | manage th@keting communications
issues, | often don’t have enough knowledge ofptasluct, and that is where
they come in.

5. Intheenditis I.

6. ltis me

7. We often use percentage of revenue, both not allvagause we often compare
with the past, what we feel has been success aativah. If | don't feel that it
was successful then | will increase the budget, hotmally we use the
comparison with previous year and the result thathave gotten. If there is
expansion in the society, or if we feel it is nede increase the budget.

8. | think one is if there is expansion in the societyd also changes in the
competition environment. Of course sometimes oppkers have been the first
to bring something new to the market, but oftemelege some others.

9. see number 8

10.We have used advertising agency that designs allads, we don’t design
anything ourselves. We haven’t used media planbetsve have used a PR
agency that have done some research for us ancelasver were in thinking
about the name of the company this summer (200@)tlzen we used PR. The
name used to be Pfaff, then we changed it to PBdfgarsél when we bought
the another company but now it has been changest®faff.
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11. (had problem with understanding the question, didthe question in a different
way, with emphasis on what media she would normadlg): We use our own
brochures and then we use print advertising.

12. We try to when we are doing the brochures, and tieve the same look in our
window down stairs (the store is on the groundrjod/e have had the same
look on a billboard outside the store. We try tckemaverything work together.

13.Yes, something has changed. Our company has changedluring the last 5
years so we have had to present ourselves in erehff way. Saying that, the
advertising flow in Iceland has increased a lotityithis time and we have had
to think very hard how we are going to be differdraw we are going to reach
our customers. That is difficult. This is why weldiome changes this, year, we
were afraid that we were just doing the same thitkgseverybody else

14.See paper, In the Internet, are our website inethéfould telephone sale be
included in direct Sale?

14a) Our website wouldn’t be in there five yeage and advertising would be 85
percent. That is changing. If we prepare carefillgydirect mail, | see the result. If
it sticks out of all the junk people get sent hoa®st of the junk people get sent
home is in is cheap, thin paper so we try to useerqaality paper.

15. Something that we do is to visit other companidisis kind of hard to put it
somewhere. They maybe call them up and invite tfugra visit.

16. We are not a large company, so we have to bea@ed, so we have to find
and serve our niche. What is most important for imeo have good staff, that
knows the product and are interested in what threydaing, always trying to
find something new that we can do and are up te @aiat is happening on our
market.

We try to continue with cutting down traditional theds like advertising and
try to do something else.

17.Didn’t ask

18.No, | don't know what it stands for, but | have ftbd mentioned.

19.didn’t ask

20.didn’t ask
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21.They are very important. | have to let people knekat they can buy in Pfaff
and if I'm making some changes or | am introductionew product | have to
promote it. |, myself, do a lot of social mattéfslagsstarf) and that also hits
home, directly or indirectly.

22.Yes, they are more important now but they also imecanore complicated
because we have more media. It is more diffictiink for companies that you
are looking at, because | not only the marketingvagar of this company, |
have oversight with many other things. For me to¥o what is happening in
radio, newspapers, and magazines is hard. Therylmay calls you and tells
you that they are the best media according to waNeys. There is a lot of
stimulus and for smaller companies like mine, whgou are doing the
marketing job as a part time thing; it is hardnest some external information
because we can’'t go deeply into all the surveys d@ha done. When | started
working here 15 years ago, there was Ruv, Morgullaand some two
magazines. This has changed a lot, and then thdareiinternet, which wasn’t
used by many 10 years ago. Now we have all sontseafia and | don't think all
of them are successful, that is just obvious thingt home, | buy the
Morgunbladid, and | get the Frettabladid and Blaidfree, and then | get all
the (direct) mail, brochures and stuff. | want &t that stuff because | want to
know what is happen. In the evening, | read thesespapers, and check if my
competitors are advertising, or sending out thisalimail. However, this is a lot
of work, every day and | am not buying any magazirmen not buying anything
except the Morgunbladid but | am getting all thigfls Sorpa (hdependent firm
that doest waste management and solid waste diypdsh a survey, and
newspaper waste is 27 percent of the average holdselaste even though
many people recycle. Still almost 1/3 of waste anbbish from an average
household is newspaper and printing waste. | am @lste interested in what
has been happening in Denmark related to the ‘fi@gspapers”. Consumers
seem to be quite negative about the newspapessfabkit creates lot of waste,
and are worried about the forest. Saying, that whyshould cut down the forest
in order to print newspapers that nobody wants ayywl think this
environmental viewpoint is interesting and someghivhat we haven’t thought
about. | try to collate my rubbish, but some pecilk throw their papers and
newspapers with the household waste.

23. didn't ask

24.didn’t ask

25.Yes, itis a very good option, but for this sizecompany it can be very
expensive, so we are not conducting any ourselgsye try to use those
already done, like Gallup surveys where we can dén@allup. Is. We gather
information about our customers if they buy a dgarpart of our products, like
sewing machines. We get their security numberateeetc. We have tried to
send them information if we are getting new accessavith the machines,
because the sales in accessories are always imge@se need systematically
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approaches in sales if we are going to do thiallovur products, so we haven't
thought about that.

26. not used

27.In sales, that is what we use, first and foremost.

Well, it is kind of hard to measure everything ttge. We are often trying to
advertise the company as a whole, what you cawigj@in this company, so it
actually kind of hard to see how each part or gaolduct line is doing based on
that. When we are using direct mail we try to adeertising as well, but we
just look at the total effect of both, probably Aese we have just started using
direct mail, so it is quite new for us. We looldatect mail as long term thing.

What | feel as well, is that the advertising prittes cost of publishing one ad in
the newspaper, hasn’'t changed, but | feel tha¢tteets has died down. | feel
that the advertising price too high.

28.didn’t ask
29.didn’t ask

30.didn’t ask, see question 21

31. I think it mostly price, and shortage of infornmatiabout the media themselves,
often | need more information to know where | slioadivertise. The
information | am getting from them after Gallupseys, all say that they are
most classy and the best media for me to advertise.

32.(she doesn’t answer the question and starts talidmayt what companies like
hers really need in the future) | feel like whatld be an opportunity and what
company like mine really need is counsel, if | havieudget for 10 million ISK,
how should | use it most effectively? We don't hate time to do these
ourselves. | feel like now | have to put a faithpeople that work with me, and
the people that work at mine advertising agencyweieer, the advertising
agency is mostly designing ads and | think medanmpihg agencies are too
expensive. If | buy advertising through a medianping agency, then | huge
part of my 10 million ISK is going to the media ptang company and the
advertising agency. What | would like to see igotive counsel, where | could
get some information because of course it is alpemsive to be spending your
money on something that is not effective for yowduld think this would be
desirable development, whether or not it will happé don’t know. The
advertising market is changing a lot here, nowtler first time we have a large
companies, that spend a lot of money on marketimgneunications so now the
advertising agencies don’t need companies like mgxmuch as they used to. If
they have a couple of trustworthy and good bignttiethen they don’t need us. |
hear it from people in the business that the swingke business (up and down)
are not as big as they used to. The agencies sequité happy just working for
the big clients.
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| think we have too much media choices, and | khihere will be some
changes, some clean up and | think the demandcaitie from the consumers,
we are drowning. People have started calling thislKl MAIL. | think this
will take a couple of years, but | think it wilappen.

Vidskiptabladid is a business newspaper that ugdektpublished ones a week,
then it was twice a week but now it is going to eoout five times a week.
What is happening in Icelandic business that desethhat? You can access
business news on the internet everyday and as iweMorgunbladid and
Frettabladid, where there is one page every daytdigsiness, and as well ones
a week more extensive coverage. Then there wilnmher newspaper that will
come out ones a week, | don’t know what is goingntibere.

33. The b2b market is more direct. You need to find person that makes the

decision within the company. You have to make shat everything is send to
the right person. You also need personal contatitis market as well and put
all the emphasis on nurturing this relationshipagd visit them, even though it
will not result in sales until one year or two y®dater. You need to be more
patience. In the Icelandic market the personaheotion is everything and that
you have the trust of a company, that the soluttbas you are offering will be

the best and that you have the knowledge needgi@iédhis information.

34.The image that you are trying to present. We afiadrto present the image that

we are the home of the quality.

General questions:

ONOOR~WNE

15 years

Managing director

BA in Business administration and then MBA

the half of the staff (laughs) 17

20057 285 million ISK

2006 ?320 million ISK

This is family business, my family owns it

Everytime you use marketing communications | hawethink what is she
meaning, because | am not used to use that wohis Word isn’'t used here in
Iceland.

You didn't talk about communications with advegtimgencies. Maybe you
should add questions about that because for caegpamy size the
relationship between the companies and the adirggtagency need to be good
because they have to put of lot of trust in thenags (like mentioned
before), because you don’t have the back up fronaiketing department.

| use an advertising agency that is based in Akufein the north of Iceland),
very small one but it doesn’'t matter that it i mo Reykjavik, we just send
email and stuff between us, use the phone etc.

In my work this connection and communication b&mwedvertising agency
and me is very important - and the counsel. Inghst advertising agencies
did show some interest in getting a company likeenfor a client but now

nobody is interested. It is because how the mdr&etchanged.
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Interview 17

Bogi Pér Siguroddsson buys this company one arfd/bal ago and you can say that
the company like it is now, was established thesfoR: people that wanted to business
with this company, came here and had to beg ts@ee service and the business were
unreliable as well. Bogi is very marketing mindedmand he changed Sindri from
institution to service and marketing company. Thdcost blood, sweat and tears. |
am the first one he hires, as service manageriand then we have changed over half
of our staff (in a year). This is a lot for a compdhat rely on specialist knowledge like
ours. We have been hiring in people that left thapany before, because they didn’t
like how it was run, and also | have been hiringéw people and my motto is: hire for
attitude, train for skills. But it is hard, when Wwave ambitious people and aggressive
but then they can’t stand by what they are sayeswpbse they don’'t know the process.

Bogi wasn’t the most popular person when he stdrtedhanges and it was hard for the
staff here. As soon as we came here we decidempousing the offices here on the 1
floor. Everybody was in nice offices, glass offimed it looked really nice. Now they
are empty and everybody are working together ongtieeind floor, were the store is
located. Some people that had worked here for mdyh—30 years, didn't think this
was positive change and couldn’t think that theyldovork in this new environment
and thought it was a big step down for them and ttegeers. | think at this time we hit
rock bottom, we had trouble to staff some of owsifians. But the sale was though all
right. After this, we experience drop in salesdae month, in April, but | think there
were 14 working days in April that year, so thadrdi help. The moral wasn't either
good, because it is related to the result. Aheés,tl moved to the marketing and sales
manager position. We had had two sales manageassimort period but it is a hard
position to be in, and endless work. The salegltrésis been very good from October
to January and the atmosphere has changed comphteldecided to offer all staff to
Copenhagen if we would be able to get a certagssathjective, which we did.

Sindri however has been able to maintain theirss@dSK kronur, of course not index
linked, | don’t really understand why the compangswhough what is was before Bogi
bought it.

Now, we have doubled the stock, which we did besawe need to tighten our
warehouse so we can offer better levels of serviéed we opened one store and
changing another one since Bogi bought. We aradrio have the quick stock turnover
but we are also trying to get rid of stuff that gio sell. Now we are focusing on what
is going to sell, instead of trying to sell eveigth
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When | started here as a service manager, | waotatake sure that our repair shop
was working. We should sell a lot to contractor fantsome reason they weren’t buying
from us. The reason, it took six to eight weekgebdrill press fixed in our repair shop.
This is their capital equipment so they can’t béhwaut if for a long time. Now we are

offer a service, that you can get your equipmexgdiwithin 24 hours, as long as we
don’t have to order any spare parts from abroadl Aow, we have gotten most of them
back. The revenue from the repair shop has selk(Hdfaldast)

1. What should I say; overall goal is to maximize grahd profitability.

2. We are located in 4 different places, this arelmadquarters with store on the

groundfloor, in Vidarhtfda we have 3 sales peopléhe store and 3 that move
around. We have a small store in Hafnarfjordur and in Akureyri . We use
email a lot to communicate and all our computetesys are run together from
here. The entire databases about our customeceat@l, so everybody has the
same information. We use this both to trace comaations is something
comes up and as well we are trying to use themaakating tool, to analyse our
customers so we can plan ahead.
Before sales people were specialist in one categopne product, but now we
still have this specialist but now we have salesppe responsible for some
companies, and communication with them even thoengrybody can serve
them if they pop in or call.

3. See introduction

4. No, not really. | maybe discuss it with the direstbut | get feedback from the
sales people.

5. The final decision is with the owner. | make thamplwhat | want to invest in
marketing and the owner hasn’t said anything aliad far.

6. We look at the customer history and the businegsmpnities and the goal is to
plan the couple of years ahead, but now we atengirking on 12 month basis.

7. We built it on operational sales plan ( adgerda&dtiun), | make three planes,
the pessimism plan, one that we work after andvaimere we like to be in the
future

8. | wouldn't say that but we haven't either been heeldeng time, and we are still
fire fighting here and there in our company. losgive an example of one of
our competitor. It is a company established 5 yags has now turnover over a
one milliard, and has staff over 40 people while h&e been in the same
position. We are offering the same solutions, aadhlusing 3 men while they
are using 40. This is our fault that this compang athers were established. If
we have done our job properly then it wouldn’'t haseen place for these
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companies. If we had done a reasonably good jolgebss ago, then maybe
Byko and Husasmidjan wouldn’t be as big as theyteday. But now it seems
like they are not serving the contractors marketva as they are serving the
consumer market, so there is an opportunity.

9. see question nr 8

10.1 am very tight, so | don’'t want to spend a lotnebney on these things. | use
two advertising agencies; both are willing to wbded. | form it myself what |
will see.

11.We use Tv, radio and in trade journals. We trydach them after so many
ways. If we are using Tv then the goal is to bwldan image so the farmer
thinks about Sindri if he needs air compressiohisncowshed. | am also trying
to use TV to reach to people that aren’'t specialssrs, for them | use more
visits and “happenings” invitations etc. We haVesarts of invitations like
inviting 15 architects to Italy, to hamburger paidy tradesmen. In our business
it has be customary to have piss-up ( fylleris)typdhat starts at 6pm. My
opinion is that in these parties you get the ghgs tvant to get free beer. If we
have a party during lunchtime, we get our targeugrbecause they come and
want to have something to eat. Last year we hachblot (where people come
together and eat old traditional food), then weited 300 people from our
business list. Then we invited people to comelsne a Christmas lunch with
us. This people, contractors, builders are vergylpeople but like everybody
else they have to eat. (Starts worrying aboutidentially) We have tried as
well to sell in this kind of parties, or lunch dstand that is not working, we are
not selling anything. But people maybe come inradt€ouple of weeks to see
what we have to offer.

Q. Can | come in here and buy myself a drill prege8, you can do that. We are
always getting a little bit of that, especially anal our campaigns. We were selling
toolboxes, and we aimed at selling for 18 ISK roillibut managed to sell for 36
ISK million.

13.1f | should give my promotion tools a grade, it Wdnit necessary be in line
with my spending, the key things are ... makes tmkghe paper (question 14.
These are the main things, the most important ones

| sometimes wonder if it would be better for usstart from scratch rather than try
to change this company around. Of course peoplevkin® company but how
willing are you to come back if you have had a leagerience like some of our
customers have?

14. see paper. He laughs. Is the cost of Outd@bes sinder “ direct sales™?
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Ask for the difference of sales promotion and eilabs. Where would you put trip
to Italy with 15 architect, is that sales promofion

18.

| learned about this somewhere. | have probeddyl about somewhere but |

can’'t remember.

19.

20.
21.

22.

didn’t ask because he didn't know the term

didn’'t ask

It is very important because we haven't been syateally doing any
marketing. (we discover that people are closingrdoand they don’t know we
are in here, he goes and ask them not to lock)us in

So it is more important now then it used to be.dBefBogi came they just
decided what figure to spend on marketing in Janeaery year and decided
where to spend them and then they never thoughitabagain. The sales
people didn't try to get customers in, they justitec until they came. Now
some of our formal staff and established a smatigany in competition with
us. They left because we wanted them to move othef big offices to the
ground floor and start visiting our customers. | @oh that worried because they
haven't changed and probably wait until somebodsne® in their store. |
remember when | came to this store to buy a chdayemy tools that | had
bought in America. The sales person humiliated soel thought to myself, |
am never going to come here again. Customer expiis everything, the
experience has to be positive, did you get goodepgood coffee or were the
sales person funny and witty?

24.Yes we use Lotus Notes, all internal communicatiamsl within that
program is communications function. There we kdepammunications no
matter who is communicating. There is always aalessperson from each
sector (like steal, machines etc) visiting compsinieand then it rotates. So
each sale person is going out once a week, visitiagbe 10 companies.
Each sales person has to fill out a form askingctigact person within each
company where they are buying this and that prodndtwhy. Why are you
buying this product there and what do we have teagou are willing to
buy from us. We gather these information and #@dessperson hand in a
report about the company to me, | work a littleditit and the sales person
calls the company again within a week and tell thvelhat we are going to
do. This is what we are trying to do to win backithtrust. But we just
started doing this, so our staff is still gettinged to this. As well, the sales
person that sales the most, is leaving a trailrzbthat takes me 2-3 hours a
day to clean up, everything is promised and thenléft behind
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26. Didn’t mention

Q. What do you do when you are trying to get neents? We ask ourselves what
his needs are, and try to reach him from there. NA%e 5 departments in our
company, the steal department, the building madtelepartment, the machine
department the service department and the stores.

32. No, | wouldn’t say that, except there isn’'t egb time.

34. yes, they are very different and then we évaare different target group within

each sector, like we go to Italy with builders ardhitects but they can’t go in the
same trip, because they need a different appr@dachitects want to see the coolest
and fanciest meanwhile the builders want to seeltleapest options available.

General questions

One and half year

Marketing and sales manager

27

They are around 40

didn’t ask

One and half milliard Isk

It better, | hope 40 percent increase

NoOkwWNE
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Interview 18

(The first thing he asks about is how long thid teike).
Q. Just give me an overview of your company.

We are very unusual IT company because we offal sefrvice in the area of IT, there
is no company in Iceland that does this and prgbadl many in the world. This means
that the scope of the products is enormous. Walsmiator with Microsoft and Oracle,
and that is very unusual as well because theyremies. We both have foreign
software but also we design software here as \itell 'ender offers, ( eftir Gtbodum) or
for large companies, we build tax system, custoyatesn, we host financial and human
resource system for the state. Since we joined BE®92, every large project has to
go through tender offers. This is half of the opiera The other half is very diverse
service like, hosting, backup, running systems iwitlustomers organisations, running
systems were we host here in two large halls. iBhsisiness supermarket in
information technology.

I have 20 products; of them are like 5-10 our dmends. We are spending 50 millions
in marketing communications, and the agencies taRes media 10-20 and the rest
20-30 millions goes into dine and wine, just mamtn (one to one marketing). We are
taking out financial mangers or managing directorg simply asking them if they want
to safe money on IT, do you want to get ride ofrymamputer department, do you want
safe money etc. 90 percent of our target markigtascial managers and managing
directors of Icelandic companies, from small /medsized to large companies, from
10 up to 1000 employees. So the scale is very wilg.it is very easy to reach this
market, | advertise almost solely in the businesgsgpapers, normally we advertise in
the Vidskiptabladid, because it is sent to a nantieinvthe companies. Adverts they
have give us good results. Because we are jusRbmarket, it is expensive and as
well there is no need to advertise in the big, nmasdia. We use direct mail a lot, and
send it to on e.g. technologists, or to new esthbll companies. We are like just
everybody on the b2b market in Iceland, spent noicur marketing on man to man
marketing. We have 12 sales manager (sales peapdevo people in the marketing
department. On the organisational chart, the salesagers are on revenue sector,
revenue sector in this company are 4. Marketinqdapent works like HR department
athwart on this revenue sectors and service thét@.do quite a lot of marketing
research, we make telemarketing company call aut$pand this is mainly interview
surveys. We e.g. call in 100 companies of the 3@§elst ones, talk to the financial
managers there and ask them if we would offer ttiesnservices on the market today,
would you be interested? Can we take down your rurabd name and call you later/
send you something/ come and visit you. This is toanan. We do 12 month forecast
and marketing plan, so in October each year we bales and marketing plan for the
next year. In this plan we specify what productsanegoing to put emphasis on, what
groups we are going to target, what we need toongrFor this year we are going to
into the telecommunications market, with Microswé are doing the financial and
HRM solutions, and the third one is total solutiémissmall, medium and large
companies, where everything is in one place, yofinsre and the management of all
your systems.
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1. See introduction

2. This in Knowledge Company and it means that thelle¥ education is very
high. We have here peer supervision, many grougelsathat have maybe 5,
max 10 subordinates. We have horizontal set-up,yneaders, not one leader
like in many companies. Our communications, | thibks similar in other
Knowledge Companies even though | don’'t know itlyeaare very soft and
comfortable. This is family oriented company, andny people have worked
here for a long time, almost 10 years. It is vemgammon in this business. The
labour turnover is low. We have a high averagd sigé, it is 37 years. | am 35 |
haven't reach the average staff age. Maybe | jugtwghen | reach the average
staff age.

5. | sit down with the kids and ask them what they wardo, or | say should we
do it like this? We do this every weak like that,aspecial meeting with sales
manager and marketing department, where we govavat we are planning to
do, new sales, and new customers, emerging custolVer map our customers
very well, and they are usually our best custoniers easier to sell existing
customer more service than selling it to new cusism If companies are small
they rather want to rent than to buy, becauseathsge investment, which they
have to write off in 7 years. They wan to buy an@ount every month.

Q. Tell me more how you map your customers? Waenkenerything about our
customer. Don’t forget though we only have 12 salasagers we have another 30
sales persons visiting the companies. We use Cgkms here, which is good
system, it maintains all the communications betwagmncompany and our
customers, and now we are connecting it with aquarfcial accounting. But still we
have to log ourselves into 2 to 3 systems to gethole picture of our customers,
and of course we would like just to log ourselves il.

This company was established 1952, used to be ganartt own, and we maintained
all computer systems for central government u®8@/1997. Then the company
was sold. We also have very strange service likgipg service. We take salary
information from financial systems some of the &stgcompanies in Iceland and
print out and send them out. This we do with odlab@rator company called
Umslag. This is a small project but it rolls 20003SK million. Many of these
products we have just gotten ourselves becausenow there is a gap in the market,
then we discovered that we had a lot of them, angesimes we have thought, don’t
we need to focus on something. But normally thesdyrcts die automatically and
they die organics, no business left there.
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We have to return at least 400 million ISK evergrym profit, of 2 and half
milliard turnover. We need have a tight controlemerything so we can do that.
And 80 percent of the turnover comes from 15-2@emerof the customers.

6. see question 5.

9. Yes very much. When | started working here 4 yeags, the marketing
department was supposed to be 4 people. | haveb@est here alone, until a
short while ago when | added one person. And #esan is that | have
outsourced a lot of things that other marketingadgpents are doing. | haven't
thought it is good for us to have a designer withis company or copywriter or
something like that. | was myself a journalist Dyiears in IT. We don’t use PR
company but that is just because of my journalatkiground. If weren't for
that, we would do that. And advertising agencysdeeerything.

10.We call them but usually we send them the directl tpefore with some
information about maybe one product or sometimes 2 Then we call them.
It actually works. 1 think | work must in the geiy the sales people out of the
house, that they don't sit inside and just waitdalis.

14. see paper. We have always done it like this, sincaame in here. But it was
different when | started. Skyrr was sponsorinduBiEgils ( an Icelandic talk
show about politics and news) which had fine ratigas among people with
much interest in politics but this group is on30D people, and normally these
aren’t managers in companies, these are peopleoliicp. We were also
sponsoring sports clubs but | took all the moneg pst kept it while | was
thinking what to do with it. Our target market imdncial managers and
managing directors, and we just needed to figutemnat they do. They work,
go home and play golf and they read the Vidskigtdid. This is very
straightforward. | have also notice it with oth#rat are in the b2b market; you
normally don’t see ads from the on TV, unless itSigar 1. | was often
thinking why that was, and then | found out, itbarter. Yes, | think we are
rather boring and conservative on a small, wellreef market. | would also
like that we would be like Microsoft in Iceland,athwe only had one product,
and 50 millions and we could do some amazing fat ginoduct. Instead | have
to allocated so | maybe end up with 2 million forre products, which would
be like 5 adverts.

18. Yes, isn’t this Gudjon Palsson. In our linébokiness we can’t pay a person 10
millions to make a madly fancy organisational chdrhave been to some of his
presentations, and after half an hour you don’teustdind it anymore and then
you look at your papers and find out that you avimglit already. | have read a
little bit about the term, but | am unable to gavpresentation about it.
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19. ( He ask about if | have the term in Englisdjdn’t have them, doesn’t say
anything about the term)

20. | think we have this thought, that everybody withthre company are our
salesmen, and we get a lot of business throughgtlys that are going out
working for our customers and through the constdtafnd as well through, a
person knows another person etc, especially in 0B00.community. We
measure lots of things here, and we do it on mgrblalsis, and even firmer
every 4 months. This is because we are in a compyatyis registered at the
stock market, so everything is measure in figuresraumbers.

| think both definitions define what we do; | woultl call it strategic business

process but we prepare sales and marketing plaichvig this think ( 10 cm), and

the reason is that it includes everything we do. e try to be prominent in the
society, because our managing director is Pordifaason, which used to be mayor
of Reykjavik, and | have a background in the masgsmunications, newspaper. So
we are quite good in getting free publicity, orelikGudjon Palsson would say,
unpaid marketing communications. But we do this;alse we are interested in
doing so. We don't need to take these projectsRogBrus like Gunnar Steinn or
Gugjon Pals or somebody else we do ourselves.

27. How to do you measure?l use a couple of yardstitke. easiest one is just to
count new clients. As well, we measure contributiwargin, all groups down to
5 are measure. We know how much they cost, likehen united housing,
computers, continues education, etc. We have coiegpan various stages,
everyone in plus, but in various stages. We measwmnber of sales,
profitability pr. group, and profitability pr. cusher. Sales campaigns don’t
give us dramatically returns, sales manager spengeek calling some
companies, maybe 100 companies, and we get maybd@rotwo sales from
this. This is Iceland, there are only 300 000 pedre, and what around 7000
registered companies, and our target market is ;m@@00 companies. If the
sales people really wanted to, they could call tledim It is like in the ad with
John Cleese for Kaupthing bank, why don’t you padt them all (laughs). That
Is actually what we do. What we need to make stire that there is somebody
responsible for each of our customers. We try tkersure that there aren'’t
three sales managers contacting Eimskip in the se@e&. This is quite tricky,
but the CRM system helps and as well our weeklytimge

31. Yes, | would think we do this, but we wouldn’'t dug systematically like this.
We try always to have measurable goals. But trygngheasure our marketing
is kind of hard because even though we but an atleamewspaper, nobody
contacts us. It isn’'t until when you need the sar\or our sales persons contact
you. Trying to measure it down to a product, ikirsd of hard. So, if we use 50
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millions and we feel we are doing fine, we don'dkoat it more closely. We
are very close to the market and | can go to thkisndr vb.is and to the search
engine and look us up and look our competitions(tiye telephones ring, and
he spends some time on the phone), | can measpies,tand how many
articles there are, it isn’t more than 4 and 5 mezhd we used to get from
Capacent a record of everything mentioning us wwspapers and in radio and
Tv. | keep a record of everything like this andnpare it between years. But
hardcore measurements of our marketing communicaaoce very difficult.

Ograndi: it is the total service we need to offewill be a challenge for us to offer that
service because there need to be one number angkosan that need to be in charge.

It is very interesting to say, that we didn’t ad@RM system until we started selling it.

We can still grow on this market because we haveaoy products. But big part of IT
is hidden within the companies, and with the goweent. They have huge computer
departments and there we see an opportunity. @biipanies, we have 0-20 percent of
the market share, but if we took the whole mariet] the computer departments within
the companies, we have even less market shareusVeegcently started focusing on
growing and increasing our market share.

General questions
1. 4 years.

2. | have drivers licence and 6 months in colleg@vork as a journalist for 10 years,
worked be up from the bottom, first at the Alpyda®id and was editor there when |
was 22 —23 years old and then to the Helgarpésihmre | was editor for 2 years. Then
| went to Tolvuheimur, which was a computer magezmublished every month for
almost 10 years time. | did TV shows, radio showsGhannel 2 and Bylgjan until
1999. Then | went to Opin kerfi, was there for aryer year and a half. | went abroad
and worked for British and America investors in 8oHast Asia and in central Europe,
like Czech republic. Then | came home and starteckiwg in Teymi, but basically |
have been working here for 4 years. | have workggelars in Knowledge companies,
all the time in marketing but always close to sal@$ this 19 years of working
experience | have been director for 16 or 17 years.

3. 205 employees
4.2, 7 milliard ISK. In 2006

5. Teymi owns it, they also own Vodaphone

369



Interview 19

1. We immediately have a problem because this is gpaomin unitary process
(sameiningarferli). Sumarferdir, that were estdi#d from a dissertation in
Reykjavik University, bought Ferdaskrifstofu islaniceland’s travel agency)
or large part of that company, some part were $minh that company, and is
now separate company, called Iceland Travel. BwalUtsyn and Plasferdir
were bought and merged to Sumarferdir and the coyngieat owns all this is
called Ferdaskrifstofa islands (Iceland’s travedragy). The goal now is to carry
on through these changes, at least defend andrabéfeincrease both the
market share and specially profitability becausehaee quite a large market
share. The sub objective is to make sure that corapavith in Ferdaskrifstofa
islands separate and strong but also arrange #iedss.

Q. Are the all the companies independent businegsBecause this is a PhD
project I'm going to say no, but | could say yes. tNis is more like separate brands
rather than companies. They are independent inthgpthat they are special profit
centres and the book keeping looks separatelycht @mpany. But the key
decisions are made central, like marketing decjgpooduct development, HR
decisions etc.

2. (Long silence). This is unpleasant question bezthiere we have very different
culture in all these companies. There are tradstiblat have been since this
company was owned by Loftleidir ( Loftleidir mergiedo Flugleidir in 1972)
and until 2 years ago it belonged to the Iceland@@iporation. That culture is
like, many women on the floor, and then there ag@ that govern them women.
They take care of the organisational chart, ang gtdf a lot, and the structure
is very much top-down like in hospitals and likatthTraditionally we have this
strong hierarchy management. Here in the cornenagiethe managing director
and he didn’t know anybody’s name and then he gisars for a long period of
time during the day and then he just give ordeevirybody. It takes time for
people to acknowledge that they have more elbowrmonmitiative. We have
changed the managerial model now, but at the motherd is a lot of confusion
and insecurity, mainly because their old enemy had taken the company over.
Sumarferdir used to be the old Samvinnuferdir whistéd to be our main
competitor. Many of the people here have almostihasl a profession to speak
badly about that company and old traditions dielhdrcame here a couple
months after they took over the company, and | exgrected it to be worse
than it really is. The people are fine but theyaways searching for authority.
Lot of these women are specials, know somethingriblaody else knows, like
that it is very difficult to buy petrol in Cuba something like that. The” know
who” is high but initiative was kept down. Everyaheught that they would be
fired, but instead there weren’t any major changdsch made people more
comfortable. However, this business is changing tasl some people have
worked here for a long time. Now the, travel sedsave changed, and the
product have changed as well. The internet hasggththis business, now the
decision where to do, and the research is doneghrthe internet but before
people went to a travel agency and spend a cotfipleurs searching and
deciding where to go.
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When you decrease the influence of the sales pegmlecan control them better.

Sometimes sales people direct the customer toitbetion they want them to go. If you

just see information about one place, you tendutpit) independent from price, quality

and everything else. Therefore, the sales peoplkdatdirect people in the way they

wanted themselves. We went “sightseeing” to Teaesifiich was a place that we were
unable to sell here with Urval Utsyn but was thestqmopular place with Sumarferdir.

The reason is that still with Urval Utsyn, salesge here in house sell 50 percent of all
sales, and they had never been there, and didnk thwas interesting place so their

clients only went to Canary Islands. This is whapsised me so much, they can control
this much more than | thought. We went there with sales people and the place
started selling the next day.

This is what changes with the internet, and theoplgewill make their own choose.
When the last sales person quits here then thidwitentralised. However, we are not
going to fire anybody and people will still be albttecome here and book their trip as
long as there is demand for it, maybe it will bmére years and then we will only have
people answering the telephone. The people that s kind of service are older
people, 50+, and foreigners, immigrants, The redspoimmigrants it that they might
not have access to computer. The youngest age gaups as well and just “hangs”
here. They want information and then they just wanbhang and fight over every 100
ISK (less than 1pound). They come here to discutis semebody what they can get
for the money they got.

5. Normally it is mean and then it the managing dwectWe also have a group of
people that meets once a week. Included in thatpysales manager, production
manager, service manager and Bogga in the nexeofiiut she is an operations
genius, which is quite hard to define. If she waltidbe here, then we would
have airplanes but no passengers, passengers laufpianes. It would be like
that if 1 would be responsible for that. There islassical division, in my job
most of my time is allocated to handwork but notnasch as | wanted is
allocated to research. This is a kind of old s€hBecause | used to work in an
advertising agency, | now do things that | teasgdchents for doing. It is really
hard to find time to focus on the big picture; yae more working on day to
day business.

6. Yes we were doing this the other day, me and thenagiag director
(Thorsteinn) agree with the method we use. We usauat per head, and then
you get the figure. It took five minutes last tinyeu suggested an amount and |
said ok. | would have like to see a little bit heglamount. | asked him: Is it with
VAT and he said yes, then | said... Hmmm it is toe.l®Vell, he said: this is all
you get. | said ok, then it has to be like it. eTrhain thing is not to overspend in
January and February when our brochures are pramddent out.

10. We use advertising agency, but we don’t have araonhtvith a PR agency. |
worked with Gunnar Steinn in the good old dayshwimh office in Brautarholti,
with a massage parlour between our offices. | thingk mostly because of our
size, we aren't that big and the marketing budgt that high, so we can have
an office doing this. If we need to write a preskase then | write it, and |
contact the newspapers etc. If | don't do it, tHdrorsteinn does it. It isn’t
necessary good but it is better than bad PR semwiceh is horrible. | think it

371



is even worse than bad advertising agency, ns, nbt correct. | haven't seen
horrible advertising agency yet. We should hat*Raagency, so instead of me
put of doing some work on it for 2-3 days, | cojudt contact my agency and
they could do it. However, nobody has the insidevidedge to do so and this
stage.

Our advertising agency designs all our materialusy everything except the internet
stuff, we do it ourselves. The reason is becauesdka auglysingastofan (Icelandic
advertising agency) has never been good in welgaesind | think we are moving this
part to another one, which is more capable to.do it

11.

12.

13.

We have used newspapers a lot. It is because wpfpractical reasons, we are
always lacking animations. The development is thofrgm page 3 and the
large brochures in the Morgunbladid to TV and in&r | think this is
presumable future. | think it is unavoidable chandeecause we will not see
these seasonal changes like we were used to seas&Ueo sell most the day
when the brochure came out. Urval Utsyn brochutgigsand fancy this year.
However it is not distributed to every house likeised to be, and we aren’t
printing it in the same quantities like before. Qufardir and Plusferdir will
only use their small brochures use cheaper pagemdhonly be 8-12 pages
but it will be distributed with the Frettabladid.

It used to be like this, that when the brochuwase out, we opened for sale so
people were buying to secure a place in the suweder, when you are selling
like this your demand is a little bit more than yoan sell. The model is like
that then not as many people can go abroad like wearNow, on the other
hand, there is redundancy and it will be like ihahe future.

Yes, as we can do. The more we can integrate amuecothings together, the
better.

I think it is changing now. See question number 11.

14.We have a new booking system, and that costs &tetnet advertising costs is

15.

16.

very low but you could interpretive that the boaksystem cost could be within
this part. This is how it looks like. (See paper).

| think the focus will be clearer, advertising owbe whole year and PR will

take 100 percent. The PR part of this is going dontbre important, because

people are making their decision near to departurkis business has always
been PR oriented. We are not doing very well now, we will increase the
importance and emphasis on that.

In other than schedule flights where people are@dd London, Copenhagen
and just need to get about, in the charter fliglatrkat, we have 65 per cent
market share, and we can’t get any bigger, werjast have to enlarge the cake,

we can’t get a bigger share of it. The travel seas always lengthening. But in
the future we are going to be in bigger competitioth the airlines. That isn’t

necessary bad, the cake will be bigger, | don'tvkno
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17.Yes yes... | know it...undoubtedly (smiles). (I ask himhy he smiles). Just
because of all this definitions. Isn’t this a &ttbit old term, isn’t it a little bit
2000.

18.1 can see clearly that the first one is older th@nother. | think yes. We have
restricted budget and wispy product if we can sayWe of course need to
integrate all our operations so we are all doirgghme thing. For me it is like a
common sense.

A tell you a little story. Within our company wevea 2 small companies established
around hiking and biking travel etc. These tripsravaot thought that the women
couldn’t sell or arrange so they got some men (pauwth higher salary than the
women) to govern this project. What has happendukise little companies do just their
own things, even though they are just here in thesh and today there are two ads in
the Morgunbladid from them, without my knowledgelan no harmony with anything
what we are doing in the company. If you are mearnMC like this, then | want
everything to be integrated.

28. We use two things, sales and we see it very quittleiadverts are working, the
reaction is very quick. If | put an advert aboutjdfea in the Morgunbladid |
can see the reaction the next day. Then we useoopnd measurement, we
have this telephone survey done for us once a montevery 6 weeks,
something like that. We get report of people’s edpnind. The questions they
asked, what is the first thing that comes to mirftem..? These questions |
know are very superficial.

Q.Do you use this data when you are planning femiéxt season or the next year? Yes,
of course this data comes in handy. However, | i & typical French man when
asked about surveys, | think they are just abowtwie have agreed upon to be the
truth and nothing else. If | say that this comphaye been sag in people’s minds, and if
everybody here inside this company say, no it isnie then | have surveys from a
couple of years ago and can tell them to look &t shirveys, and as well at the sales
figures. | have as well market share figures sinden’t know when. | show them all
this figures and tell them to believe me now.

Q. If 1 book a trip from you through the internetill you get any information about
me? We get very little information, your name amirylD number. We get as well
your home address and age, basic demographic iafanm

25.We use this information a little bit and we aremgpto use it more. You can
tick a box when you book your trip if you want tetgnformation from us.
As well we do basic analysis of destinations, tge af people booking. As
well, we are going to develop a loyalty scheme dar customers but we
haven't done it yet.

26.Yes, we will.
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29. We are in stage 1, thinking maybe about step 2. awdrying to integrate our
marketing communications; | am doing to retire wienwill be able to reach
stage 4, because it will be so boring! We are gtngugh this system, on local
basis. We are moving our adverts to one ad agevitgre we have one contact
person. | hope that next year we will build ouriden on behavioural data,
rather than saying: we did ok last year. Howevaer, mackage are quite big, |
can have one jet a week or none or even 2. How2\ets per week means 100
percent more than 1, and 250 seats.

30. Useful: yes | would say so..

| think it is more important now than before. Thésemore clutter in the market and
more media and more companies; as well the marieet i@ getting bigger. As well

there is less personal sale or communications. dlhisicrease the need for marketing
communications.

Development in the future? I think travel agenaes in one of the sectors that have
developed the most tje new way of communicatiohs, internet and that type of
communications suit us very well. This will be aotvayers world on one hand people
that brood around the world. Google changed thgnass, hopefully nobody notice is
though but this take the mystery out of the procafier 5 minutes, | can’'t no longer lie
to you that you will have a towel next too the swimg pool, you can just check it out
yourself. And then | loose power over the produad how | communicate to you will
be very important, because you can just go allraddhe world, anywhere you want to
go, but | have to control it.

There are two things that we can do. We know homatwoing people faster and cheaper
to certain places abroad and if you don’'t wantrgua why you did get the smallest
room in the hotel “kustaskapur” and then we neechegotiate with this “fucking
criminals” so our customers don’t pay as much.olf ywn a lot of money or you to go
on “backpack trip” then | can’t do much for you.i'ls certain way of travelling where
you have convenience and security. The produst iss nature quite solid, but how
you communicate there is easy to screw up.

(He starts telling me how they negotiate with tloéels they do business with. And tells
me that you wouldn’t matter to them if they had tcaat with 100 hotels or 10. What
controlled it in the past was if they had pictuoésll the hotels and if they would all fit

on the page in the brochure.)

General questions

Unnid 7 months ( worked for Sumarferdir for a ldimge)

Menntun. | have degree in philosophy. I didn’t $imimy PhD.. only 2 chapter
Employers, | don’t know, they always say 70, sast ji0.

Velta 2006, teepir 5 milljardar, yes, had increaseesthe year before.

Company, 4 establishers of Sumarferdir, and “olcttig”
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Interview 20

1. Itis to grow fast in the near future, we recentipved to larger house, which
increases our processing power. We are going ewomarkets now every yeatr.
We got The President of Iceland’s for Export Aclkeeent and our goal is to
international brand within 10-15 years. And tlsawihat we are going to do. We
are now going into Holland, Belgium, Germany, Ir&gudi Arabia, South
Korea; these are the places we are starting to nmb@eWe have been working
on this for a long time.

We try to find distributors, we are not open officeurselves, we can’t do that.
And this has worked very well for us, to make peoghlat now their markets
market our product because they are all very differ

2. We moved into new house two years ago and it dgtgakting to small for us
now, already making plans how to build a extensite. aren’t all here though,
because we have liver rendering in Porlakshofn wedalso have fish head
drying. Then we were buying a company, which makeet food from fish or
fish leftovers, like bones and that kind of thinGse of our goals is to make use
of everything that comes from the fish.

Most of all are coming from the little and sweetngany that was here 5 years
ago. When Katrin buys the company 5 years agottfenompany turnover was
370 millions ISK but now we are reaching 2 millid®K. We are still that
small that we almost can talk between us. But asamegrowing we need to
think more about internal marketing. We have stafiund 100, now so we
need to start thinking about this.

3. see question 2

4. Yes, the ones that are here in the house know ishgiing on and have their
own opinions but in the end | am responsible

5. We divide this into internal market, which is stléry important to us, even
though it is just 10-15 percent of our turnover.ndAthat is me, that is
responsible for this market. Then we have thres thork with marketing
comprehensive. In the internal market we are didueg, and quite close to the
market itself but abroad we work with others, wetlgmugh partners that are
then responsible for the marketing. We have atgmesluct and good price but
we don't take part in the marketing of the produ@¥®e though have done so, in
markets were we have served for a long time, likekaRd and Polland. There
have been so many changes in Poland that we havie lmelp our partner there,
like pay for adverts there etc and we have alse gmounsel to these partners
how to market our product.

6. I'm responsible for the sales and marketing budgetvell and 1 use as well
adverting agency and an media planning agency ks we
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7. Yes and no, maybe as well on experience. The gddeshas been similar for
quite a long time. This is quite an old company #mete haven't been many
deprivations on the market. We have though be tablecrease the sales around
80 percent in the last three years. We try to lmageplan against the last year
and we did that as well when we started workingtfics company, 6 or 7 years
ago. Then there weren’t any money for anything &whdt we did was that we
negotiated contract with all the main chain andestand made sure we were
visible on the store floor. This is what is workifay us and has given us the
most sales, to be visible in the stores, but weagdradvertise along with it.
Now we use the percent of revenue.

11.We use advertising agency, we use sometimes, tet &R agency, we did it
when we moved to introduce us to the new placeitawds very effective. But
then we have been so lucky that we are gettingy pesitive word of mouth
and news about Omega 3, which is our biggest sateduct. There have been
so many news about how good Omega3 is, and loaitenwabout it. We
haven't even had to send them to the media. TassHelped a lot. As well
people in Iceland are getting more health conscidhe sales skyrocket with
every positive news about Omega3.

Advertising — yes we are using Tv advertising, picidadvertising mostly. Last year
we made the fist advert for Lysi as a whole. Weehased newspaper, and as well,
and direct mail, send to every home in Iceland.

We haven't used radio at all. | also use promationpresentation in the stores

Integrating:  This all have to be connected togetind if we are advertising, |
often use promotions in stores as well.

Have you always used this: Yes | have to say thatstudies show that TV is the
best medium for us, because we have so wide amh®xe target market. We
haven’t used direct mail towards any special groups have just sent to every
household but it would be interesting to do soe ldending some information to
doctors or others in the health industry.

15. To keep up the good work. To be able to grow &mnaei are able to keep the
comprehensive overview because we want to keepspecialities. We are
flexible and there is a lot we can do comparedth@ocompanies in our line of
business. We want to reach further, if | can say s

16. Data: | always get sales figures from AC Niels&al(up) every month. It is
very good information you get there, you see whai gre doing right and
wrong. We are not doing anything else. We are awethe Diary surveys
(Gallup) although we don't ask for it ( or pay fity There we also get some
information.

17. Measurement: he laughs.We don’t use any surveye tland never check our
adverts. But we can see what is happening. Therdook at each week, so we
see easily how we have been doing. And like | baidre, if there come some
Tv program then the sales go up, so there are rtrangs that come into this
picture.
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18. Importance: Is marketing communications more imgrarinow than before?l
am not sure about that. But it much more hasstevkiman before to reach the
viewer or the target market, lots of new newspgpErsstations , radio stations
etc. We also get hassled a lot from the media.t iBlaost of the changes.

19. Is marketing communications useful? Yes of cour3déere weren’t thinking
about marketing the people that ran this compargredt and us obviously
because of our marketing that we are selling more.

20. Barriers? | think what can be barrier are the sysy like the Diary ones, when
they are published all the shows that were gorteey tome to late. But Gallup
is trying to change this now with electronic sursey

21. Development? | think that we are going to see taofochanges when the
electronic surveys starts, because know media plgragencies are working
with very old data, maybe 6monts or even one yd&dr @We have too many
choices of media for 300.000.

IMC. | have heard about it, but | can’t remembé&atvt is.

B2B and B2C. Yes, | think so. You much have a dé#ife approach in b2b. Because we
are in consumer marketing we have much wider agd®n

General questions

1. Worked for 7 years
2. No education, just expericene
2006, what? Couldn’t remember
2007 yfir tvo milljaroa

It is privately owned company. (Einkaeiga)
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Appendix 4 - Cover Letter with the survey

Dear Managing Director, Marketing Manager (in thmail, their full name was used)

My name is Gudridur Armannsdéttir and I'm condugtinresearch on marketing and
marketing communications within Icelandic SMEs. fidsearch and this questionnaire
is a part of my doctoral degree. The questionnhae four parts, the first part includes
guestions about marketing, the second part abouketiag communications, the third
part about organisational culture and the final parcludes some general questions.

Marketing communications can be defined as commatiaits with target audiences or
markets via media with the intention of stimulatmrgmaking sales. The majority of
research about marketing communications has bedertaken in large companies and
in agencies that service their needs, very fewistudave focused on businesses within
one nation. It's my hope that this research willegindication about how SMES in
Iceland conduct their marketing communications &l &s given some guidance how
they can improve their communications with thestomers.

The findings from this survey will only be used &mademic purposes. Therefore
company’s names and respondent’s identities witha® confidential. It will take
around 25 minutes to answer the survey.

| would be really grateful if you would be ablegiwe your time to answer this survey. |
will give you a copy of the main findings as a rewvadlf it is anything you don’t
understand please don’t hesitate to email me.t@mannsdottir@2005.hull.ac.uk.

Here is the link to the survey:
http://www.surveymonkey.com/s.aspx?sm=io804ViZSFwuldnHUpLNvw 3d 3d

Regards,
Gudridur Armannsdoéttir

Email: g.armannsdottir@2005.hull.ac.uk

Tel: +44 (0)787 110 9342
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Appendix 5 -The Questionnaire

1. The role of marketing within the company

Thanks again for participate in this study.Hopefully the results from this study will be beneficial for your company.
If you have any problems, please email me :g.armannsdottir@2005.hull.ac.uk

1. Please indicate the extent to which you agree with each of the following

statments regarding the role of the marketing within the company:
Strongly Disagree Disagree Neutral Agree Strongly Agree

A.We have guaranteed O

business in a relatively O O O O
stable markst

B.We are trying to survive
against the competition
C. We operate in a
market where it is
relatively easy for new
competitors to emerge
D.Our customers have a
limited choice of suppliers
and rely on our abllity to
supply their needs
E.Marketing is cf little use
to this company because
we have guaranteed
business

F.We are doing fine
without marketing and it
is not expected to be of
much use in the future
G.The achievement of
marketing goals involves
everybody in the
organisation

H.Marketing is important O O O O O
for expansion and growth
of the company

=
=
>

O 0 O OO0
C O O o O
o0 O 90

0 O O O 0O
O O O O 060
gFr O QO O O o U

2. Please indicate the extent to which you agree with each of the following

statements regarding the planning for marketing activities in your company.
Strongly Disagree Disagree Neutral Agree Strongly Agres

A. In our company the O o O O O

marketing planning
process is 'ad hoc’ and
not vary systematic

B. Our marketing plan
tailors most marketing
initiatives and activities to
specific target groups

O
C.Financial/budgetary O
O

=z
<
>

O
®)

O
O

constraints affect our
company marksting
planning activities

D.Our planning process s
able to accommadate
unexpected opportunities
and threats

o O O

O O
O O
O O

O
O
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2. Marketing Communications Activities

3. Please indicate how much in percentages you will allocate to each promotional tool
this year (2008.

An example could be:

Newspaper advertising 10%

TV advertising 30

Direct Marketing 20%

Sponsorship 20%

Personal Selling 20%

Please remember that the total is 100%
Newspaper Advertising
Magazine Advertising

Radle Advertising

TV Advertising

Cinama

Internet Advertising

Angther material on the Web
Outdoor advertising
Leaflets/promotional literature
Fublic relations

Events and festivals

Direct Marketing

Trade shows and Exhibitions
Spaensarship

Sales Promotian

(0000000000000

Personal Selling
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4, Please indicate if your company was investing less/more or the same on those
promotion tools five years ago - in 2003.

,._
m
o
o

Similar

=
o
=
~
=2
=
x

Newspaper Advertising
Magazine Advertising
Radio Advertising

TV Advertising
Clnema

Internet Advertising

Another material on the
Web

Cutdoor advertising
Internst

Leaflets/promotional
literature

Public relations
Events and festivals

Direct Marketing

Trade shows and
Exhibitions

Sponsership
Sales Fromotion

Personal Selling

QO O0O0 OO OOOO0O00)
OO0 OOOO OOC OOOOOOO0O
OO0 OOO0C OO0 OOOOOOO
QOO0 OO0 OO0 O0O0O0000

If you didn't work in your current company five years ago, please tick x in this box

R
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5. Please forecast if your company is likely to invest more, less or same on those
promotional tools five years from now - in 2013:

Less Similar

2
&
by

Newspaper Advertising

OO

Magazine Advertising
Radio Advertising

TV Advertising
Cinema

Internet Advertising

Another material on the
Web

Outdoor advertising
Internet

Leaflets/promotional
literature

Public relations
Events and festivals

Direct Marketing

Trade shows and
Exhibitions

Sponsorship
Sales Promotion

Persanal Selling

OO0 OOOO OOO OOOOO
OO0 OO0 OO0 OOOOOOO
000 0000 OO0 OOOOO0O0}
OO0 OOOO OO0 OOOOOOO

6. Please rate the importance of the following communication tools in your marketing
communications campaigns:

Limited

Unimportant uite Important Impertant Essential
P Importance Q i E

z
=
»

Newspaper Advertising
Magazine Advertising
Radio Advertising

TV Advertising
Cinema

Internet Advertising

Another material on the
Web

Outdooer advertising
Internet

Leaflets/prometional
literature

Public relations
Events and festivals

Direct Marketing

Trade shows and
Exhibitions

Sponsorship

Sales Promotion

OO0 OOO0 OO0 OOOOOOO
OO0 OO00 OO0 OOOOOOO
O0C0O OOO0 OO0 OOOOOOO
OO0 OOOO OO0 OOOOOOO
OO0 OO0O OO0 OOOOOOO
O00O OO0O OO0 OOOOOOO

Parsonal Selling
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7. Please indicate the extent to which you agree with each of the following
statements regarding information gathering:

Strongly Disagree Disagree Neutral Agree Strongly Agree N/A
A.Gathering information O O O O O O
about our customers is
impertant for our
marketing communication
activities.
B.Customer Relatianship O O O o O O
Management (CRM)
systems are significant for
our company to use
information about our
custamers.
C.Buying "external’ O O O O O O
surveys about how our
custemears perceive our
services or procucts is
essential for our business.
D.Financial constraints O O O O O O
mean that no surveys are
bought about how our
customers perceive our
praduct or service.
E.We know our customers O O o O O
and we do not have to
gather information about
them.
F.Because of time O O
constraints we are unable
to gather as much
information about our
customers as we would
like
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8. Please indicate the extent to which you agree with each of the following
statements regarding your measurement of your marketing communications
activities:

Strongly Disagree Disagree Neutral
A Evaluating performance O O O
is an essential part of our
marketing planning
process.
B.Financial constraints
mean that little or no
evaluation of marketing
communications oceurs.
C.We regularly monitor
and evzluate certain
performance indicators,
D.We need to be maore
rigerous in evaluating our
markating
communications activities,
E.Collecting evaluative
data |s essential for this
company.
F.Time constraints mean
that little or no evaluation
of marketing
communications occurs.
G.We are so close to our
market that we get
feedback from our
marketing
cammunications activities
easily.
H.Our company can easily O O O O O
get feedback from the
marketing
communications activities

b
0
e
@
@

Strongly Agree

O

O o o O o O
o o8 9. QO
o O O o g O
O O oo o o O O
0 O 0 OO o

from the sales force,

1.We have been in this O O O O O
business for a long time

and we have a quite a

good feeling what is

working and what is not.

0 O o g o O Os

384




9. Please indicate the extent to which you agree with each of the following

statements regarding your marketing communications activities:
Strongly Disagree Disagree Neutral Agree Stronaly Agree

A.Qur company’s O O O O O
advertising, PR, direct

marketing and salas

promaotions all present the

same clear consistent

message to our targst

audience(s).

B.Our company O O O O O
incorperates data sources

into communication

planning.

C.Our company monlitors O O O O O
marketing

coemmunications

perfermance from a

Return en Investment

perspective (ROI).

D.The idea of presenting O O O O O
“one veice” and * one

brand persenality” in all

our marketing

cemmunications activities

wiil increase in importance

in the future.

E.We need to outsource O O O O O
some marketing

communications activities,

like advertising design

and media planning to

specialists.

F.We do not have as O O O O O
much time as we would

like for marketing and

markeating

communications activities.

G.We do not have enough O O O O O
speciallsts within this fiem

- hence we need to

outsource

H.Staff in our campany O O O O O
tend to be generalists

across all areas of

marketing

communications , e.g

advertising , promotion,

public relation, direct

marketing.

1.We do not have enough O O O O O
financial resources to

undertake the marketing

communications activitias

we would like.

1.We monitor what is O O O O O
happening in other

countries and markets,

anc use this information

to adjust eur marketing

communication activities,

K.A slgnificant propertion O O O O o
of aur marketing activities

concern intarnational

N/A

O
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markets and
opportunities.

L.We consider marketing
communication to be
statically important for our
company.
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3. organizational Culture

10. Please rate each of the statements by dividing 100 points between A,B,C and D
depending upon how similar the description is to your organization (100 is very
similar and 0 is not at all similar to this firm) The total points for each row (A,B,C,D)
must equal 100. Rate for how you feel the firm is (NOW) and how you think it should
be (PREFERRED). You may only use FOUR NUMBERS THAT TOTAL 100 IN EACH

ROW.

Row 1: Now Row 2: Preferred
A.The organization is a very personal place. It is like an extended family. People seem to l j ‘ ;l
share a lot of themsealves,
B.The organization is very dynamic and entrepreneurial place. People are willing to stick l :_' I j
their necks out and take risks.
C.The organization Is very results orientated. A major concern Is getting en with the job. l :J | j
People are very competitive and achievement orientated.
D.The organization Is a very controlled and structured place. Formal procedures generally I :_] [ ;I

govern what people do.

11. Please rate each of the statements by dividing 100 points between A,B,C and D
depending upon how similar the description is to your organization (100 is very
similar and 0 is not at all similar to this firm) The total points for each row (A,B,C,D)
must equal 100. Rate for how you feel the firm is (NOW) and how you think it should
be (PREFERRED). You may only use FOUR NUMBERS THAT TOTAL 100 IN EACH
ROW.

Row 1: Now Row 2 : Preferred
A.The leadership of the organization are generally considered to exemplify mentoring, I L! i ﬂ
facilitating or nurturing.
B.The leadership of the organization are generally considered to exemplify I j l ;I
entrepreneurship, innovation or risk taking.
C.The leadership of the organization are generally considered to exemplify a no-nonsense, I _:j I l‘
aggressive, results-orientated focus,
D.The leadership of the organization are generally cansidered to exemplify coordinating, I :J ! :I

organizing, or smooth running efflciency.

12. Please rate each of the statements by dividing 100 points between A,B,C and D
depending upon how similar the description is to your organization (100 is very
similar and 0 is not at all similar to this firm) The total points for each row (A,B,C,D)
must equal 100. Rate for how you feel the firm is (NOW) and how you think it should
be (PREFERRED). You may only use FOUR NUMBERS THAT TOTAL 100 IN EACH
ROW.

Row 1 :Now Row 2: Preferred

A.The management style In the organization is characterized by teamwork, consensus and I :J I .:I
participation.

B.The management style in the organization i characterized by individual risk- l
taking,innavation, freedom and uniquenass.

competitiveness, high demands and achievement.

=]
C.The managemant style in the erganization is characterizad by hard-driving I ;I I j
=]

D.The management style in the organization is characterized by security of emplayment, I
conformity .predictability and stability in relationships.
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13. Please rate each of the statements by dividing 100 points between A,B,C and D
depending upon how similar the description is to your organization (100 is very
similar and 0 is not at all similar to this firm) The total points for each row (A,B,C,D)
must equal 100. Rate for how you feel the firm is (NOW) and how you think it should
be (PREFERRED). You may only use FOUR NUMBERS THAT TOTAL 100 IN EACH
ROW.

Row 1: Now Row 2 : Preferred
A.The glue that holds the organization together is loyalty and mutual trust. Commitment to ' j [ :J
the organization runs high.
B.The glue that helds the organization together is commitment to innovation and | :] I ﬂ
develcpment. There is an emphasis on being ¢n the cutting edge
C.The glue that holds the organization together is the emphasis on achievement and goal ‘ L’ I :J
accomplishment. Aggressiveness and winning are common themes,
D.The glue that holds the organization together is formal rules and policies. Maintaining & I vl l iv

smoath-running erganization is important.

14. Please rate each of the statements by dividing 100 points between A,B,C and D
depending upon how similar the description is to your organization (100 is very
similar and 0 is not at all similar to this firm) The total points for each row (A,B,C,D)
must equal 100. Rate for how you feel the firm is (NOW) and how you think it should
be (PREFERRED). You may only use FOUR NUMBERS THAT TOTAL 100 IN EACH
ROW.

Row 1: Now Row 2: Preferred
A.The organization emphasizes human development. High trust, cpenness and participation I ;I l :j
persist.
B.The organization emphasizes acquiring new resources and creating new challenges. Trying I :! l j
new things and prospecting for oppartunities are valued.
C.The organization emphasizes competitive actions and achievement. Hitting high targets | LI | LI
and winning in the marketplace are dominant.
D.The organization emphasizes permanence and stability. Efficiency, control and smooth I ;I I -v_]

operations are impartant,

15. Please rate each of the statements by dividing 100 points between A,B,C and D
depending upon how similar the description is to your organization (100 is very
similar and 0 is not at all similar to this firm) The total points for each row (A,B,C,D)
must equal 100. Rate for how you feel the firm is (NOW) and how you think it should
be (PREFERRED). You may only use FOUR NUMBERS THAT TOTAL 100 IN EACH
ROW.

Row 1:Now Row 2:Preferred

A.The organization defines success on basis of the development of human resources, ]
teamwork, employee commitment and concern for people.

L
L

B.The organization defines success on the basis of having the most unique or the newest [
products, It is a product leader and innovator.

L
]
Ll

C.The organization defines success on the basis of winning in the marketplace and |
outpacing the competition. Competitive market |leadership is the key

Lel
Le]

D.The organization defines success on the basis of efficiency. Dependable delivery, smooth I
scheduling and lew cast praduction are critical.

Le
Le
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4. General Questions

16. Please specify the industry sector of this business:
() manutacturing

O Hotel/B&B

QO msurence

O Wholesale

O retaiter

O Telecommun|eations Service
O Taurist Industry 2dn Conferences

O Banks/Invest Companies

O IT Companles
O Fishing Industry
O Agriculture

o Safety Services

O Car Dealers/Tire Services

O Cry Cleaners/Laundretta

O Bakery

O Janitorial Services/Pest Control
O Resturants/Food Services

O Engineering/Technical consltaion

O Schools
O Airlzines

O Radio/TYV stations/Newspapers

O Printery
O Accountancy
O Lottery

Other (please specify)

| |

17. What is your position in the company?
| 1

18. How many employees work in this company?
| |
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19. What kind of educational background do you have?
(O coliege education

(O vechnical skills ecucation

O ss/8a degree

O Master degree

O FhD

O None

Other {please specify)

20. Who is responsible for marketing within this company?

| ]
21. Does your company have a marketing department?

[:I Yes I:I No

22. Does your company have a formal business plan, which details its future planned
activities?

D Yes I:I No
23. Does your company have a formal marketing plan?

D Yes D No

24. What was the actual turnover of the company last year (2007)?

O 50 1SL millions or less (£342.000)
O 51 -100 ISL millien
O 101-200 I5SL million
O 201-300 I5L million
O 301-400 ISL million
O 401-500 ISL million
(O so1-s00 1L million
O 601-700 ISL million
O 701-800 ISL million
(O s01-500 15L mitlion

O 900-1 milliard ISL

(O 2-5 mittiard 151
O 5-10 milliard ISL

O 11 miliiard ISL or more (11 milliard =£75,000,000)
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25. What is the expected turnover for 2008?
O 50 ISL millions or less (£342.861)
O 51 -100 ISL milllon

(O 101-200 15L miliion

O 201-300 1SL million

O 301-400 ISL million

O 401-500 ISL million

O 501-600 ISL millien

O 601-700 ISL million

O 701-800 1SL million

O 801-900 ISL miltion

O 900-1 milliard ISL

O 2-5 milliard 1SL
O 5-10 milliard ISL

O 11 millard ISL or more (11 milllard =£75.430.295)

26. What is the marketing communications budget for 20087

D I don't have one

D 5 milllon or less (£34.286 or less)

D €-10 ISL millions

[ 11-20 15t millions

D 21- 30 15L millians

D 31-50 ISL millions
D 51 =701SL millions
D 71-10Q0 ISL millions

D 101 ISL millions or more (£685,729 or more)

27. What approach does the company base the marketing communication budget
on?

O Per cent of revenue

O What s affordable

() obective and task method
O The same as we used last year

Other {please specify)

== =
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28. Do you use any marketing communications agencies?
D Advertising Agency

D PR Agency

D Direct Marketing Agency

I:l Media Planning Agency

D Nao, I don't use any

Qther (please specify)

=i —

29. Do you export some of your products/services abroad?

O Yes (answer next question 30)

O No {answer next guestion 31)

30. To which countries are you exporting your products/services? Please name:
l |

31. Are you planning to start exporting your products/services abroad?

O Yes (answer next question 32)

O Ne {(anwser next question 33)

32. To which country or countries are you planning to export your
products/services?
1 |

33. Is your business targeted towards businesses or consumers?
O susinesses

O consumers

O sotn

34. Thank you for participate in the in this study. Is there anything you want add to
your answers?

a

-

35. If you are interested to receive a results from this study, leave your name and
address here.
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