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ABSTRACT

It is acknowledged that many owners of small businesses do not see the relevance of strategic marketing to their business. How, then can a strategic approach to marketing be encouraged when the marketing activities of owners are not driven by marketing theory, but by experience and intuition? This paper attempts to address this by suggesting a way in which a small business can adopt a practical approach to strategic marketing outside the constraints of a theoretical framework.

A case study method has been adopted using a small business, facing difficult market conditions, where marketing falls into the hands of the Financial Director. It is proposed to use this business to assess the effectiveness of implementing a benchmarking approach to aid strategic decision-making. A benchmark organisation will be selected from a more progressive industry, whose achievement matches the goals of the small business.

This paper will form part of an ongoing study, which will attempt to establish criteria for matching purposes in order to select a benchmark organisation. The strategic route of the benchmark organisation will be analysed to determine how it can be applied to the small business, in the light of the resources, culture, industry, and market position of the small business. If the match is appropriate, then that strategy can be applied to the small business. If not, an alternative benchmark organisation will need to be found and the process resumed.

There will be a number of problems to address, namely selection of the organisation, appropriateness of criteria for selection, and whether the environmental conditions are still the same. The difficulty in implementing strategic benchmarking must also be recognised.

This approach reduces the perceived risk for the owner who can see evidence of the selected strategy put into practice by the benchmark organisation. It also provokes strategic thought, whilst at the same time allowing the small business to adopt a more practical approach, as opposed to working within unfamiliar theoretical frameworks. 
INTRODUCTION

It is recognised that the small business rarely practices what is traditionally recognised by academics as marketing and also demonstrates certain characteristics that are not conducive to long term strategic planning (Boussara and Deakins 1999). This paper forms part of a larger research project that has been undertaken to address the issues common to many small businesses influencing their approach to marketing. It recognises the limitations of the small business in strategic marketing planning, and seeks to identify an alternative method of strategic planning and a way in which the small business can identify strategic options and make strategic choices. It is particularly important that these issues are addressed with an understanding of what is appropriate to the small business. It aims to reduce the level of risk that many small businesses perceive to be associated with marketing and marketing decisions.

The first paper laid the foundations for future research by discussing the characteristics of small businesses and the consequent attitudes towards marketing and strategic marketing specifically. As a result a benchmarking approach was proposed that would enable the owner/manager to become engaged in long-term marketing planning without the constraints of a theoretical framework. 

This paper aims to assess how such an approach might work within a small business, with an introduction to the literature highlighting the various issues around benchmarking in the context of the small business. An organisation has been selected for the purpose of the research project, and this paper continues to use the same organisation to illustrate the issues raised.

CONCEPTUAL FRAMEWORK

There are a number of characteristics common to small businesses that directly influence their attitude and approach to marketing. These characteristics do not always encourage a marketing orientation and approaches to strategic planning are at best limited. Key to this are the attitudes of the owner/manager towards marketing and as Boussaura and Deakins (1999) point out high technology entrepreneurs particularly are not generally oriented towards sales and marketing. As a consequence the marketing activities of owner/managers are driven not by textbook theory but by intuition, and small firms do not always adopt a formal approach. This is confirmed by the attitude of owner managers towards marketing models. As McDonald (1990) states that there is little evidence to show that the more well known techniques such as Ansoff’s Matrix, the Boston Matrix and Directional Policy Matrix are used in practice. Reid and Hinckley (1989) have also claimed that respondents in their study were ignorant of the techniques and that the majority were not familiar with any of them by name.

Strategic planning and pro-active marketing strategies are claimed to be crucial to the success of a small business (Siu and Kirby 1996). Consequently it is essential that the decision makers are able to identify with an approach that will draw together their own wealth of experience, whilst at the same time developing the strengths that are inherent in a small business. 

A marketing approach must be developed that acknowledges those characteristics (and possibly limitations) and yet presents a viable method of encouraging strategic marketing planning within the small business.

An approach has been proposed, whereby a company that has exhibited success in its own market would be chosen as a benchmark against which the small business’s strategic direction could be mapped. This method would reduce the apparent risk for owner managers, having a working example to identify with. In a way, it could be that formal marketing approaches are used almost ‘by proxy’ as they are ‘handed over’ from one organisation to another (Wright 2002). Most owner managers of small businesses can assess their current situation, and can identify where they would like to be. The real problem they face is how to get to their desired position. Benchmarking can help to identify how to bridge this strategic gap, and as Finch and Luebbe (1995) state, identify the level of improvement needed to meet the goals. However, although benchmarking has been identified as a possible approach for the small business to strategic marketing planning, this method is not without its drawbacks, especially within the context of the small business.

BENCHMARKING

Benchmarking has gained in popularity over the past 10 years (Elmuti and Kathawala 1997) and appears to be a particularly appropriate method for small businesses where a more practical approach is required. As Monkhouse (1995 p.41) pointed out “…awareness of the subject has perhaps permeated deeper and faster the practitioners audience than have many comparable management fashions.” It appears that practitioners are more taken up with benchmarking than are theoreticians because of the ability to see practical evidence of potential problem areas and their likely solutions as already identified by other organisations. Indeed a number of the benefits of benchmarking outlined by Elmuti and Kathawala (1997) lend themselves to the small business as they enable an organisation to:

· Identify new found strategies and steal a march on the competition.

· Identify ‘best-practice’ organisations and use them as a measurement whereby the company can assess their own performance.

· Improve its performance by identifying innovative approaches to the achievement of objectives yet with the reassurance that the proposed route has been followed (successfully) by another organisation.

· To learn from other organisations – their processes, styles, designs etc.

These benefits can provide reassurance for a small business where finances are limited and as a consequence the perception of risk seems greater. This process reduces the perceived risk as that particular strategic path has already been taken, and proved to be successful for another organisation. Although these benefits exist, there are also problems associated with benchmarking. Muschter (1997) states that a key problem is the focus on data, rather than the way in which the results have been achieved to make up the data. Other problems cited by Elmuti and Kathawala (1997) include:

· Lack of clarity regarding where the data originated. How does the manager know whether s/he is comparing like for like?

· A tendency to lose focus on customers and employees – there appears to be a shift away from the role of the individual when processes and functions are being benchmarked. This can also result in a lack of involvement from employees which could in turn lead to resistance from employees.

· The possibility that those involved see benchmarking as a one off project rather than an ongoing process.

Although previous research (Micklewright, 1993, Elmuti and Kathawala, 1997) has found that lack of time and expense could be potential problem areas, Monkhouse (1995) found that provided the managers believed the benchmarking project to be feasible, these were not seen to be problem areas. However Elmuti and Kathawala (1997) also cite the difficulty in finding a suitable partner as being a key problem area. Critics including Oblenski, (1994) state that organisations need to adopt a more radical approach than merely ‘playing catch up’ with industry leaders. This criticism may be appropriate for larger organisations but for the smaller business that is not necessarily aspiring to market leadership, to be able to adopt an approach that has been tried and tested by larger, successful organisations can be reassuring.

BENCHMARKING AND THE SMALL BUSINESS

There could be other distinct advantages for the small business as identified by Monkhouse (1995). She states that potentially, SME’s have the most to gain from benchmarking, as they have  a huge range of examples of successful companies that they could benchmark against and who may be more prepared to share information with a smaller business. A further advantage that she identifies is that the very nature of a small business encourages greater communication as junior management are closer to senior management than in larger businesses. So too are senior management closer to other employees and customers. However, on the other hand this erosion of barriers means that the division between the strategic and the operational is blurred, hence the greater the difficulty in taking a strategic view. The benefit of reduced formality cannot compensate for the need to have the capability of measuring these intangible criteria. However, despite these benefits, in practice Monkhouse (1995) found that in her own research only 59% of small businesses undertake benchmarking and 25% is non-financial or process benchmarking, the balance being financial benchmarking.  The assumption therefore is that strategic benchmarking accounts for an even smaller proportion (if at all).

STRATEGIC BENCHMARKING

Carpinetti and de Melo, (2002) identify three areas that can be what they call the ‘object of study’, namely process benchmarking, product benchmarking and strategic benchmarking. Strategic benchmarking is used to compare organisational structures, management practices and business strategies and will be the approach used in this research.  Since it is the purpose of this study to assess how a small business can use benchmarking to develop a more strategic marketing approach, problems relating to this area will be covered more fully. Carpinetti and de Melo, (2002) state that in adopting management practices such as benchmarking, a more operational view of improvement is often taken rather than how the practices fit strategically within the organisation. They also point out that this is particularly true for small to medium sized companies “where strategic thinking and positioning is part of the tacit knowledge of the organisation.(p245)” Longbottom (2000) too points out that the selection of a benchmarking project rarely emanates from a strategic planning process. This is therefore likely to be more so in the context of the small business. Consequently, results may be limited, resources can be wasted and there is often a limited customer focus. Longbottom (2000) therefore suggests that the best projects are those that are “established from the strategic planning process and that focus on best practices through understanding process differences, have particular team characteristics evident, and there exists an established organisation pre-culture which supports such initiatives (p113).” 

There are also differing classifications of benchmarking which generally tend to be based on the type of partner, as described by Camp (1989) as follows:

· Internal benchmarking - this relates to comparisons made between departments or units within an organisation.

· Competitive benchmarking – this is the comparison of performance with a direct competitor.

· Functional benchmarking – this relates to comparison with best practice of a particular business function evident in two or more organisations in the same industry.

· Generic benchmarking – which attempts to identify best practice irrespective of industry.

The small business therefore needs to assess which type of partner would be the most suitable, but again must take into consideration the fit with the strategic objectives of the organisation.

In applying strategic benchmarking, however, there are a number of further issues that become evident for the small business, and Monkhouse (1995) recognises these as being of particular importance for the small business. She states that it is the ‘softer’ less tangible influences on performance, such as flexibility and innovation with which progress needs to be made. These aspects are very important when attempting to develop a more strategic approach, as it is these intangibles that can have a tremendous impact on the success of a strategy. Additionally, it may be that these intangible resources (flexibility, skills, creativity, innovation) form the basis of a small business’s competitive advantage, and so must be developed. However, the issue is how to measure such intangibles? Ahmed (1998) too recognises these issues when discussing the difficulties in measuring innovation’ stating that it is the translation of what needs to be done into specific actions that are appropriate and relevant to the organisation. However, Longbottom (2000), states that criteria such as leadership, policy, strategy, people management and performance management can all be assessed and evaluated, and that performance outputs may be used to construct numerical performance metrics adding an extra dimension to metrics.

CUSTOMER FOCUS

However, a strand that comes through some of the literature is the focus on the customer as a start point. (Carpinetti and de Melo, 2002) suggest that improvement actions should be derived from customer expectations. In fact in their second application case, they identified critical dimensions by contacting clients in order to get an understanding of requirements of products and services. Longbottom (2000) too points out that vital opportunities are being missed by neglecting customer processes in benchmarking projects. Interestingly his study finds that marketing managers appear more sceptical of benchmarking than other groups and comments that ‘benchmarking methods will need to penetrate much further into the marketing domain than appears to be evident at the present time’ (p 114). Therefore the lack of customer focus in the past could be because the approach has not as Longbottom states ‘penetrated the marketing domain.’ As a rule, therefore benchmarking generally appears to be absent from the marketing arena, and also seems to lack a customer focus. This research project will attempt to address this issue and use benchmarking to adopt a more strategic approach to marketing in the small business.

METHODOLOGY

An exploratory approach to the research has been adopted using a case study method, focusing on a small business located in the North West of England. The research is being undertaken in three stages. The first stage has already been completed, and discussed the characteristics of the small business, the culture of the organisation, the attitude to and role of marketing and the key issues facing the organisation. The first stage proposed benchmarking as a method by which a small business can begin to identify how to apply strategic planning outside the constraints of a theoretical framework. It attempts to provide the means by which the planning process can be adapted so that the owner/manager of a small business can review their current situation and begin to map out a route with the aim of achieving goals, using a method that is appropriate to their experience, and situation.

This paper forms the second stage of research and reviews benchmarking in more depth in relation to the organisation in question. Based on the literature relating to benchmarking and the small business, and the desire to incorporate a more strategic approach to marketing within the small business, the following questions need to be asked:

· What object of study should be benchmarked?

· What type of benchmarking should be applied?

· What should be the stages of benchmarking?

· How is the partner organization to be identified?

· What criteria are to be used to select the partner organisation?

· How do these questions apply to the small business in question?

As the second stage of the research, this paper attempts to take the issue of benchmarking in a small business and the feasibility of benchmarking strategy within that business and the likely problem areas.

The third stage of the research will involve putting the benchmarking process into action. The purpose, having proposed benchmarking as a solution, is to test it to see how theory can guide action and the resulting issues. The third stage of the research will involve:

· Identification of partner organisation’s strategy

· Feasibility of adopting the same strategy

· Implementation issues.

In this context, a case study approach was deemed to be the most suitable because of the depth of understanding required of a single organisation, and because of the need to illustrate the proposed approach. As Mitchell (1983) stated, the choice of case study is an acknowledgement by the analyst/researcher that the case illustrates or has the potential to illustrate a particular theoretical principle. Eisenhardt too (1989) contended that the case study ‘is a research study which focuses on understanding the dynamics present within single settings.’ Yin (1994) suggests that ‘the focus is on a contemporary phenomenon within some real-life context’.

First of all, however, it is important to look at the background, and the key issues facing the small business in question.

THE CASE STUDY

Cobalt IS Auto ID Ltd

Cobalt IS ID Ltd is a small company in the IT sector. Formed in 1997 with a management team of 5, the company reached a peak with 14 employees but due to declining sales and profit now have only 9 employees. The business is classed as a sales and marketing company for barcode printing and scanning technology using key supplier partnerships to provide market leading hardware as a value added reseller. This is a fast-growing market with high levels of implementation in the retail sector, which has now extended across the wholesale, manufacturing and distribution sector. Cobalt is a first line distributor – their suppliers are not generally directly active with their customers. Goods are shipped directly from the suppliers to Cobalt’s customers. The company sees itself as having two unique selling points – the technical expertise and support for its products and a specialist range of application equipment for which it has UK exclusivity.

Cobalt recognises that it is in a turbulent market, with declining performance over the past two years. Action needs to be taken, but their lack of marketing expertise is not leading them down a traditional marketing planning route. They now have no single person responsible for marketing, having made the marketing manager redundant and any marketing is undertaken by the Finance Director.

Current situation

Over the past 12 months, Cobalt has experienced some success with sales of labellers (print and apply) into the food and drink industry. Cobalt sees this as a huge benefit as it signifies a move away from the commodity consumables sold purely on price, to a high profile, high margin product that requires technical expertise. In the labeller market there are many competitors but with poor quality products and since Cobalt see their competitive advantage as being technical expertise this development can be seen as an opportunity. They believe that they can add value for their customers in this area and so  feel that this market holds a great deal of potential for them. It does, however require greater investment and is more of an ‘unknown’ to them. 

Although they are much more familiar with the printers and labels market they do not believe that this sector of their business will take them into the future. This is a commodity market spread too thinly across many competitors. They do not believe it is possible to add value in this sector because of the emphasis on price, and they question whether this market is right for them when their own ‘product offering’ is expertise and application of knowledge. However up to now, this has been their ‘bread and butter’ and although low margin still provides a regular cash flow. 

One strategic option they are considering is product development, with spray-on ink jet coding – an opportunity that would take advantage of Cobalt’s expertise. A further option is to move into new markets with their existing expertise.

Their broad business aim however, is to become a major player in the labeller market but feel that the risk involved in channelling all resources into this area is too great.

LINKS WITH THEORY
Why benchmark?

Cobalt realise that this is both a marketing issue and a strategic issue. However, they have no marketing expertise within the organisation and cannot afford to make the wrong decision. They want to minimise the risk involved. Consequently, to identify a successful benchmark organisation which has followed a similar strategic path in the past will help them to minimise the risk. As Elmuti and Kathawala (1997 p230) pointed out “seeing or hearing about another company’s processes and how they are working will help employees to believe there may be a better way to compete.”

Object of study for benchmarking

Using the classification of objects of study as explained by Carpinetti and de Melo, (2002), strategic benchmarking will be applied which is “used to compare organisational structures, management practices and business strategies” (p246). Cobalt wants to compare the business strategies (or actions taken as a result of the strategies) of organisations that have faced similar issues and as a result have been successful. 

In their research, Carpinetti and de Melo, (2002), place a great deal of emphasis on selecting the object of study, and ensuring it fits with the overall strategic aims. Since Cobalt is selecting their project based entirely around strategic focus, the project should be of great value. However, their work, along with that of Longbottom (2000) stresses a customer focused approach in identifying the critical dimensions. Although Cobalt felt that this could be appropriate for the labeller market, where customer education and technical knowledge is required (and indeed margins are greater), they did not feel that this was the correct route for the printer and labels market, where price is the key determinant. They believe that there are so many other suppliers, and that they are such a small player, that customer service is expected as a given and cannot be a differentiator. They therefore felt that establishing customer perceptions in this area would not add any value to the benchmarking project. This is an interesting dimension and possibly reflects the lack of marketing input within the organisation supporting the view of  Longbottom (2000) that benchmarking needs to penetrate much further into the marketing domain.

Benchmarking type

Cobalt wants to be ahead of the competition and feels it is inappropriate to benchmark against a competitor. Therefore using Camp’s (1989) classifications, they will look outside the industry and so will adopt ‘generic benchmarking’. They believe that other markets have been through the stages that the printers and labellers market is experiencing at this moment in time, and feel that there could be lessons to learn from organisations that have successfully confronted similar issues. The emphasis will be on finding an organisation in any market whose circumstances prior to adopting their chosen strategy most closely match those of Cobalt.

Identification of benchmarking partner

The experience of Cobalt supported Longbottom (2002) who found that organisations experience problems in identifying suitable partners. It was felt that the time taken in establishing and measuring the critical dimensions was prohibitive, so a broader approach has been taken to identify the partner that has included industry type, market position, rate of growth, profitability, financial stability and the ability to survive in a hostile market. It was also felt that to limit to one organisation may be restrictive, and so three organisations have been selected for consideration. A choice of three could provide evidence of a range of strategic options, but could also provide a fall-back should one of the organisations prove to be unsuitable.

To this end these organisations have been selected from The Sunday Times Profit Track 100 (2003). One is a distributor of consumer goods who has transferred its expertise into a new market sector, the second is an electronic equipment manufacturer who has used its existing technical knowledge to enter a new, albeit related market sector, and the third organisation is a food label maker who has seen an opportunity in a growing market niche and used their expertise accordingly. All three organisations have been established from between nine and thirty years and have experienced huge growth in sales and profit as a result of their strategy.

The next stages

Having selected what Cobalt believes to be the appropriate organisations for benchmarking purposes, the next stages of the process as identified by Bateman (1989) are:

1. Compare Cobalt’s performance with that of the benchmark organisations

2. Specify strategies and actions identified in benchmark organisations that will be appropriate for Cobalt to adopt.

3. Implement and monitor

4. Recalibrate

It is these stages that will make up the final part of the research as the project is put into practice.

IMPLICATIONS

Cobalt has no theoretical marketing expertise within the organisation, but they understand the value of strategic marketing planning. The question for Cobalt and for other small businesses is whether a benchmarking approach is appropriate. Other options would be:

· Maintain the status quo

· Employ a Marketing Director

· Recruit a non-executive director

· Follow their own ‘gut-feel’ instincts.

However, Cobalt lacks confidence in these routes. They perceive them as being high risk, potentially expensive, too long term or too short sighted. They are looking to make a difference within their own industry.

The benefits of the proposed route are:

· Reduces risk – the fact that a successful organisation has followed that direction is reassuring to the management team in a practical way that is relevant to the organisation.

· Provides a broader view of the organisation’s own market position. This approach gives a view of how their market position could be developed in the future and encourages the management team to think outside the confines of their own small business

· Provokes an analysis that is in line with their own experience

· Works outside the constraints of marketing theory. The marketing knowledge is passed on ‘by proxy.’

· Provokes strategic thought, but aided by the use of a benchmark company. Wilson and Gilligan (2001) state that “benchmarking….has the potential, when properly communicated throughout the enterprise to help change the corporate culture.”

This method could help the organisation to move away from what would be a traditional acceptable, risk-free route, but it is important that for this approach to work, the management is open to new ideas and that their support and interest is sustained.

CONCLUSIONS

Benchmarking has increased in popularity and is becoming a recognised way of gaining competitive advantage. However, benchmarking is rarely developed from the strategic planning process or with strategic objectives in mind. Likewise there have been many issues concerning the small business that has limited the adoption of benchmarking as a process within a small business. Conversely, there can be a number of benefits to a small business in adopting benchmarking and the results of the next stage of the research will be of interest in assessing the issues arising when attempting to take benchmarking into the marketing domain. Cobalt is clear on their current business situation and is clear as to what their business aims are. The problem they experience is finding a strategic route that will take them to where they want to be, but will at the same time minimise the perceived risk. This approach can be used in other small businesses as it encourages managers to assess their own situation, analyse the determinants of marketing success of another organisation, and so think strategically as they assess whether such an approach can be applied to their own business. If small businesses are more familiar with a practical approach as opposed to working within theoretical frameworks, then this approach provides the reassurance of seeing a strategic option put into practice, with visible results.
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