Think

UNDERSTAND YOUR CUSTOMERS WITH MARKETING PSYCHOLOGY

| Know It’s Hell Out There, So What Do You Suggest?

This recession is different. While the direct cause may be the bursting
of an enormous and unsustainable debt bubble, the effect is the
global failure of the financial system itself. For small businesses it
means an unprecedented level of anxiety about the future. But what
can be done?

The answer to this is both psychological and commercial. Firstly, we
need to avoid ‘herding’, our instinct to follow the crowd regardless of
the consequences. There is no doubt that this instinct was behind
much of the behaviour of analysts, traders and others in the financial
sector that got us in this mess in the first place. Their collective
blindness to the risks they were taking was reinforced by a feedback
loop that allowed them to maintain their optimism — and their bonuses
— in the face of impending disaster. Now that this optimism has
become a deep and unprecedented pessimism, we must avoid
becoming paralysed by fear and anxiety about the future, otherwise
we will inhibit the very resources that can get us to a place of safety.
A certain degree of anxiety is of course both inevitable and helpful.
As any evolutionary psychologist will point out it was anxiety about
the world that protected our ancestors against predators and enabled
them to pass on their genes to future generations.

The problem we have in the 21st century is that we have not evolved
to deal with the kinds of crisis we now face and our brains struggle to
process the amount of information we have to deal with. For instance,
we have created more information in the last 30 years than in the
previous 5000 and when you consider that our conscious minds can
process only a very limited amount of information at any given time, is
it any surprise that we become anxious and struggle to cope with the
slightest problem, let alone the collapse of the global financial system.

So how do we focus ourselves sufficiently to be able to separate
advice we need to listen to from that we need to ignore? As a rule of
thumb, if you're listening to an expert, by all means listen but do not
take his advice any more seriously than you would a layperson. The
psychologist James Shanteneau found that experts disagreed about
50% of the time, which means that you are just as likely to get
valuable advice from a cab driver. This is especially true when you
are forecasting a future based on the activities of individuals and
systems whose behaviour is often less than rational. Some basic
sales and marketing tips | would offer are:

Think carefully before cutting your marketing spend. Research has
shown that companies who did this in previous recessions recovered
at about a third of the rate of companies that didn't.

If you are not in a commodity market, hesitate before cutting your
prices and if you do cut them, frame it as a positive move not an act
of desperation. This will ensure a current price cut does not damage
future brand equity.

In sales, do not let your anxiety for new business force you to
negotiate too early. Research undertaken by Neil Rackham has
shown that people who negotiate late and little, sell more and
maintain their margins.

Be confident and if you don’t feel confident, act as if you are — no-one
will know the difference.

Integrate your marketing channels with sales, logistics and operations
and unless there is a compelling reason to do so (and | can’t think of
one) do not use more than one communications agency. By using an
agency that can deliver all marketing channels in-house you lessen
your agency management time by about two thirds and your
messaging will be more consistent.

In general, use those communication channels, particularly digital,
PR and direct marketing, which are most measurable. Even in good
times, large scale advertising is wasteful for most SME’s —in a
downturn it is suicidal

Above all, stay in control of your basic business processes, do not let
fear and anxiety drive you into either inertia or excess and, if all else
fails, find a good cabbie and tell him your problems.

How To Ride the Waves of

the Recession

Following the success of a seminar
at the London Boat Show on

‘How to Thrive and Survive During
A Recession’, Cognition has been
asked to speak at the British Marine
Federation’s AGM later this month.

MORE>

R is For Recruitment....... not
Recession

Cognition is proof it is not all doom
and gloom in the business world.
We have just taken on another
new member of staff.

MORE>

VISIT OUR WEBSITE

Our brand new website includes useful
guides on a range of marketing topics,
video testimonials from our clients,
examples of our recent work and further
information on the services we offer.
Take a moment to look around to find
out what we could do for you.
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PROFILE

Dr. Peter Hughes is the Managing
Partner of Cognition, the first and
perhaps only communications agency
to integrate psychology with marketing.
Commercially focused and jargon-free,
Cognition specializes in entrepreneurial
businesses, where it has an outstanding
track record of delivering tangible
returns on communications investment.

Dr Hughes has a unique combination
of practical, commercial experience
and academic expertise in psychology
and communications. He contributes
to a wide variety of media including
The Sunday Times, Marketing Week,
Brand Strategy, Growing Business,
BBC Radio 4, BBC CWR, Smarta.com,
SME Web, Incentive and Motivation,
GS Magazine and Advice4Growth.

He is also much in demand as a
public speaker.

For more information on Cognition,
visit Cognition's website or
call 01926 330800.



