“In the first chapter, we examined the changing environment for business over the

st half century. In this chapter, we explore how these changes have affected cor-

‘porate cormunication and why it has become imperative for modern companies
to communicate strategically. ' o o

" Strategic communication can be defined as “communication aligned with the
company’s overall strategy, [intended] to enhance its strategic positioning.”! An
 effective strategy should encourage a company to send messages that are “clear
and understandable, true and, communicated with passion, strategically repetitive
and repeated, [and] consistent (across constituencies).”

We begin this chapter with a summary of the basic theory behind all
communication, whether individual or organizational innature, We willalsobriefly
discuss influential models in modern communication theory. Although many

.~ communication experts have adapted these theories to help leaders communicate

_in writing and speaking  few have looked at how these same basic theories apply in
the corporate communication context-—that s, the way organizations communicate
‘with various groups of people. '
" Communication, more than any other subject in business, has implications for
. everyone within an organization—f{rom the newest administrative assistant to the
. CEO. Thanks in part to important strategy work by academics such as Michael
" Porter, Gary Hamel, and C. XK. Prahalad, most managers have learned to think
“strategically about their business overall, but few think strategically about what
they spend most of their time doing—communicating,
~_This chapter discusses what it means to develop a cohesive communication
plan within an organization, emphasizing the critical link between corporate com-
~ munication and the firm’s overall corporate strategy.

Mmunication Theory )

* " Most modern theories associated with communication can be traced back thou-
~sands of years to a single common ancestor, the Greek philosopher Aristotle.

o’ Paut A. Argenti, Robert A. Howell, and Karen A. Beck, “The Strategic Communication Imperative,” MIT Sloane
Management Review, Spring 2005. ' o
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Anstotle, Who studxed under Plato and taught_ in Athens__ from 367-34’7 BCE

to modern persuaswe co “his book T
defined the three basic components o every speech, which have been a apte fi
meet the needs of the modern corporation as follows:

This strategy depends on thinking carefully about the same three parts th
Aristotle used to describe the components of ‘speech: (1) a “speaker,” or in our case
a corporation, with somet}ung to say; (2) a “subject,” or message that needs to b
conveyed; and (3) a “person” or group to whom the message will be delivered.

Aristotle’s observations on message communication laid the foundation fo
modern communication theory, which developed in the United States along wil
several other social sciences following World War IL. In 1948, law professor &
political scientist at Yale University Harold Lasswell proposed a communicatio
model that he believed applied especmﬂy well to mass communications.? His |
ear model can be suminarized as “who (Atistotle’s speaker) says what (Aristotl
subject or message) in which channel (medmm) to whom (Aristotle’s recipient
with what effect (effect).” Several years later, professor of communication skill
Richard Braddock proposed an expansion of the Lasswell model to include mor
reflection on the intent of the message, as well as more analysis of the circu;
stances urider which the message was being delivered®

Further in 1948, mathematician and engineer Claude Shannon published
“A Mathematical Theory of Communication” in the in-house scientific journal at Bel
Labs. The following year, Warren Weaver helped Shannon to publish the articl
as a book, and as a result this communications model is called both the Shannon:
Weaver model and the Shannon model. The miodel, used today in social sciences
mathematics, and engineering, is linear and focuses on the physical transmissi
of information. Tt follows the creation of a signal by an information source (using
transmfcter) to the reception of the signal by the recipient. The model also include
a “noise source,” which can be anything that mterferes with the integrity of the
signal.® _

In 1956, professor of communications George Gerbner proposed a communi
cation model that built on both the Lasswell and Shannon-Weaver models an
emphasized the important role that perception plays in communication as well a
the transactional nature of communications.’

The Corporate Communication Strategy Framework presented in Figure
incorporates these and other communication models to provide a valuable frame
work for effectively analyzing corporate communications.

Looking at the framework, one can easily visualize the connections betweer
each component. As communication theorist Annette Shelby states: “The uniqu

?Harold.D. Lasswall, “The Structure and Function of Communication in Saciety,” in Lyman Brysor, ed., The Commumcat.'on.
of Ideas: A Serfes of Addresses (New York: Institute for Religious and Social Studies}, pp. 203-243, :

¥ Aichard Braddack, “An Extension of the ‘Lasswell Formula,” Joumnal of Communication, 8, ne. 2 (June 1948}, pp. 85-9

# Claude Ehwood Shannon and Warren Weaver, The Mathematical Theory of Communication [University of lllinois Press), 1954

5 George Gerbner, "Toward a Seneral Model of Communication,” Audio- Visual Communication Aeview, 4 (1956),
pp. 171-199.
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: mterrelationsths of these Varlables determme wh1ch messages will be effective
and which will not.” These mterrelahonshlps will also determine the most effec-
tive tools for communicatinig the message. In addition, this framework is circular
rather than linear, which reflécts the réality that comimunication of any kind is an
nigoing process rather than one with a beginning and arvend.

© . Whether an organization is trying to enhance its reputation through social me-
~dia, to communicate 4 new health care plan to employees, or to convince share-
holders that the company is still worth investing in, if is critical to use a coherent
o mumcah n strategy. An effective strategy s shouId take into account the impact
at th message will lzkeiy have on its audlence. o

g Corporate Commumca’non Strategles ) -

| Let’s further deveiop each of these variables and apply them to real situations and
. see how they operate in practice,

\-fSeﬁmg an Effective @rgamzatmn Strategy

~ The first part of an effective corporate commumcatlon strategy relates to the or-
“ganization itself. The three subsets of an organization strategy include (1) deter-

mining the objectives for a particular communication, (2) deciding what resources
. are available for achieving those objectives, and (3) diagnosing the organization’s
_ reputation. .

"'Determmmg Ob]ectwes

_ An organization, like an 1nd1v1dua1 has many chfferent reasons for deciding to
‘communicate. For example, a company rmght want to announce to employees a
'change in its benefits package for the upcoming year Let's suppose the organiza-
tion has decided to eliminate rétiree health benefits as a result of increasing health
~ care costs. In this case, its’ ‘objective is more than ]ust announcing the change; it

"also must convince employées it has a good reason for taking something away
‘from them. Thus, the objective here is to get employees to accept the change with
a minimal amount of protest.
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*iveak communication skills rather than devote two or three experts to deal with
‘thedifferent constituencies involved. In this company’s case, it wasn't a question
ether it could afford ‘to pay more people to do the job correctly; it was the lack
f understanding about how important corporate communication really is and the
limitations put on the human resources needed to accomplish a specific task.
This Fortune 500 company changed its approach-after analysts started to down-
‘grade its stock despite healthy. prospects for the company’s future. The CEO dis-
“covered that the analysts felt that the investor relations person at the company was
‘not.interested. in giving them sufficient information to rate the company’s stock.
This perception led them to believe that something was wrong at the company. The
investor relations person, on the other hand, was.actually trying to do two or three
tasks at the same time and simply could not keep up with the demands of the job.
After this incident, the company hired two more professionals to handle the job
sroperly, creating a more effective and efficient investor relations function, and its
stock price shot back to where it should have been all along.

In contrast, let’s suppose that a Japanese candy manufacturer has decid,
enter the U.S. market. To stimulate interest in its confections, the company d ;
to produce a brochure that will show and explain what the product is 'arjlfd‘ ;e
i;ean?élegensmn cgr{?panese culture. The company’s objective, then, is to ¢r -

a : i i 15t prev

Demany abggi% & as:;;afn consumers for something that they have= 1ot prey 0

Nqnce that in both of these cases, the audience’s :response to the message is wh
most important. That is the basis for defining an objective: what does the%r anizqt,
want eacili message recipient-to do as a result-of the communication? Mar?a e -
communication expert Mary Munter writes in her Guide to Managerial Commuiz /
that managengl communication is only successful if you get the desired resp
from your atfcllenma-.6 To get that response, you must think strategicall aboutp
commurication, including setting measurable objectives for it. ¢ .

. Deciding What :Rés.(t?t@;‘éés_ﬁre Available .

De‘te:rm;niqg how to comr_nuni:c_até about sbméthing like éﬁ'employee benefifs :
. or ml }?1 ucinga new prodt_lct into a market depends heavily on what resources
available within the organization, including money, human resources, and tim

sz T1 me, hkehumanresources and rr'ionejf,._is' also a critical factor in deter-
T mining an organization’s corporate communication strategy. Let’s look at two ap-
" Morey In our earlier example involvine cithacke i ha , : roaches fot dealing with the same problem involving the allocation of time.

ees, the company must decid}; W;:;’}(:Iw?g (;)utbacksm health benefits for emplo ‘Tn the case of the Japanese confectioner mentioned easlier, the company de-
as clearly 25 poodible £ it e eézi f;sr etter tcl? _mﬁpiy_qmoume the prog; - roduce a brochuré (with the help of a communications consulting firm)
letter, via e-miail, or on the com );n' it example, through the company ne lescribing its product more than two yeats before it was actually necessary. So
with experieiﬁ'cé'iﬁ:helpmgother%)rg i ;tri!e;anﬁ?forlto hire a benefits consul " much time was involved, however, in getting everyone in the company to buy
The first option looks less expensive I;han i ;e empdoyees on benefits r educti into both the proposed text and the design for the brochure that it took almost the
employees revolt because they feel they are 12: iff;gox;ntg}e Sl;ort term, zut-‘l_f_ full two yeats to produce an eight-page pamphlet. Cultural differences between
the company might end up spending far more than it would have if it had hi Japanese and Amerjcan business styles con’cr_lbuted to the tremendous amount o

the more experienced consultant in the first place . time needed to develop the brochure. N \
Most companies, unfortunately, often err on the side of short-term, inexpens oy, T an Arnerlcan firm, it gheard of o devote 50 much time to what woud be

solutions to communicati : " “viewed as such a simple project. American firms produce brochures like this from
lem from the perspe?éiﬁlgﬁﬁéigfﬁful;i?-lfliif they t?re I,}(: looking at the pro ' start to finish in a matter of weeks. But is this really a better approach?
problem individuals often have in commur}:icatg?ésthc;n' 1 IE 1stsu§ > Simﬂar:_ L _E’:f_'he allocation of time, like the allocation gf all resources, should be determined
. rather than the needs of their audience and end u gi‘-tavig dof)ff' ) 1)[ Bl own nee by what it will really take to achieve the gqmpany’s objective rather than to seek
communication objective. 1d up having difficulty reaching ¢ 4 short-term solution. In some cases, this might mean allocating more resources
. thari the organization would like to achieve the desired result, but almost always,
" " the organization is better off allocating the resources up front. Correcting mistakes
' in corporate communication after the fact can be a costly proposition. Too often,
* “qualified communicators are brought in only after a crisis has erupted or to com-
*bat rumors that have materialized to fill a “communications void.” This scenario
_is often the case when a company is in the midst of a merger or acquisition and
' employees hear details about the company’s merger plans through media outlets
*before they hear it from the company itself. When rampant rumor mills and third-
~ party information inspire fear and uncertainty among employees, productivity
" and customer service typically suffer—in some cases enough to reduce share-
" “holder value.” The company then suddenly has a much larger—and potentially
more costly-—problem to deal with. o

guman Resources  Human resources are also an important factor in determinin
ar: j;ign%:do: fgﬂulre Otfh a company in achieving its objectives. Typically, too fes

: 0 deal with communication tasks, and those i ten in
| petiencedor unqualified 1 ose involved are often ine’
i _Iir}ag_l?e a company that has just gone public and has decided to create an
. l?hoz*._re ations function to deal with shareholder relations and communicat
with financial analysts. It could assign one person to'do all of these things, 0

could decide that it really needs three. The best appros

i i e e. The best approach depends on the siz

o gf't? ?bff(?{npany__ and its shareholder base. Let’s look at the casepof a well-know
_ multibillion-dollar company that turned this function over to one person wit

7 Michag! Kempner, "When HUMQRS-Thrive Your Geal’s in Trouble: Damage Controi Technigues to Seize the
Cammumicatiang Hiah Graund, “Maroers & Acauisitions, May 1, 2005, pp. 42-47.

¥ Munter, Guide to Managerial Communication.
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'company itself. Mattel fits this descnptlon to some degree, as some of its recaﬁ'

‘ executives should have ensured more stringent safety requirements and monif
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- Also victims of circumstances beyond their control, global eneé:gy cozxgﬁzmszs
'faced a collective image cred1bﬂ1ty challenl%ie in the v;rs;l;isoi ;12;31 -k :;;2;5 folféw-
ith bondho ers, regulators,
. Many began having problems wi tholes VESIOrS K nee
' ty of engaging in s P
: candal, as they were presumed gul :
. :;gﬁ?elisrmer energy g¥ant One possible strategy to combat thtiso n%;gtg :}a};?i;zt
: ny to craft a communica
‘ciation” would have been for a compa n tion pr
A i h it from Enron in a highly visi y.®
would actively seek to distinguis e i etting a
3 tation is an important facto
can see that an organization’s repu
' coi“gjent communication strategy. For simple tasks, ;hxsl is rt;: a pr?:illecleé:;rtza
. ization has built with a spe -
" othier cases; the image credibility an organ B e oant
fference in determining the success
- engy can ‘make a huge di o e e
Companies increasingly g
' yation has in achieving its objectives. Y ognizing IS
urces to assessing t eir corp P
fact and, accordingly, are dedicating reso PO K e
‘Orice a yeat, the company s s
One suich company i FedEx. 4 T O O s
] to assess the different risks the company
ather at its Memphis headquarters ; o e
: ible financial impact and implic
n addmon to considering the possit L PO oo,
s ' they examine what would happ
usiness ¢ ntmmty of each scenario, " come
tai:ion can act as a life pres
tation. “We believe that a'strong repu 2 reserver
the offensive,” explained Bi
andasa tadwmd when the company is on :
‘Marg ritis, FedEx's senior vice presuient of Wloridw1de corx;m*;;n;::é%);\i ;;guxcrzs
ms. tical scenario anaiysis,
lations. In addition to this hypothe
Ze:lior;‘; to find out how the company is perce1ved by ex’:ernal stakeholders and
“performs a similar exercise ‘with its employees’ annually”’

The three considerations for creating an effective organization strategy—setting

eblectlves, deczdmg oh the proper allocation of resources, and diagnosing the orga-

“nization’s reputahonware ‘the building blocks upon which all other stepi:?ncgﬁ;
mumcahon s’crategy depend A second set of issues the organization can

- an assessment of the const1tuents mvolved

Diagnosing the Organization’s Reputation . . -

In'addition to setting objectives for a communication and deciding what resoti
are available to'accomplish that objective, organizations must determine
kind of image credibility they have with the constituericies in question. An o
zation's overall reputation with constituencies is based on several factors. We
get into this in greater detail in Chapter 4 when we talk about image, identity; :
reputation; but it is‘also a critical factor in the development of all communicati
strategies, whether spec1f1ca11y related to'image ornot.
Image credibility is based on the constituency’s perception of the organiza
rather than the reality of the organization itself. As'an example, think about a'
versity that is trying to generate pOSitive‘p'ubliCitY’ih the national press. 1
university is not well krniown outside its region, this effort might prove very
ficult. Its image credibility in this situation would be low because national pr
representatives would have limited expérience with the institution compared,
an ihstitutioti that already has a national feputation. Thus, no matter what kind
resources the university puts behind this effort, it will be an uphill battle.
Worse than limited i image cred1b1hty is cred1b1l1ty that is lacking or damaged
Iri the fall of 2010, top toy company Mattel had to recall 7 million of its Fish
Price-brand trlcycles when 10 young children reportedly injured themselve
the sharp, protrudmg plastic ignition key. During this same period, 3 milli
Fisher-Price toys were recalled due to concerns that small parts could caus
‘choking. The 2010 recalls unfortunately followed a series of other reputatio
damagmg recalls for Mattel, including a recall of magnetm toys with faulty
signs in November 20086, a recall of Fisher-Price-brand toys with high leve
lead paint in August 2007, and a recall of lead pamt—laden Barbie accessones
September 2007.
Once the most credible of toy makers, Mattel had damaged its credibility W1t
investors and customers. During the height of the high-profile recalls, the sto
value fell as much as 25 percent, in the fall of 2007. However, Mattel executiv
took aggressive action to help upend the credibility crisis, opting for complet
transparency and leveraging digital communications channels to deliver message
to constituents. Mattel’s communications team also launched an advertising cam
paign with the headline “Because your children are our childrer, too,” and spokes
people constantly reiterated the company’s 1nvest1gat10n of the safety breache!
and communicated openly with the media. Mattel's response to the recalls of 200
and 2007 likely reassured investors during the 2010 recalls because the compan;
stock price actually increased slightly 1mmed1ately foﬂowmg the September 30
2010, tricycle recall announcement.
Sometimes, damaged image credibility can result from circumstances be"yon_
an organization’s control, rather than from’ any spec1f1c actions or missteps by th

-' Anasyzmg Genstatuencses

u want to
Anaiyzmg const1tuenc1es is similar to analyzmg your audience ;vhen 3;? awant b9
: plan a speech or write a memo. This analysis determines (1) who yo g

t
 tion's constituencies are, (2). what each thinks about the orgamza::on, an;ll (gf) ;i\:e
_ each knows about the communication in question. We will look at eac

N m turn.

Who Are Your Orgamzatton s Constﬁtuenczes?

ke
Sometlmes the answer to this questmn is obvious, but most of the time, it will ta

careful con51derat10n to analyze who the relevant constitt;er:czes arle viz; : ggit:;:;l;
fooled into thinking that itis a
lar. corporate message. Do not. be p s obyious
Hlv, constituencies come from a group
“who the main constituency is. Usually, s
primary to the organization, buta secondary group also can be the focus fora p

tlcular commumcatlon (see Table 2. 1}.

7

were caused by issiles with overseas manufaeturmg partners. Although Matte

ing standards, there are really two credibility crises at play: the handling of thy
product recall by Mattel, and the reputation crisis at Fisher-Price, which was 1€
spons1b1e for regulatmg the overseas produchon of its toys

. 2 Duncan Weed, "Not Cleanisg Up Yous-Act Can Be Costly,” Treasury & Risk Managee)ent, September 2004,

# Ibid.
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TABLE 2.1
~Constituerits. of
- Organizations .-

size, ahg r:;ilsi .}(‘f‘g‘? ?Igelrem sets Qf"_c_ozist.itue'rl_c"iés' &épending on the
businesses At gioval or domestic, local versus regional or national) Sft

as in Table 2.1, it should resist thinking

oo v 4l it should resis , loyees, Finally,

often reach others.

‘time of crisis, for example, § -
.. on its relations with the media—whj

., CONSHEULNCY—1t0 MANATE IS 1emiiatinr. o d ot
gm0 anage 1ts reputation and SR

C Addit T g o Tepute 10N ana attempt o m ; .

taionally consituencies should not be thovight abot in "slon.:ou tec]
e, thay bolong L on employ: e¢s are also shareholders in alcoa:;pa

laying off five assistants in the department ov

must reinforce this mission with employee,

classic example Jo spen i .
by Sears, wﬁiicé‘;iii"e“ in the employee-customer-profit chain model crea
attitudes to cugton. success from management behavior through employe
Companion ot eIr satisfaction and, ultimately', financial perform 5 énp g
ambassadors”f_ Otilvcei acl;nowledgg the role of their own empioyzzgeés “bra
constituencies 'thg n that fhfiy Interact with a large number of extei:
is significant whe potential for “word-of-mouth” goodwill and image baild:
in the mind of itzrzzggir?z:: : fléllly ﬁ“demﬁﬁd what the Corporatiof Ziﬂt: to
has establi il f and other constituencies. So
e abhghgq itself as a leader in this area ranking #1 if;v}f;iijuiompany 2
B e | NS area, ranking #1 i e magaz

. be prompted by information that gets into the
- »we'll see later on in this chapter.. .

-+ part of his constituency, nor did he stop to thi
~+ when he asked her to print the letter to the hu
*actually be affected by the plan. _

" This simple example is instructive to organi

" fioward Schultz i J0nes Yana, Pour Vwr o . set of problems arises.
{New York: and Dori Jones Yang, Pour Your Hezrt into 1 How Siarbucks Buite = P |
W York: Hyperion, 1997). arblicks Built a Company One Cup at 2 Time

h Aﬂtho ¥ J I UCCI, STEVe K" a d cna d G i l el { 4] f]y' ki
. 4 ! . i ' il F! f ha ;B i .‘Lial varag 8”5 188
view, . l tna, (53 C S0 ] ft C i g a S," " .

 them had been with the firm for several years.
~As usual, the marketing VP typed up his the _
it to his assistant, asking her to format the letter and print the final draft on his
 letterhead. Although his assistant was not one of the five affected by the layoffs,
" she couldn’t help but empathize with her colleagues of many years, and within an
- hour, the marketing VP had a revolt on his hands. Now, with a constant news cycle

.. that is aided and abetted by online communications, a scenario like this one could
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2011. 7100 Best Companies to Work For” list..Its executives offer employees
some compelling (and unusual) reasons to advocate the brand: car cleaning, a
Tealth care facility on-site, a kids’ summer camp, child care, a beauty salon, and
a 66,000-square-foot gym are just some of the perks employees at SAS enjoy.
Zappos, a $1.2B online retailer specializing in shoe sales, and #6 in Forfune's 2011
_“100 Best Companies to Work For” list, is another company where employees
are valued as significant corporate communication assets. As Zappos CEO Tony
Lisieh wrote in his 2010 book Delivering Happiness, “we trust our employees to
se their best judgment when dealing with each and every customer . .. we want
ur o let their true personalities shine during each phone call so that they

“can develop a personal emotional connection (internally referred to as PEC) with

keep in mind also that constituencies can have competing interests
nd different perceptions of a company. For example, cutting employee benefits
nay be welcomed by shareholders but will likely be highly unpopular with em-
ep in mind that communications intended for one constituency

. The individual communication experience of one marketing vice president (VP)
‘brings this last point to life. The executive VP to whom he reported had decided to
ut the group’s administrative support staff due to the increased use of technology
“to handle communications while professionals were away from their desks. This
 vice president detailed his plan for cutting the support staff by almost two-thirds

'in'a memo to the vice president in charge of human resources. The plan involved

er a period of six months. Many of

d‘u'ghts'_iﬁ _fough form and e-mailed

hands of, for example, a blogger, as

.- Now obviously, the aforementioned VP didn’t intend for his assistant to be a

nicabout her reaction to the change
man resources VP, Nonetheless, she

- became a conduit to a more important constituency—the employees who would

zations seeking to communicate ata

| rhore macro level as well. Just as we cannot always control the flow of information
..., to one constituency alone on an individual level, on the corporate level, the same

-2 Tony Hsi'eh,_DeﬁverinQ Happiness: A Path to Frofits, Pagssion, an& Pﬁrpase {New York: Business Pius, 2010). p. 145,
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What Is the Constituency’s Attitude toward the Organization?

In addition to analyzing who the constituencies for a particular communicatig

really are, organizations also need to assess what each constituency thinks'
the organization itself, " = oo T e

~ We know from personal experience that it is easier t0 cormunicate with pe
who know and like us than it is with those who do niot. The same is true fo
nizations. If a company has built goodwill with the constituency in question,

be muich easier'to reach its objective.
- The classic example of good corporate commuinication is Johnson & John
redemption of the Tylenol brand in 1982, when poisoned capsules killed :

" people in Chicago. (See Chapter 10 for more on’ the Tylenol crisis.) That the'c:

pany was able to succeed against all odds—when people like advertising execu
Jerry Della Femina and several other experts in commimication declared Ty

 impossible to save at the time—was a tribute to the hard work the organi

had dorie before the tragedy actually happened. The company was known
industry, by doctors, by consumers, and by the press as rock solid—willi

stand by its products and do the right thing, no matter what the cost. In this cas

the cost ran into the hundreds of millions of dollars, when the company decis

'_t‘:) recall over 31 million bottles of Tylenol capsules.” "

Convincing people to buy a product that had been laced with cyanide wa

an easy proposition, but because the company had the trust of many diff

constituencies, it was able to achieve its objective, which was to revive the bra
If people hadn't trusted the company, or if they had questioned its behavior in
way, this revival would not have been possible.” o

When goodwill or trust is lacking, communication can be a struggle,
companies cannot expect to be trusted until they prove themselves trustw
through concerted actions that demonstrate care, concern, and understandin
their constituericies. As stated in “Authentic Enterprise,” mentioned in Chapte
as a document produced by the Arthur W, Page Society: .

In addition to the familiar intermediaries and constituencies with whom
corporations have interacted in the past, there is riow a diverse array of
communities, interests, nongovernmental organizations and individuals. Many
of these new players represent important interests, while others are not legitimat
stakeholders, but rather simply adversarial or malicious. Regardless of maotive, all
are far more able to coilaborate among themselves around shared interests and to
reach large audiences. At the same time, companies and institutions themselves are
seeking similar kinds of engagement with multiple constituencies . . . Constituent
relationships have always been important for businesses and institutions, but the
proliferation and empowerment of new kinds of stakeholders have profoundly
altered the landscape. First, in a radically more transpatent world, organizations c
no longer be different things to different constitiénicies; an enterprise must be one
thing across its entire ecosystem. R :
Source: Reprinted with permission from the Arthur W, Page Society.

Building trust often must start from within the organization—by commun'ig:'

-ing up and down with employees, hearing them out on the topics that conce
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them; and making constructive changes based on their input. Companies with
high levels of trust with employees are also those that take the time to clearly com-
miinicate the company’s business goals to employees and help them understand
the vital roles they play in achieving those goals.®.: - 4

Wha __Doés. the .Constituéncy Know about the Topic?
In additioni to the constituents’ attitudes toward the company, we also must con-
ider their attitudes toward the communication itself. Ifithey are predisposed to
rhat the organization wants, then they are'more likely to help the organization

ictilty initrying to achieve itsigoals: SEOPETEE

Consumers ate oftent wary of new or unknown products, The Japanese confec-
tioner mentioned earlier wasa victim of such bias asit tried to convince Americans
to buy a product thatwas well known and liked in Japan but completely foreign to
Ammericans. In Japan, the company is seen as the highest-quality manufacturer of
tagashi, or candy. The company; Toraya, is one of the oldest companies on earth.
It'can trace:its roots back:to the ninth century, and the same family has been in
control of the firm for 17 generations. It has been serving the imperial family since
its inception:- IR EEIRY et

‘Given its long history and aristocratic roots, the president of the company as-
sumed that the product would speak for itself in the U.5: market. Because no one
else¢ was around to compete with the firm, middle managers in charge of the U.S.

‘reach its objective. If they are not, however, the organization will have great dif-

~operation assumed that its introduction of wagashi would be a huge success.

' Unfortunately, they didn't think about how American palates would react to
the taste of a candy made out of red beans and seaweed. Most of the people who

* heard about the product couldn’t even pronounce its name, and when they tasted
* the'gelatinous form of the product, known as yokan, they didn't like it.
7. To get consumers in the United States interested in the product, Toraya had to

educate people about the role of wagashi in Japanese history and its exclusivity,
as demonstrated by its aristocratic roots. Those who tasted the product in focus
groups early in the process of its introduction to the United States likened the ex-

... perience to the first time they had tasted caviar or espresso.

- Japanese candy isn't the only example of misjudged consumer feelings. Take

Walmart, for example. The retail behemoth tried to break into the German market

for nine years before retreating with its proverbial tail between its legs in 2006.
Walmarthad 85 stores in the country but eventually lost the battle to local rivals such

. -as Aldi and Lidl because it failed to adapt to the German consumer and business

culture, Among the many missteps: German Walmarts imported the U.S. practices
of bagging groceries for customers at check-out counters and requiring employees

. to'smile and greetevery customer. The service-with-a-smile approach was seen as

distasteful and unnecessary by shoppers. Executives also imparted the company’s
American policy of forbidding romances between employees. This restriction was
seen as inappropriately intrusive by German standards. In misjudging its target

" Shati Caudron, “Rebuilding Employee Trast,” Warkforce Management, October 2062, pp. 28-34.
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-+ .Companies that try to sell an idea fo the public are always in danger of fail
as a result of the lack of information or the negative feelings consumers may h
about it. The U.S. automaker General Motors (GM) realized, after several f
attempts to penetrate the UK. market with Cadillacs; that rather than spend
money on a:U.K. advertising campaign, it was better served to hire an automot
public relations specialist to help the company educate people about Cadilla
new approach to the market, including an increased range of right-hand-dr

When companies are communicating. to their.employees about something

~a change in benefits—from a defined benefit pension plan to a cash balance 7
for instance—understanding what employees know about the topic, as well
how they feel about it, is critical. Without this insight, valuable time and resour
can be spent.on a communications campaign‘that ends up completely missin;
mark. For'example, a company may assume that employees’ greatest conce
the competitiveness of their new benefit planrelative to other companies, whe:

-~ fact, they are most concerned about understanding how the new plan differs
the existing one. Absent this knowledge, the company’s communication strate
~may-focus too heavily on the benchmarking issue and fail to address the issue
most concern to this constituency.'s : Yot oo -
Clearly, then; after a firm has set objectives for its corporate communicatio
must thoroughly analyze all the constituencies involved. This requirement me,
undetstanding who each constituency is, finding out what each thinks about
-organization, and determining what each already knows and feels about the cor
munication in question. Companies should consider allocating a portion of ¢
-marketing budget to this kind of research. Armed with this intelligence, the o

nization is ready to move to the final phase in setting a communication strate:
determining how to deliver the message.

example; ‘a company looking to reveal a change in top management mzyoﬁfit)dz
to annotnce the change through a press release, which gets the messag outtoa
toad et of constiftiencies. In addition, it may announce the cl’laflge in i m

ve-thail to employees, as well as posting it on the compary’s m;imelé —
‘this simple example has multiple channel possibilities. (;uh e Ii)t o
0 to local media of national media? If_‘the"¢ompa1?y is globaP ,Rs 1\(I)u Wi%e?
the mé'ss'age ‘dut'on an international new§w1're; such as }i_euters or RN :;W?O ee.s
Should it display the message on its webs;gg? Sﬁ;ﬁ ;E;elﬁiziaé%f g;:o Eid t }}; C)(z) oS
‘s part of a'video teleconference orover the comy ? .

oz Part'géfa:i?diédn-ﬁs Twitter account? Then there is the wh}c))le quest:(())r(a) ;?i
timing. Should the employees hear :;b‘qut i;; fnts‘;? Shogld the story be given
‘reporter hers, on an exclusive basis? ) .
Ye%fﬁ;i?:?éz: 1;{());0, Yahoo announced the ‘Iayof'f ‘o'f roughly 4 percient osf z}t;
‘workforce, or around 650 employees. Yahoo .not1f;ed affected emp oyeeo o
December 14. The same day, CEO Carol Bartz.issued_‘an exp;anatorz ;nen:l 0 De
ginning with “Yahoos, I want to 1s‘ll'laire SOT‘: ;:%gr?trggxg;?;ﬁig‘zuba (;) ﬁews e
Havoffs into context.'s However, she wasn

i;{(:iffffié?ed employees; rumors of im:pending.iayqffs‘percolz’c'ed thrciugt;lggigggi
‘tespected media oitlets and the blogosphere in the days leading up to @ official
annotricement. With the real-timie, 24/7 news c3.fc1e, that is mcreasu;g ifonﬁne
e D o« el Iis thn ngoffs wold Indeed be neces
rumots, announcing more than a week later tha . : \
“sary despite Bartz’s “personal” appeal to employees, online commentary
??gn]:;ﬁé;ezgﬁ 2: the U%’s The Guoﬁ*d‘i:m' 'a.nd"ljhe New Yor.k Tz(-;nes suggfets;:
“that Yahoo staffers caught wind of the impendmg._lay'c_)ff_s well in advance oa the
official announcement. It's just one example of the necessary actions c:(()inziandi-
must take to protect sensitive information and to deliver it to the intende

ence before it leaks in cyberspace.

Delivering Messages Effectively

Delivering messages effectively involves a two-step analysis for companies
company must decide how it wants to deliver the message (choose a communi
tion channel) and what approach to take in structuring the message itself.

Choose an Apﬁroprz‘ate Communication Channel

Determining the proper communication channel, or channels, is more difficult
organizations than it is for people. An individual’s channel choices are usua
limited to writing or speaking, with some variation in terms of group or individ
interaction. For organizations, however, the channels available for delivering th
message are several. : G Lt e _

As you can see from Table 2.2, there are now: more communication channi
than ever before for an organization’s internal and external communications. ]

* Richard Cann, "Cadilfac Media Push Aims to Crack the UK," PRWeek, Juty 9, 2004.

: -closing-problems. . ..
s hitg; guardian.co.uk/technalogy/blog/2010/dec/ 17 /yahoo-c
s "Communicating Cash Balance:Plans,” Watson Watt Insidler, April 2000, tittp:/ fwmwiwatsonwyatt.com, e 1 UG/ furv guardi
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After GM announced 25,000 planned job cuts.by: 2008 at the compan
nual meeting in 2005, the company had to work fast to calm worker uncert
about what lay ahead. Sue Melino, staff director.of GM’s global interna
munications department, explained that the company’s goal was to ensure
employees were informed about the layoffs as soon as they were released &
public. The company delivered the news to employees through multiple ch
nels: a webcast of CEQ Rick Wagner’s speech at the annual meeting, ne
ters in company plants, and a segment on GM’s daily employee television g
“What we are trying to do,” Melino explained, “is provide as much contex
we can internally.”¥7 "+ -

Each time a corporate communication strategy is developed, the questi
which channels to use and when to use them should be explored carefully. B
this step, the company needs to think about the best way to structure the messa
and what to include in the message itself. :

After communicating with a constituency, you ﬁiuS’c"as's'e'és’ the results of your
communication and determine whether the communication had the desired re-

gult Ti some instances, this feedback can be gathered hearly immediately after
“the delivery of an important message or set of messages. For example, employees
can be provided a short questionnaire to confirm an understanding of the main
“points of the. communication and uncover areas where they would have wanted
“more information or clarification. In other cases, it may take some time to mea-
stire the success of the communication, such as determining whether sales rose in
response to an advertising campaign. After the resultsare in, you must determine
how you will react. Has your reputation changed? Do yoi need to change your
comimunication charinel? Hence the circular nature of the corporate communica-
Creating a coherent corporate communication strategy, then, involves the three

vatiablés we have discussed in detail: defining the organization’s overall strategy

‘for the commiunication, identifying and analyzing the relevant constituencies, and
‘delivering messages effectively. In addition, the organization needs to analyze
‘constituency responses to determine whether the communication was successful.
Figuire 2.2 sumumarizes this more complete version of the corporate communica-
‘tion strategy model introduced earlier. R

Structure Messages Carefully

According to most experts in communication, the two most effective m S5
structures are commonly referred to as direct and indirect. Direct structure me
revealing your main point first, and then explaining it in-more detail; indi
structure means giving context first, and then revealing your main point. :
. .When should a company choose to be direct and when should it decide tob
direct? Normally, organizations should be as direct as possible with as many o
stituencies as possible, because indirect communica’ti_on is confusing and ha
to understand. . e
‘Take the example of Nissan when it introduced the Infiniti series in the Unit
States. Instead of just coming out with photographs of the new cars (as it do
now), the company took a more indirect (and typically Japanese) approach.
showing impressions of landscapes and creating a.mood without actually sho
ing the car. This effort was a creative success compared with the approach its dir
competitor, Toyota, took by showing traditional pictures of its comparable Lex
model. Unfortunately, Nissan's campaign didn’t sell many cars. The compa
wanted to create a strong identity in the American market through this type
advertising, but this mixture of product and image advertising was completely
on American consumers. _ :

A third option in terms of message structure is to simply have no message
Today, this approach simply doesn’t work with a public hungry for the next souny
bite and the media looking for an “angle” on the story. Usually, saying that't

~ company cannot falk about the situation until “all the facts are in” is better th
just saying “no comment” or nothing at all, but managers (especially in the Unit
States) are often influenced by lawyers who are thinking about the legal ramifi
tions of saying anything. Deciding to be direct often means taking the coutt
public opinion into consideration as well, which, to some companies, is often fa
more important than a court of law. '

» What is the best

" communication channef?

s How should the corporation
structure the message?

o Who are the corporation’s
constituencies?

o What is their attitude about
the corporation and topic?

* What does the corporation
want each constituency to do?

o« What resources are available?

s What is the corporation’s
reputation?

respond in the way the
corporation wished?

» Should the corporation
revise the message in light

7 Jahn N. Frank; “GM Pushés Growth Message in Light of Announced Job Cuts,” PAVeek, June &, 2005. of the constituency responses?
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By creating a coherent communication strategy based.on the time-tested th
presented in this chapter, an organization is well.on its way to reinventing h:
handles communications, Just as important for the firm, however, is its abil
link its overall strategy to its communication efforts.. . kit

- As discussed in Chapter 1, firms are facing increased scrutiny from exte
groups (for example, the NGO Environmental Working Group, which laun

- the Skin Deep Cosmetic Database to “create online safety profiles for cosmeti¢

- personal care products”) as well as their key constituencies (such as activists
holder groups that protest executive compensation increases, and recently
become more empowered to do so by the 2010 Dodd-Frank Wall Street Refor
Consumer Protection Act.)'® By linking corporate strategy. to corporate comm
cation, managers can mitigate the potential loss in reputation (see Chapter 4
can result from a weak or negative response from an organization to chall
from external groups and its own constituencies,. .. ..
. The extent to. which an organization is affected by external forces also is d
mined by what industry the firm is in, where it does business, and how publi
operations are. In addition to staying competitive, then, the question of hot
firm is perceived externally must be considered. Just as the company’s awar
about competitive forces protects it from competitors, its awareness of ext
forces also protects it from attacks. ;

Despite a recent series of very public recalls, consumer products comp
Johnson & Johnson has benefitted from a largely undamaged reputation, sim
because the company reinforced its commitment to the J&J Credo, the comp:
written values system, in its communications with its key stakeholders durin
ments of crisis (see Chapter 10), I

When developing an overall strategy, firms need to consider their corpor
communication effort as manifested in the company’s vision and mission st
ment. By doing so at the inception of an overall strategy, the firm avoids repe
sions later. Because all organizations operate at the behest of the public will,:
egalitarian approach to communications will be appreciated by a society that has -
come to depend on its organizations more than ever before. '

Healthcare System (GHS), a lead-" - unified groups to leverage aggregated pur-
ovative healthcare organization  chasing power. GPOs worked with members—
1s earlier; provided a full spectrum  which could include academic medical centers,
re services in upstate New York. As community hospitals, and large physician
ealth system in the area, Galen con- practices—to help them save money on medi-
iverse network of healthcare facili-  cal supplies. The purchasing power of a GPO
ing a large academic medical center,. . enabled it to command higher discounts when
nity hospitals, a physician organiza- . negotiating contracts with manufacturers, dis-
includeda network of physician prac-  tributors, and other vendors, and allowed it
ghoutthearea;a rehabilitationcenter, - to pass on these cost savings to its individual
mes; and'hospice and palliative care - members. - - e
0 joining Galen, member-orga- - Recognizing the problems associated with
operated-as independent entities.  a fragmented supplier base, Galen’s senior
w'under the same organizational = leadership team made the coordination of sys-
ember organizations continued . ‘tem purchasing a priority for the coming year.
quite independently, and functions . Dr. Jeffrey Dahmer, the President and CEO of
réc'urement_-wg:re ‘not coordinated. . the Galen Healthcare System, crea_ted_. the first
ad its own Purchasing Department . corporate Purchasing Department at Galen,
contracts and purchase orders with = and hired an experienced procurement man-
lers. The individual purchasing  ager, Richard Gunerson, as Vice President of
letermined needs, identified suppli-  General Services/ Supply Chain Management
managed inventory logistics without  to oversee the procurement of all equipment,
-from corporate headquarters. This supplies, and services. Preparing Galen to join
ralized approach was indicative of the  aGPO was one of Gunerson’s primary tasks.
‘actice over the last decade of loose Dahmer gave Gunerson great autonomy
ent of its affiliated sites. and flexibility, and placed Stacie Friberg as
ders within the Galen System, however,  Gunerson’s executive assistant. Friberg had
t0 recognize a trend of rising health care - worked for 12 years within the Galen system
nd intensified competitive pressures in - in several different positions, and thus was fa-
New specialty practices and outpa-  miliar with many of the local hospital and prac-
gical centers sprouted in communities  tice leaders as well as their historic purchasing
alen previously commanded the mar- practices. Gunerson’s appointment was an-
\ddition, the system continued to see . nounced in the employee newsletter, published
Imbursement rates from Medicare and. by senior leadership at Galen’s headquarters,
ld, making it increasingly challenging..  and on the GHS intranet. RS>
System to meet its annual budget:- - .. The end of the hospital budget cycle was
2 systems around the country were nearing its end, and Gunerson was .eager to
eriencing similar challenges, but un- notify each of the local Purchasing Department
‘0, ‘many health systems had already: . heads that the entire. system would begin to

"oup purchasing organizations (GPOs). - purchase its required supplies in bulk through

% “Brief Summary of the Bodd-Frank Wall Street Reform and Cansumer Pratection Act,” 2019, http://banking.senate.gov ‘ 70s and 1980s, GPQOs arose as a means a GPO contract. To-estimate the 1arge=pu'rchase
public/_fites/0701 1U_Dodd_Frank_WalI_Street_Reform_comprehensive_sasmmary_FinaLpdf. i I Fesalddn o e e e -« . - ‘a L
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Gunherson inten

- Gunerson then g
to the local Purchasing Departments: -

" Dear p’a;r'éhasmg Department lead,  ©

-which they plan to negoti i :
least a week before the day they will be signed.

. change is critical to coor
quirements and to elimina

te inefficiencies within
the system. Today, o :

ur member Organizations’

Sincerely,

- Richard Unger Gunerson II, FEACHE
Vice President of General Services/ Supply
Chain Management

Gunersont gave Stacie Fri
asked for her input. She to

‘the memo was

ever, since he

berg the memo and
Id him she thought
great. She aiso suggested, how-
had met only two of the loca]

would be too expensive, . .

- Over the next few days, tesponses came i
from all but a few local Purchasing Departrents,
Some managers wrote longer responses, byt
the following e-maj] message was typical:

ded to request that local pur-

Dear Dick;
chasing heads report contracts with suppliers P .
over $100,000. Gunerson discussed this jdea Welcome t{;ﬂQaIep tWe are plea t' s
with Jeffrey Dahmer, who discussed it with the Yo are settling into y, oLy position as ¢
Board of Directors,

communication about notifyi
rafted-theafoliowing- memo . v

I know YOou must understand that this

procurement cootdinator We rece:

‘week in advance of our infep
withsuppliers. This suggestio
We would like to Jet youkno
of this hospital’s co

nseems very pry,
wthat you car
operation in your new job.

' Best regards,

-7 Over the nextseveral weeks, Gunerso
~ . nothing from the [ocal Purchasing Depar
- about contracts being negotiated with ;
ers. When he asked Friberg to follow up
several of the. local managers, they: frequ

- teported that they were quite busy: As
- the usual purchasing procedures ‘con

and Gunerson struggled to build mom,
towards GPQ membership, '

CASE QUESTIONS o
L. What problems does Galen Healthcar
that will affect its communications
2. What specific problems does M Gu
have as a result of his com'mgnica_ti‘o’
materials managers? s

3. What advice would you give to Gurer
help solve his and Galen’s problems?

Source: This is a fictional case based of
events as well as ideas presented it
the “Dashman Company” case (9-46
published by 1Bs Case Services, 'Ha
Business School

’

munication’s roots, we
: within an organization,
ships. We also briefly showcase each corp
which are developed in

including reporting relation-
orate communication subfunction, al] of

; greater detail later in this boo
Prentice Hali, Englewood. Cliffs,;
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