Emerging markets: How different are they really?

Time was when the accepted wisdom about card operations in emerging markets ran something like this: “Building a business in Ruritania is completely different from anywhere else. Approaches that work well in mature markets simply won’t succeed here.”
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With all due respect to this long-established school of thought, it’s wrong in at least one important respect. Because in fact you could make a very good case for arguing that the marketing challenges for a card issuer are exactly the same in Ruritania as they are in developed markets: acquisition, activation, usage and retention. What certainly is different is that the tools aren’t always there.

Take acquisition, for example.

In countries where the payment card industry is long-established, the marketer is used to being able to call up lists which are not only segmented by every possible combination of demographic, psychographic and behavioural characteristics, but have also been pre-screened for credit-worthiness. In emerging markets, only very rarely can the card issuer draw upon this level of assistance. Many times, credit bureaux with a full range of marketing, predictive and scoring tools simply don’t exist. In one very large market, for instance, the local bureau is legally allowed only to keep negative histories, and then for no more than five years. 
And, looking at the business more widely, it’s not only the marketer who is affected: risk management suffers from the same lack of data. 
The result? Many times the issuer must turn to other sources for prospect lists. Often, the primary group to be targeted will turn out to be the bank’s own customers. Even within the institution, though, address bases aren’t always updated as frequently or accurately as they should be. Accordingly, there’s a heavy reliance on branch sales and recommendations, which restricts sales, and can lead to internal fraud. In any event, lists grow tired, and there is a limit to how often one can solicit the same customer – incidentally, note here the need for detailed account mailing histories. 
By definition, of course, the bank customer resource isn’t open to monoline issuers. Accordingly, they often turn to affinity groups. This certainly has the benefit of speed to market, and, where professional groups are concerned, to some extent acts as a proxy for credit-worthiness, but has clear weaknesses. Similarly, many issuers utilise Member Get Member campaigns to extend their reach among the target audience. On a different tack, one Brazilian issuer has successfully pioneered the use of upscale magazine subscription lists.
The point is that the task of acquisition is the same, whether it’s being carried out in London or Latvia: it’s simply that the resources are different. A review of activation, usage and retention efforts would throw up a similar picture: same job, less choice of tools to do it with.
One other imperative remains a constant, too: that’s the need to provide customers with a distinctive and desirable product. It’s quite wrong to assume that customers in emerging markets have only limited understanding of what is available in the credit card arena; they travel, and are often highly knowledgeable about what is on offer in other countries. It would also be wrong to assume that, simply because a product benefit isn’t offered in the market today, that it will never be. Competition will ensure that, sooner or later, an issuer will feature it and, as always, advantage goes to the first mover. 
All the more reason, therefore, to reach out for proven approaches when they are available locally. 

Some of the most effective, in fact, are ways of thinking about the business: the importance of seeing the customer in the round, the value of an orderly, consistent approach to the marketing task, the “Measure, measure, measure” mantra. 

Others can be built, over time, within the business: the ability to measure profitability at account level, the use of segmentation tools, building predictive modelling capabilities. 

Still others will be found outside the business: card associations and specialist vendors can keep you up to speed with best practice and benchmark your efforts, or support you with advice and strategies for customer acquisition and retention. In fact many times the tools they offer, even in the most recently-created markets, are exactly the same as those used with great success by the most sophisticated issuers in the world.

So, let’s return to our original question: “Is doing business in Ruritania completely different from everywhere else?” Maybe the answer ought to be, “Yes – but not as different as all that.”
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Castle in the air, anyone?





“The point is that the task of acquisition is the same, whether it’s being carried out in London or Latvia: it’s simply that the resources are different.”








