The Challenge of Social Media and Communications
By David L. Lawrence, RFC®, AIF®
Social media, mobile devices and instant messaging have fundamentally changed the landscape of communications in business and in life. One only need look around to see the multitudes of young people opting to text message in abbreviated (and sometimes invented) language instead of more conventional forms of communication, such as spoken conversation. Yet, for a financial profession rife with an aging population of practitioners who may not have been born into such methods, acceptance has been slow.  
When it can be demonstrated that social media and other forms of electronic communication can produce greater efficiencies and result in higher profits for a firm, acceptance in the use of such methods is more likely to occur. The simple fact is that firms will be taking on clients; and in doing so likely will encounter younger clients who do embrace twitter, Facebook and other venues. Thus, for the firm to resonate with such clients, it may be forced to embrace these communication forms. Because of the advent of these, most broker dealers and other institutions have adopted social media policies. 
FINRA addressed the issue with Regulatory Notice 10 - 06. In September 2009, FINRA organized a Social Networking Task Force composed of FINRA staff and industry representatives to discuss how firms and their registered representatives could use social media sites for legitimate business purposes in a manner that ensures investor protection. 
The result was a set of guidelines that included recordkeeping responsibilities, suitability responsibilities and supervision of social media sites (3rd party posts, etc.). 
The SEC also addressed the issue with a letter to advisors back in January of 2011. The SEC has asked advisers for documentation as to how they use social-media sites such as Facebook, Flickr, LinkedIn, Twitter and YouTube, among others — as well as blogs. The main concern is that, similar to any form of advertising, the advisors are not using these sites to promote guaranteed returns, or other prohibited forms of advertising. 
However, neither FINRA nor the SEC is prohibiting social media or other forms as a viable communication venue so long as the rules for such venues are followed. This has opened the door for advisors to post links on websites, for instance, to their Facebook page and/or Twitter and other social media outlets. The push to use these kinds of media has propelled professional sites, such as LinkedIn and Plaxo to greater heights of popularity. So much so, that on May 19th of 2011, LinkedIn enjoyed the largest IPO offering since Google’s in August of 2004. 
But, for many advisors, the questions remain as to how to integrate these new venues successfully into their practice. Can every financial practice benefit, for instance, from a Facebook page? Is Twitter really necessary? And, perhaps most important, if used, how can they be used efficiently without adding an additional workload onto the advisor or the staff of the firm?
The answers lie in what sort of financial practice the advisor has, what the demographics of the clientele are and to what extent these tools can be efficiently integrated with the other technology already in use in the firm.
Let’s take a quick look at one example:
If a financial advisory firm has created a website for its practice and then never examined the analytics of who is visiting their site, what they are looking at (page counts) and how often they return to the site, then the firm has no idea if what they have posted as content on the site is resonating with clients or the public. Running statistics on a client base and/or surveying clients to determine interests could be two ways to begin the process of understanding what content should be on a website. Once this is determined, adjusting the content to match these wants and/or needs can have a remarkable effect on the website statistics. 
The same is true for a Facebook page.  Though different in character from a traditional website, it is still a communication medium and the content, posts, or other information should be carefully reviewed to determine its effect on the visitors to that Facebook page. Without this sort of feedback, the advisor will have no clue as to whether the effort of creating the Facebook page was successful or not. 
And, quite frankly, setting up such venues without consideration of an overall strategy for the firm is a mistake. Consideration should be given in any messaging medium to have clear, consistent messaging that reflects the firm’s long-term strategic goals. If your website suggests that you focus on wealth management and your Facebook page emphasizes your role as primarily an insurance firm, it is inconsistent messaging that will confuse visitors rather than clarify who you are and what you do. 
Consistency in communication is the key. Websites, social media sites, printed material, newspaper ads, radio advertising, and other forms of communication with the public should have a consistent theme that reflects the message you wish to convey to that public. And while not all of these venues may be appropriate for advertising, all can be used for some form of messaging and communication.
Facebook can be used for more than just simple messaging. One of the many features of Facebook that can be leveraged in a practice is the creation of Groups. Creating a group is easy and there are three levels, private, open and secret. With private, anyone can see the group, but only selected “friends” can post to it. (‘Friends’ could be your clients for example) Many advisors are using groups to create a kind of private blog for their clients. However, care must be taken not to violate the rules on what constitutes improper ads or misleading claims with such a feature. 
Events can also be created. This is a feature in Facebook that could be used to announce fund-raising activities, or to organize a client appreciation dinner or other event. The feature is free and if your clientele use the site, it is an inexpensive way to draw attention in a new and potentially compelling way (photos can be added). Facebook is certainly not the only tool in the social media world. But, it is currently very popular and well-known. Thus, it is probably more likely to be used by your clients than a lesser known site. 
And, yes, Facebook offers ads. Perhaps the most tempting aspect is the possibility of accessing the more than 600 million users. Yet, this is the area that concerns the regulatory agencies the most. As with any communication medium, Facebook and other social media sites have many great potential benefits for financial advisors, but care must be taken in adopting its use in a financial practice to ensure that it complies with the rules and that it enhances the overall image of the firm. In the end, use of social media should be integrated with all other communication forms in an efficient manner for it to complement an overall communication strategy. 
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