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Learning issues for Chapter Two:

d d h k i ff Understand how marketing affects customer 
value

 Understand how strategic planning is carried 
out at different levels of the organizationg

 Understand what is included in a marketing 
planplan 



Key insights for the chapter:

 A key ingredient of the marketing A key ingredient of the marketing 
management process is insightful, creative 
marketing strategies and plans that guide g g p g
marketing activities. 

 Developing the right marketing strategy over p g g g gy
time requires a blend of discipline and 
flexibility.

 Firms must stick to a strategy but must also 
find new ways to constantly improve it.y y p

 Marketing strategy also requires a clear 
understanding of how marketing worksg g



MARKETING ANDMARKETING AND 
CUSTOMER VALUE

Marketing involves satisfying consumers’ g y g
needs and wants. The task of any business is 
to deliver customer value at a profit.p



The value delivery processy p

Note the differences between the traditional process, value 
creation & delivery processcreation & delivery process



Value creation and delivery consists 
of three parts:of three parts:

h h lChoosing the value (segment 
the market, define target market, , g ,
develop “offering”).
Providing the value (productProviding the value (product 
features, prices, and distribution 
h l )channels).

Communicating the value (salesCommunicating the value (sales 
force, advertising, and 
promotional tools)promotional tools).



The implications of the value 
delivery processdelivery process

Discussion: How would these outcomes contribute to higher 
levels of customer satisfaction? Give examples to illustrate levels of customer satisfaction? Give examples to illustrate 

your points.



Three V’s Approach to Marketing 
(Kumar)(Kumar)

Define the value segment

Define the value Define the value 
proposition

Define the value networkDefine the value network



The Value Chain (Porter)



Elements of the value chain

 The primary activities cover the sequence of p y q
bringing materials into the business (inbound 
logistics), converting them into final products 
( i ) hi i fi l d ( b d(operations), shipping out final products ( outbound 
logistics), marketing them (marketing and sales), 
and servicing them (service)and servicing them (service).

 The support activities—procurement, technology 
development human resource management anddevelopment, human resource management, and 
firm infrastructure—are handled in certain 
specialized departments, as well as elsewhere. 

 Several departments, for example, may do 
procurement and hiring. The firm’s infrastructure 

h f l l icovers the costs of general management, planning, 
finance, accounting, legal, and government affairs. 1-10



What must be done?

h fi ’ k i i i d The firm’s task is to examine its costs and 
performance in each value-creating activity 

d l k f i iand look for ways to improve it. 

 The firm should estimate its competitors’ 
costs and performances as benchmarkscosts and performances as benchmarks 
against which to compare its own costs and 
performance.performance.

 It should go further and study the “best of It should go further and study the best of 
class” practices of the world’s best 
companies



Core Business Processes

Strong companies develop superior capabilities in these 
core business processes Strong companies alsocore business processes. Strong companies also 
reengineer the workflows and build cross-functional 
teams responsible for each process. Many companies 
have partnered with suppliers and distributors to create ahave partnered with suppliers and distributors to create a 
superior value-delivered network.



Core competencies

 Key is to own or nurture the resources and Key is to own or nurture the resources and 
competencies that make up the essence of the 
business—outsource if competency is cheaper and 
available. 

 Competitive advantage accrues to companies that 
possess distinctive capabilities (excellence in 
b d b i )broader business processes). 

C titi d t d i f h ll th Competitive advantage derives from how well the 
company fits its core competencies & distinctive 
capabilities into tightly interlocking “activitycapabilities into tightly interlocking activity 
systems.” 



Core competencies

h h h i i A core competency has three characteristics:
1. Makes a significant contribution to perceived 

b ficustomer benefits
2. Has applications in a wide variety of markets
3. It is difficult for competitors to imitate

 Competitive advantage ultimately derives 
from how well the company “fits” its core 
competencies and distinctive capabilities 
into tightly interlocking “activity systems.”





Core competencies

C i fi d i h d i i i h Competitors find it hard to imitate companies such 
as Singapore Airlines, Dell, or IKEA because they are 
unable to copy their activity systemsunable to copy their activity systems.

 Business realignment may be necessary to maximize Business realignment may be necessary to maximize 
core competencies. It involves three steps:
(1) (re)defining the business concept (the “big(1) (re)defining the business concept (the big 
idea”); 
(2) (re)shaping the business scope (the lines of(2) (re)shaping the business scope (the lines of 

business); and
(3) (re)positioning the company’s brand identity ( ) ( )p g p y y

(how customers should see the company).



Asian business landscapes sometimes 
are straddled with certain handicapsare straddled with certain handicaps

Poor infrastructural support
Less developed marketsLess developed markets
Fragmented marketsg
Inflexibility



Chinese competitors have certain 
competitive advantages over MNCscompetitive advantages over MNCs

d di f h l l k Better understanding of the local markets; 
strong networks

 Leaner and more flexible; entrepreneurial Leaner and more flexible; entrepreneurial 

 Opportunity to catch up Opportunity to catch up
 The open global markets allow Chinese 

companies to buy much of technology andcompanies to buy much of technology and 
expertise that they need to catch up



Fig re 2 3 A Holistic Marketing Frame orkFigure 2.3 A Holistic Marketing Framework



Value Exploration

C ’ i i ( fl i i1. Customer’s cognitive space (reflects existing 
and latent needs and includes participation, 
stability freedom and change)stability, freedom, and change).

2 Company’s competence space (broad versus2. Company s competence space (broad versus 
focused scope of business and depth physical 
versus knowledge-based capabilities).g p )

3. The collaborator resource space (horizontal and3. The collaborator resource space (horizontal and 
vertical partnerships).



Value Creation

k dMarketer’s need to:
1 Identify new customer benefits1. Identify new customer benefits 

from the customer’s view.
Utili t i2. Utilize core competencies. 

3. Select and manage business g
partners from its collaborative 
networksnetworks.



Value Delivery

 What Companies Must Become? What Companies Must Become?

 Often requires an investment in Often requires an investment in 
infrastructure and capabilities. 

P fi i t t t l ti hi t1. Proficient at customer relationship management.
1. Who the customers are, and respond to different 

customer opportunities.pp

2. Internal resource management.
1. Integrate major business processes within a single family 

f ft d lof software modules.

3. Business partnership management.
1 Allow the company to handle complex relationships with1. Allow the company to handle complex relationships with 

its trading partners.



Breakthrough MarketingBreakthrough Marketing

 Relates how Intel 
created history bycreated history by 
choosing a 
trademarkable name –
Pentium_ and launched 
the “Intel Inside” 

k ti i tmarketing campaign to 
build awareness of the 
brand to get its namebrand to get its name 
outside the PC and into 
the minds of the 
consumer. 



The central role of Strategic 
PlanningPlanning

C ll f i i h Calls for action in three areas:

1. Managing a company’s businesses as an 
investment portfolio.investment portfolio.

2. Assessing each business’s strength by 
the market’s growth rate and thethe market s growth rate and the 
company’s position and fit in that 
marketmarket.

3. Establish strategy.

24



The Marketing Plan

h k i l i h l i The marketing plan is the central instrument 
for directing and coordinating the marketing 
ffeffort.

 The marketing plan operates on two levels: g p p
strategic and tactical.
 The strategic marketing plan lays outThe strategic marketing plan lays out 

target markets and the value 
proposition.proposition.

 The tactical marketing plan specifies the 
product promotion merchandisingproduct, promotion, merchandising, 
pricing, sales channels, and service.



Levels of a Marketing Plan

 Strategic
 Target marketing

 Tactical
 Product features Target marketing 

decisions
 Value proposition

 Product features
 Promotion

M h di i Value proposition
 Analysis of 

marketing

 Merchandising
 Pricing

S l h lmarketing 
opportunities

 Sales channels
 Service



Figure 2.4 The Strategic Planning, Implementation, 
and Control Processesand Control Processes



Corporate and Division Strategic Planning

ll h d ll d k All corporate headquarters usually undertake 
4 planning activities:

1. Defining the corporate mission.1. Defining the corporate mission.
2. Establishing strategic business units (SBUs).
3 Assigning resources to each SBU3. Assigning resources to each SBU.
4. Assessing growth opportunities.



Defining the Corporate Mission

i Key questions:

What is our business?
Who is the customer?Who is the customer?
What is of value to the customer?

Wh ill b i b ?What will our business be?
What should our business be?





Good mission statements

G d i i h h j Good mission statements have three major 
characteristics:
1. Focused on a limited number of goals.
2. Stresses the company’s major policies2. Stresses the company s major policies 

and values.
3 Defines the major competitive spheres3. Defines the major competitive spheres 

within which the company will operate. 



Major competitive spheres within which 
the company will operate:the company will operate:

Industry

ProductsGeographical

V i l
Competence

Vertical
channels

Market
segmentg



Comparing vague and clear mission 
statements (Google)statements (Google)

GoogleVague



Establishing Strategic Business UnitsEstablishing Strategic Business Units 

 Companies should be aligned as customer- Companies should be aligned as customer
satisfying process

 A target market definition tends to focus on selling A target market definition tends to focus on selling 
a product or service (Pepsi and all who drink cola 
sodas).

 A strategic market definition is broader and 
encompasses more. (Pepsi redefines its strategy to 

h h hieveryone who has a “thirst”).



Product versus Market Oriented 
Definitions of a BusinessDefinitions of a Business



Dimensions That Define a BusinessDimensions That Define a Business

Customer 
groupsgroups

TechnologyCustomer 
needs



Strategic Decisions 

 Assigning Resources to  Assessing Growth

Strategic Decisions 

 Assigning Resources to 
Each SBU

 More recent methods

 Assessing Growth 
Opportunities
 Involves planning for  More recent methods 

used by firms to make 
internal investment 
d i i b d

p g
new businesses.

D i idecisions are based on 
shareholder value 
analysis and whether

 Downsizing or 
terminating old 
businessesanalysis, and whether 

the market value of a 
company is greater 

businesses

p y g
with an SBU or without 
it. 
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Fig re 2 5 The Strategic Planning GapFigure 2.5 The Strategic Planning Gap



Figure 2.6 Three Intensive Growth Strategies: 
Ansoff’s Product Market Expansion GridAnsoff s Product-Market Expansion Grid



Intensive Growth

C ’ fi f i Corporate manager’s first course of action 
should be a review of opportunities for 
i i i i b iimproving existing businesses.
 Market-penetration strategy (gain more 

k h )market share).
 Market-development strategy (new markets 

f t d t )for current products).
 Product-development strategy (new products 

for current markets)for current markets).
 Diversification strategy (new products for new 

markets)markets). 



Starbucks



Integrative Growth

S l d fi b i d h h Sales and profits may be increased through:

Backward integrationBackward integration.
Forward integrationForward integration.
Horizontal integrationHorizontal integration.



Diversification Growth

h i i f d id h When opportunities are found outside the 
present business and the company has the 
i h i f b i h bright mix of business strengths to be 

successful. 
 Several types are possible:

 New products that have technological or p g
marketing synergies with existing product lines.

 New products unrelated to the current industry.
 New businesses unrelated.



Organization and Organization 
CultureCulture

O i i i f Organization consists of:
 Structures.
 Policies.
 Corporate culture defined as “the shared Corporate culture defined as the shared 

experiences, stories, beliefs, and norms 
that characterize an organization ”that characterize an organization.

 Sometimes corporate culture develops 
organically and is transmitted by the CEOsorganically and is transmitted by the CEOs 
personality.



The Internet is transforming the corporate culture of overseas 
Chinese businesses by enhancing efficiency, lowering barriers to 

t d idi tentry, and providing more transparency.



Samsung has undergone remarkable changes in corporate culture 
in response to the changing marketing environment. Today, it is 

k d i th t 20 b d b I t b dranked in the top 20 brands by Interbrand.
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Marketing Innovation

i i k i i i i l Innovation in marketing is critical.  
 5 key strategies for managing change in an 

i iorganization:
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Figure 2.7 The Business Unit 
Strategic Planning ProcessStrategic Planning Process



SWOT Analysis

 The evaluation of a company’s strengths The evaluation of a company s strengths, 
weaknesses, opportunities, and threats is 
known as SWOT analysis It involvesknown as SWOT analysis. It involves 
monitoring the external and internal 
marketing environmentmarketing environment. 

U k i l i (MOA) Use market opportunity analysis (MOA)
 Environmental threat unfavorable trend or 

d ldevelopment 



pp p
them



Evaluating Opportunities

 Can the benefits involved in the opportunity be 
articulated convincingly to a defined target 
market(s)?
C h k ( ) b l d d h d Can the target market(s) be located and reached 
with cost-effective media and trade channels?
D th h t th Does the company possess or have access to the 
critical capabilities and resources needed to 
deliver customer benefits?deliver customer benefits?

 Can the company deliver the benefits better than 
any actual or potential competitors?y p p

 Will the financial rate of return meet or exceed 
the company’s required threshold for p y q
investment?



Figure 2.8 Opportunity Matrix



Figure 2.8 Threat Matrix



Internal Environment

S h d k l i Strengths and Weaknesses Analysis
 It is one thing to find attractive opportunities g pp

and another to be able to take advantage of 
them.

 Each firm must evaluate its internal strengths 
and weaknesses.and weaknesses. 

 See Marketing Memo (checklist)





Goal Formulation

O h h f d S O Once the company has performed a SWOT 
analysis, it can proceed to develop specific 

l f h l i i d hi fgoals for the planning period. This stage of 
the process is called goal formulation.

 Managers use the term “goals” to 
describe objectives that are specific with j p
respect to magnitude and time. 



Goal Formulation

 The firm sets objectives before managing them The firm sets objectives before managing them 
into objectives (MBO). For MBOs to work they 
must meet 4 criteria:

1. They must be arranged hierarchically, y g y,
from the most to least important.

2 Objectives should be stated2. Objectives should be stated 
quantitatively whenever possible.

3 Goals should be realistic3. Goals should be realistic.
4. Objectives must be consistent.



Porter’s Generic StrategiesPorter s Generic Strategies

Overall Cost Leadershipp

Differentiation

Focus



Porter’s Generic Strategies



Categories of Marketing AlliancesCategories of Marketing Alliances

Product or Service Alliances

Promotional Alliances

Logistics AlliancesLogistics Alliances

Pricing CollaborationsPricing Collaborations



Marketing Alliances

To keep strategic alliances thriving, corporations have begun to 
develop organizational structures for support and have come 
to view the ability to form and manage partnerships as core 
kill ( ll d l i hi )skills (called Partner Relationship Management, PRM).



Program Formulation and Implementation

k bA great marketing strategy can be 
sabotaged by poor implementation.g y p p

Marketing must estimate its costsMarketing must estimate its costs.
 In implementing strategy, companies 

must not lose sight of the multiple 
stakeholders involved and theirstakeholders involved and their 
needs. 



McKinsey’s 7-S Framework

 The first three—strategy, structure, and systems gy y
are considered the “hardware” of success.
 The next four—style, skills, staff, and shared values 

th “ ft ”are the “software”
 “Style” means that company employees share a 

common way of thinking and behavingcommon way of thinking and behaving. 
 “Skills” means that the employees have the skills 

necessary to carry out the company’s strategy.y y p y gy
 “Staffing” means that the company has hired 

able people, trained them well, and assigned them 
to the right jobsto the right jobs. 
 “Shared values,” means that the employees 

share the same guiding valueshare the same guiding value



The Marketing Plan

E h d l l ( d li b d) Each product level (product line, brand) must 
develop a marketing plan for achieving its goals. 
A marketing plan is a written document thatA marketing plan is a written document that 
summarizes what the marketer has learned about 
the marketplace and indicates how the firm plans p p
to reach its marketing objectives. 

 Marketing plans are becoming more customer 
and competitor orientated. The plan draws more 
i f ll h b i f i d iinput from all the business functions and is team 
developed.



Marketing Plan ContentsMarketing Plan Contents

 i Executive summary
 Table of contents
 Situation analysis
 Marketing strategyMarketing strategy
 Financial projections
 Implementation controls Implementation controls

Sample Marketing Plan: Pegasus 
Sports International  (see text)





Marketing Memo

h l i l ? h l ifi ? h Is the plan simple? Is the plan specific? Is the 
plan realistic? Is the plan complete? 



Summary of learning issues

d d h k i ff Understand how marketing affects customer 
value

 Understand how strategic planning is carried 
out at different levels of the organizationg

 Understand what is included in a marketing 
planplan 
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