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g he Mike “"swoosh"—it's everywhere! Just for fun, iry counting the swooshes
whenever you pick up the sports pages or watch a pickup basketball game
i OF tUNe into a televised golf match. Through innovative marketing, Nike has
huilt the ever-present swoosh into one of the best-known brand symbols on the
planet. But 40-some years agoe, when yaung GPA Phil Kright ard college frack
coach 8ill Bowerman cofounded the company, Nike was just a brash, young upstart
in the atnietic footwear industry.

in those early days. ¥night and Bowerman ran Nike by the seat of their pants. In
1964, the pair chipped in 500 apiece to start Blue Ribbon Speorts. In 1970,
Bowerman dreamed up a new snesker tread by stuffing # piece of rubber inta his
wite’s waffle iton. The Waffle Trainer quickly becarne the nation's best-selting trair-
ing shoe. In 1972, the company became Nike, named aiter the Greek goddess of

! victory. The swoosh was designed by a graduate student for a fee of $35. By 1979,

Nike pwned 50 percent of the U.S. running shoe market. it all seemed easy then.
Running was in, sneakers were hof, and Nike had the right stuff.

During the 1980s, under Phil Knight's leadership, Mike revelutionized sports
marketing. To tuid its trand image and market share, Nike spent lavishly on big-
name endorsemnents, splashy pramotional events, and in-your-face “Just Do 11" ads.
At Nike, however, gaod marketing meant more than just premotional hype and
promises—it meant consistently building strong relationships with customers based
on real value. MNike's initial sucress resulted from the technical superiority of its run-
ning and basketball shoes. To this day, Mike teads the industry in research-and-
develcpment spending.

But Mike gave customers miuch more than good athlelic gear. Custormers didn't
just wear their Nikes, they experienced tham. As the company stated on its Web
page (www.niike.com), “Mike has always known the truth—it's not so much the
shoes but where they take you.” Beyond shaogs, apparel, and equipment, Nike mar-
keted a way of life, a sports culture, a just-do-it attitude, As Phil Knight said at the
tirne: “Basically, our culture znd our style is to be a rebel.” The company was built
an a genuine passion for sports, & maverick disregard for convention, and a befief in
hard work and sericus sports performance.

Throughout the 1980z and 1990s, still playing the role of the upstart underdog,
Mike sprinted ahead of its competition. Between 1988 and 1997, Nike's revenues
grew at an annuaf rate of 21 percert; annual return to investors avaraged an eye-
popping 47 percent. Nike leveraged its brand strength, moving aggressively into new
product categories, sports, and regions of the warld. The company slapped its famil-
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iar swoosh logo on everything from sunglasses
and soccer balls to batting gloves and hackey
sticks. Nike invaded a dozen new sports, inciud-
ing basabalt, galf, ice and street hockey, skats-
boarding, wall chimbing, and hiking. [t seemed
that things couldn't be going any better.

In the late 1990s, however, Mike stumbled and
its sales slippad. The whole industry sufferad 2
sethack, as a "brown shoe” craze for hiking and
cutdoor shoe styles ate into the athletic sneaker
tiusiness, Morsaver, Nike's creative juices seemed
to run dry, Ho-hum new sneaker designs collected
dust an refailer shelves as buyers secking a new
look switched to competing brands. To make mat-
lers worse, Nike was fighting off zllegations that it
was overcommercializing sparis and exploiting
child labar in Asian sweatshops.

But Mike's biggest chstacie inay have besn its
awn incredible success. The brand appeared to o
suifer frorn big-brand backiash, and the swoosh may have became foo comemon ta
be coal. As sales moved past the $10 billion mark, Nike moved from maverick to
mainatream. Rooting for Nike was ke rooting for Microsofl. instead of antiestablish-
ment, Nike was the establishiment. Once the brat of sports marksting, Nike now Had
to grow up and act its age.

And grow ap i has. In recent vears, Nikes marketing skrategy has matured. The
comparny siill spends hundreds of millions of dollars each year on very craative
advertising, innovalive brand-building prometions, and big-name endorsers. For
axample, Nike signed basketball phenom LeBron James 1o a £90 million endorse-
rment contraci a few vears back, and in the Athens Olympics, Mixe athleies brought
hame B0 gold medals phus dozens more silver and bronze.

But Mixe has toned down ifs antiestablishment atiitude—its marseting is a bit
less edgy, And the company is now devaling much more attention to mundane
marketing deiails. “Gone are the days when Mike execs, working on wille more
thamn hunches, wauld do just about anyihing and spend just about any amauni i
the gquest for publicity and market share,” says one Mike observer. “More and
more, Nike is searching for the right balance between its creative ana its busi-
ness sides, relying on a newfound financial and managsrial discipline to drive
growth.”

The new Nike has returned to the basics—focusing on inncvation, rmethodicaily
assessing new markel opportunities, developing new product lines, and reworking
its inforrnation and distribution systems. According to the industry expet:

fn the oid days, Nike operated pretty much on {marketing] instinct. It took 2
guess as to how many pairs of shoes 1o churn out and hoped it could cram
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Strategic planning

The process of developing
and maintaising a strategic fit
etween the organization's
gaals and capabilities and its
changing marketing
opporionities.

ther all onto retailers’ shelves. Nct anymore. Mike has overhauled its computer systems o get
the right number of sneakers © more places in the world more quickly. [It] also overhauled its
supply-chain system, which often left retailers either desperately awaiting delivery of hot shaes
or strugeling te get rid of the duds. The old jerry-built compilation strung together 27 differant
cormpuler systems woridwide, most of which couldn't 1alk with the others. . . . Nike has spent
500 million to build a new system, [Naw, according to Nike,] the percentage of shoes it makes
without a firm order from a retailer has failen from 30 percent to 3 percent, while the lead time
for getting new sneaker styles to market has been cut fram nine months 1o six months.

The old seat-of-the-pants Nike had difficulty gaing global; at the new Nike, more than 50 percent
of sales now come from international markeis, and thess markets are growing rapidly. The old Nike
also stumbled with its acquisitions, trying to force its own superheated marketing culiure onto them.
The new Nike has learned to give its acguired brands some independence. As a resull, acquisifions
such as Cole Haan dress shoes, Converse retro-style sneakers, Hurley International skatehoard gear,
Bauer in-line and hockey skates, and Starter Official affordable sneakers now account for more than
13 percent of Mike's revenues and a guarter of its sales growth.

The new, more-mature Nike is once again achieving stunning results. In the past five years, Nike's
sales have grown more than 50 percent to almost $15 pillien; profits have more than doubled. The
company captures some 36 percent of the U3, athietic shoe market; the next-biggest competitor is
Adidas {which recently acguired Resbok) at 21 percent. A reiative newcomer to socces, Mike is now
wirtually neck-and-neck in the European soccer market with longtime leader Adidas. Nike's evolving
marketing prowess aver the years has also been good for investors. An investment of $1,000 in Mike
in 1980 would be worth more than $64,000 today. And founder Phil Knight's 23 percent stake in Nike
is worth almost $6 billion, making hirm one of the world’s richest peopte.

To stay an top, nowever, Mike must keeg its marketing strategy fresi, finding new ways to defiver
the kind of innovation and value that buili the brand so powerfully in the past. No longer the renellious,
antieslablishment upstart, Nike must coniinually reassess and rekindle its meaning to customers.
Says ¥night, "Now that we've (grown so large], theres a fine fine between being a rebel and being a
bully. o our customers, ] we have to be beautiful as well as big.!

Marketing strategies and prugrams are puided by broader, companywide strategic plans, Thus,
to understand the role of marketing, we must first understand the arganization’s overall strate-
gic planning process. Like Nike, all companies must look ahead and develop long-term strate-
gies to meet the changing conditions in their industries and to ensure long-term survival.

: Companywide Strategic Planning:
Defining Marketing’s Role

Each company must find the game plan for long-run survival and growth that makes the most
sense given its specific situation, opportunities, objectives, and resources. This is the focus of
strategic planming—the process of developing and maintaining a strategic fit between the
organization's goals and capabilities and its changing marksting opportunities.

Strategic planning sets the stage for the rest of the planniog in the firm. Compantes usu-
ally prepare annual plans, long-range plans, and strategic plans. The annual and long-range
plans deal with the company’s current businesses and how to keep them going. In contrast,
the strategic plen involves adapting the firm to iake advantage of opportunities in its con-
stantly changing environment.

At the corporate level, the compeny starts the strategic planning process by defining its
overall purpose and mission (see Figure 2,1}, This mission then is turned into detailed sup-
porting cbjectives that guide the whole company. Next, headquarters decides what portfolio
of businesses and producis is best far the campany and how much support to give each one.
In turn, each business and product develops detailed marketing and other departmential plans



Mission statement

A statement o the
orgarization's purpose—what
it wanis lo accomplish in the
larger environrment
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! Business unit, product,
Corporate level | and market level
_ i '
i
|

that support the companywide plan. 'fhus, marketing planning occurs at the business-unit,
praduct, and rnarket levels. It supports company strategic planning with more detatled plans
for specific inarketing opportunities.?

Defining a Market-Oriented Mission

An organization exists to accomplish something, At first, it has a clear purpose or mission, but
over tirne its mission may becoine unclear as the organization grows, adds new products and mar-
kets, or faces new conditions in the environment. When management senses that the organization
is drifting, it st Tenew its search for purpose. It is time to ask; What is our business? Who {s the
customer? What do consumers value? What should our business be? These simple-sounding
fuestions are among the ronst difficult the cornpany will ever have ta answer, Successful conI-
ites continuously raise these gquestions and answer therm carefully and eompletely.

Many organizations develop formal mission
statements that enswer these questions. A mission
statement is a staiernent of the organization’s pur-
pose—what it wants to accomplish in the larger
environment. A clear missiou statermnent acts as an
“invisible hand” that guides people in the argani-
zation. Studics have shown that firms with well-
crafted mission slatements have better organiza-
tional and financial performance.?

Some companies define their missions
myopically in product or technology terms {“We
make and sell furniture” or “We are a chemical-
precessing firm™}, But mission siatements should
be market oriented and defined in terms of cus-
tomer needs. Products and technologies eveniu-
ally become outdated, but basic markel needs
may iast farever.

A market-oriented mission statement defines
the business in terms of satiafying basic customer
needs. For example, Nike isn’t just a shoe and
apparel manufacturer—it wants “to bring inspira-
tion and innovation to every athlete® in the world.
{*If you have a body, you are am athlste.}”
Likewise, eBay’s mission isn't simply to hold
online auctions and trading. lis mission is “ta pru-
vide a glabal trading platform where practically
anyone can trade practically anything——you can get
it on eBay.” It wants fo be & unique Web commu-
nity in which people can shep around, have fun,
; and pet to know each other, for exammple, by chat-
“ting at the eBay Cafe. Table 2.1 provides several
¢ other examples of product-criented versus market-

oriented business definitions.*
: Management should avoid making its nission
=7 teo parrew or loe broad, A pencil manufacturer

you can get it on @L

Bl Mission statements: eBay's mission is “to provide a global trading platform that says it is in the communication equipment
where practically anyone can trade practicaily anything—you can get if on husiness is stating its mission too broadly,

eBay.”

Missions should be realistic. Singapore Airlines
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TABLE 2.1 Warket-Oriented Business Tefinitions

Gompany Product-Orieated Definition Market-Oriented Delinition :_
e e e M

Armmazon.com We sell books, videos, CDOs, toys, Wa make the Internet buying experience fast, easy, and :
consumer glectronics, hardware, enjoyable-—we're the place where you can find and discover ;

housewares, and other products, anything you want to buy online. '

America Online We provide onling services. We create customer connectivity, anytinte, anywhere,
Disney Wa run theme parks. We create fantasies—a place where America still works the way it's i
supposed to, ;

eBay ‘We hold online auctions. We provide a giobal marketplace where practically anyone can :

trade praciically anything—a unigue Web community in which people
can shop around, have fun, and get to know each other. t

Home Depot We seil tools and hame repatr We empower consumers to achieve the homes of their dreams. |
and improvement items.

Charlas Schwab We are a brokerage firm. We are the guardian of our custorners’ financial dreams.
Reavlon We make cosmetics. We selt lifestyle and self-axpression; success and staius; i

: memories, hopes, and dreamns.
! Ritz-Carlton Hotels  We rent raoms. We create the Ritz-Carlton experience—-one that enlivens the '

! senses, instills well-being, and fulfills even the unexpressed wizhes and
: needs of our guests. :
I Wat-Mart We run discount stores. We deliver low prices every day and give ordinary folks the chance to !
buy the same things as rich peaple.

would be deluding itself if it adopted the mission t bevome the world's largest airline. Missions
should also be specific. Many mission staterments are written for public relations purposes and
tack specific, workable guidelines. Too often, they “are platitudes incorporaling quality and
customer satisfaction, often with an ‘smployees are cur most imporiant assets’ kicker,” say one
analyst, “They’re tou long to remember, iro vague Lo be meaningful, and too dull to inspire.”*
Such generic statements sound goed but provide little real guidance or inspiration.

Missions should fit the maerkef environment. The Girl Scouts of America would ot
recruit successfully in today's environment with its former mission: “to prepare young girls
for motherhood and wifely duties.” Today, its mission is to be the place “where girls grow
strong.” The organization should also basc its mission on its distinetive competencies:
Firally, miscion statements should be motivating. A company’s mission should not be stated
as making more sgles or profits——profits are only a reward for undertaking a useful activity, A
| company’s employees need to feel that their work is significani and that it contributes to peo-
ple's lives. For example, Microsoit's aim is to help people io “realize their potertial”’—"your
potential, our passiou” says the company. Wal-Mart's mission is to “Give ordinary folks the
chance ta huy the same things as rich people.”

| Setting Company Objectives and Goals

The company needs to tumn its mission inte detailed supporting objectives for each level of man-
agentent. fiach manager should have ohjectives and be respunsible for reaching them., For example,
Morsanto operates in the agricultural biotechnology business. It defines its mission as “improving
the future of farming . . . improving the future of food . . . abundaptly and safely.” It seeks to help
feed the world's exploding population while at the same time sustaining the environment.
Monsanto ads ask us to “Tmagine innovative agriculturs that creates incredible things today.”

This mission leads to a hierarchy of objectives, including business objectives and mar-
keting objectives. Monsanta’s overall objective is to build profitable customer relationships by
developing better agricultasel products and getting them to market faster at lower costs. It
dogs this by researching products that safely help crops produce more nutriion and higher
yields without chemical spraying. But research is expensive and requires improved profits to
plow hack into research programs. So impraving profits becomes another major Monsanto
objective. Profits can be improved by increasing sales or reducing cosis. Sales can be
increased by improving the company’s shave of the U.S. market, by entering new foreign mar-
kets, ar both. These goals then become the company’s current marketing objectives.t

T
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& Monsanto defines its mission as “improving the future of farming . .
abundantly and safely,” Tis ads ask us to “Imaging
innovative agriculiure that creates incredible things today.” This mission teads to
specific business and marketing objectives.

the future of food . . .

Business portfolio

The callection of Husinosses
and products that maxe up
the campany.

Portfolio analysis

The process Ly wiich
managemenl evaiuates the
products and ousinasses
making up s Company.

Growth-share matrix

A porifolio-planning method
that evaluates a company’s
strategic business units in
terms of their markst growth
rzte and redative market
share, SBUs are zlassified a3
stars, cash cows, guesticn
marks, or dogs.
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Marketing strategies and programs must be
developed to support these markeling objectivas.
To increase its U.S. market share, Monsanto
might increase iks products’ availability and peo-
mation, To enter now fureign markets, the com-
pany may cut prices and larget large farms
abroad. These are ils broad markeling strategies.
Each broad marketing strategy must then he
defined in greater detait. For example, increas-
ing the product’s promotion may require maore
salespeople and more advertising; if so, both
reyuirements need to be spelled out. In this way,
the firm’s mission is translated into a set of
objectives for the mirrent pericd.

Desiguning the Business
Porticlic

Guided by the company’s mission statement
and objectives, management now must plan its
business portfalio—ihe collection of businesses
and products that make np the company. The
best business portfolin is the one that best fits
the company’s streogths and weaknesses o
upportunities in the environmant Business
portfolio planning involves two steps. First, the
company must analyze ils current business
portfolio and decide which businesses should
receive more, less, or no investinent. Second. it

I
MONSANTO 'I%r {  must shapa the future portfolio by developing
e strategies for growth and downsizing.
- mproving Anaiyzing the Ourrent Business

FPortfols

The major activity in strategic planning is
business portfolie analysis, whereby manage-
ment evaluates the products and businesses making up the company. The company will
want to put strong resources into its more profitable businesses and phase down or drop its
weaker ones.

Management’'s fivst step is to identify the key businesses making up the company. Thess
can be called the strategic business units. A strategic buginess unit (SBU} ie a unit of the com-
pany that has a separate mission and objectives and that cah be planned independently from
other company busingsses. An SBU c¢an be a compuany division, a product line within a diwi-
sion, or semetimes a single product or brand.

The next step in business portiolio analysis calls for management 1o assess the attractive-
ness of ity varjous SBUs and decide how much support each deserves. Most companies are
well advised to “stick to their knitting” when designing their business portfolios. It's usually
a good idea to focus oo adding products and businesses that [it closely with the firm's core
philosophy and competencies.

‘The purpose of strategic planning is to find ways in which the company can best use its
strengths to take advantage of atiractive opportunities in the environment. So most standacd
portfolio-analysis methods evaluate SBUs on two importan! dimensions—ithe attractivenass
of the SBU's market or industry and the strength of the SBU's position in that market or indus-
try. The best-known portfolio-planning methed was developed by the Boston Consulting
Group, a leading management consulting fion.”

: L . Using the Boston Consulting Group (BCG)
approach, a mmpany LIH%I[].?S all lta SBDH avrcardlng to the growth-share matrix shows in
Figure 2.2. On the vertical axis, market growth rate provides a measure of market abTactivenass,
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FIGURE 2.2 _ Star © Question mark
The BCG growth-share matrix o
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On the horizontal axds, relative market share serves as a measure of company strength in the
market. The growih-share mairix defines four types of SBUs:

Stars. Stars are high-growth, high-share businesses or products. They often need heavy
investment to finance their rapid growth. Eventually their growth will slow dowm, and
they will turn into cash cows.

: Gash cows. Cash cows are low-growth, high-share businesses or products, Thesy estab-

! lished and successful 3BUs need less investment to hold their market shace. Thus, they

j produce a lot of cash that the company uses to pay its bills and to support other 3BUs

: that need investment.

; Question marks. Question marks are low-share briginess units in high-growth marksts. They

‘ require a lot of cash to hold their share, let alons increase it. Management nieeds to think hard

: about which question marks it should try ta build into stars and which should be phased vul.

Dags. Dogs are low-growth, low-share businesses and products. They may generate
encugh cash to maintain themselves but do not promise to be large sources of cash.

The ten circles in the growth-share matrix represent a company’s ten current SBUs. The
company has two stars, two cash cows, three question marks, and three dogs. The areas of the
circles are proportional to the SBUs dallar sales. This company is in fair shape, although not
in good shaps. It wants to jnvest i the more promising question marks to make them stars
and to maintain the stars 2o that they will become cash cows as their markets mature.
] Fortunately, it has two good-sized cash cows. Income from these cash cows will help finance
the company’s question marks, stars, and dogs. The company should take some decisive
activn concerning its dogs and its question marks. The picture would be worse if the company
had no stars, if it bad too many dogs, or if it had only vne weak cash cow.

. Once it has classified its $BUs, the company must determine what role each will play in

| the future. One of four strategies can be pursued for each SBU. The company can invest more
' in the business unit in orderto build its share. Or it can invest just enough to Aald the SBUs

| share at the current level. It can harvest the SBU, milking its short-term cash flow regardless

i of the long-term effect. Finatly, the company can divest the SBU by selling it or phasing it oul

' and wsing the resopurces elsewhare,

I As tine passes, SBUs change Hwir positions in the growth-share matrix, Each SBU has a life

I cycle. Many SBUs start out as question marks and move into the star category if they sucoeed.

‘ They later become cash cows as market growth fulls, then finally die off or burn inlo dogs taward

|

|

!

i
i
i
|
|

the end of thair life cycle. The company needs to add new produets and units continuously so that
some of them will become stars and, eventtually, cash cows that will help finance other SBUs.

: RE : The BCG and other formal methods revolutionized
erateg;c pla.lmlng Howevel such centralized approaches have limitations. They can be diffi-
cult, tfime consuming. and costly to implement. Management may find it difficult to define
SBUs and measure market share and growth. In addition, these approaches focus on classify-
ing current businesses but provide little advice for future planning.

1 Formal planning approaches can also place too much emphasis on market-share growth
or growth through entry into attractive new markets. Using these approaches, many corapa-
nies plingad into unrelated and new high-growth businesses that they did not know how to
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manage—with very bad results. At the same time, these compagies were often too guick ta
abandon, seli, or milk to death their healthy matire businesses. As a result, many companies
that diversified too broadly in the past now have narrowed their focus and golten back to the
basics of serving one or a few industries that they know best.

Because of such problams, many companies have dropped formal matrix methods in
favor of moere customized approaches that are better suited to their specific sitnations.
Morenver, unlike former strategic-planning efforts, which rested mostly in the hands of senior
ranagers at company headquarters, today’s strategic planning has been decentralized.
Ingreasingly, companies are placing rasponsibilily for strategic planning in the hands of cross-
functional teams of divisional managers who are close to their markets.

For example, consider The Walt Disney Cornpany. Most people think of Disney as theme
parks and wholesome family entertainment. But in the mid-1980s, Disney set up a powerhul,
centralized strategic planning group to guide the company’s direction and growth, Owver the
next two decades, the strategic planning group turned The Walt Disney Coumpany into a huge
but diverse collection of media and entertainment businesses. The newly transformed com-
pany proved hard to manage and performed unevenly. Recently, Disney's new chief executive
disbanded the centralized strategic planning unil, decentralizing its functions to divisional
managers (see Real Marketing 2.1).

When you think of The Walt Disney Company, you prota-
53 e S by think first of theme parks and animated films. And no
waonder. Since the release of its first Mickey Mouse cartoon mers than
75 years ago, Disney has grawn to become the undisputed master of
faraily entertainment. It perfected the art of movie animation. Fram
piongering fiims such zs Snow White and the Seven Dwards,
Fantasia, and Fingcchio to more recent features such as Monsters,
Inc., Finding Nemo, The Incredibles, Valient, and Cars, Disnay has
brought pure magic to the theaters, Hiving rooms, and hearts and
rningds of gudiences around the world. -

But perhaps nowhere is the Disnay magic more apparent than at
the comgany’s premier thems parks. Each year, some 43 million peo-
ple flock to The Walt Disney. \World Resort alone—-14 times more than
visit Yellowstona National Park—making it the worid’s number ane
tourist attraction. What brings s0 many pecple to The Walt Disney
World Resort? Part of the answer ligs in its many attractions. The
! resort's four major theme parks—Magic Kingdom, Epcdt, Disney-
MGM Studios, and Disiey’s Animal Kingdom—Ibrim with such attrac-
tions as the Twilight Zane Tower of Terror, Sparin® Over Califarnia, the
Kilimaniaro Safaris, and Big Thunder Mouniain Railroad.

But the real “Disney Magic” lies in the company's obsessive dad-
ication to its mission to "make people happy” and to “make a dream
come true.” Disney goes to extremes to fulfil guests” expectations
and dreams. Its theme parks are so hihly regarded for outstanding
custorner service that many of America's leading corporazions send
managers to Disney University to learn how Disney does it

You might be surprised to learn, however, that theme parks and
mowvies are only part of a much bigeer Disney story, Parks and resorts
account far only about 25 percend of today's Disnay empire; movies
and entertainment make up another 28 percent. The rest comes T
from a diverse portfolio of businesses that have bean acquited BY £ morg than 75 years, The Walt Uisney’fnﬁpany has been the
Disney over the past two decades. undisputed master of family entertainment. But it will take masterful

In fact, The Walt Disney Company has become a real study 5 gtrateqic planning—along with some hig doses of the famed “Bisney
strategic planning. In 1985, Disney's then-new caief afficer, Michael  magic"—to give the modern Disney a happy-ever-after ending.

Eisner, set up a high-powered, centralized strategic planning unit, )
charged with seeking out and nuriuring new growth opportusities . ’ feontinues)
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and setting the company's strategic path. Throughout the late 1980s
and the 19905, seeking growth, the strategic planning group engi-
neered a senes of major acquisitions, including the mid-1990s pur-
chase of Capital Citles/ABC, which almost doubled Disrey's size.

By the eary 20005, the group had transformed The Walt Disney
Company into a $3G billion international media and enteriainment
colossus. The company now owns al or part of hundreds of compa-
rHes and divisicns, organized into four major bUSiness groups:

Studio Entertainmert: Four telavision production companies, eight
mavie and theatricat production companies, and a distribution
eampany (including Walt Disney Pictures, Touchstone Piclures,
Hellywood Pictures, Mirarnax Films, Dimension Films, and
Buena Vista Theatrical Preductions); and four music labels
{Walt Disney Recards, Hollywood Records, Buena Vista
Records, and Lyric Sireet Records).

Mecdlia Networks: A major broadcast television netwark {ABC, plus
tan company-owned television stations); a dozen cable television
networks (ncluging the Disasy Channel, Toon Disney, SOAPne,
£SPN, ARE, the History Channel, Lifetime Tefevisian,

E! Entertainment. and ABC Family); three radic networks (ESPN

Radio, ABC Radio, and Disney Radio, plus more than seveniy

radio stations); and the Walt Disney Internet Group {nineteen

Internet sites including Disney Onling, Disney's Daily Blast,

ABC.com, ESPN_com, Famity.com, NASCAR.com, and

NBA com).

Fariks and Resorts: Eleven parks and thnrty-five resort hotels on three
continents (including Disneyland Resort Pacis, Tokyva Disney
Resaort, and Hong Kong Disneyland); Disney Cruise Line; Disney
Vacation Club: and ESPN Zone,

Conisurner Procicts:  Three Disney Merchandise Licensing
divisions; four Oisney Pubtishing dedsions (including Hyparion
Bocks, Disney Press, and Disney Advenfures, the number ane
children’s magazine in the United Siates); the Baby Einstein
Company (developmental media for infants); four Disnay Retail
graups (including Cisney Stores Worldwide and Disney Direct
Marketing); and Buena Vista Games {Disney content for the
interactive gaming community).

Whew! That's an impressive list. However, for Disney, managing
this diverse porfolio of businesses has become & real Mansters, Inc.
Buring the last half of the 1980s, the smaller, more focused Disney
experienced soaring sales and profils. Revenues grew at an average
rate of 23 percent annuzally; net income grew at 50 percent annually.

In contrast, at least until recently, the larger, more complex Disney
has struggled for consistent profitability and growth.

Disney's centralized strategic planning group frequently bore the
blame for the transformed company’s uneven performance. Cperating
from on high, the growun reached for the stars—overreached, according
to some. Many critics assert that the company has grown too large,
too diverse, and too distant from the core strengths that made if so
successful in earlier years. At the same time, the strategic planning
group reviewed and cften rejected the strategies proposed by the
company's husiness unit managers. The group was criticized for
"having too much power and quashing ideas that weren't its own,”
notes one analyst. it even came to be called by some “the business
prevention departmeant,”

tn 2G04, disagreernents over Disney’s long-term strategic direction
erupted into high-level boardroom brawls, resulting in Eisner's auster
as chairman and resignation as CED. Tellingly, less than fwo weeks
after assuming the reins at The Walt Disney Company, new Chief
Executive Rolwert Iger set a prionty of decendralizing the company's
strategic planning. In a move popular with most Disney éxecutives,
iger broke Up the centralized strategic planning group, retirning most
of the graup’s functions to Disney’s division managers. He is betting
that the individual business units, which are closer 0 their markets,
can do a hefter job of planning growth strategies than the cenfralized
urit did. As part of an expected corporate averhaul, Jger will no doubt
take a fresh look at Disney's disparate portfolio of businesses.

Thus, for Disney, bigger isn't necessarily hetter, And more decentral-
ized strategic planning seems ta make better sense than on-high plan-
ning. One thing seems ceriain: Creating ust the right biend of busingsses
to make up the new Magic Kingdom won't be easy, [t will take masterful
strategic planning~-along with some big dosas of the famad “Disney
magic"—to give the modern Disney stary a happy-ever-after ending.

Sources: Merigsa Marr, “Disney Cuts Strategic-Flanning Unit,” [dad
Streat Journal, March 28, 2008, . A3; Jacqueline Doherty, “Better Days
for Disney,” Baron's, March 21, 2008, p. 14; Laura M. Holson, "Disney
fntends to Overhaul Planning Unit," Mew York Times, March 26, 2005,
p. C2; Robert Miles, "Disney Stams Universal in 2009 Theme Park
Attendance,"” December 27, 2005, accessed at www.themeparkinsider,
camMumeZ00512/24 Nidiana Koranteng, “Parks Persist in the Face of
Calamity,” Amusement SBusiness, January 2006, op. 6-7; "The Walt
Disney Company," Hoover Company Records, June 15, 2006, p. 11603,
and anfermation from wwaw.disney. go.com, Novermber 2006,

Developing Strateglies for Growih and Downsizing

Beyond evaluating current businesses, designing the business portfolio involves finding husi-

Product/market

expansion grid

A portialio-plansing ool lur
idenlifying company growth
opportunities through market
senetration, market
deveiopment, product
development, or
diversifization.

nesses and products the compuny should consider in the future. Companijes need grawth if
they are to compete more effectively, satisfy their stakeholders, and atiract top talent. “Growth
Is pure oxygen,” states one executive. “It creates 4 vital, enthusiastic corporation wheve peo-
ple see gennine opportunity.” At the same tima, a finn must be careful not to maks growth
itself an objective. The company’s objective must be “profiteble growth.”

Marketing has the main respunsibility for achieving profitahle growth for the company.
Marketing muat identify, evaluate, and select market opportunities and lay down strategies
for capturing them. One wseful device for identifying growth opportunilies is the
product/market expansion grid, shown in Figure 2.3.* We apply it here to Starbucks:
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FIGURE 2.3 Existing Mew
The praduct/market products products
expansion grid :
b . g Existing
markets
Mewy
markets

More than 20 years ago, Howard Schmltz hit on the idea of bringing a European-
style coffeehouss to America. People needed to slow down, he believed—tn “smell
the coffee” and enjoy lifo a little mare. The result was Starbucks. This cofferhonse
doesn't sell just coffee, it sells The Starbucks Experience. “There's the Starbucks
ambience,” notes an analyst, “The music. The comfy velvety chairs. The smells.
The hissing steam.” Says Starbucks Chairman Schultz, “We aren't in the coffee
business, serving people. We are in the people business, serving coffee.” People
around the globe now flock to
Starbucks, making it a powerhouse
premium brand, Some 35 million cus-
tomers now visit the company's more
than 11,000 stores worldwide each
week, Starbucks gives customers what
it calls a “third place”—away from
home and away from work.

Growth is the engine that keeps
Sturbucks perking—the company tar-
gets (and regularly achleves) jaw-
dropping revenue growth exceeding
20 percent sach year. Starbucks’ suc-
cess, however, has drawn a full litter of
copycats, ranging from direct competi-
tors such as Cartbou Colfes to fast-food
merchants {such as McDonald's
WeCale) and even discounlers (Wal-
Mart's Kicks Caffee). To maintain its
phenomenal growth in an increasingly

E2 Strategies far growth: To maintain its phenomenal growth in an increasingly overcatffeinated marketplace, Starbucks
overcaffeinated marketplace, Starbucks has brewed up an ambitious multipranged must hrew up an ambitious, muli-
gravith strategy. pronged growlh strategy.

First, Starbucks management might consider whether the company can achieve deeper
Market penetration market penetration—making mare sales to current customers without changing its producis,
A strategy far cempany Tt might add new stores in current market areas to make it easier for more customers to visit.
growth by increasing sales of - In fact, Starbucks is adding an average of 34 stores a week, 52 weeks a year—its ultimate goal
current croducts to current is 30,000 stores wordwide, Improvements in advertising, prices, service, menu selection, or
market segmeants without store design might encourage customers to stop by mare often, stay longer, or to buy more dur-
chznging the produst, ing sach visit. For example, Starbucks has added dvive-through windows to many of its

stores. A Starbucks Card that lets customers prepay for coffee and snacks or give the gift of
Starbucks to family and frisnds. And to get customers to bang around longer, Starbucks offers
wireless Internet avcess in most of its stores.

Market development Second, Starbucks management might consider possibilities for market development---
A strategy for company idenlilying and developing new markets for its current products. For instance, managers
growth oy identifying and cauld review new démographic markets. Perhaps new groups—such as seniors or ethnic
develaging ngw. market- groups—could be encouraged o visit Starbucks coffee shops forthe first time or to buy
segmenis for current’ more from them. Managers also covld review new@eographical markefs. Starbucks is now
“eompany products. expanding swiftly into new U.S. markets, especiaily smalter cifies. And it’s expanding

- rapidly in new global markets. In 1998, Starbueks had onfy 11 coffeehouses outside North
America. It now has more than 3,000, with plenty of room to grow. “We're just scratching
the saxface in China,” suys Starbucks’s CEQ, “We have 150 stores and the potential for more
than 2,000 there.”
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Praduct deveicpment

& strategy for company
growth by offering rmodited or
new products to current
market segments.

Diversification

A skrategy for company
growth through starting ug or
acauinng businesses gutside
the company's current
products and markets.

Dewnsizing

Remuring the business
portfolio by eliminating
products of Dusiness Units
that are not profitaile or that
no longer fil the company's
overall strategy.

Third, management could copsider praduct development—offering modified or new
products to current markets. For example, Slarbucks has introduced new reduced-calorie
options, such as Frappuccino Light Blended Beverages. It recently added Chantico, an indul-
gent chocolate beverage, to ils menu to draw in more non-coffes drinkers. To capture con-
sumers who brew their coffes at home, Starbucks hay also pushed into America’s superinarksl
aiskos. It has a cobranding deal with Kraft, under which Starbucks roasts and packages its cof-
fee and Kraft markets and distributes it. And the company is forging ahead into new con-
sumer categories. For example, it has brought out a line of Starbucks coffee liquenrs.

Foucth, Starbucks might consider diversification—starting up or buying businesses out-
side of its current products and markets. For example, in 1999, Starbucks purchased Hear
Musie, which was so suceessful that it spurred the creation of the new Starbucks entertain-
ment division. Beginning with just selling and playing compilation CDs, Hear Music now has
its own XM Satellite Radio station. It is alsa installing kiosks {called Media Bars} in select
Starbucks atores that let customers download music and burn their own CDs while sipping
their lattes. As a next step, Starbucks is investing in Hear Music retail outlets, which will be
music stores first and coffee shops second.

In a more extreme diversification, Starbucks has pa:inered with Lion’s Gate ta coproduce
movies and then market them in Starbucks coffee houses. Starbucks supported the partner-
ship's first film, Akeelah and the Bes, by sprinkling flashcards around the stores, stamping
the movie’s logo on its coffee cups, and placing spelling-bee caliber words on the store chalk-
boards. This new venture has left some analysts asking whether Starbucks is diversifying too
beoadly, at the risk of losing its market focus, They are asking, “What do movies have te do
with Starbucks coffee and the Starbucks experience?”?

Companics must not only develap strategies for growing their business portfolios bat also
stratepies for downsizing them. There are many reasons that a firm might want to abandon
products or markets. The market envivonment might change, making soms of the company’s
products or markets less profitabis. The firm may bhave grown {oo fast or entered arsas where
it lacks experience. This can cccur when & firm enters too many foraign markets without the
proper reseqrch or when a company introduces new products that do not offer superior cus-
tomet value, Finally, some products or business units simply age and die. One marketing
expert summarizes the problem this way:

Companies spend vast amounts of money and time launching new brands, leverag-
ing existing ones, and acquiring rivals. They create line extensjons and brand exten-
sicns, not to mention channel extensions and subbrands, to cater w0 the growing
numbar of niche segments in every market. . . . Surprisingly, most businesses do not
examine their brand portfolios rom time to lime o check if they might be selling too
many brands, identify weak ones, and kill unprofitabie ones. They tend to ignore
loss-tnaking brands rather than merge them with healthy brands, sell them off, or
drop them. Consequently, most portfolios have become [jammed] with loss-making
and marginally profitahle brands. Moreover, the surprising truth is that most brands
don’t make money for commpanies. Many corporations generate less than 8¢ to 90 per-
cent of their profits from fewer than 20 percent of the brands they sell, while they
[ose money or barely break even on many of the other brands in their portfolios.

When a firm finds brands or businesses that are unprofitable or that no longer fit its over-
all sitategy, it must carefully prunc, harvest, or divest them. Weak businesses usually requirs
a disproportionate amount of management attention. Managers should focus on promising
growth opportunities, not fritter away energy trying to salvage fading ovnes,

Planning Marketing: Partunering to Build
Customer Relationships

The company's strategic plan establishes whal kinds of businesses the company will operate
in and its objectives for each. Then, within each business unit, maore detailed planning takes
place. The major functional deparimenls in each unit—marketing, finance, accounting, pur-
chasing, operations, information systems, human resources, and others—must work together
ip accomplish sirategic objectives.

Marketing plays a key tole in the company’s strategic planning in several ways. First, mar-
keting provides a guiding philosophy—the marketing concept—that suggests that company
strategy should revolve around building profitable relationships with important consumer
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groups. Second, marketing provides inputs to strategic planners by helping to identify attzactive
market opportunities and by assessing the firm’s potential Lo take advantage of them. Finally,
within individual business units, marketing designs sirategies for reaching the unit’s vbjsctives.
Onee the unil's objectives are set, matketing's task is to help carry them out profitahly.

Customer value and satisfaction are important ingredients in the marketer’s formula for
seccess. However, as we noted in Chapler 1, marketers alone canmat produce supsrior value
for customers. Although it plays a leading role, marketing can be only a partner in attracting,
keeping, and growing customers. In addition to custemer relationship monagement, mar-
keters must also practice partner relationship management. They must work closely with
partners in other company departments to form an effective value chain that serves the cus-
tomer. Moreover, they must partner effectively with other companiss in the marketing system
to form a campstitively suparior value-delfvery network. We now take a rloser look at the con-
cepts of a company value chain and value-delivery network.

Partuering with Other Company Departments

Liach company department can be thought of as a link in the company’s value chain,' That is,
each department earries out valus-creating activides to desipn, produce, markst, deliver, and
support the firm’s products. The firm’s suncess depends not only on how wel! sach departient
performs its work but also on how well the activities of various departments are coordinated.

For example, Wal-Mart’s gnal is to create customer value and satisfaction by providiang
shoppers with the products they want at the lowest possible prices, Marketers at Wal-Mart play
an important role. They learn what customers need and stock the stores’ shelves with the
desired products at unbeatable low prices. They
prepare advertising and merchandising prograrms
and assist shoppers with customer service.
Through these and other activities, Wal-Mart's
marketers halp deliver value to customers.

However, the markelting department needs
help from the company's other departments.
Wal-Mart's ability to offer the ripht products at
low prices depends un the purchasing depart-
ment's skill in developing the needed suppliets
and buying from lhem al low cost. Wal-Marl's
information technology department must pro-.
vide fast and accurate inforination about which
products are selling in each store. And its oper-
alions people musl provide effective, low-cost
merchandise handling.

A company’s value chain is only as strong
as its weakest link. Success depends ont how
well each department performs its wotk of

Al The value chain: Wal-Mart's ability to offer the right products at low prices adding customer value and on how well the
depends on the contributions of people in all of the company's departments— activities of various departments are coordi-

marketing, purchasing, information systems, and operations.

nated. At Wal-Mart, if purchasing can’t wring
the lowest prices from suppliers, or if opera-
tions can’t distribute merchandise at the lowest costs, then marketing can’t deliver on its
promise of lowsst prices.

Ideally, then, a campany's different functions should work in harmony to produce value
for consumers. But, in practice, departmental relations are full of conflicts and misunder-
staredings. The marketing department takes the consumer's point of view, But when marketing
tries to develop customer satisfaction, it can cause other departments to do a poorer job in
their terms. Matketing department actions can increase purchasiog costs, disrupt production
schedules, increase inventories, and create budget headaches. Thus, the other departments
may resist the marketing department’s efforts,

Yet marketers must find ways to get all departments to “think consumer” and to
develop a smoothly fanctioning value chain. Marketing managers need to work closely with
managers of other functions to develop a system of functional plans undey which the differ-
ent departments can work together to accemplish the company's ovearall strategic objectives.
The idea is to “maximize the customer experience across the organization and its various
customer touch points,” says a marketing consultant, JTack Welch, GE's highly regarded for-
mer CEQ, told his employees: “Companies can't give job security. Only customers can!” He
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emphasized that afl GE peopie, regardless of their department, have an impact on customer
satisfaction and retention. His message: “If you are not thinking customer, you are not
thinking."?

Partnering with Others in the Marketing System

In its qusst to create customex value, the firm needs to look beyond its own value chain and
into the value chains of its suppliers, distribulors, and, ultimately, customers, Consider
MeDonald’s. McDonald's nearly 32,000 restaurants worldwide serve more than 50 million cus-
tomers daily, capturing more than a 40 percent share of the burger market.”® People do not
swarm to McDonald’s only because they love the chain’s hamburgers. In fact, consumers typi-
cally rank McDonald’'s behind Burger King and Wendy's in taste. Consumers flock to the
McDoneld’s sysfem, not just to iis food products. Throughout the world, McDonald's [insly-
tuned sysiem delivers a high standard of what the company calls QSCV—quality, service,
cleanliness, and value. McDonald's is effective only to the extent that it successfully parmers
with its ranchisees, suppliers, and others to jointly deliver exceptionally high customer value.

tore companies today are partnering with the other members of the supply chain to
impyrove the performance of the customer value-delivery network. For example, Toyota
knows the importance of huilding close relationships with its suppliers. In fact, it even
includes the phrase “achieve supplier satisfaction” in its mission statement.

Achieving satisfying supplier relationships has been a cornerstone of Toyota’s siun-
ning success. .S, competitors often alienate their suppliers through self-sevving,
heavy-handed daalings. “The [U.5. automakers] sat annual cost-reduction targets [for
the parls they buyl,” says one supplier. “Io realize those targets, they'lf do anything.
IThey've unleashed] a reign of terror, and it gets worse every year.” Says another,
“[Ford] seems to send its people to “hate school” so that they learn how to hate sup-
plisrs.” By contrast, in survey after survey, auto suppliers rate Toyota as their most
preferred cugtomer. Rather then bullying suppliers, Toyota partmers with them and
helps them to meet its very high expectations. It learns about their businesses, con-
ducts joint improvement activities, helps train their employees, gives daily perfor-
mance feedback, and actively seeks out supplier concerns. Says one delighted Toyota
supplier, “Toyota helped us dramatically imprave eur production system. We started
by making one component, and as we improved, {Toyata] rewarded us with orders
for more components. Toyola Is owr best customer.”
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Such high supplier satisfaction means that Toyota van rely on suppliers to help it
improve its own quality, reduce costs, and develop nsw products quickly. For exam-
ple, when Toyota recently launched & program to reduce prices by 30 percent on 170
parts that it would buy for its next generation of caws, suppliers didn’t complain.
Instead, thay pitched in, trusting that Toyota would help them achieve the lurgeted
reductions, in turn making them nrore competitive and profitable in the luture. In all,
creating satisfied suppliers helps Toyota to produce lower-cost, higher-quality cars,
which in turn results in more satisfied customers.™

Increasiugly in today’s marketplace, competition no longer takes place batween individ-
ual competitors. Rather, it takes place between the entire value-delivery networks created by
these competitors. Thus, Toyota's performance against Ford depends on the quality of
Toyota's averall value-delivery network versus Ford’s. Even if Toyota makes the best cars, it
might lose in the marketplace if Ford's dealer network provides more customer-satisfying
sales and service.

Marketing Strategy and the
Marketing Mix

The strategic plan defines the company's overall mission and objectives. Marketing's role and
activities are shown in Figurs 2.4, which summarizes the major activities involved in manag-
ing a customer-driven markesting strategy and the marketing mix.

Consumers stand in tha center. The goal is to create value for customers and build stzong
and profitable customer relationships. Next comes markeling strategy—ihe marketing logic
by which the company hopes to create this customer value and achieve these profitable rela-
Honships. The company decides which customers it will serve [segmentation and targeting)
and horw it will serve them [diffeventiation and positiening). It identifies the total market.
then divides it into smaller segments, selects the most promising segments, and focuses on
serving and satisfying customers in these segments,

Cuided by marketing strategy, the company designs an integrated marketing mix made up
of facters vnder its control—product, price, place, and promciion (the lour Ps). To find the
best marketing strategy and mix, the company engages in marketing analysis, planning,
implementation, and contral. Through these activities, the company watches and adapts to
the actors and [wroes i the marketing environment. We will now look briefly at each activity,
Then, in later chapters, we will discuss sach one in more depth.

FIGURE 2.4 [ Competitors

Managing marketing strategy intermediaries
and the marketing mix ;

: Cu,?{koni_ef .
value and
 ralatieniships

Suppliers % - " publics




48 Part 1 Defining Marketing and the Marketing Process

Market sepmentation
Dividing a market into distinct
groups of buyers whao have
distinct needs,
characteristics, or behavior
aned who rmight recguire
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marksting progrants.
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A group of consumers who
respond in a similar way Lo a
given set of marketing effcris.

Market targeting

The process of evalualing gach
market segment's
attractivensss and selecting
one or more segments to ender.

Customer-Driven Marketing Strategy

As we emphasized throughout Chapter 1, to succeed in today’s competitive marketplace,
companies need to be customer centered. They must win customers from competitors, then
keep and grow them by delivering greater value. Bul before it can satisfy consumers, a com-
pany must first understand their needs and wants. Thus, sound marketing requires a careful
customer analysis.

Companies know that they cannot profitably serve all consumers in a given market—at
least not all consumers in the same way. There are too many different kinds of consumers
with too many different kinds of needs. And most companies are in a position to serve
some segmenis better than others. Thus, each company must divide up the total market,
choose the best segments, and design strategies for profitably serving chosen segments.
This process involves markef segmentation, target markeling, differentiation, and market
positioning.

Miarket Segmentation

The market consists of many types of customers, products, and needs. The marketer has to
determine which segments offer the best opportunities. Consemers can be grouped and
served in various ways based on geographic, demographic, psychographic, and behavicral
factors. The process of dividing a market into distinct groups of buyers who have different
needs, characteristics, or behaviors, whe might require separate products or marketing pro-
grains is called markel segmentation.

itvery market has segments, but not all ways of segmenting a mackel are equally useful.
For example, Tylerrol would gain little by distingnishing between low-income and high-
income pain reliever users if both respond the same way to marketing effarts. A market seg-
ment consists of consumers who respond in a similar way to a given set of marketing sfforts.

" Iix tha car market, for exampls, consumers who want the bigpest, most comiortable car regard-

less of price make up one market segment. Consumers who care mainly about price and oper-
ating economy make up another segment. It would be difficult to make one car model that was
the first choice of consumers in both segments. Companies are wise to focus their efforts an
meeting the distinct needs of individual market segments.

Market Targeting

After a company has defined market segments, it can enter one or many of these segments.
Market Eargeting involves evaluating each market segment’s attractiveness and selecting one
0T Inore segirents to enter. A company should target segments in which it can profitably gen-
erata the greatest customer value and sustain it over time.

A compeany with limited resources might decide to serve only one or a faw special seg-
ments or “market niches.” Such “nichers” spucialize in serving customer segments that
major compstitors overlook or ignore. For example, Ferrard sells only 1,500 of its very
high-performance cars in the United States each year, but at very high prices—from an eye-
apening $287,020 for its Ferrari Superamerica model to an absolutely astonishing 32 mil-
lion for its ¥XX super sports car, which can be driven only on race tracks (it sold 10 in the
United States last year). Most nichers aven’t quite so exatic. White Wave, maker of Silk
Soymilk, has faund its niche as the nation’s largest soymilk producer. And by operating in
the shadows of soft drink piants like Coca-Cola and Pepsi, nicher Jones Soda has learned
that small can be beauttful—and very profitable {see Real Marketing 2.2].

Alternatively, a company might choose to serve several related segments—perhaps those
with different kinds of customers but with the same basic wants. Pottery Barn, for example,
targets kids, teens, and adults with the same lifestyle-themed merchandise in different out-
lets: the original Pottery Barn, Pottery Barn Kids, and PB Teen. Or a large company might
decide to offer a comgplets range of products to serve all market segments. Most companies
enter a new markst by serving a single segment, and if this proves sucecesstul, they add seg-
ments. Large companies eventually seek full markel coverage. They want to be the General
Motors of their industry. GM says that it makes a car for every “person, purse, and personal-
ity.” The leading company normally has different products designed lo meet the special nesds
of rach segment.

kMearket Differentiation and Positioning

After a company has decided which market ssgments to enter, it must decide how it will diffes-
entlate its market offering for each targeted segment and what positions it wants to occupy in
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Lvery great product has a secret formula. Coca-Cola's leg-
. endary recipe is locked deep within the vauits beneath its
Atlanta Readguarters. KFC mixes different parts of 4s 11 herbs and
spices at tree separate facrlities to safeguard lhe Colonel's secret
hleng. And McBonald’s henied down its ariginal special-sauce mix
for Big Macs last year as part of its turnaround effort,

lores Soda, the small Seattie soft drink maker, has its own
secret ingredient—one that hias created buzz, produced 30 percent
yearly revarue growth in a flat beverage rmarket, drawn majar distri-
bution pariners such as Starbucks and Target, and brought in $34
miflion in gnnual revenue. That ingredient: a small but growing fol-
lowing of devout cusiomers. These are not just zny cuslomers—
lones Snda knows its nicne. it targets young buyers—12- to 24-
vear-clds—-who appreciate the brand's wacky, Irreverent attitude.
By focusing on these custcmers, listening to them, and giving them
what they wani, Jones Soda is thriving in the shadows of the zoft
drink giants.

Virtuaily everything about a Jones Sods, from lahels (o flavars,
comes from its carejully targeted customers. That's imporiant
because “the reglity is thai consumers don't negd our 5"
founder and CEC Peter van Stolk says unapologetically. The world
igny't necessarily clamornng for another soda, even i il tastes ike
hlue bvbhie gum. So now da you sall an cnnecessary product? I
youw're van Stolk, 2 41-year-old jormer s& instruclor who slarted
lones 10 years ago, you hand the product over o customers,
Strategy gurus might call that a good example of how to “cocrsale
unique valve.” Van Siclk has a more down-to-earth hut no less pro-
found way to describe it: “People get firad up about Johes because
it's theirs.”

It all started with the Web site Jones Scda launched in 1997,
Hundreds of comments poured in from customers, and van Stolk
quickly took &p thelr suggestions and online votes for neon colors,
wacky names {like Fufu Berry, Whoop Ass, MF Grape, Haopy,
Bugjuice, and Bads Bing!l, and vffbeat lavors (incluging blue bub-
Mepum, crustied malon, and twisiad lime—or even strange seasonal
flavars like fruitcake or turkey and grawyl. Ever the "Deep
Thoughts"—-like quotes icund on tne Web site and underneath bertle
czps (s not broken, it just needs duct tape” }—caome straight from
Jones enthusissts.

Van Stolle also encouraged customers o submiz phoios, and the
sccentric and strangely caplivating images on Jones’s stark black-
and-while bettle labeis have come largely from fans. And as the site
hecame flooded with hundreds of thousands of cute, but useless,
baby snapshots, he launched mydones to offer customers 12-packs
of snda customized with their own pnotos and sayings for 334,95
Mylanes has since blgssomed inte one of the cornerstones of the
Janes Soda brard.

Jones aiso stays close toits 12- to 24-year-old customers with &
nair af roving RVs. The two flame-fastooned vehicles spend nins
months out of the y=ar visiting Jones-friendly sites, from small skate
parks in the midcle of nowhere to major exireme-games competi-
tions such as the X Games. The RVs also turn up in pfaces whera
thev're less weicome, such as high schools to which they weren’t
inviled. "The mare deviant you can be, the hefter,” says RV driver
Cirris King, 32, on a crackling cell phone. "Kids love to s&e you gar
kiched out ¢f places. |, personally, am banred from Massau County
i Mew York." The idea is simple. Kids come in and grab a bunch of

Jomes 5ada sticks closely to its niche—virtually everything about a
Jones Seda, from labels to Aavors, come directly from its carefully
targeted customers.

Jones Snda stuff—buttons, stickers, key chains—while King studies
them for a menial invantoey of what's hot and whal's not.

Whereas its mainstream comaoekitors wark at making something
for everyone, Jones Soda understands the imperance of sticking to
its niche. As only van Stolk can put §f, “The customer’s not always
right. |Bleep] that, If you're always trving to cater (o everyons, you
~ave ng scul.” To van Stolk, the Web site, the labeis, the Rifs, and the
various stunts jls? ado Up to Deing in syne with farget customers. “lt's
tre giffererce between being real and saying you're real,” van Sicik
says, taking a nob-so-sublls swipe at a certain “Real Thing" megasi-
wal, “If you're sble to listen fo customers from their perspective,” he
says, "nol evenything they say will make sense. Mot everything they
do will te right. But you'tl know more about whst you have to do
because of it.”

Slaying sa close to customers witl becoms more of a challenge as
Jones grows and its customers start buying its soda at the likes of
Fanera Bread, Target, Barnes & Mobie, and Starbucks insteac of the
el skate snop, Buf so far, Jones Soda has learned that smalt can
bie beautiful—and very profitable. Ower the past two years, sales have
snared 67 percent; prefits kave more than quadrupled.

Sources: Adapted fram Ayan Uncerwsod, "Cracking Jones Soca's Secret
Farrula,” Fast Compary, March 2005, oo, 74-75. Addiional informa-
t1on from Christopher Smerer, "Soda Jerk,” Forbes, April 11, 2005, p. 74;
#ate MacArthur, "Quirky Jones Scda and Steps into Mainstream,”
Adverlising Age, March 27, 2006, p. 1; and www joressoda.com,
accessed Dacernber 2006,
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B Market posttioning: Whether it's an everyday moment or the moment of a
lifetime, “[ife takes Visa.”

Positioning

Arranging for a product fo
gCoupy a clearn, distinclive,
and cesirable place relalive
to competing products in
the minds of target
consumears.

Differentiation

Actually differentialing Lhe
mas ket ofiering 1o create
suUpenor customer value.

Marketing mix

The set of controllzble tactcal
marieting tos—praduct,
price, place, and promotion—
that the firm blends i
praduce the response it
wants in the target markat,

those segntents. A product’s position is the place
the product occupies relative to competitoes in
consumers’ minds. Marketers wani 10 develup
unique market positions for their products. if a
product is perceived to be exactly like others on
the market, consumers would have no reason to
buy it.

Pasitioning is arrunging for a product to
occupy a clear, distinctive, and desirable place
relative to competing products in the minds of
target consumers, As one positioning cxpert
puts it, positioning is “how you differentiate
your product or company—why a shopper wifl
pay a little more for your brand.”*® Thus, mar-
keters plan positions that distinguish thair
products from competing brands and give
them the grestest advantage in their target
markets.

BMW makes "“the ultimate driviog
machine”; Ford is “built for the road ahead”;
and Kia promises “the power to surprise.”
MasterCard gives you “priceless experiences”; and whether its an everyday moment or
the moment of a lifetime, “life takes Visa."” Target says "expeci more, pay less.” And at
Caesar’s Palace in Las Vegas, you can “live famously.” Such deceptively simple state-
ments form the backbone of a product’s marketing strategy.

In positioning its product, the company first identifies possible customer value differ-
ences that provide competitive advantages upon which to build the position. The company
can offer greater custemer value either by charging lower prices than competitors do or by
offering more benefits to justily higher prices. But if the company promises greater value,
it must then deliver that preater value. Thus, effective positioning begins with
differenliation, actually differentiating the company’s market offering so that it gives con-
sumers more value. Once the company has chosen a desired position, it must take strong
steps to deliver and communicate that position to farget consumers. The companuy’s enlire
marketing program should support the chusen positioning strategy.

Developing an Integrated Marketing Mix

After deciding on its overall marketing strategy, the company is ready to hegin planning the
details of the marketing mix, one of the major concepts in modern marketing. The markating
mix is the set of controllable, tactical marketing tools that the firm blends to produce the
response it wants in the target market. The marketing mix consists of everything the firm can
do to influence the demand for its product. The many possibilities can be collecied into four
grotps of variables known as the “four Ps™ product, price, place, and promotion. Figurs 2.5
shows the marketing tools under cach F.

Product means the goods-and-services combination the company offers to the target mar-
ket, Thus, a Ford Escape consists of nuts and bolts, spark plugs, pistons, headlights, and thou-
sands of other parts. Ford offers several Escape models and dozens of optional features. The
car comes {ully serviced and with a comprehensive warranty that is as much a part of the
product as the tailpipe.

Frice s the amount of money customers have {o pay to oblain the product. Ford calcu-
lates suggested retail prices that its dealers might charge for each Escape. But Ford dealers
rarely charge the full sticker prics. Instead, they negotiate the price with each customer,
wffering discounts, trade-in allowances, and credit terms. These actians adjust prices for the
current competitive situation and bring them into line with the buyer’s perception of the
car's value.

Place includes company activities that make the product available to target consumers.
Ford partners with a large body of independently owned dealerships that sell the company’s
many different models. Ford selects its dealers carefully and supports them strangly. The
dealers keep an inventory of Ford automobiles, demeonstrate them to potential buvers, negoti-
ate prices, close sales, and service the cars afler the sale.
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FIGURE 2.5 B
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Promotion means activities that communicate the merits of the product and persuade tar-
get customers to buy it Ford Molor Campany spends almost $2.4 billion each year on adver-
tising, more than $600 per vehicle, to tell consumers about the company and its many prod-
ucts.™ Dealership salespeople assist poteniial buyers and persuade then that Ford is the best
car for thern, Ford and its dealers offer special promnotions—sales, cash rebaves, low firrancing
rates—as added purchase incentives.

An eifective marksiing program hlends gll of the marketing mix elemoents into an inte-
grated marketing program designed to achieve the company's marketing objectives by deliver-
ing value to consumers. The marketing mix constitutes Lhe company's lactical tool kit for
establishing strong positioning in target markets.

Some critics think that the {four Ps may omit or underemphasize certain important activi-
ties. For example, they ask, “Whers are services™ Just because they don't start with a P
doesn't justify omitting fhem. The answer is that services, such as banking, airling, and retail-
ing services, are products too. We might call them service products. “Whese 1s packaging?”
the critics might ask. Marketers would answer that they include packaging as just one of many
product decisions. All said, as Figere 2.5 suggests, many marketing activities that might
appear to be left out of the marketing mix are subsumed under one of the four Ps, The issue is
naot whether there should be four, six, or ten Ps so mnch as what framework is most helpful in

" desigping intsgrated marketing programs.

There is another cancern, howsver, that is valid. I bholds that the four Ps concept takes
the seller's view of the market, not the buver’s view. From the buyer's viewpoint, in this age of
customer relationships, the four Ps might be better described as the four Cs:*’

4Ps 45
Product Customer solution
Price Customer cost
Place Convenience
Pramotion Communication

Thus, while marketers see themselves as selling products, customers see themselves as
buying value or salutions to their problems. And customers are interested in more than just
the price; they are interested in the total costs of obtaining, using, and disposing of a pruduct,
Customers want the pruduct and service to be as convenienlly available as possible. Finally,
they want two-way communication. Marketers would da well to think through the four Cs
first and then build the four Ps on that platform.
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SWOT anaiysis

An awerall evaluation of the
company's strengths (3)
weaknesses (W), opportunities
{Q1, and threats (T).

FIGURE 2.6
Marketing analysis,
planning, implementation,
and contral

Managing the Marketing Effort

In addition to being zood at the maerketing in ma.rketiﬁg management, companies also need to
pay attention to the manugenent. Managing the marketing process requires the four marketing
management functions shown it Figure 2.6—analysis, planning, implementation, end control.
The company first develops companywide strategic plans, and then translates thern ingo mar-
keting and other plans for each division, product, and brand. Through implementation, the
company turns the plans into actions. Contral consists of measuting and evaluating the results'
of marketing activities and taking corrective action where needed. Finally, marketing analysis
provides information and evaluations needed for all of the other marketing activities.

Marketing Analysis

Managing the marketing function begins with a complete analysis of the company’s situalion,
The marketer should conduct a SWOT analysis, by which it evaluates the company's overall
strengths (S), weaknesses (W), opportumnities (0), and threats {T} (see Figure 2.7). Strengths
include internal capabilities, resources, and positive situational factars that may help the
company to serve its custemers and achieve its objectives. Weaknesses include internal limi-
tations and negative situational factors that may interfers with the company’s performance.
Opportunities are favorable factors or trends in the external environment that the company
may be able to exploit to its sdvaotage. And theeals are unfavorable external faciors or trends
that may present challenges to performance.

The company must analyze its markets and marketing environment to find attractive
opportunities and identify cnvironmental threats. It must analyze company strengths and
weaknesses as well us current and possible marketing actions to determine which opportuni-
ties it can best pursue. The goal is to match the company's strengths to attractive opportuni-
ties in the environment, while eliminating or overcoming the weaknesses and minimizing the
threats. Markeling aualysis provides inputs to each of the other marketing management func- .
tions. We discuss marketing analysis more fully in Chapter 3.

Harksting Planning

Thraugh strategic planning, the company decides what it wants to do wilh each husiness
unit. Marketing planning involves deciding on marcketing strategies that will help the con-
pany attain its overall strategic objectives. A detailed marketing plan is needed for each busi-
ness, product, or brand. What does a marketing plan logk like? Chur discussion focuses on
product or brand marksling plans.

Tahle 2.2 outlines the major sections of a tvpinal product or brand marketing plan. (See
Appendix 1 for a sample marketing plan.} The plan begins with an executive summary, which
quickly overviews major assessments, goals, and recommendations. The main section of the plan
presents a detailed SWOT analysis of the current marketing situation as well as potential threais
and opportunities. The plan next states major objectives for the brand and outlines the specilics
of & marketing strategy for achisving them.

Planning r~-—-——-—§> . Control
Drevvelon strategic | Measure results

Evaluate resulis

Take corrective -
action

J

%

Devslop marksting
plans

9

. I

§
plans ;
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Marketing impiementation
The process that arns
marketing strategios and
pians ‘nto marketing 2ctions
_in arder to accamplish
stralegic marketing chjechives.
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FIGURE 2.7
SWOT anaiysis

Internal

External

Positive Negative

A marketing strategy comsists of specific strategies for target markets, positioning, the
markeling reix, and marketing expenditure levels. It outlines how the company intends to
create value for target customers in order to capture value in return. In this section, the plan-
ner explaing how each slrategy responds to the threats, opportunities, and critical {ssues
spelled out earlier in the plan. Additicnal sections of the marketing plan lay out an action
program for implementing the markeling strategy along with the details of a supporting
snuckeling budget. The last section outlines the contrels that will be used to moniter prograss,
measure return on marketing investment, and take corrective action.

Marketing Implementation

Planning good strategies is only a start toward successful marketing. A brilliant marketing
strategy counts for little if the company fails to implement it properly. Marketing implemen-
tation is the process that turns marketing plans into marketing actions in order to accomplish
strategic marketing objectives, Whereas marketing planning addresses the what and wiy of
marketing activities, implementatinn addresses the who, wihers, when, and how. '

Many managers think that “doing things right” (implementation) is as important as, or
even more impaortant than, “doing the right things” (strategy). The fact iz that both are critical
to success, and companies can gain competitive advantages through effective implementa-
tion. One firm can have essentially the same stralegy as another, yet win in the marketplace
through faster or better execution. 3till, implementation is difficult—it is often easier to think
up pood marketing stratagies than it is to carry them out. “Despite the enormous time and
encrgy that goes into siralegy development, . . . companics on average defiver only 63 percent
of the financial performance their strategies promise,” declares a marketing consultant. “To
close the strategy-to-performance gap, [companies need| better planning and execution.”!?

In an increasingly connected world, people at all levels of the marketing system must work
together to implement marketing strategies and plans. Al Black & Decler, for example, markel-
ing implementation for the company’s power tools, outdoor equipment, and ather products
requires day-to-day decisions and actions by
thousands of people both inside and outside the
organization. Marketing managers make daeci-
sions about targel sepments, branding, packaging,
pricing, promoting, and distributing. They talk
with enginesring about product design, with
manufacturing about production and inventory
levels, and with finance about funding and cash
flows. They also connect with autside people,
such as advertising agencies te plan ad cam-
paigns and the news media to oblain publicity
support. The sales force wrges Home Depot,
Lowe's, Wal-Mart, and other retailers 1o advertise
Black & Decker products, provide ample shelf
space, and use company displays.

Successful  marketing impismentation
depends on how well the company blends its
people, organizational structure, decision and
reward systems, and company rulture into a

Bl Marketers must continually plan their analysis, imptementation, and control cohesive action program that supports its straie-

activities.

gics. At all levels, the company must be staffed
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‘ A TABLE 2.2 Contents of a Marketing Plan

Section Purpase

Exacutive summary Presents a brisf summary of the main goals and recommendations of the plan for
management review, helping top management to find the plan's major points quickly. A
tahle of contents should follow the executive summary.

Current markating situation Describes the target market and company's positien in i, including information aboyj the
markat, product performance, competition, and distribution. This section includes:

« A markef descriptfon that defines the market and major segments, then reviews customer |
needs and factors in the marketing environment that may affect customer purchasing.

* A product review that shows sales, prices, and gross marging of the major praducts in the
product line.

+ A review of competition that identifies major competitors and assesses thair market
positions and strategies for product quality, pricing, distribution, and promotion.

» A review of distribution that evaluates recent sales trends and other developments in

i : major distribution channels.

i | Threats and spportunities analysis Assessas major threats and opportunities that the product might face, helping management
to anficipate important positive or negative developments that might have an impact on the
firm and its strategies.

Opjectives and issues States the marketing objectives that the company would like to attain during the plan's
term and discusses key issuas that will affect their attainment. For example, if the goal is
to achieve a 15 percent market share, this section looks at how this goal might be

: : achieved.

P . Marketing strategy Qutlines the broad marketing logic by which the business unit hopes to achieve its

: rmarketing abjectives and the specifics of target markets, pasitioning, and marketing

55 ‘ ! axpanditure levels. How wilt the company create value for customers in arder to capture

: : value from customers in refurn? This section also outlines specific strategies for each ;

marketing mix element and explains how sach responds 10 the threats, opportunities, and

: critical issues spelled cut eartier in the plan, .

| Action programs Spells aut how marketing strategias will be turned into specific action programs that

: answer the following questions: What will be done? When will it be dona? Who will da ii?

' How much will it cost?

Budgets Details a supporting marketing budget that is essentially a projected profit-and-lass
staternant. 1t shows expected revenues (forecasted number of units sold and the average net
priced and expected costs (of production, distribution, and marketing). The difference is the
projected profit, Once approved by higher management, the budget becomes the basis for
materials buying, preduction scheduling, personnel planning, and marketing operations.

Controls Dutlines the control that will be used to monitor progress and allow higher management fo

: review implementation results and spat products that are not meeting their goals. 1t

H includes measures of raturn on marketing investrment,

: by people who have the needed skills, motivation, and personal characteristics. The com-
pany’s formal organization structuré plays an important role in implementing marketing strat-
: egy: so do its decision and reward systems. For example, if a company’s compensation system
rewards managers for shogt-run profit results, they will have little incentive to work toward
fong-run market-huilding chjectives.

Fimally, to he successfully implemented, the firm's marketing strategies must fit with its
gumpany culture, the system of values and beliefs shared by people in the organization. A
study of America’s most successful companies found that these companies have almast cult-
like cultures huilt areund strong, market-criented missions. At companies such as Dell,
Nordstrom, Citicorp, and P&G, “employees share such a strong vision that they know in their
hearts what’s right for their company.™*

Marketing Depariment Organization

The company must design a marketing organization that can carry out marketing strategiss
and plans. If the company is very small, one person might do all of the research, selling,
advertising, customer service, and other marketing work. As the company expands, a market-




Marketing eontrol

Tha pracess of measuring
and evaluating the results of
rmarketng stretegies and
plars and faking corrective
action to ersure that
objectives ere achieved.

Marketing audit

A coemprehensiva, systematic,

independent, and perindic
examination of a comgany's
environment, abjectives,
sirategies, and activities to
determine problem areas and
opportunities and Lo
recommend a pian of action
t improve the company's
markeling performance.
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ing department emerges to plan and carry ont marketing activities. In large companias, this
department contains many specialisis. Thus, GE and Microsott have product and market ran-
agers, sales managers and salespecple, market rescarchers, advertising experts, and many
other specialists. To head up such large warketing organizations, many companies have now
created a chief marketing officer (or CMO)] position.

Modern marketing departments van be arranged in several ways. The most common form
of marketing organization is the functional organization. Under this organization, differsnt
marketing activities ate headed by a functional specialist—a sales manager, advertising man-
agor, marketing research manager, customer service manager, or new-product manager. A
company that selis across the eotntry or internationally often uses a geographic organization.
Its sales and marketing people are assigned to spscific countries, regions, and districts.
Ceographic organization allows salespesple to settls into a territory, get to know their cus-
tomers, and work with 2 minimum of travel time and cost.

Companies with many very different products or brands often create a product manags-
ment organization. Using this approach, a product manager develops and implements g com-
plete strategy and marketing program for a specific produst or brand. Product management
fivst appeared at Procter & Gamble in 1929. A new company soap, Gamay, was not doing well,
and a young P&G executive was assigned to give his exclusive attention to developing and
promoting this product. He was successful, and the company soon added other product man-
agers.® Since then, many firms, especially consumer products companies, have set up prod-
ucl inanagement crganizations,

For companies that sell one product line to many different types of markets and cus-
tomers that have different needs and preferences, a marke! or cuslomer manugentent organi-
zation might be hest. A market management organization is similar to the product manage-
ment organization. Market managers are responsible for developing marketing strategies and
plany for their specific markets or customers. This systern’s main advaniage is that the com-
pany is organized around the needs of specific customer segments.

Large companies that produce many different produets flowing into many different geo-
graphic and customer markets usually employ some combination of the functional, geo-
graphic, product, and market organization forms. This ensures that each function, product,
and market receives its share of management attention. However, it can also add costiy layers
of management and redure organizational flexibility. Still, the benefits of organizational spe-
cialization usnally oulweigh the drawbacks.

Marketing erganization has become an increasingly important issne in recent years. As
we discussed in Chapter 1, many companies are finding that today's marketing environment
calls for less focus on products, hrands, and territories and more focus on customers and cus-
tomer relationships. More and more companies are shifting their brand management focus
toward customer manogement—moving away rom managing just product or brand prof-
ilability and toward manaping customer profitability and customer equity. And many compa-
Dies now organize their marketing operations arcund major customers. For example, compa-
nies such as Procter & Gamble and Black & Decker have large teams, or even whole divisions,
set up to serve large customers such as Wal-Mart, Target, Saleway, or Home Depot.

Yarketing Control

Because many surprises oceur during the implementation of marketing plans, the marketing
department must practice constant marketing control. Marketing control involves evaluating
the resulis of marketing strategies and plans and taking corrective action to ensure that ohjec-
tives are attained. Marketing control invelves four steps. Management first sets spacific mar-
keting poals. It then measures its performance in the marketplace and evaluates the causes of
any differences between expected and actual performance. Finally, management takes cormec-
tive action to close the gaps between its goals and its performance. This may require changing
the activn programs ur even changing the goals.

Operating control invelves checldng ongoing performance against the anpoal plan and
taking corrective action when necessary. Its purpase is fo ensure that the company achieves
the sales, profits, and other goals set out in its annual plan. It also involves determining the
profitability of ditferent products, territories, markets, and chanpels.

Strotegic contral involves looking at whether the company’s hasic stratepies are well
maiched to its opportunities. Marketing strategies and programs can quickly become out-
dated, and sach company should periodically teassess its overall approach to the market-
place. A major tool for such sirategic control is a marketing audit. The marketing audil is
z comprehensive, systematic, independent, and periodic examination of a company's
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missien, setting nbjectives and goals, designing & husiness portfalia,
and devaloping functional plans. Deffing & clear company mission
beging with drafting a formal mission statement, which should be
market oriented, realistic, specific, motivating, and consistant with
the market environment. The mission is then tansformed into
detailed supporiing gogls and abjectives to guide the entire com-
pany. Based an those goals and objectives, headguarters designs a
Business perffolio, deciding which businesses and products should
receive more ot fewer resources. In turn, each business and produci
urit must davelop detafied marketing pfans in lng with the compa-
nywide plan.

. DHscuss how fo design business portfalies and develop strategies for

grovith and downsizing.

Guided by the campary's mission siatement and objectives, manage-
ment wlans its business porifofio, or the collection of busingsses and
products that make up the company. The firm wants to produce a
business portfolio that base fits its <krengths andg weaknesses to oppor-
tunities in the envirgnment. To do this, it must analyze and adjust its
current husiness portfelo and develop growth and downsizing strate-
gies for adjusting the fufure portfolio. The company might use & far-
mal pertfalic-clanning methad, But many companies are now design-
ing mare cusiomized portfalio-planring approaches that better suit
their urique situations. The productirarke! expansion grid supgests
four possible growth paths: market penetration, markat development,
peoduct development, and diversification,

. Assess marketing's rote in strategic planring and explain how mar-

keters parner with others inside and outside e firm to build profitable
custamer relationships.

Under the strategic pian, the major funclicnal depafiments—markating,
finarce, accounting, purchasing, operations, inforrmation syslams,
hsman resavrces, and athers—must work togatier b accompish strate-
gic objectives. Markating plays a key roe in the company's siraiegic plan-
ning by providing a marketing-cancent piicsophy and inputs regarding
altractive market opportunities, Within individual business units, market-
ing designa stratagies for reaching the unit's objectives and helos ta carry
them out profiiably.

Iarketers alane cannot produce sugerior value for customers. A
COMpRAy's success depends an how well each department perfarms
its custemer value-adding activities and how wetl the departments
wark together to serve the customer. Thus, marketers must practice
partner reiationship management. They must work closely with part-
ners in oiher comipany cepartments to form an effective value chain
that serves the customer. And fhey must pariner effectivery with other

companies i the marketing system to form a compelilively superior
vatue-defivery network,

. Descritie the elements of @ castomer-driven marheting strategy and mix,

and the forces that influence it

Cansumer value and relationships are at the center of markeling strat-
egy and proprams. Through market segmentaticn, market targeting,
differentiation, and market positioning, the cormpany divides the total
market into srmalier segmenis, selects segments it can best serve, and
decicges how it wants ta Dring value to target consumers. it then
designs an integrated markeling rmix to produce the response it wants
in the target market. The marketing mix ¢onsists of groduct, price,
place, and promotion decisions, .

. List the marketing management funciions, incleding the elements of a

marketing plae, and discuss the impartance of measuring and manag-
ing return on marketing, ’

Tt find the best strategy and mix and to put them into action, the
company engages in marketing analysis, planring, implementation,
and corttral. Trne main gomeanents of a8 marketing pfan are the
executive summary, current marketing situatian, threats and oppor-
wnities, abjectives and issues, marketing strategies, aclion pro-
grams, budgets, and controls. To plan good strategies is ofien eas-
ier than tc carny them ouk. To be successful, companies must also
be effective at inapfementation-—urning mérkating sirategies inta
marketing actions.

Much of the responsibility for implementaticn goes to the comi-
pany's marketing dapartmant. Marketing depastments can be orga-
nized in one ar a combination of ways: furclional marketing organiza-
tion, gecgrapiic organization, product management organizstion, or
markat management organization. |n this age of customer relation-
ships, more and mare cornpanies are rnow changing their oreaniza-
tional fazus from product or territary management to customer rata-
tionship management. Marketing arganizations carry out marketing
controd, both operating control and strategic control. They use
marketing audits to determine marketing cpportunities and preblerms
and to recommmend shorl-run and lang-run actions to improve overall
marketing performance.

Marketing maragars must ensure that thefr marketing dellzrs
are haing well spant. Today's marketers {ace growing pressures to
sigw that they are adding value in ling with Eeir costs. In respanse,
marketers are devaloping helter measures of return on marteting
fnvestmernd. Increasingly, they are using customer-centered mea-
sures of marketing impacl as a key input into their slrategic deci-
5icn making.

== Reviewing the Key Terms

Business portfolic 39
Differentiation 50
Diversification 44
Dowasizing 44
Growth-share matrix - 39
Markst developrnent 43
Market peneiration 43

Market segment 43

Market segrmentation 48
Market targeting &8
Marketing audit 55
Markating centrol 55
Marketing implementation 53
Marketing mix 50

Marketing strategy 47

Missian statement 37

Portfolio analysis 39

Positioning 50

Produci development 44

Productmarket expansion
grid 42

Return en marketing
imvestment {or marketing
ROD BG

Strategic planning 36

SWOT analysis 52

Value chain 4%

Value-delivery network 46
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- Discussing the Concepts

1. There are four major steps in strategic plansing. Why is it impartant
far a marketer to perform these steps in order?

2. The BCG growth-share matrix identifies four classifications of SBUs:
stars, cash caws, questior: marks, and dags. Briefly discuss why
management may find it difficult 10 dispose of a "question mark.”

3. Discuss the differences between the four growth strategies idenitied
i the productmarket expansicn arid. Which option wouid a smaler
company he pursuing if it decided to enter an existing market
served by many large, well-known competitors? Assume that the
praduct being introduced by this smalier carmpany is a new offering

“= Applying the Concepts

i. In a small group, discuss whether the following statement from
Burton Snowboards Morth America, manufacturers and marketers of
a leading snowboard brand, maets the five criteria of a gocd mission
statenent: "Burton Snowboards is a riderdrivenr company solely dad-
icated to creating ine best snowboarding equipment on the planet.”

2. A company's value chain znd value-delivery nelwork are critical to
s suecess. Oenoribe faw Reatiak relies on its value chain, Sketch

" Focus on Technology

Visit the Web sites of several car manufeciurers and voL: will see tha techno-
logical nrovations and additions offered in today's vehicles. From ravigation
systems to audia enhancements and DVD systemns, these technslogies are
enhencing today's cars, Micrasolt, known moslly for its computer oparating
sysims, has beetyworking with Fiat to develop a new “infotainment” system
known as Bluedida. Currently offeres andy in limited Fiat modals, the systemn
integrates mobile phones, MP3 players, and an Internet cennection through
cantrals an tha steering whegel. The new tachinolngy will also contain a navi-
gation systam, weather and Yraffic forecasts, and antithelt devices,

Focus on BEithics

Tyscn Foods Ine. has been a leading provider of poultry producis for more
than 60 years. lis corporate mission statement includes e set of corg val-
es that clearly siate the imporiance of being a faith-friendly company
arc honaring Ged. Intarnally, Tvson connects with its employess end has
plzced 128 part-time chaplains in 72 plants across the United States. Bul
Tyscn also wants to send its faith-frend ly message to censumers, To rein-
force its “Powersd Dy Tyson” campaign, it has rezently begun to offer free
downloadable prayer backs on its Web site. According to Tyson, it pro-
vides these books to help consumers discover (or rediscover) the joy and
power of saying 2 word of thanks at maalime,

1.

for the arganization, kUt that this new product offers 2 nomear of
unigue features.

Does the "4 Ps" marketing mix framework do an adequste job of
describing markeier responsibilities in prepanng and managing
marketing programs? Why? Do you ses any issues with this frarme-
wark in refazion 1o service products?

What is the importance of marketing implemeantation? How might a
compzny have exceflent planning and poar im plermentation?

What is return on markating investment? Why 5 it difficuli 1o measure?

Reshok's value-delivery network and highlight the importance of
gach member in the network,

Both Wal-Mart and Target sail merchandise at lowar prices with
fower rarging and higher valumes. Based cn your sxperience with
these lwo retailers and visits [ each of their Wab sites, describa bow
the twe discount siore chaing differ in their market segmentation,
target marketing, and market pasitioning strategies.

According to the proguctmarket 2smanston grid, which strategy Gast
describes Microsoft's expansion inlu automebile applications?

Why iz Fiat an important member of Microscit's value-dedvery
netwark?

Describe why this advanced technalogy is important to Fiat in terns
of positioning its producls.

What do you think of Tyson's strategy to offer the downlogdabe
tooklets? Is there a reason to believe it s embracing religion enly to
make incrensad profit?

In your opinioh, does religion belong in a corparate mission state-
ment? Why ar why not?

Many consumers see chicken as a commadity product with no real
difference betwean brands, Doss this strategy make you more of
legs filely lo buy lyson over another brand?



