CHAPTER

Varketing Planning
and Management

54

Stressing speed,
function, and

an easy-to-use
interface, the
Slack platform
lets employees
message

one another
individually or in
groups.

Source: imageBROKER/
Alamy Stock Photo

D eveloping the right marketing strategies over time requires a blend of discipline and flexibility.
Firms must stick to a strategy but also constantly improve it. In today’s fast-changing marketing
world, identifying the best long-term strategies is crucial. At the core of any successful marketing
strategy is the development of an enduring value proposition that addresses a real customer need. One
company that has developed a distinct offering designed to address an unmet customer need is Slack.

>>> Slack, launched in 2013, is a communications platform that lets team members message

one another, one-on-one or in groups. Slack has a flexible architecture that offers an unstructured
environment—similar to an open-plan office space—where employees can share, collaborate, and
see what everyone else is working on. It makes conversation threads easy to search, and custom-
ized notifications let users concentrate on the task at hand without missing something relevant. The
distinct features that set Slack apart from similar apps are its speed, functionality, and user-friendly
interface. Slack comes in a free version with limited storage and features but also offers several tiers
of expanded plans, priced per active user. Employers like Slack because it decreases the burden of
e-mailing and helps streamline work-related communication. More important, Slack integrates the
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tools many companies already use, such as Google Drive and other popular business applications,
making it easy to centralize communications and the work flow. Another important benefit of Slack
is its ability to bring work-related social media into the workplace, making work life more like digi-
tal life. In this context, Slate magazine described Slack’s app as “cool office culture, available for
instant download.” Despite the lack of a formal sales force—the vast majority of its new customers
are referrals who hear about it from friends, co-workers, and social media—in less than four years,
Slack amassed more than 10 million daily active users in 150 countries and reached a valuation

of $7 billion.”

This chapter begins by examining some of the strategic marketing implications involved in creating
customer value. We'll look at several perspectives on planning and describe how to draw up a formal
marketing plan.

Corporate and Business Unit Planning
and Management

To ensure that they execute the right activities, marketers must prioritize strategic planning in three
key areas: managing the company’s businesses as an investment portfolio, assessing the market’s
growth rate and the company’s position in that market, and developing a viable business model.
The company must develop a game plan for achieving the long-run objectives of each business unit.

Generally speaking, marketing planning and management can occur on three different levels: cor-
porate, business unit, and specific market offering. Corporate headquarters is responsible for designing
a corporate strategic plan to guide the whole enterprise. It makes decisions on the amount of resources
to allocate to each business unit, as well as on which businesses to start or eliminate. Each business
unit develops a plan to carry that business unit into a profitable future. Finally, each market offering
involves a marketing plan for achieving its objectives (Figure 2.1).

This section addresses the key issues involved in analyzing, planning, and managing a company
or distinct business units. The remainder of the chapter examines the process of analyzing, planning,
and managing a company’s offerings.

Companies undertake four planning activities: defining the corporate mission, building the cor-
porate culture, establishing strategic business units, and assigning resources to each strategic business
unit. We'll briefly look at each process.

DEFINING THE CORPORATE MISSION

An organization exists to accomplish something: make cars, lend money, provide a night’s lodg-
ing. Over time, the mission may change to respond to new opportunities or market conditions.
Amazon.com changed its mission from being the world’s largest online bookstore to aspiring to be

Learning Objectives After studying this chapter you should be able to:

2.1 Identify the key tasks required for company and 2.4 Describe the key components of an actionable
business unit planning. marketing plan.

2.2 Describe the process of developing a market 2.5 Explain how and when to modify the marketing
offering. plan.

2.3 Explain the process of marketing planning.
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the world’s largest online store; eBay changed from running online auctions for collectors to run-
ning online auctions that offer all kinds of goods; and Dunkin’ Donuts switched its emphasis from
doughnuts to coffee.

A mission is a clear, concise, and enduring statement of the reasons for an organization’s exis-
tence. Often referred to as its core purpose, a company’s mission is a long-term goal that provides com-
pany employees and management with a shared sense of purpose, direction, and opportunity.

To define its mission, a company should address Peter Drucker’s classic questions:®> What is our
business? Who is the customer? What is of value to the customer? What will our business be? What
should our business be? These simple-sounding questions are among the most difficult a company will
ever face. Successful companies continuously ask and answer them.

A clear, thoughtful mission statement, developed collaboratively with managers, employees, and
often customers, provides a shared sense of purpose, direction, and opportunity. At its best, it reflects a
vision, an almost “impossible dream,” that provides direction for the next 10 to 20 years. Sony’s former
president, Akio Morita, wanted everyone to have access to “personal portable sound,” so his company
created the Walkman and the portable CD player. Fred Smith wanted to deliver mail anywhere in the
United States before 10:30 AM the next day, so he created FedEx.

Consider the following mission statements:

Google’s mission is to organize the world’s information and make it universally accessible and
useful.*

At IKEA our vision is to create a better everyday life for the many people. Our business idea sup-
ports this vision by offering a wide range of well-designed, functional home furnishing products
at prices so low that as many people as possible will be able to afford them.’

Facebook’s mission is to give people the power to build community and bring the world closer
together.5

Tesla’s mission is to accelerate the world’s transition to sustainable energy.”

To inspire and nurture the human spirit — one person, one cup and one neighborhood at a time
(Starbucks).®

Our mission is to empower every person and every organization on the planet to achieve more
(Microsoft).”

Good mission statements have five major characteristics.

* They focus on a limited number of specific goals. Mission statements containing a laundry
list of unrelated activities tend to be less effective than focused mission statements that clearly
articulate their ultimate goals.

* They stress the company’s major policies and values. Narrowing the range of individual
discretion lets employees act consistently on important issues.

¢ They define the major markets that the company aims to serve. Because the choice of tar-
get market defines a company’s strategy and tactics, it should be defined by and follow from the
company’s mission statement.

* They take a long-term view. The corporate mission defines the ultimate strategic goal of the
company; it should be changed only when it ceases to be relevant.

* They are as short, memorable, and meaningful as possible. Three- to four-word corporate
mantras are typically more effective than long-winded mission statements.

BUILDING THE CORPORATE CULTURE

Strategic planning happens within the context of the organization. A company’s organization consists
of its structures, policies, and corporate culture, all of which can become dysfunctional in a rapidly
changing business environment. Whereas managers can change structures and policies (though with
difficulty), the company’s culture is very hard to change. Yet creating a viable corporate culture is
often the key to market success, as the experience of Southwest Airlines shows.
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Southwest Airlines Established in 1967, Southwest Airlines continues to differentiate
itself from other airlines with outstanding customer service. At the core of this service is the
company’s culture, which inspires its more than 58,000 employees to delight the airline’s
passengers. By creating an inclusive and fun culture where every team member feels responsible
for the success of company, Southwest motivates employees to take pride in their work, which
often translates into a superior customer experience. In fact, Southwest ranks its employees
first in importance, followed by customers and company shareholders. The airline explains its
company culture: “We believe that if we treat our employees right, they will treat our customers
right, and in turn that results in increased business and profits that make everyone happy.” This
supportive environment has helped Southwest create a loyal customer base and become the
nation’s largest domestic air carrier—a ranking it has maintained since 2003.1°

What exactly is a corporate culture? Some define it as “the shared experiences, stories, beliefs,
and norms that characterize an organization.” Walk into any company and the first thing that strikes
you is the corporate culture—the way people dress, talk to one another, and greet customers.

A customer-centric culture can affect all aspects of an organization. Enterprise Rent-A-Car fea-
tures its own employees in its latest “The Enterprise Way” ad campaign. Through its “Making It Right”
training program, Enterprise empowers all employees to make their own decisions. One ad in the
campaign, themed “Fix Any Problem,” reinforces how any local Enterprise outlet has the authority to
take actions that maximize customer satisfaction.!!

DEFINING STRATEGIC BUSINESS UNITS

Many large companies manage a portfolio of different businesses often referred to as strategic busi-
ness units, each requiring its own strategy. A strategic business unit (SBU) has three characteristics:
(1) It is a single business, or a collection of related businesses, that can exist separately from the rest of
the company; (2) It has its own set of competitors; and (3) It has a manager responsible for strategic
planning and profit performance, who controls most of the factors affecting profit.

Strategic business units make up a company’s portfolio. Based on the diversity of the individual
strategic business units within the portfolio, these units can be defined as specialized or diversified.

A specialized portfolio involves SBUs with fairly narrow assortments consisting of one or a few
product lines. To illustrate, Ferrari (high-performance sports cars), Glacéau (bottled water), GoPro
(action camcorders), and Roku (digital media streaming) have strategically limited their product mix
to a fairly narrow product line.
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In contrast, a diversified portfolio involves SBUs with fairly broad assortments containing mul-
tiple product lines. For example, companies like Amazon, General Electric, Johnson & Johnson, and
Unilever offer a wide variety of product lines. The primary rationale for a diversified business mix is to
take advantage of growth opportunities in areas in which the company has no presence.

Each business unit needs to define its specific mission within the broader company mission. Thus,
a company that manufactures and markets lighting equipment for television studios might define its
mission as “To target major television studios and become their vendor of choice for lighting tech-
nologies that represent the most advanced and reliable studio lighting arrangements.” Note that this
mission statement does not mention winning business from smaller television studios, offering the
lowest price, or venturing into non-lighting products.

The purpose of identifying the company’s strategic business units is to develop separate strate-
gies and assign appropriate funding. Senior management knows its portfolio of businesses usually
includes a number of “yesterday’s has-beens” as well as “tomorrow’s winners.” Liz Claiborne has
put more emphasis on some of its younger businesses, such as Juicy Couture, Lucky Brand Jeans,
Mexx, and Kate Spade, while selling businesses without the same buzz (Ellen Tracy, Sigrid Olsen,
and Laundry).

ALLOCATING RESOURCES ACROSS BUSINESS UNITS

Once it has defined its SBUs, management must decide how to allocate corporate resources to each
unit.!? This is often done by assessing each SBU’s competitive advantage and the attractiveness of the
market in which it operates. When assessing individual business units, a company might also consider
existing synergies among them. Such synergies can be related to company processes (e.g., research and
development, manufacturing, and distribution) or to personnel (e.g., experienced management, qualified
engineers, and knowledgeable sales force). Based on the assessment of its portfolio of business units, the
comparny could decide whether to grow, “harvest” (or draw cash from), or hold on to a particular business.

Portfolio management focuses on two types of factors: (1) opportunities presented by a particular
industry or market and (2) the company’s resources, which determine its ability to take advantage of the
identified opportunities. Here, market opportunities are typically defined in terms of overall market/
industry attractiveness factors such as its size, growth, and profitability. A company’s resources, on
the other hand, reflect its competitive position in the marketplace and are often measured in terms of
factors such as strategic assets, core competencies, and market share.

Because the principles for making resource-allocation decisions across different business units
are very similar across industries, many companies have developed generalized strategies for making
such decisions. These generalized strategies are often integrated into formal portfolio models that offer
guidance on how to allocate resources across multiple SBUs.

Kraft To account for the varying rates of growth of its different business units and the
differences in their strategic goals, strategies, and tactics, Kraft split into two businesses: a fast-
growing global snacks and candy business that includes Oreo cookies and Cadbury candy, and
a slower-growing North American grocery business with long-term stalwarts Maxwell House
coffee, Planters peanuts, Kraft cheese, and Jell-O. The snacks and candy business was branded
as Mondeléz International and positioned as a high-growth company with many opportunities in
emerging markets such as China and India. The grocery business retained the Kraft Foods name
(now KraftHeinz), and, because it consisted of many category-dominant meat and cheese brands,
it was seen as more of a cash cow for investors interested in consistent dividends. Mondelez
has ramped up for rapid expansion, while Kraft Foods has focused on cost-cutting and selective
investment to back up its power brands. '3

A key aspect in developing portfolio models involves identifying the metrics underlying the per-
formance of a given business unit. Depending on the assumptions of the model, these metrics can
include factors such as return on investment, market share, and industry growth rate. One widely
used—albeit somewhat oversimplified and subjective—approach to portfolio analysis is the BCG
matrix developed by the Boston Consulting Group. Newer portfolio-management methods use a more
comprehensive approach to assess the potential of a business based on growth opportunities from
global expansion, repositioning or retargeting, and strategic outsourcing.
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Developing Market Offerings

In order to create value for target customers, collaborators, and company stakeholders, it is necessary
for a company to clearly identify the target market in which it will compete and to design an offering
that will deliver a meaningful set of benefits to target customers.!* These activities encompass the
two key components of a company’s business model: strategy and tactics.

Strategy involves choosing a well-defined market in which the company will compete and deter-
mining the value it intends to create in this market. Tactics, also called the marketing mix, make the
company’s strategy come alive: They define the key aspects of the offering developed to create value ina
given market. The tactics logically follow from the company’s strategy and reflect the way the company
will make this strategy a market reality. Tactics shape everything from the offering’s benefits and costs
to the means by which target customers learn about and buy the offering.

Strategy and tactics are fundamentally intertwined. A company’s strategy specifies the target mar-
ket and the value the company aims to create in this market, while the tactics detail the actual attributes
of the offering that will create value in the chosen market. Deciding on the specific tactical aspects of
an offering—its features, brand image, and pricing, and the means of promoting, communicating, and

the competing options that exist to fulfill these needs.
The key aspects of an offering’s strategy and tactics are discussed in more detail in the following
sections.

DEVELOPING THE MARKETING STRATEGY

Marketing strategy incorporates two key components: the target market in which the company will
compete and the value proposition for the relevant market entities—the company, its target customers,
and its collaborators. A carefully chosen target market and a well-crafted value proposition provide
the foundation of the company’s business model and serve as the guiding principles for determining
the tactical decisions that define the company’s offering.

Identifying the Target Market. The target market in which a company aims to create
and capture value comprises five factors: the customers whose needs the company intends to fulfill,
the competitors that aim to fulfill the same needs of the same target customers, the collaborators that
help the company fulfill the needs of customers, the company that develops and manages the offering,
and the context that will affect how the company develops and manages the offering.

These five market factors—the Five Cs—are visually represented in the 5-C framework as a set of con-
centric ellipses: Target customers are in the center, with collaborators, competitors, and the company

<< Kraft’s decision to
split into two companies,
Mondel€éz International
and KraftHeinz, was
based on differing goals,
strategy, and tactics as
well as varied growth
rates.
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FIGURE 2.2

Identifying the Target Market:
The 5-C Framework

Source: Alexander Chernev, Strategic Marketing
Management: Theory and Practice (Chicago, IL:
Cerebellum Press, 2019).

in the middle and the context on the outside (Figure 2.2). The central placement of target customers
in the 5-C framework reflects their defining role in the market. The other three market entities—the
company, its collaborators, and its competitors—work to create value for the target customers. Form-
ing the outer layer of the 5C framework is the market context, which defines the environment in which
customers, the company, collaborators, and competitors operate.

The Five Cs and the relationships among them are discussed in more detail in the following
sections.

o Target customers are the individuals or organizations whose needs the company plans to fulfill.
Target customers in business-to-consumer markets are typically the end users of the company’s
offerings, whereas in business-to-business markets, target customers are other businesses that
use the company’s offerings. Two key principles determine the choice of target customers: The
company and its collaborators must be able to create superior value for target customers relative to
the competition, and the target customers chosen should be able to create value for the company
and its collaborators.

¢ Collaborators work with the company to create value for target customers. A company should
base the choice of collaborators on the complementary resources they can offer to help the com-
pany fulfill customer needs. Collaboration involves outsourcing (rather than developing) the
resources that the company lacks but that it requires to create an offering that fulfills the needs
of target customers. Instead of building or acquiring resources that are lacking, a company can
gain access to necessary resources by partnering with entities that have them and can benefit
from sharing them. Collaborators can include suppliers, manufacturers, distributors (i.e., dealers,
wholesalers, and retailers), research-and-development entities, service providers, external sales
forces, advertising agencies, and marketing research companies.

« Competitors aim to fulfill the same needs of the same customers that the company is targeting.!®
Companies should avoid falling prey to the myopic view of competition that defines their rivals
using traditional category and industry terms.!® A company should examine the main competi-
tors and their strategies by asking the following questions: What is each competitor seeking in the
marketplace? What drives each competitor’s behavior? This helps clarify the company’s position
since many factors are involved a competitor’s objectives, including its size, history, current man-
agement, and financial situation. For example, it's important to know whether a competitor that
is a division of a larger company is being run for growth or for profits, or is just being milked.!”

* The company develops and manages a given market offering. For organizations with diverse
strategic competencies and market offerings, the term company typically refers to the particular
business unit that manages a specific offering. Each strategic business unit can be viewed as a
separate company that requires its own business model. For example, GE, Alphabet (Google’s
parent company), and Facebook have multiple strategic business units.

¢ The context is the environment in which the company and its collaborators operate. It encom-
passes five factors. The sociocultural context is characterized by social and demographic trends, value
systems, religion, language, lifestyles, attitudes, and beliefs. The technological context consists of new
techniques, skills, methods, and processes for developing, communicating, and delivering market
offerings. The regulatory context includes taxes, import tariffs, and embargoes, as well as product
specification and pricing, communication regulations, and intellectual property laws. The economic
context is made up of economic growth, money supply, inflation, and interest rates. The physical
context comprises natural resources, geographic location, topography, climate trends, and health
conditions. Context can have a dramatic impact on a company'’s ability to create market value.
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Many recent developments—including the advancements in artificial intelligence, the initiation
of trade wars, global warming, and the coronavirus pandemic—have forced many companies to
completely rethink the way they operate and pivot their business models.

The key component of the target market is the selection of target customers, which determines all
other aspects of the market: This includes specifying the competition, choosing collaborators, defining
the company resources needed to develop a superior offering for customers, and outlining the context
in which the company will create market value. It follows that a change in target customers typically
leads to a change in competitors and collaborators, different resource requirements, and a change in
context factors. Because of its strategic importance, the choice of the right target customers is the
foundation for building a successful business model.

The Five Cs and the Five Forces of Competition

MARKETING PLANNING AND MANAGEMENT

The Five-C framework is similar to the Five Forces
framework originated by Michael Porter.'® The Five
Forces framework identifies industry competitiveness
according to five factors: the bargaining power of
suppliers, the bargaining power of buyers, the threat of
new entrants, the threat of substitutes, and rivalry among
existing competitors. These five factors jointly define

the competitive environment in which a firm operates.
The Five Forces framework suggests that competition
within an industry increases along with greater bargaining
power of suppliers and buyers, a higher threat of new
competitors and substitute products, and intensified
rivalry among existing competitors.

The Five Forces framework is similar to the 5-C
framework in that both are meant to facilitate analysis of
the market in which a company operates. The difference
between these frameworks is the way in which each
defines the market. The Five Forces framework analyzes
the competition in the market from an industry perspective.

The 5-C framework, on the other hand, defines the market
based on customer needs rather than on the industry in
which the company competes. Accordingly, it defines
competitors in terms of their ability to fulfill customer
needs and create market value. The 5-C framework is not
concerned with whether the company and its competitors
operate within the same industry, which makes the
concept of substitutes superfluous because from a
customer’s point of view, substitutes are merely cross-
category competitors that aim to fulfill a particular need.

The Five Forces framework’s focus on industry
makes it particularly relevant for marketers analyzing the
competitive structure within a given industry. However,
the Five Forces approach has much less relevance when
it comes to analyzing an offering’s ability to create market
value. In this case, the 5-C framework is typically more
useful because of its customer focus and its market
perspective based on customer needs rather than on a
particular industry.'®

Developing a Value Proposition. A successful offering must create superior value not only
for target customers but also for the company and its collaborators. Accordingly, when developing
market offerings for the relevant entities in the market exchange, a company needs to consider all three
types of value: customer value, collaborator value, and company value.

¢ Customer value is the worth of an offering to its customers and hinges on customers’ assessment
of how well an offering fulfills their needs. The value that an offering creates for its customers is
based on three main factors: the needs of the target customers, the benefits customers receive and
the costs they incur when they purchase the company’s offering, and the benefits and costs of the
alternative means—competitive offerings—that target customers can use to fulfill their needs.
Thus, the customer value proposition should be able to explain why target customers would
choose the company’s offering instead of the available alternatives.

* Collaborator value is the worth of an offering to the company’s collaborators. It sums up all
benefits and costs that an offering creates for collaborators and reflects how attractive an offering
is to collaborators. The collaborator value proposition should explain why collaborators would
choose the company’s offering instead of competitive alternatives to achieve their goals.

¢ Company value is the worth of the offering to the company. The value of an offering is defined
relative to all benefits and costs associated with it, its affinity with the company’s goal(s), and the
value of other opportunities that could be pursued by the company—for example, other offerings
that the company could launch. Therefore, the company value proposition determines why the
company would choose this offering instead of selecting alternative options.

61
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FIGURE2.3
The 3-V Market Value Principle

Source: Alexander Chernev, Strategic Marketing
Management: Theory and Practice (Chicago, IL:
Cerebellum Press, 2019).
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The market value principle is also referred to as the 3-V principle because it underscores the
importance of creating value for the three key market entities—target customers, collaborators, and
the company itself. The market value principle defines the viability of a business model by posing three
sets of questions that must be addressed:

What value does the offering create for target customers? Why would target customers choos
offering? What makes this offering superior to the alternative options?

What value does the offering create for the company’s collaborators (suppliers, distributors,
co-developers)? Why would collaborators partner with the company instead of with other entities?

What value does the offering create for the company? Why should the company invest resources
offering rather than pursuing other options?

The need to manage value for all three of these market entities begs the question of which value
to prioritize. This requires the creation of gptimal value proposition that balances the value for
customers, collaborators, and the company. The ptimal values used here means that the value of
the offering is connected across the three entities, such that it creates value for target customers and col
laborators in a way that enables the company to achieve its strategic goals. The market value principle
optimizes customer, collaborator, and company value and is the basis of market succes2.@igure
Failure to create superior value for any of the three market entities inevitably leads to an unsustainable
business model and dooms the business venture.

Consider the means that Starbucks uses to create market value. Customers receive the functional
benefit of a variety of coffee beverages and the psychological benefit of expressing their personality
by choosing a customized beverage, for which they deliver monetary compensation to Starbucks.
Collaborators (coffee growers) receive monetary payments from Starbucks for the coffee beans they
provide and derive the strategic benefit of having a consistent demand for their product; in return,
they invest resources in growing coffee beans that conform to Starbucks’ standards. Starbucks receives
revenues and profits from investing company resources in developing and offering its products and
services to consumers, in addition to deriving the strategic benefits of building a brand and enhancing
its market footprint.

DESIGNING THE MARKETING TACTICS

Themarket offering is the actual good that the company deploys in order to fulfill a particular cus
tomer need. Unlike the target market and the value proposition, which reflect the company’s strategy,
the market offering reflects the company’s tactics—the specific way the company will create value in
the market in which it competes.

Marketing managers have seven tactics at their disposal to develop an offering that creates mar
ket value: product, service, brand, price, incentives, communication, and distribution. Also called the
marketing mix , these seven attributes (also referred to as tactics or Ts) represent the combination of
activities required to transform the market offering’s strategy into reality (Figure 2.4).

The seven attributes that delineate the market offering are as follows:

e Theproduct is a marketable commodity that aims to create value for target customers. Products
can be tangible (like food, apparel, and furniture) or intangible (like music and software). Pur
chase of a product gives customers ownership rights to the acquired good. For example, with the
purchase of a car or a software program, the owner is granted all rights to the acquired product.

* Theservice also aims to create value for its customers, but it does so without entitling them to
ownership. Examples of services include appliance repairs, movie rental, medical procedures,
and tax preparation. At times, the same offering can be positioned as a product or a service.
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