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	What's Ahead


For more than 25 years, Intel has dominated the microprocessor market for personal computers. Its sales and profits have soared accordingly. In the little more than a dozen years since IBM introduced its first PCs based on Intel's 8088 microprocessor, the chip giant's sales have jumped more than twentyfold to over $25 billion. Its share of the microprocessor market now tops 90 percent, turning competitors such as Advanced Micro Devices (AMD) and Cyrix into little more than also-rans. During the past 10 years, with gross margins hovering at around 60 percent, Intel's average annual return has been an astounding 36 percent.

Intel's stunning success results from strong strategic planning and its relentless dedication to a simple marketing strategy: Provide the most value and satisfaction to customers through product leadership. Some companies deliver superior value through convenience and low prices; others by coddling their customers and tailoring products to meet the special needs of precisely defined market niches. In contrast, Intel's strong connection with consumers rests on delivering superior value by creating a continuous stream of leading-edge products. Then, it communicates its superior value directly to final buyers. The result is intense customer loyalty and preference, both from the computer and software producers who add ever more features that require increasingly brawny microprocessors and from final PC buyers who want their PCs to do ever more cool things.
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Intel's microprocessors are true wonders of modern technology. Intel invests heavily to develop state-of-the-art products and bring them quickly to market—last year alone it spent a whopping $5 billion on R&D and capital spending. The result is a rapid succession of ever better chips that no competitor can match. For example, less than a decade ago, we marveled at Intel's i386 microprocessors, which contained one-quarter-million transistors and ran at clock speeds approaching 20 megahertz. However, Intel's next generation Pentium series microprocessors contained more than 5 million transistors and ran at speeds exceeding 450 megahertz. Its current Pentium III processor will soon break the 1 gigahertz (1,000 megahertz) mark. Incredibly, the Intel microprocessors of 2011 will pack a cool billion transistors and will blaze along at clock speeds of 10 gigahertz (or 10,000 megahertz).

In fact, Intel has innovated at such a torrid pace that its microprocessors have at times outpaced market needs and capabilities. For example, in the early 1990s, the industry's existing bus system—the internal network that directs the flow of electrons within a computer—served up data at a far slower rate than Intel's new Pentium could handle. Why should producers buy the faster chips if existing PC architecture couldn't take advantage of them? Instead of waiting for PC makers to act, Intel quickly designed a new bus called PCI and shared it with computer makers. The PCI became the standard bus on PCs, paving the way for Intel's faster chips.

Intel's growth depends on increasing the demand for microprocessors, which in turn depends on growth in PC applications and sales. Thus, moving into the new millennium, Intel has taken its marketing strategy a step further. Rather than sitting back and relying on others to create new market applications requiring its increasingly powerful microprocessors, it now develops such applications itself. According to one account, to ensure continued growth in the demand for its microprocessors, Intel has set out "to make the PC the central appliance in our lives. In [Intel's] vision, we will use PCs to watch TV, to play complex games on the Internet, to store and edit family photos, to manage the appliances in our homes, and to stay in regular video contact with our family, friends, and co-workers." Of course, at the heart of all of these applications will be the latest Intel-powered PC.

To realize this vision, Intel has invested heavily in market development. For example, it set up the Intel Architecture Labs (IAL), where 600 employees work to expand the market for all PC-related products, not just Intel products. One IAL project involves finding ways to help popularize Internet telephony, through which PC owners can make long-distance voice phone calls over the Internet. IAL helped develop better technology for making such calls, worked with the Internet industry to develop telephony standards, and gave away Intel software supporting the standard. Next, Intel will promote technologies and software for Internet videophones. It expects that PC makers will soon build these telephony functions into their products. The result: More people will buy new PCs containing powerful Intel microprocessors.

In recent years, Intel has also invested in dozens of small companies working on projects that might spark demand for the processing power that only Intel can supply. The company's widely varied investments include the Palace, which creates virtual Web communities; Citrix Systems, which makes software to link Internet users; biztravel.com, an online travel service; and CyberCash, which is developing an online payment system. Another Intel acquisition, OnLive! Technologies, is an Internet chat room program that offers online interactions through 3-D characters. "The next killer app," says the former head of Intel's Internet and Communications Group, "is use of the Internet for online [socializing]." He sees the day when individuals can use computers in their own homes to watch a ball game or movie as a group, making comments through their online 3-D characters as they watch. Again, such connections will require far more computing power than today's PCs afford, and new Intel chips will provide the needed power.

Intel's marketing strategy goes far beyond superior products and market development. In mid-1991, Intel began strengthening its direct connections with consumers by launching the "Intel Inside" advertising campaign. Traditionally, chip companies like Intel had marketed only to the manufacturers who buy chips directly. But as long as microprocessors remained anonymous little lumps hidden inside a user's computer, Intel remained at the mercy of the clone makers and other competitors. The groundbreaking "Intel Inside" campaign appeals directly to final computer buyers—Intel's customers' customers. Brand-awareness ads—such as those in the current "Bunny People" campaign—create brand personality and convince PC buyers that Intel microprocessors really are superior. Intel also subsidizes ads by PC manufacturers that include the "Intel Inside" logo. Over the years, the hundreds of millions of dollars invested in the "Intel Inside" campaign have created strong brand preference for Intel chips among final buyers. This, in turn, has made Intel's chips more attractive to computer manufacturers.

Looking ahead, Intel must plan its strategy carefully. Its continued torrid growth and industry dominance will depend on its ability to produce a steady flow of state-of-the-art chips for markets ranging from inexpensive home computers to high-end servers. It will have to create irresistible new applications that will lure new consumers into PC ownership and encourage current owners to trade up their machines. Intel's top executives don't foresee any slowing of the pace. Says Intel President Craig Barrett, "We picture ourselves going down the road at 120 miles an hour. Somewhere there's going to be a brick wall, . . . but our view is that it's better to run into the wall than to anticipate it and fall short."1
All companies must look ahead and develop long-term strategies to meet the changing conditions in their industries. Each company must find the game plan that makes the most sense given its specific situation, opportunities, objectives, and resources. The hard task of selecting an overall company strategy for long-run survival and growth is called strategic planning.
In this chapter, we look first at the organization's overall strategic planning. Next, we discuss marketing's role in the organization as it is defined by the overall strategic plan. Finally, we explain the marketing management process—the process that marketers undertake to carry out their role in the organization.

	Strategic Planning


Many companies operate without formal plans. In new companies, managers are sometimes so busy they have no time for planning. In small companies, managers sometimes think that only large corporations need formal planning. In mature companies, many managers argue that they have done well without formal planning and that therefore it cannot be too important. They may resist taking the time to prepare a written plan. They may argue that the marketplace changes too quickly for a plan to be useful, that it would end up collecting dust.

Granted, planning is not much fun, and it takes time away from doing. Yet companies must plan. As someone said, "If you fail to plan, you are planning to fail."2 Formal planning can yield many benefits for all types of companies, large and small, new and mature.

The process of planning may be as important as the plans that emerge. Planning encourages management to think systematically about what has happened, what is happening, and what might happen. It forces the company to sharpen its objectives and policies, leads to better coordination of company efforts, and provides clearer performance standards for control. The argument that planning is less useful in a fast-changing environment makes little sense. In fact, the opposite is true: Sound planning helps the company to anticipate and respond quickly to changes, and to prepare better for sudden developments. Thus planning turns out to be an essential part of good management.

Companies usually 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 plan involves adapting the firm to take advantage of opportunities in its constantly changing environment. We define strategic planning as the process of developing and maintaining a strategic fit between the organization's goals and capabilities and its changing marketing opportunities.

Strategic planning sets the stage for the rest of the planning in the firm. It relies on defining a clear company mission, setting supporting company objectives, designing a sound business portfolio, and coordinating functional strategies (see Figure 2.1). At the corporate level, the company first defines its overall purpose and mission. This mission then is turned into detailed supporting objectives that guide the whole company. Next, headquarters decides what portfolio of businesses and products is best for the company and how much support to give each one. In turn, each business and product unit must develop detailed marketing and other departmental plans that support the companywide plan. Thus, marketing planning occurs at the business unit, product, and market levels. It supports company strategic planning with more detailed planning for specific marketing opportunities.3
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	Figure 2.1
	Steps in strategic planning


Defining the Company's Business and Mission

An organization exists to accomplish something. At first, it has a clear purpose or mission, but over time its mission may become unclear as the organization grows, adds new products and markets, or faces new conditions in the environment. When management senses that the organization is drifting, it must renew its search for purpose. It is time to ask: What is our business? Who is the customer? What do consumers value? What should our business be? These simple-sounding questions are among the most difficult the company will ever have to answer. Successful companies continuously raise these questions and answer them carefully and completely.
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	Company mission: 3M does more than just make adhesives, scientific equipment, health care, and communications products. It solves people's problems by putting innovation to work for them.


Many organizations develop formal mission statements that answer these questions. A mission statement is a statement of the organization's purpose—what it wants to accomplish in the larger environment. A clear mission statement acts as an "invisible hand" that guides people in the organization.
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	Before you can develop a mission, you need a vision. Consider the challenge of articulating one.
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Traditionally companies have defined their businesses in product terms ("We manufacture furniture") or in technological terms ("We are a chemical-processing firm"). But mission statements should be market oriented. Products and technologies eventually become outdated, but basic market needs may last forever. A market-oriented mission statement defines the business in terms of satisfying basic customer needs. For example, AT&T is in the communications business, not the telephone business. 3M does more than just make adhesives, scientific equipment, and health care products. It solves people's problems by putting innovation to work for them. Southwest Airlines sees itself as providing not just air travel but total customer service. Its mission: "The mission of Southwest Airlines is dedication to the highest quality of customer service delivered with a sense of warmth, friendliness, individual pride, and company spirit." Likewise, Amazon.com's mission isn't simply to sell books, CDs, videos, toys, and consumer electronics. Instead, it wants to "transform Internet buying into the fastest, easiest, and most enjoyable shopping experience possible—to be the place where you can find and discover anything you want to buy online."4 Table 2.1 provides several other examples of product-oriented versus market-oriented business definitions.
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	Table 2.1
	Market-Oriented Business Definitions

	Company
Product-Oriented Definition
Market-Oriented Definition
Revlon

We make cosmetics.

We sell lifestyle and self-expression; success and status; memories, hopes, and dreams.

Disney

We run theme parks.

We create fantasies—a place where America still works the way it's supposed to.

Wal-Mart

We run discount stores.

We deliver value through low prices to Middle Americans.

Xerox

We make copying, fax, and other office machines.

We make businesses more productive by helping them scan, store, retrieve, revise, distribute, print, and publish documents.

O. M. Scott

We sell grass seed and fertilizer.

We deliver green, healthy-looking yards.

Home Depot

We sell tools and home repair and improvement items.

We provide advice and solutions that transform ham-handed homeowners into Mr. and Mrs. Fixits.

Amazon.com

We sell books, videos, CDs, toys, consumer electronics, home improvement items, and other products.

We make the Internet buying experience fast, easy, and enjoyable—we're the place where you can find and discover anything you want to buy online.

Ritz-Carlton Hotels

We rent rooms.

We create the Ritz-Carlton experience—one which enlivens the senses, instills well-being, and fulfills even the unexpressed wishes and needs of our guests.




Management should avoid making its mission too narrow or too broad. A pencil manufacturer that says it is in the communication equipment business is stating its mission too broadly. Missions should be realistic. Singapore Airlines would be deluding itself if it adopted the mission to become the world's largest airline. Missions should also be specific. Many mission statements are written for public relations purposes and lack specific, workable guidelines. The statement "We want to become the leading company in this industry by producing the highest-quality products with the best service at the lowest prices" sounds good, but it is full of generalities and contradictions. Celestial Seasonings' mission statement is very specific: "Our mission is to grow and dominate the U.S. specialty tea market by exceeding consumer expectations with: The best tasting, 100 percent natural hot and iced teas, packaged with Celestial art and philosophy, creating the most valued tea experience. . . ."5
Missions should fit the market environment. The Girl Scouts of America would not recruit successfully in today's environment with their former mission: "to prepare young girls for motherhood and wifely duties." The organization should base its mission on its distinctive competencies. McDonald's could probably enter the solar energy business, but that would not take advantage of its core competence—providing low-cost food and fast service to large groups of customers.

Finally, mission statements should be motivating. A company's mission should not be stated as making more sales or profits—profits are only a reward for undertaking a useful activity. A company's employees need to feel that their work is significant and that it contributes to people's lives. Contrast the missions of IBM and Microsoft. When IBM sales were $50 billion, then-President John Akers said that IBM's mission was to become a $100 billion company by the end of the century. Meanwhile, Microsoft's long-term mission has been IAYF—"information at your fingertips"—to put information at the fingertips of every person. Microsoft's mission is much more motivating than is IBM's.6
One study found that "visionary companies" set a purpose beyond making money. For example, Walt Disney Company's aim is "making people happy." But even though profits may not be part of these companies' mission statements, they are the inevitable result. The study showed that 18 visionary companies outperformed other companies in the stock market by more than 6 to 1 over the period from 1926 to 1990.7
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	Consider the mission statement of one of today's most notable companies.
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Setting Company Objectives and Goals

The company's mission needs to be turned into detailed supporting objectives for each level of management. Each manager should have objectives and be responsible for reaching them. For example, Monsanto operates in many businesses, including agriculture, pharmaceuticals, and food products. The company defines its mission as one of helping to feed the world's exploding population while at the same time sustaining the environment. This mission leads to a hierarchy of objectives, including business objectives and marketing objectives. Monsanto's overall objective is to create environmentally better products and get them to market faster at lower costs. For its part, the agricultural division's objective is to increase agricultural productivity and reduce chemical pollution by researching new pest- and disease-resistant crops that produce higher yields without chemical spraying. But research is expensive and requires improved profits to plow back into research programs. So improving profits becomes another major business objective. Profits can be improved by increasing sales or reducing costs. Sales can be increased by improving the company's share of the U.S. market, by entering new foreign markets, or both. These goals then become the company's current marketing objectives.8
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	Monsanto defines its mission as one of "food, health, hope" of helping to feed the world's exploding population while at the same time sustaining the environment. This mission leads to specific business and marketing objectives.


Marketing strategies must be developed to support these marketing objectives. To increase its U.S. market share, Monsanto might increase its product's availability and promotion. To enter new foreign markets, the company may cut prices and target large farms abroad. These are its broad marketing strategies. Each broad marketing strategy must then be defined in greater detail. For example, increasing the product's promotion may require more salespeople and more advertising; if so, both requirements will have to be spelled out. In this way, the firm's mission is translated into a set of objectives for the current period. The objectives should be as specific as possible. The objective to "increase our market share" is not as useful as the objective to "increase our market share to 15 percent by the end of the second year."

	Designing the Business Portfolio


Guided by the company's mission statement and objectives, management now must plan its business portfolio—the collection of businesses and products that make up the company. The best business portfolio is the one that best fits the company's strengths and weaknesses to opportunities in the environment. The company must (1) analyze its current business portfolio and decide which businesses should receive more, less, or no investment; and (2) develop growth strategies for adding new products or businesses to the portfolio.9
Analyzing the Current Business Portfolio

The major activity in strategic planning is business portfolio analysis, whereby management evaluates the 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. For example, in recent years, Dial Corporation has strengthened its portfolio by selling off its less attractive businesses: bus line (Greyhound), knitting supplies, meatpacking, and computer leasing businesses. At the same time, it invested more heavily in its consumer products (Dial soap, Armour Star meats, Purex laundry products, and others) and services (Premier Cruise Lines, Dobbs airport services).

Management's first step is to identify the key businesses making up the company. These can be called the strategic business units. A strategic business unit (SBU) is a unit of the company that has a separate mission and objectives and that can be planned independently from other company businesses. An SBU can be a company division, a product line within a division, or sometimes a single product or brand.

The next step in business portfolio analysis calls for management to assess the attractiveness of its various SBUs and decide how much support each deserves. In some companies, this is done informally. Management looks at the company's collection of businesses or products and uses judgment to decide how much each SBU should contribute and receive. Other companies use formal portfolio-planning methods.

The purpose of strategic planning is to find ways in which the company can best use its strengths to take advantage of attractive opportunities in the environment. So most standard portfolio-analysis methods evaluate SBUs on two important dimensions—the attractiveness of the SBU's market or industry and the strength of the SBU's position in that market or industry. The best-known portfolio-planning method was developed by the Boston Consulting Group, a leading management consulting firm.

The Boston Consulting Group Approach

Using the Boston Consulting Group (BCG) approach, a company classifies all its SBUs according to the growth-share matrix shown in Figure 2.2. On the vertical axis, market growth rate provides a measure of market attractiveness. On the horizontal axis, relative market share serves as a measure of company strength in the market. By dividing the growth-share matrix as indicated, four types of SBUs can be distinguished:

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 down, and they will turn into cash cows.

Cash cows: Cash cows are low-growth, high-share businesses or products. These established and successful SBUs need less investment to hold their market share. Thus, they produce a lot of cash that the company uses to pay its bills and to support other SBUs that need investment.

Question marks: Question marks are low-share business units in high-growth markets. They require a lot of cash to hold their share, let alone increase it. Management has to think hard about which question marks it should try to build into stars and which should be phased out.

Dogs: Dogs are low-growth, low-share businesses and products. They may generate enough cash to maintain themselves but do not promise to be large sources of cash.
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	Figure 2.2
	The BCG growth share matrix


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 SBU's dollar sales. This company is in fair shape, although not in good shape. It wants to invest in the more promising question marks to make them stars and to maintain the stars so that they will become cash cows as their markets mature. Fortunately, it has two good-sized cash cows whose income helps finance the company's question marks, stars, and dogs. The company should take some decisive action concerning its dogs and its question marks. The picture would be worse if the company had no stars, if it had too many dogs, or if it had only one weak cash cow.

Once it has classified its SBUs, 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 order to build its share. Or it can invest just enough to hold the SBU's share at the current level. It can harvest the SBU, milking its short-term cash flow regardless of the long-term effect. Finally, the company can divest the SBU by selling it or phasing it out and using the resources elsewhere.

As time passes, SBUs change their positions in the growth-share matrix. Each SBU has a life cycle. Many SBUs start out as question marks and move into the star category if they succeed. They later become cash cows as market growth falls, then finally die off or turn into dogs toward the end of their life cycle. The company needs to add new products and units continuously so that some of them will become stars and, eventually, cash cows that will help finance other SBUs.

The General Electric Approach

General Electric introduced a comprehensive portfolio planning tool called a strategic business-planning grid (see Figure 2.3). Like the BCG approach, it uses a matrix with two dimensions—one representing industry attractiveness (the vertical axis) and one representing company strength in the industry (the horizontal axis). The best businesses are those located in highly attractive industries where the company has high business strength.
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	Figure 2.3
	General Electric's strategic business-planning grid


The GE approach considers many factors besides market growth rate as part of industry attractiveness. It uses an industry attractiveness index made up of market size, market growth rate, industry profit margin, amount of competition, seasonality and cyclicity of demand, and industry cost structure. Each of these factors is rated and combined in an index of industry attractiveness. For our purposes, an industry's attractiveness will be described as high, medium, or low. As an example, Kraft has identified numerous highly attractive industries—natural foods, specialty frozen foods, physical fitness products, and others. It has withdrawn from less attractive industries such as bulk oils and cardboard packaging.

For business strength, the GE approach again uses an index rather than a simple measure of relative market share. The business strength index includes factors such as the company's relative market share, price competitiveness, product quality, customer and market knowledge, sales effectiveness, and geographic advantages. These factors are rated and combined in an index of business strength, which can be described as strong, average, or weak. Thus, Kraft has substantial business strength in food and related industries but is relatively weak in the home appliances industry.

The grid is divided into three zones. The green cells at the upper left include the strong SBUs in which the company should invest and grow. The yellow diagonal cells contain SBUs that are medium in overall attractiveness. The company should maintain its level of investment in these SBUs. The three orange cells at the lower right indicate SBUs that are low in overall attractiveness. The company should give serious thought to harvesting or divesting these SBUs.

The circles represent four company SBUs; the areas of the circles are proportional to the relative sizes of the industries in which these SBUs compete. The pie slices within the circles represent each SBU's market share. Thus, circle A represents a company SBU with a 75 percent market share in a good-size, highly attractive industry in which the company has strong business strength. Circle B represents an SBU that has a 50 percent market share, but the industry is not very attractive. Circles C and D represent two other company SBUs in industries where the company has small market shares and not much business strength. Altogether, the company should build A, maintain B, and make some hard decisions about what to do with C and D.

Management would also plot the projected positions of the SBUs with and without changes in strategies. By comparing current and projected business grids, management can identify the major strategic issues and opportunities it faces.

Problems with Matrix Approaches

The BCG and other formal methods revolutionized strategic planning. However, such approaches have limitations. They can be difficult, time-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 classifying current businesses but provide little advice for future planning. Management must still rely on its own judgment to set the business objectives for each SBU, to determine what resources each will be given, and to figure out which new businesses should be added.

Formal planning approaches can also lead the company to place too much emphasis on market-share growth or growth through entry into attractive new markets. Using these approaches, many companies plunged into unrelated and new high-growth businesses that they did not know how to manage—with very bad results. At the same time, these companies were often too quick to abandon, sell, or milk to death their healthy mature businesses. As a result, many companies that diversified too broadly in the past now are narrowing their focus and getting back to the basics of serving one or a few industries that they know best.

Despite such problems, and although many companies have dropped formal matrix methods in favor of more customized approaches that are better suited to their situations, most companies remain firmly committed to strategic planning. During the 1970s, many companies embraced high-level corporate strategy planning as a kind of magical path to growth and profits. By the 1980s, however, such strategic planning took a backseat to cost and efficiency concerns, as companies struggled to become more competitive through improved quality, restructuring, downsizing, and reengineering. Recently, strategic planning has made a strong comeback. However, unlike former strategic-planning efforts, which rested mostly in the hands of senior managers, today's strategic planning has been decentralized. Increasingly, companies are moving responsibility for strategic planning out of company headquarters and placing it in the hands of cross-functional teams of line and staff managers who are close to their markets. Some teams even include customers and suppliers in their strategic-planning processes.10
Such analysis is no cure-all for finding the best strategy. But it can help management to understand the company's overall situation, to see how each business or product contributes, to assign resources to its businesses, and to orient the company for future success. When used properly, strategic planning is just one important aspect of overall strategic management, a way of thinking about how to manage a business.

Developing Growth Strategies in the Age of Connectedness

Beyond evaluating current businesses, designing the business portfolio involves finding businesses and products the company should consider in the future. Companies need growth if they are to compete more effectively, satisfy their stakeholders, and attract top talent. "Growth is pure oxygen," states one executive. "It creates a vital, enthusiastic corporation where people see genuine opportunity. . . . In that way, growth is more than our single most important financial driver; it's an essential part of our corporate culture." At the same time, a firm must be careful not to make growth itself an objective. The company's objective must be "profitable growth."

Marketing has the main responsibility for achieving profitable growth for the company. Marketing must identify, evaluate, and select market opportunities and lay down strategies for capturing them. One useful device for identifying growth opportunities is the product-market expansion grid, shown in Figure 2.4.11 We apply it here to Starbucks.
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	Figure 2.4
	Market opportunity identification through the product-market expansion grid


First, Starbucks management might consider whether the company can achieve deeper market penetration —making more sales to current customers without changing its products. It might add new stores in current market areas to make it easier for more customers to visit. Improvements in advertising, prices, service, menu selection, or store design might encourage customers to stop by more often or to buy more during each visit. For example, Starbucks recently began adapting its menu to local tastes around the country.

In the South, where customers tend to come later in the day and linger for a bit, [such tailoring] meant adding more appealing dessert offerings, as well as designing larger, more comfortable locations. [In Atlanta, Starbucks] opened bigger stores with such amenities as couches and outdoor tables, so that people would feel comfortable hanging out, especially in the evening. . . . Building on its Atlanta experience, Starbucks is tailoring its stores to local tastes around the country. That's why you find café au lait as well as toasted items in New Orleans, neither of which is available elsewhere in the country. (Bagel sales in New Orleans tripled once Starbucks began toasting them.) Or why coffee cake is featured in the Northeast, where it's more popular.12
Basically, Starbucks would like to increase patronage by current customers and attract competitors' customers to Starbucks shops.

Second, Starbucks management might consider possibilities for market development—identifying and developing new markets for its current products. For instance, managers could review new demographic markets—such as senior consumers or ethnic groups—to see if new groups could be encouraged to visit Starbucks coffee shops for the first time or to buy more from them. Managers also could review new geographical markets. Starbucks is now expanding swiftly into new U.S. markets, especially in the Southeast and Southwest. It is also developing its international markets, with stores popping up rapidly in Asia, Europe, and Australia.

Third, management could consider product development—offering modified or new products to current markets. For example, Starbucks is increasing its food offerings in an effort to bring customers into its stores during the lunch and dinner hours and to increase the amount of the average customer's sales ticket. The company is also partnering with other firms to sell coffee in supermarkets and to extend its brand to new products, such as coffee ice cream (with Breyer's) and bottled Frappuccino drinks (with PepsiCo).

Fourth, Starbucks might consider diversification. It could start up or buy businesses outside of its current products and markets. For example, Starbucks is testing two new restaurant concepts—Café Starbucks and Circadia—in an effort to offer new formats to related but new markets. In a more extreme diversification, Starbucks might consider leveraging its strong brand name by making and marketing a line of branded casual clothing consistent with the "Starbucks experience." However, this would probably be unwise. Companies that diversify too broadly into unfamiliar products or industries can lose their market focus, something that some critics are already concerned about with Starbucks.
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	Let's now look at how Starbucks is using technology to grow its customer base.
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Planning Cross-Functional Strategies

The company's strategic plan establishes what kinds of businesses the company will be in and its objectives for each. Then, within each business unit more detailed planning must take place. The major functional departments in each unit—marketing, finance, accounting, purchasing, manufacturing, information systems, human resources, and others—must work together to accomplish strategic objectives.

Marketing's Role in Strategic Planning

There is much overlap between overall company strategy and marketing strategy. Marketing looks at consumer needs and the company's ability to satisfy them; these same factors guide the company's overall mission and objectives.

Marketing plays a key role in the company's strategic planning in several ways. First, marketing provides a guiding philosophy—the marketing concept—that suggests company strategy should revolve around serving the needs of important consumer groups. Second, marketing provides inputs to strategic planners by helping to identify attractive market opportunities and by assessing the firm's potential to take advantage of them. Finally, within individual business units, marketing designs strategies for reaching the unit's objectives. Once the unit's objectives are set, marketing's task is to carry them out profitably.

Marketing and the Other Business Functions

Marketers play an important role in delivering customer value and satisfaction. However, as we noted in chapter 1, marketing cannot do this alone. Because customer value and satisfaction are affected by the performance of other functions, all departments must work together to deliver superior value and satisfaction. Marketing plays an integrative role to help ensure that all departments work together toward this goal.

Cross-Functional Conflict

Each business function has a different view of which publics and activities are most important. Operations focuses on suppliers and production; finance is concerned with stockholders and sound investment; marketing emphasizes consumers and products, pricing, promotion, and distribution. Ideally, the different functions should work in harmony to produce value for consumers. But in practice, departmental relations are full of conflicts and misunderstandings. The marketing department takes the consumer's point of view. But when marketing tries to develop customer satisfaction, it often causes other departments to do a poorer job in their terms. Marketing department actions can increase purchasing costs, disrupt production schedules, increase inventories, and create budget headaches. Thus, the other departments may resist bending their efforts to the will of the marketing department.

Yet marketers must get all departments to "think consumer" and to put the consumer at the center of company activity. Customer satisfaction requires a total company, cross-functional effort to deliver superior value to target customers.

Creating value for buyers is much more than a "marketing function"; rather, [it's] analogous to a symphony orchestra in which the contribution of each subgroup is tailored and integrated by a conductor—with a synergistic effect. A seller must draw upon and integrate effectively . . . its entire human and other capital resources. . . . [Creating superior value for buyers] is the proper focus of the entire business and not merely of a single department in it.13
The DuPont "Adopt a Customer" program recognizes the importance of having people in all of its functions who are "close to the customer." For example, operators from DuPont's nylon spinning mills visit customer factories where DuPont nylon is transformed into swimsuits and other garments, talking to the customer's operators about quality and other problems they encounter with the nylon. Then, the DuPont operators represent their customers on the factory floor. If quality or delivery problems arise, the operators are more likely to see their adopted customers' point of view and to make decisions that will keep this customer happy.14
Jack Welch, General Electric's highly regarded CEO, tells his employees: "Companies can't give job security. Only customers can!" He emphasizes that all General Electric people, regardless of their department, have an impact on customer satisfaction and retention. His message: "If you are not thinking customer, you are not thinking."15
	Strategic Planning and Small Businesses


Many discussions of strategic planning focus on large corporations with many divisions and products. However, small businesses can also benefit from sound strategic planning. Whereas most small ventures start out with extensive business and marketing plans used to attract potential investors, strategic planning often falls by the wayside once the business gets going. Entrepreneurs and presidents of small companies are more likely to spend their time "putting out fires" than planning. But what does a small firm do when it finds that it has taken on too much debt, when its growth is exceeding production capacity, or when it's losing market share to a competitor with lower prices? Strategic planning can help small business managers to anticipate such situations and determine how to prevent or handle them.

King's Medical Company of Hudson, Ohio, provides an example of how one small company uses very simple strategic-planning tools to chart its course every three years. King's Medical owns and manages magnetic-resonance-imaging (MRI) equipment million-dollar-plus machines that produce X-ray-type pictures. Several years ago, Dr. William Patton, Ph.D., then a consultant and the company's "planning guru," pointed to strategic planning as the key to his small company's very rapid growth and high profit margins. Patton claimed, "A lot of literature says there are three critical issues to a small company: cash flow, cash flow, cash flow. I agree those issues are critical, but so are three more: planning, planning, planning." King's Medical's planning process, which hinges on an assessment of the company, its place in the market, and its goals, includes the following steps.16
1. Identify the major elements of the business environment in which the organization has operated over the past few years. 

2. Describe the mission of the organization in terms of its nature and function for the next two years. 

3. Explain the internal and external forces that will impact the mission of the organization. 

4. Identify the basic driving force that will direct the organization in the future. 

5. Develop a set of long-term objectives that will identify what the organization will become in the future. 

6. Outline a general plan of action that defines the logistical, financial, and personnel factors needed to integrate the long-term objectives into the total organization. 

Clearly, strategic planning is crucial to a small company's future. Thom Wellington, president of Wellington Environmental Consulting and Construction, Inc., says that it's important to do strategic planning at a site away from the office. An off-site location offers psychologically neutral ground where employees can be "much more candid," and it takes entrepreneurs away from the scene of the fires they spend so much time stamping out.17
	The Marketing Process


The strategic plan defines the company's overall mission and objectives. Within each business unit, marketing plays a role in helping to accomplish the overall strategic objectives. Marketing's role and activities in the organization are shown in Figure 2.5, which summarizes the entire marketing process and the forces influencing company marketing strategy.
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	Figure 2.5
	Factors influencing company marketing strategy


Target consumers stand in the center. The goal is to build strong and profitable connections with these consumers. The company first identifies the total market, then divides it into smaller segments, selects the most promising segments, and focuses on serving and satisfying these segments. It designs a marketing mix made up of factors under its control—product, price, place, and promotion. To find the best marketing mix and put it into action, the company engages in marketing analysis, planning, implementation, and control. Through these activities, the company watches and adapts to the marketing environment. We will now look briefly at each element in the marketing process. In later chapters, we will discuss each element in more depth.

Connecting with Consumers

To succeed in today's competitive marketplace, companies must be customer centered, winning customers from competitors, then keeping and growing them by delivering greater value. But before it can satisfy consumers, a company must first understand their needs and wants. Thus, sound marketing requires a careful analysis of consumers. Companies know that they cannot connect profitably 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 some companies are in a better position to serve certain segments of the market. Thus, each company must divide up the total market, choose the best segments, and design strategies for profitably serving chosen segments better than its competitors do. This process involves three steps: market segmentation, market targeting, and market positioning.
Market Segmentation

The market consists of many types of customers, products, and needs, and the marketer has to determine which segments offer the best opportunity for achieving company objectives. Consumers can be grouped and served in various ways based on geographic, demographic, psychographic, and behavioral factors. The process of dividing a market into distinct groups of buyers with different needs, characteristics, or behavior who might require separate products or marketing mixes is called market segmentation.

Every market has segments, but not all ways of segmenting a market are equally useful. For example, Tylenol would gain little by distinguishing between male and female users of pain relievers if both respond the same way to marketing efforts. A market segment consists of consumers who respond in a similar way to a given set of marketing efforts. In the car market, for example, consumers who choose the biggest, most comfortable car regardless of price make up one market segment. Another segment would be customers who care mainly about price and operating economy. It would be difficult to make one model of car that was the first choice of every consumer. Companies are wise to focus their efforts on meeting the distinct needs of one or more market segments.

Market Targeting

After a company has defined market segments, it can enter one or many segments of a given market. Market targeting involves evaluating each market segment's attractiveness and selecting one or more segments to enter. A company should target segments in which it can profitably generate the greatest customer value and sustain it over time. A company with limited resources might decide to serve only one or a few special segments or "market niches." This strategy limits sales but can be very profitable. Or a company might choose to serve several related segments—perhaps those with different kinds of customers but with the same basic wants. Or a large company might decide to offer a complete range of products to serve all market segments.

Most companies enter a new market by serving a single segment, and if this proves successful, they add segments. Large companies eventually seek full market coverage. They want to be the General Motors of their industry. GM says that it makes a car for every "person, purse, and personality." The leading company normally has different products designed to meet the special needs of each segment.

Market Positioning

After a company has decided which market segments to enter, it must decide what positions it wants to occupy in those segments. A product's position is the place the product occupies relative to competitors in consumers' minds. If a product is perceived to be exactly like another product on the market, consumers would have no reason to buy it.

Market positioning is arranging for a product to occupy a clear, distinctive, and desirable place relative to competing products in the minds of target consumers. Thus, marketers plan positions that distinguish their products from competing brands and give them the greatest strategic advantage in their target markets. For example, the Ford Taurus is "built to last"; Chevy Blazer is "like a rock." Saturn is "a different kind of company, different kind of car," and you can just "Imagine Yourself in a Mercury." Lexus avows "the relentless pursuit of excellence," Jaguar is positioned as "a blending of art and machine," and Mercedes is "engineered like no other car in the world." The luxurious Bentley promises "18 handcrafted feet of shameless luxury." Such deceptively simple statements form the backbone of a product's marketing strategy.
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	Positioning: Bentley promises "18 handcrafted feet of shameless luxury." Such deceptively simple statements form the backbone of a product's marketing strategy.


In positioning its product, the company first identifies possible competitive advantages on which to build the position. To gain competitive advantage, the company must offer greater value to chosen target segments, either by charging lower prices than competitors do or by offering more benefits to justify higher prices. But if the company positions the product as offering greater value, it must then deliver that greater value. Thus, effective positioning begins with actually differentiating the company's marketing offer so that it gives consumers more value than they are offered by the competition. Once the company has chosen a desired position, it must take strong steps to deliver and communicate that position to target consumers. The company's entire marketing program should support the chosen positioning strategy.
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	Take a moment to consider how companies today try to meet the needs of individual consumers.
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Marketing Strategies for Competitive Advantage

To be successful, the company must do a better job than its competitors of satisfying target consumers. Thus, marketing strategies must be geared to the needs of consumers and also to the strategies of competitors.

Designing competitive marketing strategies begins with thorough competitor analysis. The company constantly compares the value and customer satisfaction delivered by its products, prices, channels, and promotion with those of its close competitors. In this way it can discern areas of potential advantage and disadvantage. The company asks: Who are our competitors? What are their objectives and strategies? What are their strengths and weaknesses? How will they react to different competitive strategies we might use?

The competitive marketing strategy a company adopts depends on its industry position. A firm that dominates a market can adopt one or more of several market leader strategies. Well-known leaders include Coca-Cola (soft drinks), Microsoft (computer software), Caterpillar (large construction equipment), IBM (computers and information technology services), Wal-Mart (retailing), Boeing (aircraft), and America Online (Internet and online services). Market challengers are runner-up companies that aggressively attack competitors to get more market share. For example, Pepsi challenges Coke, Komatsu challenges Caterpillar, and MSN challenges America Online. The challenger might attack the market leader, other firms its own size, or smaller local and regional competitors.
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	Nichers specialize along market, customer, product, or marketing-mix lines. For example, Arm & Hammer has a lock on the baking soda corner of most consumer goods categories.


Some runner-up firms will choose to follow rather than challenge the market leader. Firms using market follower strategies seek stable market shares and profits by following competitors' product offers, prices, and marketing programs. Smaller firms in a market, or even larger firms that lack established positions, often adopt market nicher strategies. They specialize in serving market niches that major competitors overlook or ignore. For example, Arm & Hammer has a lock on the baking soda corner of most consumer goods categories, including toothpaste, deodorizers, and others. Oshkosh Truck has found its niche as the world's largest producer of airport rescue trucks and front-loading concrete mixers. "Nichers" avoid direct confrontations with the majors by specializing along market, customer, product, or marketing mix lines. Through smart niching, smaller firms in an industry can be as profitable as their larger competitors. We will discuss competitive marketing strategies more fully in chapter 18.

	



	[image: image32.png]



	Take a moment to watch a group of managers discuss competitive advantage.
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Developing the Marketing Mix

Once the company has decided on its overall competitive marketing strategy, it is ready to begin planning the details of the marketing mix, one of the major concepts in modern marketing. We define marketing mix as 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 collected into four groups of variables known as the "four Ps": product, price, place, and promotion.18 Figure 2.6 shows the particular marketing tools under each P.
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	Figure 2.6
	The four Ps of the marketing mix


Product means the goods-and-services combination the company offers to the target market. Thus, a Ford Taurus product consists of nuts and bolts, spark plugs, pistons, headlights, and thousands of other parts. Ford offers several Taurus styles and dozens of optional features. The car comes fully serviced and with a comprehensive warranty that is as much a part of the product as the tailpipe.

Price is the amount of money customers have to pay to obtain the product. Ford calculates suggested retail prices that its dealers might charge for each Taurus. But Ford dealers rarely charge the full sticker price. Instead, they negotiate the price with each customer, offering discounts, trade-in allowances, and credit terms to adjust for the current competitive situation and to bring the price 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 maintains a large body of independently owned dealerships that sell the company's many different models. Ford selects its dealers carefully and supports them strongly. The dealers keep an inventory of Ford automobiles, demonstrate them to potential buyers, negotiate prices, close sales, and service the cars after the sale.

Promotion means activities that communicate the merits of the product and persuade target customers to buy it. Ford spends more than $1.2 billion each year on advertising to tell consumers about the company and its products. Dealership salespeople assist potential buyers and persuade them that Ford is the best car for them. Ford and its dealers offer special promotions—sales, cash rebates, low financing rates—as added purchase incentives.

An effective marketing program blends all of the marketing mix elements into a coordinated program designed to achieve the company's marketing objectives by delivering value to consumers. The marketing mix constitutes the company's tactical tool kit for establishing strong positioning in target markets.

Some critics feel that the four Ps may omit or underemphasize certain important activities. For example, they ask, "Where are services?" Just because they don't start with a P doesn't justify omitting them. The answer is that services, such as banking, airline, and retailing services, are products too. We might call them service products. "Where is packaging?" the critics might ask. Marketers would answer that they include packaging as just one of many product decisions. All said, as Figure 2.6 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 not whether there should be four, six, or ten Ps so much as what framework is most helpful in designing marketing programs.

There is another concern, however, that is valid. It holds that the four Ps concept takes the seller's view of the market, not the buyer's view. From the buyer's viewpoint, in this age of connectedness, the four Ps might be better described as the four Cs:19
	4Ps
	4Cs

	Product
	Customer solution

	Price
	Customer cost

	Place
	Convenience

	Promotion
	Communication


Thus while marketers see themselves as selling a product, customers see themselves as buying value or a solution to their problem. Customers are interested in more than the price; they are interested in the total costs of obtaining, using, and disposing of a product. Customers want the product and service to be as conveniently available as possible. Finally, they want two-way communication. Marketers would do well to first think through the four Cs and then build the four Ps on that platform.

	Managing the Marketing Effort


The company wants to design and put into action the marketing mix that will best achieve its objectives in its target markets. Figure 2.7 shows the relationship between the four marketing management functions—analysis, planning, implementation, and control. The company first develops overall strategic plans, then translates these companywide strategic plans into marketing and other plans for each division, product, and brand. Through implementation, the company turns the plans into actions. Control consists of measuring 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.
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	Figure 2.7
	The relationship between analysis, planning, implementation, and control


Marketing Analysis

Managing the marketing function begins with a complete analysis of the company's situation. The company must analyze its markets and marketing environment to find attractive opportunities and to avoid environmental threats. It must analyze company strengths and weaknesses as well as current and possible marketing actions to determine which opportunities it can best pursue. Marketing provides input to each of the other marketing management functions. We discuss marketing analysis more fully in chapter 4.
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	Take a moment to watch a manager discuss an opportunity in her company's marketing environment.
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Marketing Planning

Through strategic planning, the company decides what it wants to do with each business unit. Marketing planning involves deciding on marketing strategies that will help the company attain its overall strategic objectives. A detailed marketing plan is needed for each business, product, or brand. What does a marketing plan look like? Our discussion focuses on product or brand plans.

Table 2.2 outlines the major sections of a typical product or brand 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 analysis of the current marketing situation as well as potential threats and opportunities. It next states major objectives for the brand and outlines the specifics of a marketing strategy for achieving them.
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	Table 2.2
	Contents of a Marketing Plan

	Section
Purpose
Executive summary

Presents a brief 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 table of contents should follow the executive summary.

Current marketing situation

Describes the target market and company's position in it, including information about the market, product performance, competition, and distribution. This section includes: 

· A market description 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 margins of the major products in the product line. 

· A review of competition, which identifies major competitors and assesses their market positions and strategies for product quality, pricing, distribution, and promotion. 

· A review of distribution, which evaluates recent sales trends and other developments in major distribution channels.

Threats and opportunity analysis

Assesses major threats and opportunities that the product might face, helping management to anticipate important positive or negative developments that might have an impact on the firm and its strategies.

Objectives and issues

States the marketing objectives that the company would like to attain during the plan's term and discusses key issues 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.

Marketing strategy

Outlines the broad marketing logic by which the business unit hopes to achieve its marketing objectives and the specifics of target markets, positioning, and marketing expenditure levels. It outlines specific strategies for each marketing mix element and explains how each responds to the threats, opportunities, and critical issues spelled out earlier in the plan.

Action programs

Spells out how marketing strategies will be turned into specific action programs that answer the following questions: What will be done? When will it be done? Who is responsible for doing it? How much will it cost?

Budgets

Details a supporting marketing budget that is essentially a projected profit-and-loss statement. It shows expected revenues (forecasted number of units sold and the average net price) 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, production scheduling, personnel planning, and marketing operations.

Controls

Outlines the control that will be used to monitor progress and allow higher management to review implementation results and spot products that are not meeting their goals.




A marketing strategy is the marketing logic whereby the company hopes to achieve its marketing objectives. It consists of specific strategies for target markets, positioning, the marketing mix, and marketing expenditure levels. In this section, the planner explains how each strategy responds to the threats, opportunities, and critical issues spelled out earlier in the plan. Additional sections of the marketing plan lay out an action program for implementing the marketing strategy along with the details of a supporting marketing budget. The last section outlines the controls that will be used to monitor progress and take corrective action.20
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 implementation is the process that turns marketing plans into marketing actions in order to accomplish strategic marketing objectives. Implementation involves day-to-day, month-to-month activities that effectively put the marketing plan to work. Whereas marketing planning addresses the what and why of marketing activities, implementation addresses the who, where, when, and how.
Many managers think that "doing things right" (implementation) is as important, or even more important, than "doing the right things" (strategy). The fact is that both are critical to success.21 However, companies can gain competitive advantages through effective implementation. One firm can have essentially the same strategy as another yet win in the marketplace through faster or better execution. Still, implementation is difficult—it is often easier to think up good marketing strategies than it is to carry them out.

In an increasingly connected world, people at all levels of the marketing system must work together to implement marketing plans and strategies. At Black & Decker, for example, marketing implementation for the company's power tool products requires day-to-day decisions and actions by thousands of people both inside and outside the organization. Marketing managers make decisions about target segments, branding, packaging, pricing, promoting, and distributing. They connect with people elsewhere in the company to get support for their products and programs. They talk with engineering about product design, with manufacturing about production and inventory levels, and with finance about funding and cash flows. They also connect with outside people, such as advertising agencies to plan ad campaigns and the media to obtain publicity support. The sales force urges Home Depot, Wal-Mart, and other retailers to advertise Black & Decker products, provide ample shelf space, and use company displays.

Successful marketing implementation depends on how well the company blends its people, organizational structure, decision and reward systems, and company culture into a cohesive action program that supports its strategies. At all levels, the company must be staffed by people who have the needed skills, motivation, and personal characteristics. The company's formal organization structure plays an important role in implementing marketing strategy; so do its decision and reward systems. For example, if a company's compensation system rewards managers for short-run profit results, they will have little incentive to work toward long-run market-building objectives.

Finally, to be successfully implemented, the firm's marketing strategies must fit with its company 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 almost cultlike cultures built around strong, market-oriented missions. At companies such as Wal-Mart, Microsoft, Nordstrom, Citicorp, Procter & Gamble, Walt Disney, and Hewlett-Packard, "employees share such a strong vision that they know in their hearts what's right for their company."22
Marketing Department Organization

The company must design a marketing department that can carry out marketing strategies and plans. If the company is very small, one person might do all of the marketing work—research, selling, advertising, customer service, and other activities. As the company expands, a marketing department organization emerges to plan and carry out marketing activities. In large companies, this department contains many specialists. Thus, Black & Decker has product and market managers, sales managers and salespeople, market researchers, advertising experts, and other specialists.

Modern marketing departments can be arranged in several ways. The most common form of marketing organization is the functional organization in which different marketing activities are headed by a functional specialist—a sales manager, advertising manager, marketing research manager, customer service manager, new-product manager. A company that sells across the country or internationally often uses a geographic organization in which its sales and marketing people are assigned to specific countries, regions, and districts. Geographic organization allows salespeople to settle into a territory, get to know their customers, and work with a minimum of travel time and cost.

Companies with many, very different products or brands often create a product management organization. Using this approach, a product manager develops and implements a complete strategy and marketing program for a specific product or brand. Product management first appeared at Procter & Gamble in 1929. A new company soap, Camay, 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 managers.23 Since then, many firms, especially consumer products companies, have set up product management organizations. However, recent dramatic changes in the marketing environment have caused many companies to rethink the role of the product manager..

For companies that sell one product line to many different types of markets that have different needs and preferences, a market management organization might be best. A market management organization is similar to the product management organization. Market managers are responsible for developing marketing strategies and plans for their specific markets. This system's main advantage is that the company is organized around the needs of specific customer segments.

Large companies that produce many different products flowing into many different geographic and customer markets usually employ some combination of the functional, geographic, product, and market organization forms. This ensures that each function, product, and market receives its share of management attention. However, it can also add costly layers of management and reduce organizational flexibility. Still, the benefits of organizational specialization usually outweigh the drawbacks.24
Marketing Control

Because many surprises occur during the implementation of marketing plans, the marketing department must practice constant marketing control. Marketing control involves evaluating the results of marketing strategies and plans and taking corrective action to ensure that objectives are attained. Figure 2.8 shows that implementation involves four steps. Management first sets specific marketing goals. It then measures its performance in the marketplace and evaluates the causes of any differences between expected and actual performance. Finally, management takes corrective action to close the gaps between its goals and its performance. This may require changing the action programs or even changing the goals.
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	Figure 2.8
	The control process


Operating control involves checking ongoing performance against the annual plan and taking corrective action when necessary. Its purpose is to ensure that the company achieves the sales, profits, and other goals set out in its annual plan. It also involves determining the profitability of different products, territories, markets, and channels.

Strategic control involves looking at whether the company's basic strategies are well matched to its opportunities. Marketing strategies and programs can quickly become outdated, and each company should periodically reassess its overall approach to the marketplace. A major tool for such strategic control is a marketing audit. The marketing audit is a comprehensive, systematic, independent, and periodic examination of a company's environment, objectives, strategies, and activities to determine problem areas and opportunities. The audit provides good input for a plan of action to improve the company's marketing performance.25
The marketing audit covers all major marketing areas of a business, not just a few trouble spots. It assesses the marketing environment, marketing strategy, marketing organization, marketing systems, marketing mix, and marketing productivity and profitability. The audit is normally conducted by an objective and experienced outside party. Table 2.3 shows the kinds of questions the marketing auditor might ask. The findings may come as a surprise—and sometimes as a shock—to management. Management then decides which actions make sense and how and when to implement them.
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	Table 2.3
	Marketing Audit Questions

	Marketing Environment Audit
1. The macroenvironment: What major demographic, economic, natural, technological, political, and cultural trends pose threats and opportunities for this company? 

2. The task environment: 

· Markets and customers: What is happening to marketing size, growth, geographic distribution, and profits? What are the major market segments? How do customers make their buying decisions? How do they rate the company on product quality, value, and service? 

· Other factors in the marketing system: Who are the company's major competitors and what are their strategies, strengths, and weaknesses? How are the company's channels performing? What trends are affecting suppliers? What key publics provide problems or opportunities? 

Marketing Strategy Audit
1. Business mission and marketing objectives: Is the mission clearly defined and market oriented? Has the company set clear objectives to guide marketing planning and performance? 

2. Marketing strategy: Does the company have a strong marketing strategy for achieving its objectives? 

3. Budgets: Has the company budgeted sufficient resources to segments, products, territories, and marketing mix elements? 

Marketing Organization Audit
1. Formal structure: Are marketing activities optimally structured along functional, product, market, and territory lines? 

2. Functional efficiency: Do marketing and sales communicate effectively? Is marketing staff well trained, supervised, motivated, and evaluated? 

3. Cross-functional efficiency: Do marketing people work well with people in operations, R&D, purchasing, human resources, information technology, and other nonmarketing areas?

Marketing Systems Audit
1. Marketing information system: Is the marketing intelligence system providing accurate and timely information? Is the company using marketing research effectively? 

2. Marketing planning system: Does the company prepare annual, long-term, and strategic plans? Are they used? 

3. Marketing control system: Are annual plan objectives being achieved? Does management periodically analyze product, market, and channel sales and profitability? 

4. New-product development: Does the company have an effective new-product development process? Has the company succeeded with new products? 

Marketing Productivity Audit
1. Profitability analysis: How profitable are the company's different products, markets, territories, and channels? Should the company enter, expand, or withdraw from any business segments? 

2. Cost-effectiveness analysis: Do any marketing activities have excessive costs? How can costs be reduced? 

Marketing Function Audit
1. Products: What are the company's product line objectives? Should some current products be phased out or new products be added? Would some products benefit from changes in quality, features, or style? 

2. Price: Are the company's pricing policies and procedures appropriate? Are prices in line with customers' perceived value? 

3. Distribution: What are the company's distribution objectives and strategies? Should existing channels be changed or new ones added? 

4. Promotion: Does the company have well-developed advertising, sales promotion, and public relations programs? Is the sales force large enough and well trained, supervised, and motivated? 




The Marketing Environment

Managing the marketing function would be hard enough if the marketer had to deal only with the controllable marketing mix variables. But the company operates in a complex marketing environment, consisting of uncontrollable forces to which the company must adapt. The environment produces both threats and opportunities. The company must carefully analyze its environment so that it can avoid the threats and take advantage of the opportunities.

The company's marketing environment includes forces close to the company that affect its ability to serve consumers, such as other company departments, channel members, suppliers, competitors, and publics. It also includes broader demographic and economic forces, political and legal forces, technological and ecological forces, and social and cultural forces. In order to connect effectively with consumers, others in the company, external partners, and the world around them, marketers need to consider all of these forces when developing and positioning its offer to the target market. The marketing environment is discussed more fully in chapter 3.

Key Terms
strategic planning 

The process of developing and maintaining a strategic fit between the organization's goals and capabilities and its changing marketing opportunities. It involves defining a clear company mission, setting supporting objectives, designing a sound business portfolio, and coordinating functional strategies.

mission statement 

A statement of the organization's purpose—what it wants to accomplish in the larger environment.

business portfolio 

The collection of businesses and products that make up the company.

portfolio analysis 

A tool by which management identifies and evaluates the various businesses that make up the company.

strategic business unit (SBU) 

A unit of the company that has a separate mission and objectives and that can be planned independently from other company businesses. An SBU can be a company division, a product line within a division, or sometimes a single product or brand.

growth-share matrix 

A portfolio-planning method that evaluates a company's strategic business units in terms of their market growth rate and relative market share. SBUs are classified as stars, cash cows, question marks, or dogs.

product–market expansion grid 

A portfolio-planning tool for identifying company growth opportunities through market penetration, market development, product development, or diversification.

market penetration 

A strategy for company growth by increasing sales of current products to current market segments without changing the product.

market development 

A strategy for company growth by identifying and developing new market segments for current company products.

product development 

A strategy for company growth by offering modified or new products to current market segments. Developing the product concept into a physical product in order to ensure that the product idea can be turned into a workable product.

diversification 

A strategy for company growth by starting up or acquiring businesses outside the company's current products and markets.

marketing process 

The process of (1) analyzing marketing opportunities, (2) selecting target markets, (3) developing the marketing mix, and (4) managing the marketing effort.

market segmentation 

Dividing a market into distinct groups of buyers on the basis of needs, characteristics, or behavior who might require separate products or marketing mixes.

market segment 

A group of consumers who respond in a similar way to a given set of marketing efforts.

market targeting 

The process of evaluating each market segment's attractiveness and selecting one or more segments to enter.

market positioning 

Arranging for a product to occupy a clear, distinctive, and desirable place relative to competing products in the minds of target consumers.

marketing mix 

The set of controllable tactical marketing tools—product, price, place, and promotion—that the firm blends to produce the response it wants in the target market.

marketing strategy 

The marketing logic by which the business unit hopes to achieve its marketing objectives.

marketing implementation 

The process that turns marketing strategies and plans into marketing actions in order to accomplish strategic marketing objectives.

marketing control 

The process of measuring and evaluating the results of marketing strategies and plans and taking corrective action to ensure that marketing objectives are achieved.

marketing audit 

A comprehensive, systematic, independent, and periodic examination of a company's environment, objectives, strategies, and activities to determine problem areas and opportunities and to recommend a plan of action to improve the company's marketing performance.

