Summary of Key Points for Chapter 2
Chapter Objectives:
1. Explain companywide strategic planning and its four steps.

2. Discuss briefly how to design business portfolios and develop growth strategies.

3. Explain marketing’s role under strategic planning and how marketing works with its partners to create and deliver customer value.

4. Describe the elements of a customer-driven marketing strategy and mix, and the forces that influence it.

5. List the marketing management functions, including the elements of a marketing plan. 
COMPANYWIDE STRATEGIC PLANNING: DEFINING MARKETING’S ROLE
The task of selecting an overall company strategy for long-run survival and growth is called strategic planning. Companies typically prepare annual plans, long-range plans, and strategic plans.
Strategic planning is the process of developing and maintaining a strategic fit between the organization’s goals and capabilities and its changing market opportunities.  Refer to Figure 2.1 on pg. 63, which shows the 4 steps in strategic planning.
1.
Defining a Market-Oriented Mission

Many organizations develop formal mission statements. A mission statement is a statement of the organization’s purpose – what it wants to accomplish in the larger environment. 
A clear mission statement guides people in the organization.

A market-oriented mission statement defines the business in terms of satisfying basic customer needs. See Table 2.1 (pg. 64) for market-oriented vs. product-oriented definitions.
Management should avoid making its mission too narrow or too broad. 
Missions should be realistic, specific, fit the market environment, based on the company’s distinctive competencies, and motivating.
2.
Setting Company Objectives and Goals

The company’s mission needs to be turned into detailed supporting objectives for each level of management.

The mission leads to a hierarchy of objectives, including business objectives and marketing objectives.

Marketing strategies and programs must be developed to support these marketing objectives.

3.
Designing the Business Portfolio

A business portfolio is the collection of businesses and products that make up the company. 
The best portfolio is the one that best fits the company’s strengths and weaknesses to opportunities in the environment. The major activity in strategic planning is business portfolio analysis, whereby management evaluates the products and businesses making up the company.
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.

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.

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 Boston Consulting Group Approach: The best-known portfolio-planning method was developed by the Boston Consulting Group (Figure 2.2, pg. 66). 

The company can invest more in the business unit in order to grow its share. 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. Or it can divest the SBU by selling it or phasing it out.
Many companies have dropped formal matrix methods in favour of more customized approaches that are better suited to their specific situations.
Developing Strategies for Growth and Downsizing
Designing the business portfolio involves finding businesses and products the company should consider in the future.

Marketing must identify, evaluate, and select market opportunities and lay down strategies for capturing them. 
The product/market expansion grid is shown in Figure 2.3 on pg. 67.

· Market penetration involves making more sales to current customers without changing its products.
· Market development involves identifying and developing new markets for its current products.
· Product development is offering modified or new products to current markets.
· Diversification is where a company starts up or buys businesses outside of its current products and markets.

Companies must also develop strategies for downsizing their businesses.
4.
Planning Marketing: Partnering to build customer relationships
Within each business unit, more detailed planning takes place. The major functional departments in each unit must work together to accomplish strategic objectives.

Marketing provides a guiding philosophy—the marketing concept—that suggests that company strategy should revolve around building profitable relationships with important customer groups.

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.

Marketing designs strategies for reaching the unit’s objectives.

Partnering with Other Departments in the company
Each department in the can be thought of as a link in the company’s value chain. 
The value chain is the series of departments that carry out value-creating activities to design, produce, market, deliver, and support the firm’s products.

A company’s value chain is only as strong as its weakest link. 
Success depends on how well each department performs its work of adding customer value and on how well the activities of various departments are coordinated.

In practice, departmental relations are full of conflicts and misunderstandings.

Partnering with Others in the Marketing System

The firm needs to look beyond its own value chain and into the value chains of its suppliers, distributors, and ultimately, customers.  
More companies today are partnering with other members of the supply chain to improve the performance of the customer value-delivery network.

Increasingly, today’s competition no longer takes place between individual competitors. Rather, it takes place between the entire value-delivery networks created by these competitors.
MARKETING STRATEGY AND THE MARKETING MIX
Marketing’s role and activities are show in Figure 2.4 on pg. 73; it summarizes the major activities involved in managing marketing strategies and the marketing mix.
Marketing strategy is the marketing logic by which the company hopes to achieve  profitable relationships.

Customer-Driven Marketing Strategy

Companies know that they cannot profitably serve all consumers in a given market – at least not all consumers in the same way.

The process of dividing a market into distinct groups of buyers with different needs, characteristics, or behavior who might require separate products or marketing programs is called market segmentation.

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.

Market Differentiation and Positioning A product’s position is the place the product occupies relative to competitors in consumers’ minds. 
Marketers want to develop unique market positions for their products.

Market positioning is arranging for a product to occupy a clear, distinctive, and desirable place relative to competing products in the minds of target customers. 
Positioning establishes differentiation. 

To gain competitive advantage, the company must offer value to target consumers. This is accomplished through product differentiation – actually differentiating the company’s market offering so that it gives consumers more value.

Developing an Integrated Marketing Mix
The marketing mix is the set of controllable, tactical marketing tools that the firm blends to produce the response it wants in the target market. This is described in Figure 2.5 on pg. 76.
Product means the goods-and-services combination the company offers to the target market.

Price is the amount of money customers pay to obtain the product.

Place includes company activities that make the product available to target consumers.

Promotion means activities that communicate the merits of the product and persuade target customers to buy it.

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.

From the buyer’s viewpoint, in this age of customer relationships, the 4 Ps might be better described as the 4 Cs:
· Customer solution, 

· Customer cost, 

· Convenience, 

· Communication.

MANAGING THE MARKETING EFFORT
Managing the marketing process requires the four marketing management functions shown in Figure 2.6 on pg. 78.
· Analysis,

· Planning,

· Implementation,

· 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 avoid environmental threats.

The marketer should conduct a SWOT analysis, by which it evaluates the company’s overall strengths, weaknesses, opportunities, and threats. 
Marketing Planning

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.

Table 2.2 on pg. 79 outlines the major sections of a typical product or brand plan.

A marketing strategy consists of specific strategies: target markets, positioning, the marketing mix, and marketing expenditure levels.

Marketing Implementation

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.
Implementation addresses the who, where, when, and how.
In an increasingly connected world, people at all levels of the marketing system must work together to implement marketing strategies and plans.

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.

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.
Marketing Department Organization

The company must design a marketing organization that can carry out marketing strategies and plans.

The most common form of marketing organization is the functional organization. Under this organization functional specialists head the various marketing activities.

A company that sells across the country or internationally often uses a geographic organization.
Companies with many very different products or brands often create a product management organization. A product manager develops and implements a complete strategy and marketing program for a specific product or brand.

For companies that sell one product line to many different types of markets and customers that have different needs and preferences, a market or customer 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 or customers.

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.

Many companies are finding that today’s marketing environment calls for less focus on products, brands, and territories and more focus on customers and customer relationships. 
More and more companies are shifting their brand management focus toward customer management.

Marketing Control

Marketing control involves evaluating the results of marketing strategies and plans and taking corrective action to ensure that objectives are attained.

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.

Strategic control involves looking at whether the company’s basic strategies are well matched to its opportunities. 
A major tool for such strategic control is a marketing audit. This is a comprehensive, systematic, independent, and periodic examination of a company’s environment, objectives, strategies, and activities to determine problem areas and opportunities.

End of Week Assignment:
Read the Company Case on Bahrain Bay (pg 86-87) and answer Questions 1, 2, 3, 4 and 6.  You will be asked to answer these questions in class next Saturday. 
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