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Chapter 2 – Developing and Implementing Marketing 
Strategies and Plans 

I.  Chapter Overview/Objectives/Outline 

A. Overview 

A major challenge for marketing-oriented companies as they respond to the rapidly changing 

marketplace is to engage continuously in market-oriented strategic planning. They must learn 

how to develop and maintain a viable fit between their objectives, resources, skills, and 

opportunities. The strategic planning process is carried out at the corporate level, business 

level, and product level. The objectives developed at the corporate level move down to lower 

levels where business strategic plans and marketing plans are prepared to guide the company’s 

activities. Strategic planning involves repeated cycles of planning, implementation, and 

control. 

Corporate strategic planning involves four planning activities. The first is to develop a clear 

sense of the company’s mission in terms of its industry scope, products and applications scope, 

competence scope, market segment scope, vertical scope, and geographical scope. A well-

developed mission statement provides employees with a shared sense of purpose, direction, 

and opportunity. 

The second activity calls for identifying the company’s strategic business units (SBUs). A 

business is best defined by its customer groups, customer needs, and technologies. SBUs are 

business units that can benefit from separate planning, face specific competitors, and can be 

managed as profit centers. 

The third activity calls for allocating resources to the various SBUs based on their market 

attractiveness and business strength. Several portfolio models, including those developed by 

the Boston Consulting Group, and General Electric, are available to help determine which 

SBUs should be built, maintained, harvested, or divested. 

The fourth activity calls for expanding present businesses and developing new products to fill 

the strategic planning gap. The company can identify opportunities by considering intensive 

growth (market penetration, market development, and product development), integrative 

growth (backward, forward, and horizontal integration), and diversification growth (concentric, 

horizontal, and conglomerate diversification). 

Each SBU conducts its own business strategic planning which consists of eight steps: defining 

the business’ mission, analyzing the external environment, analyzing the internal environment, 

choosing business objectives and goals, developing business strategies, preparing programs, 

implementing programs, and gathering feedback and exercising control. All of these steps keep 

the SBU close to its environment and alert to new opportunities and problems. Furthermore, 

the SBU strategic plan provides the context for preparing market plans for specific products 

and services. 

Marketing plans focus on a product/market and consist of the detailed marketing strategies and 

programs for achieving the product’s objectives in a target market.  Marketing plans are the 

central instrument for directing and coordinating the marketing effort. The distinction between 
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the strategic and tactical marketing plans and efforts is very important, because if the firm and 

its marketing organization fails to recognize the interdependent yet separate activities involved 

in the strategic and tactical marketing efforts, the results will be less than expected. Without 

effective value development in the strategy planning, which comes from the firm’s research 

and analysis programs, the tactical marketing activities likely will not be as successful as when 

the coordination effort starts from the beginning.     

The marketing planning process consists of five steps: analyzing market opportunities 

researching and selecting target markets, designing market strategies, planning marketing 

programs, and organizing, implementing, and controlling the marketing effort.  

Marketing planning results in a marketing plan document that consists of the following 

sections: executive summary, current market situation, opportunity and issue analysis, 

objectives, marketing strategy, action programs, projected profit and loss statement, and 

controls. To plan effectively, marketing managers must understand the key relationship 

between types of marketing-mix expenditures and their sales and profit consequences.  

Modern marketing departments are organized in a number of ways. A functional marketing 

organization is where separate managers head marketing functions, reporting to the marketing 

vice-president. A geographical marketing organization allocates its sales organization 

resources along geographic lines, nationally, regionally, or locally. A product management 

organization assigns products to product managers who work with functional specialists to 

develop and achieve product plans. A market management organization assigns major markets 

to market managers who in turn work with functional specialists to develop and implement 

their plans. Some large companies use a product and market management organization called a 

matrix organization. Finally, multi-division companies usually operate with a corporate 

marketing department and divisional marketing departments. 

Marketing must work harmoniously with other functional areas. In its pursuit of the customer’s 

interests, marketing may come into conflict with R&D, engineering, purchasing, 

manufacturing, operations, finance, accounting, credit, and other functions. These conflicts can 

be reduced when the company president commits the firm to a customer orientation and when 

the marketing vice-president learns to work effectively with the other executives. Acquiring a 

modern marketing orientation requires top executive support, a marketing task force, outside 

marketing consulting help, in-house marketing training, acquisition of strong marketing talent, 

a customer-oriented system and other related steps. 

Those responsible for the marketing function must not only develop effective marketing plans 

but also implement them successfully. Marketing implementation is the process of turning 

plans into action exercises describing who does what, when, and how. Effective 

implementation requires skills in allocating, monitoring, organizing, and interacting at all 

levels of the marketing effort.  Evaluations and control include annual-plan control, 

profitability control, efficiency control and strategy control. The capstone effort in this process 

is the marketing audit.  

B.  Learning Objectives 

 Understand the organization of the marketing and sales functions. 

 Recognize how marketing relates to other key business functions. 
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 Learn the skills needed for effective implementation. 

 Understand how a company may improve its marketing implementation skills. 

 Recognize the characteristics of high performance business. 

 Understand what is meant by ―strategic‖ planning. 

 Know the major steps in strategic planning and their contribution to development of a 

successful strategy. 

 Understand the strengths and weaknesses of the business portfolio techniques. 

 Know what is meant by the ―marketing management process‖ and its various steps. 

 Understand the contents of a marketing plan. 

C.  Outline 

I. Introduction 

II Marketing and Customer Value 

 A. The Value Delivery Process 

1. Traditional marketing consists of creating a product and then finding a 

market to sell it to 

  2. Value Creation marketing consists of identifying the market,  

   establishing needs and demand, and then creating the product that  

   will optimally meet the needs while returning the targeted profit 

  3. Establishing a strategy for each business (long-term) 

  4. Kumar ―3 V’s‖ approach 

  5. Webster’s process: value definition, value development, value  

   delivery  

B. The Value Chain 

1. Five Primary Strategic Activities (Michael Porter Generci Value Chain 

 Model) - Inbound logistics, operations, outbound logistics,  marketing 

 and sales, services 

2. Four Support Activities – firm infrastructure, HR, technology 

 development, procurement 

3. Five core business processes 

a. Market sensing  - gather intelligence, disseminate and act on it 

b. New offering realization – research, develop and launch quickly 

 and within budget 

c. Customer acquisition  

d. Customer relationship management 

e. Fulfillment management   

C. Core Competencies  

1. Three characterisitics 

 a. Source of competitive advantage in that it makes a significant 

  contribution to perceived customer benefits 

 b. It has applications in a wide variety of markets 
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 c. It is difficult for competitors to imitate 

2. Distinctive capabilities differ from core competencies by describing 

 excellence in broader business processes.  

3. Competitive advantage derived from balancing core competencies and 

 distinctive capabilities, into activity systems 

4. George Day defines three distinctive capabilites as: 

 a. Market sensing 

 b. Customer linking 

 c. Channel bonding 

 

D. A Holistic Marketing Orientation and Customer Value 

1. Value exploration 

2. Value creation 

3. Value delivery 

E. The Central Role of Strategic Planning 

1. Organizational levels:  corporate, division, business unit, and product. 

 corporate sets guidelines for entire enterprise, division creates plan and 

 allocates funds for all business units within the division, business units 

 are revenue producers and create plans to generate profits, product 

 strategies are created within each business unit 

2. Marketing Plan – two levels 

 a. Strategic – identifies target markets and value propositions 

 b. Tactical – specifies marketing tactics, e.g. 4 P’s 

3. Planning, implementation and control cycle exhibited in Fig. 2.4 

 

III. Corporate and Division Strategic Planning 

 

A. Defining the corporate mission   

1.  Peter Drucker’s classic questions: 

 a. What is our business?  

 b. Who is the customer? 

 c. What is of value to the customer?  

 d. What will our business be? 

 e. What should our business be?   

2. Mission statements, based on limited goals, stress major policies and 

 values, and define the major competitive scopes for the firm. Statements 

 should be short, memorable and meaningful. 

B. Defining the Business  
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 1. Three dimensions (customer groups, customer needs, technology)  

  describe business in terms of customer satisfaction and not goods  

  producing process 

 2. Target market definition focuses on current market while strategic  

  market definition focuses also on the potential market.   

 3. Strategic Business Units (SBU) have three characterisitics: 

  a. Single business or collection of related businesses which can be 

   planned separately from the rest of the organization 

  b. Have own set of competitors 

  c. Has its own strateivc planning and profit performance 

C. Assign resources to Strategic Business Units  

 1. Decision to assign resources usually based upon shareholder value  

  analysis and SBU potential 

 2. Potential growth based upon global expansion, repositioning and  

  strategic outsourcing 

D. Assessing growth opportunities 

 1. Intensive growth  (Ansoff matrix) 

a. Market penetration strategy - current products to current markets 

b. Market development strategy - current products to new markets 

c. Product development strategy - new products to current markets 

2. Integrative growth - backward, forward, or horizontal integration  

3. Diversification growth - new products to new markets. Three types are 

  possible: concentric, horizontal, and conglomerate  

E. Organization, Organizational Culture, and Innovation 

1. Organization consists of its structures, policies, and corporate culture 

2. Corporate culture has been defined as ―the shared experiences, stories, 

 beliefs, and norms that characterize an organization‖  

3. Scenario analysis - developing plausible representations of a firm’s 

 possible future that make different assumptions about forces driving the 

 market and include different uncertainties 

IV. Business Unit Strategic Planning – Eight steps 

A. Business mission - SBUs’ specific mission within the broader company mission 

B. SWOT analysis (External Opportunities and Threats) 

1. Macro environment forces/actors analysis - discerning new marketing 

 opportunities 

2. Marketing opportunity analysis (MOA) - classified according to 

 attractiveness and probability of success 

3. Environmental threat - challenge posed by an unfavorable external trend 

 or development that would lead, in absence of defensive marketing 

 action, to lower sales or profit 

C. SWOT analysis (Internal Strengths and Weakness) 
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 An evaluation of internal strenths and weaknesses across multiple discplines 

such as marketing, finance, manufacturing, distribution, purchasing and other 

organizational capabilities.  

D. Goal formulation – after SWOT is completed, establish objectives that are 

 specific with respect to magnitude and time. To be effective goals must: 

1. Be arranged hierarchically 

2. Be stated quantitatively whenever possible 

3. Be realistic 

4. Be consistent 

E. Strategy formulation - the game plan for achieving the stated objectives  

1. Three generic types of strategic thinking (Porter):   

a. Overall cost leadership: lower costs allow lower prices, which 

 can lead to increased market share 

b. Differentiation 

c. Focus on specific market segment(s) and pursue cost leadership 

 or differentiation strategies within target segment 

2. Firms that pursue the same strategy directed to the same target market 

 constitute a strategic group. 

3. Operational effectiveness and strategy - based on strategic groups to 

 achieve distinctive market position 

3. Strategic alliances  

a)  In the form of marketing alliances - product or service, 

 promotional,   logistical,  and pricing collaborations. 

b) Partnership Relationship Management (PRM) – the ability to 

 form and manage partnerships to complement  or leverage 

 existing marketing capabilities and resources.   

F. Program formulation  and implementation  

1. Develop detailed programs to support the strategy 

2. Establish ROI on programs 

3. Implementation - McKinsey 7S framework 

G. Feedback and control 

1. Marketplace dynamics require organizations to track results and monitor 

 new developments 

2. Stratgeic fit with environment will erode as market changes faster than 

 the organization’s seven S’s 
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IV. The Marketing Plan and Marketing Performance 

A marketing plan is a written document that summarizes what the marketer has learned 

about the marketplace and how the firm plans to reach its marketing objectives 

A. Contents of a Marketing Plan  

1. Executive summary and table of contents 

2. Situation analysis - relevant background on sales, costs, profits, the 

 market, competition, and macro environment 

3. Marketing strategy and programs - mission, marketing, and financial 

 objectives 

4. Financial projections - sales and expense forecasts 

5. Implementation controls  

 B. Measuring Market Performance 

 1. Marketing Metrics and Marketing Dashboards 

 a.  Marketing metrics are a set of measures an organization uses to 

   quantify, compare, and interpret marketing performance 

 b. Marketing dashboard - set of relevant internal and external  

  measures made available in real or close to real time 

c. Customer performance scorecards - percentage of new customers 

 to average number of customers and the percentage of target 

 market customers who have brand awareness or recall 

d. Stakeholder performance scorecards - track satisfaction of 

 entities (employees, suppliers, banks, etc.) who have a critical 

 interest and impact on the organization’s performance   

C. Marketing Plan Performance 

1. Sales analysis - measure and evaluate actual sales to goals 

2. Sales-variance analysis - measures relative contribution of different 

 Factors to a gap in sales performance 

3. Microsales-analysis - analyze specific products, territories, and other 

 marketing components that fail to produce expected sales levels 

4. Overall market share - sales expressed as a percentage of total market 

 sales 

5. Served market share - sales expressed as percentage of the total sales to 

 its served market (all buyers who are able and willing to buy the 

 organization’s products) 

6. Relative market share - share in relation to its largest competitor 

7. Marketing expense-to-sales ratio components - expense-to-sales, sales 

 force-to-sales, advertising-to-sales, sales-promotion-to-sales, marketing-

 research-to-sales, sales-administration-to-sales 

8. Rate of return on net worth – ratio of the company’s return on assets and 

 its financial leverage 
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9. Asset composition - (profit margins and asset turnovers) 

a. Increase profit margin by increasing sales or cutting costs 

b. Boost the asset turnover by increasing sales or reducing assets 

D. Profitability Analysis 

1. Identify the functional expenses, assigning the functional expenses to the 

 marketing entities  

2. Prepare a profit-and-loss statement for each marketing entity 

3. Determining corrective action 

4. Increased adoption of marketing profitability analsysis and activity 

 based accounting 

VII  Executive Summary  

II.  Lectures 

A. “Establishing a Winning Strategic Planning Formula”   

The focus is on strategy in a market-oriented setting, and specifically the role and value of 

selecting clear and effective approaches in the overall marketing process and strategy for the 

company or organization. The discussion begins by considering examples of particular 

strategies as a means of maintaining or increasing the firm’s market position. This leads into a 

discussion of the implications for the introduction of related strategies for the firm and the 

industry. 

Teaching Objectives 

 To stimulate students to think about the critical issues, pro and con, for a firm when it 

moves toward adoption of a market-oriented strategy.   

 To consider and reinforce various points from the marketing environment before 

proceeding with specific strategy plans and programs  

 To describe and illustrate the processes and policies utilized in helping the firm achieve a 

balanced strategic position within the industry.   

Discussion 

INTRODUCTION 

In the years following the energy crises of the 1970s, our style of living has changed 

considerably. Most businesses today are forced to deal strategically with a global world in 

which markets experience little or no real growth.  There have been attempts to find a way to 

―re-strategize,‖  ―restructure,‖ and ―downsize‖ in order to overcome this malaise.  

Unfortunately, virtually none of these approaches have worked, and many of the organizations 

that tried them are no longer around.    

The firms that do well tend to employ simple strategies in which they identify real customers 

and give those customers what they want. These firms recognize that customers choose one 

product or service over another for a very simple reason: They believe it’s a better value than 

they could expect to get from the alternatives. Among the more successful endeavors in this 

area are firms that recognize the consumer’s desire for value and high quality products and 

engage in marketing strategy and activity to raise the perception of their product from a 
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commodity to a differentiated product. They also pursued a policy designed to offer a 

combination of ―high-tech‖ and ―high-touch,‖ depending on the needs of the target market(s). 

OBSOLESCENCE OR SUCCESS? - STRATEGY, THE CUSTOMER,  AND COMPETITIVE ADVANTAGE 

In attempts to ensure that their product or service is a value leader, many firms have gone the 

way of the horse and buggy, setting themselves up for obsolescence. While most firms profess 

to follow accepted accounting principles, with relatively uniform descriptions of financial 

goals and financial measurements, few firms have ever moved toward a similar acceptance of 

strategy development rules. If firms really believed in the concepts of customer value creation 

and incorporated them into their corporate philosophies, there would be far fewer business 

failures. There has been little agreement on how the components of competitive advantage 

should be pursued or how to measure progress. This has made it hard for people in 

organizations to work together to achieve competitive success. 

The objective in effective strategic planning should be based on the recognition that companies 

succeed by providing superior customer value. Of course, value is simply quality, however the 

customer defines it, offered at the right price. This clear strategic principle is both simple and 

powerful because superior customer value is the best leading indicator of market share and 

competitiveness. And, market share and competitiveness in turn drive the achievement of long-

term financial goals such as profitability, growth, and shareholder value.    

Many corporations, including General Electric, AT&T, and others, have developed strategy-

making programs to prove that these strategy considerations are valid. Technical improvement 

in the quality of products tends to be followed in three to six months by changes in the 

consumer perception of the quality of those products. Changes in perceived quality, on the 

other hand, are followed a mere two months afterward by changes in market share.    

The first step toward achieving leadership in market-perceived quality and value is to 

understand what causes customers in the targeted market to make their decisions—to decide 

that one product offers better value than another. This understanding is the most important 

objective of a customer value analysis.    

The factors that contribute to quality in the customer’s mind are not mysteries. Customers can 

readily tell a researcher what the critical value factors are to him or her. A customer value 

analysis uses consumer value and purchasing information to show how consumers make 

decisions in the marketplace. With this information, managers should be able to understand 

what changes should be made to ensure that more of their customers would buy from the firm.    

The simplest customer value analysis consists of two phases. First, the firm should create a 

customer value profile that compares their performance with that of one or more competitors.  

This customer value profile itself usually has two elements: A market-perceived quality profile 

and a market-perceived price profile. The former summarizes the aspects of the marketplace 

that are usually easiest to change to improve the business. In many markets, market-perceived 

price may be a greater driver of customer decisions than market-perceived quality; however, 

cutting prices won’t usually improve the bottom line for the firm, despite some common 

misconceptions. 
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The process of creating a market-perceived quality profile is relatively simple.  Here are the 

steps:   

1. Ask people in the targeted market, both the firm’s customers and those of the 

competitors, to list the factors that are important in their purchase decisions. This 

can be done in focus groups or individually.    

2. Using either approach it is possible to establish how the various quality attributes 

are weighted in the customer’s decision.  

3. Customers also may be asked directly how they weight the various factors.  

4. Also, customers may be able to rate, on a scale of 1 to 10, the performance of 

each business on each competing factor.   

5. Multiply each business’s score on each factor by the weight of that factor, and 

add the results to get an overall customer satisfaction score.    

Results of the market-perceived quality profile:  

 Identifies what quality really means to customers in the marketplace. 

 Tells which competitors are performing best on each aspect of quality. 

 Provides overall quality performance measures based on the definition of 

quality that customers actually use in making their purchase decisions.    

CUSTOMER VALUE ANALYSIS 

The second phase of the customer value analysis follows: Once the customer value profile has 

been established, it is possible to draw a customer value map. 

Very few companies have developed customer value analysis/profiles, and fewer still have 

customer value maps, but executives often argue that most operating managers have an 

―implicit model‖ in their heads. Managers supposedly have a ―feel‖ for who their competitors 

are, for what is important to purchases, and for how their company performs versus 

competitors.    

Sometimes in organizations with exceptionally good leadership, these implicit models work 

well and are truly aligned to the real needs of customers. But marketers should check the 

situation in their organizations. This can be done via the Delphi Technique by simply asking 

top-ranking members of the management team to produce, individually, a picture of the 

customer value profile for the business and its key competitors. 

If it is determined that all top managers have similar opinions, there is a reasonable chance that 

the implicit models in their heads are accurate. This is particularly true if several members of 

the top-management team spend most of their time with customers. But the firm should check 

management perceptions carefully to ensure that the purchase-selection criteria, weights, and 

relative performance scores are appropriately aligned within the management group—and with 

customers in the targeted market.   

Most organizations find that when they make this implicit model check there is much less 

alignment within the organization than was expected. Thus, if the managers can’t agree among 
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themselves about the purchase criteria and desires of the customers, it is unlikely they can 

achieve rapid progress toward fulfilling those needs. 

CONCLUSION 

A key implication is that firms that tend to base their business strategy more on the basis of 

accounting principles alone fundamentally hamstring their efforts. An income statement 

provides only a financial history. It tells much about the components of sales and costs, and 

tells the amount of resulting profit, but the accounting data will not tell much about why sales 

are growing or shrinking.    

By contrast, the customer value map shows where the firm ranks with the customer, compared 

to the competition. The customer value profile shows why customers rank one firm higher or 

lower than the competitors. Thus, the income statement looks at the past while customer value 

maps and customer value profiles look to the future.    

B. “Reorganizing Marketing Management—Media Neutrality” 

There is a new direction emerging in marketing management and planning. It begins with 

clients and agencies seeking new ways to connect with consumers. Product and service 

marketing plans increasingly call for adoption of non-conventional patterns of advertising 

support.  While the Internet has been a significant causal factor in this change, the 

economy and the level of consumer and advertising client knowledge and frustration also 

are key elements in the process.    

Teaching Objectives 

 Recognize where and how firms are striking out toward new marketing and advertising 

vehicles and messages, and how budgetary and other issues are making them more media 

neutral. 

 Develop an awareness of the changes needed to achieve better strategic focus in marketing 

and advertising plans and objectives.  

Discussion 

INTRODUCTION 

There is a new direction emerging in marketing management and planning. It begins with 

clients and agencies using new ways to connect with consumers. Accordingly, marketing plans 

for some new products call for adoption of non-conventional patterns of advertising support.  

For example, Volvo launched its new S60 via the Web, while Kellogg’s created demand for its 

Real Fruit Winders using a mix of public relations and online activity.  

Advertisers also have begun signing deals direct with media owners who provide access to a 

wide range of media options. Perhaps the most high-profile of these moves was Unilever’s 

decision to sign a multi-year, multi-million dollar deal to advertise brands, such as Ragu and 

Dove, in AOL Time Warner’s new media and print outlets.  

Such examples may currently be the exception rather than the rule, but they also provide signs 

that ―media- neutral‖ planning is starting to mean more than ―let’s use posters as well as TV.‖  
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SPOILED FOR CHOICE  

The rise of different media channels has created a new range of options for clients. Not only is 

there more Web space, combined with other media, but there is also a growth in sponsorship 

opportunities and the arrival of a new type of media owner. The non-TV media have begun to 

claim success in persuading clients that media spending should not go just to television ad 

spots. In addition, respected research companies now can provide case studies that prove that 

hitting the consumer across a range of different media can boost impact well beyond that 

provided solely in the traditional broadcast and print media.  

Despite this, the actual pattern of total media spending has not yet changed significantly. In 

recent years, TV’s percentage of total ad expenditure has been squeezed slightly, radio has 

gained a larger share, and direct marketing has moved itself up a few percentage points. In 

broad terms, however, spending patterns have not changed radically.  

Some media analysts believe that marketers are aware that they probably should be doing 

things differently. Some of them are nearer than others, but none are taking bold steps yet.  

There are a number of problems with the adoption of a potentially beneficial media-neutral 

approach.  

First, there is considerable cultural resistance against changing a formula that has worked in the 

past and from which revenue patterns have been established. Another factor is the need for 

brand clients to ensure that they are giving out the right message in all their marketing efforts. 

On the one hand, they claim they want integrated planning, but on the other hand most have 

not updated their audit measures to account for changes in the way consumers receive and 

process messages. Last, the pressure for financial accountability works against a new approach 

because it encourages agencies to stick with the media they know best and those that best suit 

their budgets and plans.   

 
MEDIA: NEUTRAL OR NOT? 

The gradual movement from commission to fee-based systems encourages marketing planners 

and advertising agencies to be bolder and broader in their media schedules. The view is that as 

the process becomes more fee-based, marketing and media decisions also will be more 

impartial.  

However, there will be organizational and structural issues because the client advertising 

managers dominate the current system. If the budget moves to a more integrated marketing 

approach, these folks may be left behind, and they will not be happy. Also, there will be an 

increasing need to train media planners who can cross the artificial line that divides traditional 

from integrated media, with the integrated media perceived as less glamorous.  

Direct marketing is in long-term growth, but integration with traditional advertising campaigns 

is sadly a rarity. Public relations campaigns frequently operate in total isolation from paid-for 

media communications. It seems that while media-neutral planning may be a no-brainer in 

principle, actually putting it into practice is proving to be much more challenging. One solution 

may be to simplify the agency relationship, so that client and agencies can work closer 

together.  

A number of forwarding looking marketing-oriented companies, such as Canon, have moved 

their business onto a more global basis and revamped their planning and ad agency structures.  
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Canon appointed one agency to handle its media, another to do consumer creative, another to 

do business-to-business creative, another to do direct mail, and another to handle PR.  

In the Canon structure, the agencies sit down with company executives on Canon’s brand 

continuity group to ensure that everyone takes part in the early discussions. In this manner, 

they determine that if the consumer business is doing X, it is shared with the B2B people, and 

the creative agencies work with the media agency before the brief is even formulated.  

The bottom line is that Canon gets more bang for the buck by integrating the marketing and 

media program, not just in terms of visual identity, but also in terms of tone.  

NEW COORDINATION? 

Integration may improve co-ordination of campaigns, but the key question is whether it 

encourages a change in marketing planning and in media spending? It appears that over time an 

entirely new budget model will evolve. There is no question that the efforts to get the right mix 

will take time, and firms continually will evaluate the spending balance, trying to determine the 

right balance between the traditional and newer approaches and media.  

THE HANDS-ON CLIENT  

Another development is the emerging concept of the ―brand custodian.‖ While most marketing 

analysts agree that the client has to be the custodian of the brand, there also is agreement that 

there are too many firms that have abrogated the responsibility to their agencies. They can use 

partners to help with the problem, but the owner of the brand has to maintain the ultimate 

identity of what the brand should be and the sorts of media channels to utilize in the brand 

development and maintenance effort.  

It is important to have expertise in-house because it is dangerous to rely on an external 

resource for all marketing strategic development. The circumstances of the early 21
st
 century 

make it clear that there must be more two-way knowledge to maintain direction once there is 

agreement on the objectives and strategy.  

Agencies and partners need and appreciate quality of thought within the client company so that 

they can bounce ideas off those who best understand the brand. The agencies need such 

expertise in order to be able to judge their performance and that of their media choices. Lastly, 

the media planning organization should be able to provide content rather than just advertise. 

The point is that if all they do is advertise at people then they are not engaging with them.   

It is becoming more and more clear that great marketing firms tend to allow communication 

strategy to lead the actual creative strategy because they must put emphasis on who they are 

communicating to and by what sort of channel. Further, the goal for marketers and creative 

agencies should be to become better at understanding their consumers and as a result become 

more confident about reaching them directly. Instead of looking at rate cards every day, they 

should instead think about the right media channel for a communication effort to the right 

target market. They should ask: ―What’s the audience here and can we reach them better?‖  

LOW BUDGET NEUTRALITY  

Another trend is the movement for smaller and medium-size firms also to engage in such 

planning and control versus only the large and deep pocket firms. To assist in this process, 

there are marketing firms that can ―parachute‖ into a company to provide marketing expertise 

on a short-term basis, effectively representing the client and to be neutral on the marketing 
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integration issue. There have been creative independents and media independents in the past, 

but now we have account management independents.   

There will be more of that sort of agency down the road to overcome the lack of strategic focus 

in media planning, to make sure that it is aligned with brand objectives.  However, three major 

issues need to be resolved before true consumer-centric media-neutral planning is possible.  

 First, there is a question of money. Accountability criteria should to move away 

from efficiency toward effectiveness. This is something that payment by results 

or sales would encourage.  

 Second, there is a need for agencies to understand how all the media channels fit 

together, including direct marketing and PR.  

 Third, we need an environment that encourages change, creates new ways of 

doing business, and provides incentives to move in a media-neutral manner.  

While ad agencies can currently offer media-neutral thinking in ―pockets,‖ they lack 

consistency. Most big agencies, in pockets, are good at it, but the challenge is to be consistent 

across the board.   

In addition, the media are ideally positioned to take advantage of client needs, but they still do 

not have the right skill sets. It is an open goal for the media agencies but they have to up their 

skills. They have to find a way of managing the dichotomy between the economics of the 

business and serving the client.  

PR and the web drive well-organized marketing efforts to maximum capacity within two to 

three months, and in some recent examples the brands have not utilized TV until six months 

after launch. In any case, marketers should be aware that future budgets for new launches or 

for brand extensions might not allow the use of traditional strategies.  

Given the level of competition, shorter product life cycles, consumer awareness and changing 

channels of distribution, budgets just may not be there anymore, and marketing firms will have 

to come up with different solutions. This will lead, sooner than later, to media neutrality in the 

implementation of marketing plans and strategies.    

Source:  Media Week, March 1, 2002.   

III.  Background Article  

Issue:  Strategy Issues in Telecom: Broadband on the move 

Source:  ―Broadband Hits Warp Drive,‖ Cablevision, May 28, 2001, pp. 

26-27. 

Marketing cable used to be simple. When an operator came to town, eager customers chased 

the trucks down the street and signed up on the spot.  

Times have changed. Today, fickle consumers, demanding businesses and drill-down 

marketing strategies heaped with research and behavioral data, are pushing cable marketers to 

dizzying new heights of complexity. And the ascent isn’t likely to level off anytime soon. 

Strategic marketing plans now must include a jigsaw puzzle of objectives and executional 

tactics designed to acquire and retain a new crop of residential and business consumers—both 
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with increasingly savvy and sophisticated views of video, voice, and data services and a good 

idea as to when and how they want them. 

Add a golden opportunity for cable to snatch a sizable number of CLEC (local phone 

company) customers currently without high-speed Internet service, and DSL (digital subscriber 

line) users disgruntled by outages and spotty service, and cable’s strategic marketing models 

are being stretched even further to include cable-modem service and commercial markets. 

―Our focus is to go for market share on high-speed Internet and telephony, and that’s new to 

our competitive strategy,‖ says the vice president of marketing for Cox Communications. ―It’s 

still all about the bundle, but how we talk about the bundle may be different. Single-product 

marketing is almost history.‖ 

For Cox and other multiple system operators, marketing history is being rewritten with the 

advent of services such as high-speed data, Internet access, and telephony. Each requires a 

marketing strategy of its own, experts say, as well as a clear view of the customer and the 

marketplace. 

According to the Cox Marketing, V.P., ―Clearly, we’ve had to become more intelligent about 

the marketplace and be careful not to overreact to it. It’s not cost-effective to market one 

product at a time anymore, and we’ve had to coordinate our marketing efforts. With 20 percent 

penetration in the data market and 80 percent availability for data, those customers want 

bundles, so a key for Cox is to recognize the growth potential for data and business services.‖  

Target: DSL 

The recent DSL and CLEC fallout is providing plenty of potential for MSOs to attract current 

DSL customers to their high-speed data and cable-modem services—and prompting a growing 

number of them to incorporate some guerrilla marketing tactics. 

―The fact that some DSLs are struggling is a very big focus for us this year, and it’s a great 

marketing opportunity for us,‖ says the marketing vice president for Charter Communications. 

―But in the longer term, DSL growth will be substantial, so now is our chance to get into that 

market and sew up as many high-speed Internet customers as possible. The demand for high-

speed data is very robust.‖ 

Charter’s strategy is to offer DSL customers entry-level price points and move up from there. 

―We have several packages and we’re finding many entry-level customers electing to move up 

to faster services,‖ Lang says. ―We also plan to shed some light on the DSL issue and the ease 

of installation of cable-modem service.‖ 

Charter’s high-speed data service, called Charter Pipeline, is the company’s entry in the data 

market. It currently has 343,000 data customers, and nearly 600,000 are projected to be online 

by year-end. Customers pay anywhere from $25 to $50 a month, depending on speed. The 

company is also conducting IP-telephony trials in two markets and plans to deploy service later 

this year. 

Other MSOs, such as Cablevision Systems, are paying closer attention to the DSL market as 

well, and are crafting various in-your-face-DSL messages to pry loose a fair share of DSL 

customers. 

―All of our messaging is about faster cable-modem service, but we’ve employed a broader 

marketing approach to DSL customers through specific radio and print ads that stress our 
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stability and that we’re ready to hook-up immediately,‖ says the vice president of product 

strategy for Cablevision Systems. ―It’s a more pointed marketing strategy.‖ 

The MSO’s marketing strategy targets not only the DSL crowd, but also high-speed data 

consumers as a whole need ongoing education and various degrees of hand-holding. ―We 

always address DSL, but the primary thrust of our marketing strategy is to educate the 

marketplace about a new category. There’s lots of confusion, so our messaging must inform, 

educate and demonstrate.‖ 

What Is Broadband? 

It better help define the term broadband as well, since an alarming number of consumers show 

signs of being broadband-challenged. A recent survey found that of the 40 percent of 

consumers who have even heard the term broadband, and out of the 40 percent only 45 percent 

know what it means. 

According to another industry vice president of marketing: ―Marketers need to understand the 

technology to be able to write positioning and marketing strategies, because it’s now at another 

level, and cable operators and programmers should work together to generate brand strengths 

and new benefits they’ll see with broadband messaging.‖ 

Yet with that messaging comes a whole new set of marketing challenges, and it includes, first 

and foremost, keeping it simple. These are fairly complicated products, so the industry will 

have to craft messages to consumers that indicate that the products are very simple. That’s a 

tough marketing challenge. So tough, in fact, that Cox will adjust its branding message to 

include all three of its trifecta of services—video, voice, and data—into one cohesive brand. At 

least, that’s the idea. According to a Cox official: ―For Cox’s business services to be 

successful, it has to be on the street with products and leverage the Cox brand. We’ll rebrand it 

with a strong message that will help both residential and business and tie all three products 

together.‖ 

The message is a market-by-market emphasis on the company’s strengths, not the weaknesses 

of competitors such as DSL. Cox wants to be in a higher place in customers’ minds. But 

reaching that higher place will require some marketing shifts if cable operators are serious 

about gaining a palatable market share of the high-speed data market. A recent Harris 

Interactive report shows the number of high-speed households grew 41 percent from April 

2000 to January 2001, and DSL accounted for 75 percent of that growth, narrowing the cable 

modem’s market share from 65 percent to 51 percent. 

―If cable operators can vertically integrate services and design targeted marketing messages to 

reach all consumers, that’s very smart,‖ says the president of a media research firm. ―But PC 

and Internet penetration can’t move past the 50–60 percent penetration levels and that’s a 

major issue.‖   However, this may be a short-lived situation since the cable operators are in a 

great position to break that barrier with cable modems in homes and businesses. But they have 

to do more to get into the consumer market. 

A big chunk of that market is urban. ―An average of $135 a month is spent on triple-play 

services in the urban market. These people will continue to spend that money as broadband 

services tap into the urban markets. Most operators are now conducting considerable research 

on those markets. 
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Branding and Bundling 

But as vital as that urban research may be, most marketers for the major systems get the 

message that brand equity and bundled services still rule, particularly with the explosion of 

new services and customer demands, both residential and commercial.  ―We’ve made progress 

to develop a consistent look and feel of our brand, and made huge steps in creating a brand 

position,‖ says a senior vice president of marketing and sales for AT&T Broadband. ―But this 

is a complicated business and it’s difficult to execute flawlessly all of the time. The challenges 

are mostly within these walls.‖ 

Broadband is pressing ahead with its digital, telephony, and high-speed data marketing strategy 

of bundled services, but not as aggressively. The firms are in a ―go‖ mode for high-speed data, 

but they have figured out how to do it less expensively by pulling back on the aggressiveness 

of their offers and through smarter marketing. 

As part of that smarter marketing, a fully integrated business and direct sales force is dedicated 

to each of the three triple-play services. Their main activities? Demos, demos, and more 

demos. They are concerned, however, that the customer experience must be positive at every 

touch point, and they working closely with their operational counterparts all the way through 

the customer experience. 

AT&T Broadband’s introduction of digital value packages, its dish buy-back programs, and a 

recently launched Web site are playing major roles in the rollout of digital video and data 

services. They admit there is much to be learned about bundle marketing. It’s an ongoing 

process to try and bring all the services, technologies, engineering, and new-product 

development together, and they are learning on a daily basis. 

Next: High-Speed Data 

Partnered or not, cable operators are intent on pushing ahead with their bundled service 

marketing plans mixed with traditional marketing strategies, and the high-speed data segment 

is next in line.  

Cable operators have good leverage to provide CLEC services and many are going after 

business markets with those types of services. ―If they’re able to leverage the infrastructure, it 

will open new revenue sources, and if they can bundle, they could capture a significant amount 

of the telecommunications market.‖ By 2005, the Internet-access business is expected to 

generate $8.2 billion in revenue, with the local voice market in the business sector projected to 

bring $38 billion in revenue. 

Voice and data markets are very large versus video to business. ―Business customers want 

multiple core services and cable operators are going after those. If operators can make it work, 

that’s the place to be.‖ This is where Charter Communications and other MSOs are targeting 

their marketing dollars. When they can offer simple services with multi-service messages of 

value to commercial markets, that’s the goal. 

Blending a group of 13 different cable systems into one marketing strategy is a goal for Charter 

as well—albeit an ambitious one. The ―one brand‖ strategy is a real challenge, they admit. 

―However, the branding strategy remains simple: Go to the consumer with the message that the 

service is reliable and stable. There’s still a tremendous amount of marketing dollars in digital 

services, and that will allow them to deploy new services on the digital platform.‖ 
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As for DSL and cable’s ability to exploit that stumbling marketplace, most experts are 

convinced the demand for high-speed Internet access, data and cable modems, will drive the 

marketing plans at many MSOs and stretch them to include highly targeted segments. The 

demand is there, and the strategy is a natural for DSL-marketing opportunities for modems and 

DSL services. 

But whether the cable industry can seize the opportunity will most likely depend on the 

effectiveness of its marketing campaigns designed to capture DSL and high-speed data 

customers. One thing is certain, however, more marketing attention will be shown in the DSL 

segment than ever before as cable operators scramble to plug in a growing crop of disengaged 

high-speed customers. 

IV.  Case   

Matching Dell  

HBS Case: 799-158     TN: 700-084  

 

Teaching Perspectives 

Dell Computer Corporation has enjoyed enormous success in the structurally unattractive 

market for personal computers by means of its ―Direct Model‖: Dell takes PC orders directly 

from customers, builds PCs to order, and ships machines right to end users. Other PC makers, 

which have traditionally used distributors, resellers, and retail channels to reach customers, 

now struggle to match Dell’s performance. The case examines in detail the largely futile 

attempts of four rivals to catch up with Dell. 

This case describes the evolution of the personal computer industry, Dell’s ―Direct Model‖ for 

computer manufacturing, marketing, and distribution, and efforts by competitors to match its 

strategy. Students must formulate strategic plans of action for Dell and its various rivals. 

The case is designed to serve a variety of purposes in a course on business-unit strategy. In 

declining order of importance: 

1. Examines barriers to imitation. Specifically, it illustrates how fit among 

numerous activities, tradeoffs between positions, historical commitments, and 

threats of retaliation by other players can deter imitation. Interestingly, the 

retaliation threats come from both immediate rivals and downstream ―partners.‖ 

2. Illustrates different types of imitation attempts: ―straddling‖ by Compaq and 

IBM, ―repositioning‖ by Gateway, and potential new entry by some members of 

the channel. 

3. Permits a rich discussion of competitive dynamics. One can see, for instance, 

how the PC industry gradually became structurally unattractive; how activities 

that conferred advantage at one point in time became a source of disadvantage 

later; how Dell ―sneaked up on‖ established PC makers; and how the competitive 

moves of PC makers spark consolidation in the channel and the possibility of 

backward integration by channel players. 
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4. Allows students to quantify Dell’s cost advantage and estimate the portion of 

that advantage which is threatened by the imitation attempts of others. 

5. Illustrates a highly consistent and richly elaborated set of activities that together 

yield advantage. 

The following readings discuss relevant barriers to imitation: 

Michael E. Porter and Jan W. Rivkin, ―Activity Systems as Barriers to Imitation,‖ Harvard 

Business School Working Paper 98-066, 1998. 

Jan W. Rivkin, ―Imitation of Complex Strategies,‖ Management Science (46), 2000, pp. 824-

844. 

Michael E. Porter, ―What Is Strategy?‖ Harvard Business Review (74:6), November-December 

1996, pp. 61-80. 

Pankaj Ghemawat, ―Anticipating Competitive and Cooperative Dynamics,‖ Strategy and the 

Business Landscape (Reading: Addison-Wesley, 1999), pp. 75-110. 

For further background on Dell, please see: 

Das Narayandas and V. Kasturi Rangan, ―Dell Computer Corporation,‖ Harvard Business 

School Case 596-058, 1996. 

Kasturi Rangan and Marie Bell, ―Dell Online,‖ Harvard Business School Case 598-116, 1998. 

For a discussion of competitive positioning and especially the quantitative analysis of 

competitive advantage (per assignment questions 3 and 4 below), please see my class note with 

Pankaj Ghemawat, ―Creating Competitive Advantage‖ (HBS 798-062). 

The quantitative analysis of competitive advantage in the case is potentially quite involved. To 

navigate through it smoothly in class, I find it useful to have several student volunteers submit 

their analyses to me the evening before class. I then select one or two volunteers who have 

done a decent job on the assignment, copy their analyses onto overhead slides, and ask them to 

lead the class through that part of the discussion. This approach focuses class time on 

interpretation of the analysis rather than discussion of mathematical mechanics. 

Questions: 

1. How and why did the personal computer industry come to have such low average 

profitability? 

2. Why has Dell been so successful despite the low average profitability in the PC 

industry? 

3. Prior to the recent efforts by competitors to match Dell (1997-1998), how big was 

Dell’s competitive advantage? Specifically, calculate Dell’s advantage over the team 

of Compaq and a reseller in serving a corporate customer. 
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SimConnects:  The Value Delivery Process in PharmaSim  
 

PharmaSim provides an opportunity to design and implement the value delivery process 

described in the text.  Choosing the Value, the more strategic part of the process, should 

occur early in the student’s experience with PharmaSim, but normally after they’ve had 

several practice rounds.   

 

Remind your students that the second and third phases of the process (providing and 

communicating the value) should follow your STP definition.  Unlike their marketing 

strategies, these decisions will need to be adjusted on a yearly basis in PharmaSim in 

response to the competition, changes in the environment, and internal situation (costs, 

budgets, etc.)  These decisions are tactical, rather than strategic, in nature, and taken in 

sum should reflect students’ STP choices. 

 

Developing a Marketing Plan in PharmaSim 
 

If you have time, asking students to submit a formal marketing plan at some point during 

the PharmaSim experience is a good idea.  Generally, this occurs one or two periods 

(simulated years) into the simulation or after several practice rounds.  By then, students 

will have gained management experience, which is an important foundation for their STP 

choices.  The plan may consist of the basic sections outlined in the text, or it may be 

based on another model chosen by you.  Make sure to give students specific objectives 

and structure or it is likely their plans will be too ―fluffy‖.  You may also consider 

allowing them to refine the plan during the simulation. 

 

Measuring Marketing Performance in PharmaSim 
 

There are many metrics available in PharmaSim that quantify measurable objectives of 

marketing performance.  Overall measures for your OTC group include net income, 

market share and return on marketing expenditures.  However, students should also 

consider other measures at the product and target market levels.  For example, 

satisfaction levels, shelf space, recommendations, trade ratings, and many other metrics 

are also available which will provide insight into the quality of their decision-making 

process.   

 

Balanced Scorecard 
 

PharmaSim provides instructors with the ability to create an overall balanced scorecard 

performance measurement combining multiple factors.  The purpose of the balanced 

scorecard is to allow faculty to combine different performance measures and weight them 

based upon their own learning objectives.  This is accomplished by selecting different 

measures (such as market share and net income), assigning each measure a weight value, 

and then combining these values.  The combined weight values must total 100 points. 

 

The performance calculation itself is based on a relative scaled index for each measure 

(ranging from 50–100 points).  This scaled index is derived from an equal combination of 
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the ranking of performance and the actual performance (e.g. 4th in market share and 

market share of 17.5%).  Thus, in one case you might have someone just slightly ahead of 

another (in actual performance) yet their rank would translate as a greater difference.  

The combination of rank and actual performance is used because some instructors use 

rank and others use actual performance, so we split the difference.  On the actual 

performance, we also modify the high and low score by 50% of the difference between 

the 2nd highest and lowest score, to help bring outliers in line a bit. 

 

These scaled measures are then added together, based on the weights the instructor has 

assigned to each, to provide an overall performance measure.  This approach works very 

well so long as several measures are used.  In our opinion, instructors should not use a 

balanced scorecard approach with less than three performance measures or when one 

measure has a weight value greater than 50% of the overall performance index. 

 

SWOT Assignment 
 

A potential assignment if PharmaSim is underway during Chapter 2, is to have students 

complete a simple SWOT analysis.  An assignment form is provided on the following 

page.  Typical issues to watch for include providing decisions as opportunities or 

strengths rather than only focusing on descriptions and market analysis, confusing 

internal strengths or weaknesses with external opportunities or threats. 
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PharmaSim SWOT Assignment Group _________ 
 

SWOT analysis (Strengths, Weaknesses, Opportunities, Threats) is an essential part 
of marketing planning.  Please provide what you believe to the five most significant 
elements of each dimension of SWOT for the Allround Brand.  Note that these should 
only reflect issues that apply to the PharmaSim environment and not ones outside the 
scope of the simulation.   
 
 

Strengths 

1. 

2. 

3. 

4. 

5. 

Weaknesses 

1. 

2. 

3. 

4. 

5. 

Internal 

Opportunities 

1. 

2. 

3. 

4. 

5. 

Threats 

1. 

2. 

3. 

4. 

5. 

External 

  

 

 

 
 


