Chapter 2 – Developing Marketing Strategies
1. Describe how a firm develops and implements a marketing plan
2. Conduct a SWOT analysis and explain its use in marketing planning
3. Explain how a firm chooses what group(s) of people to pursue with its marketing efforts
4. Describe how the marketing mix increases customer value
5. Describe how firms grow their businesses

1. Levels of Strategic Planning
2. Strategic Marketing Planning Process
a. Mission/Vision
b. Situation Analysis
c. Identify and Evaluate Opportunities
d. Implement Marketing Mix
e. Evaluate Performance
3. Growth Strategies
a. Market Penetration
b. Market Development
c. Product Development
d. Diversification
4. Macro Strategies
a. Customer Excellence
b. Customer Service
c. Operational Excellence


Levels of Strategic Planning in Corporations
· Plan marketing strategies to react to changes in environment, the competition, and customers
· Corporate level planning
· Done by company’s top management – focuses on the overall direction of entire firm
· Decide on the business of the company, define company’s mission or vision, set objectives or goals
· Long-term direction of the company
· Strategic Business Unit (SBU) planning
· Focuses on a single SBU within the firm
· Set goals and establish portfolio of products and markets for the business unit
· Focus on different customer segments with different products
· Medium to long-term (3-5 years)
· Functional planning (Marketing planning)
· Focus on a product portfolio, single product, brand or market
· Focus on developing marketing plans for specific products, brands, or markets
· Short-term to medium term (1-3 years)


Strategic Marketing Planning Process
· A set of steps a marketer goes through to develop a strategic marketing plan
· Written document composed of an analysis of current marketing situation, opportunities, and threats, marketing objectives and strategy specified in terms of 4Ps, action programs, and projected or pro-forma income statements
· Major Phases: planning, implementation, control
· Planning
· Define the mission and or vision of the business
· Evaluate the situation and different opportunities by engaging in a process known as segmentation, targeting, and positioning (STP)
· Implementation
· Implement the marketing mix strategy
· Control
· Evaluating performance of marketing strategy and taking necessary corrective actions

Step 1: Define the Business Mission
· A broad description of a firm’s objectives and the scope of activities it plans to undertake
· What type of business are we? And What do we need to do to accomplish our goals and objectives?
· Marketing holds the primary responsibility of enhancing the value of the company’s products for its customers and other constituents
· Sustainable competitive advantage: often embedded in a mission statement – something the firm can persistently do better than its competitors
· Some advantages are sustainable over a longer period of time, whereas others, like low prices, can be duplicated by competitors almost immediately
· Competitive advantage is like a “wall”

Step 2: Conduct a Situation Analysis Using SWOT
· Using SWOT analysis that assesses both the internal environment with regard to its strengths and weaknesses and the external environment in terms of its opportunities and threats
· Strengths are positive and internal attributes of the firm
· Opportunities are positive aspects of the external environment
· Weaknesses are negative aspects of the internal environment
· Threats are negative aspects of the external environment

Step 3: Identify and Evaluate Opportunities Using STP
· Goal is to increase sales and profits
· Understand customer needs and wants
· Divide the market or customers into subgroups or segments
· Which of those segments should the company pursue or target
· How should it position its products and services
· Segmentation
· Market segment consists of consumers who respond similarly to a firm’s marketing effots
· Market Segmentation: Process of dividing the market into groups of customers with different needs, wants, or characteristics
· Firms identify segments in various ways like gender age and income (demographics) or by people who like dancing/partying (psychological/behavioural)
· Targeting
· Evaluates each segments attractiveness and decides which to pursue using a process known as target marketing
· Positioning
· Involves the process of defining the marketing mix variables so that target customers have a clear, distinctive, desirable understanding of what the product does or represents in comparison with competing products
· What consumers think and feel about a brand or product
· Evaluate each of its strategic opportunities
· Most successful when they focus on those opportunities that build on their strengths relative to those of their competition
· Implements its marketing mix and allocates resources to different products and services
· Set Marketing Objectives
· Marketing manager is responsible
· Include market share, revenues and profitability targets, unit sales volume, and brand awareness
· Cover one year to five years

Develop the Marketing Mix
· Decided what to do… how to do it.. and how many resources should be allocated to it
· Develop marketing mix on basis of what they believe their target markets will value
· Product and Value Creation
· Key to success is creation of value, firms attempt to develop products and services that customers perceive as valuable enough to buy
· Price and Value for Money
· Firm provides a product in return for money
· Value-based marketing requires firms charge price customers perceive as gibing good value for what they get
· Cost-based pricing – determine costs of producing/providing and add fixed amount (percentage) on top to arrive at selling price
· Competitor-based pricing – price below, at, or above its competitors’ offerings
· Value based pricing – determine perceived value of product from customer’s point of view and then price accordingly
· If price is set too high, it will not generate much volume
· If price too low, you get lower-than-necessary margins and profits 
· Place and Value Delivery
· Make product/service readily accessible when and where the customer wants it
· Use catalogues/internet operations as they are more efficient and cost-effective
· Customers are provided with more detailed info and they can get tips and advice with a seamless customer experience
· Promotion and Value Communication
· Marketers communicate the value of their offering, or the value proposition, to their customers through a variety of media including television, radio, magazines, sales promotion, publicity, the sales force, and the Internet
· Retailers add value to their offerings through efficient and effective communications strategies
· Consider which are the most efficient and effective methods to communicate with their customers
· Companies are using Internet communicate with their customers and build closer relationships
· This type of campaign is much more effective than either mail or TV advertising
· Many Canadian companies spend a large portion of their marketing budget on sales promotions because Canadian consumers are increasingly becoming more value-conscious
 
Step 4: Implement the Marketing Mix: Allocating Resources
· Marketing managers must allocate the resources needed to put the plan into action
· Developing a budget, setting schedules and designing the marking organization
· How they will allocate their scarce resources to their various products and services
· Portfolio analysis – management evaluates the firm’s various products and businesses and allocates resources according to which products are expected to be the most profitable for the firm in the future
· Portfolio analysis is typically performed at the strategic business unit (SBU) or product line
· SBU is a division of the company that can be managed somewhat independently from other divisions since it markets a specific set of products to a clearly defined group of customers 
· Marketing managers also develop timelines for each activity and the personnel responsible for the respective activity
· Design the organization that is responsible for putting plan into action usually represented in a chart form
· Simply assigning responsibilities to various employees within the marketing department
· Responsible for the day-to-day operational decisions involved in executing the plan

Step 5: Evaluate Performance and Make Adjustments
· Success of failure due to factors that were ithin the firm’s control?
· Results due to economic or competitive factors such as a new product in the marketplace?
· Enables firms to make appropriate adjustments
· Problems can arise both when firms successfully implement poor strategies and when they poorly implement good strategies
· Evaluating a brand, a manager could measure brand awareness, number of people who bought product, what the repeat purchase rate is
· Evaluate the performance of a specific items, the manager would consider sales, profitability, and turnover

Strategic Planning is Not Sequential
· Actual planning processes can move back and forth among these steps
· May uncover a logical alternative which would mean that the mission statement would need to be revised

Growth Strategies
Market Penetration
· Employes the existing marketing mix and focuses the firm’s efforts on existing customers
· Attracting new consumers to the firm’s current target market or encouraging current customers to patronize the firm more often or buy more merchandise on each visit
· Requires greater marketing efforts, increased advertising, additional sales and promotions, or intensified distribution
Market Development
· Employs the existing marketing offering to reach new market segments, whether domestic or international
· International expansion is generally riskier than domestic expansion because firms must deal with difference in government regulations, cultural traditions, supply chain considerations, and language

Product Development
· Offers product or service to a firm’s current target market

Diversification
· New product or service to a market segment that is currently not served
· Opportunities maybe either related or unrelated
· Related – the current target market and or marketing mix shares something in common with the new opportunity
· Use the same distribution and same newspapers to target markets that are similar to their current consumers
· Unrelated – new business lacks any common elements with the present business

Macro Strategies
· Focus on elements of excellence to create and deliver value and to develop sustainable competitive advantages
· Give them a sustainable long-term advantage over their competition

Customer Excellence
· Loyal customers and provides outstanding customer services
· Retaining Loyal Customers
· Customers are committed to buying from a particular firm no matter if there is something “more attractive” at a different firm
· Methods that a firm uses to maintain a sustainable competitive advantage help attract and maintain loyal customers
· Strong brand, unique merchandise, customer service
· Viewing customers with a life-time value perspective rather than on a transaction by transaction basis
· Develop clear and precise positioning strategy and emotional attachment through loyalty programs to build customer loyalty
· With programs like this, companies can combine membership data with customer purchase data in order to develop a profile of the customer
· Use data to tailor their offering to better meet the needs of their loyal customers
· Identify customers who may defect in the future
· Firm can implement special retention programs to keep them

Customer Service
· Build sustainable competitive advantage by offering excellent customer service, though consistently offering excellent service can prove difficult
· Instill its importance in employees over long period of time so that it becomes part of the organizational culture

Operational Excellence
· Through efficient operations and excellent supply chain management
· Efficient operations enable firms to either provide consumers with lower priced merchandise or attract customers away from competitors
· Firms achieve efficiencies by developing sophisticated distribution and info systems as well as strong relationships with vendors

Product Excellence
· Occurs through branding and positioning
· Able to maintain sustainable competitive advantage by investing in their brand itself
· Positioning product/service using a clear, distinctive brand image
· Reinforcing image through merchandise, service, and promotion
· Leaders in industries because they have strong brands and clear position in marketplace
· Develop a brand by focusing on the most important variables that predict whether a person will purchase a new luxury car: income, current car ownership, age of current vehicle, and distance from a dealership
· Company created integrated marketing campaigns to cater to specific market profiles
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