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Chapter Two: Developing Marketing Strategies and a Marketing Plan

What is a Marketing Strategy?
· Marketing strategy: identifies a firm’s target market(s), a related marketing mix – the four P’s, and the bases upon which the firm plans to build a sustainable competitive advantage
· Sustainable competitive advantage: something that the firm can persistently do better than its competitors hat is not easily copied and thus can be maintained over a long period of time
· There are four overarching strategies that focus on aspects f the marketing mix to create and deliver value and to develop sustainable competitive advantages
· Customer Excellence: focuses on retaining loyal customers and excellent customer service
· Operational Excellence: achieved through efficient operations and excellent supply chain and human resource management
· Product Excellence: having products with high perceived value and effective branding and positioning
· Locational Excellence: having good physical location and Internet presence
· Customer Excellence
· Retaining Loyal Customers
· Viewing customers with a lifetime value perspective, rather than on a transaction-by-transaction basis, is key to modern customer retention programs
· Loyalty programs 
· Customer Service
· Once a marketer has earned a good service reputation, it can sustain this advantage for a long period of time because a competitor is hard pressed to develop a comparable reputation
· Operational Excellence
· Firms achieve operational excellence through their efficient operations, excellent supply chain management and strong relationships with their suppliers
· Get their customers the merchandise they want, when they want it, in the required quantities, and at a lower delivered cost than the competitors
· Firms achieve efficiencies by developing sophisticated distribution and information systems as well as strong relationships with vendors
· Product Excellence
· Occurs by having products with high perceived value and effective branding and positioning
· Locational Excellence
· Most people will not walk or drive very far when looking to buy a particular product or service

The Marketing Plan
· Marketing Plan: a written document composed of an analysis of the current marketing situation, opportunities and threats for the firm, marketing objectives and strategy in terms of the four P’s, action programs and projected or pro forma income statements.
· The three major phases of the marketing plan are planning, implementation and control
· Planning Phase: where marketing executives and other top managers define the mission and objectives of the business, and evaluate the situation by assessing how various players, both inside and outside the organization affect the firm’s potential for success
· Implementation Phase: where marketing managers identify and evaluate different opportunities by engaging in a process known as segmentation, targeting and positioning. They then develop and implement the marketing mix by using the four P’s
· Control Phase: the part of the strategic marketing planning process when managers evaluate the performance of the marketing strategy and take any necessary corrective actions
· Five Steps to developing a marketing plan
· Step 1: Define the Business Mission and Objectives (planning phase)
· Mission Statement: a broad description of a firm’s objectives and the scope of activities it plans to undertake, attempts to answer two main questions: What type of business is it? And What does it need to do to accomplish its goals and objectives?
· Step 2: Conduct A Situation Analysis (planning phase)
· After developing its mission, a firm next must perform a situation analysis using a 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
· Situation analysis also includes an examination of market trends, customer analysis and competitive analysis
· The firms should assess the opportunities and uncertainties of the marketplace due to changes in Cultural, Social, Technological, Economic, and Political forces (CSTEP)
· A SWOT analysis requires the firms to undertake a critical assessment of its resources, capabilities, organization, strategies, and performance in relation to competitors
· Step 3: Identify and Evaluate Opportunities by Using STP (implementation phase)
· STP (segmentation, targeting, and positioning): the process of segmentation, targeting and positioning that firms use to identify and evaluate opportunities for increasing sales and profits
· With STP, firm must first understand customer needs and wants through market research, then divide the market or customers into distinct subgroups or segments, determine which of those segments it should pursue or target, and finally decide how it should position its products and services to best meet
· Segmentation
· Market Segment: a group of consumers who respond similarly to a firm’s marketing efforts
· Market Segmentation: the process of dividing the market into distinct groups of customers – where each individual group has similar needs, wants, or characteristics – who therefore might appreciate products or services geared especially for them in similar ways
· Targeting
· Target Marketing/Targeting: the process of evaluating the attractiveness of various segments and then deciding which to pursue as a market
· Positioning
· Market Positioning: involves the process of defining the marketing mix variables so that target customers have a clear, distinct, desirable understanding of what the product does or represents in comparison with competing products
· Step 4: Implement Marketing Mix and Allocate Resources (implementation phase)
· In this step, marketers implement the marketing mix – product, price, promotion, and place – for each product and service on the basis of what it believes its target market will value
· Product and Value Creation
· Firms attempt to create products and services that customers perceive as valuable enough to buy
· Price and Value for Money
· Value-based marketing requires that firms charge a price that customers perceive as giving them god value for the products and services they receive
· If a price is set too high, it will not generate much volume and if a price is set too low, it may result in lower-than-necessary margins and profits
· Place and Value Delivery
· A firm must be able to make a product or service readily accessible when and where the customer wants it
· Promotion and Value Communication
· Marketers communicate the value of their offering or the value proposition, to their customers through a variety of media, including TV, radio, magazines, buses, trains, blimps, sales promotion, publicity, the sales force, and the Internet
· Step 5: Evaluate Performance by Using Marketing Metrics (control phase)
· The final step in the planning process includes evaluating the results of the strategy and implementation program by using marketing metrics
· A metric is a measuring system that quantifies a trend, dynamic, or characteristic
· Metrics are used to explain why things happened to project the future. They make it possible to compare results across regions, business units, products lines, and time periods.
· Who Is Accountable for Performance?
· At each level of any organization, the business unit and its manager should be held accountable only for the revenues only for the revenues, expenses, and profits that they can control
· Performance evaluations are used to pinpoint problem areas. Reasons that performance may be above or below planned levels must be examined
· Performance Objectives and Metrics
· Many factors contribute to a firm’s overall performance, which make it hard to find a single metric to evaluate performance
· Financial Performance Metrics
· Some commonly used metrics to assess performance include revenues, or sales and profits
· Social Responsibility Performance Metric
· Their impact on the environment, their ability to diversify their workforce, their energy conservation initiatives, and their policies on protecting the human rights of their employees and the employees of their suppliers
· Strategic Planning Is Not Sequential 
· The steps mentioned above suggest that managers follow a set sequence when they make strategic decisions, however, the actual planning process can move back and forth among these steps
· Strategies that have been responsible for making many marketing firms successful:
· Portfolio Analysis
· In portfolio analysis, for example, management evaluates the firm’s various products and businesses – its “portfolio” – 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. 
· Strategic Business Unit (SBU):  a division of the company that can be managed somewhat independently from other divisions since its markets a specific set of products to a clearly defined group of customers
· Product Line: a group of products that consumers may use together or perceive as similar in some way

Growth Strategies
· Firms consider pursuing various market segments as part of their overall growth strategies, which may include the following four major strategies
· Market Penetration Strategy: a growth strategy that employs the existing marketing mix and focuses the firm’s efforts on existing customers
· Might be achieved by encouraging current customers to patronize the firm more often or buy more merchandise on each visit or by attracting new customers from within the firm’s existing target market
· This strategy generally requires greater marketing efforts
· Market Development Strategy: a growth strategy that employs the existing marketing offering to reach new market segments, whether domestic or international or segments not currently served by the firm
· International expansion is generally riskier than domestic expansion because firms must deal with differences in government regulations
· Product Development Strategy: a growth strategy that offers a new product or service to a firm’s current target market
· Diversification Strategy: a growth strategy whereby a firm introduces a new product or service to a market segment that it does not currently serve
· [bookmark: _GoBack]Downsizing: exiting markets, reducing products portfolios or closing certain businesses or store or plant locations
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