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‘“When China wakes it will shake the world’

Napolean Bonaparte
Emperor of the French

I have wanted to write this book for a very long time — but events and
circumstances always prevented me from doing so.

This is a different book from my normal publications — it is much more of
a ‘how to’” version than normal, and unashamedly so.

Rather than try to write a learned tome, I have tried to write a book that:

® Makes sense to the medium-sized business that books, that universi-
ties and professional institutes (mentioning no names) singularly fail
to serve. Good or ‘professional’ marketing is absolutely not the sole
preserve of the Unilevers and Proctor & Gambles of this world, and
must be spread wider.

® Has a beginning, a middle (muddle?) and an end, that can be fol-
lowed by the busy practitioner.

® s true to the REAL nature of marketing, not what marketing seems to
have become in those larger organisations — advertising and promotion.

® Will (I hope) prove the inspiration for all those UK and European
organisations determined to survive and flourish against ‘unfair’
price competition from China, India and other developing countries —
price is absolutely not the only game in town!

Ultimately then, this book is about do-it-yourself (DIY) Marketing
Strategy. I have worried long and hard over the 100 questions and,
although they are not perfect they are, as far as I can make them for this
edition, the best process for developing your own marketing strategy
that I can devise.

Finally, why the title? Marketing Strategy Masterclass — apart from the
question of perceived value (see Chapter 11), Marketing Strategy is just
too important to be consigned to ‘dummies’ — only ‘masters’ need apply.



Avid readers will notice a small overlap with the ‘sister publication’
‘Marketing Strategy, 3rd edition’, published in 2007. The two volumes
cover the same content but in very different ways, for different
audiences.

I wish you a very profitable time using this book.
Paul Fifield

Winchester
October, 2007
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‘Ideas are far more powerful than guns. We don’t let our people
have guns, why should we let them have ideas?’

Joseph Stalin (1878-1953),

General Secretary of the Communist
Party of the Soviet Union’s Central
Committee 19221953

This book is not necessarily intended to be a ‘good read” although
I believe it has its moments. This book is intended, first and foremost, to
be a step-by-step guide to help you to develop a marketing strategy for
your business. In other words, a simple plan that will help you build a
‘safer’ business. By safer I mean building a business that is not focused
primarily on the product or service that you provide but on the custom-
ers who pay you to ‘hire’ your product or service to do a job that they
believe needs doing.

As Joseph Stalin recognised, ideas are far more powerful than guns. Ideas
of how to create new, customer-pleasing offerings will always be more
powerful than cutting prices. This book is about helping you to create
those ideas.

This book is aimed, above all, at ‘marketing” practitioners, no matter the
title under which they operate, these are the people who have to plan and
implement customer solutions for a profit. In other words, every busi-
ness owner or manager who stands or falls according to whether their
customers decide to buy the product or service offered.

With such an audience in mind I have decided to break down the strat-
egy approach into a three-step process:

® Part One will look at the preparatory analysis that is essential to the
development of any robust, practical marketing strategy

® Part Two looks in more depth at the specific question of how to
develop and plan marketing strategy using the SCORPIO approach

® Part Three considers how your business might co-ordinate the
SCORPIO elements to best effect

® Part Four separates marketing strategy from marketing tactics and
considers how strategy is implemented.
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B The approach of this book

Having been lulled into a sense of security so far by (I hope) everything
seeming to make some sense, we arrive at the diagram. The good news is
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thatthe whole strategic process can be represented in one flow chart; thebad
news is that it is more than a little complicated and we will need the whole
of the rest of the book to go through it! A firm believer in the need to get all
the pain out of the way at the outset so that we can fully enjoy the recu-
peration, I have laid out the full plan in all its malevolence in the flowchart.

Assuming that your eyes are still focusing, a few points should be made
at this stage:

® This chart is intended to show the approximate relationships between
the various aspects, analyses and decisions that go to make up the
business and market strategy formulation process.

® The arrows are intended to show one possible route for logical thought
through the process.
O However, as we shall see later, this is one, but not the only route
O The numbers in the boxes relate to the 100 questions that form the
basis of this book.

® Since every organisation faces different competitive and market con-
ditions, then no single strategic process can possibly be proposed to
suit all needs.
O This chart should not be viewed as a blueprint.

® Practitioners should feel perfectly free to adapt and amend the dia-
gram to meet their own needs.
0 Certainly some sections might be jumped and others emphasised
to meet specific requirements.

® Before you skip or downgrade a stage in the process, make sure that
you fully understand what it is you are leaving out!

® We will use this chart as a guide through the book — I have con-
structed the series of 100 questions based on this diagram.

In the same way that an ant may eat an elephant (a spoonful at a time),
we will have to break the complete diagram down to bite-size pieces,
before we can hope to put any of this into practice. To do this it is prob-
ably easier to see the whole diagram as a composite of the usual steps in
strategy development. The four key stages are:

® Part One: Preparing for the marketing strategy

® Part Two: Developing the marketing strategy (SCORPIO)
® Part Three: Co-ordinating SCORPIO
[ ]

Part Four: Implementation, from strategy to tactics

B Part One: Preparing for the
marketing strategy

Before we can hope to develop even the most rudimentary strategic deci-
sions, a degree of analysis is required. Working with customers may be

MARGIN NOTES




more art than science but working on gut feeling is not the same thing as
working by the seat of the pants. We should never forget that the qual-
ity of gut feeling or intuition improves with the amount of painstaking
research that goes before. The groundwork preparation stage can be put
into three steps.

® Understand the internal business drivers:

O

O

O

There are essential forces alive in every organisation that cannot
just be ignored.

The owners and key managers of the organisation are human
beings and they have needs, wants and demands that your organ-
isation must satisfy.

You must understand these important forces as many of them can
run directly counter to the needs of the customer.

It will be your delicate task to manage these often opposing
demands so as to satisfy as many people as possible inside the
organisation while creating unbeatable value for the customer.
Easy!

The internal business drivers

value

1
Shareholder

v
Other 2 Personal 3
stakeholders’ ¢ — —_________ _| values of key
requirements implementers

.

> financial

objective

7
Long-term6

H

¥ 8 Strategic

‘i’ > Vision < intent <
< 4 Mission

vl

® Understand the external environment:

O

(@)
(@)

No modern organisation, regardless of size, can pursue its goals in
disregard of the business environment within which it operates.
We will look at what can be learned from the environment.

Have you ever wondered why, when the same facts exist to be
uncovered by all, some organisations are successful in the mar-
ketplace while others are not?

The secret normally lies, not in the quality of the information
itself, but rather in the way that it is perceived and interpreted.
Customer and market orientation is the key — one that is obvious
to smaller companies but somehow less obvious as organisations
get bigger.



The external environment
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® Understand (or develop) the business strategy:

O The whole area of business strategy experienced something
of a hype during the 1980s and 1990s, mostly produced by the
thoughts and writings of Harvard’s Michael Porter and imitators.

O While Porter’s books adorn countless thousands of influential
bookshelves, developing business strategy now seems to be no
easier than it ever was.

The business strategy

v
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vt

B Part Two: Developing the
marketing strategy (SCORPIO)

This, the main part of this book, covers the various elements of market-
ing strategy. I have been careful to separate marketing strategy from
marketing tactics and have concentrated on the critical influence of the
market on the organisation’s activity.




— - The SCORPIO model of marketing strategy has been many years in
= | the making, working with real practitioners in real businesses facing
MARGIN NOTES h real problems. Many of the headings in this part will be familiar to you

|

although how they fit together may not. Nobody wants to play the role
of guinea pig when dealing with strategic issues, practitioners want solu-
tions that work; that have worked before, that will produce the results.

As a testimonial for the approach, I can quote the case of a recent client
who sent the SCORPIO model that we had been working with for six
months to an academic friend for his opinion. The blistering email reply
was ‘But is all the stuff we’ve seen before, there’s nothing new here at
all’. Exactly. I couldn’t have put it better myself.

B Part Three: Co-ordinating your
marketing strategy

Now that you have all the elements of your marketing strategy in place,
what are you going to do with them? You will need to organise the com-
ponents into:

® The minimum (backbone) strategy that allows you to compete in
your chosen market

® The defensive strategy so that, when you win all the new business,
you don't lose it all just as easily

- ® The offensive strategy so that you (and everyone else in the organisa-
tion) knows exactly how to win the right (not just any) business.

The 23/24
| marketing
; = objective(s,
! (Marketing strategy) 25-29! ) (8)
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1
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B Part Four: Implementation, from
strategy to tactics

The final section deals with the subject area that is probably most familiar to
day-to-day practitioners. I shall not deal with the area of marketing tactics
in any depth — this job has been very successfully accomplished in a number
of other publications and you, like me, probably have your favourites.

The main aim of this part is to demonstrate the relationship between
marketing strategy and tactics. More importantly, we will look at the
whole area of strategic implementation, an area far too often ignored by
strategic writing.

This section will look at sometimes invisible barriers to the implemen-
tation of marketing strategy and what can be done about them. It will
also look at using ‘the system’ to help support and implement sometimes
radical ideas that marketing strategy represents.

v ¥ u+|plementation 79-87
Finance H. Resource Operations
objective and objective and objective and
strategy strategy strategy

v

(Feedback and Control) The Marketing Plan 3539-1 00

Programmes and Implementation

v (Feedback and control)
The customer

B Getting started

Just before we jump into the detail, there are one or two ‘definitions’ that
we need to agree. This is important, not to be pedantic but to make sure
that we are all talking about the same thing later on. The key questions
we need to answer are:

® What is marketing?
® What is strategy?
® What is marketing strategy?



e Teee———— -

Definitions of marketing are all over the place but enormous confusion
still persist about exactly what marketing is, and is meant to be, all about.
The concept is not new, it is not difficult to understand, it is not difficult
to explain to the troops and our customers love it. Why then does it seem
almost impossible to implement?

—
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The headings are:

® Marketing is all about the market, and about customers.

® Originally, marketing was intended to be the co-ordinating activity
designed to identify, anticipate and focus the rest of the organisation
on customer needs.

@ Today, too many organisations (and marketers themselves) think that
marketing is about producing the advertising, the website and the
brochures.

O  We need to be clear here, ‘marketing’ is not the same thing as
‘marketing communications and services’.

o However, this misapprehension is so widespread that the word
‘marketing’ has effectively been hijacked to mean communications—
often the business development function has grown to take over
the more important aspects of marketing.

O Marketing is about much more than marketing communications.

® Marketing and sales are different things

O Sales is about ensuring the customer buys what the company
happens to make — everything starts with the product or service.

O Marketing is about ensuring that the company makes what the
customer wants to buy — everything starts with the customer.

® Marketing is an ‘attitude of mind’ that should permeate the entire
organisation.

o It states quite categorically that we recognise that our existence,
and future survival and growth, depends on our ability to give
our customers what they want.

O Internal considerations must be subservient to the wider needs of
the marketplace.

O In other words, ‘the customer is king’.

® Marketing is a way of organising the business so that the customer

gets treated like a king.

o If we accept that the organisation exists and will continue to exist
only as long as it continues to satisfy the needs of its customers,
we must ensure that the organisation has a structure that will
enable it to deliver.

o If an organisation is to survive in today’s ever more fast-changing
environment, it must make itself more responsive to its customers.



o Typically this will mean

m  Shorter chains of communication and command and fewer
‘levels’ or “‘grades’

m  Fewer people employed in ‘staff’, ‘headquarters’ and other
non-customer related functions and

B An overall structure and business design that reflects the dif-
ferent needs of the people who buy from the organisation
rather than technical specialisations of the people who work
inside it.

® Marketing is a range of activities used by the marketing department
to meet marketing, marketing and business objectives.
0 Centred mainly on the concept of the marketing mix (tradition-
ally accepted as including product, price, place and promotion),
this is the technical "how to” of the discipline.

® Marketing is the producer of profits for the whole organisation.

O Profits are generated by markets.

O Profits are not generated by products, by efficiency, by manage-
ment or even by diligent workforces.

O It is only the customer’s willingness to pay the right (premium)
price for the right product or service, which keeps anyone in
business.

O Marketing, as the primary interface between the organisation and
the markets that it serves, is then the primary producer of the
organisation’s profit stream.

Peter Drucker on marketing:

‘Only marketing and innovation produce profits for an organisation, and
all other areas should be regarded as costs’

It is in the area of profit that we meet what is probably the most critical
role of marketing. In almost every organisation there is likely to be con-
flict between the customer’s need for value and the organisation’s need
for profit and efficiency.

Itis the role of marketing to search for and strike the elusive (and changing)
balance between these two demands. We also need to ask ourselves:

® Given that there is more than one way of satisfying customer
demand, which route is the most efficient from the organisation’s cost
point of view?

® How can we best balance customer need for value against the organi-
sation’s need for profits?

MARGIN NOTES




Profit is a function of the price that the customer is willing to pay and
the cost of production and sale. Successful and effective marketing
(if measured in profit terms) must pay attention to both these areas.
Marketing is definitely not about satisfying customers at any price.
Marketing is about satisfying customers at a profit.

The marketing process

Customer value (benefits/solutions) flows
from the organisation to the customer

e Teee———— -

~ \

Communications
The The

MARGIN NOTES J“’ organisation Information customer

Organisational value (Money) flows from
the customer segment to the organisation

I'm glad that’s clear ...

B What is strategy?

The word ‘strategy” has become one of the most common and badly used
words in business writing. Everywhere we look we see terms such as:

Business strategy

Corporate strategy

Marketing strategy

Strategic marketing

Product strategy

Pricing strategy

Advertising strategy
Internet/Online strategy and even
Discount strategy.

The word strategy is almost synonymous with ‘important’. Overworking
the word in this way helps nobody. It simply serves to confuse.



There will be ample opportunity for you to complicate the issues later
on, but for the moment I offer you a simple (but accurate) definition of
these important terms:

Objective Strategy Tactics

‘The goal, aim to which all the ‘The means of achieving the ‘Manoeuvres on the field of

resources of the business are objective’ battle’

directed’

This means that objectives This means that strategies are Tactics are driven by(in

are about things we want to concerned with how we achieve order):

achieve — not about how we the objectives, and action. 1 The strategy

should achieve them. 2 The realities of the
battleground/marketplace

Objectives should always start Strategies should always start A big, important tactics does

with the word ‘To ...’ with the word ‘By ...’ not become a strategy

And, the strategy ‘headlines’:
e —————

‘\ —

® Strategy is longer term;
O Since strategy is about marshalling the gross resources of the 1 MARGIN NOTES
organisation to match the needs of the marketplace and achieve

the business objective, this cannot be a short-term activity.

@ Strategy is not changed every Friday;
0 Constant change produces uncertainty, confusion, misdirection
and wastage — not results.

® Strategy is not another word for important tactics

@ Strategy is not top management’s secret
0 Top management can decide the strategy on their own (it is nor-
mally safer by far that they involve others in the process too) but
they cannot implement it alone.

® Strategy is not just a public relations exercise
O It must be capable of implementation.

® Strategy is based on analysis and understanding, not straws in the wind |
O We will need to understand why things are happening as well as
just knowing what is happening.

® Strategy is essential to an organisation’s survival
o If you don’t know where you are going, then any road will take
you there. T —
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B What is marketing strategy?

The major problem for the practitioner, who would actually like to do
something about the organisation’s marketing strategy, is where to start.
There are too many conflicting definitions and we are left with burning
questions:

® What is marketing strategy?

® What is included in marketing strategy?

® Where does marketing strategy start and finish?
Ultimately, marketing is about winning customer preference.

® Given that different customers will have different preferences (in differ-
ent situations — see Chapter 7 Market Segmentation), each organisation
will have to respond according to its own particular organisational and
market circumstances.

® Marketing strategy then will mean different things to different organ-
isations. It will fulfil different needs both within the organisation and
in the marketplace.

® Organisations differ in a number of important respects

O The variety and nature of markets served
The variety and complexity of products and/or services offered
The diverse nature of technology and operating processes used
The “sophistication” of existing planning and forecasting procedures
The characteristics and capabilities of the individuals involved in
the strategy formulation and implementation processes
The ‘norms and values’ of the business environment within which
the organisation must operate
O The nature of competitors
O The ‘thirst” in the organisation for growth and advancement and
O The nature and demands of the stakeholders and so on ...

O O O O

O

So, what is marketing strategy? As with most things, this is best
answered by asking, what does marketing strategy do?

Marketing strategy is the process by which the organisation aligns
itself with the market it has decided to serve.

In this way marketing strategy translates the business objective and strat-
egy into market terms and marketing activity.



The marketing strategy ‘headlines’ are:

Process:

O Marketing strategy is a management process.

O In other words it is “A set of actions or steps towards achieving a
particular end” (Oxford.com).

o It is not (and should not be confused with) a good idea, a great
idea, a plan or a wish.

O Marketing strategy involves understanding what we are trying to
do, more about marketing objectives later, and then identifying all
the little steps and activities that together will make it happen —
and then, making sure it happens.

O Yes, it is a surprise to a lot of people!

Organisation:

O Means everyone in the organisation.

O It doesn’t mean just marketing, or sales, or even operations, let
alone accounts — it means all of them working together.

Align:

O Alignment is the key word in the sentence.

O The organisation only exists (let alone flourishes) as long as it
delivers what customers want.

o It is difficult enough to work out what customers want now
and might want in the future — when they often don’t know
themselves.

O You can at least reduce the odds by aligning yourself to your cus-
tomers (rather than to your products, technology or industry) so
that you are well placed to pick up the slightest cue.

O And remember customers need different things at different times,
for different reasons and will change their mind - for no reason
at all.

Market:
O So exactly which customers do you wish to align to? Everyone is
not a good answer.

Serve:
O Yes, serve —you are not in the driving seat, the customer is.

B Working with the book

With a business audience in mind I have decided to break down the strat-
egy approach according to what seems logical from a practitioner’s point
of view. Readers approaching the subject from a more academic point
of view, perhaps after a course of marketing at a university or business

MARGIN NOTES
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school, may find parts of the process unusual. If so, the companion book
‘Marketing Strategy’ 3rd edition (Butterworth Heinemann, 2007) will be
a more useful read.

Consequently, I have opted for the ‘bullet list” approach that you are told
not to use in proper books — but it does make understanding easier. So be
ready for:

Bullets

Input

Some answers to questions I am always asked
Questions you must focus on

Checklists to measure your progress.

The 100 Questions:

What are the 100
Marketing Strategy

questions we must
answer?

A practical book for a practitioner audience needs to be driven by con-
sidered action, not just thinking. To that end, I have structured the entire
book around a series of 100 questions that you will need to answer if you
hope to create a workable marketing strategy for your organisation. The
questions drive all of the chapters and sections of the book and are also
included in their own section in the appendix, where they can be used as
a checklist.

All the questions must be asked, although not every question will need to
be answered — different organisations will have different priorities.

To make the approach of this book as practical and as accessible as pos-
sible for everybody, whether from a traditional educational route or
completely ignorant of the popular ‘theories’ that dominate today’s mar-
keting teaching, the book will follow the four-step approach to strategy:

® Part One: Preparing for the market strategy
o Before you can hope to develop even the most rudimentary stra-
tegic decisions, a degree of analysis is required.



Marketing may be more art than science but working on gut feel-
ing is not the same thing as working by the seat of the pants.

We need to:

m  Understand the internal business drivers

o Customers are important, more important than they are
treated in most organisations, true — but the customer is
not all.

o There are essential forces alive in every organisation that
cannot just be ignored.

m Understand the external environment

o No man (or organisation) is an island — clichéd but true.

o No 21st century organisation, regardless of size and mar-
ket power, can pursue its goals in disregard of the business
environment within which it operates.

m Understand (or develop) the business strategy

o While Harvard’s Michael Porter’s books adorn countless
thousands of influential bookshelves, developing business
strategy now seems to be no easier than it ever was.

m  Develop the marketing objectives

o So exactly what are you planning to do over the next few
years?

o Wait and see what turns up?

o Wait and see what the market throws at you?

o Or, take some control ...?

® Part Two: Developing the marketing strategy (SCORPIO)

O

O

This, the main part of the book, covers the various elements of

market strategy.

I have been careful to separate marketing strategy from tactics,

a common fault in too many businesses, and have concentrated

on the critical influence of the market on the organisation’s

activity.

This section looks at:

m S: Segmentation and targeting — what are the segments in the
marketplace and which ones should we own?

m C: The Customer — who are our customers and what do they
want from us?

m  O: Offerings — what is our unique offer to the customer?

m  R: Retention — what are we doing to plan that our customers
come back to us?

m  P: Positioning and branding — how are we ‘unique’ and what
brand values do we support?

m I Industry or market thinking — do we describe our business
in industry terms or in customer terms?

m  O: Organisation — what do we do to ensure we have the
organisation structure and processes that will support a
customer approach?

- ——————
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Backbone strategy
Defensive strategy
Offensive strategy

@ Part Four: From market strategy to tactics

o

Enjoy

The main aim of this part is to demonstrate the relationship
between market strategy and tactics and the whole area of stra-
tegic implementation.

Finally, we will look at the minimum list of marketing issues that
you must control if you want the organisation to implement any-
thing close to what you intended.



PART 1

Preparing for
the marketing
strategy




‘Chance favours only the prepared mind’

Louis Pasteur (1822-1895),
French chemist

This is where we start asking the questions ...

Over the years, I have found that having the right question is normally
much more effective than trying to come up with an answer that will
work in every organisation or business in every market — answers like
that just do not exist.

Questions, on the other hand, can stimulate thinking in ways that can
defy standard ‘industry” logic and ‘conventional wisdom” — both enemies
to good marketing /customer strategy.

The format for the rest of the book is simple; I pose the question, and
then I try to explain what issues, data and concepts you ought to bear
in mind when looking for an answer that works for your organisation.
Of course, not every question will be relevant to your specific organisa-
tion, market target customers or product/service. But, before you jump
over a question that ‘isn’t relevant’, make sure that you aren’t just falling
into the trap of ‘group think” and conforming to industry and technical /
professional unthinking ‘truths’. Customers like clearly different offer-
ings and to create these you just might have to spend some time on those
irrelevant questions.

Finally, even in a book of this size I can’t be definitive, nor can I cover all
eventualities and all types of market and organisation —but I can try!



CHAPTER 1

The internal
business drivers
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‘Drive thy business, let not that drive thee.’

Benjamin Franklin (1706-1790),
American Statesman, Scientist,
Philosopher, Printer, Writer and Inventor

Marketing and business strategy, if they are to be practical, must be
based on an assessment of reality not on hopes or wishful thinking. The
successful practitioner/operator/manager is one whose plans work in
the only arena that counts — the marketplace. Plans that are based on
hopes, inaccurate analysis, or worse, no analysis at all cannot expect to
withstand the onslaught of determined competition.

The common thread that binds all these business drivers together is peo-
ple. Apart from the (all-important) customer, there are other people who
also have demands on the business. Like customers, these people expect
their needs to be met. Failure to do so may not mean the failure of the
enterprise but will certainly mean the failure of the marketing strategy.

So, who are these other people?

Question 1

What do our

shareholders
require from us?

Shareholders are the people who own the business or organisation:

® In theory, the relationship here is very simple.

O The investors in the organisation invest in anticipation of a return
on their capital; they are, in fact and in deed, the owners of the
business.

O As owners the investors employ the board to manage the busi-
ness on their behalf and, should the returns not meet their expect-
ations, the investors (as owners) have the power to remove part
or all of the board and replace it with other directors.



® In practice, the relationship is far more complicated; there are invest-
ors and investors.

O

In a publicly quoted company the stockholders may be institu-
tions such as insurance companies or pension funds, there may be
private individuals and there may also be other publicly quoted
companies holding stock.

Also, stockholders may be primarily national or international in
character. It also follows that different investors may have differ-
ent needs.

Some may be investing for the long term, some for the short
term. Some may require no income — seeking a long-term increase
in the capital value of their stockholding, others may be far less
interested in capital growth but more concerned to secure a regu-
lar income stream from the investment, normally in the form of
dividends.

Yet others may require a mixture of both capital growth and
income.

The organisation might also be a smaller part of a larger organisa-
tion — in this instance there is but one owner.

In the case of the private company the director or directors may
also be the owners, and then the returns required may be for a
steady or rising income stream over the longer-term or for
shorter-term capital accumulation.

® The past 10 years has also shown that (at least some) investors are
willing to exercise their legal rights and take directors to task.

O

There have been some lively annual general meetings where
small shareholders have taken the ‘fat cat’ directors to task over
salaries and incentive schemes that seem to pay out even when
sales and profits are in decline.

Large institutional investors are also flexing their muscles more
and are becoming important players in underperforming organ-
isations when it comes time to re-elect directors or even deal with
potential take-over bids.

In each case, it is the board’s strategy that is being assessed, not
the directors themselves.

® Apart from the share or stock capital there is also long-term debt
financing normally provided by major institutions such as banks and,
more recently, venture capital (VC) companies.

O

The various banks are also the products of their own internal
organisational culture as well as the national culture from which
the organisation operates.

The different banks’ views will also differ as to what is long and
what is short term.

Venture capitalists work on a different basis and exist (unlike the
banks) to invest in ‘risk’.

MARGIN NOTES
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O The dot.com escapade showed the power (if not the wisdom) of
the VCs and their willingness to take on all types of ‘risk’.

o Nowadays VCs (the ones that survived the dot.com bust) are a lit-
tle more careful but still often expect only one investment in five
to pay off — which explains why they can look for 35% per annum
return on all their investments.

Action

® The marketing strategy needs to produce the ‘right” value for the
organisation.

® You will need to understand the makeup of the ownership structure
of the organisation as precisely as possible.

® You, or the person responsibility for the strategy, will only be allowed
freedom to direct as long as the investor is getting what he or she
wants/expects.

® Such expectations may include:
O Areturn on capital invested
o Employment
O Global market share
o Environmental/social returns, etc.

® And all these are likely to change with political climates and changes
in government (or government policy) over time.

 Question 2

What do our

|

stakeholders
require from us?

Shareholders are not the only people you have to satisfy, because they
are not the only group that believes they have a ‘stake’ in your business.

Apart from the shareholders and the implementers/key manage-
ment team, there are others who have needs and expectations and
who will, rightly, expect a degree of service and satisfaction from the
organisation.



A Stakeholder map
Society at large
Bankers Directors
The city Employees
Shareholders Managers
Intermediaries Customers

The

Local community = -
rganisation

Suppliers

Business partners Local government

GB plc Central government

The media Analysts

Other sources of finance

The RSA (Royal Society of Arts, London) research discovered that UK
society generally no longer ‘defers’ to business activity and organisations
need to actively maintain public confidence in company operations and
business contact if they are to continue to enjoy a ‘licence to operate’. The
RSA concluded that, in the future, successful organisations will ‘value
reciprocal relationships and work actively to build them with customers,
suppliers and other key stakeholders through a partnership approach and,
by focusing on, and learning from, all those who contribute to the business,
will be best able to improve returns to shareholders’.

The idea that business needs (or at least cannot avoid) adversarial rela-
tionships with stakeholders if they are to make a profit is seriously
outdated. These ‘yesterday’ organisations still firmly believe that share-
holders would have to be the losers if employees, suppliers, customers
or the country were made more important.

Profits come from satisfied customers who come back. Satisfied custom-
ers are created by companies who:

® Understand their customers.

® Build alliances with their staff, communities and suppliers to deliver
superior Customer Value.

® These companies are created by investors/stakeholders who take a
long-term interest in what the organisation is trying to achieve — as a
way of maximising long-term financial returns.

O The stakeholder concept term is not just a ‘good thing’. It is a
highly ‘profitable thing’.

MARGIN NOTES
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o0 The days of viewing stakeholders as just innocent bystanders is
probably gone.

Action

Identify your stakeholders (all of them).
Even the ones who are not “active’.

Identify exactly what you get from your stakeholders and what con-
tribution they make to satisfying your customers (like how would
you manage of they turned against you).

Talk to them and find out what they expect from you:

0 What do they want?

O What must they have?

O What would they be surprised/delighted of they received?

Carry out a cost/benefit analysis of what more you could give them —
and what you would get for it.

Question 3

Who are the key
implementers in the

organisation and what
are their personal values
and requirements?

The term ‘key implementers’ refers to that select group or body in an
organisation who actually make the decisions and who are central to
what the organisation does. It may or may not include the board in its
entirety. It may mean the board, it may mean the board plus a number
of very senior managers, it may just mean the owner/managing director
and a special friend or colleague, or it may mean the chairman and part
of the board. It may include the owner/chairman’s wife/children/fam-
ily. In any event these are the people who really count:

The key implementers, individually or probably as a group, will have
a very clear idea of what type of organisation they wish to work for,
what type of organisation they wish to create, the types of products
and services they wish to market, the types of customers they wish to
serve and the types of businesses they wish to be in.



® At the same time they will also have a very clear idea of what busi-
nesses and activities they and their organisation will not be involved in.

o Itis, if you like, a kind of moral and ethical ‘personal ambition
blueprint” against which all possible strategic alternatives will be
assessed.

o If a possible strategy contravenes the personal values of this
group it will of course be countered with non-emotional argu-
ments based on good business practice — but it will be countered,
and strongly and then rejected.

O Some organisations (and key implementers) would rather die
than change what they are and what they believe in — this is
human nature and we should accept it.

Human nature is just like that. And there’s no way that we are going to
change human nature. The most profitable route for you and the organ-
isation is not to beat them but to join them. A strong market influence
within the key implementers can do nothing but good. 1

- ——————
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Action

® Thelesson is clear — even when the strategy and the strategic approach
seem to be ‘by the book’, you must talk to and understand the key
implementers and the social system to which they belong.

® Implementation is more important than the plans. Implementation
has to fit what the organisation is.

® The first thing to do is to start sharing your experience and insights
with others.

o0 Show how marketing is just really common sense, it's not black
magic nor does it have to be a threat to any of the longer estab-
lished functions in the organisation.

O Try to demonstrate that customers are important to the vision thing.

o If the key implementers hold fast to a vision that’s great. If cus-
tomers could share that vision just imagine what we could do
together. '

Question 4

How should we o
? best describe |
their/our
®

strategic intent?
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Two professors (Hamel and Prahaled) spoke about what they called
‘Strategic Intent” in a 1989 edition of The Harvard Business Review. They
argued (before the Japanese bubble burst) that Western companies focus
on trimming their ambitions to match resources and, as a result, search
only for advantages they can sustain. By contrast, Japanese companies
leverage resources by accelerating the pace of organisational learning
and try to attain seemingly impossible goals.

® Theidea is simple.

® Don’t be resources driven.

® Be market/customer driven and work out what you want to do.
o And then find the resources to do it.

For good or for bad, this concept of strategic intent has been watered down,
hijacked and generally messed around with so that nowadays it really
means that a company exhibits strategic intent when it relentlessly pursues
a certain long-term strategic objective and concentrates its strategic actions
on achieving that objective. Put the words strategic intent into Google and
see how many brave and stirring (if unbelievable) statements appear.

Action

® Find out what appears to me the driving concept behind your com-
pany/business (remember it might not be written down).

® Ask people what it is that drives them and their thinking (remember
that they might not tell the whole truth, especially of it is a Western or
UK company and most of the managers are male and the motivation
is emotional).

® Don'tjust believe what you hear or read — understand what you see.
® Go back to the history of the organisation.

@ Understand how you can use the strategic intent to fuel your market-
ing strategy

Question 5

Out of these various
factors do we have a

clear statement or
understanding of the
corporate/business
mission?




What seems to drive the organisation? Mission (statements) can give us
another clue as can the leadership style of the organisation. The mission
should bring together the apparently diverse groups that we have dis-
cussed above and give overall direction.

® But what is a mission (statement)?

O At its simplest level, the mission is a statement of the core values
of the organisation and as such is a framework within which staff
and individual business units, divisions or activities prepare their
plans.

o It should be constructed in such a way that it satisfies and can be
subscribed to by the most important groups of people who have
expectations from the organisation.

o Itis not the same thing as a business objective.

O Missions are non-specific and are difficult to achieve cleanly on
their own.

O A business objective, by contrast, should be both measurable and
achievable and is normally expressed in quantitative terms.

® A more important question is what does the mission statement actu-

ally do?

o This will influence its content.

o Above all else, the mission statement should do as its name
implies, it should give the organisation a clear mission or purpose.

o It should give all people connected with the organisation a clear
sense of where the organisation is headed.

o If the mission statement is sufficiently motivating, then every-
body should share a sense of direction, opportunities, significance
and ultimately, achievement.

Action

® Search the paperwork for recent mission statements and other declar-
ations of purpose.

® Match these with behaviours that are:

o Overt

o0 Rewarded by the organisation

o0 Rewarded by the market (customers).
® Are you going in the right direction?
® Is your strategy right for the market?

® I[s your strategy going to meet any resistance?

® What are you going to do about it?

MARGIN NOTES
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Question 6

What (therefore) is the
long-term financial

objective that the
organisation is
dedicated to achieving?

It all seems to come down to money in the end doesn’t it?

By the long-term financial objective we don’t mean all the annual, quar-
terly or monthly financial targets that abound in any sizeable organisa-
tion and act primarily as control systems against planned targets.

The long-term financial objective is that requirement placed on the

organisation, specifically on the board of directors, by the individuals

and institutions who have invested in the organisation in the expect-

ation of a financial return.

o Not being too delicate, this is what you have to achieve if every-
body is to keep their jobs.

O Inshort, the financial objective is a hurdle to be overcome.

By translating business performance into numbers we have a conveni-

ent means by which the investors/owners, who have no day-to-day

involvement in the running of the organisation, may understand how
their appointed managers have performed over the past period.

O While it also gives us a fairly good indication of what we must
achieve in future periods, it provides absolutely no indication
at all of how to achieve these future results or how to run the
business.

The long-term financial objective acts extremely well — as a financial

objective.

O Being a narrow measure it cannot be used as a surrogate business
objective as it lacks the breadth to be an efficient driver of the
business, and the people in it.

O There is more (much more) to running a successful business and
developing a competitive marketing strategy than the long-term
financial objective, but more of that later.



Action
® We must understand who the investors in the organisation are.
® What do they want.

® How (not whether) can we deliver what they want — then, if we are
lucky, we are all left a degree of liberty to run the business.

Question 7

What are the

Financial

@ Hurdles? \!

Well, it all comes down to money ...

Every organisation has one or more ‘financial imperatives’ that it must
satisfy to remain in business. These are not the same as objectives. These
‘hurdles’ just need to be seen, measured and jumped. They should not
guide the destiny of the organisation.

® Yes, I know - and the Finance Director shouts a lot and everybody
else does seem to accept that x% increase in return on investment
(ROI) is a normal ‘business objective” but that does not make it right.

@ Financial targets are just hurdles that we have to jump — but that
changes nothing.
0 To make more money, we need to focus, not on money but on the
business/customer purpose that makes it possible.

® The use of the word ‘hurdle’ is deliberate.
O You remember the hurdles race at school or the Olympics? Well,
you must also remember who the winner is.
O The first one over the end line wins.

m The hurdles are just things in the way that you have to jump
over to get to the winning post.

m There are no prizes for how neatly the hurdles are jumped,
or how high, or how fast or even how many are touched or
knocked down.

m  All this is irrelevant.

m  So it is with financial hurdles.

MARGIN NOTES
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First, agree the Financial Hurdles

Every organisation has one or more ‘financial imperatives’ that it must
satisfy to remain in business. These are not the same as objectives. These
‘hurdles’ just need to be seen, measured and jumped. They should NOT
guide the destiny of the organisation

Our financial hurdles are:

® Allyou have to do is to make sure that the minimum financial returns
demanded by the shareholders are achieved.
O Generally (there are some exceptions such as environmental or
green shareholder requirements) shareholders are not concerned
how you jump over the hurdles just that you jump them.

@ Shareholders establish the nature and shape of the hurdles, but
O customers determine where the winning line is.

In the marketing strategy process it is important that we identify —
clearly — the financial hurdles that the organisation must jump. We iden-
tify them, we list them, we ensure that we do not forget them; we ensure
that we jump them. But we do not allow the hurdles to dictate our customer/
market actions.

The vision and business objective will give us the direction that will ena-
ble us to jump the hurdles.

Action
® Identify all the financial hurdles.

® Identify all the non-financial hurdles that will have a financial effect.
® Identify the exact height of each hurdle. (How high do we have to
jump?)

@ Make sure that your marketing strategy and everyone associated with
it understands that:
O The hurdles must be jumped.



O The hurdles need not be exceeded.
O Jumping the hurdles is not enough to win the race.

More definitions, more words and more uncertainty: visions, missions,
objectives, where will it end?

Question 8

What is the Vision

of the organisation?
® What should it be?

Definitions vary but for our purposes:

® Mission is a statement of the organisation/business values (how it
likes to do business).
O Nice but arguably not essential.

® Vision is a clear(ish) idea of what the organisation/business is going
to be in x years time.
o Important if you want to enthuse people to follow you.

® Objective is a precise (quantified) definition of what the organisation
will achieve by a certain date (depending on the measures chosen).
o Important for investors and bank managers but even quantified
measures have been known to change over time.

® Strategy explains how the objective will be achieved.

Visions are a good thing. They allow emotion to enter business and give
leaders some currency. They also flesh out the story underneath/behind
the boring numbers and give everybody something exciting to belong to.
We are human after all.

But, importantly, the Vision is about much more than the numbers —
because business is about much more than the numbers.

The never-ending debate is all about the purpose of business and the
measures of success, and it gets confusing. Two great business writers
Levitt (Harvard) and Drucker said that:

The Purpose of Business:
“To Create, and keep a customer’

- ——————
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Which is blindingly obvious really; the more customers we create and
the longer we manage to keep them, the better and bigger the business
gets. So everybody should be focused on creating and keeping custom-
ers, and their jobs defined in these terms — if only.

e Teee———— -
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@ Unfortunately, the picture gets confused when we consider the meas-
ure of success — and (possibly the most) important measure of how
well an organisation achieves this is profitability.

O

O

O

Financial measures then are a measure of success — not the purpose
of the organisation.

In fact, people in most (especially larger) organisations appear to be
focused on generating profits, and their jobs defined in these terms.
This is madness, since few people have any direct effect on profits
or any idea what they should be doing to influence them.

® Profits are not only important; they are vital for survival.

O

But, the pursuit of short-term profits for their own sake can
destroy an otherwise successful business.

@ Visions are a powerful way of breaking out of the ‘any-good-business-
objective-must-be-in-financial-terms’ dead end.

O

O

A lot has been written about ‘the vision thing’ in recent years,
some good and some laughable.

The personal values of the key implementers, once combined,
create the vision driving the organisation and so what has been
called the ‘strategic intent” behind the group.

This vision, sometimes written, more often than not implicit and
mutually understood, needs to be clarified and defined before
taking the process any further.

The vision is often central to the organisation’s success.

The Vision is not the same as an objective since it is not normally
quantified.

Rather it is a picture of what the future of the organisation looks
like.

Vision enables the organisation to set a broad strategic direction and
leaves the details of its implementation to be worked out later.

In the absence of a clear vision (articulated or not) the organisa-
tion will probably be in trouble and without some light to guide
it the organisation will flounder aimlessly.

Having said this, organisations without a vision are really
quite rare.

The vision may be unclear, ragged around the edges, or even
rather too emotional for senior managers to admit to — but it is
normally there.

It is often better to dig deep to find what makes people come into
work in the mornings than to go through the (often pointless)
exercise of trying to create a vision from scratch, what people
are happy to put down on paper may not be what they are really
willing to fight for.



Action

® Talk with others in the organisation/business.

O Putting together the vision statement can be quite a lengthy pro-
cess of discussion within the organisation. Indeed, practical experi-
ence has shown me that when visions simply emerge like a brand
new car model from behind the locked doors of the senior man-
agement group, they do not tend to be anywhere near as effective
as if discussions have been carried out with the staff and the other
stakeholders that affect the organisation.

® Resign yourself to a lengthy period of discussion — with all sorts of
‘interested” parties.

Produce a multitude of views, feelings and beliefs from all sectors.

This will generate a mission statement that runs to not one but maybe
two or more closely typed pages.

® Drécis, précis and précis again — a good vision must be easily commu-
nicated, so it needs to be short.

B The strategic questions (1-8)

If you have been following the process so far, you will be able to answer
some of the questions already — here are the first 8.

Before you happily jump a question and tick the ‘Not important’
box — make sure that you really are not confusing ‘Not important” with
“Too difficult’.

And, don’t think you can come back to these difficult questions later —
if you don’t sort out this mess first, your marketing strategy won’t be
built on sound foundations.

Strategic question Our strategic answer
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Importance

Part One - Preparing
for the Marketing
Strategy

Internal business
Drivers

1 What do our
shareholders require
from us?

Must have

Nice to have

Not important




What do our
stakeholders require
from us?

Must have

Nice to have

Not important

Who are the key
implementers in
the organisation
and what are their
personal values and
requirements?

Must have

Nice to have

Not important

How should we best
describe their/our
strategic intent?

Must have

Nice to have

Not important

Out of these various
factors do we have

a clear statement or
understanding of the
corporate/business
mission?

Must have

Nice to have

Not important

What (therefore)

is the long-term
financial objective
that the organisation
is dedicated to
achieving?

Must have

Nice to have

Not important

What are the
Financial Hurdles?

Must have

Nice to have

Not important

What is the Vision
of the organisation?
What should it be?

Must have

Nice to have

Not important




CHAPTER 2

The external
environment
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‘Life is what happens to you
while you're making other plans’
John Lennon, (1940-1980),
English songuwriter, singer,
author and political activist
and one of the founders of The Beatles

In the previous chapter we tried to uncover the most important internal
drivers of the business. If the organisation has a mission statement or a
clearly articulated vision this will help us focus our attention on the more
important aspects of the external environment, which we must assess next.

Attempting to lay any sort of plans for the future without first gather-
ing some (at least enough) information is not only foolish; it is also com-
placent and arrogant. Knowing that information must be gathered is one

thing, knowing how much and what to gather is quite another.

The questions to guide you through this particular maze are:

Question 9

What resources

do we have and
how are they
being utilised?

A resource audit is another of those grand titles, which just disguises a
very simple question — what are the capabilities of the organisation?

A practical strategy is one that is achievable. (Did I really write that?).

An organisation or business just cannot achieve its vision without the
resources and the capability to achieve those objectives. This does not
mean that your vision must be solely driven by the resources available;
we can convert and/or acquire additional resources (given the time) and
a sufficiently compelling story but even so we need to be reasonable.



The resource audit
Land

(physical resource)

The resource/
performance
audit

Capital
(financial resource)

The resource audit is simply a way for you to assess what resources are
available to you (and your strategy /vision) now. This is important because
the audit should show you:

® Resources currently being utilised productively
® Resources missing (needed for vision)

® Resources currently being utilised unproductively (very common
since organisations tend to lag behind market changes; we go on doing
things and producing products and services too long after the cus-
tomers have moved on to something new).

The easiest approach for the organisation to break down its resources
under the four traditional headings —land, labour, capital and enterprise —
and see what it’s got.

You need to know exactly what the organisation or business can deliver
to the marketplace and precisely what delivery levels would be impracti-
cal, at least in the short to medium term. In the medium to longer term
constraints may be overcome by building up resources or by buying in
additional resource. Strategic alliances to support key strengths might
also be considered.

® Land (physical resource)
O Under this heading you should consider resources such as:
m  Production facilities and capacity
m  For products:
o Factories
o Locations
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Output capacities

Flexibility of production lines
Methodologies

Age of the plant

Recent levels of investment

m  For Services:

Office space

Flexibility of space use

Number of retail or other outlets
Access points for customers
Delivery trucks

Rolling stock

Mechanised plant and equipment

O 0O oo o

O 0o oo ogd

® Labour (human resource)
e - o0 Labour is another simplified term that we use to cover all forms
= \ of human resource open to the organisation. We are concerned with:
Manual labour
Mental labour (knowledge workers)
Flexibility of the human resource to meet the new challenges
Industrial relations
Training and management development
Skills base
Internal communications
Organisation:
o Structure
o Design
o Culture
o Morale
O There are also specific questions that the organisation should be
asking about its top and middle management capabilities:
m  How good are they?
How responsive is management to change?
How competitive in nature?
How independent?
How needing of guidance/control?
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@ Capital (financial resource)
| O This category refers to the financial muscle called for in a market

strategy.
m  Whether the strategy eventually calls for consolidation, redirec-
N _ tion, head-to-head competition or the erection of barriers to
I entry to your marketplace, the costs are already high and are
getting higher.
m Financial strength is no guarantee of long-term survival, but it
helps.

m Naturally, the eventual strategy for the organisation must be
formulated within the confines of the finances that the organisa-
tion either has or is able to access.



® Enterprise
O This last category covers the whole area of creativity and business
acumen needed to survive in competitive marketplaces.

Action

Enterprise is the collection of ideas, new thoughts and drive
required by an organisation if it is going to continue to grow,
change and flourish in the years ahead.

Marketing does not have the monopoly.

The behaviour of individuals (including the level of enter-
prise) inside an organisation is very largely dictated by the
organisation structure and culture.

The structure of the organisation, its processes, reporting sys-
tems, reward systems, implicit and explicit culture and its com-
munications all serve to spell out to people what behaviours
are valued and will guarantee progress within the system.

We will look more closely at this problem, and what can be
done about it, in Chapter 10.

® Review and assess all elements objectively

® Assess in terms of current position, relative to competition and future

vision

® Assemble overall audit from all four elements — all four elements are

required if the organisation is to have a future. We can all think of

good examples of failures where:

O Organisations that have been flush with money but have had no
good ideas.

O Young thrusting organisations full of new ideas and revolution-
ary thoughts but with little or no capital to back them up.

O Creative Western organisations that generate ideas, which in the
absence of sufficient patient capital, have gone to the Far East
where they have been successfully modified and marketed.

Question 10

What are the
strengths and

weaknesses of
the organisation?

- ——————
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Falling straight out of the resource audit, you should now be in a situa-
tion to identify your particular strengths and weaknesses.

The idea being, of course, that your eventual marketing strategy will be
one that:

® Exploits the organisation’s strengths

® Protects its weak nesses.

I know it seems obvious to play it this way round but you would me
amazed at the number of otherwise quite rational practitioners who:

® Did not like the strengths that the market said they had.

® Believed they had strengths — that the market did not see or believe.

Insisted that they had no weaknesses at all.

® Would only produce plans for doing what they had always done/
what they had told the parent company they would do.

® Incentivised the sales force to sell more of what customers wanted
least and lost them most money.

SWOT analysis (1)
(Internal/Controllable) (External/Uncontrollable)

Strengths Opportunities
1 1

2 2

3 3

4 4

5 5

6 6
Weaknesses Threats

1 1

2 2

3 3

4 4

5 5]

6 6

It is, of course, inevitable that an organisation will start looking at its
strengths and weaknesses through internally focused eyes; that is essen-
tially what the resource audit is all about. Nevertheless, you need to real-
ise that a strength is only a genuine strength if your target customers say it is!



This is not always an easy idea to grasp, shut away as most managers are
from paying customers.

First, the SWOT basics, just so we all know what we are talking about
and we can carry out the same thinking:

Strengths and Weaknesses are:

O Internal issues and are therefore

o Controllable

O You are supposed to be able to do something about these.

Opportunities and Threats are:

o External and therefore

o0 Beyond your control

O0  You have to work with what you have got here, at least in the
short term.

Strengths are real strengths only if your target customers believe you
have them.

Weaknesses are real weaknesses only if your target customers believe
you have them.

You should not attempt to list every single issue under each heading,
just the (=6) most important ones.

Every time I do this with a company, the weaknesses list is at least
twice as long as the strengths list:
o This is nonsense, stop beating yourself up!

The objective is not to list all the most important issues under each
heading and then put the analysis away in a desk drawer.

The objective is to do something with the results of the analysis.

The organisation’s beliefs must be tested in the marketplace to find out,
clearly, whether the customers agree.

If your customers don’t agree, all is not lost, at least for the flexible
company.
O The choice now is to either:
m Build on the strengths that the customers believe we have
(even if we don’t believe it — yet), or
m Attempt to change the customers’ beliefs about the strengths
and convince them that we have different strengths from what
they understand.
O Much depends obviously on what the beliefs are but you should
remember that:
m  Customers believe what they believe.
m Customers beliefs and attitudes are not formed or changed
overnight.
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m  Customers will not change what they believe just because
you say so, they may want to experience the difference for
themselves.

m Customers may not be attracted to what you want them to
believe about your offering.

m This is starting to sound expensive.

When you help to put together the strengths and weaknesses analysis for
your organisation you should remember one thing — it pays to be honest —
no matter whose feelings you might hurt. Your organisation/business
may not be able to deal with an honest assessment of its strengths and
weaknesses but a simple re-statement of company conventional wis-
dom will do no good at all. Restrict circulation of the analysis to preserve
morale if you must — but be honest with yourself.

merem———

Action

So, what should you be doing with the analysis? First you need to:
MARGIN NOTES |
' @ Dry run the exercise to see if you have enough data/information to

make it worthwhile.

O Ask people inside what they think.

O Especially ask everybody who interacts with your customers
what they believe the customers would say are your strengths
and weaknesses.

o0 Ask your suppliers and your intermediaries or channel partners
what they think.

SWOT analysis (2)

(Internal/Controllable) (External/Uncontrollable)

Strengths Opportunities

oo~ lW|N
[OREGRIENEGR LR

Weaknesses Threats

OO~ WIN| =
oals~wiN| =

e If it’s looking thin, try finding a little money and getting a specialist
market researcher to ask your customers for you — you must know
what they think of you.
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® You can also consult industry/market ‘experts’ and see what they
think are the threats/opportunities for everyone — use external infor-
mation if you trust its source.

® Then, take it one step further — use ‘convergence arrows’:

This is a quick way of giving initial direction as well as assessing the final
marketing strategy. Three arrows are inserted into the SWOT diagram.
These arrows show the three (really powerful but annoying) questions
you should ask yourself to work out what your marketing strategy and
plans needs to be doing for you:

® Weaknesses — Strengths:
0 What can you do (or plan to do) to turn weaknesses into
strengths?

The traditional skill here is to turn a ‘limited” offer into a ‘spe-
cialist” one.

One of the oldest examples must be Avis car rental, who could
(at the time) not challenge the power of the market leader
(Hertz) so made a strength out of the fact that being ‘Number
Two’ meant that they had to try harder so would give better
service.

More recent example would be Green and Blacks chocolate —its
taste is too bitter for children so it is positioned as an adult treat.

® Threats — Opportunities:
0 What can you do (or plan to do) to turn a threat into an
opportunity?

For example, EU legislation on recycling has shown how the
fastest movers can make their offerings different from slower
competitors.

External ‘threats” such as legislation, de-regulation, Internet
and technology and fashion have helped many organisations
change by presenting big shifts in market conditions that they
can respond to.

Often it is the small but relentless changes that provide most
danger because the managers just don’t see them until it’s too
late.

® Strengths — Opportunities:
O What can you do (or plan to do) to focus your strengths on to the

opportunities?

®  You thought that this would happen automatically, well, it
won't.

B Once you have agreed them focus the strengths where they
will do most good.

m There is no point directing weaknesses at opportunities or

even strengths at threats. But you would be amazed ...

MARGIN NOTES




Question 11

What is the

‘Environment
Audit’ and how
do we create one?

mre———

MARGIN NOTES

Auditing the environment in which the organisation must operate is
arguably the most important and most significant data gathering activity
that any organisation, business, firm, service or even government depart-
ment, can undertake.

The past decade has provided a number of changes for all types of
organisation — globalisation of business and competition, the increasing
sophistication of customers and the explosion of ‘choice” (more about
that later) — means that a single organisation can no longer control a mar-
ket and dictate terms like they used to. Apart from governments, nation-
alised industries and pseudo-privatised monopolies such as railways
and utilities, competition has forced all organisations and businesses to
pay more attention to customer needs than before.

The 1980s saw the beginning of a shift in power away from the producer
towards the customer, ignited by the work of Ralph Nader and others.
In the 1990s this trend accelerated, driven by early globalisation. The late
1990s saw a brief displacement as the dot.com era suggested that new
rules of economics had been discovered and sales revenue and profits
were no longer measures of business success. This stage passed with
the dot.com collapse and the early 2000s continued what organisations
‘thought’ customers wanted; lower and lower prices at the expense of
differentiation, quality and service. Currently, some astute organisations
appear to be veering away as the cliff edge comes into view, but a lot of
lemming organisations are still heading for the great ‘let’s give it away
and have the whole market” graveyard. The environment controls us all;
we need to understand the rules of the game.

If you don’t understand the environment in which you have to operate,
how can you or your organisation possibly hope to establish its special
market position enjoy the long term profits that come from successful
marketing?

But, the term ‘environment’ means too many different things? The tradi-
tional environment definition is the ‘PEST” analysis — taken from the original:

® DPolitical

® Economic



® Sociological

® Technological

framework. I have enlarged this structure over recent years as more aspects
of the environment start to have a direct impact on organisations and need
to be taken into account for any practical strategy. Originally I added:

® Customer/Market

® Competition

To focus the analysis on the more important but more ‘micro” issues in
the environment. More recently I have added two new dimensions to my
PEST analysis:

® International

® Environmental

The ‘PEST’ analysis

Political Economic

1 1

2 2

3 8

4 4

5 5
Sociological Technological
1 1

2 2

8 3

4 4

5] 5]
Customer/Market Competition
1 1

2 2

3 8

4 4

5 5
International Environmental
1 1

2 2

8 3

4 4

5 5

The ‘PEST’ analysis is not particularly clever or advanced but it does
the job.

Although these classifications are obvious, they are not absolute and
some degree of overlap is quite normal. The questions you need to think
through for each heading are:

® Dolitical Factors:
O Under the political heading we are concerned with the motives
and the actions of governments and the way that, via legislation,

e ———e
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regulation and the legal/political system, they impact on

business.

Our first efforts must be directed at trying to understand

exactly what effects these measures have on how we run our

business.

m  Try, for example, to imagine what we would be doing differ-
ently if these rules and regulations did not exist.

Secondly, we need to try and grasp the reasoning behind the leg-

islative and legal regulation.

m What is the political ideology that forms the basis of the
regulation?

m It is only by understanding why governments and regulators
act the way they do that we will have any chance of anticipat-
ing the most likely future changes in legislation.

m If we can predict future moves then we can plan for them.

A ‘quick’ checklist for your political assessment might include:

m  Role of government, regulator or participator

Political ideology

Political motivations

Rate of change of political direction

Political stability over time

Political attitudes to:

o Competition

o Social responsibility

o Environmental matters

o Customer protection

m Legislative effects on:

Organisational structure

Organisational behaviour

Employment

Salaries and payment levels

Employment conditions (health and safety, etc.)

Profits (taxation/repatriation, etc.)

Permitted markets

Product policy

Pricing policy

Distribution policy

Promotional policy

0Oo0oooogooogodg

® Economic Factors

N _ o)

Under this heading we should be considering issues such as the
current and likely future economic issues that will affect how we
run and plan our organisation’s business.
Taxation can appear under the economic heading as well as the
political heading.
A ‘quick’ checklist for your economic assessment might include:
m  Gross domestic product (GDP):

o Per head



o Social/private

o Distribution

o Regional disparity
m  Government policy:

o Fiscal

o Monetary
m Industrial:

o Structure

o Growth

o Labour rates
m  Income:

o Current

o Growth

o Distribution

o Relation with population groups
m  Wealth:

o Distribution ‘!
o Effect on buying power J
m  Employment:
o Structure
o Full-time/part-time
o Male/female
o Regional disparity

® Sociological Factors
O This aspect of the environment is probably the most difficult to
understand, quantify and predict, dealing as it does with people
and human behaviour.

m  Unfortunately, it can be the most devastating to our business
fortunes if we are unlucky enough to get it wrong.

m Basicallywearedealing with people’smotivations, needs, wants
and perceptions and, more broadly, how society or culture is
changing over time.

O A’quick’ checklist for your sociological assessment might include:

m  Cultural/sub-cultural groups:

o Characteristics
o Growth/decline
m  Demographics: |
Socioeconomic groupings
Home ownership
Geography
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Family structure and influence
Family life stages
Usage patterns
m Natural segments:
o Characteristics
o Differentiators
o Growth/decline/change

OO0 ooo o



m  DPsychographics:
o Preferences
o Benefits
o Attitudes and belief systems
m  Social trends:
o Changes in personal value systems
Changes in the structure of society
Changes in moral and ethical positions
Changes in belief systems
Changes in attitudes (to (for example) NGOs, genetics, etc.)

O oo g

® Technological Factors
O A’quick’ checklist for your technological assessment might include:
m  Rate of technological change:
o Organisation’s ability to keep up
o Customer acceptance
B Research and development:
o Cost of investment
o Matching customer needs
o Control
m  Production technology:
o Costs versus savings
o Internal skill base
m Protection of technology:
o Patents
o Copyrights
o Impact on investment
m  Universal availability of technology:
o The rat race to technological edge
o Product differentiation possibilities

merem———
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® International Factors
O Thenumber of organisations which have no international markets,
no international suppliers for various components or raw materi-
als and no international competition in the domestic market are
becoming fewer and fewer every year.
O A’quick’ checklist for your international assessment might include:
| m International ‘Political” issues
o Growth of China and India
o EU and regional policies
N , m International ‘Economic’ issues
o Outsourcing?
o Growth of China and India
o Fairtrade
m International ‘Sociological” issues
o Social and Culture — beware, the big one
m International “Technological” issues
o International movement of IP




m International ‘Environmental’ issues
o Global warming
o Environmental pressure groups
m International ‘Customer/Market’ issues
o Culture
m International ‘Competitive” issues
m These, for each market addressed, or from which we receive
competition

® Environmental Factors
O Environmental and ecological awareness too has entered the
mainstream.
O A’quick’ checklist for your environmental assessment might include:
m  Sustainability
o Global warming
Political football?
Carbon exchange
A “‘Fad’, a “Trend’ or a “Bubble’?
Where next? — which way you bet on this one could ser-
iously affect your future
Fairtrade
Pirating
Alternative technology
m Customer willingness to pay a premium

0O o0 oo

® Customer/Market Factors
O  See below and also Chapter 6

® Competition Factors
O See below

Action

Keeping up with changes in the environment (sometimes called environ-
mental scanning) is not an option — you live off the environment, you
must understand it.

You have no choice but to:

® Understand the environment in which you have chosen to play
O What does ‘external’ mean for your business?
O  What business are you in? So, what should you measure?
©  What changes are ‘blips’?
O  What changes are structural? — it is not going back

® Be prepared for the future
o Change is the order of the day in the business environment

® Make the exercise a regular activity
O The environment audit is not an exercise that can be completed
and then forgotten.

m MARGIN NOTES
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o It is not an exercise that can be safely carried out on an annual
basis — there is too much important change.
O Create a tracking mechanism that will show up the most import-
ant changes as they occur.
@ For each change noted
O What is the effect on you and your organisation/business?
O What must you do about it?

Question 12

What opportunities
and threats exist in

our broad macro-
environment?

Having done our best to make sense of what is going on in the wider
business environment, we need to turn this information into action.

You will need to:

® Search through the environment for the business opportunities that
appear to be open to us.

o It takes time to develop new products and new services and to
develop and open new markets.

o If we are given a hint from the environment audit that new mar-
ket possibilities are likely to open, then we should plan our time
accordingly and be ready when the market appears.

O Arriving six to nine months late (even consistently), along with
the all the other late arrivals, is hardly the best way to win a posi-
tive market reputation.

® Identify the threats that may appear in the business environment,
especially those that might seriously hinder our development and
continued prosperity.
O In my experience, the list of threats is twice or three times longer
than that of opportunities.
® [ must admit I am never quite sure whether this is because the
environment really is tough out there or because a pessimistic
nature is a prerequisite for the modern manager.
m Be this as it may.



O The important thing is not just to identify the threats, but to be
able to do something about them.
B As long as they are spotted early enough most threats can
either be neutralised or avoided by the organisation — or even,
if you are very good, turned into opportunities.

® It's not just tomorrow’s threats and opportunities that can be
unearthed by a solid environment audit.

o If your organisation is about to start an audit for the first time
you are likely to discover an interesting collection of threats and
opportunities sitting right underneath you now — you just did not
know they were there!

o Foregoing opportunities is one thing, not knowing about a threat
until a few years of declining profits makes it too late to do any-
thing about it, is quite another.

| Question 13

' Are we (really)
customer

® focused?

We will deal with the whole question of customer orientation and organi-
sational culture in much more detail in Chapter 6. For the moment though,
we will consider this question from the data gathering perspective.

Even the two great bestselling strategy books of the last Century, Porter’s
‘Competitive Strategy’ and ‘Competitive Advantage’ (New York Free Press,
1983 and 1990), both require (although this is not explicitly stated) that
the organisation be market/customer oriented for the proposed strategic
approach to work. Porter’s whole approach is based on the importance
of looking outward to the environment and the competitive marketplace
rather than basing our future on purely internal considerations.

This attitude reflects the approach of most companies — we all manage to
speak a good line, but when it comes down to the wire ...

A driving organisational culture and state of mind that is focuses inward
rather than outward at the customer, not only chooses to uncover the
wrong data from the environment, but is also most likely to misinterpret
the data which is collected.

- ——————
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Action
You need to:

Understand what it (really) means to be outward looking and cus-

tomer focused

O Customer focused organisations are not easy to find but see if you
can find one outside your industry

O Study how it operates

O Study how it treats customers (it won't just give them what they
want every time — it does not work like that)

O Study how it deals with staff /internal issues

O Study how it represents customers inside the organisation.

See of you can translate these activities into what it would mean for
your organisation

Calculate how different you are — how inward looking are you really?

Identify the natural bias this internal focus has on the:
o Data deemed necessary

o Data collected

o0 Information translated from this data.

Draw up and implement plans to collect data and information to
counteract this bias and to interpret the environment from a customer
perspective.

Question 14

How is our
industry put

together? What
business are we in?

You are on a journey. The industry you are part of, is also on a journey.
You can decide to accept the route that everybody else is travelling or
you can decide to break out. In any event, knowing where the group is
travelling will give you some choice.

There are a number of (sometimes quite complicated) analyses to assess
your industry’s position. I think these are interesting but too complicated
to explain to others in the organisation — so can alienate the marketing



strategy (‘too academic’) rather than help involve people in the future. I
prefer to use a simpler (less complicated but less accurate) but more eas-
ily recognised model, the Product Life Cycle. Trust me, in this business,

simpler is better.

Introduction

_/

The product/service life cycle (1)

Growth

Maturity

Decline

.

A brief recap — as I am sure you know, the life cycle can be applied to a
product, service, product category or brand. On the other hand, while it can
be a useful ‘concept’ it is less useful as a ‘model” because it is not always
easy to tell exactly where you are on the curve — until you have passed the
point. But it is still useful for explaining what the future might look like.

Introduction

Supply:

* Can not make
enough

o Little formal
infrastructure

* Higher costs

Demand:
 Innovators

* Early adopters
* Higher Price

* Higher Risk

* Little awarenes:
* ‘New’

The product/service life cycle (2)

Growth

Supply:
* Growing

Maturity

availabili
* Growin
Compgétition

Demand:

* GroWing
aylareness

* Reducing Prices

o/Early majority

* Emerging
standard design

* Saturated market

* No new buyers

* Replacement purchase

» Can get boring

* Best marketing?

* Customer focus

* Market segmentation
critical

» Consolidation

* Fewer BIG players

* More NICHE players

* Canlast a long time if
BRANDS are nurtured

Decline

™

* Failing demand

« Falling profits
or debts

* Fewer customers

e Death, or

* Rejuvenation

* Possible
re-positioning

There are four recognised stages to the life cycle as the product or serv-
ice or category proceeds from introduction through growth into maturity
and eventually into decline and death. How long the cycle lasts depends

- ——————
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on the market and the organisations involved. Again, the stages are well
documented in most marketing texts.

The product/service life cycle (3)

Introduction Growth Maturity Decline
Supply: Supply:
¢ Can not make ¢ Growing
enough availabilit * Saturated market
« Little formal ¢ Growin ¢ No new buyers
infrastructure Compgtition * Replacement purchase .
* Higher costs * Can get boring ° Fa|I!ng dem_and
Demand. « Best marketing? * Falling profits
BB * GroWwing + Customer focus @ Ll
* Innovators Y EEmEES * Market segmentation © PR @UEEmEs
* Early adopters « Reducing Prices critical 9  Death, or
See———— + Higher Price Early majority « Consolidation © [REVEREER
© [AIiEF RIS * Emerging  Fewer BIG players © FesslilE

= \

. I;\lime awareness/ standard design | + pore NICHE players re-positioning
* ‘New
MARGIN NOTES J‘} « Canlast a long time if
|

BRANDS are nurtured

Industry consolidated

However, we know more about the PLC than is usually explained in
the introductory texts. There are two points at which the industry con-
solidates or suffers a ‘shake-out’ of firms. Naturally consolidation occurs
when the entire industry starts to decline but an earlier (and more wide-
spread) shakeout occurs before this.

At the point between the rapid growth stage and the maturity stage is
the most dangerous for the majority of organisations in an industry. Let’s
think why.

® The business starts slowly, and then takes off.

® Growing industries/markets are a special environment and they can
d support a wide range of organisations, all trying to carve out market
share at the same time.

O Because the whole market is growing many companies can pros-
per as they offer very different product/service solutions and do
so at very different levels of efficiency and profitability.

O At this stage, sales is definitely the name of the game.

O Margins always seem to be under pressure but nobody really suf-
fers very badly, there is always enough profit for sizeable sales
commissions and recruitment of new sales people.

o It is a time for new ideas and new technology and new markets
and new stars in the business world.




® Then comes the ‘downfall’ — the market becomes saturated.

O

Every customer who wants a telephone, car, washing machine,
mobile telephone, online game, mp3 player — now owns one.

The market (and sales) stops growing.
Customers only buy to replace existing product or service.

All of a sudden, the business is not growing at the heady 25 or

30% per year — it might even be contracting.

The product/service life cycle (b)

Introduction Growth L’I Maturity Decline
Sales to Marketing!
Supply: Supply:
* Can not make ¢ Growing
enough availabili * No new buyers
o Little formal * Growin * Repeat purchase \
infrastructure Compgtition ¢ Can get boring
« Higher costs « Best marketing? * Failing demand
Demand: « Customer focus * Falling profits
Demancd: * Grgwing « Market segmentation | ©r debts
* Innovators awareness critical * Fewer customers
* Early adopters * Reducing Prices « Consolidation ¢ Death, or
* Higher Price o/ Early majority « Fewer BIG players | * Rejuvenation
* Higher Risk » Emerging « More NICHE players | * Possible
_’W standard design + Can last a long time re-positioning
* ‘New’
Mlarket consolidation

The ‘Chasm’ —

® Market maturity is not so much a difficult time — it is a different time
from the stage that went before it:

O

In the rapid growth period, the successful organisation will focus on:
m  Managing the product or service

m  Managing the sales operation

m  Managing the business growth

In the mature stage, the entire emphasis shifts from internal to
external, from product to customer — the successful organisation will
focus on:

m  Managing the insight and knowledge of customer needs
Managing the focus on the most appropriate market segments
Managing the product or service differentiation

Managing and caring for the brands

Managing the realignment of the organisation and its activ-
ities to the constantly migrating needs of the customers.

The fact is, the skills required by the organisation to succeed in maturity
are so different from the skills required to succeed in the growth stage that
very few organisations manage the change. According to Markides and
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Geroski (‘Creating new radical markets — The myth of first mover advantage’,
Market Leader, Spring 2004) the car and tyre businesses show what hap-
pens everywhere — according to their research:

® Car business:
O More than 70 firms rushed to enter the car business in the first
15 years of existence.
O More than 1,000 firms populated the industry at one time or
another.
O By the late 1950s there were only 7 left.

® Tyre business:
O There were more than 274 competitors in the market for tyres in
the early 1920s.
O 50 years later no more than 23 survived.

The following table shows what typical types of business and mar-
ket activity will be associated with the different stages of the life cycle.
This analysis is not new although I have updated it for this book. You
can see how the necessary skills simply scale up between Introduction
and Growth stages, and between Maturity and Decline stages. At the
same time, there is an unavoidable ‘chasm’ between the skills needed in
Growth and in Maturity. It is no wonder that so few organisations man-
age the transition.

Action
The questions for you and your organisation then are quite
straightforward:

® Where do you think you (and your industry) are on the Product Life
Cycle?

® If you are in the Growth stage, how long (this is the difficult one) do
you think you have before the market moves to Maturity?

® Do you have the skills to succeed in Maturity?
® Can you learn or acquire the skills you need?

® How much resistance will you face from senior management in the
organisation?

® Do the answers above suggest that you are working for one of the
(few) survivors or one of the (many) impending casualties?



The PLC and Marketing Activity

(Continued)




The PLC and Marketing Activity (continued)




Additional activity
Here are some additional questions that we will answer, in more detail,
in Chapter 5:

® How do you define the industry you are part of?
® s this really the business you are in?

® [s Harley Davidson in the motorcycle business?
[ ]

Does Starbucks sell coffee or a place to meet your friends and work
colleagues?

® s the ‘coffee business’ at the same stage of the PLC as the ‘meeting
friends and colleagues business’?

Intrigued? — I hope so

Question 15

Are there
opportunities

arising from the
structure of our
business/industry?

Industries will vary from one to another as the strengths of the five
competitive forces (see below) will differ. The reason for this is largely
because of the different marketing—economic and production-technical
characteristics which underlie each different industry. These important
characteristics are known as the industry structure.

Your organisation has the power, through the business and marketing
strategies that it chooses, to influence the structure of the industry within
which it operates. One way of understanding structural opportunities, is to
look at Porter’s 5 Forces Model, which describes five distinct competitive
forces that Porter says will collectively determine the profitability of any
industry. A few examples may serve to illustrate the point.

® Industry competition:
o0 Competing organisations can group together to mount collabora-
tive generic advertising and promotional campaigns with the aim
of expanding the total market size.

MARGIN NOTES
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Source: Porter, Competitive Advantage (1990)

Forces driving industry competition

|POTENﬂALENTRANTS|
Threat of new entrants

Bargainin IN RY B o
Pgwer 9 |cogPETITORS a;gjvlglrng
-BUYERS

SUPPLIERS of suppliers 5f buyers
Rival ong

existing firms

Threat of substitute
products or services

SUBSTITUTES |

Increased market size obviously reduces the intensity of direct
competition since there is a larger market to fight over.

On the down side there is the question of a larger market acting as
a magnet for outside organisations unless entry barriers are high.
Collaboration such as this has been used in Europe in industries
such as insurance, shock absorbers and beef.

New entrants:

O

O

Can be combated by building significant (and durable) entry

barriers.

Marketing barriers in terms of brand loyalty and product differ-

entiation can be very effective but tend to take time to construct;

and are also quite investment hungry.

Other methods include lobbying government for protection of the

industry, perhaps through;

m Increased specialisation, or

m Driving down the unit cost of production to a level which
inhibits new entrants.

Beware, technical barriers are often at the mercy of technical leap-

frogs — which overnight can make a very expensive barrier obsolete.

Substitution:

O

O

Here it pays big dividends to keep in very close contact with your
customers.

Change may not be possible if too many people in your organisa-
tion would rather die than change — a surprisingly popular com-
petitive response I have found!

Substitutes need not necessarily be a threat to the industry or
our position — especially if we are the organisation marketing the
substitute.



® Supplier power:
O There are two ways of dealing with the problem.
m  Attempt to negate the power of certain suppliers by locating
alternative sources of supply.
m Take advantage of the possibly concentrated supply situation
by integrating backwards into the supply end of the industry.

® Buyer power:
O This falls into two broad categories.

m  The concentrated power that comes from either a small number
of buyers or a smaller number of very large volume buyers;

o You can either further concentrate the purchase activity of
the industry to create equal strength to the buyers.

o Or broaden the product or service scope to encourage new
buyers into the industry and thereby reduce the power of
the primary buyers.

m The second category of buyer power, price sensitivity, and the
most obvious solution is to build strength on brand aware-
ness, product differentiation and loyalty in the marketplace.

o This is a high cost, long-term solution but should deliver
better prices, margins and so, profits.

o Major packaged goods producers such as Heinz and
Kellogg’s use this approach successfully.

o As do B2B organisations such as JCB, Accenture and Rolls
Royce engines.

Action

What opportunities does your industry structure offer you? Too many
players, in all sorts of markets and industries, forget that they are not
there to fight the competition, but to serve the customer better — the two
are not the same.

Question 16

Who are our real

competitors and
what are their
competencies?

We all agree that we need to understand our competitors better than we
do at the moment, but let’s try and understand why it is so important to
uncover what our competitors are trying to do in the marketplace.

® Regardless of what your organisation/business produces, as soon
as you make an offering to the market what’s the first thing the cus-
tomer is going to do? Compare!

- ——————
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As much as we would like to believe that our customer is a
rational, decision-making being; potential buyers are simply not
used to making decisions in a vacuum.

In order to judge the benefits of your offering and the claims that
you make, their first step is always going to be to compare your
offering to an alternative offering made by an organisation they
believe to be a competitor.

We all know this is what happens, so why ignore it?

We also know that if we don’t compare well, we don’t sell
very much.

® Competitor analysis is obviously a ‘good thing’, but where to start?

O

_ _ O
e e -
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Most organisations have a database (of sorts) on (who they think
are the) competitors and their capabilities and activities.
Although this information is often gathered in an ad hoc manner
from meetings, customers, intermediaries and the sales force, it is,
of course, the systematic process carried out over a longer period
of time that tends to develop a better understanding of our com-
petitors” ambitions and capabilities.

® Butbeware. If you focus only on your direct competitors in mind then
you have left yourself and your organisation open and vulnerable.

In the previous section we looked at the ‘five forces” of competition.
Levitt said that ‘Customers just need to get things done. When people
find themselves needing to get a job done, they essentially hire products
to do that job for them’.
And there are always different ways of getting a job done, includ-
ing not doing it at all.

® You must ensure that you have looked at the competitors from the
customers’ perspective.

0 When Cadbury finds that its sales of chocolate to teenage girls in
the UK are falling — because they are spending their limited finan-
cial resources on mobile phone top-up cards instead, then it has a
marketing challenge on its hands.

O One that would not have shown up by looking at other chocolate
producers alone.

J
Action

You have two separate tasks here:

® First; the what?; this data is easier to collect and concerns what the

competitor is currently doing and what (in our opinion) it is able to do:

O
O
O

What is the competitor’s current strategy?

How is the competitor currently competing with our organisation?
You can collect this data from:

m Published material such as annual reports, press commentaries
m  Responses from customers



® Second; the why?; this is more useful to developing an understanding
of our competitors, and their capabilities:
O What are the future goals of the competitor and of its management?
O What are the assumptions that the competitor and its management
hold about themselves and the industry in which they operate?
O You can collect this insight from:
m  Some published material such as analysts assessments and
annual reports
m  Responses from intermediaries/channel partners

Question 17

What are the
opportunities for our

organisation in the
competitive
environment?

There is no point collecting data and information unless you intend
doing something with it.

The primary aim for any organisation must be to win and to keep profit-
able customers. Straightforward, bloody, head-to-head feuds should not
be the aim of the organisation. While competition itself may bring certain
benefits to the customer, for the organisation it is an extremely waste-
ful and expensive exercise. An understanding of any likely retali-ation
should permit us to sift through different strategic alternatives and to
choose those activities that will produce the maximum return.

Action
You need to ask yourself some questions:

® First, our own situation:
O What are our own internal capabilities?
O What are the main trends in the broad macro environment in
which we operate?
O  What are the structural opportunities that exist within the five
competitive force framework of the industry?

® Next, the competition:
O Who are our competitors? Direct (national and international) and
substitutional?

- —————
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O Which competitors seem satisfied and comfortable with their cur-
rent situation?

O Which competitors?

O  Which Market segments are our different competitors most con-
cerned with?

m  Where they see their future and the types of market they
would like to penetrate?

O Where are particular competitors vulnerable?

O Are there identifiable gaps in the market — things that nobody is
doing?

O Is there a market in the gap — are there unserved customer needs?

O Which activities of ours might provoke the strongest competitive
response?

m  This can come from different competitors for different reasons
(large, expanding competitors might resent your ambitions
while slow, comfortable competitors may fight viciously to
protect what market they control.

O What would be the best way of approaching these opportunities?

Where is the balance between:

m  Using our particular strengths.

m  Reaping most return from our activities.

®  Minimising competitive response.

Question 18

Are we
internally or

externally
driven?

I, and others, have written long and hard about the need to be focused
on external events rather than internal issues. It seems patently obvious
to me that all the important things are outside the business:

® Customers

® Competitors

@ Political, Economic, Sociological and Technological trends that affect
both of these If only because they all drive revenues.



But talking about it does not make it happen and the majority of organi-
sations would rather spend their time and efforts on those important
internal issues that they know so well.

Recent UK and European emphasis on ‘compliance’, ‘health and safety’
and ‘risk management” have simply added to the problem with the con-
stant threat of customer and/or government litigation. Now it almost
makes good business and financial sense to spend valuable time and
money not making mistakes. Customers, as always, will simply take
the opposite, self-interested, view and wander off when the risk averse
organisations fail to deliver the new products and services they crave.

The customer-facing organisation
] ] a m
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>
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Ultimately, nothing matters apart from customers (sorry, but it’s dif-
ficult to put that less forcefully) so I use a very simple measure to tell
me whether an organisation is predominantly internally or externally
focused. It all depends on how they see their customers. If they deal with
them as if they are partners, advocates, supporters or clients, then they
understand the importance of customers — the external view will domi-
nate to a greater or lesser degree.

If the organisation looks upon customers as numbers, the anonymous
mass that exist to soak up the product of the factories or service systems,
then the internal view will dominate.

Action
I have tried everything.

Every organisation is different, but it seems to me that there is a very
strong correlation at least between internal focus on the one hand and

- —S———————
M MARGIN NOTES
[
l‘\
ﬁ




company size, complexity and the existence of a “professional manage-
ment’ cadre on the other. I wonder if the two might be linked.

B The strategic questions (9-18)

Here are the next 9 questions for you — they get more important, but they
don’t get any easier.

This is the section where you are most likely to start confusing ‘Not
important” with “Too difficult’ in the v column. Just because it might
involve data from outside the organisation/business does not mean it’s
either too difficult or not worth the effort. If it’s ‘Must have” and you
don’t know, then you just have to find out —it’s not that difficult really.

Strategic question Our strategic answer

External business
drivers

business are we in?

9 What resources do Must have
we have and how are Nice to have
. N,
they being utilized? Not important
10 What are the Must have
strengths and Nice to have
weaknesses of the :
organisation? Not important
11 What is the Must have
‘Environment Audit’ Nice to have
and how do we ]
create one? Not important
12 What opportunities Must have
and threats exist in Nice to have
our broad macro ]
environment? Not important
13 Are we (really) Must have
customer focused? Nice to have
Not important
14 How is our industry Must have
put together? What Nice to have

Not important




15 | Are there Must have
opportunities arising Nice to have
from the structure of ]
our business/industry? Not important

16 | Who are our real Must have
competitors and Nice to have
what are their .
competencies? Not important

17 | What are the Must have
opportunities for Nice to have
our organisation
in the competitive Not important
environment?

18 | Are we internally or Must have
externally driven? Nice to have

Not important




CHAPTER 3

The business
strategy




‘Strategy without tactics is the slowest route to victory. Tactics
without strategy is the noise before defeat.’

‘Sun Tzu (c. 544 BC — 496 BC),

the author of The Art of War, a book on

military strategy

We need to spend a little time looking at business or corporate strategy,
because it drives marketing strategy. Lest there be any confusion, busi-
ness/corporate strategy and marketing strategy are not the same thing.

But, this is not a book on corporate strategy — that is a debate we can
usefully avoid. The whole ‘industry” was started by Ansoff in an article
called (‘Strategies for Diversification’, Harvard Business Review 1957),
popularised by Porter (in the 1980s), widened by Mintzberg (in the
1990s) and now you have to beat off the strategy gurus with a large stick.

Before we can begin to discuss marketing strategy proper we need cer-
tain minimum data on which to build our plans. To develop the market-
ing strategy we need:

® To agree the business/corporate objective.
O The organisation needs a clear objective in order to be able to set
its own (marketing) objective(s).
o If a clear overall objective for the organisation is not specifically
stated, some sort of hypothesis will have to be made.

® To agree the business/corporate strategy.
O How the organisation intends to achieve the agreed business/cor-
porate objective.

Question 19

What is our

business/corporate
objective?

First, the ‘headlines’:

® The Business Objective is defined as:
O The goal or the aim to which all activities of the organisation are
directed
O An objective should always begin with the word ‘To ...’
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Not necessarily an area you will want to get into, unless you are man-
aging as well as marketing director (and why not?) in which case you
will need more guidance from a more specialist text. For the rest of us,
the reasoning is simple; if the organisation does not have a single, clear,
concise business objective then it is more than likely that activities will
be directed in a number of different (and possibly conflicting) directions
with the net result that the organisation is seriously wasting resource
(money, time and management effort). How do you hope to develop a
coherent — and focused — marketing strategy in such an environment?

Tick the boxes as you go ...

The “12 rules of engagement’ for setting the business/corporate objective are:




Action

The only guidance I can give you here is to take your time and make sure
you do as thorough a job as you can. While you seem to wasting inor-
dinate amounts of time on pointless discussions, remember that this is an
investment, not a cost. Time invested in agreeing the objective, especially
in recruiting the hearts and minds of others in the objective, will be paid
back many times over later in the process.

The right objective will give the company wings; the wrong one will
doom it to being an also-ran in a commodity market.

Given all the pointers above, you must (specifically, not generally) decide
the following:

What business you want to be in (see Chapter 5)

What market(s) or segment(s) you intend to target and do business in
(see Chapter 7)

What constitutes ‘success’

The date by which you will have achieved the objective

The business/corporate objective: “To be ... by (date)’ see below for
some examples:

O

O O O O O

The natural choice (for the business you have decided you
are in)

The first choice (for specified customers or benefits)

The benchmark provider of (whatever benefits you offer)

The thought leader (good for the leader who isn’t the biggest)

The most (add your preferred differentiation)

The M&S/BMW /BA (add your own benchmark company) of the
xzz business.

Question 20

What is our

business/corporate
strategy?
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More ‘headlines’:

® Business strategy is defined as:
O The one route which is both necessary and sufficient to achieve
the business objective
O Astrategy should always begin with the word ‘By ...

The ‘6 rules of engagement’ for setting the business/corporate strategy are:

Tick the boxes as you go ...

For any given objective there is normally a series of alternative strat-
egies, which may be seen as being viable ways of achieving the objective.

® To take a perhaps over-simplistic example let us assume that your
objective is to get from your home in London to a meeting in
Brussels.
O There are obviously a number of alternative strategies for achiev-
ing this objective:
® You could drive from London to Dover; you could then pick up
the ferry or rail tunnel from Dover to Calais and drive through
France to Belgium to Brussels.
® You could take the Dover to Calais or Ostend ferries and drive
down from there.
® You might decide to get on a train at London, travel through
the Channel Tunnel rail link direct to Brussels.



- Theusinessstrategy [N

You might decide to fly so you travel from London through to
Heathrow; Heathrow to Zaventem and from there to Brussels
centre which may involve the use of trains or taxis.

Centre to centre helicopters may be an option for the
select few.

® Whichever route you choose your preferred strategy will probably be

based on other aspects such as the time available, the relative desire

for other stops en route, the convenience and timing of the schedules

and so on.

O Your objective is clear (to arrive in an agreed place at an agreed
time for a meeting), but there appear to be strategic options:

Action
Work on your own agreed business objective and draw out all the pos-
sibilities before you start to decide:

‘By air’ —

0 isinsufficient given that neither airport is in the right place

‘By Sea” -

o is insufficient for similar reasons

‘By rail, sea and air’ -

o includes at least one mode that in unnecessary

‘By train and taxi’ —

o could be both necessary and sufficient if the timetables suit
meeting times

‘By train and taxi, on way to my holiday” —

o could be necessary and sufficient —

o and different if this is how you wish to stand out

‘By personal jet and chauffeur” —

0 is also necessary and sufficient and different and gets you
remembered another way

‘By Ryanair from London to Brussels/Charleroi’ (not knowing

that it is 60 km from Brussels) —

0 is also necessary and sufficient and different and gets you
remembered another way!

What are you trying to achieve?

What steps are ‘necessary’?

What steps are ‘sufficient’?

What steps are ‘different’” and would support your unique market
position?

What steps are ‘really ordinary’ and would threaten your unique
market position n if you employed them?
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@ Which step combinations are, at the same time necessary, sufficient and
different?

® Have you allowed for changes in market conditions?
0  What would happen to your plans if some basic assumptions
changed?
O Have you built in flexibly?

| Question 21

. What are the options

for sustainable
competitive
advantage?

We have all heard of the term Sustainable Competitive Advantage,
although few have ploughed through the economics texts that describe
it in technical detail. The concept of sustainable competitive advantage
is not a new idea. It can be found in the early origins of economics, basic
marketing — and in everyday common sense.

The ‘headlines” are:

® If an organisation is able to do something better (customer percep-
tion) than its competitors it will make better profits.

@ If an organisation is only as good as everybody else it will only make
standard profits.

@ If an organisation is worse than its competitors at what it does it will
make inferior profits.

Nothing too controversial there.

The aim of competitive strategy is to find ways of avoiding competition and
making superior profits. So, the search must be for ways of achieving some
form of advantage over our competitors which will enable us to make better
than average profits. Also, the advantage itself must be sustainable over the
long term to generate reasonable and consistent profit flows.

® Identifying (and then selecting the most appropriate) competitive
advantage is not as easy as it would appear to be at first glance.



® In the marketing texts of the 1960s and 1970s we would read a lot
about the same thing but then it was called a USP (unique selling
proposition); although at the time the concept was applied mainly to
product features rather than organisations.

® Many textbooks still attempt to reproduce lists of areas of sustainable
advantage that the organisation might wish to consider; these used to
cover SWOT, industry analysis, structure, environment and all sorts.

® Over the years though, the lengths of the lists have all shortened.
o0 With the widespread application of knowledge and technology,
there are few areas that can now offer any long-term advantage.

® Having said this, a short-term advantage may still be worth having —
but it will have to be replaced eventually.
O  When we look at today’s competitive markets it becomes obvious
that genuine long-term sustainability is rare.

® The debate was moved into a new area by Hamel and Prahalad who
coined the term Core competencies (which are those capabilities that
are critical to an organisation achieving competitive advantage), but
we will look closer at this idea in Chapter 10.

However, to start the ball rolling, we can turn again to Porter, who sug-
gests there are three generic strategic alternatives open to the organisation.
There is, in fact, a fourth, which, although it is not to be recommended,
does appear to be very popular with too many organisations. According to
Porter, the organisation which decides and then consistently follows one of
these three prime strategic strategies successfully, will achieve good profits
and above average returns on its investment.

B Porter’s generic strategies

Stuck in
the middle

Cost leadership Differentiation

Source: Porter (1983)

- ———————
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Porter describes three generic strategies:
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® Differentiation

O

The organisation will be operating throughout the complete mar-
ket rather than addressing one or two specific segments of the
marketplace.

The organisation will probably be marketing a fairly wide range of

products and/or services.

The company and its products will have to be differentiated in

some way from the competitive offerings.

The product or service must in some way be ‘unique’ in the cus-

tomers’ perception.

Differentiation is really all about creating brand identity and loyalty.

m  The power of a well-known brand helps avoid price competi-
tion and offers scope for relatively higher margins

To be a practical strategy, the difference between the organisa-

tion’s product or service and the competitors” offers must be sus-

tainable and believable over the longer term.

Any given marketplace will only be able to support as many clearly

differentiated positions as the target customers deem credible.

m  The number is difficult to predict and will depend, among
other things, on the sophistication of the market and how much
investment has been made by the main players in explaining
the different positions.

Buyers, both industrial and consumer, are ‘free spirits” (like cats)

and perceptions of what constitutes a credible and differenti-

ated position will differ from person to person and change over
time.

®  You must carefully monitor the situation and adjust your mar-
ket position over time if it is to endure.

Costs (investment) for the differentiating organisation are likely

to be higher because of the costs of developing and maintaining a

‘unique’ market position.

Much of the cost will be associated with promotion and market-

ing support although products and services may require add-

itional investment too.

The potential rewards from a differentiated strategy are signifi-

cant but it is not a route to be recommended for those organisa-

tions driven only by short-term considerations.

Over time, costs will have to be kept close to the industry average —

differentiation can’t be used to disguise inefficiency.

® Cost leadership

O

O

The organisation will do everything in its power to drive its cost

base down to the point at which it is able to produce products or

services at a lower cost than any of its competitors.

Cost leadership is an absolute term.

m By driving to be the lowest cost provider it means that there
can only be one in any market.



This means that, in a price war, the lowest cost provider will be
the last organisation making (any) profits.
Lowest cost does not have to mean lowest price.
m There is nothing to stop the lowest cost provider marketing at
a price that is similar (or even above) its competitors.
To achieve overall cost leadership the organisation must dedicate
itself to leading edge (for the market) cost reduction activities.
The cost leadership position can be investment intensive, espe-
cially in information and production technology — it costs money
to drive costs down
There are potential dangers in this approach:
m Cost inflation can erode the advantage over time.
m Technology doesn’t progress smoothly but advances by (leap-
frog) jumps.
o You could be displaced.
m Internal focus might be the biggest single danger in the cost
leadership strategy.
o Low cost cannot be achieved at the cost of customer
benefits.

Focus

O

The organisation concentrates its effort, not across the entire mar-

ket as in the case of the differentiation and cost leadership, but on

one or more specific segments of the marketplace.

The organisation will need to develop a credible position in

the marketplace because customers will have to see even more

uniqueness from the focused organisation.

Customers must understand the reason for its specialisation in a

segment.

A focus strategy can be a powerful way of building barriers to com-

petition in a small (but profitable) part of the total marketplace.

A true niche player will be exploiting a segment that is too small

for the larger companies to attack.

Success will come from the organisation’s ability to tune its efforts

to its particular customers’ needs.

The organisation will be more precise than the differentiated

organisation since it has fewer customers in its target market.

The organisation can defy comparison with competitors and

should not be forced to operate on prices that are determined by

others.

The organisation will dedicate itself to the needs and wants of the

specific target customer base — to the exclusion of non-targeted

segments.

The product/service range will probably be quite narrow (range),

butalso deeper (specialisation), to offer greater choice to a restricted

part of the marketplace.

Finally, the risks:

m A structural shift in the marketplace could cause the mass
emigration of customers to new markets.
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How do we define the segment into which we are going to
focus our attention in the first place? (see Chapter 7).

As we grow the segment (and the revenues/profits that flow
from it) it might become vulnerable to attack from the larger
organisations.

As the segment grows we could become prey to even more
focused organisations who stake a claim to one particular part
of our target segment.

With success can come greed and the need to grow takes the
focused organisation into areas that reduce its (perceived) spe-
cialised position.

® Stuck in the middle
O This approach was not explained by Porter
o Itis too popular in too many organisations
o It is the result of not following through on any one of the three
strategies described above.
O The organisation achieves its stuck-in-the-middle position by:

Being reasonably successful for a number of years and not rec-
ognising any need to develop a clear and distinct long-term
strategy.

Apathy reigns, competition increases and revenues and prof-
its start to decline.

When things get uncomfortable, someone says ‘“We should
concentrate on what we are good at, let’s drive for a specialist
position and let’s hike the prices’.

o The focus strategy is on the agenda

The organisation pursues this for almost a year without see-
ing any significant return on the bottom line.

Somebody (else) says, ‘What we ought to do is to spend some
money on advertising. Broaden the scope, let’s get some more
people involved in this marketplace and let’s get out and push
the name, push the products and widen the appeal’.

o The differentiation strategy is on the agenda

Almost a year later sales have increased somewhat but profits
are largely unchanged.

Then somebody (else) says ‘It’s all become a bit slack around
here, what we ought to do is to start planning some cuts to
control the costs and improve the profits’.

o The low cost strategy is in the agenda.

After almost a year the superficial economies are all used up
and cost cutting, to be taken any further, will start to eat into the
core of the business.

Somebody (else) then says ‘What we should do is focus a bit
more on what we do really well and dump all this additional
activity, it does nothing but confuse everybody’.

o The “focus’ strategy is on the agenda again



m This ‘fictitious” organisation is one that is completely domin-
ated by short-term considerations and lacks/sees no value in
a long-term strategic view.

m The problem is not that it does not try various strategic
approaches but rather that it perseveres with none of them.

m [t is stuck in the middle of the process: never managing to
break out of what is a vicious circle leading ultimately only to
its own demise.

o Being ‘stuck in the middle” means that there is no clear dif-
ferentiation between the players.

o Where there is no differentiation, price competition
follows.

Action
Your biggest problem will be avoiding the stuck-in-the-middle approach,
because:

There is safety in numbers.

Too many organisations are trying doggedly to maintain the ‘all-
things-to-all-men” approach to the marketplace.

They find it difficult to compete against clearly and credibly pos-
itioned competition.

They find it difficult to maintain a customer and market orientation
because the nature of the customers that they think they are serving
changes on too regular a basis.

As the profit situation steadily deteriorates over time they inevi-
tably become prey to shorter and shorter time constraints and end
up driven by either short-term sales cultures or short-term finance
requirements.

They are, at least, doing something — everybody knows they are paid
to do, not just to think!

The only solution for your organisation if it is in this situation is to:

Attract or develop a particularly strong management team capable of
forcing the organisation through the pain barrier.

You must assess the market opportunities and drive for one or other
of the strategic routes.

Undertaking a rational analysis of the marketplace and the opportun-
ities and threats that confront the organisation must be followed by a
decision on the best strategic route for the future.

MARGIN NOTES




® A relentless drive for that position is the only thing that will break the
vicious circle.

Question 22

What do we believe is
the most appropriate

sustainable competitive
advantage we should

— be seeking? — Our

competitive strategy
MARGIN NOTES J“}

Much of the different work on Porter’s original ideas has little or no
application value to the practicing manager but there are points of
light out there, specifically some work by Treacy and Wiersema (‘The
Disciplines of the Market Leaders’, Harper Collins 1997) which has been
built on by Peter Doyle (‘Value-based Marketing: Marketing Strategies for
Corporate Growth and Shareholder Value’, John Wiley 2000) and these add
some useful ideas for us that want to apply them.

Treacy and Wiersema looked at the Porter’s generic strategies model and
came up with some nice, simple ideas. They looked at the problem and
concluded that:
| ® Strategy is about resource allocation.

o In other words, it is about how you decide to spend/invest your
| money, which is always limited.

® You can decide to spend it on:
O Being the same as everybody else (Porter’s idea of ‘stuck-in-the-

middle”)
O Being different from the competition (a very good idea)

® If you have decided that you (really) want to be different, you can
decide to invest you money on one of:
O Product Leadership (producing better or the best product)



O Management Efficiency (being the most efficient operator)
0 Customer Intimacy (getting closer or closest to your customers)

Working on the options above, Treacy and Wiersema then looked at the
idea of ‘excellence’ in relation to spending/investing the money and sug-
gest that, from a customer perspective, only ‘Excellent’ and ‘Adequate’
really exist - How true!

Excellent
Average
Adequate (i.e. the
threshold standard)

Source: Adapted from Treacy and Wiersema (1997)

In other words:

® Customers notice;
o If an offering is ‘excellent’ because it stands out from the compet-
ing offerings.

® Customers notice;

o If an offering falls below what is the minimum acceptable stand-
ard (the threshold standard) because it falls below what the
customer expects it to do (benefits) for them, it is not ‘fit for
purpose’.

® Customers don’t notice;
O If the offering falls anywhere between these two points, it is just
another (undifferentiated) player in the competitive melee.

® ‘Average’is not a customer concept;
o Itis produced by the industry and is the ‘industry standard” pro-
duced through inward looking benchmarking activities.
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Excellence - in product leadership
1 Product leadership

Management
efficiency

Source: Adapted from Treacy and Wiersema (1997)

This is perhaps easier to see if we overlay the three ways of spending/
investing money in the organisation:

Being average is not strategy

Product leadership

___— Excellent
Average

Adequate (e the
threshold standard)

Customer
intimacy

Management
efficiency

Treacy and Wiersema suggest that most organisations prefer to work,
invest and spend to be ‘Average’ on all three dimensions, fearing that
to fall below the industry standard on any single dimension would be to
make the organisation vulnerable.

This is of course internally focused nonsense. Customers are the key to
our business survival and growth and what they say should always take
precedence. Money (and other resources) are always limited and need to
be spent carefully, wisely and with a view to creating a customer-based
sustainable competitive advantage.

Excellence - in customer intimacy
Product leadership

Excellent Excellent
Average Average
Adequate (i.e. Adequate (i.e.
the threshold the threshold
standard) standard)

Excellent
Average
Adequate (i.e.
the threshold
standard)

Management Customer

Management Customer in: Cus
efficiency intimacy

efficiency intimacy

Source: Adapted from Treacy and Wiersema (1997) Source: Adapted from Treacy and Wiersema (1997)

As shown in the above figures the idea is to spend/invest enough to cre-
ate a competitive advantage by being ‘excellent” in one of the three key
internal areas, either:

® By creating the best product/service:
0 Means producing what the customers sees as the best product
or service (it meets their needs best) and then making sure that



the back up service and support is ‘good enough” not to be an
issue.

® By being the most efficient organisation:
O Means being the best at systems, distribution and processes,
while making sure that the product/service is OK, and that you
are close enough to customers to meet their needs

® By being closest to the customer (intimacy):

O Means knowing the customer better than anybody else and deliver-
ing solutions that customers really value.

o All the time ensuring that you don’t let anybody down and the
product/service works and the service/distribution and manage-
ment processes all work too.

O In the B2B situation, this alternative is more popular than many
organisations would be prepared to admit — in the world of pro-
fessional direct sales forces, relationships, repeat business and
profits are less due to ‘excellent products’ than excellent relation-
ships between individuals.

They suggest you do this (resources always being limited) by diverting
resource away from those two areas that you have decided not to com-
pete in. Diverting the resources will make you fall below the industry
defined ‘Average’ but customers won’t notice this — as long as you ensure
that you don’t fall below the ‘Adequate” level.

Action
Treacy and Wiersema conclude that, to win in bland, commodity-driven
markets, you must:

® Dick a market to dominate:
0 Do NOT dabble or aggregate markets.
o0 Not always popular with sales teams who think that every sale is
a good sale and don’t understand the value of specialisation.

® Decide a single factor for competition:
© Do NOT try to be good at everything.
O Again, unpopular.
O Remember that to get something, you will have to give some-
thing up.

® Focus resources to that end:
© Do NOT allow history and politics to direct resources.
O Business is about where you decide to invest resources for tomor-
row’s returns.
O Yesterday is another world.
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All in all, excellent advice — but you might have a few problems.

Practical strategy is the name of the game — and I do it for a living. All
the logic of the Treacy and Wiersema approach is so sensible, obvious
and unavoidable — which means that;

® Itwon’'tbe argued against in any sensible strategy meeting or process —
which also means that

® It probably won't be followed.

No matter the agreement in the groups or the consensus on the awayday,
when managers get back to real jobs they will consider it just so much
group hysteria. They just won’t reduce expenditure back to threshold
levels. Somehow it will seem just too difficult and they will feel an all-
encompassing need to protect their organisation from such dangerous
madness. How could anyone allow their business to be exposed in such
a way? What would happen if the competition found out?

Believe me, this will definitely be a step too far. And of course, if your
managers don’t reduce their expenditure in the areas where you (all)
have decided you won't seek excellence, then:

® You will not have the resources available to invest in becoming excel-
lent in the area you have chosen.

@ You will not be excellent or even different.
O You will be exactly the same as your competitors, ‘average’.

® You will not find additional resources for the ‘madness’.
O So the organisation will have to fight the same old fires with the
same (reducing) resources.

® You will only have price to compete on, because you will be ‘ordinary’.

o If you aren’t the lowest cost producer — but how could you be

without the resources to invest in driving down costs — you will
eventually lose the price war.

® You will remember that Paul Fifield said that strategy was fun, he
didn’t say it was easy.

The area of sustainable competitive advantage is critical for the overall
long-run success of your organisation/company. It's important because
it gives you the opportunity of imposing your will on the marketplace,
of choosing how you are going to compete — and on what grounds.

If your organisation can get its sustainable competitive advantage right
then you will be taking control of your own destiny. You won't be forced



just to react to competition. You won’t always be on the defensive react-
ing to what other organisations are doing.

B The strategic questions (19-22)

Here are the next 4 questions for you — they get more difficult, we are
starting to move into some decision-making.

Every time we make a decision we also close some opportunities
down — that’s difficult. Make sure that when you put the v in the ‘Not
important” column, it is not just another way of describing what one of
my clients used to call the "too hard basket’.

“ Strategic question Our strategic answer

The business strategy

19 What is our business/ Must have
corporate objective?

Nice to have

Not important

20 What is our business/ Must have
corporate strategy?

Nice to have

Not important

21 What are the options Must have
for sust.::n_nable Nice to have
competitive
advantage? Not important
22 | What do we believe is Must have
the rr_mst appropriate Nice to have
sustainable
competitive Not important

advantage we should
be seeking? — Our
competitive strategy




CHAPTER 4

The marketing
objectives




‘In order to change the world, you have to get your head
together first’

Jimi Hendrix (1942-1970),

American guitarist, singer and songwriter

Setting marketing (or market) objectives is never an easy business. But it
is more important that most organisations ever imagine. Why?

There is a big difference between corporate or business objectives and
marketing objectives.

Corporate/business objectives are defined as ‘the goal or the aim to
which all the resources of the organisation are directed.”

Marketing objectives do not focus on the overall ‘goal or aim” for the

organisation

O Marketing objectives must focus on: “Taking the business/corpo-
rate objective and translating it into terms that can be actioned by
the organisation.’

Normally this means translating the business/corporate objective into
terms of products/services and markets (the product/market match).

In this review of your marketing objectives we will look at:
O The planning period
m  What is a reasonable time scale for your market objective(s)?
O  What makes a good market objective?
m There is a wide choice — what works — and what doesn’t?
0 Using market objectives
m  What do you do with them once you have got them?

The planning period depends on your organisation.

o Typically I would always suggest a planning period of 3-5 years
for business/corporate objectives and 18-24 months for market-
ing /market objectives.

O You cannot make them longer if you are in a slower changing
business with longer lead times.

O You can make them shorter if you are really in a fast changing
business — but not just because you think you are in a fast-moving
business.

Before you work on quarterly targets for everything (yes, such non-
sense does exist) ask yourself whether customers’ needs and wants
really change that fast.

MARGIN NOTES
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Some fashion markets (such as toy crazes among primary (elemen-
tary) school children and fashion accessories in secondary (high)
schools) really do come and go that fast but mainly organisations
confuse customer needs (what they want) with technology
advances (what we can do).

The two are not the same.

[ Question 23

| What are the
marketing

® objective(s)?

Note: these will become the KPLs of our organisation

You really are spoiled for choice. Here is a list of some of the ones that I
tend to use, but the list is not exhaustive and others (if they are customer
driven) may be added.

® The marketing objectives need to be chosen carefully.

O

There is no hard-and-fast rule but I tend to work on selecting

between four (better) and six (maximum) objectives, which, taken

together, will create behaviours in the organisation that we believe will

achieve the business/corporate objective.

It is not a question of any individual marketing objectives; it is a

question of the combined effect of all the objectives selected.

For example, selecting apparently conflicting objectives such as:

m  Market/segment position

m  Product development

m Profitability and

m Innovation

... will promote a marketing plan (and KPIs, see below) that drive

the organisation towards:

m  Abranded position

m In selected market segments

m That require innovative solutions

m But that also improve profitability and avoids buying market
share.

® With apparently ‘conflicting’ objectives, such as these you can point
implementers towards the right, selected market opportunities (that
will achieve the organisation’s unique business objective) rather than
just any objective like ‘grow’.



O In the example above, the implementers will be targeted (and
probably bonused) in a way that forces them to think carefully
about the business they should be seeking.

O Aslong as rewards are only linked to achieving all objectives, not
on an objective-by-objective basis, you should be successful.

® The two rules are:
O First, start with the business objective and strategy
o Second, decide what combination of market objectives will
achieve it.

Some components for your own original combination might include:

® What ‘position” do you want/need to own?
O Market/segment position:
m s there a particular market or market segment where we need
to achieve a particular (unique) market position?
Which market or segment?
What is the required brand/position?
What are the intended brand-building activities?
How will this help achieve the business/corporate objective?
0 Do you need to position yourself within a particular segment?
m  Market/segment share:
o Is there a particular market or segment where we need to
support our presence?
o Which market or segment?
o What are the ‘growth’ objectives?
o What are the ‘maintenance’ objectives?

® Are there some segments where we need to stop investing and start
extracting profits?
O Market/segment harvesting:
m Is there a particular market or segment where we need to limit
our support activities and withdraw cash?
m  Which market or segment?
m  What are the ‘harvesting’ objectives?
m  What are the timescales?

® Are there some segments you must be a part of, or even dominate?
O Market/segment entering:
m [s there a particular market or segment that we need to enter?
m  Which market or segment?
m  What are the objectives?
m  What are the timescales?

® Are there some segments you should get out of?
O Market/segment exiting:
m s there a particular market or segment that we need to exit?
m  Which market or segment(s)?

- ———————
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m  What are the likely effects on existing customers?
m  What are the exiting objectives and timescales?

@ [s there a (or more) segment that you need to penetrate? The time for
playmg has passed ..
Market/segment penetratlon
m Is there a particular market or segment where we need to
increase our presence?
Which market or segment?
Why?
What are the penetration objectives?
What are the timescales?

® Maybe there is a segment (or two) that we need to take control of,
and develop from the front? Sometimes leaving things to the market
just is not enough ...
O Market/segment development:
O Is there a particular market or segment where we need to develop

ahead of normal market growth rates?

O Which market or segment?
O What are the development objectives and timescales?

® New product development (NPD) cannot be ignored. What new

products and services do you have to develop? Sometimes you can-

not leave everything to others.

o0 Product development:

O Are there particular products and/or services that need to be
developed?

0  Why? — What are the identified areas of customer need that these
are to be based on? (not on simple technological advancement)

O Are (if so which?) product/service development objectives sup-
porting moves to modify the product/service portfolio to better
meet customer needs or reposition the organisation of brand?

® Not an easy option, but if there is nothing else, maybe it is time to
look at new products/services in new markets! Make sure all your
other options are exhausted first.
o Diversification:
O Is there a need to diversify (product/services and markets or seg-
ments) that we are not in?
Product or market diversification?
Which product/service areas are diversification prospects?
Which markets or segments are diversification prospects?
Note that this is not a low-risk objective

O O O O

® Lots of people think it is all about growing, not everybody though.
If you are in the ‘we-must-grow’” groups you absolutely must think
through what type of growth you want to invest in.



o Growth (after Doyle):
m Do we need to set market objectives for growth?
m Ifso:
o Specify clearly growth terms for the objective
o Specify also the type of Growth that you are setting as the
objective, as explained by Doyle:
- Radical (example; by acquisition)
- Rational (example; new technology)
— Robust (example; slow and steady)

® Innovation — a good thing, but often misunderstood. You should
always be on the lookout for new ways of improving customer
satisfaction, but not just new ways of doing things — even if it reduces
some small cost.
o0 Innovation:

m Are we sure that we mean new answers to existing problems
and not new problems?

m  Which customers? Some customers want innovation. Some
want new and better without knowing that things are
changing.

m Are we positioning innovation carefully and linking this
objective with others that will reduce the most dangerous
effects of undirected innovation drives?

® Another good thing, but not always recognised by customers. Be care-
ful that you don’t end up ‘trading off” productivity benefits against
customer costs.
0 Productivity:

m  Use this as another balancing objective. Productivity is typi-
cally an internal, efficiency issue but it can be important. More
productive competition can still be beaten if our offer is more
‘effective’ but the difference cannot be too great.

m  Choose this objective to blend with and balance other, more
customer-focused objectives.

® Revenue is vanity, but important nevertheless.
O Sales revenue:

B As a market objective, sales revenue needs to be chosen with
care.

m Sales revenue should only be combined with customer-driven
objectives.

m Revenue objectives are particularly useful during the rapid
growth stage of development when, combined with market/
segment share; it can form a good basis for successful transi-
tion into the maturity stage.

® Profit is sanity, so don’t incentivise revenue without a profit
override

m MARGIN NOTES
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O Profitability and/or margins:
m If sales revenue (turnover) is ‘vanity’; then profitability is
‘sanity.
m  Profitability is a requirement for survival and growth.
m  Use as a specific market objective if you need to enforce pre-
mium prices on an organisation that may be used to seeking
volume (the ‘mass market’) at any price.

® And, cash is still king.
o Cash flow:

m Cash flow is still the biggest reason for company failure —
not a particularly customer-focused item but an impor-
tant one.

m A difficult objective to have on its own but very important
if combined with strong, customer-focused objectives when
it can help the organisation to identify market opportunities
that are also good for cash flow.

® Some bubbles burst, others become mainstream. While it is happen-
ing it is all real, and customers want more and more.
O Public responsibility:

m At the moment a lot of organisations are focusing on their
‘corporate and social responsibilities” (CSR). Whether this is a
long term activity or the latest in a long line of management
‘fads’ will be revealed in time.

m Other issues may include sustainability/environmental/
carbon issues.

m  Nevertheless there may be specific objectives to be applied
here that relate to governmental tax/incentives issues.

m  These should not be confused with market objectives con-
cerned with your brand (see Market/segment position above)
which are about your organisation’s ‘uniqueness” and you
may have decided to differentiate by public/environmental
issues.

® You may have very specific objectives that refer to your organisation
of industry
O Other measures:
m  These objectives may be specific to your particular business or
industry, or even to your unique market position.
m  Before you dive for this option though, ensure that you are not just
taking the easy option.

There is absolutely no point in deciding on your marketing objectives
unless you use them — what the world does not need is more pointless
bureaucratic rituals.



( Question 24

| How do | develop
the KPIs from the
marketing
objectives?

Apart from using market objectives to drive the marketing strategy and
plans (more of that later) there are two other key areas where your hard
work will be rewarded:

® Resource allocation:

O

O

Resources are finite, every company has the same problem; this is

how competitive organisations work.

In my experience, this is not really a problem; the real issue is nor-

mally not insufficient resource, but resource misallocation.

Resources are often allocated to what was important yesterday,

not today and certainly not tomorrow.

m Managers tend to be much quicker at asking for money to
develop new products/services or new markets, but slower
at cutting off support from products/services or markets that
are in decline.

You can use the marketing objectives to rectify the position. I use

the time-honoured (but still effective) traffic light method.

Your marketing objectives should allow you to agree:

m [RED Activities]

o What activities and projects must stop now because they
do not support the objectives.

m [AMBER Activities]

o What activities should be put on hold pending more infor-
mation that will decide whether they support the objec-
tives or not.

m [GREEN Activities]

m  What activities and projects must be supported/accelerated
now, because they support the objectives

You will be surprised how much this exercise can focus internal attention
on agreeing what the right market objectives should be. What might have
appeared to some to be an academic exercise suddenly has the potential
to reduce the size and importance of internal empires. If you are kind,

- ———————
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O
O

O

O
O

O

What activities will we STOP
doing?
(Cash saved?)

What activities will we PUT ON
HOLD?

(Cash neutral?)

What activities will we DO MORE
OF?

(Cash invested?)

you might even warn people that the selection of particular objectives
has certain effects. You will gain their attention — and their involvement.

@ Organisational behaviour (market focus):

If you are to achieve the business objective, the marketing objec-
tives must be achieved.

The only way to guarantee this outcome is to ensure that the market
objectives become the organisation’s Key Performance Indicators (KPIs).
Most organisations have KPIs and many managers wonder where
these KPIs come from. A very good question that you should ask
people.

@ This is the way it is meant to work, if your organisation is to remain
focused on its customers:

Customers provide all the money:.

Customers will continue to pay the organisation money as long as

it delivers what they want and value.

Customers’ needs, wants and values change over time.

Everyone in the organisation needs to work together to satisfy the

customer, everything else is an additional overhead/burden on

those working for the customer.

Marketing should be the coordinating function that focuses the

resources and effort of the organisation on the one thing that will

ensure survival and growth — the customer.

m  Marketing services departments are not the same thing.

Market objectives are derived from a detailed assessment of the

market/customer opportunities and threats and encapsulate the

very best chance the organisation has of commercial success.

The market is highly competitive and everyone is fighting for the

customers” attention and business.

m  To be successful, our organisation has to focus all its resources
and efforts (as single-mindedly as possible) on achieving the



market/customer objectives (and so achieving the business

objective).

Marketing objectives become ‘KPI’s

O We do this by using the (agreed) market objectives as the KPIs for J
the whole organisation.

_ - _

Marketing
objectives

Key
performance
indicator

Detail

Marketing objectives become KPI’s an example

==
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Marketing
objectives

Key performance indicator

Detail

Market/segment
position

* Awareness and preference
measures
* Brand value movement

Preference changes by segment to
appraisals

Create brand equity monitoring tool

Profitability

* Percentage margin (gross) to x%

* Profitability growth by y%

* Returns of faulty product to z%

* Analysis of products/sectors/
markets over whole life cycle

Product
development

* Consumer needs (research?) driven
* Product life cycle analysis

Innovation

* At least one on-objective new idea
implemented per year giving
£1million incremental revenue

* Non product (service-based)
innovation

Focus NPD and bonus to revenue

Bind NPD and Market research
activities
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You take the four/five (or if you insist, a maximum of six) market

objectives and turn these into KPIs.

0 Choose more than this and you end up with an organisation run
by targets, without any understanding of the reasons behind the
targets.

This process should not involve changing the nature or content of the
marketing objectives, just modifying the odd word so that it can eas-
ily be used and communicated internally.

The KPIs can then be broken down into more detailed sub-objectives

for transfer internally.

O But they must retain the customer focus from the market objec-
tives that generated them.

The more people understand that they work and thrive only at the
pleasure of customers, the better the organisation will function.

In a detailed process, the KPIs would eventually translate into per-
sonal objectives and form the main part of appraisal systems.

But don’t expect to achieve this without a fight.

B The strategic questions (23-24)

Here are the next two questions for you. More decisions I'm afraid, but
this time not just difficult, absolutely critical. If you get this stage right,
you don’t just get good marketing objectives, you start to do the REAL
marketing job, you start to get the whole of the rest of the organisation
focused on the customer.

Take your time. Each marketing objective must do two things for you:

It must focus the marketing and the entire ‘executive” arm of the busi-
ness on doing the ‘right things.’

It must be capable of being translated into KPIs that make sense to
people in disciplines outside marketing.

I am always tempted at this point to remove the ‘Nice to have” and the
‘Not important” from the v boxes. Nothing (so far) has been this impor-
tant, at least in creating a customer-led organisation. But, we all have to
allow for some self-determination, and I suppose ‘death wish’ too ...



“ Strategic question Our strategic answer

The marketing

objectives
23 | What are the 1
marketing Must have
objective(s)? (Note:
these will become 2
the KPIs of our Nice to have
organisation)
3
4
Not important
5
24 | How do | develop Must have
the KPIs from the Nice to have

marketing objectives?

Not important
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PART I1

Developing
the marketing
strategy
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‘Never let an inventor run a company. You can never get him to
stop tinkering and bring something to market.’

E F Schumacher (1911-1977),
British statistician and economist and
Chief Economic Aduvisor to the

UK National Coal Board

You will probably have noticed that this section (and most of this book)
is wrapped around a ‘model” or ‘concept’ called SCORPIO. On the one
hand, it makes this book unique in that, so far, there is no accepted model
or concept that explains exactly what marketing strategy is all about — or
even what is included in marketing strategy, and what is in either busi-
ness/corporate strategy or marketing tactics.

I Question 25
]

What is marketing

e strategy?

In the introduction, we learned that ‘Marketing strategy is the process
by which the organisation aligns itself with the market it has decided to
serve’. There we also learned a lot about what it is and what it does.

In this way marketing strategy translates the business objective and strat-
egy into market terms and marketing activity.

In practical terms, your marketing strategy is the process by which you
engage with everyone in the organisation and you focus their activities
and outputs on your target customers’ current and likely future needs
and wants.

Just so that you know that the SCORPIO idea did not arise out of thin air —
or even academic research, let me take you through the process of
discovery that I went through.

@ [ have been working in the area of marketing and marketing strategy
for many years now, sometimes teaching, sometimes (as little as pos-
sible) setting and marking examinations — but mostly working with



organisations and helping them develop their customer and market-

based strategies for future growth and prosperity.

O The most recent 20 or so large organisations I worked with since I
wrote the 2nd edition of ‘Marketing Strategy” have been the main
catalyst for the SCORPIO idea/concept/model/acronym.

B The idea comes out of developing real strategies for real com-
panies — and we know it works!

First — who is getting all the airtime?

O There are two main prima donnas out there,
B Business/Corporate Strategy and
B Marketing Tactics.

Business/Corporate Strategy has been an important topic for years

since the great military strategists (probably starting with Sun Tzu in

500BC) who captured the public and business imagination after the

Second World War.

O The pace picked up then with many important writers and really
took off when Harvard’s Michael Porter started to write books in
the early 1980s.

Marketing, as it is normally understood, really got going in the 1960s
after the publication of Theodore Levitt’s important article ‘Marketing
Myopia’ (Harvard Business Review August 1960).

O Although there has been much ‘too-ing and fro-ing’ about the
numbers of Ps in the true marketing mix and whether ‘relation-
ship marketing” is different from ‘emarketing’, and whether
anybody cares, all the writing has been about the day-to-day
activities that constitute marketing activity.

O Now we see such an obsession with one of the Ps — Promotion
(marketing communications) — that not much else gets a mention.

Strategy and marketing

V

Business strategy

|

Marketing or market planning

Product/service Promotion

L ——
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@ For the hard-pressed practitioner, there is, at best, an uncomfortable
handshake between these two bodies of knowledge.
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My concern has always been, not what they cover but what seems

to be missing from either area.

To take just one example, where is the brand covered in either of

these two specialisms?

m If we look at the marketing tactics first we will expect to find
the brand somewhere but no (it does not begin with P so it
is at a disadvantage straight away) it just does not seem to
figure in the list.

Strategy and marketing

Business strategy

.

Marketing or market planning

® If you look carefully at the books you will find elements of brand
tucked away under:

O
O

O
O

The product heading

You'll find some elements under pricing in the sort of vague hope
that brand might generate a premium pricing

You will find something in the area of distribution and, of course
You will find elements of brand under anything to do with
promotion — but, of course, everything seems to have been ham-
mered into the promotion element at some point by somebody.

® Looking for some guidance on branding issues in the business/
corporate strategy area is just as challenging.

O

O

Does brand appear as a primary method of differentiation in
Porter’s generic strategies? — No.

Is it picked up under the financials as probably the most success-
ful method of acquiring wealth? — No.



~ Developing the Marketing Strategy |

® The best you can say about brand is that you might (if you are very
lucky, and very, very good) be able to re-assemble all the various, dis-
membered components of brand to create something useful for your

own marketing strategy.

O The problem with this situation is that marketing plans and strat-
egies just are not put together with this level of rigour.
O Secondly, elements such as brand are just too important to be

dealt with at the individual component level.

O The brand, and other elements (as we shall see soon) need to
be analysed, assessed, presented and developed as a whole
rather than as a component tucked away/lost in four or five
different elements of the marketing mix and the corporate

strategy process.

® Once you get to the point of realising that there is something impor-
tant missing in the books and articles, it is a relatively easy step to

identify exactly what is missing.

O  All the elements of what has to be marketing strategy are missing.

Strategy and marketing

Business strategy

Marketing
strategy

.

Marketing or market planning

Product/service Price Place Promotion

Strategy and marketing

Business strategy

SCORPIO

v

Marketing or market planning

Product/service Price Place Promotion

I have spent much of the past 10 years trying to put these different ele-
ments into a simple structure and in some easy-to-deal-with format that
would serve me (and my clients) as a day-to-day guide for assessing and

developing real-life marketing strategy.
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( Question 26

| What are the steps
involved in
developing
marketing strategy?

The rest of this book is dedicated to taking you through the elements of
marketing strategy so that you can manage them for yourself, as a very
brief overview the SCORPIO components are:

® Segmentation and Targeting:

O

This is one of the critical areas of modern marketing, which is
just missed completely in the skirmishing between the corporate
strategy specialists, large organisational marketers and business
school academics.

In today’s complex and rapidly changing markets it has to be evident
that the ‘mass market’ is an idea whose day has (definitely) gone.

If the mass market is dead then the segment must be the key to
success.

® The Customer:

(©)

(©)

(©)

Imagine this, the customer does not formally appear anywhere in

‘takeaway’ marketing theory.

The business/corporate strategy people all (sort of) imply a cus-

tomer focused organisation rather than a product or produc-

tion focused one but then never go far enough down the line to
explain exactly what this means.

The fabled ‘marketing mix’, on the other hand, merrily proceeds

to identify four or seven interacting elements of things that we

should be doing to the customer.

® But who is the customer?

B Where do we find any worthwhile discussion about who the
customer is, what the customer wants, what the customer
needs or how we should be anticipating these needs for prod-
ucts and /or service development?

B This is simply nonsense — customers are much too important
to deal with in component parts.

® Organisation — Processes and Culture:

O

Don’t say this has no place in market or corporate strategy dis-
cussion but belongs with the HR people, this is exactly my point.



O

Even if we are faced with a superb business/corporate strat-
egy, brilliantly executed marketing tactics and an ingenious and
customer focused market strategy between the two, nothing
will ever happen unless the people in the organisation want to
do it.

This has to be part of the job, abdicate it and you can kiss good-
bye to the idea of satisfied customers.

® Retention (Customer):

O

Fredrick Reichheld’s book (“The Loyalty Effect: The Hidden Force
Behind Growth, Profits, and Lasting Value’, Reichheld & Teal,
Harvard Business School Press; 2001) demonstrated that it is far
more profitable to retain an existing customer than go to all the
expense of acquiring a new one.

But little has really changed in most organisations — why?
Because retention is a strategic issue rather than tactical one and it
needs to be developed and structured into the very psyche of the
organisation if it is to succeed.

® Positioning and Branding:

O

We have already spoken about branding and how it is one of the
most important missing links between corporate strategy and
marketing tactics.

But, to this needs to be added the concept of positioning which is
simply far too important to be left to the promotional element of
the marketing mix.

® Industry or Market?:

O

©)
©)

This issue picks up the whole (and unpopular) question of what
business (Industry) your organisation acts as if it is in.

And what business (Markets) your organisation ought to be in.
The question was first posed by Levitt in ‘Marketing Myopia’ in
1960.

The answer, and the ensuing debate, is critical if you are to be suc-
cessful in breaking out of the product/production obsession that
kills most organisations.

Despite being more than 40 years old, the answer (and the debate)
is nowhere to be found in either business/corporate strategy or
marketing tactics.

e Offerings:

O

Not to be confused with the product under the Ps, the ‘offering’
forms the link between the discussion at corporate level about
differentiation and value chains — and the debate at marketing
tactics level about products and services.

Ultimately the organisation will be as successful as its offering is
perceived by its target market — no less, no more.

MARGIN NOTES
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In diagrammatic form, we have:

SCORPIO — Marketing strategy

Business strategy

|ndustry or
market

Organlsatlon Retentlon
— processes and 'f ﬁ strategles
culture

Segmentatlon \ POSItlonlng
and targeting @ and branding

Before we look at these seven SCORPIO elements of marketing strategy,
there are seven (just coincidence — really!) rules to the marketing strategy
game.

@ All of the seven elements are interrelated:
O That is to say that you cannot make decisions or progress in one
of the seven element areas without affecting decisions in the
other. Therefore,

® You will need to work on all of the seven elements at the same time:
O Rather than work on one element and attempt to complete it
before starting on the others.

® Not all of the seven elements will carry equal importance:
O At least for your business.
O The nature, structure, size and competitive situation of the organ-
isation will determine which of the elements have most impor-
tance at any point in time. However,

® None of the elements can be omitted from the strategy:
O Every time I work with SCORPIO I find that the balance between
the elements is different.
O  On the two occasions when I thought I had found a situation
where one or more of the elements was not relevant, I actually
found that I had missed something important in the analysis.



® There is no pre-ordained order to the process:

O Itend to use the sequence that I have used in this book, starting
with Industry and Market and finishing with Offerings, but you
need not necessarily follow this process order.

O Feel empowered to move as you find most comfortable.

® The process is ‘iterative”:

O You will need to move from one section of the diagram to
another as you build (or even craft) a market strategy that makes
sense.

O Asyou grow your understanding of one area, you will inevitably
affect decisions made in another.

® The process grows and develops over time:
O Like the famous marketing mix.
O Don’t expect to arrive at a ‘SCORPIO Moment” where everything
falls into place and the ‘answer’ is revealed.
O The right answer (if such a thing exists) depends on the market
and there, we know, rules change daily.

Apart from these rules, there are no rules ...

Question 27

What does

marketing strategy
mean for my
organisation?

Given that customers needs and wants change over time, it does
not really matter whether you call it marketing strategy or something
different, unless your organisation has a process that enables it to (re)align
its activities to meet customers’ current and likely future needs and
wants — it will be left behind by the competition.

When you look at it so simply, marketing strategy really is the difference
between continued success and failure. For most organisations however,
it is about wasting valuable resources by making products and services
that don’t exactly meet customers’ needs — but meet what we think our
customers should need ...

|
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Question 28

? Should | prepare my

organisation for
@® marketing strategy?

Yes.

The marketing strategy process is not another once-every-year-ritual; it
is a continual process of learning how to closer to customers who keep
changing their minds through an impossible-to-predict process.

Almost regardless of what the strategy turns out to be, there will almost
certainly be some change about. And people don’t much like change. If
they are not to resist the change, they need to be prepared and know
what the change is likely to be, and the reasons for it.

More of this in Chapter 10.

{ Question 29

Why do | involve in

the marketing
strategy process?

Everyone.

I am always asked if I am serious about that answer. And I always am.
If there is anybody in the organisation who thinks that the customers’
needs and wants have nothing to do with them, why are they there? If
they are on the payroll, the customers are paying their wages.

If not everyone realises that the customer is paying their wages, that is
another matter entirely. But we still need to involve them in the process,
or outsource them.



More of this in Chapter 10 as well.

Finally, SCORPIO also evolves over time:

If there are any changes to the SCORPIO model you will find
these on

® www.elsevier.com
o www.fifield.co.uk/scorpio

I
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CHAPTER 5

Industry or
Market?
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‘Boxing is just show business with blood”

Frank Bruno (1961),
British former heavyweight champion boxer

We begin our journey to create the most competitive marketing strategy
that your business/organisation has ever implemented; we start with
what might be the most difficult question of them all. What business are
you in?

Organisation \ | Retention

—processes j7—— N\ strategies
74

.,

L

Segmentatio \V_* Positionin_g
and targeting @ and branding

The whole question of what business you are in — and what business you
ought to be in or want to be in has been a great debate since Theodore
Levitt first raised the issue in his seminal article ‘Marketing Myopia’

Traditionally there are two ways in which ‘your business” might be
described and defined by the organisation:

® The products and services sold, the technology that it will use to pro-
duce products and services or the industry the organisation is in.

® The customer needs that the organisation will satisfy.
Just to be difficult (and not take a consumer product like shampoo or

soup) let’s take a medium-sized organisation operating internationally,
which makes fire hose. This company could define the business that it is



- ndusuyor