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Welcome from the Authors!

A recent survey of the market for marketers revealed an incredible variety of new job titles including brand
ambassador, digital marketing manager, content strategist, event coordinator, marketing analytics manager, and
social media manager. These new titles reflect the exciting changes occurring in the marketplace and the integral
role marketing professionals will play in businesses, nonprofit organizations, government agencies, and all parts

of our economic and social environment. We are excited to have the opportunity to participate in your students’
journey in marketing, and we hope that this product will help them discover their personal goals related to a career
of compassion and purpose in marketing or any of the fields it will influence!

The changes in the marketplace are the result of new technologies, new consumer interests, new social trends,

and the COVID 19 pandemic. For example, artificial intelligence, consumer preference for environmentally friendly
products, the growing movement toward a gender-neutral society, and the shift to online buying during the pandemic
have dramatic implications for the future practice of marketing. To help you see the links with marketing actions we
have included many current, interesting, and relevant examples such as Elon Musk’s mission to Mars and Neuralink
businesses, Bombas’ efforts to help solve a social problem with its new business model, IBM’s “Let’s Put Smart To
Work” strategy, and Toyota’s hydrogen fuel-cell vehicle, the Mirai. In addition, we have integrated many of the most
popular marketing tools to measure marketing performance, including net promoter ratings, customer lifetime value,
and customer engagement measures for social media.

The dynamic nature of the marketing discipline necessitates equally dynamic learning resources. As a result, we have
focused our time and energy on ensuring that our product provides the most insightful and comprehensive coverage
of the marketplace today. The dramatic changes in student learning styles—from traditional observational styles to
contemporary collaborative styles—are also reflected in our efforts as we have included many features to match these
interests. Our approach to presenting the complexities of marketing and facilitating the changes in learning is based
on three important dimensions:

- Engagement. As professors we have benefited from interactions with many exceptional students, managers,
and instructors. Their insights have contributed to our approach to teaching and, subsequently, to our efforts as
authors. One of the essential elements of our approach is a commitment to active learning through engaging,
integrated, and timely materials. In-class activities, an interactive blog, marketing plan exercises, and in-text
links to online ads and web pages are just a few examples of the components of our engagement model.

- Leadership. Our approach is also based on a commitment to taking a leadership role in the development
and presentation of new ideas, principles, theories, and practices in marketing. This is more important now
than ever before, as the pace of change in our discipline accelerates and influences almost every aspect of
traditional marketing. We are certain that exposure to leading-edge material related to topics such as social
media, data analytics, and marketing metrics can help students become leaders in their jobs and careers.

- Innovation. New educational technologies and innovative teaching tools have magnified the engagement and
leadership aspects of our approach. Connect and SmartBook 2.0, for example, provide a digital and interactive
platform that embraces the “anytime and anywhere” style of today’s students. In addition, we have provided
new videos and increased the visual impact of the text and PowerPoint materials to facilitate multimedia
approaches to learning.

Through the previous 8 U.S. editions—and 20 international editions in 12 languages—we have been gratified by
the enthusiastic and valuable feedback we have received from students and instructors. We are very excited to
have this opportunity to share our passion for this exciting discipline with you today. Welcome to the 9th edition

of Marketing: The Core!
Roger A. Kerin Steven W. Hartley

Southern Methodist University University of Denver
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Chapter 1: New Bombas chapter opener and video
case, hew showstopper analysis, and new material
on “shared” value and Patagonia. Chapter 1 now
begins with a discussion of Bombas and its founders
David Heath and Randy Goldberg. The company’s
social mission to give away millions of socks to
homeless shelters and its buy-one-give-one model are
presented. Discussion of Elon Musk’s new businesses
such as the mission to Mars, Neuralink, and The
Boring Company have been added to the Marketing
and Your Career section. New-product examples

such as smart glasses, stevia-sweetened soft drinks,
and snack subscription services have been added to
the discussion of potential “showstoppers” for new-
product launches. New discussion of Facebook’s
efforts to reduce fake news, the concept of “shared”
value, and Patagonia’s Worn Wear initiative have also
been added. The chapter ends with a new video case
about Bombas and its marketing program.

Chapter 2: Updated chapter opening example,
addition of a new example of social entrepreneurship,
an updated application of business portfolio analysis,
new extended coverage of the Organizational
Foundation section, and a new section Pulling

It All Together. The Chapter 2 opening example

has been updated to discuss Ben & Jerry’s familiar
motto “Peace, Love, and Ice Cream.” In addition, the
elimination of single-use plastic and the addition

of nondairy flavors made with almond milk have

been added to the discussion of creative marketing
strategies used by the company. The addition of
FreeWill to Forbes’s annual list of 30 Under 30: Social
Entrepreneurs is discussed in the Making Responsible
Decisions box. The discussion of organizational
foundation now includes a definition of organizational
purpose and describes the organizational purpose of
Facebook and Apple by their CEOs. The discussion

of business definitions and business models now
describes how Uber has added Uber Jump to its
portfolio of offerings. The application of the Boston
Consulting Group business portfolio model to Apple’s
product line has been updated to include changes
related to the Apple Card, the iPhone, and the iPad/
iPad mini tablet devices. Extended coverage of
consumer value propositions includes criteria for

their selection and a description of IKEA's consumer

New and Revised Content

value proposition, which is central to it becoming the
world’s largest retailer. A new section, Pulling It All
Together, summarizes the strategic marketing process
and provides Figure 2-11 to illustrate specific actions in
each phase of the process.

Chapter 3: Update of Facebook’s response to the
changing marketing environment, update of new
trends in marketing, and updated discussion of
gender-neutral marketing actions. The chapter
opening example is updated to reflect the dramatic
environmental changes Facebook is facing. The
discussion of new trends, such as the growing
popularity of personalized marketing, and the new
emphasis on the reuse rather than disposal of
products and resources, has been expanded. An
update of Generation Z value formation has been
added to the discussion of generational cohorts. In
addition, the examples of gender neutral marketing
actions have been updated. A discussion of new
trends in technology, such as the growth of facial
recognition technology, blockchain, artificial
intelligence, and wearable technology, has also
been added.

Chapter 4: Updated consumer lifestyle discussion, a
new Applying Marketing Metrics box featuring Net
Promoter Scores™, and an expanded description of
situational effects on buyer behavior. The section
describing consumer lifestyle and the VALS framework
has been expanded to reflect the latest research

and marketing practices. The growing emphasis on
consumer advocacy is highlighted with a new Applying
Marketing Metrics box describing the calculation,
application, interpretation, and display of Net Promoter
Scores in a consumer advocacy context. The discussion
of situation effects on the purchase process has been
expanded to highlight impulse buying online and
during natural disasters such the COVID 19 pandemic.

Chapter 5: Updated examples of IBM and Boeing
procurement and a new reverse auction example.
The descriptions of organizational buying at IBM
and Boeing have been updated. A description of
Nike’s use of bids from advertising agencies for the
company’s multimillion-dollar media program has
been added to the reverse auction discussion.

Learn more or contact your local McGraw-Hill Representative
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New and Revised Content

Chapter 6: Inclusion of a new video case featuring
the recent brand building program by Mary Kay,
Inc. in China. Updated discussion of global trade,
including the passage of the United States—Mexico—
Canada Agreement (USMCA) and Great Britain’s
exit from the European Union. The discussion on
global trade has been updated to feature recent
developments pertaining to economic protectionism,
economic nationalism, and trade wars between
nations. Their effect on world trade is described.
The passage of the USMCA, which renegotiated

the North American Free Trade Agreement (NAFTA),
and Great Britain’s formal exit from the European
Union are highlighted in this regard. The end-of-
chapter Mary Kay, Inc. case focuses on the launch
of the Pink Young brand in China.

Chapter 7: Updated chapter opening example, an
update of Nielsen television program rankings, and
an updated example of forecasting sales for a new
running shoe. The chapter opening example has
been updated to reflect the use of marketing research
in Hollywood, and its potential influence on movies
such as Avengers: Endgame and Atomic Blonde. The
discussion of national TV ratings data collected by
Nielsen, as an example of a mechanical method of
data collection, has been updated. In addition, the
discussion of direct forecasting has been updated to
include the New Balance Zante Pursuit as an example.

Chapter 8: Update of Zappos’s use of segmentation
and its training center, new examples, new section
on customer lifetime value, and a new Applying
Marketing Metrics box. The chapter opening example
has been updated to describe how Zappos uses
behavioral segmentation, and how the company
training center, Zappos Insights, allows other
companies to learn the techniques. The When and
How to Segment Markets section offers an updated
discussion of Ford’s shift in strategy to reduce its
product line by focusing on pickups, SUVs, and electric
cars. The discussion of mass customization now
includes the Nike By You service as an example. In
addition, a new section titled The Financial Relevance
of Customer Patronage: Customer Lifetime Value

has been added. Also, a new Applying Marketing
Metrics box has been added featuring the calculation,

application, and interpretation of the lifetime value of
a McDonald’s, Burger King, and Wendy’s customer
using actual company data.

Chapter 9: New example of open innovation, a new
section on new-product performance, and a new
marketing metric—the New Product Vitality Index.
The discussion on open innovation now includes
Pepsi’s entrepreneurial group, called “The Hive,”
which is contrasted with Apple’s Industrial Design
Group. A new section titled Tracking New-Product
Performance has been added. In addition, the New
Product Vitality Index, used by many large companies,
is described, calculated, interpreted, and displayed in
a new Applying Marketing Metrics box. Updates on
Flamin’ Hot Cheetos, the Google Glass Enterprise 2,
and new-product successes at General Mills have
also been added to the discussion.

Chapter 10: Description of the latest brand
extensions for Gatorade, an expanded example of
the adoption cycle for all-electric-powered cars,

and new material on brand purpose in brand equity
development. The Chapter 10 discussion of Gatorade
in the chapter opener now highlights Gatorade Bolt24,
a 24-hour hydration beverage, and Gatorade Bolt24
Energize, the first caffeinated beverage to also deliver
hydration. An expanded discussion of the adoption
cycle for all-electric vehicles is included to explain

the slow adoption of these cars in the U.S. The latest
thinking on the role of brand purpose in brand equity
development is introduced and illustrated by Nike
and Patagonia.

Chapter 11: Updated example of final price
calculation, updated odd-even pricing example,
updated Applying Marketing Metrics box, and a

new example of price setting to achieve a market
share objective. The example of the calculation of

a final price for a Bugatti Chiron, with a Mini-Cooper
trade-in, has been updated. The updated odd-even
pricing example now includes Lowe’s offer of a DeWalt
radial saw. The Applying Marketing Metrics box about
above-, at-, or below-market pricing in the energy drink
market has been updated. An example of the use of
price by P&G and Kimberly-Clark to achieve a market
share objective has been added.
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Chapter 12: New emphasis on digital marketing
channels, new section on direct to consumer
marketing and the role of BOPUS and BORIS
multichannel marketing practices, new Starbucks
example of a strategic channel alliance, and an
explanation of the “bullwhip effect” that caused
product shortages during the COVID-19 pandemic
in the U.S. A new section highlights the popularity

of direct to consumer marketing and the application
of BOPUS (buy online and pick up at a store) and
BORIS (buy online and return a purchase in store) that
leverage the value-adding capabilities of retail stores
in implementing multichannel practices. Starbucks’s
use of PepsiCo’s distribution network has been
added as an example of a strategic channel alliance.
In addition, the concept of the “bullwhip effect” is
introduced to illustrate the miscalculation of product
demand and supply during the COVID-19 pandemic.

Chapter 13: New chapter opening example about
Generation Z shopping in malls, update of the top
franchises, new discussion about Amazon Go stores,
and a new retail positioning matrix example. Chapter
13 opens with a description of the surprising shopping
preferences of Generation Z. They are combining
traditional and contemporary approaches by using
technology at the mall! The Contractual Systems
section has been updated to include new information
about the top five franchises. The Self-Service retailing
section now includes a description of Amazon’s
cashierless convenience stores, called Amazon Go.
New topics such as geofencing, mobile app product
scanning, personalized advertising, and online retailers
with catalogs and storefronts are also discussed. In
addition, Ulta Beauty has been added as a new example
in the discussion of the retail positioning matrix.

Chapter 14: New video case featuring Poshmark,
updated terminology describing the digital
environment, new example of choiceboard
technology, and a new definition and keyword

on marketing attribution. Terminology has been
updated to include digital natives and the digitally
enabled environment. A new example of Indochino’s
use of technology to allow customers to design their
own products has been added to the Choiceboards
section. A new keyword, marketing attribution, has

been added to the Monitor and Measure Multichannel
Marketing Performance section. The new Poshmark
end-of-chapter case focuses on the growing popularity
of the resale clothing market and social commerce.

Chapter 15: Updated chapter opening example, new
advertisements, updated Marketing Matters box,
new example of an IMC program for a movie, new
discussion of the Media Agency of the Year, and
addition of opt-in approaches to direct marketing
discussion. The chapter opening example has been
completely updated to reflect Taco Bell’s recent IMC
activities. The company’s Taco ReBELLion campaign,
Taco Tuesday, Party Packs, Grubhub delivery service,
the special Taco Bell edition of Xbox One, the

Taco Bell Hotel and Resort, and Taco Hacks are all
discussed. New advertisements include examples from
The North Face, Oculus, Pepsi/Cheetos, and Otezla.
The Marketing Matters box has been updated to
describe marketing activities directed at the 20 million
college students in the United States, including while
they are on spring break! The IMC program used to
promote the movie Star Wars: The Rise of Skywalker
has been added to the Scheduling the Promotion
section. The work of Ad Age’s Media Agency of the
Year, Assembily, is discussed. In addition, the Direct
Marketing section has been updated to include the
new emphasis on “opt-in” approaches.

Chapter 16: New Fallon Worldwide video case,

new chapter opening example about advertising to
“over-the-top” media users, new advertisements,
new discussion of Ad Age’s Agency of the Year,

and updated examples of sales promotions. The
consumer shift from viewing video programming
through a cable or satellite connection to an Internet
or “over-the-top” (OTT) connection is discussed in the
chapter opening example. Examples of customized
and addressable OTT campaigns include Cadillac

and Toyota. New advertising examples from Volvo,
Flowers Victoria, Orville Redenbacher, Milk Life,

Under Armour, Jeep, Louis Vuitton, Nike, and Bumble
have been added. The Identifying the Target Audience
section now includes the Under Armour “Project Rock”
campaign as an example, and the Message Content
section includes a discussion of the increasing use of
gender-neutral advertising by firms such as CoverGirl,

Learn more or contact your local McGraw-Hill Representative s
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New and Revised Content

Zara, Guess, Mattel, and Louis Vuitton. The chapter
also includes new discussion of Ad Age’s Agency of
the Year—Wieden+Kennedy. In addition, new sales
promotion examples such as the Pringles Mystery
Flavor Contest, Starbucks’s loyalty program, and
Apple product placements in movies are discussed.
The chapter ends with a new video case titled Fallon
Worldwide: Creating a Competitive Advantage with
Creativity, which describes the agency’s approach to
developing advertising such as the Arby’s “We Have
the Meats” campaign.

Chapter 17: Updated chapter opening example
about connected cars, new section on the growth
of influencer marketing, new section on the
emergence of social commerce and social shopping,
expanded prominent social media section, new
material about misinformation prevention and
privacy at Facebook, and new Applying Marketing
Metrics box on measuring customer engagement
on social media platforms. Chapter 17 has been
significantly revised. The chapter opening example
has been updated to reflect the growth of connected
cars, smart transportation, and intelligent mobility.
In addition, a new section titled Social Media and
Influencer Marketing addresses the role and growth
of social media influencers such as Kendall Jenner,
who has more than 110 million Instagram followers.
Another new section titled Social Media and Social
Shopping introduces social shopping as a key term
and describes how individuals are influenced by
their peers’ purchases and recommendations. The
section A Look at Six Prominent Social Media has
been expanded to include Instagram and Pinterest.
New discussions about Facebook’s Click-Gap

metric, designed to prevent misinformation and fake
news, and its new privacy protections related to

the use of personal data, have been added to the
section Mobile Marketing at Facebook. The revised
section titled Social Media Marketing Programs and
Customer Engagement introduces new key terms
and definitions for social media marketing programs,
customer engagement and measurement, and social
media content. The section now includes an Applying
Marketing Metrics box to illustrate the calculation and
comparison of customer engagement rates across
different social media.

Chapter 18: New Cascade Maverik video case,
updated prospecting discussion that now includes
social selling, and the highlighted growth of
salesforce automation due to remote selling

during the COVID-19 pandemic. The Prospecting
section now includes social selling as part of the
discussion about identifying leads and prospects.
New and updated examples include college textbook
publishers’ use of a geographic sales organization, and
reliance on salesforce automation for remote selling
during the COVID-19 pandemic. The chapter ends with
a new video case titled Cascade Maverik: Creating an
Amazing Success Story with Exceptional Salespeople,
which describes the sales management process

and the personal selling process used by the firm

to be “the fastest supplier of high-performance
lacrosse gear.”
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Engagement is key to your students’ success, both in
marketing and beyond:

>

>

>

8

In-Class Activities illustrate course concepts by engaging students in discussions with surveys, online
resources, out-of-class assignments, and personal observations. Examples of individual and team
activities include Designing a Candy Bar, Marketing Yourself, Pepsi vs. Coke Taste Test, and What
Makes a Memorable TV Commercial? These author-created resources are available to adopters
Kerin/Hartley via our password-protected instructor resources link.

Interactive Author Blog www.kerinmarketing.com provides recent articles, group activities, engaging
videos, and questions to help keep class discussions current. Sign up to receive updates directly in
your inbox!

Building Your Marketing Plan guides and Marketing Plan Prep exercises in Connect
help students interact with businesses and build a focused marketing plan. Employers suggest that a
well written plan in a student’s portfolio can be an asset in today’s increasingly competitive job market.

Learn more or contact your local McGraw-Hill Representative
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The success of 8 previous U.S. editions and 20 international editions
in 12 languages continue to demonstrate our commitment to leading
the field:

>>

>>

>

>

Leadership

Chapter 17: Using Social Media and Mobile Marketing to
Connect with Consumers. This dedicated chapter covers the
building blocks of social media and mobile marketing through
thorough, relevant content and examples. Discussion surrounds
major platforms and how managers and companies use—and

measure— for marketing purposes.

Applying Marketing Metrics features help students learn,
practice, and apply marketing metrics, including but not limited
to Category Development Index (CDI), Brand Development
Index (BDI), Price Premium, Sales per Square Foot, Same-Store

Sales Growth, Promotion-to-Sales Ratio, and Cost per

Thousand (CPM) Impressions.
You can also assign auto-graded,
marketing analytics exercises in
Connect.

Marketing Matters features give
students insight into the practical
world of marketing, highlighting
real-world, relevant examples of
customer value creation.

Market-Leading Supplements
include the largest test bank

on the market, a new Marketing
Video Library, new Marketing
Application-Based Activities, Mini
Simulations and more!

B Create

Add, remove, and organize content to fit your course goals with McGraw-Hill’'s Create custom system. Log in
to your instructor account at create.mheducation.com, or contact your local McGraw-Hill representative for
more information.

Rigorous Framework
A pedagogy based on the
use of l=arring chjectives,
learning reviews, learming

objectives reviews, and

supportive student
supplements.

Traditional and
Contemporary Coverage
Comprehensive and
integrated coverage of
traditional and contemperany
marketing concepts.

MARKETING
THE CORE

High-Engagement Style
Easy-to-read, high-
invelement, interactive
writing style that engages
students through active
learning techniques.

Marketing
The Core 9e

Pedagogical
Approach

Integrated Technology
The use of powerful
technical resources and
learning scluticns, such as
Connect, LearnSmart,
SmarBoock, the Kerin &
Hartley Blog
ey kerinmarketing.com),

and in-text video links.

Personalized Marketing
A vivid and accurate
description of businesses,
marketing professionsls, and

entreprensurs—through cases,

exercises, and testimaonials—
that allows students to
personalize marketing and
identify possible carser
interests,

Marketing Decision
Making
The use of extended
examples, cases, and videos
inveling pecple making
marketing decisicns.

Learn more or contact your local McGraw-Hill Representative 9
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Instructors: Student Success Starts with You

Tools to enhance your unique voice 6 50/
Want to build your own course? No problem. Prefer to use our turnkey, O

prebuilt course? Easy. Want to make changes throughout the semester? Less Time

Sure. And you’ll save time with Connect’s auto-grading too.

Laptop: McGraw-Hill; Woman/dog: George Doyle/Getty Images

Affordable solutions,
added value :

Make technology work for you with

LMS integration for single sign-on access,
mobile access to the digital textbook,

and reports to quickly show you how
each of your students is doing. And with
our Inclusive Access program you can
provide all these tools at a discount to
your students. Ask your McGraw-Hill
representative for more information.

Padlock: Jobalou/Getty Images
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Grading

Study made personal

Incorporate adaptive study resources like

SmartBook® 2.0 into your course and help your
students be better prepared in less time. Learn

more about the powerful personalized learning
experience available in SmartBook 2.0 at
www.mheducation.com/highered/connect/smartbook

Solutions for %
your challenges

A product isn’t a solution. Real
solutions are affordable, reliable,
and come with training and
ongoing support when you need

it and how you want it. Visit www.
supportateverystep.com for videos
and resources both you and your
students can use throughout the
semester.

Checkmark: Jobalou/Getty Images
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Students: Get Learning that Fits You

Effective tools for efficient studying

Connect is designed to make you more productive with simple, flexible, intuitive tools that maximize
your study time and meet your individual learning needs. Get learning that works for you with Connect.

Study anytime, anywhere “I really liked this
Download the free ReadAnywhere app and access your app—it made it easy
online eBook or SmartBook 2.0 assignments when it’s to study when you
convenient, even if you're offline. And since the app don't have your text-

automatically syncs with your eBook and SmartBook 2.0
assignments in Connect, all of your work is available
every time you open it. Find out more at
www.mheducation.com/readanywhere

book in front of you.”

- Jordan Cunningham,
Eastern Washington University

Everything you need in one place

Your Connect course has everything you need—whether reading on
your digital eBook or completing assignments for class, Connect makes

it easy to get your work done.

Calendar: owattaphotos/Getty Images

Learning for everyone

McGraw-Hill works directly with Accessibility Services
Departments and faculty to meet the learning needs
of all students. Please contact your Accessibility
Services Office and ask them to email
accessibility@mheducation.com, or visit
www.mheducation.com/about/accessibility

for more information.

op: Jenner Images/Getty Images, Left: Hero Images/Getty Images, Right: Hero Images/Getty Images
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Because learning changes everything.

Asset Alignment with

Bloom’s Taxonomy
Principles of Marketing

We Take Students Higher

As a learning science company, we create content that supports higher order thinking skills.
Within McGraw Hill Connect®, we tag content accordingly so you can filter your search, assign it, and receive
reporting on it. These content asset types can be associated with one or more levels of Bloom’s.

The chart below shows a few of the key assignable marketing assets with Connect aligned with Bloom’s
Taxonomy. Take your students higher by assigning a variety of applications, moving them from simple
memorization to concept application.

Video Cases/Case
Marketing Plan
Prep Exercises
Application-
Based Activities
Assignment Plus

Analyses
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SmartBook 2.0

Smartbook 2.0 personalizes learning to individual student needs; continually adapting to pinpoint knowledge
gaps and focus learning on concepts requiring additional study.

Click & Drag

These activities help make the connection between theory and application through matching, ranking, or
grouping activities.

iSeeit! Video Cases

Short, contemporary videos provide engaging, animated introductions to key course concepts. Available at the
topic level. Perfect for launching lectures and assigning as pre-or post-lecture.

Video Cases & Case Analyses Toolkits

Video cases and case analyses, many featuring real companies, are assignable with corresponding
comprehension questions that help students analyze and apply key marketing concepts.

Marketing Analytics

These auto-graded, marketing analytics activities challenge students to make decisions using metrics commonly
seen across marketing professions. The goal of these activities is to give students practice analyzing and using
marketing data to make decisions.

Markeing Plan Prep Exercises

These exercises use guided activities and examples to help students understand and differentiate the various
elements of a marketing plan.

Application-Based Activities

Highly interactive, application-based activities immerse students in real-world business environments.
Placed in the role of a marketing manager or business professional, students are challenged to make
data-informed decisions and apply multiple concepts while seeing the impact of their decisions immediately.

Writing Assignment Plus

Writing Assignment Plus delivers a learning experience that helps students improve their written communication
skills and conceptual understanding. Faculty can assign, monitor, grade, and provide feedback on writing
projects efficiently. Built-in grammar and writing review helps students improve writing quality while an originality
check helps students correct potential plagiarism before submission. End result? Improved workplace skills of
writing and critical thinking.
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Sample Chapter

STAY CURRENT

Access recent articles, discussion questions and updates on the regularly updated author blog!

Sign up

to receive updates directly in your inbox! kerinmarketing.com

Also be sure to subscribe to the Marketing Insights Podcast series for monthly, topics podcasts to
share with your students! Click here to subscribe
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hapter

Learning Objectives

After reading this chapter
you should be able to:

Developing
Successful
Organizational and
Marketing Strategies

LO 21

LO 2-2

LO 2-3

LO 24

LO 2-5

LO 2-6

LO 2-7

Describe three kinds
of organizations and
the three levels of
strategy in them.

Describe core values,
mission, organizational
culture, business, and
goals.

Explain why managers
use marketing
dashboards and
marketing metrics.
Discuss how an
organization assesses
where it is now and
where it seeks to be.

Explain the three
steps of the planning
phase of the strategic
marketing process.

Describe the four
components of the
implementation phase
of the strategic
marketing process.

Discuss how
managers identify
and act on deviations
from plans.

Peace, Love, and Ice Cream

Chances are this is a familiar motto to you. It is also the belief that guided longtime
friends Ben Cohen and Jerry Greenfield when they started their business, Ben &
Jerry’s ice cream shops!

Ben & Jerry’s started in 1978 when the two men moved to Vermont to open an
ice cream parlor in a renovated gas station. The venture was buoyed with enthusi-
asm, $12,000 in borrowed and saved money, and ideas from a $5 correspondence
course in ice cream making. Their first flavor? Vanilla—because it’s a universal best-
seller. Flavors such as Chunky Monkey, Cherry Garcia, Peanut Butter Cup, and
many others soon followed.

The ice cream flavors weren’t the only extraordinary thing about the company,
though. Cohen and Greenfield embraced a concept they called “linked prosperity”
which encouraged the success of all their constituents, including employees, suppli-
ers, farmers, customers, franchisees, and neighbors. They set out to achieve linked
prosperity with a three-part mission statement:

*  Product Mission: To make, distribute, and sell the finest quality all-natural ice cream.
e Economic Mission: To operate the company for sustainable financial growth.

e Social Mission: To operate the company in ways that make the world a
better place.

The mission statement guided the entrepreneurs’ decisions related to many as-
pects of the business, including purchasing practices, ingredient sourcing, manufac-
turing, and involvement in the community.'

Cohen and Greenfield’s mission-driven approach led them to successfully imple-
ment many highly creative organizational and marketing strategies. Some examples
include:

e Elimination of Single-Use Plastic. Ben & Jerry’s has announced that it will no
longer offer plastic straws and spoons. Jenna Evans, global sustainability man-
ager, explains that recycling isn’t enough, “we, and the rest of the world, need
to get out of single-use plastic.”

* Free Cone Day. One day each year Ben & Jerry’s gives away free servings of ice
cream to more than a million fans around the world. It’s one way the company
can give back to the communities it serves.

e Fairtrade Practices. Ben & Jerry’s believes that farmers who grow ingredients
for their ice cream products (such as cocoa, coffee, and vanilla) should
receive a fair price for their harvest. In return Fairtrade farmers agree to use
sustainable farming practices, implement fair working standards, and invest in
local communities.



VIDEO 2-1
Ben & Jerry’s
kerin.tv/cr9e/v2-1

Sl »irCitRRry .
Ben & Jerry’s has a long tradition
of doing social good in a fun way -
spreading ‘Peace, love and ice cream’.

Source: Ben & Jerry’s Homemade, Inc.

*  B-Corp Certification. Ben & Jerry’s was one of the first companies involved in the Benefit
Corporation movement, which has developed a rigorous set of principles and standards
on which to evaluate companies in terms of social and environmental performance,
accountability, and transparency.

As you can see, Ben & Jerry’s has a strong link between its mission and its strategies. CEO
Matthew McCarthy explains that the brand’s tradition is to promote sustainability and advocate
for social causes while promoting ice cream!?

Today, Ben & Jerry’s is owned by Unilever, which is the market leader in the global ice
cream industry—one that is expected to reach $74.9 billion by 2024. Ben & Jerry’s recently
added a line of nondairy flavors made with almond milk that are certified 100 percent vegan,
and it offered beer and ice cream flavor pairings in honor of St. Patrick’s Day. In addition, the
company supports a foundation that helps employees engage in philanthropy and activism.
While customers love Ben & Jerry’s flavors, many buy its products to support its social mis-
sion. As a testament to its success, Ben & Jerry’s has over 8.7 million fans on Facebook!?

This chapter describes how organizations set goals to provide an overall direction to their
organizational and marketing strategies. The marketing department of an organization con-
verts these strategies into plans that must be implemented and then evaluated so deviations
can be exploited or corrected based on the marketing environment.

TODAY’S ORGANIZATIONS

LO 21

Describe three kinds of
organizations and the
three levels of strategy
in them.

In studying today’s organizations, it is important to recognize (1) the kinds of organiza-
tions that exist, (2) what strategy is, and (3) how this strategy relates to the three levels
of structure found in many large organizations.

Kinds of Organizations

An organization is a legal entity that consists of people who share a common mission.
This motivates them to develop offerings (goods, services, or ideas) that create value for



Making Responsible Decisions

New Types of Organizations Help Entrepreneurs

Focus on Passion and Purpose

Filmmaker Pete Williams recently spent two years creating
a documentary called The New Breed to describe the
growing movement of people who are committed to using
business concepts to change the world for good. These
“social entrepreneurs” are using a variety of organiza-
tional models to address social needs about which they
are passionate. The enterprises are sometimes organized
as traditional for-profit companies with a for-purpose ori-
entation. They can also be benefit corporations, which are
for-profit organizations with legal requirements for social
and environmental impact assessment. Finally, social en-
trepreneurs often create enterprises that are organized as
nonprofit ventures. The issues they are focusing on range
from health care delivery, to the cost of higher education,
to agricultural efficiency.

Each year Forbes magazine recognizes some of the
most innovative social ventures in its annual list of 30 Under
30: Social Entrepreneurs. For example, Jenny Xia and
Patrick Schmitt met in college, decided they wanted to
have a positive impact on the world, and founded FreeWill.
The social venture is an online service that makes estate
planning warm, accessible, and totally free so that users
can easily care for the people and causes they love. So,
has the idea been a success? To date, more than 32,000
people have used the FreeWill service to create a will, and
they have committed more than $373 million to charity!

Teach For America is another example of a creative so-
cial venture. Launched by college senior Wendy Kopp,
Teach For America is the national corps of outstanding re-
cent college graduates who commit to teach for two years
in urban and rural public schools and become lifelong lead-
ers in expanding educational opportunity. Each year more
than 10,000 corps members teach 750,000 students.

Nelelle|

Responsibility

-
4

Courtesy of STAY GOLD Studios

These examples illustrate how organizations are
changing to create value for a broad range of constituents
by addressing the needs and challenges of society.

_J

profit

The money left after a
for-profit organization
subtracts its total expenses
from its total revenues and
is the reward for the risk it
undertakes in marketing its
offerings.
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both the organization and its customers by satisfying their needs and wants.* Today’s
organizations are of three types: (1) for-profit organizations, (2) nonprofit organiza-
tions, and (3) government agencies.

A for-profit organization, often called a business firm, is a privately owned organiza-
tion such as Target, Nike, or Keurig that serves its customers to earn a profit so that it
can survive. Profit is the money left after a for-profit organization subtracts its total ex-
penses from its total revenues and is the reward for the risk it undertakes in marketing
its offerings.

In contrast, a nonprofit organization is a nongovernmental organization that serves its
customers but does not have profit as an organizational goal. Instead, its goals may be
operational efficiency or client satisfaction. Regardless, it also must receive sufficient
funds above its expenses to continue operations. Organizations like Teach For America,
described in the Making Responsible Decisions box, seek to solve the practical needs
of society and are often structured as nonprofit organizations.’ For simplicity in the rest
of the book, the terms firm, company, and organization are used interchangeably to
cover both for-profit and nonprofit organizations.



Keurig is an example of a for-
profit organization. Its K-Mini
Plus Single Serve Coffee
Maker is slim, fast, and also
travel mug friendly.
McGraw-Hill Education

strategy

An organization’s long-term
course of action designed to
deliver a unique customer
experience while achieving
its goals.

'FIGURE 2-1

The board of directors
oversees the three levels
of strategy in organizations:
corporate, strategic
business unit, and
functional.

Last, a government agency is a federal, state, county, or city unit that provides a spe-
cific service to its constituents. For example, the Census Bureau, a unit of the U.S. De-
partment of Commerce, is a federal government agency that provides population and
economic data.

Organizations that develop similar offerings create an industry, such as the computer
industry or the automobile industry.® As a result, organizations make strategic decisions
that reflect the dynamics of the industry to create a compelling and sustainable advan-
tage for their offerings relative to those of competitors and achieve a superior level of
performance.” Much of an organization’s marketing strategy is having a clear under-
standing of the industry within which it competes.

What Is Strategy?

An organization has limited human, financial, technological, and other resources avail-
able to produce and market its offerings—it can’t be all things to all people! Every orga-
nization must develop strategies to help focus and direct its efforts to accomplish its
goals. However, the definition of strategy has been the subject of debate among manage-
ment and marketing theorists. For our purpose, strategy is an organization’s long-term
course of action designed to deliver a unique customer experience while achieving its
goals.® All organizations set a strategic direction. And marketing helps both set this
direction and move the organization there.

The Structure of Today’s Organizations

Large organizations are extremely complex. They usually consist of three organizational
levels whose strategies are linked to marketing, as shown in Figure 2-1.

Corporate Level The corporate level is where top management directs overall strat-
egy for the entire organization. “Top management” usually means the board of directors
and senior management officers with a variety of skills and experiences that are invalu-
able in establishing the organization’s overall strategy.

The president or chief executive officer (CEQ) is the highest-ranking officer in
the organization and is usually a member of its board of directors. This person must

Board of directors

v

Corporate level

v

Strategic business unit level

Y

Functional level

Y

Information
technology

Finance
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Prada manages a portfolio

or group of businesses—
including clothing, perfume,
leather goods, and footwear—
each of which may be viewed
as a strategic business unit
(SBU).

Lintao Zhang/Getty Images
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possess leadership skills ranging from overseeing the organization’s daily operations to
spearheading strategy planning efforts that may determine its very survival.

In recent years, many large firms have changed the title of the head of marketing
from vice president of marketing to chief marketing officer (CMO). In fact, 70 percent
of Fortune 500 companies have a CMO. These CMOs have an important role in top
management and typically offer multi-industry backgrounds, cross-functional manage-
ment expertise, and insightful marketing intuition as qualifications. In addition, they
are increasingly called upon to bring “a strategic viewpoint, exceptional measurement
and analytical capabilities, financial management rigor, and operational savviness to
their role.”

Strategic Business Unit Level Some multimarket, multiproduct firms, such as
Prada and Johnson & Johnson, manage a portfolio or group of businesses. Each group
is a strategic business unit (SBU), which is a subsidiary, division, or unit of an organiza-
tion that markets a set of related offerings to a clearly defined target market. At the
strategic business unit level, managers set a more specific strategic direction for their
businesses to exploit value-creating opportunities. For less complex firms with a single
business focus, such as Ben & Jerry’s, the corporate and business unit levels may merge.

Functional Level Each strategic business unit has a firnctional level, where groups
of specialists actually create value for the organization. The term department generally
refers to these specialized functions such as marketing and finance (see Figure 2-1). At
the functional level, the organization’s strategic direction becomes its most specific and
focused. Just as there is a hierarchy of levels within an organization, there is a hierarchy
of strategic directions set by managers at each level.

A key role of the marketing department is to look outward by listening to customers,
developing offerings, implementing marketing program actions, and then evaluating
whether those actions are achieving the organization’s goals. When developing market-
ing programs for new or improved offerings, an organization’s senior management may
form cross-functional teams. These consist of a small number of people from different
departments who are mutually accountable to accomplish a task or a common set of
performance goals. Sometimes these teams will have representatives from outside the
organization, such as suppliers or customers, to assist them.



LEARNING REVIEW

2-1. What is the difference between a for-profit and a nonprofit organization?
2-2. What are examples of a functional level in an organization? J

STRATEGY IN VISIONARY ORGANIZATIONS

LO 2-2

Describe core values,
mission, organizational
culture, business, and
goals.

organizational purpose
Describes why an
organization exists, what
problems it wishes to solve,
and who it wants to be to
every person it touches
through its work.

‘FIGURE 2-2

Today'’s visionary
organizations use key
elements to (1) establish
a foundation and

(2) set a direction using
(3) strategies that enable
them to develop and
market their products
successfully.

Organizational
foundation (why)

eQOrganizational purpose
e Core values

® Mission (vision)

e Organizational culture

To be successful, today’s organizations must be forward-looking. They must anticipate
future events and then respond quickly and effectively to those events. In addition, they
must thrive in today’s uncertain, chaotic, rapidly changing environment. A visionary
organization must specify its foundation (why does it exist?), set a direction (what will
it do?), and formulate strategies (how will it do it?), as shown in Figure 2-2.10

Organizational Foundation: Why Does It Exist?

An organization’s foundation is its philosophical reason for being—why it exists. At
their most basic level organizations exist to create value for someone. Why does Micro-
soft exist? Simply put: “To empower every person and organization on the planet to
achieve more.”!! Successful visionary organizations use this foundation to guide and
inspire their employees through four elements: organizational purpose, core values, mis-
sion, and organizational culture.

Organizational Purpose Visionary organizations have a clear expression of their
purpose. Organizational purpose describes why an organization exists, what prob-
lems it wishes to solve, and who it wants to be to every person it touches through its
work. Consider the “top line” on organizational purpose expressed by the chief execu-
tive officers at Facebook and Apple, two visionary organizations. According to Face-
book’s Mark Zuckerberg:

The most important thing we at Facebook can do is to develop the social infrastructure to
give people the power to build a global community that works for all of us.!?

For Apple, Tim Cook says:

At Apple, we believe our technology should lift humanity and enrich people’s lives in all the
ways people want to experience it."?

Organizational purpose statements have been found to help organizations create
deeper connections with consumers and suppliers, do more for the communities with
which the organization works, attract and retain talent who ascribe to the purpose, and
in the process, achieve greater social impact and profitability. Organizational purpose
serves as the basis for an organization’s core values, mission, and culture.!*

Organizational Organizational
direction (what) strategies (how)

e Business ¢ By level ¢ By product

e Goals (objectives) o Corporate o Good
o Long-term o SBU o Service
o Short-term o Functional o |dea

%]
Q@
(@]
Q
2
@©
©
=
%2]
[@)]
=
=
Q
=<
©
=
©
c
@©
©
c
o
=
©
N
c
©
(@)
o
@)
>
2
[
1%
Q
Q
O
3
%]
(@]
=
o
o
]
>
[
[a)
~N
[a g
WA}
=
[al
<
T
@)



core values

The fundamental, passionate,
and enduring principles of an
organization that guide its
conduct over time.

mission

A statement of the
organization’s function in
society that often identifies
its customers, markets,
products, and technologies.
Often used interchangeably
with vision.

! VIDEO 2-2

Southwest Airlines
kerin.tv/cr9e/v2-2

organizational culture

The set of values, ideas,
attitudes, and norms of
behavior that is learned and
shared among the members
of an organization.

Heart sets us apart

“Heart sets us apart” ads emphasize how providing a warm, friendly
experience is part of Southwest Airlines’s organizational strategy.

Source: Southwest Airlines Co
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Core Values An organization’s core values are the fundamental, passionate, and
enduring principles that guide its conduct over time. A firm’s founders or senior man-
agement develop and nuture these core values, which are consistent with their essential
beliefs and character. They capture the firm’s heart and soul and serve to inspire and
motivate its stakeholders—employees, shareholders, board of directors, suppliers, dis-
tributors, creditors, unions, government, local communities, and customers. Core val-
ues also are timeless and guide the organization’s conduct. The seven core values
at IKEA, for example, are (1) humbleness and willpower, (2) leadership by example,
(3) daring to be different, (4) togetherness and enthusiasm, (5) cost-consciousness,
(6) constant desire for renewal, and (7) accept and delegate responsibility. To be effec-
tive, an organization’s core values must be communicated to and supported by its top
management and employees. '

Mission By understanding its purpose and core values, an organization can take
steps to define its mission, a statement of the organization’s function in society that
often identifies its customers, markets, products, and technologies. Often used inter-
changeably with vision, a mission statement should be clear, concise, meaningful, inspi-
rational, and long-term. '

Inspiration and focus appear in the mission statements of for-profit organizations, as
well as nonprofit organizations and government agencies. For example:

o Southwest Airlines: “Dedication to the highest quality of Customer Service deliv-
ered with a sense of warmth, friendliness, individual pride, and Company Spirit.”!’

e American Red Cross: “To prevent and alleviate human suffering in the face of emer-
gencies by mobilizing the power of volunteers and the generosity of donors.”!8

e Federal Trade Commission: “To prevent business practices that are anticompetitive
or deceptive or unfair to consumers; to enhance informed consumer choice and
public understanding of the competitive process; and to accomplish this without
unduly burdening legitimate business activity.”!

Each statement exhibits the qualities of a good mission and provides a compelling
picture of an envisioned future.

Recently, many organizations have added a social element to their mission state-
ments to reflect an ideal that is morally right and worthwhile. This is what Ben &
Jerry’s social mission statement shows in the chapter opener. Stakeholders, particularly
customers, employees, and now society, are asking organizations to serve two purposes—
to create financial value while also paying attention to social goals.?

Organizational Culture An organization
must connect with all of its stakeholders. Thus, an
important corporate-level marketing function is
communicating its core values and mission to them.
These activities send clear messages to employees
and other stakeholders about organizational
culture—the set of values, ideas, attitudes, and
norms of behavior that is learned and shared among
} the members of an organization.

Intrgedicing 4 wibrend keo@ rapined
by o o o Paople.

Organizational Direction: What
Will It Do?
As shown in Figure 2-2, the organization’s founda-

tion enables it to set a direction in terms of (1) the
“business” it is in and (2) its specific goals.



business

The clear, broad, underlying
industry or market sector of
an organization’s offering.

Why is the definition of Uber’s
business changing? See the
text for the answer.

Hatim Kaghat/AFP/Getty Images

l VIDEO 2-3

Uber Video
kerin.tv/cr9e/v2-3

goals

Statements of an
accomplishment of a task
to be achieved, often by a
specific time. Also called
objectives.

objectives

Statements of an
accomplishment of a task
to be achieved, often by a
specific time. Also called
goals.

market share

The ratio of sales revenue
of the firm to the total sales
revenue of all firms in the
industry, including the firm
itself.

Business A business describes the clear, broad, underlying industry or market sec-
tor of an organization’s offering. To help define its business, an organization looks at
the set of organizations that sell similar offerings—those that are in direct competition
with each other—such as “the ice cream business.” The organization can then begin to
answer the questions “What do we do?” or “What business are we in?”

Professor Theodore Leyvitt saw that 20th-century American railroads defined their busi-
ness too narrowly, proclaiming, “We are in the railroad business!” This myopic focus
caused them to lose sight of who their customers were and
what they needed. So railroads failed to develop strategies
to compete with airlines, barges, pipelines, and trucks. As
a result, many railroads merged or went bankrupt. Rail-
roads should have realized they were in “the transporta-
tion business.” Similarly, the publishing industry defined
its business as being the printer of newspapers and maga-
zines. The dramatic decline in demand for print publica-
tions, however, suggests that it should view itself as being
in the information and entertainment business.?!

With today’s increased global competition, many orga-
nizations are rethinking their business model, the strategies
an organization develops to provide value to the custom-
ers it serves. Technological innovation is often the trigger
for this business model change, particularly when it is
linked to consumer needs. Netflix, for example, changed its business model several
times, shifting its original DVD rental model to a video streaming model, and then to
an original content production model.?> Bookstore retailer Barnes & Noble, too, is re-
thinking its business model as e-book readers like Amazon’s Kindle and Apple’s iPad
have gained widespread popularity.??

Uber, known for its car transportation services, is continually redefining its busi-
ness. The company started as a limousine service called UberCab. Soon the business
was redefined as a ride-sharing service when it added UberX and UberPool apps
which allowed drivers to use their own cars. The definition expanded further, to trans-
portation, when UberRush was added to provide package delivery, Uber Eats was
added to provide food delivery from restaurants, and Uber Jump was added to offer
bicycles and scooters. Today, taking a lesson from Theodore Levitt, Uber sees itself
as much more than a cab service or ride-sharing service or delivery service. In
fact, Forbes magazine simply describes Uber’s business model as a “frictionless
middleman.”?*

Goals or Objectives Goals or objectives (terms used interchangeably in this
book) are statements of an accomplishment of a task to be achieved, often by a specific
time. Goals convert an organization’s mission and business into long- and short-term
performance targets. Business firms can pursue several different types of goals:

e Profit. Most firms seek to maximize profits—to get as high a financial return on
investment (ROI) as possible.

e Sales. If profits are acceptable, a firm may elect to maintain or increase its sales
(dollars or units) even though profits may not be maximized.

* Market share. Market share is the ratio of sales revenue of the firm to the total
sales revenue of all firms in the industry, including the firm itself.

* Quality. A firm may seek to offer a level of quality that meets or exceeds the cost
and performance expectations of its customers.

* Customer satisfaction. Customers are the reason the organization exists, so their
perceptions and actions are of vital importance. Satisfaction can be measured
with surveys or by the number of customer complaints.
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marketing plan

A road map for the marketing
actions of an organization

for a specified future time
period, such as one year or
five years.

LO 2-3

Explain why managers use
marketing dashboards
and marketing metrics.

marketing dashboard

The visual display of the
essential information related
to achieving a marketing
objective.
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e Employee welfare. A firm may recognize the critical importance of its employees
by stating its goal of providing them with good employment opportunities and
working conditions.

e Social responsibility. Firms may seek to balance the conflicting goals of stakehold-
ers to promote their overall welfare, even at the expense of profits.

Nonprofit organizations (such as museums and hospitals) also have goals, such as to
serve consumers as efficiently as possible. Similarly, government agencies set goals that
seek to serve the public good.

Organizational Strategies: How Will It Do It?

As shown in Figure 2-2, the organizational foundation sets the “why” of organizations
and the organizational direction sets the “what.” To convert these into actual results,
the organizational strategies are concerned with the “how.” These organizational strate-
gies vary in at least two ways, depending on (1) a strategy’s level in the organization and
(2) the offerings an organization provides to its customers.

Variation by Level Moving down the levels in an organization involves creating
increasingly specific, detailed strategies and plans. So, at the corporate level, top man-
agers create a portfolio of market-product businesses (SBUs) that is consistent with the
mission statement. At the strategic business unit level managers focus on specific value-
creation activities such as improving quality, lowering cost, or adding services. Finally,
at the functional level, the issue is who makes tomorrow’s sales call.

Variation by Product Organizational strategies also vary by the organization’s
products. The strategy will be far different when marketing a very tangible physical
good (Ben & Jerry’s ice cream), a service (a Southwest Airlines flight), or an idea
(a donation to the American Red Cross).

Most organizations develop a marketing plan as part of their strategic marketing
planning efforts. A marketing plan is a road map for the marketing actions of an orga-
nization for a specified future time period, such as one year or five years. The planning
phase of the strategic marketing process (discussed later) usually results in a marketing
plan that directs the marketing actions of an organization. Appendix A at the end of
this chapter provides guidelines for writing a marketing plan.

= LEARNING REVIEW

2-3. What is the meaning of an organization’s mission?

| 2-4. What is the difference between an organization’s business and its goals? J

Tracking Strategic Performance with Marketing Analytics

Although marketing managers can set the strategic direction for their organizations, how
do they know if they are making progress in getting there? As several industry experts have
observed, “You can’t manage what you don’t measure.”? One answer to this problem is the
growing field of data analytics, or big data, which enables data-driven decisions by collect-
ing data and presenting them in a visual format such as a marketing dashboard.

Car Dashboards and Marketing Dashboards A marketing dashboard is
the visual display of the essential information related to achieving a marketing objec-
tive.26 Today’s business intelligence and artificial intelligence tools often provide real-
time data to allow marketing mix changes, personalization, and evaluation of customer
satisfaction. An example is when a chief marketing officer (CMQO) wants to see daily
what the effect of a new social media campaign is on a product’s sales.?’



marketing metric

A measure of the quantitative
value or trend of a marketing
action or result.

’FIGURE 2-3

An effective marketing
dashboard, like this

one from Dundas Data
Visualization, Inc., helps
managers assess a
business situation at a
glance.

The idea of a marketing dashboard really comes from the display of information
found on a car’s dashboard. On a car’s dashboard, we glance at the fuel gauge and take
action when our gas is getting low. With a marketing dashboard, a marketing manager
glances at a graph or table to monitor key metrics and makes a decision to take action
or analyze the problem further.?

Dashboards, Metrics, and Plans The marketing dashboard from Dundas Data
Visualization, Inc. in Figure 2-3 is from Sonatica, a hypothetical hardware and software
firm. This dashboard shows graphic displays of key performance indicators linked to
Sonatica’s product lines.?’ Each display in a marketing dashboard shows a marketing
metric, which is a measure of the quantitative value or trend of a marketing action or
result.’® Choosing which marketing metrics to display is critical for a busy manager,
who can be overwhelmed with irrelevant data.’!

Today’s marketers use data visualization, which presents information about an orga-
nization’s marketing metrics graphically so marketers can quickly (1) spot deviations
from plans during the evaluation phase and (2) take corrective actions.*? This book
uses data visualization in many figures to highlight in color key points described in the
text. The Sonatica marketing dashboard in Figure 2-3 prepared by Dundas Data Visu-
alization, Inc. effectively uses data visualization tools like a pie chart, a line or bar chart,
and a map to show how parts of its business are performing as of December 2020:

o Website Traffic Sources. The color-coded perimeter of the pie chart shows the
three main sources of website traffic (referral sites at 47 percent, search engines
at 37 percent, and direct traffic at 16 percent). These three colors link to those of
the circles in the column of website traffic sources. Of the 47 percent of traffic
coming from referral sites, the horizontal bullet graphs to the right show that
Sonatica’s Facebook visits comprise 15 percent of total website traffic, up from a
month ago (as shown by the vertical line).

MARKETING DASHBOARD Executive Summary

o Website Traffic Sources R N @ Sales Performance by SBU
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As the marketing manager for Ben & Jerry’s, you need to
assess how it is doing within the United States in the
super-premium ice cream market in which it competes.
For this, you choose two marketing metrics: dollar sales
and dollar market share.

Your Challenge

Scanner data from checkout counters in supermarkets
and other retailers show the total industry sales of super-
premium ice cream were $1.25 billion in 2020. Internal
company data show you that Ben & Jerry’s sold 50 million
units at an average price of $5.00 per unit in 2020.

A “unit” in super-premium ice cream is one pint.

Your Findings
Dollar sales and dollar market share for 2020 can be cal-

culated using simple formulas and displayed on the Ben &
Jerry’s marketing dashboard as follows:

Dollar sales ($) = Average price x Quantity sold
= $5.00 x 50 million units
= $250 million

Ben & Jerry’s sales ($)
Total industry sales ($)
_ $250 million
~ $1.25 billion
=0.20 0r 20%

Dollar market share (%) =

Marketing Metrics

Ben & Jerry’s Dollar Sales
and Market Share

$280 22
’ET 260 g
= o
@ o
2 220 %,
Tu @
v 200 =

2019

2020

Your dashboard displays show that from 2019 to 2020
dollar sales increased from $240 million to $250 million
and that dollar market share grew from 18.4 to
20.0 percent.

Your Action

The results need to be compared with the goals estab-
lished for these metrics. In addition, they should be com-
pared with previous years’ results to see if the trends are
increasing, flat, or decreasing. This will lead to marketing
actions.

Y,

e Sales Performance by SBU. The spark lines (the wavy lines in the far left column)
show the 13-month trends of Sonatica’s strategic business units (SBUs). For exam-
ple, the trends in electronics and peripherals are generally up, causing their sales to
exceed their YTD (year to date) targets. Conversely, both software and hardware
sales failed to meet YTD targets, a problem quickly noted by a marketing manager
seeing the red “warning” circles in their rows at the far right. This suggests that im-
mediate corrective actions are needed for the software and hardware SBUs.

o Website Visits by State. The U.S. map shows that the darker the state, the greater
the number of website visits for the current month. For example, Texas has close
to 20,000 visits per month, while Illinois has none.

The Ben & Jerry’s dashboard in the Applying Marketing Metrics box shows how the
two widely used marketing metrics of dollar sales and dollar market share can help the
company assess its growth performance from 2019 to 2020. The Applying Marketing
Metrics boxes in later chapters highlight other key marketing metrics and how they can

lead to marketing actions.

SETTING STRATEGIC DIRECTIONS

To set a strategic direction, an organization needs to answer two difficult questions:
(1) Where are we now? and (2) Where do we want to go?

36
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Discuss how an
organization assesses
where it is now and where
it seeks to be.
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A Look Around: Where Are We Now?

Asking an organization where it is at the present time involves identifying its competen-
cies, customers, and competitors.

Competencies Senior managers must ask the question: What do we do best? The
answer involves an assessment of the organization’s core competencies, which are its
special capabilities—the skills, technologies, and resources—that distinguish it from
other organizations and provide customer value. Exploiting these competencies can
lead to success.>3> Competencies should be distinctive enough to provide a competitive
advantage, a unique strength relative to competitors that provides superior returns, often
based on quality, time, cost, or innovation.**

Customers Ben & Jerry’s customers are ice cream and frozen yogurt consumers who
have different preferences (form, flavor, health, and convenience). Boeing’s jet airliner cus-
tomers include passenger airlines such as American, United, and
Southwest who serve travelers that need this type of service.
Lands’ End communicates a remarkable commitment to its cus-
tomers and its product quality with these unconditional words:

Guaranteed. Period.®

The Lands’ End website points out that this guarantee has
always been an unconditional one. It reads: “If you’re not satis-
fied with any item, simply return it to us at any time for an ex-
change or refund of its purchase price.” But to get the message
across more clearly to its customers, it created the two-word
guarantee. The point is that Lands’ End’s strategy must provide
genuine value to customers to ensure that they have a satisfying
experience.®

Competitors Intoday’s global marketplace, the distinctions
among competitors are increasingly blurred. Lands’ End started
as a catalog retailer. But today, Lands’ End competes with not
only other clothing catalog retailers such as L.L. Bean but also
department stores, mass merchandisers, and specialty shops. In
addition, well-known clothing brands such as Eddie Bauer have
their own chain stores. Although only some of the clothing in

Lands’ End’s unconditional guarantee for its products any of these stores may directly compete with Lands’ End offer-

highlights its focus on customers.
Source: Land’s End

business portfolio analysis
A technique that managers
use to quantify performance
measures and growth targets
to analyze their firms’
strategic business units
(SBUs) as though they were a
collection of separate
investments.

ings, all of these retailers have websites to sell their offerings
online. This means there’s a lot of competition out there.

Growth Strategies: Where Do We Want to Go?

Knowing where the organization is at the present time enables managers to set a direction
for the firm and allocate resources to move in that direction. Two techniques to aid manag-
ers with these decisions are (1) business portfolio analysis and (2) diversification analysis.

Business Portfolio Analysis Successful organizations have a portfolio or range of
offerings (products and services) that possess different growth rates and market shares
within the industry in which they operate. The Boston Consulting Group (BCG), an inter-
nationally known management consulting firm, has developed business portfolio analysis.
It is a technique that managers use to quantify performance measures and growth targets to
analyze their firms’ SBUs as though they were a collection of separate investments.*® The
purpose of this tool is to determine which SBU or offering generates cash and which one
requires cash to fund the organization’s growth opportunities.
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eFIGURE 2-4

Boston Consulting
Group (BCG) business
portfolio analysis for four
of Apple’s consumer-
related SBUs. The red
arrow indicates typical
movement of a product
through the matrix.

Let’s assume you are filling the shoes of Apple CEO Tim Cook. Based on your
knowledge of Apple products, you are currently conducting a quick analysis of four
major Apple SBUs through 2022. Try to rank them from highest to lowest in terms of
percentage growth in expected unit sales. We will introduce you to business portfolio
analysis as we look at the possible future of the four Apple SBUs.

The BCG business portfolio analysis requires an organization to locate the position
of each of its SBUs on a growth-share matrix (see Figure 2-4). The vertical axis is the
market growth rate, which is the annual rate of growth of the SBU’s industry. The hori-
zontal axis is the relative market share, defined as the sales of the SBU divided by the
sales of the largest firm in the industry. A relative market share of 10x (at the left end
of the scale) means that the SBU has 10 times the share of its largest competitor,
whereas a share of 0.1 x (at the right end of the scale) means it has only 10 percent of
the share of its largest competitor.

The BCG has given specific names and descriptions to the four resulting quadrants
in its growth-share matrix based on the amount of cash they generate for or require
from the organization:

1. Question marks are SBUs with a low share of high-growth markets. They require
large injections of cash just to maintain their market share, much less increase it.
The name implies management’s dilemma for these SBUs: choosing the right
ones to invest in and phasing out the rest.

2. Stars are SBUs with a high share of high-growth markets that may need extra cash
to finance their own rapid future growth. When their growth slows, they are likely
to become cash cows.

3. Cash cows are SBUs that generate large amounts of cash, far more than they can
use. They have dominant shares of slow-growth markets and provide cash to cover
the organization’s overhead and to invest in other SBUs.

4. Dogs are SBUs with low shares of slow-growth markets. Although they may gener-
ate enough cash to sustain themselves, they may no longer be or may not become
real winners for the organization. Dropping SBUs that are dogs may be required
if they consume more cash than they generate, except when relationships with
other SBUs, competitive considerations, or potential strategic alliances exist.?’

40

Stars Question
30 Marks

High 20
[ N -
c 10
<o
R [2] [1] Apple card
P O
o 9
52 5] (Sl
X O
- -10 |
c [ I
b ﬁ . i

Low —20 s |

I — -t
=9 cash
as . . . . .
40 Cows iPad/iPad mini iPod Dogs
10x 1x 0.1x
High Low

Relative unit market share
(share relative to largest competitor)

Photos: (iPhoneX) Oleg GawriloFF/Shutterstock; (iPad) Zeynep Demir/Shutterstock;
(Apple Card) ErickPHOTOPRO/Shutterstock; (iPod) David Caudery/Tap Magazine via
Getty Images



What can Apple expectin
future growth of sales revenues
from its iPhone products . . .
Oleg GawriloFF/Shutterstock

2

An organization’s SBUs often start as question marks and go counterclockwise around
Figure 2-4 to become stars, then cash cows, and finally dogs. Because an organization has
limited influence on the market growth rate, its main objective is to try to change its relative
dollar or unit market share. To do this, management decides what strategic role each SBU
should have in the future and either injects cash into or removes cash from it.

According to Interbrand, a leading brand management consulting firm, Apple has
been consistently cited as one of the top global brands over the past decade in its an-
nual Best Global Brands survey. What has made Apple so iconic is not only its revolu-
tionary products but also its commitment to infusing the “human touch” with its
technology such that its customers connect with the brand on both a cognitive and an
emotional level.®

Using the BCG business portfolio analysis framework, Figure 2-4 shows that the
Apple picture might look this way from 2020 to 2022 for four of its SBUs:*

1. Apple Card. Apple recently entered the financial services market with its version of a
credit card, the Apple Card. The card competes with Citi, Chase, and Capital One
credit cards and a wide range of other financial payment technologies such as

PayPal, Venmo, and Android Pay. Industry analysts estimate that 6 out of 10
Americans have a credit card and that credit card use has grown by 42 percent
in the past seven years. The Apple Card enters the market as a question mark.*°
2. iPhone (smartphone). Apple launched its revolutionary iPhone smartphone
in 2007. iPhone unit sales skyrocketed and Apple’s U.S. market share is now

- greater than 56 percent, exceeding the 24 percent market share of its largest

... orits Apple Card financial
services?
ErickPHOTOPRO/Shutterstock

competitor, Samsung. The smartphone market grew at double-digit rates
through 2015 and has been slowing in recent years. U.S. and global smart-
phone sales are expected to grow at 1 to 2 percent through 2022. High
market share and high growth suggest that Apple’s iPhone has been a star
and may become a cash cow.*!

3. iPad/iPad mini (tablets). Launched in 2010, iPad unit sales now represent 35 percent
market share—leading both Samsung’s (15 percent) and Huawei’s (10 percent). Tablet
sales are declining, however, as consumers are substituting big-screen smartphones
and ultra-thin computers for tablets. For Apple, its iPad SBU is a cash cow (high
market share in a low-growth market).*?

4. iPod (music player). Apple entered the music player market with its iPod device
in 2001. The product became a cultural icon, selling more than 50 million units
annually until 2010 when the iPhone integrated a music player. Since 2010, sales
have been declining dramatically. In 2014 Apple announced that it was discon-
tinuing the iPod classic, and in 2017 it announced that it was discontinuing the
iPod shuffle and nano. Today Apple still sells the iPod touch—although declin-
ing sales and discontinued products suggest that this SBU is entering the dog
category.®

So, how did you—as Tim Cook—rank the growth opportunity for each of the four
SBUs? The Apple Card represents the highest potential growth rate The iPhone SBU is
likely to continue growing at 1 to 2 percent, while the iPad and iPod are experiencing a
decline in sales. Despite the difference in growth rates, the iPhone and iPad product
lines together accounted for 59 percent of Apple’s revenues in 2020. These revenues are
used to pursue other growth opportunities such as Apple News, Apple Arcade, Apple
HomePod, Apple TV+, Apple Watch, a next-generation phone, AR smart glasses, and
possibly an Apple-enabled car. A careful look at many of Apple’s new offerings suggests
a shift to services that complement its existing products.**

The primary strength of business portfolio analysis lies in forcing a firm to place
each of its SBUs in the growth-share matrix, which in turn suggests which SBUs will be
cash producers and cash users in the future. Weaknesses of this analysis arise from the
difficulty in (1) getting the needed information and (2) incorporating competitive data
into business portfolio analysis.*®

%]
Q@
(@]
Q
2
@©
©
=
%2]
[@)]
C
£
Q
x
<
©
=
©
c
@©
©
c
o
=
©
N
c
©
(@)
o
@)
>
2
[
1%
[0]
Q
o
3
%]
(@]
=
Q
ie)
]
>
[0
[a)
~N
[a g
WA}
=
[al
<
T
@)



'FIGURE 2-5

Four market-product
strategies: Alternative
ways to expand sales
revenues for Ben & Jerry’s
using diversification
analysis.

diversification analysis

A technique that helps

a firm search for growth
opportunities from among
current and new markets as
well as current and new
products.

' VIDEO 2-4

B&J’s Chocolate Chip
Cookie Dough Video
kerin.tv/cr9e/v2-4

40

PRODUCTS

Current New

Market penetration Product development
Selling more Ben & Jerry’s super- Selling a new product such as

premium ice cream to Americans children’s clothing under the Ben
& Jerry’s brand to Americans

Current

Market development
Selling Ben & Jerry’s super-
premium ice cream to Brazilians
for the first time

New

Diversification Analysis Diversification analysis is a technique that helps a
firm search for growth opportunities from among current and new markets as well as
current and new products. For any market, there is both a current product (what the
firm now sells) and a new product (what the firm might sell in the future). And for any
product there is both a current market (the firm’s existing customers) and a new market
(the firm’s potential customers). As Ben & Jerry’s seeks to increase sales revenues, it
considers all four market-product strategies shown in Figure 2-5:

* Market penetration is a marketing strategy to increase sales of current products in
current markets, such as selling more Ben & Jerry’s Chocolate Chip Cookie
Dough ice cream to U.S. consumers. There is no change in either the basic prod-
uct line or the markets served. Increased sales are generated by selling either more
ice cream (through better promotion or distribution) or the same amount of ice
cream at a higher price to its current customers.

* Market development is a marketing strategy to sell current products to new mar-
kets. For Ben & Jerry’s, Brazil is an attractive new market. There is good news and
bad news for this strategy: As household incomes of Brazilians increase, consum-
ers can buy more ice cream; however, the Ben & Jerry’s brand may be unknown
to Brazilian consumers.

e Product development is a marketing strategy of selling new products to current
markets. Ben & Jerry’s could leverage its brand by selling children’s clothing in
the United States. This strategy is risky because Americans may not see the com-
pany’s expertise in ice cream as extending to children’s clothing.

 Diversification is a marketing strategy of developing new products and selling them
in new markets. This is a potentially high-risk strategy for Ben & Jerry’s if it de-
cides to try to sell Ben & Jerry’s branded clothing in Brazil. Why? Because the
firm has neither previous production nor marketing experience from which to
draw in marketing clothing to Brazilian consumers.

Research shows that senior marketing executives prefer to invest in existing markets and
products (market penetration) for growth. The second most preferred strategy is product
development, followed by market development and diversification, respectively.*®

{‘LEARNING REVIEW

2-5. What is the difference between a marketing dashboard and a marketing
metric?

2-6. What is business portfolio analysis?

2-7. Explain the four market-product strategies in diversification analysis.




THE STRATEGIC MARKETING PROCESS

LO 2-5

Explain the three steps of
the planning phase of the
strategic marketing
process.

strategic marketing
process

The approach whereby an
organization allocates its
marketing mix resources to
reach its target markets.

situation analysis

Taking stock of where the
firm or product has been
recently, where it is now, and
where it is headed in terms of
the organization’s marketing
plans and the external forces
and trends affecting it.

SWOT analysis

An acronym describing an
organization’s appraisal of
its internal Strengths and
Weaknesses and its external
Opportunities and Threats.

After an organization assesses where it is and where it wants to go, management atten-
tion is focused on the strategic marketing process. The strategic marketing process
involves the allocation of an organization’s marketing mix resources to reach its target
markets and achieve a competitive advantage. The process is guided by underlying prin-
ciples and is divided into three phases: planning, implementation, and evaluation.

Guiding Principles Underlying the Strategic Marketing Process

Four guiding principles underlie the strategic marketing process.*’ Each principle repre-
sents a fundamental assumption about customers, competitors, and organizational re-
sources. They are:

1. Customers are different. Customers are not alike. Rather, important differences
exist and these differences affect how customers respond to different marketing
mix elements.

2. Customers change. Customer preferences, needs, and behavior are not static. Cus-
tomer preferences, needs, and behavior change over time and due to circum-
stances and are affected by competitor actions.

3. Competitors change and react. The sustainability of an organization’s competitive
advantage is affected by the conduct of present and future competitors and how
they react to an organization’s actions.

4. Organizational resources are limited. No organization has unlimited human, tech-
nological, and financial resources. Trade-offs have to be made when capitalizing
on organizational opportunities and overcoming threats to their performance.

These principles are central to the concepts, techniques, and tools applied in each
phase of the strategic marketing process.

The Planning Phase of the Strategic Marketing Process

The three steps in the planning phase of the strategic marketing process include
(1) conduct a situation (SWOT) analysis; (2) develop a market-product focus, customer
value proposition, and goals; and (3) design the marketing program.

Planning Phase Step 1: Conduct a Situation (SWOT) Analysis The
essence of situation analysis is taking stock of where the firm or product has
been recently, where it is now, and where it is headed in terms of the organiza-
tion’s marketing plans and the external forces and trends affecting it. An effec-
tive summary of a situation analysis is a SWOT analysis, an acronym describing
an organization’s appraisal of its internal Strengths and Weaknesses and its ex-
ternal Opportunities and Threats.

The SWOT analysis is based on an exhaustive study of four areas that form
the foundation upon which the firm builds its marketing program:

e Identify changes and trends in the organization’s industry.

e Analyze the organization’s current and potential competitors.

e Assess the organization itself, including available resources.

e Research the organization’s present and prospective customers.

How can Ben & Jerry’s develop new products and social responsibility programs that
contribute to its mission? The text describes how the strategic marketing process and
its SWOT analysis can help.

Source: Ben & Jerry’s Homemade, Inc.
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'FIGURE 2-6

Ben & Jerry’s: A SWOT
analysis to keep it growing.
The picture painted in this
SWOT analysis is the basis
for management actions.

market segmentation
Involves aggregating
prospective buyers into
groups, or segments, that
(1) have common needs and
(2) will respond similarly to a
marketing action.

customer value proposition
The cluster of benefits that
an organization promises
customers to satisfy their
needs.

42

LOCATION TYPE OF FACTOR
OF

FACTOR Favorable

Weaknesses

e B&J's social responsibility
actions could reduce focus

e Experienced managers
needed to help growth

e Modest sales growth and

profits in recent years

Strengths

e Prestigious, well-known brand
name among U.S. consumers

e Complements Unilever’s other
ice cream brands

e Recognized for its social
mission, values, and actions

Internal

Opportunities
e Growing demand for quality
ice cream in overseas markets
e Increasing U.S. demand for
Greek-style yogurt
e Many U.S. firms successfully use
product and brand extensions

Threats

e B&J customers read nutritional
labels and are concerned with
sugary and fatty desserts

e Competes with General Mills
and Nestlé brands

¢ Increasing competition in
international markets

External

Assume you are responsible for doing the SWOT analysis for Ben & Jerry’s shown in
Figure 2-6. Note that the SWOT table has four cells formed by the combination of in-
ternal versus external factors (the rows) and favorable versus unfavorable factors (the
columns) that identify Ben & Jerry’s strengths, weaknesses, opportunities, and threats.

The task is to translate the results of the SWOT analysis into specific marketing ac-
tions that will help the firm grow. The ultimate goal is to identify the critical strategy-
related factors that impact the firm and then build on vital strengths, correct glaring
weaknesses, exploit significant opportunities, and avoid disaster-laden threats.

The Ben & Jerry’s SWOT analysis in Figure 2-6 can be the basis for these kinds of
specific marketing actions. An action in each of the four cells might be:

e Build on a strength. Find specific efficiencies in distribution with parent company
Unilever’s existing ice cream brands.

e Correct a weakness. Recruit experienced managers from other consumer product
firms to help stimulate growth.

e Exploit an opportunity. Develop new flavors of nondairy frozen desserts to re-
spond to changes in consumer tastes.

e Avoid a disaster-laden threat. Focus on less risky international markets, such as
Brazil and Argentina.

Planning Phase Step 2: Develop a Market-Product Focus, Customer
Value Proposition, and Goals Determining what products will be directed to-
ward which customers is essential for designing an effective marketing program (Step 3).
This decision is often based on market segmentation, which involves aggregating pro-
spective buyers into groups, or segments, that (1) have common needs and (2) will
respond similarly to a marketing action. This enables an organization to tailor specific
marketing programs for its target market segments.

Step 2 also involves developing a clear customer value proposition, which is a
cluster of benefits that an organization promises customers (or segments) to satisfy
their needs. An effective customer value proposition is a formal statement that meets
three criteria. First, it is relevant. That is, it describes how an organization’s products solve
a customer (segment) problem or improve their situation. Second, it details specific bene-
fits in clear terms. Finally, it states why targeted customers, or customer segments,



'FIGURE 2-7

The four Ps elements of
the marketing mix must
be blended to produce
a cohesive marketing
program.

points of difference
Those characteristics of a
product that make it
superior to competitive
substitutes.

Marketing manager

Product
e Features

e Brand name
e Packaging
e Service

Promotion

e Advertising

e Personal selling
e Public relations

e Sales promotion

Place

e Outlets

e Channels

e Coverage

e Transportation

e Stock level

e Warranty e Direct marketing

Promotion

Cohesive marketing program Product

should purchase your products and not your competitor’s offerings. This comparison is
often called points of difference, or those characteristics of a product or service that
make it superior to competitive substitutes. The value proposition allows an organiza-
tion to specify meaningful and measurable marketing goals to be achieved.

What does a customer value proposition look like? Consider IKEA, the world’s larg-
est home furnishings retailer. Its customer value proposition promises customers (1) a
wide range of well-designed, ready-to-assemble, functional home furnishings at low
prices; (2) a favorable and consistent shopping and buying experience in its stores, on-
line, and from its catalogs; and (3) uniformity in product selection and quality work-
manship across countries. It should not be surprising that IKEA’s customer value
proposition reflects the company’s organizational values described earlier.

Goal setting completes Step 2. An organization can pursue a variety of goals as pre-
viously described. Importantly, the goal(s) set provides the basis for a marketing
program.

Planning Phase Step 3: Design a Marketing Program  Activities in Step 2
tell the marketing manager which customers to target and which customer needs the
firm’s product offerings can satisfy—the who and what aspects of the strategic marketing
process. The how aspect—this step in the planning phase—involves designing the market-
ing program and mix (the four Ps) and its budget. Figure 2-7 shows that each market-
ing mix element is combined to provide a cohesive marketing program.

Putting a marketing program into effect requires that the firm commit time and
money to it in the form of a sales forecast (see Chapter 7) and budget that must be ap-
proved by top management.

‘LEARNING REVIEW

2-8. What are the three steps of the planning phase of the strategic
marketing process?

2-9. What is a customer value proposition?
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‘ LO 2-6

Describe the four
components of the
implementation phase of
the strategic marketing
process.

FIGURE 2-8

Organization of a typical
manufacturing firm,
showing a breakdown of
the marketing department.
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The Implementation Phase of the Strategic Marketing Process

The result of the hours spent in the planning phase of the strategic marketing process is
the firm’s marketing plan. Implementation, the second phase of the strategic marketing
process, involves carrying out the marketing plan that emerges from the planning phase.
If the firm cannot execute the marketing plan—in the implementation phase—the plan-
ning phase has been a waste of time and resources.

There are four components of the implementation phase: (1) obtaining resources;
(2) designing the marketing organization; (3) defining precise tasks, responsibilities,
and deadlines; and (4) actually executing the marketing program designed in the plan-
ning phase.

Obtaining Resources A key task in the implementation phase of the strategic
marketing process is obtaining and assembling sufficient human and financial resources
to execute the marketing program successfully. Small business owners often obtain
funds from savings, family, friends, and bank loans. Marketing managers in existing
organizations obtain these resources by getting top management to assign managerial
talent and invest financial resources through approved marketing budgets.

Designing the Marketing Organization A marketing program needs a mar-
keting organization to implement it. Figure 2-8 shows the organization chart of a typi-
cal manufacturing firm, giving some details of the marketing department’s structure.
Four managers of marketing activities are shown to report to the chief marketing officer
or CMO. Sales representatives report to the manager of sales, possibly through several
regional sales managers and an international sales manager based on the size of the
salesforce. The product or brand managers and their subordinates help plan, imple-
ment, and evaluate the marketing plans for their offerings. However, the entire market-
ing organization is responsible for converting these marketing plans into realistic
marketing actions.

Defining Precise Tasks, Responsibilities, and Deadlines Successful im-
plementation requires that team members know the tasks for which they are responsible

Chief Executive O cer

Associate Marketing Sales
Product Assistants Representatives
Managers




QFIGURE 2-9

This Gantt chart shows
how tasks are scheduled
to complete the strategic
marketing process on
time.

marketing strategy

The means by which a
marketing goal is to

be achieved, usually
characterized by a specified
target market and a marketing
program to reach it.

marketing tactics

The detailed day-to-day
operational marketing
actions for each element of
the marketing mix that
contribute to the overall
success of marketing
strategies.

People Week
involved
Task descriptions in task 1234567 8 9101112
". R eview past performance CMO, CFO | u
°_Conduct situation (SW OT) analysis gl'\\/IAOAIQ/IST\/I A A
". Review, revise, recommend market CMO. MR. PM
segmentation plan and consumer APSM ? ’ N
value proposition
”. Formulate a marketing (mix) program gI';AS?VI PéVIM | *
. Review, revise, recommend a I
marketing budget Culo(ER0) ; l *
“. Obtain approval from top management CMO, CFO l
. Finalize launch of marketing (mix) CMO, PM, SM '
program APSM
KEY: A Planned completion date  [] Planned period of work  Current date

A Actual completion date |:| Actual period of work

and the deadlines for completing them. Scheduling activities can be done efficiently
with a Gantt chart, which is a graph of a program schedule. Figure 2-9 shows a Gantt
chart—invented by Henry L. Gantt—used to schedule tasks involved in the strategic mar-
keting process, demonstrating how the concurrent work on several tasks enables team
members to deliver an executable marketing program on time. Software applications such
as Microsoft Project simplify the task of developing a program schedule or Gantt chart.

Central features of a Gantt chart include: (1) the task, (2) the person or people re-
sponsible for completing the task, (3) the date to finish the task, and (4) what is to be
delivered. In this example, the people involved include the chief marketing officer
(CMO); chief financial officer (CFO); marketing research (MR) staff; product manag-
ers (PMs); sales professionals (SMs); and advertising, promotion, and social media
specialists (APSMs).

The key to all scheduling techniques is to distinguish tasks that must be done sequen-
tially from those that can be done concurrently. For example, Tasks 6 and 7 in Figure 2-9
must be done sequentially. This is because the marketing team must get formal top
management approval (Task 6) before it can finalize the marketing mix program (Task 7).
In contrast, Tasks 3 and 4 can be done somewhat concurrently because the choice of
marketing mix program elements overlaps with market segmentation and consumer
value proposition determination.

Executing the Marketing Program  Marketing plans are meaningless without
effective execution of those plans. This requires attention to detail for both marketing
strategies and marketing tactics. A marketing strategy is the means by which a mar-
keting goal is to be achieved, usually characterized by a specified target market and a
marketing program to reach it. The term implies both the end sought (target market)
and the means or actions to achieve it (marketing program).

To implement a marketing program successfully, hundreds of detailed decisions
are often required to develop the actions that comprise a marketing program for an
offering. These actions, called marketing tactics, are detailed day-to-day opera-
tional marketing actions for each element of the marketing mix that contribute to
the overall success of marketing strategies. Writing ads, setting a temporary price
discount for a product, and offering a “two for one” promotion are examples of mar-
keting tactics.
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LO 2-7

Discuss how managers
identify and act on
deviations from plans.

FIGURE 2-10

The evaluation phase of
the strategic marketing
process requires that the
organization compare
actual results with goals
to identify and act on
deviations to fill in its
“planning gap.” The text
describes how Apple is
working to fill in its
planning gap
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The Evaluation Phase of the Strategic Marketing Process

The evaluation phase of the strategic marketing process seeks to keep the marketing
program moving in the direction set for it. Accomplishing this requires the marketing
manager to (1) compare the results of the marketing program with the goals in the writ-
ten plans to identify the presence and causes of deviations using marketing metrics and
(2) act on these deviations—exploiting positive deviations and correcting negative ones.

Comparing Results with Plans to Identify Deviations At the end of its
fiscal year, which is September 30, Apple begins the evaluation phase of its strategic
marketing process. Suppose you are on an Apple task force in 2009 that is responsible
for making plans through 2019. You observe that extending the 2004-2009 trend of
Apple’s recent sales revenues (line AB in Figure 2-10) to 2019 along line BC shows an
annual growth in sales revenue unacceptable to Apple’s management.

Looking at potential new products in the Apple pipeline, your task force sets an ag-
gressive annual sales growth target of 25 percent per year—line BD in Figure 2-10. This
would give sales revenues of $130 billion in 2014 and $394 billion in 2019.

This reveals a white wedge-shaped gap DBC in the figure. Planners call this the plan-
ning gap, the difference between the projection of the path to reach a new sales revenue
goal (line BD) and the projection of the path of a plan already in place (line BC). The
ultimate purpose of the firm’s marketing program is to “fill in” this planning gap—in the
case of your Apple task force, to move its future sales revenue line from the slow-growth
line BC up to the more challenging target of line BD.

This is the essence of evaluation: comparing actual results with goals set. To reach
aggressive growth targets in sales revenues, firms like Apple must continuously look for
a new BCG SBU or product cash cow or star.

A

Future

Actual sales revenues
from 2009 to 2019

Planning
Gap

Actual sales revenues
from 2004 to 2009

|

| | | | | 1 | | | ]
2006 2008 2009 2010 2012

1 |
2016 2018

|
2014

Computer: Manaemedia/Shutterstock



‘FIGURE 2-1

The phases in the
strategic marketing
process contain specific
actions and information.

Action

Information

Step 1

Acting on Deviations When evaluation shows that actual performance differs
from expectations, managers need to take immediate marketing actions—exploiting
positive deviations and correcting negative ones. Comparing Apple’s actual sales rev-
enues from 2009 to 2019 (line BE in Figure 2-10) to its target sales revenues (line BD)
shows Apple’s initial ability to generate consumer demand that exceeded its targets,
and more recently, sales that did not meet its targets. Let’s consider some of its mar-
keting actions:

e Exploiting a positive deviation. Favorable customer reactions to Apple’s iPhone
(2007) and its iPad (2010) enable it to sell the products globally and to introduce
improved versions and models, such as the iPhone 12 (2020) and the iPad Pro
(2020). Success of new versions and models also enables the introduction of new
products such as the Apple Watch (2015), Apple AirPods (2016), the HomePod
(2018), Apple News (2019), and AirTags (2020).

e Correcting a negative deviation. As Apple’s desktop PCs became dated, it moved
aggressively to replace them with new iMacs and MacBooks. Also, Apple re-
freshed its MacBook Air (2015, 2017, 2019) and MacBook Pro (2016, 2017, 2019)
lines of laptops. Similarly, as demand for tablets declined, Apple introduced
next-generation versions of Apple Watch (2020), iPad Air (2019), and iPad
mini (2019).

As we saw earlier in the BCG business portfolio analysis of the four Apple product
lines, the firm has several stars and cash cows to fill in its planning gap. We shall explore
Apple’s market-product strategies in more detail later in Chapters 9 and 10.

Pulling It All Together

Figure 2-11 summarizes the strategic marketing process along with pertinent marketing
actions and information. While the process appears simple, it is very complex in detail.
For example, feedback loops that highlight the importance of identifying and taking
correction actions throughout the process attests to the fluidity of the process.

Planning phase Implementation Evaluation
Step 2 Step 3 phase phase

Obtain
resources
Design
marketing
organization
Develop
schedules
Execute
marketing
program

A time-based
agenda and an
action item list to
conduct a
meeting
Organizational
charts

Marketing
research

Corrective actions Corrective actions

CHAPTER 2 Developing Successful Organizational and Marketing Strategies |



 LEARNING REVIEW

2-10.
2-1.

What is the implementation phase of the strategic marketing process?

How do the goals set for a marketing program in the planning phase
relate to the evaluation phase of the strategic marketing process?

4ﬁ LEARNING OBJECTIVES REVIEW

LO 2-1 Describe three kinds of organizations and the three
levels of strategy in them.

An organization is a legal entity that consists of people who
share a common mission. It develops offerings (goods, ser-
vices, or ideas) that create value for both the organization and
its customers by satisfying their needs and wants. Today’s or-
ganizations are of three types: for-profit organizations, non-
profit organizations, and government agencies. A for-profit
organization serves its customers to earn a profit so that it can
survive. Profit is the money left after a for-profit organization
subtracts its expenses from its total revenues and is the reward
for the risk it undertakes in marketing its offerings. A non-
profit organization is a nongovernmental organization that
serves its customers but does not have profit as an organiza-
tional goal. Instead, its goals may be operational efficiency or
client satisfaction. A government agency is a federal, state,
county, or city unit that provides a specific service to its con-
stituents. Most large for-profit and nonprofit organizations are
divided into three levels of strategy: (a) the corporate level,
where top management directs overall strategy for the entire
organization; () the strategic business unit level, where man-
agers set a more specific strategic direction for their busi-
nesses to exploit value-creating opportunities; and (c) the
functional level, where groups of specialists actually create
value for the organization.

LO 2-2  Describe core values, mission, organizational culture,
business, and goals.

Organizations exist to accomplish something for someone. To
give organizations direction and focus, they continuously assess
their core values, mission, organizational culture, business, and
goals. Today’s organizations specify their foundation, set a di-
rection, and formulate strategies—the “why,” “what,” and “how”
factors, respectively. Core values are the organization’s funda-
mental, passionate, and enduring principles that guide its con-
duct over time. The organization’s mission is a statement of its
function in society, often identifying its customers, markets,
products, and technologies. Organizational culture is a set of
values, ideas, attitudes, and norms of behavior that is learned
and shared among the members of an organization. To answer
the question “What business are we in?” an organization de-
fines its “business” as the clear, broad, underlying industry cat-
egory or market sector of its offering. The organization’s goals
(or objectives) are statements of an accomplishment of a task
to be achieved, often by a specific time. Finally, organizational
strategies vary by level in the organization and by product. The
strategies are often described in a marketing plan.
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LO 2-3  Explain why managers use marketing dashboards
and marketing metrics.

Marketing managers use marketing dashboards to visually dis-
play the essential information related to achieving a marketing
objective. This information consists of key performance mea-
sures of a product category, such as sales or market share,
known as marketing metrics, which are a measure of the quan-
titative value or trend of marketing actions or results. Today’s
marketers use data visualization to present marketing metrics
graphically so they can spot deviations from plans and take
corrective actions.

LO 2-4 Discuss how an organization assesses where it is now
and where it seeks to be.

Managers of an organization ask two key questions to set a
strategic direction. The first question, “Where are we now?,”
requires an organization to (a) assess its core competencies to
understand how its special capabilities provide a competitive
advantage; (b) identify its customers and how they receive
genuine value and have a satisfying experience; and (c) ana-
lyze its competitors from a global perspective to determine
the distinctions among them.

The second question, “Where do we want to go?,” requires
an organization to set a specific direction and allocate re-
sources to move it in that direction. Business portfolio analy-
sis and diversification analysis help an organization do this.
Managers use business portfolio analysis to assess the organi-
zation’s strategic business units (SBUs), product lines, or indi-
vidual products as though they were a collection of separate
investments (cash cows, stars, question marks, and dogs) to de-
termine the amount of cash each should receive. Diversifica-
tion analysis is a technique that helps a firm search for growth
opportunities from among four strategies: market penetration
(selling more of current products to current markets); market
development (selling current products to new markets); prod-
uct development (selling new products to current markets);
and diversification (selling new products to new markets).

LO 2-5 Explain the three steps of the planning phase of the
strategic marketing process.

An organization uses the strategic marketing process to allo-
cate its marketing mix resources to reach its target markets
and achieve a competitive advantage. This process is divided
into three phases: planning, implementation, and evaluation.
The planning phase consists of () a situation (SWOT) analy-
sis, which involves taking stock of where the firm or product
has been recently, where it is now, and where it is headed and




focuses on the organization’s internal factors (strengths and
weaknesses) and the external forces and trends affecting it
(opportunities and threats); (b) a market-product focus
through market segmentation (grouping buyers into segments
with common needs and similar responses to marketing pro-
grams) and customer value proposition, which in part requires
identifying points of difference (those characteristics of a
product that make it superior to competitive substitutes); and
(¢) a marketing program that specifies the budget and actions
(marketing strategies and tactics) for each marketing mix
element.

LO 2-6 Describe the four components of the implementation
phase of the strategic marketing process.

The implementation phase of the strategic marketing process
carries out the marketing plan that emerges from the planning
phase. It has four key components: (a) obtaining resources;
(b) designing the marketing organization to perform product
management, marketing research, sales, and advertising and
promotion activities; (¢) developing schedules to identify the

tasks that need to be done, the time that is allocated to each
one, the people responsible for each task, and the deadlines
for each task—often with an action item list and Gantt chart;
and (d) executing the marketing strategies, which are the
means by which marketing goals are to be achieved, and their
associated marketing tactics, which are the detailed day-to-day
marketing actions for each element of the marketing mix that
contribute to the overall success of a firm’s marketing strate-
gies. These are the marketing program actions a firm takes to
achieve the goals set forth in its marketing plan.

LO 2-7 Discuss how managers identify and act on deviations
from plans.

The evaluation phase of the strategic marketing process seeks
to keep the marketing program moving in the direction that
was established in the marketing plan. This requires the mar-
keting manager to compare the results from the marketing
program with the marketing plan’s goals to (@) identify devia-
tions or “planning gaps” and (b) take corrective actions to ex-
ploit positive deviations or correct negative ones.

0

— LEARNING REVIEW ANSWERS

2-1 What is the difference between a for-profit and a nonprofit

organization?
Answer: A for-profit organization is a privately owned organization
that serves its customers to earn a profit so that it can survive. A
nonprofit organization is a nongovernmental organization that
serves its customers but does not have profit as an organizational
goal. Instead, its goals may be operational efficiency or client
satisfaction.

2-2  What are examples of a functional level in an organization?
Answer: The functional level in an organization is where groups of
specialists from the marketing, finance, manufacturing/operations,
accounting, information systems, research and development, and/
or human resources departments focus on a specific strategic direc-
tion to create value for the organization.

2-3 What is the meaning of an organization’s mission?

Answer: A mission is a clear, concise, meaningful, inspirational,
and long-term statement of the organization’s function in society,
often identifying its customers, markets, products, and technolo-
gies. It is often used interchangeably with vision.

2-4 What is the difference between an organization’s business and its

goals?
Answer: An organization’s business describes the clear, broad, un-
derlying industry or market sector of an organization’s offering. An
organization’s goals (or objectives) are statements of an accom-
plishment of a task to be achieved, often by a specific time. Goals
convert an organization’s mission and business into long- and
short-term performance targets to measure how well it is doing.

2-5 What is the difference between a marketing dashboard and a market-

ing metric?
Answer: A marketing dashboard is the visual display of the essen-
tial information related to achieving a marketing objective. Each
variable displayed in a marketing dashboard is a marketing metric,
which is a measure of the quantitative value or trend of a marketing
action or result.

2-6 What is business portfolio analysis?

Answer: Business portfolio analysis is a technique that managers
use to quantify performance measures and growth targets to ana-
lyze their firms’ SBUs as though they were a collection of separate
investments. The purpose of this tool is to determine which SBU
or offering generates cash and which one requires cash to fund the
organization’s growth opportunities.

2-7 Explain the four market-product strategies in diversification analysis.
Answer: The four market-product strategies in diversification analy-
sis are: (1) Market penetration, which is a marketing strategy to in-
crease sales of current products in current markets. There is no
change in either the basic product line or the markets served. Rather,
selling more of the product or selling the product at a higher price
generates increased sales. (2) Market development, which is a mar-
keting strategy to sell current products to new markets. (3) Product
development, which is a marketing strategy of selling new products
to current markets. (4) Diversification, which is a marketing strategy
of developing new products and selling them in new markets. This is
a potentially high-risk strategy because the firm has neither previous
production nor marketing experience on which to draw in marketing
a new product to a new market.

2-8 What are the three steps of the planning phase of the strategic mar-
keting process?

Answer: The three steps of the planning phase of the strategic market-
ing process are: (1) Conducting a situation analysis, which involves
taking stock of where the firm or product has been recently, where
it is now, and where it is headed in terms of the organization’s mar-
keting plans and the external forces and trends affecting it. To do
this, an organization uses a SWOT analysis, an acronym that de-
scribes an organization’s appraisal of its internal Strengths and
Weaknesses and its external Opportunities and Threats. (2) Devel-
oping a market-product focus and customer value proposition,
which determine what products an organization will offer to which
customers. This is often based on market segmentation—aggregating
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prospective buyers into groups or segments that have common
needs and will respond similarly to a marketing action—and crafting
a customer value proposition. (3) Designing a marketing program,
which is where an organization develops the marketing mix ele-
ments and budget for each offering.
2-9 What is a customer value proposition?
Answer: A customer value proposition is a cluster of benefits that an
organization promises customers (or segments to satisfy their needs.
2-10 What is the implementation phase of the strategic marketing process?
Answer: The implementation phase carries out the marketing plan
that emerges from the planning phase and consists of (1) obtaining

resources; (2) designing the marketing organization; (3) defining
precise tasks, responsibilities, and deadlines; and (4) executing the
marketing program designed in the planning phase.

2-11 How do the goals set for a marketing program in the planning phase

relate to the evaluation phase of the strategic marketing process?
Answer: The planning phase goals or objectives are used as the
benchmarks with which the actual performance results are com-
pared in the evaluation phase to identify deviations from the writ-
ten marketing plans and to act on those deviations—exploiting
positive ones and correcting negative ones.

FOCUSING ON KEY TERMS

business p. 000

business portfolio analysis p. 000
core values p. 000

customer value proposition p. 000
diversification analysis p. 000
goals (objectives) p. 000

market segmentation p. 000
market share p. 000

mission p. 000

marketing dashboard p. 000
marketing metric p. 000
marketing plan p. 000
marketing strategy p. 000
marketing tactics p. 000

objectives (goals) p. 000
organizational culture p. 000

organizational purpose p. 000
points of difference p. 000

profit p. 000

situation analysis p. 000

strategic marketing process p. 000
strategy p. 000

SWOT analysis p. 000

APPLYING MARKETING KNOWLEDGE

-

(a) Using Netflix as an example, explain how a mis-
sion statement gives it a strategic direction. (b) Create
a mission statement for your own career.

2 What competencies best describe (a) your college or
university and (b) your favorite restaurant?

3 Compare the advantages and disadvantages of Ben
& Jerry’s attempting to expand sales revenues by using
(a) a product development strategy or (b) a market
development strategy.

4 Select one strength, one weakness, one opportunity,

and one threat from the Ben & Jerry’s SWOT analy-

sis shown in Figure 2-6. Suggest an action that a

Ben & Jerry’s marketing manager might take to ad-

dress each factor.

5 What is the main result of each of the three phases

of the strategic marketing process? (a) planning,
(b) implementation, and (c) evaluation.

Parts of Tasks 4 and 5 in Figure 2-9 are done both
concurrently and sequentially. (¢) How can this
be? (b) How does it help the team members meet
the project deadline? (¢) What is the main advan-
tage of scheduling tasks concurrently rather than
sequentially?

The goal-setting step in the planning phase of the
strategic marketing process sets quantified objec-
tives for use in the evaluation phase. What does a
manager do if measured results fail to meet objec-
tives? Exceed objectives?

BUILDING YOUR MARKETING PLAN

1 Read Appendix A, “Building an Effective Marketing
Plan.” Then write a 600-word executive summary for
the Paradise Kitchens marketing plan using the num-
bered headings shown in the plan. When you have
completed the draft of your own marketing plan,
write a 600-word executive summary to go in the
front of your own marketing plan.

Using this chapter and Appendix A as guides, focus
your marketing plan by (a) writing your mission
statement in 25 words or less, (b) listing three nonfi-
nancial goals and three financial goals, (¢) writing
your competitive advantage in 35 words or less, and
(d) creating a SWOT analysis table.

3 Draw a simple organization chart for your organization.
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= VIDEO CASE 2

Businesses of the world are changing the way they work
and IBM has a strategy to help them. Ann Rubin, vice
’ president of corporate

VIDEO 2-5 marketing at IBM, ex-

IBM Video Case plains: “IBM is in a con-

kerin.tv/cr9e/v2-5 stant state of innovation,
preparing for a world
that is infused with digital intelligence and a world
where humans and machines work side-by-side to do
things that humans simply cannot do alone.” “‘Let’s Put
Smart To Work’ is our new brand platform,” she contin-
ues, but “it’s not just advertising, it’s bigger than that.
‘Let’s Put Smart To Work’ is an invitation. We're asking
clients and partners to work with us to put smart to
work to use innovative technologies to change busi-
nesses and industries and organizations.”

THE NEW IBM

IBM has a hundred-plus-year history of innovation.
Since its early days as the Tabulating Machine Com-
pany, IBM has gone through many dramatic transforma-
tions. The company shifted from tabulation machines,
to typewriters, to computers, to busi-

IBM: Putting Smart Strategy to Work

F connect

those values IBM held a global discussion event, called
ValuesJam, among more than 50,000 employees. The
results were three underlying values of IBM’s business
practices. Teresa Yoo, vice president of brand strategy
and experience design, explains the outcome: “We
weren’t founded on or defined by a particular product
or even a particular leader. It was what we believed and
valued in the world, and what drove the decisions about
everything that we do. So, those values have evolved
over time and remain at the core of what we do. They
are (1) a dedication to every client’s success, (2) innova-
tion that matters for our company and for the world,
and (3) trust and personal responsibility in all our
relationships.”

The values influence IBM’s use of strategic tools,
such as portfolio analysis and SWOT analysis, in its as-
sessment of marketplace opportunities around the
globe. According to Rubin, “Using methodologies like
business portfolio analysis is really important because
you need to understand the opportunities in every coun-
try that you are going to and what is going to drive busi-
ness in a certain area.” The analysis “helps figure out
what the revenue opportunity is and the growth oppor-

tunity for every one of our products

ness services and consulting, to artifi- =—T———  w— m— in every one of our countries,” she
cial intelligence in response to changes  wmm s - —— - cOntinues. S‘.‘lmllarly, Teresa Yoo ex-
in technology, the global economy, and ===  Smmmmr emmmasmm | plains that “we use SWOT analysis
business practices. Along the way [BM s wss wes s wee we  WNen we're putting together a strat-
developed several Wellknown products s e — . gy for a particular brand we’re
such as the automated teller machine py/con/shuiersiock building or a particular portfolio or

(ATM), the hard disk drive, the mag-

netic stripe card, and the Universal Product Code
(UPC). In addition, researchers at the company won
four Nobel Prizes and six Turing Awards for contribu-
tions of lasting and major technical importance to the
computer field. IBM is in the top 25 of the world’s most
valuable brands and in the top 35 of the world’s most
admired companies. Today IBM has $77 billion in sales
and 352,000 employees, is ranked 38th on the Fortune
500, and is viewed as a cognitive solutions and cloud
platform company. According to CEO Arvind Krishna,
“IBM is an innovation powerhouse. If you look at all the
tectonic forces shaping the future of technology - cloud,
Al, blockchain and quantum - IBM is leading on all
fronts.”

Strategy Based on Values

The forward-looking, visionary strategy at IBM is built
on core values that are the fundamental, passionate, and
enduring principles guiding its conduct. To articulate

product set. It makes a difference
when you’re trying to figure out what your value propo-
sition is and you need to look at where you really stand
in order to create a great strategy.”

The analysis indicates fundamental changes in the
business environment. IBM believes that in the near fu-
ture businesses will need enterprise-strength cloud capa-
bilities, artificial intelligence that is capable of analyzing
all company and consumer data, industry-specific con-
sulting services, and advanced cybersecurity. “Our
brand strategy is to help IBM be easier to understand,
consume, and navigate,” says Yoo. “We have hundreds
of products that span the whole gamut of what we do,
from services to Al to cloud to research to security. So
we have really focused around a few core brands that we
want to be known for. They are IBM Watson for Al,
IBM Cloud, IBM Security, IBM Services, and IBM Re-
search.” Overall, IBM sees these brands as the key to
helping businesses become smarter businesses.

In a letter to IBM shareholders, former CEO Virginia
Rometty described the trend toward smarter businesses
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as an “inflection point.” She observed that (1) busi-
nesses are becoming smarter by leveraging intelligent
digital platforms, (2) businesses are becoming smarter
by making their systems and processes intelligent, and
(3) businesses are becoming smarter by embedding Al
and data to change how work is done, equipping them-
selves for an era of man + machine. The insights about
the changes in businesses have led to IBM’s strategy
called “Let’s Put Smart To Work.”

The “Let’s Put Smart To Work” Strategy

The “Let’s Put Smart To Work” initiative was launched
at IBM’s annual conference, called IBM Think, at which
partners, clients, industry representatives, and technol-
ogy leaders meet to share information about the chang-
ing business environment and business needs. IBM
seeks to be an “incumbent disruptor” as it continues its
transformation to the new world of enterprise technol-
ogy. “The evolution of ‘Let’s Put Smart To Work’ is the
result of technologies that are fundamentally different
today. They are amazing. And we are directing them
more specifically to business applications,” explains
Yoo. We can tell clients “so let’s really put it to work in
your business to accomplish whatever it is that you need
to get done,” she adds.

The strategy touches every aspect of IBM. “‘Let’s Put
Smart To Work’ is our rallying cry or call to action to
partner with clients and to make the world a better place
and to make businesses smarter,” says Rubin. “IBM and
our clients are putting smart to work across every in-
dustry,” she adds. Industries where IBM is assisting
businesses include agriculture, automotive, aviation,
banking, health care, insurance, oil and gas, retail, and
utilities. For example, in agriculture IBM’s Watson ana-
lyzes temperature, soil pH, and other environmental fac-
tors to help farmers improve their harvest yields. In the
automotive industry IBM technologies are helping com-
bine data from IoT (Internet of Things) sensors to create
better experiences for drivers in intelligent vehicles.
Health care scientists are using IBM artificial intelligence

Let's put
smart

Source: IBM Corporation
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to help accelerate research and find new uses for exist-
ing drugs. And in South Africa, IoT sensors are being
used to monitor animal movements to help reduce rhi-
noceros poaching.

Marketing “Let’s Put Smart To Work”

The IBM marketing organization includes thousands of
marketing professionals located in hundreds of coun-
tries. They are all adopting an approach they call “agile
marketing,” which is based on improvisation, testing
and data, and collaboration, and which results in speed,
adaptability, and creativity. “At IBM we use agile prac-
tices, agile methodologies,” says Rubin. “It’s the way
that you best collaborate and the way that you best iter-
ate and the way that you best create programs and
products to move forward,” she adds. The general strat-
egy and the specific elements of the agile marketing
approach all come together in a marketing plan. Rubin
explains, “Everything is grounded in the marketing
plan, in fact, everything is grounded in our overall
corporate strategy and our values, and our strategic
priorities.”

The marketing plan includes a variety of marketing
tools. “Our marketing plan leverages all kinds of ele-
ments from traditional to emerging technologies and
emerging platforms. We use traditional advertising like
TV and radio and print but we have to really under-
stand how our clients consume media,” says Rubin. For
example, IBM customers tend to travel a lot so IBM
places a lot of out-of-home advertising in airports. Digital
advertising and social media are also part of the mar-
keting plan. “The important thing about social [media]
is understanding that every platform is different. You
can’t just take your TV spot and run it on Facebook
and LinkedIn and Twitter and Instagram and think it’s
going to work. The more you look at the metrics and
the data and the analytics, the more you learn those
things. Then you uncover the insights and you can cre-
ate the right content for the right platform,” Rubin
explains.

Events are also a very important part of the market-
ing plan. The reason, Rubin continues, is that “it’s hard
to touch and feel our products so it’s really important
for our audience to engage with IBMers.” The events
give IBM managers an opportunity to engage one-on-
one with their clients. Similarly, IBM sponsors events
such as the Masters golf tournament, the US Open,
many tennis tournaments around the world, and the
Grammys, the Oscars, and the Tony Awards. The rea-
son, explains Yoo, is “the clients we are targeting tend to
watch and go to those events” and the events are “an
opportunity to make the technology we provide easier to
understand.”




The “Smart” Future

Innovative technologies and changing businesses have
created an exciting combination for IBM’s latest transfor-
mation. Ann Rubin describes the excitement in this way:
“I feel like I have the best job in IBM and frankly one of
the best jobs in the marketing industry overall. The mar-
keting industry is changing every day, so you need to keep
up, but it’s so exiting, there’s just nothing boring about
it!” So what will the future bring? Teresa Yoo’s advice is,
“Keep your eyes on IBM, we’re working on some incredi-
ble things that are going to change the world!”*

Questions

-

What is IBM’s “Let’s Put Smart To Work” strategy?
How does this strategy relate to IBM’s values?
Conduct a SWOT analysis for IBM’s “Let’s Put
Smart To Work” initiative. What are the relevant
trends to consider?

What marketing tools described in this chapter are
prominent in IBM’s strategic marketing process?
What is “agile” marketing at IBM? Why does IBM
use the agile approach?

)
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We get it — you need

results, but don’t have
time to waste.

Welcome to easy.

Sometimes you need to talk, and other times you just need an answer. Either way, we’ve got
you covered every step of the way, so you can spend your time to what matters most - helping
students reach their potential.

Need help pronto? SupportAtEveryStep.com is your one stop shop to find contact
information for our live support teams and key self-service resources for everything
from decision-making resources, class prep, first-day-of-class, tips for the classroom
and more. Whether you use the text alone or one of our award-winning digital
courseware products, you’ll find what you need at SupportAtEveryStep.com.
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Just getting started? Want to take it to the next level? Either way, your dedicated
McGraw-Hill Implementation Consultant can help you build your course, create
assignments and set policies. Need help with reports or adjusting your course to
improve outcomes? Click on “Courseware Consult” at SupportAtEveryStep.com and
set up an appointment today.

Need a reality check? Having a direct line to an instructor who’s been in your shoes
can make all the difference. That’s why we have over 600 faculty consultants
across the country to share their experiences and provide personalized guidance.
We also have over 100 student ambassadors who can share with you or your
classes, their experiences using McGraw-Hill courseware and the affordable options
available.

& B

Hello there, how can we help? No matter your tech questions, the McGraw-Hill
Tech Support Group is ready to help with a searchable database of FAQs and live
support for you and your students. Reach out at (800) 331.5094, or connect online
by going to SupportAtEveryStep.com and selecting “Tech Support.
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Support At Every Step
Great support teams and resources — all dedicated to the mission of helping students achieve. It’s

also why faculty like you rate us 4.5 out of 5 in customer satisfaction.
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