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Each Part introduction lists the chapters and case studies within the part. It also includes a structure map that allows you to get a
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clearer picture of how the part relates to the other sections in the book.

PART Ill VIDEO CASE STUDY

Nivea: Segmentation of the sun-care market

Hamburg-based Beiersdorf AG can trace it origins back
to3 patentrecelved for medical plasters n 18832 by the
pharmacist Paul C. Beiersdor. The business did not
remain focused on this area alone: the firt Labello lip-
care stick was sold almost 100 years ago. In 1911, Nivea
Creme (which literally means ‘snow white) - the first
stable,oil-and-water-based cream - was created. from
early on, the company was looking abroad. Already by.
1913 the company generated 42 per cent of s sales
abroad
The 19905 saw the startof Nivea's systematic expansion
into an umbrella brand. Today,the process s regarded
internationally s a classic example of successful brand
development. Brand trust has been extended to a wide.
e,

products; it was also the catalyst for the introduction of
 sun prolection actor as a new global standard

Fora long time, Befersdorf was active in four business
areas: cosmetics, tolletries, medicinal and pharmaceu-
ticalproducts. Since the 1995, Belersdorf has focused

= £l

Whilethere may be a marketfor bleaching products i

care—a strategc decison that has now made Beiers- WIVEA
dorf Germany's i
more than 100 countris. market.
Salesofthe first fullspectrum range of men-care 2 Aftersun
for 3. Today i
Nivea for
market andis consisently gaining market share. 3 Selftan
Belersdorthad e

totalsales 3
income. The company had 17,700 employeesasof 31 glow.
December 2017, 4 Whitening products

The popularityof whitening products in Asia s based
Nivea sun care on the old Asan belef that white skin conceas faial

dafects’ i
categories: The cholce of product depends on usage occasion
1 Sunprotecion (when) — .5.holiday, utdoor sports, gardening, applicators). i

working.

5 therfore importan
] Thisis one of
i
o i 1 Thailand.
[a50]  oxveionme manxemw sresrees [

Following each part introduction, you will find a video case study from a leading international company. Read
the case study, watch the video, which is available on the companion website via www.vitalsource.com, and then

answer the questions.
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INTRODUCTION

CHAPTER 2 7

Identification of the firm’s .
core competences bt

o take  long-term view.

planning process.

CONTENTS
7.2 CORPORATE MISSION
214 Introduction

2.2 Roots of competitive advantage

2.3 The resource-based view (RBV) 0
Exhibit 2.1 Honda's competences in small engines ofa partcular organisation.
24 view hel

2.5 The value chain-based view (VBV)
Exhibit 2.2 Nike's value ¢
Exhibit 2.3 The value chain of Acme Axles, Inc
2.6 Value shop and the ‘service value chain®

27 Interationalising the value chain i which the organisation plans o operate, o more broadly - for example, ‘e
2.8 Thevirtualvalue chain
2.9 Experiental marketing itspresent needs and is neither too narrow nor 0o broad.

10 Artificial Intelligence (A1) and its influence on marketing
Exhibit 2.5 Harley-Davidson's use of Al in New York
211 Summary But what

Case study 2.1 Electrolux ment?
Questions for discussion anumber
References. ofcitri,
thinking about how {0 define a business:
LEARNING OBJECTIVES “we are in the usiness of making profitsor ‘we prodice pens'are o really
ful et
Afte studying this chapter you should be able to scope and growth dirction.
« explain the difference between the market deall Abel
« explain the connection between the RBV and RM;
. the different concepts of ;
« explain the difference between ‘value creation” and ‘value capture’s
« explain the purpose of using Augmented Reality in marketing planning; 7.3 SWOT ANALYSIS
s of i i g

SWOT (strengths, weaknesses, opportunities and threats) analyss is a tech-

‘company o ollow.
Aswor

the frm. Internaly

resoutce; production facilites and capacity; market share; customer percep,

- [CrT EEp———

Each chapter begins with a set of learning
objectives that will enable you to focus on
what you should have achieved by the end of

Short chapter introductions concisely intro-
duce the themes and issues that are built upon
within the chapter.

the chapter.

case i India, which has 25 offiial languages.

languages can make a national questionnaire survey impractical - this s the

three types of validity - construct, internal and external:

There are

isnot measuring whatitis supposed (0.

conditions are shown o lead ta other conditions.

For exampl

same way in countrics thatare similar.

assumes, for example, that the demand for a product develops in much the

e

‘method is bothrelable and valid.

A Dougi:

[6641  wancer aesearch awo cision suspos svstew

KEY TERMS

the way the company's products and services are deli
vered. It involves supply chain management, logistics
and service delivery. Physical evidence: I is how the

packaging, staf behaviour and staf dressing.
Above-the-line advertising ~ Advertising in the mass
media, including press, adio, elevision and internel.

Inorder tofind
dh Thebasic lements ofthemarketing mix:product,  Allowance Promotional money paid by manufactu
Janguage (Doug For example, ifa place (distribution), price and promotion; also called  rerstoretailrs n eturnfor an agreement o feature the
the controllable variables of marketing, because they  manufacturer’s products i some way.
lted can be controlled and manipulated by the marketer. Always-a-share customers ~Customers who have low
n 7P mix Besides the traditional 4Ps (product, price,  switching costs and do not value long-erm relations-
translation ischecked thoroughly. Place and promotion) it involves the additional  hips with suppliers, making them more sulted o trans
3Ps: People: This is where it all begins. It involves  action marketing
Measurement employees, management and the organisational  Ambush marketing An attack from @ hidden posi
measu culture. Process: It s the back-offce, which represents ton. It occurs when  marketer works on connecting

its product with a particular event in the minds of
potential customers, without having paid sponsorship
expenses for the event.

s st i 100 general, how you measurerefes o reliability and ‘what’ you measure refers company's products and services are presented in the  Artficial intelligence (A) The development of a
o by s it 10 valdly market place. I involves faciltes, store front, visual  computer system that s able o perform tasks normaly

tion is turmed into creating a more customer engaging

through which a consumer passes before making
purchase or placing an order. The stages are aware.
hess, nterest, evaluation, rial and adoption.

Advertising  Non-personal communication that is
paid fo by an dentified sponsor and involves either
mass communication via newspapers, magazines,

I
world envizonment whose elemens are augmented (or
Supplemented) by computer-generated sensory input,
such as sound, video, graphics or GPS data. AR fechno.
logy allaws consumers o interact virtually with three
dimensional product visualisations displayed on users'

Advertising agency A marketing services firm that
assists companies in plannin, preparing, implemen:

wil it radio, television and other media (e, billboards, bus  Baby boom The major increase in the annual birth
stop signagel, or sumer communication World War and lasting until
via direct mall, the early 19605, The ‘baby boomers’, now moving into

middle age,area prime arget for marketers.
Below-the-line advertising Advertising that uses

AIDA. Awareness, nterest, desire, action - the stages
through which a consumer is belleved to pass before.
purchasing a product.

(6771 cevremns

Key terms are highlighted in the text with a brief explanation in the margin where they first appear. These terms are also included in

the Glossary at the end of the book.
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programmes by the company itself. It includes email campaigns
the bull's eye is what the measurement device i supposed fo hic. Advertising objective A specific communication fask  towards decision makers, promotions and brochures
o be accomplished with a specific target audience  placed at point of sal. It could also involve product
during a specific eriod of time. demos and sampling at busy places such as malls and
there e no o

be vald. He the level management thinks the company can afford. Benchmarking  The process of comparing the compa:
Jiabl Agent A marketing intermediary who does not take  ny's products and processes {0 those of competitrs or

measure. steady and establishes contacts abroad. quality and performance.

Beneiit segments _Dividing the market into groups
according {0 the different benefits that consumers seck
from the product




EXHIBIT 6.4

Irn-Bru’s distributor alliance (Y coalition) with Pepsi Bottling Group (PBG)

in Russia

A.G.Barr,the UK's leading Independent branded saft
drinks manufacturer, was founded in Falkirk, Scotland,
n1875. The company expanded to Glasgow in 1887 and
its headquarters are now in Cumbernauld,just outside
the cty.A. 6. Barr makes the renowned Irn-Bru soft
drink, introduced in 1901, which i 2008 had about 5
per cent of the UK carbonated soft drnks (CSD) market.
Despite tough domestic competition,In-Bru s Scol-
land's argest-seling single-flavoured CSD and s the.
third best-seling sof drink in the UK, after Coca-Cola
and Pepsl.
In2008, A. 6. Barr’s turnover was 570 million (Annual
Reportand Accounts 2009), with an operating profit
of £23,1 millon. The formula or Irn-Bru s a closely
Jown anly by two of Barr's board
s most famous or its unque taste,
'8 and eccentric bright orange col
making it easily recognisable even when not n ts
packaging.
Inthe ate 19805, Barr actively began to ook at expan-
sion through international markes It considered
France, Germany and the Benelux counties, among
others, butfound that Coca-Cola and Peps! dominated
these mature markets. Competition was fierce and
margins tight. Consequently it examined other emer-
sing markets and was attracted to Russia.Inthe years.
following the break-up of the Soviet Union, Russia
showed much potential - with alarge population,
‘growing prosperity and standard of living and a ising

8 18R

P ——

5]
(-}

like the Scots, have a ‘sweet toot, eading to high as follows.
Soft-drinks consumption. As part of theinternational I Bru:
5 G.Barrs

chisee, but the rn-Bru brand by that time was 5o well- G.Barr,
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New and engaging exhibits analyse and discuss specific companies to show how the theories in the chapter are used by well
known brands in the business world.
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Colour figures and photographs illustrate the key points and concepts and help clarify the topics discussed.
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A case study concludes each chapter, providing a range of material for seminars and private
study, by illustrating real-life applications and implications of the topics covered in the
chapter. These also come with a set of questions to help you test your understanding of the
case.
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Relationship marketing (RM): The process
of creating, maintaining and enhancing strong
longterm relationships with customers and
other stakeholders through mutual exchange
and trust. RM seeks to build a chain of
relationships between the firm and its main
stakeholders.

Transactional marketing (TM): The major
focus of the marketing programme (the 4 Ps) is
to make customers buy. Independence among
marketing actors (‘arm’s length’) is considered

vital for marketing efficiency.

Marketing management: The process of
planning, executing and controlling marketing
activities to attain marketing goals and objec-

tives effectively and efficiently.

[xxi1]

The World Is Flat. This was the title of an international bestselling book by
Thomas L. Friedman, published in first edition in 2005. It analyses globalisa-
tion, primarily in the early twenty-first century, and the picture has changed
dramatically. The title is a metaphor for viewing the world as a level playing
field in terms of commerce, where all players and competitors have an equal
opportunity. We are entering a new phase of globalisation, in which there will
be no single geographic centre, no ultimate model for success, no sure-fire
strategy for innovation and growth. Companies from every part of the world
will be competing with each other — for customers, resources, talent and intel-
lectual capital — in every corner of the world’s markets. Products and services
will flow from many locations to many destinations. Friedman mentions that
many companies in, for example, the Ukraine, India and China provide human-
based sub-supplies for multinational companies, from typists and call centres
to accountants and computer programmers. In this way these companies in
emerging and developing countries are becoming integral parts of complex
global supply chains for large multinational companies such as Dell, SAP, IBM
and Microsoft.

As this new scene unfolds, the new global leaders increasingly will be forced to
defend the ground they thought they had won and secured long ago. And their
expansion into new markets will be challenged as never before. Their estab-
lished processes and traditional business philosophies will be turned upside
down by challengers whose experiences in new emerging markets cause them
to see the world very differently and to do business in completely new ways.
Many executives of developed-country companies are not prepared to deal with
the massive wave of competition from skilled and determined new rivals. As
the world is becoming a flat playing field, there is also an increasing need in
different industry supply chains for creating relationships between the involved
companies in the industry value chains. This has important implications for the
way that we look at the marketing discipline in the individual firm. The conse-
quence is that the development of marketing theory and practice is undergoing
a paradigm shift from a transactional to a relationship orientation. As many
companies are still relying on the traditional marketing approach, this book
will bridge the gap between relationship marketing (RM) and traditional
(transactional) marketing (TM).

In the traditional transactional approach, marketing management is about
planning, coordinating and controlling marketing activities that are aimed at
satisfying customer needs and desires — and receiving money from sales.

In recent years, marketing has been undergoing considerable self-examination
and internal debate. The overriding emphasis in the ‘traditional’ marketing
approach is on acquiring as many customers as possible. Evidence is moun-
ting, however, that traditional marketing is becoming too expensive and is less
effective.

Many leading marketing academics and practitioners have concluded that a
number of the long-standing practices and operating modes in marketing need
to be evaluated, and we need to move towards a relationship approach that is
based on repeated market transactions and mutual gain for buyers and sellers.
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The ‘new paradigm’ is commonly referred to as relationship marketing (RM).
Relationship marketing is not a new idea. Before the advent of mass production
and mass media, relationship marketing was the norm; sellers usually had first-
hand knowledge of buyers, and the successful ones used this knowledge to help
keep customers for life.

Relationship marketing reflects a strategy and process that integrates
customers, suppliers and other partners into the company’s design, develop-
ment, manufacturing and sales processes.

Fundamentally, relationship marketing draws from traditional marketing
principles. Marketing can be defined as the process of identifying and satisfying
customers’ needs in a competitively superior manner in order to achieve the
organisation’s objectives. Relationship marketing builds on this.

The customer is still fundamental to a marketing relationship. Marketing exists
to meet efficiently the satisfaction of customer needs, as well as those of the
marketing organisation. There is a considerable body of knowledge in social
sciences that sheds light on the many facets of human relationships. We draw
from these sources to further our understanding of consumer relationships.
Marketing exchange seeks to achieve satisfaction for the consumer and the
marketing organisation (or company). In this latter group we include employees,
shareholders and managers. Other stakeholders (such as competitors, finan-
cial and governmental institutions) are also important. As we shall see later,
relationships can cover a wide range of organisations in the environment, for
example:

e governmental institutions

e industry associations

e European Union (EU) institutions

e religious groups.

However, the main focus of this book is still on the relationships between the
firm and its closest external bodies, primarily the customers.

In the transactional approach, participants focus exclusively on the economic
benefits of the exchange. Even though in relational exchange the focus widens,
economic benefits remain important to all of the partners in marketing relation-
ships.

With the relationship approach in mind, an integrated view of marketing
management will be presented. To do this, the latest research findings in
marketing management and related disciplines are summarised. Yet, marketing
management is still a very practical discipline. People still have practical
needs, firms still face practical problems and solutions still have to work in real
life. Most marketers cannot and should not hide in labs. Marketing is a social
science based on theories and concepts, but it also requires that most marketers
meet with people, observe them, talk to them and understand their activities.
In essence, marketing is a dialogue between sellers (marketers) and buyers
(customers). This book reflects this applied approach. Together with important
concepts and theories, my experience that has been obtained through work for
many years with numerous companies — large and small, domestic and interna-
tional — will be drawn on.
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Business-to-consumer (B2C): Marketing that
involves exchange relationships between a firm
and its end customers, perhaps via retailers.
Business-to-business (B2B): Marketing that
involves exchange relationships between two or
more business customers and suppliers.

[xxi1]

TARGET AUDIENCE

This book is written for people who want to know how the relationship and

the traditional marketing approach (in combination) affect the development

of effective and efficient marketing plans. This book is aimed primarily at
students, MBA/graduate students and advanced undergraduates who wish to go
into business. It will provide the information, perspectives and tools necessary
to get the job done. My aim is to enable you to make better marketing decisions.
A second audience for this book is the large group of practitioners who want to
build on the existing skills and knowledge already possessed. The book is of
special interest to the manager who wishes to keep abreast of the most recent
developments in the ‘marketing management’ field.

UNIQUE FEATURES OF THIS BOOK

This marketing text tries to integrate the ‘new’ relationship approach in the
traditional process of developing effective marketing plans. Compared to other
marketing management books, this text will attach more importance to the
following themes.

Buyer-seller relationships

The guiding principle of this text is that of building relationships between
buyers and sellers. Relationships is a growing trend, and for good reason.
Dramatic changes in the marketing environment are presenting immense new
opportunities for companies that really build and retain relationships with
customers. Relationship marketing emphasises the tremendous importance

of satisfied, loyal customers. Good customer relationships happen when all
employees within the organisation develop the sensitivity and desire to satisfy
customers’ needs and wants. It may be argued that the traditional concept of
marketing (as exemplified later in Chapter 1) does not adequately reflect the
recognition of the long-term value of a customer. The argument is that many of
the traditional definitions of marketing, although stressing the importance of
customer needs and satisfaction, are essentially concerned with maximising the
profitability of each transaction. Instead they should seek to develop longterm
relationships with customers that cannot easily be duplicated by competitors.

Buyer—seller interaction on a global scale

Today’s companies are facing fierce and aggressive competition. Today, most
firms compete not only locally and nationally, but globally as well. Companies
that have never given a thought to internationalisation now also face compe-
tition in their home market from international companies. Thinking globally
also requires an understanding of the international diversity in buying behav-
iour and the importance of cross-cultural differences in both the B2C and B2B
markets. This cross-cultural approach is centred on the study of the interaction
between buyers and sellers (and their companies), who have different national
and/or cultural backgrounds.

Creating competitive advantage through relationships with other companies
Greater emphasis is given to the development of competitive advantage, and
consequently to the development of resources and capabilities and competences
within the organisation and with other companies. Relationship marketing
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Cross-functional team: A team made up of
individuals from various organisational depart-
ments, who share a common purpose.
Supply chain management: How products
are moved from the producer to the ultimate
consumer, with a view to achieving the most
effective and efficient delivery system
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seeks to build a chain of relationships (networks or value net) between the orga-
nisation and its main stakeholders, including customers, suppliers, distribution
channel intermediaries and firms producing complementary products and
services. Relationships to competitors are also considered.

Cross-functionalism

Marketing is not an isolated function. A marketer’s ability to implement effec-
tively a strategic marketing programme depends largely on the cooperation and
competence of other functional areas within the organisation. Consequently,
substantial attention is given to the interfunctional approach of marketing
management. This includes: the concept of competitive advantages, cross-
functional teams in the development of new products, supply chain manage-
ment, internationalisation, quality management and ethics.

What is new in the fourth edition?

The main theme of this edition is how to build and retain B2B and B2C market-

ing relationships in the value chain, both offline but increasingly also online.

Consequently, an important aspect of this edition is the strengthening of the

online theme (social media, e-commerce, etc.), which is now incorporated in all

the chapters and in many cases and exhibits.

In addition, there is a focus on marketing-related themes in connection with

new technologies, like Artificial Intelligence (AI), Sharing economy, Gamifi-

cation, 3-D Printing, Internet-of-Things (IoT), Omni-channel distribution and

Blockchain technology.

There is also a focus on Chinese business cases (BYD electric, DJI drones and

Huawei smartphones) as China is now the world’s second largest economy, after

the USA.

The book’s chapters, cases and exhibits are totally updated with the latest

journal articles and company information. Besides that, the following new

concepts are introduced in the single chapters:

e Chapter 1 — discusses The SOSMAC model and gives an introduction to the
KPI ‘regime’.

e Chapter 2 - discusses how Artificial Intelligence (AI) can help marketers to
create customer value.

e Chapter 3 — introduces the Sharing Economy.

e The intro to Part II- discusses the PESTEL analysis.

e Chapter 4 — discusses gamification and its use for marketers.

e Chapter 11 — discusses 3-D Printing — a possible industrial revolution in
customization. In addition, it also discusses global mobile app marketing an
introduces the Internet-of-Things (IoT) and its use for marketers.

e Chapter 12 — discusses subscription-based pricing.

e Chapter 13 — discusses multiple distribution and omni-channel strategy and
introduces Blockchain technology and its influence on marketing and SCM.

e Chapter 14 — discusses a categorization of Social Media, the Social Media
funnel and the development of the Social Media Marketing plan.

This edition presents 10 new case studies:

1. PartIVideo case study: BYD electric cars — The Chinese electric car manu-
facturer is considering sales world-wide.

2. Chapter 2 case study: 2.1 Electrolux — A white goods manufacturer is consid-
ering growth opportunities worldwide.

3. Chapter 3 case study: 3.1 Nintendo Switch — Is this the ‘Blue Ocean’ come-back.
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4. Part Il Video case Study: Miiller — Miiller yoghurts are penetrating the US
market and leaving again by a split-up with the Quaker Joint Venture.

5. Chapter 4 case study: 4.1 Spotify — The online streaming company is
growing fast but suffering from financial imbalance.

6. Chapter 7 case study: 7.1 William Demant - One of the world’s market leaders
in hearing aids is defending its position with the Oticon Brand.

7. Chapter 11 case study: 11.1 Tinder dating app - The famous dating app brand
is facing increasing competition from e.g. Badoo.

8. Chapter 12 case study: 12.1 Harley Davidson — How should the pricing
strategy be affected by the new EU tariffs in 2018.

9. Chapter 15 case study: 15.1 DJI Technology Co. Ltd. — A Chinese ‘born global’
dominating the world market for drones with its Phantom and Marvic
drones.

10. Chapter 16 case study: 16.1Huawei Smartphones — Expanding into Interna-
tional markets for smartphones.

Furthermore, several new exhibits have been added to the book.

OUTLINE

The book is structured around the two main steps involved in marketing

management — that is, the decision-making process regarding formulating,

implementing and controlling a marketing plan:

e Step 1: Analysis of the internal and external situation (Parts I and II)

e Step 2: Planning and implementation of marketing activities (Parts III, IV
and V).

The schematic outline of the book in figure 1 shows how the two main steps

are divided into five parts. The book has a clear structure according to the
marketing planning process of the firm. Based on an analysis of the competitive
advantages of the firm (Part I) and the analysis of the external situation (Part
II), the firm is able to develop marketing strategies (Part III) and marketing
programmes (Part IV). Finally, the firm has to implement and control its activity
in the market and, if necessary, make changes in the marketing strategy (Part
V). Throughout the book this marketing planning process is seen in a relation-
ship approach, as a supplement to the transactional approach.

The market research function gives a very important input to all five phases
(parts) of this decision-making process, with a possible feedback to the
marketing information system (MIS). Therefore, this section of the book is an
Appendix, but a very important one, as the past marketing experiences are
stored in the marketing information system, which may add important contri-
butions to new marketing decision-making processes — i.e., for making better
marketing decisions.

Pedagogical/learning aids

Many aids to student learning come with the book. These include:

e Chapter learning objectives: these tell the reader what he/she should be able
to do after completing each chapter.

e Case studies: there is a case study at the end of each chapter and each case
study contains questions.



e Video case studies: each part starts with a video case study, which can be
accessed on the book’s website (via www.vitalsource.com).

¢ Exhibits: these examples from the real world illustrate the text and the
marketing models.

e Summaries: each chapter ends with a summary of the main concepts.

e Discussion questions: at the end of each chapter the discussion issues are
presented as questions.

e Marginal definitions: key concepts from the glossary are defined in the
margins of the text.

e Glossary: a glossary provides a quick reference to the key terms in the book.

Supplementary material to accompany the book can be downloaded by lectu-
rers via www.vitalsource.com.

Tables 1 and 2 show the video case studies and the chapter case studies in this
book.

Chapter 1: Introduction
Y A
) N N
Assessing the current situation: A
L
Part I: Assessing the competitiveness of Part II: Assessing the external marketing Y
the firm (internal) situation S
Chapter 2: Identification of the firm's core > | Chapter 4: Customer behaviour I
competences - “| Chapter 5: Competitor analysis and intelligence S
Chapter 3: Development of the firm’s competitive Chapter 6: Analysing relationships in the
advantage value chain
Y
Y Ap
Part I1l: Developing marketing strategies L
Appendix: Chapter 7: SWot anglysis, strategic marketing planning A
and portfolio analysis . N
Market research - >| o 8< ) . B d -~ Strategic N
firal cedidten aptetr_tA. e§m’(e:ntatlon, targeting, positioning an decisions |
support system competitive strategies
Chapter 9: CSR strategy and the sustainable global N
value chain G
¢ A
N
Part IV: Developing marketing programmes D
Chapter 10: Establishing, developing and managing
buyer-seller relationships . | I
Chapter 11: Product and service decisions - F‘unctlon-a./ M
o L Tactical decisions [
Chapter 12: Pricing decisions L
Chapter 13: Distribution decisions E
Chapter 14: Communication decisions M
E
N
o A . T
Part V: Organising, implementing and controlling the A
marketing effort o : : Action planning T
Chapter 15: Organising and implementing the decisions I
marketing plan 0
Chapter 16: Budgeting and controlling N
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Video case studies in the book: overview

PART

VIDEO CASE STUDY

LOCATION OF HEADQUARTERS

TARGET MARKET AREA
AND TYPE

Part | Assessing the BYD electrical cars China World B2C/B2B
competitiveness of the firm The Chinese electric car manufacturer is

(internal) considering sales worldwide

Part Il Assessing the external Miiller yogurts Germany USA B2C/B2B
marketing situation Penetrating the US market

Part Il Developing marketing Nivea Germany World B2C

strategies Segmentation of the sun-care market

Part IV Developing marketing Tequila Avion USA USA/World B2C
programmes A premium tequila is introduced

PartV Organising, implementing ~ Pret A Manger UK UK/USA/World B2C/B2B

and controlling the marketing effort

How to control the expansion of an

international restaurant chain

Chapter case studies in the book: overview

CHAPTER

CHAPTER CASE STUDY

LOCATION OF HEADQUARTERS

TARGET MARKET AREA
AND TYPE

1 Introduction 1.1 Hunter Boot Ltd UK World B2C
The iconic British brand is moving into
exclusive fashions
2 Identification of the firm’s core 2.1 Electrolux Sweden World B2C
competences A white goods manufacturer is
considering growth opportunities
worldwide
3 Development of the firm’s 3.1 Nintendo Switch Japan World B2C
competitive advantage Is this the ‘Blue Ocean’ come-back?
4 Customer behavior 4.1 Spotify Sweden/UK World B2B
The online music-streaming company
is growing fast but is suffering financial
imbalance
5 Competitor analysis and 5.1 Cereal Partners Worldwide (CPW) UK/Switzerland World B2C
intelligence The no. 2 world player is challenging the
no. 1 - Kellogg
6 Analysing relationships in the 6.1 ARM UK World B2B
value chain Challenging Intel in the world market of
computer chips
7 SWOT analysis, strategic 7.1 William Demant Denmark World B2C/B2B
marketing planning and portfolio ~ One of the world’s market leaders in
analysis hearing aids is defending its position with
the Oticon Brand
8 Segmentation, targeting, 8.1 LEGO Friends Denmark World B2C

positioning and competitive
strategies

The world’s third-largest toy manufacturer

is moving into the girls’ domain

[xxvii]
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9 CSR strategy and the sustainable 9.1 YouthAIDS USA World B2C/B2B
global value chain Social marketing in a private, non-profit
organisation
10 Establishing, developing 10.1 Dassault Falcon France World B2B
and managing buyer-seller The private business jet, Falcon, is
relationships navigating in the global corporate
business sector
11 Product and service decisions 11.1 Tinder USA World B2C
The famous dating app brand is facing
increasing competition from e.g. Badoo
12 Pricing decisions 12.1 Harley-Davidson USA World B2C
Is the image justifying the price level in a
time of recession?
13 Distribution decisions 13.1 Bosch Indego Germany World B2C/B2B
How to build B2B and B2C relationships
in a new global product market - robotic
lawnmowers
14 Communication decisions 14.1 Orabrush Inc. USA World B2C
How a ‘pull’ B2C YouTube marketing
strategy helped consumers to focus on
the ‘bad breath’ problem
15 Organising and implementing 15.1 DJI Technology Co. Ltd. China World/Western Europe/USA
the marketing plan A Chinese ‘born global’ is dominating the B2C/B2B
world market for drones with its Phantom
and Marvic drones
16 Budgeting and controlling 16.1 Huawei smartphones China World B2C/B2B

Expanding into the international markets

for smartphones

[xxvin]
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CHAPTER 1

Introduction

CONTENTS

1.1
1.2

1.3

1.4
1.5
1.6

1.7

Introduction

The marketing management process

The traditional (transactional) marketing (TM) concept versus the relationship marketing
(RM) concept

Balancing the transactional and relationship concepts throughout the book

How the RM concept influences the traditional marketing concept

Different organisational forms of RM

Summary

Case study 1.1 Hunter Boot Ltd: the iconic British brand is moving into exclusive fashion

LEARNING OBJECTIVES

After studying this chapter you should be able to:

describe how marketing management is placed in the overall company strategy;

compare and discuss the differences and similarities between the traditional (transactional)
marketing approach and the relationship marketing approach;

explain the concept of SOSMAC;

explain what implications the relationship marketing approach has on the traditional (transac-
tional) marketing mix (the four Ps).

[1]



1.1

Transactional marketing (TM): The idea that
the major focus of the marketing programme
(the 4 Ps) is to make customers buy. TM
considers independence among marketing
actors (‘arm’s length’) to be vital for marketing
efficiency.

Relationship marketing (RM): The process
of creating, maintaining and enhancing strong
long-term relationships with customers and
other stakeholders through mutual exchange
and trust. RM seeks to build a chain of
relationships between the firm and its main
stakeholders.

KPIs (Key Performance Indicators): KPIs are
measurable values that show how effectively a
company is achieving key business objectives.
KPIs may be used at different levels of the
company. High-level KPIs focus on the overall
performance of the company, while low-level
KPIs may focus on processes in departments
(such as sales or customer satisfaction) or even
at individual level.

1.2

Marketing plan: A marketing plan is a written
document that details the necessary actions to
achieve the company’s marketing objectives.

It can be for a product or service, a brand or

a product line. Basically, a marketing plan
describes the marketing activities of a company
in order to produce sales at the customer level.
Marketing plans cover between one and five
years. A marketing plan may be part of an
overall business plan.

[2]

INTRODUCTION

In recent years, we have witnessed a steep decline in the effectiveness of tradi-
tional marketing tools (such as mass media advertising) with customers, who
now actively seek ways to avoid the thousands of marketing messages they are
bombarded with every day. At the same time, a dramatic shift has occurred in
the way customers communicate with one another, for example in connection
with the growth of social media. In response, marketing practices have moved to
promote a more interactive dialogue between firms and customers, where both
are actively involved in the exchange of information. Such a two-way commu-
nication approach — from here on termed relationship marketing (RM) - is
facilitated when both entities are in regular contact with one another and the
quality of communication channels between them is high. This transformation
from traditional or transactional marketing (TM) to a focus on building and
improving high-quality relationships can lead to a number of desirable market-
ing outcomes (Clark and Melancon, 2013).

This aim of this book as a whole is to bridge the gap between the traditional,
transactional marketing planning approach and the ‘new’ relational marketing
approach. The book is structured according to the marketing management
process in Figure 1.1, which is here shown as an iterative SOSMAC approach.

The planning process is iterative because we constantly have to monitor the
KPIs in the control stage in order to see to which degree the company fulfills
the objectives of key processes. If the fulfillment of a given process is too low
we will have to go back to the earlier stages (boxes) and make adjustments. If
the ‘gap’ between current performance and the objective is very big, we may
even have to lower the original objectives. All the KPIs that are measured at
the end of the year will then be used as input for the next year’s situation
analysis.

THE MARKETING MANAGEMENT PROCESS

Though it is not always the case, the starting point for the marketing manage-
ment process and the marketing plan should be the marketing strategy.

Marketing strategy

Although ‘marketing strategy’ first became a popular business buzzword during
the 1960s, it continues to be the subject of widely differing definitions and inter-
pretations. The following definition, however, captures the essence of the term:

A marketing strategy is a fundamental pattern of present and planned objectives,
resource deployments and interactions of an organisation with markets, competitors

and other environmental factors.

This definition suggests that a strategy should specify what (objectives to be
accomplished), where (on which industries and product markets to focus), and
how (which resources and activities to allocate to each product/market to meet
environmental opportunities and threats) in order to gain a competitive advan-
tage.

Rather than enforcing a single comprehensive strategy, many organisations have
a hierarchy of interrelated strategies, each formulated at a different level of the
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6. How do we moni-
tor performance?
KPIs, evaluate perfor-
mance against KPIs

6.
Control

(Part V)

5. How do we get

1. Where are we now?
SWOT, Key Competences,
Competitive Advantages,

Market share

1.
Situation
Analysis

(Part 1 and 1)

2. Where do we want
to be in the future?
Market shares,
Customer acquisition
and Retention targets,
Customer satisfaction
targets

S 2. Objectives
(Part I11)

3. How do we get
there long-term?

there short-term? STP (Segmenta-
Who does what and 5. Action (Part V) A 3. tion, Targeting and
when? : Strategy (Part I11)

Locate responsibilities

The SOSMAC process

Positioning), Value
proposition, Use of
strategy tools (Ansoff,
BCG, GE/McKinsey)

4.
Marketing Mix
4. How do we get there
(Part V) X
mid-term?

Marketing Mix (4Ps, 7Ps),
Social Media Marketing,
E-commerce

Source: based on the PR Smith’s SOSTAC® Digital Marketing Plan, 2e, 2016.

Mission: The purpose of the company. It is what
the company wants to do for its customers.

The mission statement should answer who the
customers are and what value (products and
services) should be provided to the customers.

Objective: A desired result at some future point
in time. Objective should be specific, measu-
rable, attainable, realistic and time-specific
(SMART).

[3]

firm. The three major levels of strategy in most large, multi-product organisations
are:

1. corporate strategy;

2. business-level strategy;

3. functional strategies, e.g. marketing strategy.

In small, single-product companies, corporate and business-level strategic issues
merge. Our primary focus is on the development of marketing strategies and
programmes for individual product-market entries, but other functional depart-
ments — such as R&D and production — also have strategies and plans for each

of the firm’s product markets. Table 1.1 summarises the specific focus and issues
dealt with at each strategy level.

Mission and vision

The traditional strategy literature operates with a hierarchical definition of stra-
tegic marketing management. In this context, the terms mission and objectives
have specific meanings. The corporate mission can be considered as a brief
statement of the purpose of the company — what the organisation is and what it
does (‘Who are we?’).

1.2 THE MARKETING MANAGEMENT PROCESS



TABLE 1.1

Different planning levels in the company

STRATEGY
COMPONENTS

CORPORATE STRATEGY

BUSINESS STRATEGY

MARKETING STRATEGY

Scope/mission

Corporate domain — which busi-
nesses should we be in?

Business domain — which product
markets should we be in within
this business or industry?

o Target market definition
e Product-line depth and breadth
e Branding policies

Strategy Corporate development strategy Business development strategy e Product-market development
e Conglomerate diversification Concentric (new products for exis- plan
(expansion into unrelated busi- ting customers or new customers e Line extension and product
nesses) for existing products) elimination plans
e Vertical integration
e Acquisition and divestiture poli-
cies
Goals and Overall corporate objectives aggre-  Constrained by corporate goals Constrained by corporate and
objectives gated across businesses Objectives aggregated business goals Objectives for a
e Revenue growth across product-market specific product-market entry
o Profitability entries in the business unit e Sales
e Return on investment (ROI) e Sales growth o Market share
e Earnings per share e New product or market growth e Contribution margin
e Contributions to other o Profitability e Customer satisfaction
o stakeholders e ROI
e Cash flow
e Strengthening bases of competi-
tive advantage
Allocation of e Allocation among businesses in e Allocation among product- Allocation across components of
resources the corporate portfolio market entries in the business ~ the marketing plan (elements of
e Allocation across functions shared unit the marketing mix) for a specific
by multiple businesses (corporate e Allocation across functional product-market entry
R&D, MIS) departments within the busi-
ness unit
Sources of Primarily through superior corporate  Primarily through competitive Primarily through effective
competitive financial or human resources; more strategy; business unit’s compe- product positioning; superiority
advantage corporate R&D; better organisational tences relative to competitorsinits on one or more components of the
processes or synergies relative to industry marketing mix relative to compe-
competitors across all industries in titors within a specific product
which the firm operates market
Sources of Shared resources, technologies, or Shared resources (including Shared marketing resources,
synergy functional competences across busi- favourable customerimage) or competences, or activities across

nesses within the firm

functional competences across
product markets within an industry

product-market entries

Diversification: The market and product
development strategy that involves expansion
to a relatively large number of markets and

products.

mission and objectives as follows:

As an example, consider the mission statement of Coca-Cola, which sets out their

Line extension: Using a successful brand name
to introduce additional items in a given product
category under the same brand name, such as
new flavours, forms, colours, added ingredients
or package sizes.

Return on investment (ROI): A common

measure of managerial effectiveness — the ratio
of net profit to investment.

[4]

Our Roadmap starts with our mission, which is enduring. It declares our purpose
as a company and serves as the standard against which we weigh our actions and
decisions.

e Torefresh theworld. ..

e To inspire moments of optimism and happiness. ..

e To create value and make a difference.

Source: www.thecoca-colacompany.com.

The mission statement may change if the company outlives the industry it started
in, but it should still tie back to the core values. For example: ‘Google’s mission
is to organise the world’s information and make it universally accessible and
useful.’

INTRODUCTION



Vision: What the company wants to become,
i.e. the description of the company’s desired
future state.

[5]

Ideally, the definition could cover Abell’s three dimensions for defining the busi-
ness: customer groups to be served, customer needs to be served and technolo-
gies to be utilised (Abell, 1980).

A vision statement is what the enterprise wants to become (‘Where do we wish to
g0?’). The vision is a description of the company’s ‘desired future state’. Thus, the
company may create a vision statement describing the organisation as it may be
in, say, ten or more years. Note the emphasis on the future; the vision statement
is not true today. Rather, it describes the organisation as it could become in the
future.

A vision statement should build enthusiasm. It should provoke inspiration. It
should stimulate people to care. It should ‘rally the troops to action.’ That is what
President Kennedy accomplished with the vision statement he offered in early
1961. Kennedy said:

I believe that this nation should commit itself to achieving the goal, before this

decade is out, of landing a man on the moon, and returning him safely to earth.
Continuing with my running example in this chapter, the vision of Coca-Cola is:

Our vision serves as the framework for our Roadmap and guides every aspect of our

business by describing what we need to accomplish in order to continue achieving

sustainable, quality growth.

e People: Be a great place to work where people are inspired to be the best they
can be.

e Portfolio: Bring to the world a portfolio of quality beverage brands that antici-
pate and satisfy people’s desires and needs.

e Partners: Nurture a winning network of customers and suppliers, together we
create mutual, enduring value.

e Planet: Be a responsible citizen that makes a difference by helping build and
support sustainable communities.

e  Profit: Maximise long-term return to shareowners while being mindful of our
overall responsibilities.

e  Productivity: Be a highly effective, lean and fast-moving organisation.

Source: www.thecoca-colacompany.com.
McDonald’s combine their mission with a vision statement:

Our vision is to be the world’s best ‘quick service restaurant.” This means opening
and running great restaurants and providing exceptional quality, service, cleanliness
and value.

Source: www.mcdonalds.com.

Objectives

Objectives in the hierarchical definition of strategy are the specific performance
targets that firms aspire to in each of the areas included in a firm’s mission
statement. It is usually not enough for a firm just to assert that it wants to be a
leader in its industry or that it wants to become a major diversified company. In
addition, a firm needs to specify what it means to be a leader in its industry or
what being a major diversified company means. Often, objectives are stated in
financial or economic terms. Thus, for one firm being a ‘leader’ in an industry
may mean having the largest market share, but for other firms leadership might
mean being the most profitable firm in the industry, having the highest-quality

1.2 THE MARKETING MANAGEMENT PROCESS



Marketing information system (MIS):

A system in which marketing information

is formally gathered, stored, analysed and
distributed to managers in accord with their
informational needs on a regular, planned basis.

Big Data: The vast collection of data from tradi-
tional and digital sources (inside and outside
the company). It refers to the marketer’s ability
to aggregate, segment and use these data

sets to ensure that the right message is being
delivered to the right segment of customers.

[6]

products, or being the most innovative. In the same way, being a major diver-
sified company may mean unrelated diversification across a wide variety of
industries for one firm and a relatively narrow product and industry focus for
another.

With respect to the hierarchical definition of strategy, comparing actual behav-
iour with objectives is one way that managers can come to know whether or not
they have fulfilled a firm’s mission. With a mission and objectives in place, a firm
(according to the hierarchical definition of strategy) can then turn its attention
to strategies. Strategies thus become the means through which firms accomplish
their objectives and mission.

Marketing plan

In most organisations, strategic planning is an annual process, typically
covering just the year ahead. Occasionally, organisations may look at a practical
plan that stretches three or more years ahead. To be most effective, the plan
must be formalised, usually in written form, as an identifiable marketing plan.
The process of marketing management and the development of a marketing
plan is no different from any other functional area of management in that it
essentially comprises four key tasks: analysis, planning, implementation and
control.

Analysis

The starting point of marketing management decisions is analysis. Customers,
competitors, trends and changes in the environment and internal strengths
and weaknesses must each be fully understood by the marketer before effective
marketing plans can be established. Analysis, in turn, requires information
using systematic market research and a marketing information system
(MIS).

The volume of digital data accessible for the marketer is now growing at an
exponential rate. The use of Big Data — large pools of data that can be brought
together and analysed to discern patterns and make better decisions — will
become the basis of competition and growth for individual companies (McAfee
and Brynjolfsson, 2012; Mazzei and Noble, 2017).

For example, manufacturers will be able to analyse incoming data and, in some
cases, automatically repair software damage. In the retailing sector, it will be
possible to track the behaviour of individual customers from internet click
streams, update the customers’ preferences and model their likely behaviour
in real time. When the customers are then nearing the purchase decision
regarding a specific product in the store, the retailer may automatically offer a
bundle of products (cross-selling), together with reward programme benefits.
Another example is McDonald’s, which has equipped some stores with devices
that gather operational data as they track customer interactions, traffic in
stores and ordering patterns. Researchers can model the impact of variations
in menus, restaurants designs and training on, among other things, sales and
profitability.

Planning

The second task of the manager is the planning process. The marketing manager
must plan both long-term marketing direction for the organisation (strategic
planning), including, for example, the selection of target markets, and the
marketing programmes and tactics that will be used to support these strategic
plans.
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Control: The process by which managers
ensure that planned activities are completely
and properly executed.

Effectiveness: Doing the right thing — making
the correct strategic choice.

Marketing audit: An analysis and evaluation of
the internal and external marketing environment
of the company.

[71

Implementation

Both strategic and tactical plans must, of course, be acted upon if they are to
have any effect. The implementation tasks of marketing management involve
such activities as staffing, allocating tasks and responsibilities, budgeting

and securing any financial and other resources needed to carry out the plans.
Actions include activities such as placing an advert in the right media, delivering
products, carrying out customer surveys and so on.

Control

The fourth, and sometimes neglected, task of the manager is measuring and
evaluating progress against objectives and targets established in plans. Control
of marketing plans can be problematical, with difficulties associated with both
measuring marketing performance and pinpointing cause and effect. For example,
market share — a frequently used measure of marketing performance and hence a
basis for marketing control — needs very careful analysis and interpretation if it is
to provide a useful basis for controlling the effectiveness of marketing strategies
and plans. Both qualitative and quantitative techniques of control should be used
by the marketing manager and include budgetary control, control of marketing
mix effectiveness and, from time to time, a full marketing audit.

In the following section, the strengths and weaknesses of the hierarchical
approach to marketing planning will be highlighted.

Strengths of the hierarchical approach to marketing planning
The hierarchical approach has three important strengths. First, it emphasises
the link between strategy and performance. Virtually all strategic management
researchers — and most practising managers — are interested in the relationship
between the actions taken by a firm and a firm’s performance. The hierarchical
definition provides explicit criteria for judging the performance quality of a
firm’s strategies — good strategies enable an organisation to reach its objectives
and fulfil its mission; bad strategies make it more difficult for a firm to reach its
objectives and fulfil its mission.

Second, this hierarchical definition focuses on the multiple levels of analysis
that are important in formulating and implementing strategies. These levels of
analysis vary in their degree of abstraction. Company missions are very abstract
concepts. They specify what a firm wants to become but say little about how a
firm will get to where it wants to go. Objectives translate missions into specific
goals and targets and thus are less abstract. Strategies specify which actions
firms will take to meet their objectives. Plans (the least abstract concept) focus on
specific actions that need to be taken to implement strategies.

By emphasising the multiple levels of analysis in the strategic management
process, hierarchical definitions appropriately emphasise the need in organisa-
tions to gather information, ideas, and suggestions from all parts of the firm in
order to formulate effective strategies. In this conception of strategy, each part
of a firm plays an important role. Senior managers specialise in establishing
missions and objectives, divisional managers specialise in strategy formulation,
and functional managers focus their efforts on tactics. No one of these tasks is
more important than any other. Missions and objectives will never be achieved
without strategies and tactics. Strategies without missions and objectives will be
unfocused. Strategies without tactics are usually not implemented. And plans
without strategies or missions are not likely to improve a firm’s performance.

A third strength of the hierarchical definition is that it emphasises the fact that
strategy, in order to have an impact on performance, cannot remain simply an
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SMEs: Small and medium-sized enterprises. In
the EU, SMEs are characterised as having 250
employees or less; they comprise approximately
99 per cent of all firms.

[8]

idea in an organisation. Rather, it must be translated, through resource alloca-
tion, into action. An organisation’s mission is often a statement of an idea, or a
manifestation of the values, of top management. However, by itself a mission
statement is likely to have little impact on a firm’s performance. Rather, this
mission statement must be linked with objectives, strategies and tactics. In
choosing objectives, strategies and tactics, managers must make tough deci-
sions, set priorities and allocate resources. Firms that translate their mission
into actions increase the probability that they will improve their performance
(McGuire et al., 2012).

Weaknesses of the hierarchical approach to marketing planning
The most important weaknesses of the hierarchical approach are as follows.
First, it has a very underdeveloped notion of the external competitive environ-
ment’s impact on strategy formulation and implementation. Mission statements
summarise where the senior management want an organisation to be in the long
run, but the development of these statements is encouraged to focus inward. In
choosing a mission, senior managers are encouraged to look inward, evaluating
their own personal priorities and values. Certainly, this kind of analysis is an
important step in developing a firm’s mission.

Indeed, part of this book is devoted to this kind of internal analysis. Such an
analysis, however, must be linked with the external analysis (Part II) in order for
firms to choose missions, objectives, strategies and thus marketing plans that
will add value to the firm.

A second weakness of the hierarchical definition is that it tends to focus, almost
exclusively, on formal, routine, bureaucratic strategy-making processes. In this
definition, strategic choices are made through systematic study and analysis.
These analyses result in coherent, self-reinforcing sets of strategies that, taken
together, lead a firm to reach its objectives and mission. There is little doubt that
many organisations choose at least some of their strategies in this logical and
systematic way. An enormous amount of research on formal strategic planning
suggests that more and more firms are adopting explicit and formal planning
systems to choose their strategies. The hierarchical definitions presented in
Figure 1.1 tend to emphasise this formal, systematic aspect of choosing and
implementing strategies.

Yet not all strategies are chosen in this way. Small and medium-sized enterprises
(SMESs) choose strategies by discovering an unanticipated opportunity and
exploiting that opportunity to improve performance, resulting in ‘emerging strat-
egies’ (Mintzberg, 1987; Mintzberg and Waters, 1985). Firms also choose strate-
gies ‘retroactively’ — that is, they engage in certain kinds of behaviour over time,
and then, only after that pattern of behaviour is in existence, senior managers
label these actions as a coherent or consistent strategy. Some firms stumble into
their strategy by chance. All these are ways that firms can choose strategies, yet
none of them is consistent with the formal, systematic strategic management
process presented in Figure 1.1.

A third weakness of hierarchical approaches to defining strategy and strategic
management is that, despite their apparent rigour and clarity, they often fail

to give significant guidance to managers when they are applied in real organi-
sations. There are literally thousands of objectives that an organisation could
choose to support any given mission statement. Which objectives a firm should
choose, which should be given priority and which should be ignored are ques-
tions that must be answered logically and with ideas that are not provided in the
hierarchical definition. Moreover, there may be thousands of different strategies
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that firms could choose to support any given set of objectives. Which particular
strategies a firm should choose goes beyond the hierarchical model.

1.3 THE TRADITIONAL (TRANSACTIONAL)
MARKETING (TM) CONCEPT VERSUS THE
RELATIONSHIP MARKETING (RM) CONCEPT

The traditional (transactional) marketing concept
The American Marketing Association (AMA) — an international organisation of
practitioners and academicians — defines marketing as follows:

Marketing is the process of planning and executing the conception, pricing, promo-
tion and distribution of ideas, goods and services to create exchanges that satisfy

individual and organisational objectives.

This definition describes what the traditional (transactional) marketing concept
is: the conception, pricing, promotion and distribution of ideas, goods, and
services. Moreover, the definition implies a list of activities for the marketer to
undertake: the planning and execution of these four elements of competition so
that individual and organisational objectives are satisfied.
Another characteristic of transactional marketing is the belief that independence
of choice among marketing players provides a more efficient system for creating
and distributing marketing value. Maintaining an arm’s length relationship is
considered vital for marketing efficiency. Industrial organisations and govern-
ment policy makers believe that independence of marketing players provides
each player freedom to choose his/her transactional partners on the basis of
Efficiency: A way of managing business  preserving their own self-interests at each decision point. This results in the effi-
processes to a high Sta“dardv'vi;“f;ls‘/tizai?f: ciency of lowest-cost purchases through bargaining and bidding.
The so-called 4Ps are the epitome of what should be done and are also known
4Ps: The basic elements of the marketing  as the ‘marketing mix’. This transactional, micro-economic, and teacher-friendly
promgt':mprslds(“)cctaﬁlezcteh(ed'cssxitllzgfe Egﬁzsg marketing framework is straightforward to understand and use. Indeed, in the
of marketing, because they can be controlled 19508 and 1960s the 4Ps approach proved very successful. In the USA, this was
and manipulated by the marketer. 1o arg of mass manufacturing and mass marketing of packaged consumer
Mass marketing: One-to-many communi-  goods and, because of that, marketing was often more about attracting than
o O retaning customers,
The model of transaction marketing (as in the 4Ps) rests on three assumptions:
1. there is a large number of potential customers;
2. the customers and their needs are fairly homogeneous;
3. itisrather easy to replace lost customers with new customers.

Looking at today’s markets and certainly when moving from consumer markets
to industrial and service markets, this approach may not be appropriate.

The relationship marketing (RM) concept

According to the traditional (transactional) marketing concept, the major focus of
marketing programmes has been to make customers buy, regardless of whether
they are existing or new customers. Often only a small part of the marketing
budget has explicitly been allocated directly towards existing customers.

Since the 1980s, academics have been questioning this approach to marketing
(for example, Gronroos, 1996 and 2006 and Gummesson, 1999). They argue that
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