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Environmental Aspects into Product Development' (ISO14062) and member of international
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Martin Christopher is Professor of Marketing and Logistics at Cranfield School of Management,
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responsible for Executive Development Programmes. His interests in marketing and logistics
strategy are reflected in his consultancy and management development activities. In this connection
he has worked for major international companies in North America, Europe, the Far East and
Australasia. In addition, he is a non-executive director of a number of companies. As an author, he
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British Columbia, Canada, the University of New South Wales, Australia and the University of
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what is now Teesside University. Moving to Strathclyde as a Research Fellow, studying the consumer
movement, he stayed on to lecture in his managerial specialism. Periodic consultancy and four years
as a monthly columnist for a Scottish professional magazine kept him in touch with developments in
the marketing communications business. During the early nineties, he experienced as a regular
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being Creating Powerful Brands and From Brand Vision to Brand Evaluation, both published by
Butterworth—Heinemann. Winning several major research grants has helped support his research
into factors associated with high performance brands and also strategies for succeeding with
services brands. Leslie was Visiting Professor at Madrid Business School and is currently Visiting
Professor at Thammasat University, Bangkok and Lugano University, Switzerland. He sits on the
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East and North America.
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the University of Edinburgh and the University of Strathclyde, and Visiting Professorships at the
University of Miami, Vienna University of Economics and Business, Université Robert Schuman
(Strasbourg), Lund University and Dortmund University. His main research interests are in pricing,
sales forecasting, marketing research and international marketing and he is the author of some 180
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He also acts as a consultant on international marketing and strategy with a number of companies
including IBM, Shell, ICI, Unilever, 3M, Hewlett Packard, British Telecom and Marks and Spencer.

Martin Evans, BA, MA, MIDM, MMRS, FCIM is Senior Teaching Fellow at Cardiff Business School.
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degree, in management, is from the same university. He is also a graduate of the University of
Birmingham (PhD in industrial economics and business studies) and of the University of Strathclyde
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is currently on the Editorial Boards of Health Promotion International, the Health Education Journal and
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the effect of information technology on interactions between companies.

Lynn MacFadyen is Senior Researcher in the Cancer Research UK-Funded Centre for Tobacco
Control Research at the University of Strathclyde. Her PhD examined the influence of tobacco
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Director of Canada Dry. During the past twenty years he has run seminars and workshops on
marketing planning in the UK, Europe, India, the Far East, Australasia and the USA. He has written
thirty-seven books, including the best-seller Marketing Plans: How to Prepare Them, How to Use Them
(Butterworth-Heinemann, fifth edition, 2002) and many of his papers have been published. His
current interests centre around IT in marketing, the development of expert systems in marketing,
and key account management.

Peter J. McGoldrick is the Professor of Retailing in the Manchester School of Management at
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1981), Marketing Applications of Operational Research Techniques (MCB University Press, 1981), Bank
Marketing Management (Macmillan, 1984), Industrial Salesforce Management (Croom Helm, 1986) and
Cases in Marketing of Services (with L. Moutinho, Addison-Wesley, 1994). His research interests are
in marketing of financial services and tourism. Professor Meidan has published over seventy
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Europe, Asia, America and Australia.

Luiz Moutinho, BA, MA, PhD, FCIM is Professor of Marketing, University of Glasgow Business
School. He completed his PhD at the University of Sheffield in 1982 and held posts at Cardiff
Business School, University of Wales College of Cardiff, Cleveland State University, Ohio, USA,
Northern Arizona University, USA and California State University, USA, as well as visiting
Professorship positions in New Zealand and Brazil. Between 1987 and 1989 he was the Director of
the Doctoral Programmes at the Confederation of Scottish Business Schools and at the Cardiff
Business School between 1993 and 1996. He is currently the Director of the Doctoral Programme at
the University of Glasgow Department of Business and Management. In addition to publishing
seventeen books and presenting papers at many international conferences, he also has had a vast
number of articles published in international journals. He is also a member of the Editorial Board
of several international academic journals. He has been a full Professor of Marketing since 1989 and
was appointed in 1996 to the Foundation Chair of Marketing at the University of Glasgow.

Lisa O'Malley, PhD is a Lecturer in Marketing at the University of Limerick. Lisa's main teaching
and research interests are in the areas of marketing theory, direct marketing and relationship
marketing. She has published widely on relationship marketing including articles in the Journal of
Marketing Management, the European Journal of Marketing, Service Industries Journal, Journal of Business
Research and Interactive Marketing. These include critical works on RM in mass consumer markets
as well as investigations on the role of relationships in professional services.

Stanley J. Paliwoda, BA, MSc, PhD, FCIM, FCMI, MIEx, ILT.M is Head of the Marketing Group and
Head of the Department of Commerce of the Birmingham Business School, The University of
Birmingham. He was previously Professor and Chair of Marketing at the University of Calgary,
Alberta, Canada. He continues to be Visiting Professor in Marketing at the Warsaw School of
Economics, Poland. He has a master’s degree from Bradford University, a PhD from Cranfield and
was previously with the University of Manchester Institute of Science and Technology. His interests
are primarily in international marketing focusing on market entry strategy, business-to-business
marketing strategy and marketing relationship management. He is a Fellow of the Chartered
Management Institute, a Fellow of the Chartered Institute of Marketing, a chartered marketer, a
professional member of the Institute of Export and a former examiner for their International
Marketing professional examinations. He is the author of seventeen books, some of which have
been translated into Spanish and Chinese. Books include International Marketing, now in its third
edition with Butterworth-Heinemann, 1998; Investing in Eastern Europe, Addison-Wesley/EIU
Books, 1995; and The International Marketing Reader, Routledge, 1995 (with John K. Ryans Jr). He is
founding author of The Journal of East—West Business published by Haworth Press, New York;
Canadian editor of the Journal of Marketing Management and is on the editorial board of eleven other
journals including: International Marketing Review; Asia-Pacific International Journal of Marketing;
Journal of Global Marketing; Journal of Euromarketing; International Business Review; Journal of
Qualitative Market Research.
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Adrian Palmer is Professor of Marketing at the University of Gloucestershire. Before joining
academia he held marketing management positions within the travel industry. In recent years he
has published extensively on the subject of relationship marketing and customer loyalty in
publications which include European Journal of Marketing, Journal of Marketing Management, Journal
of Services Marketing, International Business Review and Annals of Tourism Research. He is a member of
the editorial review board for Journal of Marketing Management, European Journal of Marketing and
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greening of management education. His books have been translated into languages included
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other research interests include innovations in sales promotion, social marketing, and corporate
social responsibility.
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consultant and management workshop speaker, and has worked with executives in many
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England. She has published in the British Medical Journal, Health Education Research and the Health
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degree in optics, and research into visual psychophysics, he was an arts administrator in the UK
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is the author of several books. His first, Inside Advertising, was published by the professional body,
the Institute of Practitioners in Advertising. He is the co-author of the Chartered Institute of Marketing
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Preface to the fifth edition

The fifth edition of The Marketing Book is a testimony to both the continuing demand for an
authoritative overview of the marketing discipline and the constantly changing nature of its subject
matter. First published in 1987 to coincide with the Editor’s appointment as the first academic
National Chairman of the Institute of Marketing, the original concept was:

To produce an authoritative handbook setting out the scope and nature of the marketing function, its
managerial applications and its contribution to corporate success.

To implement this concept, contributing authors were advised: “The Marketing Book should serve as
first point of reference for experienced practitioners and managers from other functions, and as an
introduction to those embarking on a career in marketing. In short, the kind of book which every
member and student of the Chartered Institute of Marketing will find relevant and useful.’

The fact that the book has been continuously in print for 15 years and is now in its fifth edition
is clear evidence that there is a continuing need for such a publication.

While it is unlikely anyone other than the Editor and Publisher would wish to make an analysis
of the content of successive editions, such a review would reveal that while some contributions
have changed very little others have been extensively updated, a few topics have been dropped and
a significant number of new ones added. In parallel, the list of contributing authors has also
changed markedly over the years. However, the present roll of contributors shares a common
feature with all the preceding editions — the authors are all leading experts in their fields. All have
published widely on the topics for which they are responsible and many of them have written one
or more definitive and widely used textbooks on the subject of their contribution. Another
distinctive feature is that all the authors, both academics and practitioners, are based in Britain, so
that the current collection reflects a British view of what is important and relevant in the theory and
practice of marketing. Obviously, this view recognizes and reflects international perspectives but,
in a subject where so much published work is written from a purely American point of view, I
consider it important that an alternative, albeit similar, interpretation be available.

Six chapters have been dropped from the last edition and eight new ones added. The chapters
that had to be left out from this new edition were ‘Environmental scanning’ by Douglas Brownlie,
‘The evolution and use of communication and information technology’ by Keith Fletcher,
‘Developing marketing information capabilities” by Nigel Piercy and Martin Evans, ‘Organizational
marketing’ by Dale Littler, ‘Marketing for non-profit organizations’ by Keith Blois, and ‘The
Internet: the direct route to growth and development’ by Jim Hamill and Sean Ennis. In every case
the reason for omitting these chapters is that their content is covered by other entries. Some of these
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are completely new and are evidence of the way in which the subject of marketing is developing,
while others mirror the incorporation of what were emerging areas into mainstream marketing. All
these chapters are, of course, still available in the fourth edition.

A number of chapters remain much the same as they appeared in the fourth edition. These
are:

Chapter 1 ~ ‘One more time — what is marketing?’ by Michael J. Baker

Chapter 4  ‘The basics of marketing strategy’ by Robin Wensley

Chapter 5  ‘Strategic marketing planning: theory and practice’ by Malcolm McDonald

Chapter 6  ‘Consumer decision making: process, level and style’ by Gordon R. Foxall

Chapter 8  ‘Marketing research’ by John Webb

Chapter 12 ‘New product development’ by Susan Hart

Chapter 13 ‘Pricing’ by Adamantios Diamantopoulos

Chapter 14 ‘Selling and sales management’ by Bill Donaldson

Chapter 18 ‘Sales promotion’ by Sue and Ken Peattie

Chapter 20 ‘Controlling marketing and the measurement of marketing effectiveness’ by Keith
Ward

Chapter 23 ‘The marketing of services’ by Adrian Palmer

Chapter 24 ‘International marketing — the issues’ by Stanley ]. Paliwoda

Chapter 27 ‘Social marketing’ by Lynn MacFadyen, Martine Stead and Gerard Hastings

Chapter 28 ‘Green marketing’ by Ken Peattie and Martin Charter

Chapter 29 ‘Marketing for small-to-medium enterprises’ by David Carson

Chapter 30 ‘Retailing’ by Peter J. McGoldrick

All these chapters have been updated with some new material, some quite radically, and more
recent references where appropriate. They all meet the criteria that they give a clear and
authoritative overview of their subject matter.

Given the strictures of my good friend and Publisher Tim Goodfellow not to exceed the limit
of 450 000 words for this edition, I shall confine my comments on the content of this edition mainly
to the new contributions or to those chapters that have been radically rewritten. That said, I should
explain why my own first chapter has been changed very little from earlier editions.

Chapter 1 is intended to provide an overview of the evolution of the modern marketing
concept as a foundation for the detailed examination of the more important topics associated with
the theory and practice of the discipline covered in the succeeding chapters. As it stands, the
content is little changed from earlier editions. Some might claim, with justification, that it represents
a conservative and conventional treatment of the subject. In my defence, I would argue that it still
provides essential background to a question — What is marketing? — that many marketers, both
academics and practitioners, regard as rhetorical. In doing so, and by failing to define clearly and
explicitly what are the origins, scope, nature and boundaries of our discipline, we then express
surprise when others claim ownership of theories and practices that marketers consider their own.
Obviously, the remainder of the book provides a detailed response to the question, but some kind
of general introduction is still seen as necessary.

Chapter 2 — ‘Postmodern marketing’ by Stephen Brown — is new to this edition and identifies
an important new trend in marketing thought. Since the Enlightenment of the eighteenth century,
the dominant model for research has been positivistic. The defining characteristic of positivism has
been a belief in the existence of an objective reality that can be defined, explained and understood
through the application of scientific methods. In turn, this belief has given rise to ‘modern’ society,
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of which mass production, mass consumption and modern marketing are major manifestations. It
would seem, therefore, that ‘postmodern” must refer to the nature of society that has or is likely to
evolve out of the ‘modern’ state. To establish if this is or is not the case, I invited one of the most
widely published and cited authorities on the subject — Stephen Brown — to contribute a chapter on
the subject. Its positioning immediately after my own attempts to define modern marketing is
deliberate.

It would be facile to try and summarize Stephen’s chapter. However, in my view it provides
one of the clearest expositions of what postmodern marketing is or is perceived to be. (It is also
written in his own distinctive and entertaining style.) Whether or not you are converted to this
perspective of marketing, it is important that you are aware of its defining characteristics as with
the more traditional views contained in Chapter 1.

Chapter 3 is also new and deals with a topic — relationship marketing — that has been widely
referred to in earlier editions (and in this edition). Several pages were given to the topic in my own
introductory chapter in the fourth edition and are retained in this edition. However, relationship
marketing (RM) has evolved to become the dominant paradigm in marketing and it is now
deserving of an entry of its own.

While there are many distinguished authors that might have been approached to contribute
this chapter, the choice of Lisa O’Malley and Caroline Tynan was an obvious one. In 2001, I had the
good fortune to act as an external examiner for Lisa’s doctoral thesis, supervised by Caroline. The
other examiner, Christian Gronroos, is recognized internationally as one of the founding fathers of
relationship marketing. Both of us were very impressed with Lisa’s review of the RM literature and
the new chapter is based on this.

As the authors make clear, relationship marketing has evolved over the past 25 years or so as
a reconceptualization of the transactional model of marketing, based upon the application of the
marketing mix to the marketing of mass-produced products to large, homogeneous consumer
markets. This model was seen to be inappropriate in industrial or business-to-business markets,
and also to the marketing of services, and a new approach based on the creation and maintenance
of relationships began to emerge. Accordingly, “The purpose of this chapter is to begin to describe
how the rich body of knowledge that is relationship marketing has come into being, what its major
underpinning theories are, what defining moments occurred, and what might shape its future’.

In my view, it accomplishes this in a clear and scholarly way. Plainly, having evolved from a
number of different, albeit complementary, research traditions, relationship marketing is not a
single monolithic concept — ‘Indeed, relationship marketing is less a coherent body of knowledge
and more a collection of loosely aligned understandings’. To know what these are, how they have
developed and how they might be applied in practice, this chapter is ‘must’ reading. And, for those
wishing to dig deeper, the References are an invaluable resource in their own right.

A new section and author have been added to Chapter 7 — ‘Business-to-business marketing:
organizational buying behaviour, relationships and networks’. The new author is Sheena Leek of
Birmingham Business School and the new section is entitled ‘Relationship management and
networks’. The latter addresses the sets of relationships that have come to be termed the ‘network
approach’. Issues of relationship portfolio analysis are also examined, although it is acknowledged
that practitioners will need to use insight and judgement in selecting from a growing number of
theoretical models. Several additions have also been made to the recommended reading list for
those wishing to pursue these issues further.

Chapter 10 — ‘Market segmentation” — first appeared in the third edition. As the author, Martin
Evans, points out in his introduction, while many aspects of segmentation have remained constant
there have been significant changes in practice. Information technology and new techniques have
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now made it possible to target individual customers with pinpoint accuracy, leading to more
personalized and often one-to-one communications (see Chapter 22 for more on this).

The chapter has been extensively revised to take account of these developments. In addition to
reviewing the more traditional methods for segmentation and targeting based upon demographics,
psychographics and geodemographics, Evans explores the fusion of personalized data which
permits biographical segmentation. Of particular value is consideration of the differences between
segmenting a ‘cold’ market from scratch and the application of the new methodologies to current
customer databases.

The use of segmentation data in the development of customer relationship management (CRM)
and relationship marketing is explored and should be considered in association with Chapters 3
and 19, which deal with these topics in greater detail.

Peter Doyle has completely rewritten his chapter (11) on ‘Managing the marketing mix’ to
show how the adoption of value-based approaches to management may transform what
traditionally has been a craft-based activity into a professional practice. In the past, marketing has
lacked influence in the boardroom due to its inability to justify its contribution to the overall success
of an organization — a failing epitomized by Lord Leverhume’s comment that ‘I know half my
advertising expenditure is wasted, the problem is I don’t know which half’. In a rigorous,
analytical, clinical but easily accessible way, Doyle explains how the concept of shareholder value
and the application of financial analysis techniques can be used to manage each of the elements of
the marketing mix effectively.

As he states in his summary: ‘Finally, shareholder value provides the vehicle for the marketing
professional to have an increasing impact in the boardroom. In the past, senior managers have often
discounted the recommendations of their marketing teams because the marketing mix and
strategies for investment have lacked a rational goal. Marketers have not had the framework for
translating marketing strategies into what counts for today’s top executives — maximizing
shareholder value. Value-based provides the tools for optimizing the marketing mix.’

This is a tour de force from one of the UK’s leading marketing academics and consultants that
will undoubtedly encourage many readers to access the extended treatment to be found in his
widely acclaimed book Value-based Marketing: Marketing Strategies for Corporate Growth and
Shareholder Value (Wiley, 2000).

While the subject of branding has appeared in every edition of the Marketing Book, Chapter 15
is completely new as a result of a change in authorship. For this edition Leslie de Chernatony has
taken over from Peter Doyle. Leslie is the author of a number of best-selling texts on branding, and
was an obvious choice to provide a comprehensive overview of current thinking and practice on the
subject.

In markets distinguished by hypercompetition it is becoming increasingly difficult to sustain
a competitive advantage through product differentiation. As a consequence, marketing commu-
nications have assumed an even more important role in enabling sellers to position themselves
effectively against competitors. To meet this challenge more traditional approaches emphasizing a
particular communication approach and techniques have given way to a more strategic method in
which a variety of communication disciplines are coordinated into an integrated procedure. This is
identified as integrated marketing communications (IMC) and is the subject of an entirely new
Chapter 16 by Tony Yeshin — an expert in the field.

As Yeshin points out: ‘If all other things are equal — or at least more or less so — then it is what
people think, feel and believe about a product and its competitors which will be important. Since
products in many areas will achieve parity or comparability in purely functional terms, it will be
the perceptual differences which consumers will use to discriminate between rival brands. Only




Preface to the fifth edition XXXVi

through the use of sustained and integrated marketing communication campaigns will manu-
facturers be able to achieve the differentiation they require.”

Having defined the nature and origins of IMC in some detail, Yeshin reviews the factors that
have precipitated the growing interest in the subject. The impact and benefits of IMC are then
spelled out followed by a detailed review of the organizational issues involved in developing an
integrated approach. Finally, the potential barriers to achieving IMC are discussed, as are the
international implications.

Chapter 17 — ‘Promotion” by Keith Crosier — has appeared in every edition of the Marketing
Book. For many of the reasons identified in the preceding chapter by Tony Yeshin, it is a subject in
what appears to the less knowledgeable to be in a state of constant flux. To cope with this, Keith has
to undertake substantially more revision than most of his fellow contributors. This he has done.

In revising the chapter, Keith has taken the opportunity to correct what he perceived to be an
imbalance towards advertising and sizeable chunks of certain sections have been deleted,
particularly the long description of the commission system. However, this is still covered well
through cross-referencing. There are numerous new references and the latest available statistics at
the time of going to press.

In previous editions Martin Christopher has contributed a chapter on the subject of ‘Customer
service and logistics strategy’. In this edition Martin is joined by his Cranfield colleague Adrian
Payne to offer an extensively reworked chapter entitled ‘Integrating customer relationship
management and supply chain management’. As the title implies, the focus is on the critical link
between customer relationship management (CRM) and supply chain management (SCM). Both
concepts are described in some detail prior to an analysis of how the two may be combined to
improve customer service and develop integrated market-driven strategies. The chapter builds
upon earlier contributions and demonstrates how marketing practice is evolving to meet the
challenge of new competitive forces.

Many of the changes identified by Martin Evans in his chapter on ‘Market segmentation’
pointed to the need for a new chapter dealing with direct marketing. Such a chapter has also been
anticipated in other chapters in which the emphasis upon relationships, interaction, information
technology and the Internet have highlighted the opportunity for direct contact between buyer and
seller. Who better to write such a chapter than Graeme McCorkell, past Chairman of the Institute
of Direct Marketing, author of a best-selling book on the subject and a consultant who has
introduced direct marketing into numerous leading organizations.

Attributing its origins to mail order as an alternative method of distribution, McCorkell
explains how the lessons learned from the direct distribution experience have enabled the
principles to be applied to every kind of business. Drawing on his extensive experience, and citing
numerous examples, McCorkell covers all aspects of direct marketing and then compares this with
interactive marketing, which he defines as direct marketing through new media. Clearly, these
media have created both threats and opportunities — both are clearly explained.

Whatever the medium, success in direct marketing depends upon the management of
information systems, and especially the components of response, measurement and continuity that
underpin the creation of databases. It is the database that lies at the heart of all effective direct
marketing systems, and data mining and data warehousing are discussed as contributors to the
database and the development of CRM systems. Finally, the importance of looking beyond the
customer information system, which only records actual customers, to the larger market from
which they are drawn is emphasized.

McCorkell’s chapter on direct and interactive marketing provides a natural introduction to
another new chapter by Dave Chaffey on e-marketing. Given the spectacular failure of a number of
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dotcom companies in recent years, there is a need for a critical appraisal of the potential of
e-marketing. This is provided by this chapter.

Opening with a set of clear definitions of various aspects of e-marketing, Chaffey then
identifies the key communications characteristics of digital media as the basis for determining how
these may be used to best effect. Once these are understood it is possible to develop an e-marketing
plan and Chaffey proposes using his SOSTAC framework which embraces Situation analysis,
Obijectives and Strategy, Tactics, Action and Control. This structure is broadly consistent with other
models of strategic marketing planning, as described by Malcolm McDonald in Chapter 5. Each of
these elements is discussed in detail.

Chaffey concludes that while a minority of businesses have converted extensively to the use of
the Internet, for most it simply represents another channel to the market. This chapter, and Dave
Chaffey’s textbooks from which it has been developed, provide comprehensive advice on how best
to incorporate the Internet into more effective marketing practice.

Finally, Chapter 26 by Sue Adkins is a completely new addition to The Marketing Book. Earlier
editions contained a chapter on ‘Marketing for non-profit organizations’ by Keith Blois and this
contains much useful advice of relevance for such organizations. For this edition it was decided to
take a more focused look at the application of marketing to specific causes and the result is ‘Cause-
related marketing: who cares wins’. Unfortunately, space limitations meant that the more broadly
based chapter had to be dropped but, of course, it is still available in the earlier editions.

As Adkins points out: ‘Around the world we are witnessing a drawing back of the state and
the process of deregulation, trade liberalization and the rapid internationalizing of markets. As state
funding reduces across the globe, a gap is developing between society’s needs and the
government’s or the state’s ability to provide for them.” One means of filling this gap is through
cause-related marketing. Cause-related marketing is defined by Business in the Community as ‘a
commercial activity by which businesses and charities or good causes form a partnership with each
other to market an image, product or service for mutual benefit’. Drawing on her extensive
experience and using a variety of case studies, Sue Adkins explains clearly what cause-related
marketing is, what are some of the critical success factors in developing effective programmes, and
specific advice on how readers may develop their own strategies and programmes.

Compiling a contributed book of this kind is not without its challenges. While it is true that if
you want to get something done you should ask a busy person, it is also true that busy people have
many compelling calls on their time and writing a chapter for a book may not be their top priority!
That said, I am greatly indebted to all the contributors who have, with great good humour,
responded to my pleas to meet pressing deadlines. I am also greatly indebted to my daughter Anne
Foy who, in addition to running Westburn Publishers, found the time to collate the chapters as they
came in and forward them to me as I travelled around the world, while giving nearly everyone the
impression that I was firmly anchored to my desk in Scotland. (Nearly everyone — she told Robin
Wensley I was on a beach in Fiji.)

Finally, I would like to thank my friends in the Department of Marketing, Monash University,
for allowing me to spend a Scottish winter with them and compile what I consider to be a
distillation of the best in British marketing. For any faults I accept total responsibility.

Michael J. Baker
Monash University
February 2002
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CHAPTER 1

One more time — what is
marketing?

MICHAEL ]J. BAKER

The enigma of marketing is that it is one of
man’s oldest activities and yet it is regarded as

the most recent of the business disciplines.
Michael J. Baker, Marketing: Theory and Practice,
1st Edn, Macmillan, 1976

Introduction

As a discipline, marketing is in the process of
transition from an art which is practised to a
profession with strong theoretical foundations.
In doing so it is following closely the precedents
set by professions such as medicine, architecture
and engineering, all of which have also been
practised for thousands of years and have built
up a wealth of descriptive information concern-
ing the art which has both chronicled and
advanced its evolution. At some juncture, how-
ever, continued progress demands a transition
from description to analysis, such as that
initiated by Harvey’s discovery of the circula-
tion of the blood. If marketing is to develop it,
too, must make the transition from art to applied
science and develop sound theoretical founda-
tions, mastery of which should become an
essential qualification for practice.

Adoption of this proposition is as threat-
ening to many of today’s marketers as the
establishment of the British Medical Association

was to the surgeon-barber. But, today, you
would not dream of going to a barber for medical
advice.

Of course, first aid will still be practised,
books on healthy living will feature on the best-
sellers list and harmless potions will be bought
over the counter in drug stores and pharmacies.
This is an amateur activity akin to much of what
passes for marketing in British industry. While
there was no threat of the cancer of competition
it might have sufficed, but once the Japanese,
Germans and others invade your markets you
are going to need much stronger medicine if you
are to survive. To do so you must have the
courage to face up to the reality that aggressive
competition can prove fatal, quickly; have the
necessary determination to resist rather than
succumb, and seek the best possible pro-
fessional advice and treatment to assist you.
Unfortunately, many people are unwilling to
face up to reality. Even more unfortunate, many
of the best minds and abilities are concentrated
on activities which support the essential func-
tions of an economy, by which we all survive,
but have come to believe that these can exist by
themselves independent of the manufacturing
heart. Bankers, financiers, politicians and civil
servants all fall into this category. As John
Harvey-Jones pointed out so eloquently in the
1986 David Dimbleby lecture, much of our
wealth is created by manufacturing industry
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and much of the output of service industries is
dependent upon manufactured products for its
continued existence. To assume service indus-
tries can replace manufacturing as the heart and
engine of economic growth is naive, to say the
least.

But merely to increase the size of manu-
facturing industry will not solve any of our
current problems. Indeed, the contraction and
decline of our manufacturing industry is not
directly attributable to government and the
City — it is largely due to the incompetence of
industry itself. Those that survive will
undoubtedly be the fittest and all will testify to
the importance of marketing as an essential
requirement for continued success.

However, none of this preamble addresses
the central question ‘What is marketing?” save
perhaps to suggest that it is a newly emerging
discipline inextricably linked with manufactur-
ing. But this latter link is of extreme importance
because in the evangelical excess of its original
statement in the early 1960s, marketing and
production were caricatured as antithetically
opposed to one another. Forty years later most
marketers have developed sufficient self-con-
fidence not to feel it necessary to ‘knock’ another
function to emphasize the importance and
relevance of their own. So, what is marketing?

Marketing is both a managerial orientation
— some would claim a business philosophy -
and a business function. To understand market-
ing it is essential to distinguish clearly between
the two.

Marketing as a managerial

orientation

Management ... the technique, practice, or

science of managing or controlling; the skilful

or resourceful use of materials, time, etc.
Collins Concise English Dictionary

Ever since people have lived and worked
together in groups there have been managers

concerned with solving the central economic
problem of maximizing satisfaction through the
utilization of scarce resources. If we trace the
course of economic development we find that
periods of rapid growth have followed changes
in the manner in which work is organized,
usually accompanied by changes in technology.
Thus from simple collecting and nomadic
communities we have progressed to hybrid
agricultural and collecting communities accom-
panied by the concept of the division of labour.
The division of labour increases output and
creates a need for exchange and enhances the
standard of living. Improved standards of
living result in more people and further increa-
ses in output accompanied by simple mech-
anization which culminates in a breakthrough
when the potential of the division of labour is
enhanced through task specialization. Task
specialization leads to the development of
teams of workers and to more sophisticated
and efficient mechanical devices and, with the
discovery of steam power, results in an indus-
trial revolution. A major feature of our own
industrial revolution (and that of most which
emulated it in the nineteenth century) is that
production becomes increasingly concentrated
in areas of natural advantage, that larger
production units develop and that special-
ization increases as the potential for economies
of scale and efficiency are exploited.

At least two consequences deserve special
mention. First, economic growth fuels itself as
improvements in living standards result in
population growth which increases demand
and lends impetus to increases in output and
productivity. Second, concentration and special-
ization result in producer and consumer becom-
ing increasingly distant from one another (both
physically and psychologically) and require the
development of new channels of distribution
and communication to bridge this gap.

What of the managers responsible for the
direction and control of this enormous diversity
of human effort? By and large, it seems safe to
assume that they were (and are) motivated
essentially by (an occasionally enlightened)
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self-interest. Given the enormity and self-evi-
dent nature of unsatisfied demand and the
distribution of purchasing power, it is unsur-
prising that most managers concentrated on
making more for less and that to do so they
pursued vigorously policies of standardization
and mass production. Thus the first half of the
twentieth century was characterized in the
advanced industrialized economies of the West
by mass production and mass consumption —
usually described as a production orientation
and a consumer society. But changes were
occurring in both.

On the supply side the enormous concen-
tration of wealth and power in super-corpora-
tions had led to legislation to limit the
influence of cartels and monopolies. An obvi-
ous consequence of this was to encourage
diversification. Second, the accelerating pace
of technological and organizational innovation
began to catch up with and even overtake the
natural growth in demand due to population
increases. Faced with stagnant markets and
the spectre of price competition, producers
sought to stimulate demand through increased
selling efforts. To succeed, however, one must
be able to offer some tangible benefit which
will distinguish one supplier’s product from
another’s. If all products are perceived as
being the same then price becomes the distin-
guishing feature and the supplier becomes a
price taker, thus having to relinquish the
important managerial function of exercising
control. Faced with such an impasse the real
manager recognizes that salvation (and con-
trol) will be achieved through a policy of
product differentiation. Preferably this will be
achieved through the manufacture of a prod-
uct which is physically different in some
objective way from competitive offerings but,
if this is not possible, then subjective benefits
must be created through service, advertising
and promotional efforts.

With the growth of product differentiation
and promotional activity social commentators
began to complain about the materialistic nature
of society and question its value. Perhaps the

earliest manifestation of the consumerist move-
ment of the 1950s and 1960s is to be found in
Edwin Chamberlin and Joan Robinson’s articu-
lation of the concept of imperfect competition
in the 1930s. Hitherto, economists had argued
that economic welfare would be maximized
through perfect competition in which supply
and demand would be brought into equilib-
rium through the price mechanism. Clearly, as
producers struggled to avoid becoming vir-
tually passive pawns of market forces they
declined to accept the ‘rules’ of perfect competi-
tion and it was this behaviour which was
described by Chamberlin and Robinson under
the pejorative title of ‘imperfect’ competition.
Shades of the ‘hidden persuaders’ and ‘waste
makers’ to come.

The outbreak of war and the reconstruction
which followed delayed the first clear state-
ment of the managerial approach which was to
displace the production orientation. It was not
to be selling and a sales orientation, for these
can only be a temporary and transitional
strategy in which one buys time in which to
disengage from past practices, reform and
regroup and then move on to the offensive
again. The Americans appreciated this in the
1950s, the West Germans and Japanese in the
1960s, the British, belatedly in the late 1970s
(until the mid-1970s nearly all our commercial
heroes were sales people, not marketers — hence
their problems — Stokes, Bloom, Laker). The real
solution is marketing.

Marketing myopia — a watershed

If one had to pick a single event which marked
the watershed between the production/sales
approach to business and the emergence of a
marketing orientation then most marketing
scholars would probably choose the publica-
tion of Theodore Levitt's article entitled "Mar-
keting myopia’ in the July—August 1960 issue
of the Harvard Business Review.
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Building upon the trenchant statement
‘The history of every dead and dying “growth”
industry shows a self-deceiving cycle of bounti-
ful expansion and undetected decay’, Levitt
proposed the thesis that declining or defunct
industries got into such a state because they
were product orientated rather than customer
orientated. As a result, the concept of their
business was defined too narrowly. Thus the
railroads failed to perceive that they were and
are in the transportation business, and so
allowed new forms of transport to woo their
customers away from them. Similarly, the
Hollywood movie moguls ignored the threat of
television until it was almost too late because
they saw themselves as being in the cinema
industry rather than the entertainment
business.

Levitt proposes four factors which make
such a cycle inevitable:

I A belief in growth as a natural consequence of
an expanding and increasingly affluent
population.

2 A belief that there is no competitive substitute
for the industry’s major product.

3 A pursuit of the economies of scale through
mass production in the belief that lower unit
cost will automatically lead to higher
consumption and bigger overall profits.

4 Preoccupation with the potential of research
and development (R&D) to the neglect of
market needs (i.e. a technology push rather
than market pull approach).

Belief number two has never been true but,
until very recently, there was good reason to
subscribe to the other three propositions.
Despite Malthus’s gloomy prognostications in
the eighteenth century the world’s population
has continued to grow exponentially; most of
the world’s most successful corporations see
the pursuit of market share as their primary
goal, and most radical innovations are the
result of basic R&D rather than product engi-
neering to meet consumer needs. Certainly the
dead and dying industries which Levitt

referred to in his analysis were entitled to
consider these three factors as reasonable
assumptions on which to develop a strategy.

In this, then, Levitt was anticipating rather
than analysing but, in doing so, he was build-
ing upon perhaps the most widely known yet
most misunderstood theoretical construct in
marketing — the concept of the product life
cycle (PLO).

The PLC concept draws an analogy
between biological life cycles and the pattern of
sales growth exhibited by successful products.
In doing so it distinguishes four basic stages in
the life of the product: introduction; growth;
maturity; and decline (see Figure 1.1).

Thus at birth or first introduction to the
market a new product initially makes slow
progress as people have to be made aware of its
existence and only the bold and innovative will
seek to try it as a substitute for the established
product which the new one is seeking to
improve on or displace. Clearly, there will be a
strong relationship between how much better
the new product is, and how easy it is for users
to accept this and the speed at which it will be
taken up. But, as a generalization, progress is
slow.

However, as people take up the new
product they will talk about it and make it more
visible to non-users and reduce the perceived

Growth Decline

Introduction

Maturity

Sales (cumulative)

Figure I.1 The product life cycle
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risk seen in any innovation. As a consequence, a
contagion or bandwagon effect will be initiated
as consumers seek to obtain supplies of the new
product and producers, recognizing the trend,
switch over to making the new product in place
of the old. The result is exponential growth.

Ultimately, however, all markets are finite
and sales will level off as the market becomes
saturated. Thereafter sales will settle down at a
level which reflects new entrants to the market
plus replacement/repeat purchase sales which
constitutes the mature phase of the PLC. It is
this phase which Levitt rightly characterizes as
self-deceiving. Following the pangs of birth
and introduction and the frenetic competitive
struggle when demand took off, is it surprising
that producers relax and perhaps become com-
placent when they are the established leaders in
mature and profitable markets? But consumers,
like producers, are motivated by self-interest
rather than loyalty and will be quite willing to
switch their allegiance if another new product
comes along which offers advantages not pres-
ent in the existing offering. Recognition of this
represents a market opportunity for other
innovators and entrepreneurs which they will
seek to exploit by introducing their own new
product and so initiating another new PLC
while bringing to an end that of the product to
be displaced.

The import of the PLC is quite simple, but
frequently forgotten — change is inevitable. Its
misunderstanding and misuse arise from the fact
that people try to use it as a specific predictive
device. Clearly, this is as misconceived as trying
to guess the identity of a biological organism
from the representation of a life cycle curve
which applies equally to gnats and elephants.

Life cycles and evolution

As noted earlier, the PLC concept is based upon
biological life cycles and this raises the question
as to whether one can further extend the
analogy from the specific level of the growth of

organisms and products to the general case of
the evolution of species and economies. At a
conceptual level this seems both possible and
worthwhile.

Consider the case of a very simple organ-
ism which reproduces by cell division placed
into a bounded environment — a sealed test tube
containing nutrients necessary for the cell’s
existence. As the cell divides the population
will grow exponentially, even allowing for the
fact that some cells will die for whatever
reason, up to the point when the colony reaches
a ceiling to further growth imposed by its
bounded environment. What happens next
closely parallels what happens in product life
cycles, industry life cycles and overall eco-
nomic cycles — a strong reaction sets in. Dis-
cussing this in a biological context, Derek de
Solla Price cites a number of ways in which an
exponentially growing phenomenon will seek
to avoid a reduction in growth as it nears its
ceiling. Two of these, ‘escalation’, and ‘loss of
definition’, seem particularly relevant in an
economic context.

In the case of escalation, modification of
the original takes place at or near the point of
inflection and ‘... a new logistic curve rises
phoenix-like on the ashes of the old’. In other
words, the cell modifies itself so that it can
prosper and survive despite the constraints
which had impeded its immediate predecessor.
In marketing, such a phenomenon is apparent
in a strategy of product rejuvenation in which
either new uses or new customers are found to
revitalize demand.

In many cases, however, it is not possible
to ‘raise the ceiling’ through modification and
the cell, or whatever, will begin to oscillate
wildly in an attempt to avoid the inevitable (the
‘hausse’ in the economic cycle which precedes
crisis and depression). As a result of these
oscillations the phenomenon may become so
changed as to be unrecognizable, i.e. it mutates
or diversifies and recommences life in an
entirely new guise. Alternatively, the phenom-
enon may accept the inevitable, smoothing out
the oscillations and settling in equilibrium at a
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stable limit or, under different circumstances,
slowly decline to nothing.

Over time, therefore, civilizations (and
economies) rise and fall but the overall progres-
sion is upwards and characterized by periods
of rapid development and/or stability when
conditions are favourable and of decline when
they are not. Observation would also seem to
suggest that not only is change inevitable but
that its pace is accelerating.

While it is often difficult to analyse the
major causes and likely effect of major struc-
tural change when one is living in the midst of
it, it seems likely that future historians will
regard the 1960s and 1970s as a period of
hausse in our economic and social evolution.
Certainly economic forecasters are inclined in
this direction through their interest in ‘the long
wave’ or Kondratieff cycle in economic devel-
opment. Similarly, management writers of the
standing of Drucker talk of ‘turbulence” while
Toffler speaks of the third wave which will
bring about Galbraith’s post-industrial society.

And what has this to do with marketing?
Quite simply, everything. For the past two
hundred years the advanced industrial econo-
mies have prospered because the nature of
demand has been basic and obvious and
entrepreneurs have been able to devote their
energies to producing as much as possible for
as little as possible. But, in a materialistic
society, basic demand for standardized and
undifferentiated products has become satur-
ated and the ability to off-load surpluses onto
Third World developing economies is limited
by their inability to pay for these surpluses.
Product differentiation and an emphasis upon
selling provide temporary respite from the
imbalance but the accelerating pace of techno-
logical change rapidly outruns these. Indeed, in
the short run the substitution of technology for
unskilled and semi-skilled labour has resulted
in a rich working population, with much higher
discretionary purchasing power than ever
before, and a poor, unemployed and aging
sector with limited or no discretionary purchas-
ing power at all.

All the indications would seem to point to
the fact that we are in an age of transition
from one order to another. In terms of per-
sonal aspirations many people are growing
out of materialism and want, in Maslow’s
terminology, to ‘self-actualize’ or ‘do their
own thing’. As a consequence we are moving
towards a post-industrial, post-mass consump-
tion society which is concerned with quality
not quantity and the individual rather than
the mass. To cope with this we need a com-
plete rethink of our attitudes to production,
distribution and consumption and it is this
which marketing offers.

Marketing starts with the market and the
consumer. It recognizes that in a consumer
democracy money votes are cast daily and that
to win those votes you need to offer either a
better product at the same price or the same
product at a lower price than your competitors.
Price is objective and tangible but what is ‘a
better product’? Only one person can tell you —
the consumer. It follows, therefore, that a
marketing orientation starts and ends with
consumers and requires one to make what one
can sell rather than struggle to sell what one
can make. But marketing is not a philanthropic
exercise in which producers give away their
goods. Indeed, the long-run interest of the
consumer requires that they do not, for other-
wise as with eating the seed corn, we will
eventually finish up with nothing at all. Pro-
ducers are entitled to profits and the more
value they add and the greater the satisfaction
they deliver, the more the customer will be
prepared to pay for this greater satisfaction.
Marketing therefore is all about mutually sat-
isfying exchange relationships for which the
catalyst is the producer’s attempt to define and
satisfy the customer’s need better.

Marketing misunderstood

The emphasis thus far, and of the chapter as a
whole, has been upon the need for a new
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approach to managing production and dis-
tribution in response to major environmental
changes. The solution proposed is the adoption
of a marketing orientation which puts the
customer at the beginning rather than the end
of the production—consumption cycle. To do so
requires a fundamental shift of attitude on the
part of all those concerned with production and
consumption. Unfortunately, while this concept
seems both simple and obvious to those who
have subscribed to it there is ample evidence
that it is widely misunderstood and hence
misapplied.

In 1970, Charles Ames drew attention to
this in an article in the Harvard Business Review
entitled “Trappings versus substance in indus-
trial marketing’. The thesis of this was that
industrial companies that complained market-
ing was not working for them as it appeared to
do so for the consumer good companies had
only themselves to blame as they had not
understood the substance of the marketing
concept but had merely adopted some of its
superficial trappings. At worst, they had
merely changed the name of their personnel
from ‘sales’ to ‘marketing’.

More recently in the Journal of Marketing
Management (1985), Stephen King diagnosed at
least four different misinterpretations of mar-
keting in the UK as follows:

| Thrust marketing — this occurs when the sales
managers change their name to marketing
managers. But the emphasis is still upon selling
what we can make with an emphasis upon
price and cost cutting but little attention to
fitness for purpose, quality and value for
money. In other words, it ignores what the
customer really wants.

2 Marketing department marketing — indicated by
the establishment of a bolt-on specialized
department intended to remedy the lack of
customer understanding. Some improvement
followed in markets where change was slow
and gradual but it did not address the critical
areas where radical innovation was called for.
A sort of fine tuning’ of the customer service

function but based on existing products and
customers.

3 Accountants marketing — prevalent where chief
executive officers have no direct experience of
selling or marketing and concentrate upon
short-term returns to the neglect of long-run
survival. This approach was pungently criticized
by Hayes and Abernathy in their 1980 Harvard
Business Review article ‘Managing our way to
economic decline’, which has been echoed
many times since. Accountants marketing
neglects investment in R&D, manufacturing and
marketing and leads to a vicious downward
spiral.

4 Formula marketing — in which control is seen as
more important than innovation. This
emphasizes sticking to the tried and true and
reflects a risk-averse strategy. It appears
professional (many MBAs) and concentrates on
managing facts and information but its
consumer research bias tends to tell you more
about the past than the future.

Failure of these approaches suggests that
real marketing has four essential features:

Start with the customer.

A long-run perspective.

Full use of all the company’s resources.
Innovation.

The marketing function

From the foregoing it is clear that without
commitment to the concept there is little like-
lihood that the marketing function will be
executed effectively. It is also clear that the size
and nature of the marketing function will vary
enormously according to the nature of the
company or organization and the markets
which it serves.

Basically, the marketing function is respon-
sible for the management of the marketing mix
which, at its simplest, is summarized by the
four Ps of product, price, place and promotion.

Awpnp —
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While much more elaborate formulations con-
taining a dozen or more elements are to be
found in the marketing textbooks such fine
distinctions are not central to the present
inquiry into the nature of marketing. As a
function marketing has as many quirks and
mysteries as research and development, finance
and production but the important point to
establish here is that the adoption of a market-
ing orientation does not mean nor require that
the marketing function should be seen as the
largest or the most important. In fact, in a truly
marketing-orientated organization the need for
a specialized marketing function is probably far
less than it is in a sales- or production-
dominated company. Appreciation of this fact
would do much to disarm the resistance of
other functional specialists who equate the
adoption of a marketing orientation with a
diminution in their own organizational status
and influence.

Ideally, of course, such functional divisions
would not exist. Perhaps, if everyone were
marketing orientated would they disappear to
our continuing competitive advantage?

During the late 1980s and early 1990s there
was considerable evidence to suggest that the
marketing orientation had become so widely
accepted that commentators were beginning to
question the need for a separate marketing
function to assume responsibility for it. Market-
ing’s ‘mid-life crisis’ caused more than a frisson
of anxiety amongst marketing academics and
practitioners alike!

In retrospect it seems that the collapse of
communism in the late 1980s had a significant
effect on managerial perceptions of marketing
and highlighted the need to reconsider its role
and function. During the years following World
War II, politics and economics were dominated
by the ‘super powers’ — the USA and the Soviet
Union — each of which represented a quite
different ideology and approach to economic
organization — capitalism and communism. An
essential difference between the two is that the
former believes in and encourages competition
in free markets while the latter is founded on

central control and an absence of competition in
the marketplace.

The fall of the Berlin Wall and the disin-
tegration of the Soviet Union which followed it
would seem to confirm the view that competi-
tion is necessary to encourage change and
progress. But the collapse of communism cre-
ated the kind of dilemma addressed by Cham-
berlin and Robinson in the 1930s which led to
the articulation of the theory of imperfect
competition. Prior to this economists had
focused analysis on the polar opposites of
monopoly (no competition) and perfect com-
petition with only limited attention given to
intermediate conditions such as oligopoly.
Clearly, there are many degrees of competition
in the real world which lie between the polar
extremes and it was these that came to be
designated as imperfect.

The analogy may be extended if one
considers communism to represent monopoly
and the ‘free” market as perfect competition. It
was against this background that the dominant
model of competition post-1950 was modelled
on the United States and gave rise to what we
now distinguish as the marketing management
paradigm immortalized in Levitt's (1960) art-
icle, ‘Marketing myopia’, McCarthy’s 4Ps and
Kotler’s seminal (1967) Marketing Management:
Analysis, Planning and Control. Because of its
primacy few gave much attention to free
markets subject to varying degrees of regula-
tion despite the fact that these probably, like
imperfect competition, represented the major-
ity. All that was to change in 1989!

In a penetrating analysis entitled Capital-
isme contre Capitalisme Michel Albert (1991)
pointed out that there is no single, monolithic
definition of capitalism just as there is no single
model of competition. Dussart (1994) elaborated
on this and contrasted the American, Friedma-
nite model of unfettered competition practised
in the USA and UK (Anglo-Saxon competition)
with a modified form to be found in many social
democracies in which a degree of market control
is exercised by the state to moderate the excesses
of big business. This Alpine/Germanic model of
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competition is strongly associated with most
West European economies, and also with Japan
and the ‘tiger’ economies of South East Asia,
most of which have achieved a consistently
better economic performance than the USA and
UK since 1950.

The essential difference between the Anglo-
Saxon/marketing management approach and
the Alpine/Germanic style of competition is
that the former takes a short-term, zero-sum
adversarial view based on one-off transactions
while the later adopts a long-term perspective
which promotes win—win relationships.

Relationship marketing

According to Moller and Halinen-Kaila (1997)
relationship marketing or RM was the ‘hot
topic’ of the marketing discipline during the
1990s, but ‘the rhetoric is often characterized
more by elegance than by rigorous examination
of the actual contents’ (p. 2/3). The debate
raises at least four critical questions:

I Will RM replace the traditional marketing
management school?

2 Will RM make marketing management theory
obsolete?

3 Is RM a completely new theory, or does it
derive from older traditions?

4 Do we need different theories of RM
depending on the type of exchange
relationships?

Moller and Halinen-Kaila seek to answer
these questions. In doing so they stress the need
to look back as well as forward and link new
ideas with existing knowledge. They see the
current interest in RM as deriving from four
basic sources — marketing channels, business-
to-business marketing (interorganizational
marketing), services marketing and direct and
database marketing (consumer marketing).

The dominant marketing management
paradigm founded on the manipulation of the

mix began to be questioned in the 1970s as it
provided an inadequate explanation of the
marketing of services. Such a challenge was
unsurprising given that services had become
the largest sector in the advanced industrial
economies. Specifically, services marketing
calls for recognition of both buyer and seller in
the exchange process. Developments in infor-
mation technology during the 1980s made it
possible to both model and operationalize
individual relationships through the use of
databases.

However, the different research approa-
ches are derived from different perspectives
and conceptual frames of reference and provide
only partial explanations which have yet to be
synthesized and integrated into a holistic meta-
theory. Metatheory is derived from meta analy-
sis which follows one of two closely related
approaches — profiling or typology develop-
ment. The latter tends to be abstract, the former
descriptive, and it is this procedure which is
followed by Moller and Halinen-Kaila who
develop a detailed comparison matrix in which
they examine the four traditions specified
earlier across a number of dimensions, as
illustrated in Table 1.1. While the authors
acknowledge that such a matrix glosses over
many details, none the less it provides useful
generalization of the ways in which the differ-
ent research traditions handle exchange rela-
tionships. To reduce the complexity of their
comparison matrix with its four traditions, the
authors collapse these into two categories —
consumer and interorganizational relationships
— and summarize their salient characteristics as
in Table 1.1.

Although relationships are recognized as
existing on a continuum in terms of close-
ness/involvement of the parties, the definition
of the two categories is seen as helpful in
‘anchoring’ the ends of this continuum. This
distinction is reinforced when one considers
the different viewpoint or perspective taken
in terms of the underlying assumptions on
which consumer and interorganizational rela-
tionships have been evaluated — the former




Table I.1

Comparison matrix of research approaches to marketing exchange relationships

Questions asked

Disciplinary
background

World view and
assumptions
about
relationships

distant and generally comprising
discrete transactions over time,
handled through customized
mass communication.

How to provide value for the
customer, how to develop loyal
customers, how to adapt
marketing activities along the
customer’s life cycle, how to
retain customers?

No disciplinary background;
driven by information
technology, marketing
communication applications,
and consultants.

Pragmatic — no explicit
assumptions; implicitly assumes
competitive markets of
customers; S-O-R view with

influenced through other marketing
activities. Earlier a strong focus on
the service encounter, later
expanded to include the life cycle of
relationships.

How to provide value and perceived
quality for the customer, how to
manage service encounters, how to
create and manage customer
relationships?

No clear disciplinary background
early phase a response to ‘traditional
marketing management’, later
consumer behaviour applications,
human resource perspective and
general management outlook.
Empirically — and theory-driven with
heavy managerial orientation.

Primarily the management
perspective; dyadic interactive
relationship but customers often
seen as objects; i.e., the marketer is

economic exchange and use of
power. Actors are dependent on
each other and behave reciprocally.

What forms of governance are
efficient for what types of channel
relationships? How is the use of
power related to relationship
efficiency? How can the more
dependent party safeguard against
the dominant party? In what way is
the dyadic relationship contingent
on the larger channel context?

Primarily theory-driven, attempts to
combine the economic and political
aspects (power, dependency) of
channels. The tradition relies on
transaction cost theory, relational
law, social exchange theory, political
economy, power and conflict in
organizational sociology.

Both parties can be active and
reciprocally interdependent; the
basic interest is in economic
exchange and its efficiency. The

Research  Database and direct consumer Services marketing Channel relationships Interaction and networks
tradition  marketing
Characteristics
Basic goals Enhance marketing efficiency Explain and understand services Theoretical goal; explain governance  Three interrelated sets of goals: (i)
through better targeting of marketing relationships and services structures and dyadic behaviour in Understand and explain
marketing activities, especially management. Managerial goal: the channel context. Normative interorganizational exchange behaviour
marketing communications — enhance the efficiency of managing goal: determine efficient relational and relationship development at a
channels and messages. Strong customer encounters and customer forms between channel members. dyadic level in a network context: (ii)
managerial emphasis, integrated  relationships through managing the understand how nets of relationships
marketing communications perceived quality of the service offer between actors evolve, and (jii)
(IMC) an important agenda. and relationship. understand how markets function and
evolve from a network perspective.
Managerial goal: gain a more valid view
of reality through network theory.
View of Organization-personal Personal customer relationships Interorganizational business Relationships exist between different
relationship customer relationships, often attended by service personnel and relationships characterized by types of actors: firms, government and

research agencies, individual actors.
Not only goods, but all kinds of
resources are exchanged through
relationships. Relationships are seen as
vehicles for accessing and controlling
resources, and creating new resources.

How are relationships created and
managed; how do nets of relationships
evolve, how can an actor manage
these relationships and create a
position in a net?

Both empirically- and theory driven;
earlier influenced by channels
research, organizational buying
behaviour, resource dependency
theory, social exchange theory and
institutional economics; later by
institutional theory, dynamic industrial
economics, organizational sociology
and resource-based theory.

Depending on the research goals, the
relationship perspective can be dyadic,
focal firm or network type. Any actor
can be active, actors are generally




Topics/concepts
important for
RM

Level/unfit of
analysis and
contextuality

Time
orientation,
focus on
structure vs.
process

Methodological
orientation

feedback the marketer is active,
plans the offers and
communications on the basis of
customer status (profile) and
feedback. Relatively weak
dependency between buyer and
seller; as the goods exchanged
are relatively substitutable and
many buyers and sellers exist.

Customer retention, share of
customer, database as a device
for managing direct
communications, integrated use
of channels.

Individual consumer, a group of
consumers (segment); in
applications customers are
practically always aggregated
into groups (segments). No
conscious assumptions about
the contextuality of the
customer relationships; the
competitive situation is the
general contextuality
perspective.

Rhetoric emphasizes the long-
term view, no published tools
for handling long-term issues of
relationships. The focus is on
the content of a customer
profile, little emphasis/
conceptual effort on tackling
the dynamism of customer
development.

No conscious methodology,
primarily cross-sectional
analysis of survey data and
customer databases.

generally the active party.
Interdependence between the seller
and the customer varies from weak
to relatively strong. The basic
service is often relatively
substitutable, but the service
relationship can be differentiated and
individualized

Service encounters, experience &
expectations, service & relationship
quality, life-time value of the
customer, internal marketing,
empowerment of personnel.

Individual customer, group or
segment, service provider—client
relationship. Little emphasis on
contextuality, sometimes the history
of a relationship is emphasized —
generally handled through
‘experience’; generally implicit
assumption about the market as the
dominant environmental form.

Earlier emphasis on short-term
encounters, now shifting to a more
enduring relational perspective. The
process aspect is evident, but
empirical research is primarily on
the content of relationship
characteristics.

Divided methodology; North
American emphasis on explanation
through hypothesis testing by
multivariate analysis; Nordic
emphasis on understanding through
qualitative research.

relationship is unique, its
substitutability depends on the
availability of alternative buyers and
sellers and the amount of switching
costs related to relationship-specific
investments.

Bases of power, uses of power and
conflict behaviour, interdependence,
goal congruity, decision domains,
environmental influence on dyadic
behaviour, transaction-specific
investments, switching costs, dyadic
governance, dyad outcomes:
efficiency, satisfaction, relational
norms.

Firm, dyadic relationship in the
channel context. Contingency
perspective: dyadic behaviour and
efficient forms of governance are
dependent on the channel context.
Well developed ‘environment’
theory.

Emphasis on efficient forms of
channel relationships ranging from
market-like transactions to long-
term reciprocal relationships.
Theoretically dynamic, but the
majority of empirical research is
static; the focus is on structure not
process.

Hypothetical — deductive reasoning,
explanation through hypothesis
testing by multivariate analysis.

seen as subjects. There is often
relatively strong interdependency
between actors, caused by
heterogeneity of resources which
makes substitution difficult.

Interaction processes, adaptation and
investments into relationships, phases
of relationships, actor bonds, resource
ties, activity chains and relationship
outcomes; nets and networks of
relationships; network dynamics and
embeddedness.

Actor (organization, person), dyadic
relationship, net of relationships.
Transactions are episodes in the long-
term relationship. The emphasis is on
the embeddedness of relationships in
nets and networks, and their history —
no understanding of the present
situation without history.

Time is an essential phenomenon.
Dynamic perspective, focus on both
structure (content) and processes
(how dyads, nets, and networks
evolve).

Divided methodology, European
emphasis (IMP Group) on
understanding through historical case
analysis; North American emphasis on
explanation through hypothesis testing
by multivariate analysis (this is
primarily limited to dyads).

Source: Moller and Halinen-Kaila (1997, p. 10).
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following a market perspective, the latter a
network/systemic perspective.

In identifying two distinct streams of
thought within the RM literature Moller and
Halinen-Kaila recognize that they may be
‘swimming against the fashionable stream of
RM as the general marketing theory rhetoric!
(p. 16). If so, they are not alone as Mattsson
(1997) is clearly of a similar opinion as is the
author for, otherwise, he would have promoted
an alternative perspective. That said, by adopt-
ing the Moller and Halinen-Kaila approach and
identifying the key characteristics of the differ-
ent schools of thought, it becomes possible to
recognize both similarities and differences in
much the same way that the concepts of pure
competition and monopoly enabled the emer-
gence of a theory of imperfect competition
which reflects messy reality rather than theoret-
ical purity. As Moller and Halinen-Kaila point
out, the key managerial challenge in both forms
of RM is how to manage a portfolio of exchange
relationships. Within the domain of consumer
or ‘limited’ relationship marketing, numerous
approaches and techniques have evolved
which are highly relevant to addressing this
problem. Indeed, with the developments in
information technology in recent years many of
these have become of practical rather than
theoretical interest. We should not lightly dis-
card these methods.

In the domain of interorganizational rela-
tionships their complexity is likely to limit the
extent to which ‘packaged’ solutions may be
applied. While useful generalizations will
have an important role to play, the situation-
specific nature of most problems will continue
to require decision-makers to use experience
and judgement in coming up with effective
solutions.

In this introductory chapter we have attempted
to trace the evolution of exchange relationships

and provide at least a partial answer to the
question ‘What is marketing?’ In the process we
have established that exchange is at the very
heart of human development in both economic
and social terms. Until recently, however, the
desirability of enhancing consumer satisfaction
through the provision of more and better goods
and services has been so self-evident that little
consideration has been given as to how to
define ‘more’” and ‘better’, or the processes by
which such evaluations are made. As Adam
Smith observed in his Wealth of Nations (1776),
‘Consumption is the sole end and purpose of
production’. Having stated the obvious the
remainder of his great work is devoted wholly
to issues of improving supply with no con-
sideration of demand per se.

As we have seen, it is only with the
stabilization of populations in advanced
economies, and the continuous and accelerat-
ing improvements in productivity attributable
to technological innovation, that a preoccupa-
tion with supply side problems has given way
to demand side considerations. Modern mar-
keting, dating from the 1950s, reflects this
transition. But, as we have attempted to show,
the marketing management model which
emerged was itself a purely transitional
response to managing the changing balance
between sellers and buyers. Initially, the mar-
keting management model was concerned
with what sellers needed to do to retain
control over the transaction, with consumers
seen as passive participants in the process.
With the evolution of service dominated
economies, so the balance of power changed
and supply was now seen to be subservient to
demand and consumer sovereignty.

As we noted in the last edition prepared
in 1998, the problem with the change in
emphasis is that it still sees exchange as a
zero-sum game. While buyers are winners,
sellers are losers! As predicted then, the dan-
gers of this adversarial approach to exchange
are readily apparent, especially in the manu-
facturing sector, where the greatest potential
for growth and added value exist. Thus, the
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outsourcing of manufacturing by the wealthier
economies to the newly industrializing coun-
tries has tended to exaggerate rather than reduce
the unequal distribution of wealth between
these economies. But, at the same time, it has led
to unemployment in these wealthier economies,
stagnating demand and recession — a recession
that is global in its impact.

This gloomy scenario is compounded
when one recognizes that the concentration of
much of the world’s wealth in the hands of a
minority of the world’s population was
undoubtedly a factor in the horrific events of
September 11th. 2001. While it would be overly
simplistic to attribute these events solely to
envy and resentment of the disproportionate
consumption of resources by the American
people, it is clear that Americans, and others,
are having difficulty in adjusting to the fact that
such win-lose situations engender such feel-
ings among the ‘losers’.

What is needed is a proper appreciation of
the true marketing concept of exchange based
on mutually satisfying relationships in which both
parties get what they want — a true win-win
situation. Such a concept reflects the ‘Golden
Rule’ central to most religious ideologies — ‘Do
unto others as you would be done by’. While it
would be unrealistic to expect those enjoying
high standards of living to reduce these radi-
cally overnight, it should not be impossible to
promote a more equitable global society by
encouraging the win-win outcomes advocated
by the marketing concept and its emphasis on
mutually satisfying relationships.

In our view, implementation of this con-
cept/orientation demands the existence of a
marketing function and the management of the
marketing mix. The remainder of The Marketing
Book draws on the expertise of leading thinkers
and practitioners to see how we might achieve
this desired state.
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CHAPTER 2

Postmodern marketing:
everything must go!

STEPHEN BROWN

Grand opening offer

What on earth does ‘postmodern’ mean? A
very good question, and one that is not easily
answered, because the word, many believe, is
as meaningless as it is ubiquitous. It is a word
that has been applied to everything from
making love (over the Internet, by means of
teledildonic body suits) to making war (as in
the Gulf or Kosovo, where virtual attacks are
mounted and western casualties avoided at all
costs). What’s worse, the word has attracted the
anoraks of this world, like legendary moths to a
proverbial flame, all determined to define the
indefinable.

The inevitable upshot of this mission to
explain the postmodern is a massive, rapidly
growing and almost unreadable mound of
books, articles and anthologies. The shelves of
our libraries and bookshops literally groan
under the weight of texts with “postmodern’
in the title; the A to Z of academic disciplines
— from accountancy to zoology — has been
infiltrated by postmodern fanatics, and many
academic careers have been made, or unmade,
on the back of this infuriating intellectual
beast (Appignanesi and Garratt, 1995; Best
and Kellner, 2001; Caldas and Smircich, 1997;
Crews, 2001; Ward, 1997).

Indeed, so pervasive is the discourse on
the postmodern (and so pervasive is the
discourse on the discourse ...), that post-
modernism has become one of the dominant
organizing concepts — if it is a concept — across
the social and human sciences. Granted, com-
paratively few people in each academic dis-
cipline espouse a postmodernist position,
albeit many more are involved in the wider
pro/con debate. Some subject areas, moreover,
are further down the postmodern road than
others (in org. studies, for instance, it is fairly
well established, whereas in marketing and
consumer research it remains the preserve of
the fighting few). Be that as it may, the very
omnipresence of postmodernism is deeply
ironic, since it is opposed to universal modes
of thought and sets great store by difference,
diversity, singularity and so on. For post-
modernists, however, this ubiquity of the
unique is not a major problem, because con-
tradiction, inconsistency and paradox are
themselves characteristic features of the post-
modern. They are to be celebrated not con-
demned, flaunted not faulted, encouraged not
excoriated.

The real irony of the postmodern is much,
much closer to home, insofar as many sociolo-
gists, anthropologists, literary theorists and
cultural studies specialists consider marketing
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and consumption to be central to the post-
modern condition (e.g. Bocock, 1993; Falk and
Campbell, 1997; Featherstone, 1991; Warde,
2002). Consumer behaviour, global brands,
advertising campaigns, department stores,
regional malls, positioning strategies and the
entire apparatus of marketing are widely con-
sidered to be part and parcel of the post-
modern. Yet postmodern perspectives remain
comparatively rare within the academic mar-
keting community. Indeed, the ultimate irony
is that the analyses of marketing artefacts
undertaken by non-marketers are often supe-
rior, more insightful and much more in keep-
ing with our paradoxical postmodern times
than those which derive from the positivistic,
model-building, law-abiding, information-pro-
cessing, truth-seeking marketing scientists
who continue to hold sway in our field
(Brown, 1996, 2002).

No down payment

Perhaps the best way of getting to grips with
the postmodern is to recognize that the very
word is multifaceted. It is a signifier with many
signifieds, a portmanteau or umbrella term, an
ever-expanding linguistic universe, if you will.
However, for the synoptic purposes of the
present chapter, four forms of the formulation
can be set forth (see Brown 1995, 1998a).

Postmodernism

For many commentators, postmodernism is
primarily an aesthetic movement, a revolt
against the once shocking, subsequently
tamed ‘modern’ movement of the early- to
mid-twentieth century. (In fact, some reserve
the term ‘postmodernism’ for developments in
the cultural sphere.) To cite but three exam-
ples: in architecture, PoMo is characterized by
the eschewal of the austere, unembellished,
‘glass box’ International Style of Le Corbusier
and Mies van der Rohe, and a return to

inviting, ornamented, mix m’ matched, ver-
nacular or pseudo-vernacular forms, as found
in the work of Venturi, Portman and Jencks. In
literature, likewise, the spare, experimental,
and, as often as not, inaccessible writings of
the giants of high modernism — Joyce, Proust,
Eliot etc. — have given way to the parodic,
reader-friendly vulgarities of Martin Amis,
Will Self and Bret Easton Ellis. In popular
music, moreover, the ‘modern’ era of The
Beatles, Rolling Stones, Beach Boys and Bob
Dylan (albeit there is some debate over the
existence of modernist pop/rock), has sun-
dered into a multiplicity of modalities -
house, jungle, techno, rap, roots, world, drum
‘n’ bass, speed garage and the like — many of
which are parasitic upon (sampling, scratch),
pastiches of (the tribute group phenomenon)
or cross-pollinated with extant musical forms
(alt.county, nii-metal, neo-disco etc.).

Postmodernity

A second thread in the tangled postmodern
skein is drawn from the economic base, as
opposed to the aesthetic superstructure. The
world, according to this viewpoint, has
entered a whole new, qualitatively different,
historical epoch; an epoch of multinational,
globalized, ever-more rapacious capitalism,
where traditional ways of working, producing,
consumption and exchange have changed, and
changed utterly. Frequently described by the
epithet ‘postmodernity’, this is the world of
the world wide web, 24/7 day-trading, satel-
lite television, soundbitten and spin-doctored
politics, mobile phoneophilia, pick ‘n’ mix
lifestyles, serial monogamy and relentless Mc-
Donaldization. It is a world of ephemerality,
instability, proliferation, hallucination and,
above all, chaos. It is a world where the
beating of a butterfly’s wings in South Amer-
ica can cause a stock market crash in Hong
Kong or swerve the ball into the net at Old
Trafford. It is a world of unexpected, unpre-
dictable, uncontrollable, unremitting, some
would say unnecessary, upheaval.




The Marketing Book

The postmodern condition

Paralleling the transformations that are taking
place in the aesthetic and economic spheres, a
postmodern turn in the nature of knowledge
and thought has transpired. The so-called
Enlightenment Project, which commenced in
western Europe during the eighteenth century
and comprised a systematic, rigorous, suppos-
edly dispassionate search for objective
knowledge, universal laws, meaningful general-
izations and absolute truths, has run slowly but
irreversibly into the sand. Its replacement, to
some extent at least, is a low-key postmodern
worldview, which emphasizes the boundedness
of knowledge, the limits to generalization, the
lack of universal laws, the prevalence of dis-
order over order, irrationality rather than ration-
ality, subjectivity instead of objectivity, and
passionate participation as an alternative to
dispassionate spectatorship. Thus, the ‘grand
narratives’ of the project of modernity — prog-
ress, freedom, profit, utopia, liberalism, truth,
science etc. — have been superseded by an
awareness of the lack of progress, the absence of
freedom, the price of profit, the dystopia that is
utopia, the illiberalism of liberalism, the fiction
that is truth and the artistry of science.

Postmodern apocalypse

Another, and in certain respects the most
straightforward, way of grasping the post-
modern is to eschew the idea that it is an ‘it’. Its
‘itness’, after all, assumes a referential model of
language (i.e. that there are ‘things’ out there in
the world that the word “postmodern’ refers to),
which is something card-carrying postmodern-
ists are loath to concede (assuming, of course,
that there are things out there called post-
modernists). Postmodernism, rather, is better
regarded as an attitude, a feeling, a mood, a
sensibility, an orientation, a way of looking at
the world — a way of looking askance at the
world. A pose, if you prefer. Irony, parody,
playfulness, irreverence, insolence, couldn’t-
care-less cynicism and absolute unwillingness

to accept the accepted are postmodernism’s
distinguishing features. Hence, the progressive,
optimistic, forward-looking, ever-onward-ever-
upward worldview of the modern era has been
replaced by a pessimistic, almost apocalyptic,
sense of apprehension, anxiety, apathy and
anomie. The postmodern, then, is suffused with
an air of exhaustion, ending, crisis and (calam-
itous) change. Its characteristic attitude is a
‘mixture of worldweariness and cleverness, an
attempt to make you think that I'm half-
kidding, though you're not quite sure about
what” (Apple, 1984, p. 39).

Money back guarantee

Now, it doesn’t take a great deal of cleverness,
let alone world-weariness, to recognize that
many of these purported postmodern traits are
discernible in today’s marketing and consumer
environment. Consider shopping centres. The
archetypal Arndale developments of the 1960s
— all reinforced concrete, flat roofs, straight
lines, low ceilings and oozing mastic — have
been eclipsed by postmodern shopping malls,
which are bright, airy, eclectic, ornamented,
extravagantly themed, unashamedly ersatz and
invariably welcoming. Instead of a glowering,
intimidating, brutalist bulk, a blot on the
cityscape that seemed to say, ‘enter if you dare,
go about your business and get out as quickly
as possible’, postmodern centres suggest that
shopping is a pleasure not a chore. They say, in
effect, ‘enjoy yourself, call again, bring the
family, fulfil your fantasies, relive your child-
hood, imagine yourself in another world or
another part of the world, or both” (Goss, 1993;
Maclaran and Brown, 2001; Shields, 1992).

In advertising, likewise, the straightfor-
ward marketing pitch of tradition — ‘this product
is good, buy it’ — is almost unheard of these days
(except when it's used ironically). Contem-
porary commercials are invariably sly, subtle,
allusive, indirect, clever, parodic, insouciant,
self-referential (ads about ads), cross-referential




Postmodern marketing: everything must go!

(ads that cite other cultural forms — soap operas,
movies etc.) and made with staggeringly expen-
sive, semi-cinematic production values. They
not only presuppose a highly sophisticated,
advertising- and marketing-literate audience,
but work on the basic premise that advertising-
inculcated images (cool, sexy, smart and the like)
are the essence of the product offer. Products, in
fact, are little more than the campaign’s tie-in
merchandise, along with the videos, CDs, PR
hoop-la and media coverage of the agency’s self-
aggrandizing endeavours (Berger, 2001; David-
son, 1992; Goldman and Papson, 1996).

Consumers, too, are changing. As Chapter
6 explains, the certainties, uniformities and
unambiguities of the modern era — where
mass production produced mass marketing
which produced mass consumption which
produced mass production - are being
trumped by the individualities, instabilities
and fluidities of the postmodern epoch. Post-
modernity is a place where there are no rules
only choices, no fashion only fashions, the
Joneses are kept well away from and anything
not only goes but it has already left the
building. It is a place where ‘one listens to
reggae, watches a western, eats McDonald’s
food for lunch and local cuisine for dinner,
wears Paris perfume in Tokyo and retro
clothes in Hong Kong’ (Lyotard, 1984, p. 76). It
is a place where ‘we have literally shopped ‘til
we dropped into our slumped, channel surf-
ing, couch-potatoed position, with the remote
control in one hand, a slice of pizza in the
other and a six-pack of Australian lager
between our prematurely swollen ankles’
(Brown et al.,, 1997). It is a place where the
world is no longer contained in William
Blake’s grain of sand but stocked, bar-coded,
date-stamped and on special offer at your
local Sainsbury’s superstore or friendly neigh-
bourhood category killer. It is a place, as the
irascible novelist Will Self notes, where anti-
capitalist, anti-globalization, anti-marketing
protesters ‘take global airlines so that they can
put on Gap clothes to throw rocks at Gap
shops’ (Dugdale, 2001, p. 37).

Batteries not included

At a time when consumption is all the academic
rage — as demonstrated by the outpouring of
books by non-consumer researchers (e.g. Corri-
gan, 1997, Edwards, 2000; Howes, 1996; Lury,
1996; Miles et al., 2002; Miller, 1995; Nava et al.,
1997; Ritzer, 1999) —it is difficult to ‘step outside’
and comment meaningfully upon this market-
ing maelstrom. The most cogent attempt to do so
has been made by two prophets of the post-
modern turn: A. Fuat Firat and Alladi Venkatesh
(1995). In a lengthy article on the ‘re-enchant-
ment of consumption’, they contend that post-
modern marketing is characterized by five main
themes: hyperreality, fragmentation, reversed pro-
duction and consumption, decentred subjects and
the juxtaposition of opposites (Table 2.1).

Hyperreality

Exemplified by the virtual worlds of cyber-
space and the pseudo worlds of theme parks,
hotels and heritage centres, hyperreality
involves the creation of marketing environ-
ments that are ‘more real than real’. The
distinction between reality and fantasy is
momentarily blurred, as in the back lot tour of
‘working” movie studios in Universal City, Los
Angeles. In certain respects, indeed, hyper-
reality is superior to everyday mundane reality,
since the aversive side of authentic consump-
tion experiences — anti-tourist terrorism in
Egypt, muggings in New York, dysentery in
Delhi — magically disappears when such desti-
nations are recreated in Las Vegas, Busch
Gardens, Walt Disney World or the manifold
variations on the theme park theme. Ironically,
however, the perceived superiority of the fake
is predicated upon an (often) unwarranted
stereotype of reality, and the reality of the fake
- e.g. the queues in Disneyland — may be much
worse than anything the average visitor would
actually experience in Egypt, New York, Delhi
or wherever. But such is the cultural logic of
postmodern marketing.
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Table 2.1 Postmodern conditions and their main themes

Hyperreality

Fragmentation

Reversal of
production and
consumption

Decentred subject

Juxtaposition of
opposites

Reality as part of
symbolic world
and constructed
rather than given

Signifier/signified
(structure)
replaced by the
notion of endless
signifiers

The emergence of
symbolic and the
spectacle as the
basis of reality

The idea that
marketing is
constantly involved
in the creation of
more real than real

The blurring of the
distinction
between real and
non-real

Consumption
experiences are
multiple, disjointed

Human subject has
a divided self

Terms such as
‘authentic self’ and
‘centered
connections’ are
questionable

Lack of
commitment to
any (central)
theme

Abandonment of
history, origin, and
context

Marketing is an
activity that
fragments
consumption signs
and environments
and reconfigures
them through style
and fashion

Fragmentation as
the basis for the
creation of body
culture

Postmodernism is
basically a culture
of consumption,
while modernism
represents a
culture of
production

Abandonment of
the notion that
production creates
value while
consumption
destroys it

Sign value replaces
exchange value as
the basis of
consumption

Consumer
paradox:
Consumers are
active producers of
symbols and signs
of consumption, as
marketers are

Consumers are
also objects in the
marketing process,
while products
become active
agents

The following
modernist notions
of the subject are
called into
question:

Human subject as
a self-knowing,
independent agent

Human subject as
a cognitive subject

Human subject as
a unified subject

Postmodernist
notions of human
subject:

Human subject is
historically and
culturally
constructed

Language, not
cognition, is the
basis for
subjectivity

Instead of a
cognitive subject,
we have a
communicative
subject

Authentic self is

displaced by made-

up self

Rejection of
modernist subject
as a male subject

Pastiche as the
underlying principle
of juxtaposition

Consumption
experiences are
not meant to
reconcile
differences and
paradoxes, but to
allow them to
exist freely

Acknowledges that
fragmentation,
rather than
unification, is the
basis of
consumption

Source: adapted from Firat and Venkatesh (1995).
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Fragmentation

Consumption in postmodernity is unfailingly
fast, furious, frenetic, frenzied, fleeting, hyper-
active. It is akin to zapping from channel to
channel, or flicking through the pages of the
glossies, in search of something worth watch-
ing, reading or buying. Shopping on Speed.
This disjointedness is partly attributable to the
activities of marketers with their ceaseless
proliferation of brands, ever-burgeoning chan-
nels of distribution, increasingly condensed
commercial breaks and apparent preparedness
to press every available surface into advertising
service (sidewalks, urinals, communications
satellites, 1950s sitcoms and so forth). It is also
due to the disconnected postmodern lifestyles,
behaviours, moods, whims and vagaries of
contemporary consumers. A product of profu-
sion with a profusion of products, the post-
modern consumer performs a host of roles —
wife and mother, career woman, sports enthu-
siast, fashion victim, DIY enthusiast, culture
vulture, hapless holidaymaker, websurfing
Internet avatar and many more — each with its
appropriate brand name array. These identities
or selves, furthermore, are neither sequential
nor stable, but fluid, mutable and, not least,
negotiable. Pick ‘n” mix personae are proliferat-
ing. Off-the-shelf selves are available in every
conceivable size, style, colour, fit and price
point. Made to measure selves cost extra.

Reversed production and
consumption

This fragmented, hyperrealized, postmodern
consumer, it must also be stressed, is not the
unwitting dupe of legend, who responds rat-
like to environmental stimuli of Skinnerian
caprice. Nor is the postmodern consumer trans-
fixed, rabbit-like, in the headlights of multi-
national capital. Nor, for that matter, is he or
she likely to be seduced by the sexual textual
embeds of subliminal advertisers, though (s)he
might pretend to be. On the contrary, the very
idea that consumers have something ‘done’ to

them by marketers and advertisers no longer
passes muster. Postmodern consumers, in fact,
do things with advertising; they are active in the
production of meaning, of marketing, of con-
sumption. As Firat and Venkatesh (1995, p. 251)
rightly observe:

It is not to brands that consumers will be loyal,
but to images and symbols, especially to images
and symbols that they produce while they
consume. Because symbols keep shifting, con-
sumer loyalties cannot be fixed. In such a case a
modernist might argue that the consumers are
fickle — which perhaps says more about the
modernist intolerance of uncertainty — while the
postmodernist interpretation would be that
consumers respond strategically by making
themselves unpredictable. The consumer finds
his/her liberatory potential in subverting the
market rather than being seduced by it.

Decentred subjects

This idea of a multiphrenic, fragmented, know-
ing consumer is further developed in Firat and
Venkatesh’s notion of decentred subjectivity.
The centredness that is characteristic of
modernity, where individuals are unambigu-
ously defined by their occupation, social class,
demographics, postcode, personalities and so
on, has been ripped asunder in postmodernity.
Traditional segmentation criteria may be
applied to such people, and marketing strate-
gies formulated, but it is increasingly accepted
that these fleetingly capture, or freeze-frame at
most, a constantly moving target market. Even
the much-vaunted ‘markets of one’, in which
marketing technologies are supposedly adap-
ted to the specific needs of individual con-
sumers, is doomed to fail in postmodernity,
since each consumer comprises a multiplicity of
shopping homunculi, so to speak. The harder
marketers try to pin down the decentred
consuming subject, the less successful they’ll
be. Today’s consumers are always just beyond
the reach of marketing scientists, marketing
strategists, marketing tacticians, marketing
technologists, marketing taxonomists and all
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the rest. In the words of leading marketing
authority, Alan Mitchell (2001, p. 60):

There is nothing wrong with trying to be
scientific about marketing; in trying to under-
stand cause and effect. And stimulus—response
marketing has chalked up many successes.
Nevertheless, it now faces rapidly diminishing
returns. Consumers are becoming ‘marketing
literate’. They know they are being stimulated
and are developing a resistance to these stimuli,
even learning to turn the tables. Consumers
increasingly refuse to buy at full price, for
example, knowing that a sale is just around the
corner. They have fun ‘deconstructing’ advert-
isements. The observed has started playing
games with the observer. Buyers are starting to
use the system for their own purposes, just as
marketers attempted to use it for theirs.

Juxtaposition of opposites

Although it is well-nigh impossible to ‘target’
or ‘capture’ the inscrutable, amorphous, unpin-
downable entity that is the postmodern con-
sumer, it is still possible to engage with, appeal
to, or successfully attract them. The key to this
quasi-conversation is not ever more precise
segmentation and positioning, but the exact
opposite. An open, untargeted, ill-defined,
imprecise approach, which leaves scope for
imaginative consumer participation (e.g. ironic
advertising treatments where the purpose,
pitch or indeed ‘product’ is unclear), is typical
of postmodern marketing. This sense of fluidity
and porosity is achieved by pastiche, by bri-
colage, by radical juxtaposition, by the mixing
and matching of opposites, by combinations of
contradictory styles, motifs and allusions,
whether it be in the shimmering surfaces of
pseudo-rococo postmodern buildings or the
ceaseless cavalcade of contrasting images that
are regularly encountered in commercial
breaks, shop windows or roadside billboards.
Occasionally, these succeed in exceeding the
sum of their parts and combine to produce a
sublime whole, an ephemeral spectacular, a
fleeting moment of postmodern transcendence,

as in Riverdance, Shrek or Kotler on Marketing.
Well, okay, two out of three ain’t bad . ..

Limited time only

While few would deny that Firat and Venkatesh
have done much to explain the postmodern
marketing condition, their analysis is not with-
out its weaknesses. Many commentators would
contest their inventory of overarching themes
and, indeed, the very idea itself of identifiable
overarching themes. Little is accomplished by
reciting such shortcomings. It is sufficient to
note that all manner of alternative takes on
postmodern marketing are now available and
all sorts of signature ‘themes’ have been sug-
gested. Cova (1996), for example, considers it to
be about the ‘co-creation of meaning’. Thomp-
son (2000) regards ‘reflexivity” as the be all and
end all. O’'Donohoe (1997) draws attention to
the importance of ‘intertextuality’. And Sherry
(1998) sets great store by PoMo’s preoccupation
with ‘place’. The important point, however, is
not that any of these readings is ‘right’ or
‘wrong’, but that postmodern marketing is
itself plurivalent and open to multiple, highly
personal, often irreconcilable interpretations.
For my own part, I reckon that retrospection
is the defining feature of the present postmodern
epoch and acerbic comedian George Carlin
concurs (Table 2.2). The merest glance across the
marketing landscape reveals that retro goods
and services are all around. Old-fashioned
brands, such as Atari, Airstream and Action
Man, have been adroitly revived and success-
fully relaunched. Ostensibly extinct trade char-
acters, like Mr Whipple, Morris the Cat and
Charlie the Tuna, are cavorting on the super-
market shelves once more. Ancient commercials
are being rebroadcast (Ovaltine, Alka-Seltzer);
time-worn slogans are being resuscitated (Brit-
ney Spears sings ‘Come Alive’ for Pepsi); and
long-established products are being repackaged
in their original, eye-catching liveries (Blue Nun,
Sun Maid raisins). Even motor cars and washing
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Table 2.2 Anything but the present

indefinite future.

America has no now. We're reluctant to acknowledge the present. It’'s too embarrassing.

Instead, we reach into the past. Our culture is composed of sequels, reruns, remakes, revivals,
reissues, re-releases, re-creations, re-enactments, adaptations, anniversaries, memorabilia, oldies
radio, and nostalgia record collections. World War Two has been refought on television so many
times, the Germans and Japanese are now drawing residuals.

Of course, being essentially full of shit, we sometimes feel the need to dress up this
past-preoccupation, as with pathetic references to reruns as ‘encore presentations’.

Even instant replay is a form of token nostalgia: a brief visit to the immediate past for
re-examination, before slapping it onto a highlight video for further review and re-review on into the

Our ‘yestermania’ includes fantasy baseball camps, where ageing sad sacks pay money to catch
baseballs thrown by men who were once their heroes. It is part of the fascination with sports
memorabilia, a ‘memory industry’ so lucrative it has attracted counterfeiters.

In this the Age of Hyphens, we are truly retro-Americans.

Source: Carlin (1997, p. 110).

powder, long the apotheosis of marketing’s new-
and-improved, whiter-than-white, we-have-the-
technology worldview, are getting in on the
retrospective act, as the success of the BMW Mini
Cooper and Colour Protection Persil daily
remind us (Hedberg and Singh, 2001).

The service sector, similarly, is adopting a
time-was ethos. Retro casinos, retro restaurants,
retro retail stores, retro holiday resorts, retro
home pages and retro roller-coasters are two a
penny. The movie business is replete with
sequels, remakes and sequels of prequels, such
as Star Wars: The Attack of the Clones, to say
nothing of historical spectaculars and post-
modern period pieces like Moulin Rouge and
Gladiator. The Producers, Kiss Me Kate, Rocky
Horror and analogous revivals are keeping the
theatrical flag flying; meanwhile, television
programming is so retro that reruns of classic
weather reports can’t be far away. The music
business, what is more, is retro a go-go. Michael
Jackson makes an invincible comeback.

Madonna goes on tour again, after an eight-
year hiatus. The artist formerly known as
Prince is known as Prince, like before. Bruce
Springsteen reconvenes the E-Street Band. Sim-
ple Minds are promising another miracle. Rob-
bie Williams sings Sinatra. And U2 reclaim their
title as the best U2 tribute band in the world.
It’s a beautiful payday.

Above and beyond the practices of retro
marketing, this back-to-the-future propensity
has significant implications for established
marketing principles. As Brown (2001a, b)
explains (after a fashion), it involves abandon-
ing modern marketing’s ‘new and improved’
mindset and returning to the retro ethic of ‘as
good as always’. It spurns the dispassionate,
white-coated, wonder-working laboratories of
marketing science in favour of the extrava-
gant, over-the-top hyperbole of pre-modern
marketers like P. T. Barnum (consider the
postmodern publicity stunts of retro CEO,
Richard Branson). It eschews the chimera of




24

The Marketing Book

customer-orientation for a marketing philoso-
phy predicated on imagination, creativity and
rule breaking. It refuses to truck with the guru
du jour and goes back to the marketing giants
of yesteryear — Wroe Alderson, Ralph Breyer,
Melvin Copeland and all the rest. It not only
ignores the latest marketing best-seller but
seeks inspiration instead in anthologies of
recycled, reheated and rehashed articles by
scholarly back-scratchers (two plugs and a
gratuitous insult in one paragraph; must be
a record!).

One careful owner

The retro marketing revolution is all very well,
but the postmodern paradigm of which it is
part poses a very important question for mar-
keting and consumer researchers. Namely, how
is it possible to understand, represent or
describe postmodern marketing phenomena,
when postmodernism challenges the very
premises of conventional research? The logic,
order, rationality and model-building mod-
alities of the modernist research tradition seem
singularly inappropriate when addressing
postmodern concerns. Now, this is not to
suggest that established tools and techniques
cannot be applied to postmodern artefacts and
occurrences. There are any number of essen-
tially modernist portrayals of the postmodern
marketing condition (what is it?, what are its
principal characteristics?, what can we ‘do’
with it?). Yet the relevance of such approaches
remains moot. Is it really possible to capture the
exuberance, the flamboyance, the incongruity,
the energy, the playfulness of postmodern
consumption in a standard, all-too-standard
research report?

On the surface, this may seem like a
comparatively trivial matter — if we jazz up our
reports and use expressive language, everything
will be okay —but it goes to the very heart of why
we do what we do, how we do it and who we do
it for. The decision facing marketing, as it has

faced other academic disciplines grappling with
postmodern incursions, is whether we should
strive to be postmodern marketing researchers
or researchers of postmodern marketing. The
former implies that the modalities of post-
modernism should be imported into marketing
research, that we should endeavour to ‘walk the
talk’, to be postmodern in our publications,
presentations and what have you. The latter
intimates that researchers should confine them-
selves to applying proven tools and techniques
to the brave old world of postmodern market-
ing. Just because the market has changed, or is
supposed to have changed, it does not neces-
sarily follow that tried and trusted methods of
marketing research must change as well.

Although this choice is nothing if not clear-
cut, a moment’s reflection reveals it to be
deeply divisive at best and potentially ruinous
at worst. After all, if one group of marketing
researchers works in a postmodern mode, a
mode that is unlike anything that has gone
before, it is fated to ‘fail’ when conventional
standards of assessment are applied. Post-
modern marketing research cannot meet the
criteria — rigour, reliability, trustworthiness and
so on — that are accepted, indeed expected, by
champions of established methods and used to
judge the worth, the contribution, the success
or otherwise of a particular piece of work. For
many commentators, then, postmodern mar-
keting research does not constitute ‘research’ as
such (other terms, invariably pejorative, are
usually applied). However, as academic careers
depend upon the publication of research find-
ings, the potential for internecine conflict is
self-evident. True, the etiquette of intellectual
discourse emphasizes mutual tolerance, open-
ness to opposing points of view, the community
of scholars and suchlike, but the practicalities
of academic politics belie this placid facade.
Insurgence, in-fighting and intolerance are the
order of the day. Hell, they’ll be criticizing
Shelby Hunt next!

It would be excessive to imply that this
latter-day postmodern dalliance has precipitated
a civil war in the marketing academy — albeit
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‘civil’, in the sense of maintaining a semblance of
scholarly decorum whilst slugging it out,
describes the situation very well — but the PoMo
fandango undoubtedly carries connotations of
crisis, of uncertainty, of catastrophe, of intellec-
tual meltdown. Indeed, almost every commenta-
tor on the postmodern condition refers to this
oppressive atmosphere of ‘crisis’. Denzin (1997),
for instance, describes three contemporary crises
facing the citadels of cerebration:

e crisis of representation, where established
modes of depicting ‘reality’ (e.g. theories,
metaphors, textual genres) are inadequate to
the task;

e crisis of legitimacy, where conventional criteria
for assessing research output (validity,
reliability, objectivity etc.) leave a lot to be
desired; and

e crisis of praxis, where academic contributions
signally fail to contribute to the resolution, or
even clarification, of practical problems.

Although formulated with regard to the human
sciences generally, these concerns are highly
relevant to the state of late-twentieth-century
marketing and consumer research. Our models
are outmoded, our theories undertheorized,
our laws lawless. Reliability is increasingly
unreliable, the pursuit of reason unreasonable,
and there are mounting objections to objectiv-
ity. Practitioners often fail to see the point of
scholarly endeavour, despite the enormous
amount of energy it absorbs, and get absolutely
nothing of worth from the principal journals.
Except, of course, when postmodernists pub-
lish therein.

This way up

The picture, however, is not completely bleak.
The postmodern manoeuvre in marketing and
consumer research, which has been in train for
more than a decade, has brought benefits as
well as costs. Scholarly conflict, remember, is

not necessarily a ‘bad thing’. On the contrary, a
host of thinkers, from Nietzsche to Feyerabend,
has observed that conflict can be a force for the
good, since it helps avoid intellectual disin-
tegration, dilapidation and decline (Brown,
1998b; Collins, 1992).

Be that as it may, perhaps the greatest
benefit of this postmodern pirouette is that it
led to dramatic changes in the methodology,
domain and source material of marketing
research (see Belk, 1991, 1995; Hirschman and
Holbrook, 1992; Sherry, 1991). Methodolog-
ically, it opened the door to an array of
qualitative/interpretive research procedures
predicated on hermeneutics, semiotics, phe-
nomenology, ethnography and personal intro-
spection, to name but the most prominent. In
terms of domain, it focused attention on issues
previously considered marginal to the mana-
gerial mainstream of brand choice and shop-
per behaviour (e.g. gift giving, compulsive
consumption, obsessive collecting, grooming
rituals, the meaning of personal possessions)
and which has further encouraged researchers’
interest in the tangential, peripheral or hith-
erto ignored (homelessness, drug addiction,
prostitution, consumer resistance, conspicuous
consumption in the developing world etc.).
With regard to source material, moreover,
it has given rise to the realization that
meaningful insights into marketing and con-
sumption can be obtained from ‘unorthodox’
sources like novels, movies, plays, poetry,
newspaper columns, comedy routines and so
forth. Few would deny that restaurant critic
Jonathan Meades’ portrayal of the Hamburger
Hades, colloquially known as Planet Holly-
wood, is just as good, if not better, than
anything currently available in the academic
literature (Table 2.3).

The outcome of the postmodern schism is
summarized in Table 2.4, though it is important
to reiterate that this rupture is not as clear-cut
as the columns suggest. Truth to tell, modernist
approaches remain very much in the academic
ascendant, notwithstanding postmodernists’
brazen appropriation of the ‘cutting edge’
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Table 2.3 Hurray for Planet Hollywood

The genius of Planet Hollywood is that it is a restaurant which replicates the way tracksuit bottoms
eat at home. It gives a new meaning to home cooking. You can come here and eat
couch-potato-style grot whilst gaping at a screen. Just the way you do at home. And you don’t even
have to button-punch. Your minimal attention span is addressed by the commensurate brevity of the
clips. Planet Hollywood is ill named. Planet MTV would be apter. Planet Trash would be aptest. One
wonders if the whole tawdry show is not some elaborate experiment being conducted by a disciple
of the loopy behaviourist B. F. Skinner. The Hollywood it celebrates is not that of Welles or Siodmark
or Sirk or Coppola, but that of aesthetic midgets with big budgets.

You fight your way (with no great enthusiasm) past merchandising ‘opportunities’ up a staircase to a
world of operatives with clipboards — keen, smiley people who may or may not be victims of EST.
They are frighteningly keen, alarmingly smiley. Our waiter, or customer chum, or whatever, was
called Mike. He cared. He really cared about whether we were enjoying the whole experience. He
kept asking. The pity of it is that he probably did care — he was so hyped up by the Planetary geist
that he sought salvation through kiddy approbation.

He offered a trip of the premises. Politely declined. Close inspection is not liable to improve them.
Over there is the sci-fi section within zoomorphic megagirders. Look that way and you’ve got the
James Bond room, whose entrance apes the camera shutter device those mostly tiresome films used
to use in their titles. Above us slung from the ceiling was a motorbike apparently used in a film I'd
not even seen. It looked dangerous and | kept thinking that there would be no more pathetic way to
die than by being crushed in so dreadful a place.

Source: Meades (1997, p. 33).

Table 2.4 Modern and postmodern

research approaches

Modern Postmodern
Positivist Non-positivist
Experiments/Surveys Ethnographies
Quantitative Qualitative
A priori theory Emergent theory
Economic/Psychological Sociological/Anthropological
Micro/Managerial Macro/Cultural
Focus on buying Focus on consuming
Emphasis on cognitions Emphasis on emotions
American Multicultural
Source: Belk (1995).
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mantle. Similarly, the preferred stance of post-
modern marketing researchers is by no means
consistent or devoid of internal discord.
Although the postmodern/post-positivist/
interpretive/qualitative perspective (the terms
themselves are indicative of intra-paradigmatic
wrangling) is often depicted in a monolithic
manner, albeit largely for political purposes of
the ‘us against them’ variety, postmodernism
itself is unreservedly pluralist. It is a veritable
monolith of pluralism.

Some ‘postmodern’ marketing researchers,
for example, employ qualitative methods that
are overwhelmingly ‘scientific’ in tenor (e.g.
grounded theory), whereas others utilize proce-
dures that hail from the liberal wing of the
liberal arts (personal introspection). Some sur-
mise that such research should be evaluated
according to conventional, if adapted, assess-
ment criteria (trustworthiness, reliability etc.),
while others contend that entirely different
measures (such as verisimilitude, defamiliariza-
tion or resonance) are rather more appropriate.
Some say that the vaguely voguish term “post-
modern’ has been usurped by non-postmodern,
self-serving marketing researchers, although all
such attempts to palisade the unpalisadable are
themselves contrary to the unconditional post-
modern spirit. Some, indeed, say it is impossible
to ‘do” postmodern research, since the attendant
crisis of representation renders all theoretical,
methodological and textual representations
untenable. The ‘purpose’ of postmodernism is
simply to expose the shortcomings of modernist
marketing research, not offer an actionable
alternative (see Brown, 1998a).

Open other side

Irrespective of internal debates, it is not unrea-
sonable to conclude that the postmodern fis-
sure has opened up a significant intellectual
space within the field of marketing scholarship.
Perhaps the most obvious manifestation of this
‘space’ is the manner in which marketing

scholarship is communicated. Traditional
research reports and academic articles have
been supplemented with works of poetry,
drama, photoessays, videography, netnogra-
phy, musical performances and many more
(Stern, 1998). Conventional modes of academic
discourse — unadorned, passive voiced, third
personed, painfully pseudo-scientific prose —
are being joined by exercises in ‘experimental’
writing, where exaggeration, alliteration and
flights of rhetorical fancy are the order of the
day. The success of such experiments is moot,
admittedly, and many mainstream marketing
scholars are understandably appalled by such
egregious exhibitions of self-indulgence. If
nothing else, however, they do draw attention
to the fact that writing in a ‘scientific’ manner
isn’t the only way of writing about marketing.
There is no law that says marketing discourse
must be as dry as dust, though a perusal of the
principal academic journals might lead one to
think otherwise.

The postmodernists, then, are few in num-
ber. But they have challenged the conventions
of marketing scholarship and, while this might
not seem like much, it is having a significant
impact on mainstream marketing. Consider
Market-Led  Strategic Change, Nigel Piercy’s
mega-selling,  CIM-certified, every-home-
should-have-one textbook. The first edition was
written in a very conventional, straight-down-
the-middle manner (Piercy, 1992). However, the
reflexive, insouciant, self-referential tone of the
second edition clearly shows the influence of
postmodern modalities, as does the recently
published third. True, Piercy goes out of his
way to disparage postmodern precepts — alleg-
ing that the libel laws, no less, prevent the
venting of his scholarly spleen — nevertheless
there is no question that his text has taken a
postmodern turn, some would say for the
worse (but not me, your honour).

Pointing Piercy at the post is quite an
achievement, most marketers would surely
agree. Unfortunately, there’s a long line ahead of
him. In this regard, perhaps the most striking
thing about marketing’s postmodern apocalypse
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is the fact that it resonates with what a raft of
management commentators are saying. The
business sections of high street bookstores may
not be heaving with ‘postmodern’ titles, but
they are replete with works that challenge the
received marketing wisdom and contend that it
is time for a change. As with the postmoder-
nists, this emerging school of marketing
thought is highly variegated and somewhat
contradictory. However, the principal contribu-
tions can be quickly summarized under the
following Eight Es:

e Experiential — ecstasy, emotion, extraordinary
experience (e.g. Schmitt, 1999).

e Environmental — space, place and genius loci
(Sherry, 1998).

e Esthetic — beauty, art, design (Dickinson and
Svensen, 2000).

e Entertainment — every business is show
business (Wolf, 1999).

e Evanescence — fads, buzz, the wonderful word
of mouth (Rosen, 2000).

e Evangelical — spirituality, meaning,
transcendence (Finan, 1998).

e FEthical — buy a lippy, save the world (Roddick,
2001).

e Effrontery — shock sells, who bares wins, gross
is good (Ridderstrale and Nordstrom, 2000).

E-type marketing is many and varied, yet its
espousers and enthusiasts share the belief that
marketing must change. Nowhere is this ebul-
lient ethos better illustrated than in John
Grant’s New Marketing Manifesto. ‘New Market-
ing’, he argues, is predicated on creativity; it
treats brands as living ideas; it is incorrigibly
entrepreneurial; it favours change over con-
servatism; it is driven by insight not analysis;
and it is humanist in spirit rather than ‘scien-
tific’. Granted, Grant’s final chapter reveals that
New Marketing isn’t so new after all (retro
rides again) and at no point does he align his
precepts with postmodernism (be thankful, as
they say, for small mercies), but the fact of the
matter is that he’s singing from the postmodern
marketing hymnbook (Grant, 1999, p. 182):

New Marketing is a challenge to the pseudo-
scientific age of business. It is a great human,
subjective enterprise. It is an art. New Marketing
needs New Market Research. Old market
research was largely there to objectify and to
justify —to support conventions. New Marketing
is here to challenge and seek the unconventional.

Thus spake postmodernism. I think ...

Closing down sale

For many, ‘postmodern’ is the latest in a long
line of pseudo-intellectual buzz-words that
attain prominence for a moment, only to pass
swiftly into merciful obscurity. However, post-
modernism’s fifteen minutes of Warholesque
fame seems to be dragging on a bit. Post-
modern intrusions are evident across the entire
spectrum of scholarly subject areas, marketing
and consumer research among them. Indeed,
the flotsam, jetsam and general detritus of
consumer society are widely regarded, by non-
business academics especially, as the very
epitome of postmodernity.

‘Postmodern’, admittedly, is an umbrella
term which shelters a number of closely related
positions. These range from latter-day develop-
ments in the aesthetic sphere, most notably the
blurring of hitherto sacrosanct boundaries
between high culture and low, to the re-
emergence of counter-Enlightenment procliv-
ities among para-intellectuals and academicians.

The multifaceted character of postmodern-
ity is equally apparent in marketing milieux.
The phenomenon known as the postmodern
consumer, which comprises gendered subject
positions indulging in playful combinations of
contrasting identities, roles and characters
(each with its requisite regalia of consumables),
is now an accepted, if under-investigated,
socio-cultural artefact, as is the so-called “post-
shopper’. The latter shops in a knowing,
cynical, been-there-done-that-didn’t-buy-the-
souvenirs manner or loiters in the mall looking
at other consumers looking at them. For Firat
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and Venkatesh, indeed, the essential character
of postmodern marketing is captured in five
main themes - hyperreality, fragmentation,
reversed production and consumption, decentred
subjects and juxtaposition of opposites — though
these categories are not clear-cut and other
commentators see things differently.

Above and beyond empirical manifesta-
tions of the postmodern impulse, the field of
marketing and consumer research has been
infiltrated by postmodern methodologies, epis-
temologies, axiologies, ontologies, eschatolo-
gies (any ologies you can think of, really).
Although there is some debate over what
actually constitutes postmodern marketing
research, it is frequently associated with the
qualitative or interpretive turn that was precip-
itated by the Consumer Odyssey of the mid-
1980s and academics’ attendant interest in
non-managerial concerns. Perhaps the clearest
sign of ‘postmodernists at work’, however, is
the convoluted, hyperbolic and utterly incom-
prehensible language in which their arguments
are couched, albeit their apparently boundless
self-absorption is another distinctive textual
trait. Does my brand look big in this?

In fairness, the postmodernists’ linguistic
excesses and apparent self-preoccupation serve
a very important purpose. Their language
mangling draws attention to the fact that
‘academic’ styles of writing are conventions not
commandments, decided upon not decreed, an
option not an order. But, hey, don’t take my
word for it; check out the further reading
below.
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CHAPTER 3

Relationship marketing

LISA OMALLEY and CAROLINE TYNAN

Introduction

Marketing as a body of knowledge and an
academic discipline owes a great deal to what
Bartels (1976) calls the period of re-conceptual-
ization, where the marketing concept and the
mix management paradigm (4Ps), introduced
in the 1950s and 1960s, defined the nature and
content of marketing management. This
approach focused predominantly on the mar-
keting of products to large homogeneous
consumer markets (as existed in the USA).
Underpinning this approach are assumptions
from micro-economics that markets are effi-
cient, buyers and sellers are anonymous, pre-
vious and future transactions are irrelevant,
and that the price and quality function contains
all of the information needed for consumers to
make a rational decision (Easton and Araujo,
1994). However, even within this transactional
approach to marketing, it is obvious that these
assumptions are questionable given the increas-
ing importance of marketing communications,
branding and relationships in consumers” deci-
sion making in the last 50 years.

The mix management approach focuses on
the sale of products to consumers. However, a
great deal of marketing occurs in situations
other than this, for example when the object of

exchange is a service rather than a product and
when the buyer is a company rather than an
individual consumer. The mix management
paradigm had very little to offer in situations
other than mass consumer product markets,
and therefore new approaches sensitive to
specific contexts and cultures needed to be
developed (see Shostack, 1977; Hakansson,
1982; Gummesson, 1987). This resulted in a new
approach to marketing, based on the creation
and maintenance of relationships, becoming
popular. This approach, known as relationship
marketing, is the focus of this chapter.

The purpose of this chapter then is to begin
to describe how the rich body of knowledge
that is relationship marketing has come into
being, what its major underpinning theories
are, what defining moments occurred, and
what might shape its future. The chapter begins
by defining what is commonly understood by
relationship marketing. Next, a brief review is
offered of the development of relationship
marketing in the key areas of services market-
ing, business-to-business and consumer mar-
keting. In a chapter such as this, only a brief
overview of the field can be offered and, thus,
readers are directed towards the seminal works
in each area. Because implementation is con-
sidered to be a particularly problematic aspect
of relationship marketing, specific attention is




Relationship marketing

33

paid to processual models of relationship
development and the key aspects of relation-
ships on which there is general agreement.
Finally, some possible research opportunities
are identified as a basis for further work in this
rich and exciting area.

Relationship marketing defined

There are numerous definitions of relationship
marketing and interested readers are directed
toward Harker (1998) for a thorough review.
Some of those most commonly used are the
definitions offered by particularly influential
authors, which are outlined below:

[Marketing is] the process of identifying and
establishing, maintaining, enhancing and when
necessary terminating relationships with cus-
tomers and other stakeholders, at a profit, so
that the objectives of all parties involved are
met, where this is done by a mutual giving and
fulfilment of promises.

(Gronroos, 1997, p. 407)

All marketing efforts directed towards estab-
lishing, developing and maintaining successful
relational exchanges.

(Morgan and Hunt, 1994, p. 23)

Relationship marketing is about understanding,
creating, and managing exchange relationships
between economic partners; manufacturers,
service providers, various channel members,
and final consumers.

(Moller and Wilson, 1995, p. 1)

Marketing seen as relationships, networks and
interaction.
(Gummesson, 1994, p. 12)

The definitions offered above derive from
different research perspectives and variously
emphasize different things. For example, Mor-
gan and Hunt in their definition identify the
focus of relationship marketing in practice,
while others emphasize its purpose (Gronroos)
and the processes by which it might be enacted

(e.g. Moller and Wilson). Gummesson (1994)
takes a much broader view, and simply sug-
gests that interaction, relationships and net-
works become the focus of attention when a
relational lens is adopted. Which definition one
chooses is likely to be influenced by the choice
of empirical context, the focus of the study (e.g.
practical, processual or philosophical), as well
as the research stream to which the author
belongs. However, irrespective of this diversity
in the definitions offered above, the following
basic issues are generally agreed upon.

e Relationship marketing refers to commercial
relationships between economic partners,
service providers and customers at various
levels of the marketing channel and the
broader business environment.

e This recognition results in a focus on the
creation, maintenance and termination of these
commercial relationships in order that parties
to the relationship achieve their objectives
(mutual benefit).

e Profit remains an underlying business concern
and relational objectives are achieved through
the fulfilment of promises.

e Trust is essential to this process of relationship
development and centres upon the keeping of
promises.

Although some writers have bemoaned the
lack of common understanding (e.g. Buttle,
1996), it is obvious that a single definition of
relationship marketing is unlikely to be poss-
ible because, as already stated, each of the
definitions above are influenced by the differ-
ent research traditions and different assump-
tions that influenced their authors. Indeed,
relationship marketing is less a coherent body
of knowledge and more a collection of loosely
aligned understandings. These understandings
have, in turn, different conceptual underpin-
nings and are strongly affected by the problems
and issues that dominate the empirical situa-
tion. Thus, most definitions of relationship
marketing are context specific, reflecting their
respective research perspectives (e.g. Ford,
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1980; Berry, 1983; Jackson, 1985; Webster, 1992),
and therefore are not definitive. Later in the
chapter we will explore the conceptual under-
pinnings of relationship marketing in greater
detail in order to highlight the richness and
diversity of the various research streams.

History of relationship

marketing

One of the most interesting things about the
body of knowledge that has come to be known
as relationship marketing is that it emerged at
the end of the 1970s in different research areas
and in several different countries independ-
ently. What is particularly surprising about this
is that it was not until some time later that we
begin to see any discussion emerge between
these various schools of thought. In other
words, relationship marketing was discussed,
defined and explored in different research
‘silos’” with very little consideration of what
was taking place elsewhere. This section will
briefly review the motivation, contribution and
important concepts to emerge in services and
business-to-business research. For a more
detailed review of the history, interested read-
ers are directed to Moller and Halinen (2000).
The relational paradigm has a relatively
long history within the management literature
(Levine and White, 1961; Evan, 1966; Van de
Ven, 1976). In marketing, this approach to
understanding business markets became pop-
ular among the IMP group in Europe in the mid-
1970s  with their network or interaction
approach, and received some attention in North
America within the marketing channels lit-
erature (Anderson and Narus, 1984) and later in
the buyer—seller literature (Dwyer et al., 1987).
Since the late 1980s, the issue of inter-firm
relationships has become more strategic (Wil-
son, 1995) because of the increasing emphasis on
networks (Thorelli, 1986) for securing sustain-
able competitive advantage (Jarillo, 1988). The
focus on relationships is still relevant, because

networks are seen to be formed by ‘webs of
relationships’ (Andersson and Soderlund, 1988;
Moller and Wilson, 1995). Thus, by the mid-
1990s, the literature on interorganizational mar-
keting relationships was characterized by a dual
emphasis on single dyadic relationships (the
relational paradigm) and on relationships
within the context of networks (the network
paradigm). Through a review of the contribu-
tions from each sector, it becomes obvious how
‘interaction, relationships and networks’ have
come to dominate contemporary understand-
ings of marketing.

Contributions from services
marketing

The 1970s saw the emergence of services
marketing as a distinct aspect of marketing.
Early attempts to apply marketing techniques
were dismissed as being essentially product
focused and failing to deal with the unique
characteristics of services (see Shostack, 1977).
Essentially, the unique characteristics of services
— inseparability, intangibility, heterogeneity and
perishability (Zeithaml et al., 1985) — highlight
the importance of people in the service experi-
ence. Although one hopeful contribution to the
services literature in terms of extending the
marketing mix to 7Ps was offered by Booms and
Bitner (1981), this proved to be less compelling
than a focus on the service encounter (Solomon
et al., 1985) and on interaction (Gronroos, 1983).
The recognition that customer retention was
central to service marketing focused attention
on the notion of creating service relationships
(Gronroos, 1983, 1989, 1994; Gummesson, 1987)
and led Berry (1983) to coin the term relationship
marketing. To ensure that service delivery
personnel were fully trained and motivated to
build and maintain service relationships, inter-
nal marketing was developed. It rested on the
recognition that ‘a service must be successfully
marketed to the personnel so that the employees
accept the service offering and thoroughly
engage in performing their marketing duties’
(Gronroos, 1978, p. 594).
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Contributions to the relational paradigm
from services marketing include the develop-
ment and understanding of service encounters
(Solomon et al.,, 1985), internal marketing
(George, 1977; Gronroos, 1978; Berry, 1983;
Gummesson, 1987), service design (Shostack,
1984) and service quality (Parasuraman et al.,
1985). Although viewed as distinct research
streams within services marketing (Fisk et al.,
1993), they share many common themes. In
particular, there is an emphasis on the
interaction process (relationship marketing,
service encounter and service design), and
on creating and understanding quality from
the point of view of the customer (service
quality and internal marketing). Specific con-
tributions from research in services marketing
which develop our understanding of relation-
ship marketing include the following
conclusions:

e Service provision can be customized to suit
the specific requirements of the buyer
(Lovelock, 1983).

e The development of formal, ongoing
relationships is a viable strategy in attempting
to engender and build customer loyalty
(Lovelock, 1983).

e The nature of services forces the buyer into
intimate contact with the seller (Grénroos,
1978).

e The service encounter (interaction) has an
important impact on customers’ perceptions
of, and satisfaction with, the service
(Grénroos, 1983, 1994).

e Service encounters facilitate the development
of social bonds (Crosby and Stephens, 1987;
Berry and Parasuraman, 1991).

e The SERVQUAL gap model emerged as a
useful managerial tool that distinguishes
between actual quality and customer-perceived
quality (Parasuraman et al., 1985, 1988).

e Customers assess services on the basis of
both technical quality (the quality of the service
itself) and functional quality (the quality of the
service delivery process) (Gummesson, |1987;
Gronroos, 1990).

e The importance of part-time marketers (i.e.
those individuals who are service providers but
probably not marketing personnel) was
recognized and highlighted (Gummesson,
1987).

e Internal marketing using a marketing approach
within the business to target employees was
recognized as an important tool in ensuring
service quality (Gummesson, 1987; Gronroos,
1994; Berry, 1995) and was posited as integral
to relationship management.

e Not all service encounters are necessarily
relational, only those which are extended,
emotive or intimate (Crosby et al., 1990; Price
et al., 1995).

Contributions from
business-to-business marketing

The major contribution in this area comes from
the IMP research in Europe. Researchers within
the IMP fail to agree on the exact meaning of
the acronym, with some suggesting that it is the
Industrial Marketing and Purchasing Group
and others referring to the International Mar-
keting and Purchasing Group (see Ford, 1997).
The problem occurs because industrial (or
business-to-business) marketing in Europe is,
by definition, international. IMP researchers
relied primarily on qualitative methodologies
(observation, interviewing managers and
archive data) within a number of case studies in
order to explore interorganizational exchange.
This work resulted in the recognition that
relationships are important to the facilitation of
interorganizational exchange (often more
important than price) and that the interaction
between buyer and seller organizations was
integral to the formation and maintenance of
relationships. A detailed review of the Inter-
action Approach was published in a very
influential book (Hakansson, 1982). Indeed, this
view of interaction and relationships is integral
to the subsequent development of the relational
paradigm. The major contribution of the Inter-
action Paradigm was the recognition (in con-
trast to the mix management paradigm) that




36

The Marketing Book

buyers and sellers could be equally active in
pursuing exchange. Equally, the work identified
the influence of the business environment and
atmosphere on both short-term exchange epi-
sodes and long-term relationships affecting co-
operation, adaptation and institutionalization
(Hékansson, 1982). Although the Interaction
Approach was commended for advancing
understanding of exchange in a business-to-
business context, it was also criticized for (a)
taking a single actor (buyer or seller) perspective
(see Ford, 1997) and (b) being too difficult to
operationalize (see Wilson, 1995). Whilst the
latter problem has not been overcome, the early
focus on dyadicinteraction (one buyer and seller
pair) was later superseded by the network
approach, which looks at webs of linked rela-
tionships (see Andersson and Soderlund, 1988;
Ford, 1997).

The major contributions of the interaction
approach to our present understanding of
relationship marketing include the following
issues:

e Both buyers and sellers have similar roles in
forming, developing and operating relationships
(Hékansson, 1982; Ford, 1990).

e The match between supplier capability and
customer need is accomplished by interaction
between the two parties, and adaptation by
one or both of them (Hékansson, 1982).

e Personal contacts are frequently used as a
mechanism for initiating, developing and
maintaining relationships (Turnbull, 1979;
Cunningham and Homse, 1986).

e Interaction with other companies is the force
that unifies the company and gives it the
capability to perform its activities (Ford, 1990).

e Each party to a relationship may take the
initiative in seeking a partner, and either party
may attempt to specify, manipulate or control
the transaction process. Thus, ‘this process is
not one of action and reaction: it is one of
interaction’ (Ford, 1997, p. xi).

e The relationship between buyer and seller is
frequently long-term, close and involves
complex patterns of interactions.

e The links between buyer and seller often
become institutionalized into a set of roles
that each party expects the other to perform.

e Both parties are likely to be involved in
adaptations of their own processes or product
technologies to accommodate the other, and
neither party is likely to make unilateral
changes to its activities without consultation
or at least consideration of the reaction of
their opposite number in the relationship.

In the USA, research was also underway on
business-to-business exchange, although, ini-
tially at least, this remained within the
dominant mix management and adversarial
paradigm. Earlier research had demonstrated
the importance of power and conflict, partic-
ularly in channel research (El-Ansary and
Stern, 1972; Wilkinson, 1973, 1979; Etgar, 1976),
and in the early 1980s there was the beginning
of a recognition that co-operation might prove
to be a more important explanatory variable. In
the latter part of the 1980s, two significant
events occurred. Firstly, within the business
environment generally, the impact of Japanese
business systems, particularly ‘just-in-time’,
was having an important impact on the com-
petitiveness of US and European companies
(see Speckman, 1988; Webster, 1992). One of the
major sources of competitive advantage
enjoyed by the Japanese was assumed to be the
strength of business relationships and the
nature of their distribution systems, where a
major Japanese company would ‘sit in a web of
strong permanent relationships with its major
creditors, suppliers, key customers and other
important stakeholders ... bound together by
complex and evolving ties of mutual benefit
and commercial interest’ (Doyle, 2002, p. 14).
This propelled an interest in relationships
generally (Webster, 1992; Moller and Wilson,
1995). Secondly, Dwyer et al. (1987) wrote a
seminal paper that employed social exchange
theory to offer insights into the motivation and
process of relationship formation. The major
contribution of this paper was the suggestion
that, like business markets, consumer markets
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might also benefit from attention to the condi-
tions that foster relational bonds. Thus, this
important paper legitimized relationship mar-
keting in business markets and opened up the
possibility that it might be an appropriate
vehicle to engender customer retention in mass
consumer markets.

The major contributions of US researchers
include:

e Interaction between organizations must be
understood in terms of economic, behavioural
and political influences (Stern and Reve, 1980).

e Explicit consideration of social exchange
theory (SET) in conceptualizing relationship
development (Anderson and Narus, 1984,
1990; Dwyer et dl., 1987).

e Creation of models of relationship
development explained in terms of increasing
commitment and trust (Anderson and Narus,
1984, 1990; Dwyer et al., 1987). This work
underpinned the later work of Morgan and
Hunt (1984).

e The recognition that co-operation and
communication lead to trust, which in turn
leads to greater levels of co-operation
(Anderson and Narus, 1984, 1990).

Relationship marketing in
consumer markets

Relationship marketing developed in industrial
and service marketing contexts as a reaction
against the limitations of mainstream (transac-
tional) marketing. Initially eschewed by manu-
facturers interested in mass consumer markets
because of the efficiency of the mix manage-
ment paradigm, changes in the competitive
climate in the latter part of the 1980s and early
1990s propelled the interest in relationship
marketing in mass consumer markets. Indeed,
it may be useful to conceptualize considera-
tions of relationship marketing in mass
consumer markets in terms of four phases:
obscurity, discovery, acceptance and popularity
(see O’'Malley and Tynan, 2000). Prior to
the mid-1980s (obscurity) there was little

consideration of the need for customer reten-
tion (cf. Rosenberg and Czepiel, 1984). In the
latter part of the 1980s, technology develop-
ments fuelled the growth of direct and database
marketing (Fletcher et al., 1991; Evans et al,,
1996), which Dwyer et al. (1987) argued could
usefully form the basis of relationship market-
ing in mass consumer markets. This, together
with other academic considerations of direct
and database marketing, marked the period of
discovery for relationship marketing (O’'Malley
and Tynan, 2000). Essentially, the recognition
that customer retention is far less costly and
significantly more profitable than a focus on
customer acquisition (Rosenberg and Czepiel,
1984; Reichheld and Sasser, 1990) cemented the
business argument justifying a new approach.
Acceptance is largely attributed to the work of
Sheth and Parvatiyar (1995), who not only
argued the benefits of relationship marketing in
a consumer context but, more importantly,
reframed relationship marketing within the
extant consumer behaviour literature. Thus,
although there were some suggestions that
relationship marketing might not be appro-
priate in a consumer context (e.g. Gronroos,
1994; Barnes, 1994, 1995), marketing practi-
tioners were already doing relationship market-
ing — often in the form of loyalty or retention
programmes. Relationship marketing became
increasingly popular throughout the latter part
of the 1990s and is still hugely popular today.

Whilst some argue that relationships have
always been important to consumers (e.g.
Sheth and Parvatiyar, 1995) and that these
relationships can be facilitated by recourse to
technology (Dwyer et al., 1987; Blattberg and
Deighton, 1991), others argue that this is a
convenient repackaging of direct marketing
within the philosophy of relationship market-
ing (see O’'Malley and Tynan, 1999, 2000).
Notwithstanding the conceptual debate, rela-
tionship marketing is greatly facilitated by
advances in technology and, in particular, the
database. Whilst this is largely viewed as
unproblematic, there have been suggestions
that the overt emphasis on technology actually
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undermines relationship-building efforts (see
O'Malley et al., 1997; Fournier et al., 1998). In
spite of these fears, the emphasis on technol-
ogy as a solution has continued (for an inter-
esting review, see Sisodia and Wolf, 2000).
Indeed, such is the contribution of database
marketing that Coviello et al. (1997) suggest
that database marketing is actually a type of
relationship marketing.

Recently, this focus on consumer markets
has evolved into CRM, which is variously
understood as Customer Relationship Market-
ing and/or Customer Relationship Manage-
ment. Although philosophically in line with
relationship marketing, the focus in CRM is on
the technology, particularly that technology
which attempts to manage all customer touch
points and facilitate the integration of various
database systems to provide a single picture of
the customer (Peppers and Rogers, 1995; Ryals
and Knox, 2001). This picture encompasses the
customer’s needs, preferences, buying behav-
iour and price sensitivity, and allows the CRM
business to focus on building customer reten-
tion and profitability. However, underpinning
both approaches is that CRM is a technology
tool which facilitates interaction between dif-
ferent databases and different interaction
media in order to facilitate segmentation and
communication (see Ryals and Knox, 2001).

Thus, the 1990s marked a turbulent time
for marketing, with two apparently competing
paradigms vying for attention and supremacy.
Despite its centrality to the theory and practice
of marketing, the mix management paradigm
(4Ps) began to be seriously questioned (Kent,
1986; van Waterschoot and van den Bulte, 1992;
Gronroos, 1994; O’Malley and Patterson, 1998).
Now, in the early years of the new millennium,
it appears that the debates that emerged
throughout the 1980s and 1990s have been
quieted (if not resolved) and that relationship
marketing is synonymous with marketing. As
such, it is difficult to conceive a marketing
problem or issue that does not have the notion
of building, maintaining or dissolving relation-
ships at its core. Indeed, within contemporary

conceptualizations, to do relationship market-
ing well is simply to do traditional marketing
better.

Thus far, this chapter has addressed the
history of relationship marketing in several
disparate schools and considered some of the
most commonly used definitions. The previous
section should go some way to explaining why
it is difficult to find a single, readily agreed
upon definition, because each research stream
has emphasized different elements and is itself
influenced by diverse underpinning theories.
These are identified in Figure 3.1.

Essentially, what is obvious from the above
is the number of different empirical contexts in
which relationship marketing research was ini-
tially considered. These have been explored
earlier in the chapter and include services
marketing, buyer—-seller and channel theory in
the USA (Anderson and Narus, 1984, 1990) and
in Europe (Ford, 1980; Hikansson 1982; Turnbull
and Valla, 1985). Each have been influenced to a
greater or lesser degree by a number of under-
pinning theories. Although it is not possible to
consider these in detail, readers are directed to
research within particular traditions. For exam-
ple, when considering resource dependence
theory and micro-economic theory, useful dis-
cussions are provided by Gattora (1978), Arndt
(1983), and Easton and Araujo (1994). Similarly,
for institutional economics and Transaction Cost
Analysis, consult Gattora (1978), Williamson
(1975, 1985), and Weitz and Jap (1995). Macneil
(1980) explained the basis for contractual rela-
tions (usefully employed by Dwyer et al., 1987),
and Stern and Reve (1980), Arndt (1983), and
Moller (1994) provide interesting discussions of
the Political Economy Paradigm (PEP). Social
Exchange Theory (SET) is considered to be the
most influential, particularly in terms of the
ideology of relationship marketing (see O’'Mal-
ley and Tynan, 1999), and is based on the work of
Homans (1950), Blau (1964), and Thibaut and
Kelley (1959). This diversity in underpinning
theories is the basis for the rich tapestry that
relationship marketing has become and it has
helped to define particular research traditions.
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Resource Dependence Theory
Buyer-Seller (US Approach)

Microeconomic Theory
Buyer-Seller (US Approach)

Institutional Economics / TCA
IMP

Channel Theory

Figure 3.1

However, this diversity inhibits any possibility
of creating a commonly understood definition
of relationship marketing and, more impor-
tantly for practitioners, any commonly agreed
approach to implementation.

Having accepted that relationship market-
ing is not a single, internally consistent school
of thought — but rather a loose collection of
shared research themes — we need to consider
(a) in which contexts relationship marketing is
appropriate and (b) what are the most useful
concepts to explore. Here again, we have little
agreement, with some considering that rela-
tionship marketing spans every conceivable
business relationship (see, for example, Gum-
messon, 1999) and others considering a more
limited range of relationship categories (Mor-
gan and Hunt, 1994). These issues are con-
sidered in the next section.

Focal relationships

The relational paradigm drives an organization
to focus on relationships (Gummesson, 1987;
Hékansson, 1982; Czepiel, 1990). Strategically,

Relational

Paradigm

Social Exchange Theory
Buyer-Seller (US Approach)
Channel Theory
IMP

Services Marketing

Contractual Relations
Buyer-Seller (US Approach)

Political Economy Paradigm
Channel Theory

Disciplinary roots of relationship marketing

this involves identifying which relationships
are to be pursued and how they are to be
managed (Morgan and Hunt, 1994; Gummes-
son, 1994). In terms of the first issue, identifying
marketing relationships, there are a number of
competing views. One essentially suggests that
relationships are not chosen, rather relation-
ships exist and the choice is whether to manage
them explicitly or not. Within this perspective,
Gummesson’s 30R approach considers thirty
important relationships and identifies a broad
organizational remit for the firm which gives
customer relationships and environmental rela-
tionships (by definition) equal importance
(Gummesson, 1999). Morgan and Hunt (1994)
limit their definition of relationships more
precisely within the conventional business
domain. Of particular importance here is to
recognize that a firm is constrained by its
environment and cannot be involved in every
possible relationship. Equally, it is important to
consider how each relationship should be
managed, i.e. should all customers be treated
equally, what resources should be invested in
each relationship, how should the portfolio of
relationships be managed? These issues are
encapsulated into what Hdakansson (1982)
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refers to as handling problems and limitation
problems.

Gummesson (1987) argues that, because of
their importance, relationships must become
central to strategic planning both at corporate
and marketing levels. This suggests that there
are relationships that are of concern to corp-
orate planners and relationships that are the sole
concern of marketing. Despite this, Morgan and
Hunt (1994) and Gummesson (1994) identify a
range of relationships in which a company is
likely to be involved, and thus, by implication,
within the domain of marketing. Morgan and
Hunt's (1994) conceptualization is presented in
Figure 3.2. It suggests four broad categories of
relationships: supplier partnerships, lateral
partnerships, customer partnerships and inter-
nal partnerships. Within each of these cate-
gories, the authors further specify a number of
particular relationships. These include supplier
relationships (with goods and service suppli-
ers), internal relationships (with employees
etc.), lateral relationships (with government,
competitors etc.) and buyer relationships (with
immediate and ultimate customers).

Gummesson (1994) takes a much broader
view of the number of marketing relationships
a company is likely to be concerned with than
Morgan and Hunt (1994). He specifies 30Rs — or
thirty different relationships that span his
conceptualization of different levels of relation-
ship. However, marketing cannot, and indeed
may not, wish to be involved in all relation-
ships. While some authors consider that mar-
keters should focus only on the consumer,
others argue that marketers should adopt a
more strategic role in the organization and take
responsibility for any relationship that influ-
ences the ultimate sale. Berry (1995, p. 242)
defines relationship marketing in terms of a
means—end equation: ‘in effect, companies
must establish relationships with non-customer
groups (the means) in order to establish rela-
tionships with customers (the end)’. This defi-
nition effectively re-focuses marketing in terms
of end-customer relationships. This position is
consistent with other definitions that assume

that the aim of marketing is the development
of customer relationships (cf. Ford, 1980;
Berry, 1983; Jackson, 1985). Gronroos’ (1994)
definition does mention customers, but also
acknowledges the importance of ‘other part-
ners’. However, this position identifies a very
broad domain for marketing.

Having identified the range of relation-
ships that a firm must establish, maintain and
where necessary terminate, the next issue to be
addressed is how relationships can be formed,
maintained, enhanced and terminated. It is also
important to consider the factors that influence
these processes and the outcomes that are
sought by companies. The next section explores
models of relationship development and con-
siders these issues.

Models of relationship

development

Relationship marketing represents an incred-
ibly broad area of marketing thought and has
been strongly influenced by empirical evi-
dence from several business sectors, as well as
by theories and concepts from diverse dis-
ciplines. Indeed, concepts such as retention,
loyalty, commitment, trust, mutuality, reci-
procity, structural bonds and attraction are
central to understanding relationships. These
concepts have their origins in economics,
sociology, social exchange theory, small group
behaviour, psychology and elsewhere, and
have been borrowed, refined and moulded by
contemporary understandings of service rela-
tionships, business relationships and con-
sumer behaviour. Add to this understandings
of market-related behaviours influenced by
contemporary understandings of postmodern-
ism, critical theory, branding, consumer liter-
acy and organizational networks, and we
begin to understand how this intricate and
influential body of thought has been woven,
such that it is difficult to divide new from old
marketing theory, and marketing from other
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aspects of management which consider busi-
ness structures and business networks as
aspects of its core.

A key issue within the relationship market-
ing literature is the conceptualization of rela-
tionship development (Wilson, 1995). All of the
models offered (see Table 3.1) implicitly adopt a
life cycle approach, suggesting that relation-
ships are created, develop and ultimately end.
Within this conceptualization, relationship for-
mation is envisaged as a series of exchanges
that lead to increasing commitment. Of these,
the Ford (1980) model is interesting in terms of
the managerial implications delineated at each
phase, while the Dwyer et al. model (1987)
specifically considers the move from transac-
tions to relationships and suggests that this is
an equally appropriate conceptualization for
relationships in consumer markets as it is in
other empirical contexts.

In the pre-relationship stage a potential new
supplier is evaluated. The distance between the
firm and the new supplier has five dimensions,
namely:

e Social distance or unfamiliarity in working
methods.

e Cultural distance concerning differing norms
and values.

e Technological distance between product and
process technologies.

e Time distance between contact and product or
service transfer.

e Geographical distance between the two
companies.

In the early stage, where initial contact and trial
orders occur, there will be much uncertainty
and little evidence to judge the commitment of
a relationship partner. In the development stage,
the firms become more used to dealing with
each other and the frequency of orders and
communication increase. Both the distance and
uncertainty that characterize the earlier stages
decrease. By the time the long-term stage is
reached, formal contracts are likely to have
been established and the firms are mutually
dependent. Uncertainty is further reduced and
the firms work so closely together that their
relationship may become institutionalized and
unquestioned within either business. Commit-
ment to working with the partner firm will be
demonstrated by adaptations. In the final stage,
which is reached over the long term in stable
markets, relationships are close and institu-
tionalization continues to the extent that
attempts to change may be met with sanctions
by the partner firm.

Importantly, Dwyer and colleagues cite
Levitt’s (1983, p. iii) marriage metaphor as their
point of departure in developing their con-
ceptual model:

Table 3.1 Process models of relationship development

Long-Term Stage Outcomes

Final Stage

Ford Frazier Dwyer et al. Borys and Jemison Wilson

(1980) (1983) (1987) (1989) (1995)
Pre-Relationship Stage Review Awareness Search and selection
Early Stage Exploration Defining purpose Defining purpose
Development Stage Implementation  Expansion Setting boundaries  Setting boundaries

Commitment

Dissolution

Value creation
Hybrid stability

Value creation
Hybrid stability
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... the sale merely consummates the courtship.
Then the marriage begins. How good the
marriage is depends on how well the relation-
ship is managed by the seller.

As a result of the marriage metaphor, Dwyer et
al. (1987) employ the extant marriage literature
in making sense of buyer—seller relationships
(Tynan, 1999). Although Levitt is credited as
being the first to make this comparison, it is
interesting to note that Guillet de Monthaux
(1975) offered an earlier review of relationship
development in terms of courtship, marriage
and divorce.

The influence of social exchange theory is
particularly obvious when we consider the
concepts that we use to describe and explain
relationship development and, indeed, the rela-
tionship success variables. In a useful and very
thorough literature review, Wilson (1995)
attempts to identify those concepts that are most
widely used. These are identified in Table 3.2.

Depending on the specific context, these
variables are likely to be more or less impor-
tant. However, it is worth noting that, of these,
trust, commitment, co-operation and mutual
benefit have attracted the most empirical atten-
tion, and are considered fundamental to under-
standing and creating commercial relationships

Table 3.2 Summary of variables

of relationship success models

Commitment Social bonds

Trust Structural bonds

Co-operation Summative constructs

Mutual goals Shared technology

Interdependence/ Non-retrievable
power imbalance investments

Performance Comparison level of
satisfaction alternatives

Adaptation

Source: Wilson (1995).

(Dwyer et al., 1987; Anderson and Narus, 1990;
Crosby et al., 1990; Czepiel, 1990; Gronroos,
1990; Heide and John, 1990; Moorman et al.,
1992; Rusbult and Buunk, 1993; Barnes, 1994;
Morgan and Hunt, 1994).

Héakansson (1982) suggests that relation-
ships are developed to reduce uncertainty and/
or add value. In terms of reducing uncertainty,
Hékansson (1982) highlights improvements in
the firm’s forecasting abilities. In contrast,
Moller and Wilson (1995, p. 40) take a broader
perspective, and argue that ‘firms generally
develop business relationships for multiple
reasons that are not based on any singular
dimension’. They suggest that relationship
development can be motivated by the need for
economic gains, the quest for stability or
predictability; the search for reciprocity; the
quest for efficient and effective operations, to
establish legitimacy; or because the firm lacks
resources, or wishes to utilize an asymmetrical
power base (Moller and Wilson, 1995). In
services marketing, the organization seeks rela-
tionships with customers in order to enhance
loyalty. Within this context, consumers are
believed to seek relationships in order to
minimize risk (Berry, 1995).

It is acknowledged that not all customers
are profitable as relationship customers (Ford,
1980; Hakansson, 1982; Reichheld and Sasser,
1990; Berry, 1995). Thus, a first stage of relation-
ship management must clearly be the identi-
fication of relationship potential. Even then, not
all customers will necessarily be interested in,
or merit, the same level of investment, and thus
a relationship specification phase must be
included. This specification phase may occur
before, after or simultaneous to the relationship
initiation phase. Furthermore, while some defi-
nitions incorporate enhancing and maintaining
relationships as distinct stages, this is an unnec-
essary distinction. Some relationships will
require continual enhancement in order to be
maintained, whereas others will not. Thus, it is
argued that it is implicit in the relationship
maintenance concept that relationship invest-
ments, enhancements and communication are
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likely to be required. Equally, the nature of the
relationship may change, and a reduction in
resources or a redefinition (re-specification) of
the norms of the relationship may be most
appropriate. Finally, there may come a time
when the relationship is no longer appropriate
at all, and thus there is clearly a phase of
relationship dissolution. The phases that have
just been described clearly need more refine-
ment. However, it is recognized that they are
dynamic and ongoing, and are unlikely to
reflect a linear process. Therefore, a matrix or
building block approach to defining relation-
ship development stages seems most appro-
priate. This process is therefore seen to include:
identification of relationship potential; specifi-
cation of relationship format; relationship
initiation; relationship maintenance, and rela-
tionship dissolution.

Critique and emerging issues

Conceptually, relationship marketing continues
to be understood in different and often very
interesting ways. Whilst this provides richness
and diversity to the literature, it is difficult to
share research findings between different
empirical contexts and conceptual frameworks.
For new researchers entering the field, attention
to the original works will offer particular
insights and understanding, which will in turn
inform their understanding and critique of
current developments. Thus, for a review of the
history and development of relationship mar-
keting, a number of treatments are essential
reading. These include Sheth and Parvatiyar
(1995), Moller and Halinen (2000), Gronroos
(1994), and Aijo (1996). Furthermore, a special
issue of the Journal of the Academy of Marketing
Science (Cravens, 1995) provides a series of
insightful commentaries on relationship mar-
keting in different empirical contexts. Added to
this, the relational perspective as discussed by
the IMP group (Hdkansson, 1982; Turnbull and
Valla, 1985; Ford, 1997) and services researchers

(Gronroos, 1978; Berry, 1983; Shostack, 1984;
Parasuraman et al., 1985; Solomon et al., 1985;
Gummesson, 1987) are equally important.

The richness and conceptual diversity of
relationship marketing results in a lack of
understanding and agreement as to how rela-
tionship marketing should be implemented.
Thus, a number of issues require further con-
ceptual and empirical work. The following is
not an exhaustive list of such issues, but merely
serves to highlight the numerous gaps in our
knowledge.

Identification and assessment of
relational partners

Definitions of relationship marketing suggest
that marketing is concerned with developing
relationships with key customers and other
parties (Gronroos, 1994; Moller and Wilson,
1995; O'Malley et al., 1997), indeed that relation-
ship marketing ‘refers to all marketing activ-
ities directed towards establishing, developing,
and maintaining successful relational exchan-
ges’ (Morgan and Hunt, 1994, p. 23). However,
little attention has been paid to how potentially
successful relational partners might be identi-
fied. This is important, given the limitation
problems that exist for organizations in terms
of the portfolio of relationships with which they
can be involved (Hdakansson, 1982). It is also
recognized that there is an opportunity cost
associated with each relationship, and thus
great care must be taken in selecting relational
partners. Within consumer markets the concept
of lifetime value is being used. However, this
approach focuses only on the potential dyad,
and ignores the network, the limitation prob-
lems and opportunity costs involved. Clearly,
further research is required in this area.

The continued utility of the mix
management paradigm

What is the continued role of product, price,
place and promotion in terms of implementing




Relationship marketing

45

relationship marketing? This question has
already been addressed in this chapter. It has
been suggested that there are fundamental
differences between both approaches (Gron-
roos, 1991; Johanson and Mattsson, 1994), and
yet there is still a lack of consensus within the
literature as to whether the paradigms are
competing or complementary. This question
needs to be addressed because it has important
implications for developing a framework for
implementing the new paradigm. Is it accept-
able for relational and transactional approaches
to marketing to coexist, and in some cases to be
merged?

Training for relationship marketing
managers

What management training is required to facili-
tate the implementation of relationship market-
ing? Wilson (1995) suggests that relationships
are now more difficult to develop and manage
given that the race for relationship partners has
accelerated. In consumer markets there is often
the simplistic assumption that all that is required
is a database and direct communications. How-
ever, it is likely that more attention needs to be
paid to developing relational skills in customer-
facing staff. Services marketers may be more
advanced than others in terms of managing
interaction (SERVQUAL; the gap model; critical
incident technique), and as a result may provide
some useful guidelines. In any case, it is unlikely
that a relationship strategy can be simply tagged
on to the prevailing mix management strategy.
As such, practising marketers need to embrace
‘the full extent of the paradigm shift implicit in
Relationship Marketing” (O’'Malley et al., 1997,
p. 554), and they clearly require appropriate
guidelines. Thus, research investigating the
training needs of practising marketers would be
particularly useful.

Relationship policy

How should organizations devise relationship
policies? Relationship policy refers to the

management of a portfolio of relationships. As
such, it is concerned with both handling and
limitation problems (Hakansson, 1982), and
with positioning strategies within the network
(Andersson and Soderlund, 1988). Research is
required to address issues such as relationship
investments and adaptation, how individual
relationships should be managed, and how
the integral elements of relationships can be
fostered with exchange partners (O'Malley et
al., 1997).

Relationship dissolution

How do organizations dissolve relationships?
Relationship dissolution has not received a
great deal of attention within the literature (cf.
Dwyer et al., 1987; Stewart, 1998). It is clearly an
important part of relationship policy, and
should be incorporated within training issues.
Dissolution is particularly important given the
emphasis on deepening trust and commitment
within commercial relationships. Despite this,
there are likely to be situations when firms wish
to dissolve relationships, especially given the
dynamic and competitive nature of today’s
global marketplace. Thus, research addressing
how and why relationships can be dissolved
would be particularly beneficial.

Relationship seeking

In what circumstances, or situations, do cus-
tomers want relationships? There is currently a
tendency to assume that relationships are seen
as desirable, and are sought by customers
(Sheth and Parvatiyar, 1995). Christy et al.
(1996) deal with this issue to some extent in
consumer markets. Other literature in con-
sumer markets implicitly questions this
assumption (Barnes, 1995; Fournier ef al., 1998;
Tynan, 1997; O’'Malley and Tynan, 1999, 2000).
It may well be the case that relationships are
desirable, but research that supports this is
clearly needed. In particular, it should identify
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the types of situations or circumstances when
relationships are especially sought.

If marketing is now about managing rela-
tionships, but this job is too important to
remain in the marketing department, what is
the current function of marketing? This is
another particularly problematic issue that has
yet to be resolved. The literature suggests that
‘the traditional ways of organising the market-
ing function, and of thinking about marketing
activity must be re-examined’ (Wilson, 1995,
p- 10). The problem revolves around the broad
gamut of relationship partners that have been
identified (Gummesson, 1994; Morgan and
Hunt, 1994). This range of relationships tends
to fall outside the existing domain of marketing
and, as a result, it has been argued by IMP
researchers that many of these are organiza-
tional strategy rather than marketing issues.
The problem is exacerbated when the interface
between the company and its customers is
primarily through part-time marketers (Gum-
messon, 1987). As a result, the role of marketing
must be identified within the relational para-
digm, as this has important implications for
developing a framework for implementation,
for devising relationship policy, and for dealing
with training requirements.

Exploring relationship variables

What are the antecedents of trust, commitment
etc.? The integral elements of successful rela-
tionships have been identified (Wilson, 1995)
and discussed. However, further research
investigating the antecedents of these elements
is clearly desirable. Taking greater account of
the contextual elements surrounding dyadic
relationships would substantially enhance this.
Thus, the incorporation of broader under-
pinning theory, other than just social exchange
theory, would be useful here.

Do bonds create relationships or do rela-
tionships create bonds? Andersson and Soder-
lund (1988, p. 65) suggest that ‘relationships
can create bonds of technical, planning, knowl-

edge, social and legal content’. Since much of
the other literature suggests that bonds, in fact,
create relationships, research illuminating the
direction of causality would be beneficial.
Understanding of causal direction would also
be particularly relevant as an input into mana-
gerial training. Alternatively, it may be that
causal directions cannot be identified as a result
of the integrative and interactive nature of
relationship variables, the context in which the
research occurs, and the expectations of the
parties concerned.

Domain of relationship marketing

There are many questions over the domain of
relationship marketing (Saren and Tzokas,
1998). Relationship marketing has not been
subjected to sufficient critical scrutiny and has
been indiscriminately applied to any issue
where traditional marketing has proved use-
ful. As discussed in an earlier section, the
theoretical roots of relationship marketing are
firmly grounded in business-to-business and
services marketing. However, its wholesale
extension into business-to-consumer markets
and not-for-profit contexts has been of ques-
tionable value. The issues of power and con-
flict, which have been so carefully explored in
other contexts, are ignored in business-to-
consumer marketing (see Fitchett and Mc-
Donagh, 2000; Smith and Higgins, 2000). Can
a single, individual consumer really have a
relationship with a huge, multinational com-
pany? If the customer does recognize a rela-
tionship in such a situation, is the relationship
with the service delivery employee not with
the firm itself? Does not the sheer size and
marketing budget of the firm make the possi-
bility of a mutually beneficial relationship
unlikely, if not impossible? For the consumer
there are likely to be only a few possible
providers of a particular offer, whereas for the
firm there are likely to be millions of potential
customers for their offer, so there is no equity
in the issue of power or importance.
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Technology and relationship
marketing (CRM)

The interface between marketing and CRM is
another field where there is substantial need for
research. CRM is based upon sound marketing
principles, through identifying customer needs,
segmentation, offering superior customer value
and customer retention, all of which are enabled
by the application of sophisticated technology.
However, the processes by which this is speci-
fied and managed and whether that is controlled
by technologists or marketers is as yet an issue of
some debate and little empirical knowledge
(Sisodia and Wolf, 2000). Issues relating to
consumer privacy are likely to be exacerbated
within this new environment and may ulti-
mately undermine consumer trust (O’'Malley et
al., 1997). Moreover, there needs to be greater
consideration of how consumer information
should be acquired and used. Ultimately, it must
be remembered that the objective is to build
relationships, not databases. This is achieved
through dialogue (see Gronroos, 2000) and not
one-way communication.

Relationship marketing in
cross-cultural contexts

Relationship marketing is frequently applied in
cross-cultural contexts, but the theoretical and
empirical work upon which it is grounded has
been largely conducted in Scandinavia, Britain
and North America. Unfortunately, these
regions share many cultural similarities, exhibit-
ing high power distance, low individualism and
low context communication scores (Hall, 1960,
Hofstede, 1991). So it is more than possible that
our understandings of relationship marketing
will not be relevant to cultures that are less
hierarchical, more collectivist, and where under-
standing communication is highly dependent
upon the context in which it takes place. Some
initial work has been conducted on these issues,
largely from the perspective of the Chinese
system of Guanxi (Ambler, 1995; Ambler and

Styles, 2000), but much remains to be done on a
wider geographical basis.

Operationalizing relationship
marketing

It is surprising how little research has been
conducted which sheds light upon suitable
approaches to operationalizing relationship
marketing. It is impossible to support or refute
particular approaches to developing a relation-
ship marketing strategy, implementing it or
assessing its performance. The processes by
which relational partners should be identified,
the appropriate levels of investment in the
relationship established, the portfolio of simul-
taneous relationships appropriately managed,
or the termination of an unprofitable relation-
ship achieved without rancour, are all unknown.
As yet we have no metrics by which the success
or failure of relationship marketing approaches
can be evaluated. There is much research and
theorizing to be done before we can make
strategic use of relationship marketing.

Staff retention and empowerment

Additionally, our understanding of issues con-
cerning staff retention and empowerment
have largely been developed in the field of
services marketing and to some extent small
business maketing. There is little research
available on the importance of employees in
the relationship, their training and retention,
which had been specifically conducted in the
context of a relational view of marketing.
Whether this will prove to be an important
issue cannot be established until more
research has been conducted.

Conclusion

This chapter has reviewed the history, defini-
tion and core concepts that are part of the
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emerging understanding of relationship mar-
keting. Central to this is the recognition that,
although there is some shared understanding,
relationship marketing is also shaded by the
empirical context and by the nature of the
parties in the relationship. It is clear that
understandings which emerge from services
marketing research differ from that which has
emerged in a business-to-business context, for
example. Relationship marketing is also influ-
enced by underpinning theories such that
integration can never be possible. So, although
there will never be one agreed definition, one
common approach, one single understanding,
there is much to learn from these many and
various strands of research on the topic. For
example, insights can be gained into why firms
need to develop a relational approach, what is
the range of relationships they focus on, what
are the success variables and how the inter-
action process is managed. We can also learn,
from the many models of relationship develop-
ment, what might promote and what might
impede relationship formation, development
and maintenance.

There is much to understand about this
innovative and developing paradigm. This
paper has drawn attention to the many
unknowns in this field, to the questions, the
gaps and the under-researched issues. As such,
it offers some suggestions for new researchers
as to possible topics and issues for research.
May we hope that you will join us in exploring
this interesting and exciting topic.
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CHAPTER 4

The basics of marketing
strategy

ROBIN WENSLEY

Marketing strategy sometimes claims to pro-
vide an answer to one of the most difficult
questions in our understanding of competitive
markets: how to recognize and achieve an
economic advantage which endures. In
attempting to do so, marketing strategy, as with
the field of strategy itself, has had to address
the continual dialectic between analysis and
action, or in more common managerial terms
between strategy formulation and strategic
implementation. At the same time, it has also
had to address a perhaps more fundamental
question: how far, at least from a demand or
market perspective, can we ever develop gen-
eral rules for achieving enduring economic
advantage.

Strategy: from formulation to

implementation

From the late 1960s to the mid-1980s at least,
management strategy seemed to be inevitably
linked to issues of product-market selection
and hence to marketing strategy. Perhaps iron-
ically this was not primarily or mainly as a
result of the contribution of marketing scholars
or indeed practitioners. The most significant
initial contributors, such as Bruce Henderson

and Michael Porter, were both to be found at or
closely linked to the Harvard Business School,
but were really informed more by particular
aspects of economic analysis: neo-marginal
economics and Industrial Organizational Eco-
nomics respectively. Labelling the intellectual
pedigree for Bruce Henderson and the Boston
Consulting Group is rather more difficult than
for Michael Porter. This is partly because much
of the approach developed out of consulting
practice (cf. Morrison and Wensley, 1991) in the
context of a broad rather than focus notion of
economic analysis. Some of the intellectual
pedigree for the approach can be found in
Henderson, who was at Harvard also, and
Quant (1958), but some basic ideas such as
dynamic economies of scale have a much
longer pedigree (see, for instance, Jones, 1926).
However, in various institutions the marketing
academics were not slow to recognize what was
going on and also to see that the centrality of
product-market choice linked well with the
importance attached to marketing. This expan-
sion of the teaching domain had a much less
significant impact on the research agenda and
activity within marketing itself, where the focus
continued to underplay the emerging impor-
tance of the competitive dimension (Day and
Wensley, 1983). Hence the relatively atheor-
etical development continued into the process
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of codification of this new area, most obviously
in the first key text by Abell and Hammond
(1979), which was based on a, by then, well-
established second year MBA option at Har-
vard. The book itself is clearly influenced by the
work related to the Profit Impact of Market
Strategy (PIMS) project, as well as work in
management consultancies such as McKinsey,
ADL and, perhaps most importantly, Boston
Consulting Group, whose founder, Bruce Hen-
derson, had close links with Derek Abell. The
MBA course itself started in 1975 with a broad
notion of ‘filling the gap’ between what was
seen then as the marketing domain and the
much broader area of Business Policy, so
encompassing issues relating to Research and
Development, Distribution and Competitive
Costs. The course itself was a second year
elective and rapidly expanded to four sections
with a major commitment on development and
case writing in 1976 and 1977. For a more
historical analysis of the ways in which the case
method has been used to incorporate new
issues in management whilst avoiding some
central concerns about the nature of power and
influence, see Contardo and Wensley (2002).

In retrospect, this period was the high
point for the uncontested impact of competitive
market-related analysis on strategic manage-
ment practice. With the advantage of hindsight,
it is clear that a serious alternative perspective
was also developing, most obviously signalled
by Peters and Waterman (1982), which was to
have a very substantial impact on what was
taught in strategic management courses and
what was marketed by consultancies. It was
also a significant book in the sense that,
although not widely recognized as so doing, it
also attempted to integrate, at least to some
degree, earlier work by other relevant aca-
demics such as Mintzberg (1973), Pettigrew
(1973), and Weick (1976).

As the decade progressed, it was inevitable
that, at least to some degree, each side recog-
nized the other as a key protagonist. Perhaps
one of the most noteworthy comments is that in
which Robert Waterman challenged the value

of a Michael Porter-based analysis of competi-
tion. Waterman (1988) argued that the Porter
approach does not work because ‘people get
stuck in trying to carry out his ideas’" for three
reasons: the lack of a single competitor, the
actual nature of interfirm co-operation as well
as competition and, finally, the fact that com-
petitors were neither ‘dumb nor superhuman’.
This is a particular, and rather colourful, way of
representing the notion of ‘rational expecta-
tions’ (Muth, 1961; Simon, 1979) in economics,
to which we will return later in this chapter.

Equally, the economists have not taken
such attacks lying down: somewhat more
recently, Kay (1993) attempted to wrest back the
intellectual dominance in matters of corporate
strategy and Porter (1990) extended his domain
to the nation state itself.

The story, of course, has also become
complicated in other ways, many of which are
outside the scope of this chapter. In terms of
key perspectives, Tom Peters has become more
and more polemical about the nature of success
(indeed, to the extent of arguing in one inter-
view that innovative behaviour now depends
on ignoring rather than exploiting market
evidence), C. K. Prahalad has refined his
original notion of dominant logic to reflect in
general terms the importance of transferable
capabilities and technological interdependen-
cies in the development of strategic advantage
(for instance, see Bettis and Prahalad, 1995;
Prahalad and Hamel, 1990; Prahalad and Bettis,
1989), whist Gary Hamel, who started his work
with C. K. Prahalad on Strategic Intent (1989),
has moved on to espousing radical and revolu-
tionary change (2000) and, of course, Peter
Senge (1992) reiterated the importance of infor-
mation structures, and Hammer and Champy
(1993) introduced a ‘mew’ approach labelled
business process analysis.

In terms of the disciplinary debate, what
was originally broadly a debate between econ-
omists and sociologists now also involves

! Tt is noteworthy that the very representation of the five-
forces diagram, for instance, is one which emphasizes that
the firm is under pressure from all sides.
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psychologists, social anthropologists and, if
they are a distinct discipline, systems theorists.

However, the key change in emphasis has
been the one from analysis to process, from
formulation to implementation. Perhaps the
single most important contributor to this
change has been Henry Mintzberg, who has
developed over the period an extensive critique
of what he calls the ‘Design School’ in Strategic
Management, culminating in his 1994 book. In
this he even challenges the notion of planning
in strategy:

Thus we arrive at the planning school’s grand
fallacy: because analysis is not synthesis, strate-
gic planning is not strategy formation. Analysis
may precede and support synthesis, by defining
the parts that can be combined into wholes.
Analysis may follow and elaborate synthesis,
by decomposing and formalising its conse-
quences. But analysis cannot substitute for
synthesis. No amount of elaboration will ever
enable formal procedures to forecast disconti-
nuities, to inform managers who are detached
from their operations, to create novel strategies.
Ultimately the term ‘strategic planning’ has

proved to be an oxymoron.
(p. 321)

Advertising

Market
research

The early 1970s perspective on the marketing context

Whilst his approach and indeed critique of
strategy analysis is itself rather polemical and
overstated,? there is little doubt that the general
emphasis in strategic management has shifted
significantly towards implementation and
away from formulation and planning.

The nature of the competitive

market environment

As our analysis of marketing strategy has
developed over the last 30 years, so our
representation of the marketing context has
also changed.

As an example, Figure 4.1 is an overhead
which the author used 30 years ago in describ-
ing the nature of the marketing context. A
number of major omissions are clear. In partic-
ular, there is no recognition of competitors and

2 In fact, Mintzberg himself goes on to argue three roles
for ‘corporate planning’: (1) a more refined approach in
traditional contexts; (2) a focus on techniques which
emphasize the uncertain and emergent nature of strategic
phenomena; and/or (3) a more creative and intuitive form
of strategic planning (see Wensley, 1996a).
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distribution is clearly seen as a solely logistical
function. On top of this, customers are very
much represented as ‘at a distance’.

More recently, marketing has recognized
much more explicitly this further range of
issues, including the key role of competition
and the importance of a longer term so-called
relationship perspective, particularly in the
context of customers. On top of this, various
entities in the distribution chain are now clearly
seen as very active intermediaries rather than
just passive logistics agents.

However, the development of this more
complex dynamic representation of the com-
petitive market, which can be seen broadly in
the marketing strategy triangle of the 3Cs (see
Figure 4.2) — customers, competitors and chan-
nels — also implies a more fluid and complex
context for systematic modelling purposes.

Customers, competitors and
channels

The early, more static model of the nature of
the competitive market, which informed many
of the still current and useful tools of analysis,
was both positional and non-interactive. It
was assumed that the market backcloth, often
referred to as the product-market space,
remained relatively stable and static so that, at

Competitors

least in terms of first order effects, strategies
could be defined in positional terms. Similarly,
the general perspective, strongly reinforced by
representations such as that in Figure 4.1, was
that actions by the firm would generally not
create equivalent reactions from the relatively
passive ‘consumers’. This perspective on the
nature of marketing, which might be fairly
labelled the ‘patient’ perspective (Wensley,
1990), is to be found rather widely in market-
ing texts and commentaries, despite the
continued espousal of slogans such as ‘the
customer is king’.

With the adoption of the more interactive
and dynamic perspective implied in the 3Cs
approach, the nature of market-based strategy
becomes much more complex. At the same
time, we must be wary of the temptation to
continue to apply the old tools and concepts
without considering critically whether they are
appropriate in new situations. They represent
in general a special or limiting case, which
quite often requires us to distort the nature of
environment that we are attempting to charac-
terize. The key question as to how far this
distortion is, as our legal colleagues would say,
material is another but frequently unresolved
matter. This notion of materiality is really
linked to impact on actions rather than just
understanding and the degree to which, in
practice, particular forms of marketing strategy

Channels

Figure 42 The marketing strategy triangle of the 3Cs

Customers
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analysis encourage actions which are either
sub-optimal or indeed dysfunctional.

Lacking further experimental or research
evidence on this question, this chapter is
mainly written around the assumption that we
need to recognize, in using these simplifying
approaches, that (i) the degree to which they
actually explain the outcomes of interest will be
limited, particularly when it is a direct measure
of individual competitive performance, and (ii)
the ways in which the underlying assumptions
can cause unintentional biases.

The evolution of analysis,
interpretation and modelling in
marketing strategy from customers
to competitors to channels

Given that the underlying representation of the
competitive market environment has changed
so, not surprisingly, have our processes of
analysis, interpretation and modelling. Initially,
the key focus was on customer-based position-
ing studies, in a particular product-market
space. Such work remains a key component in
the analysis of much market research data, but
from the marketing strategy perspective, we
need to recognize that the dimensionality of the
analytical space has often been rather low,
indeed in some situations little more than a
single price dimension, which has been seen as
highly correlated with an equivalent quality
dimension. There are undoubtedly good rea-
sons for adopting such a low dimensionality
approach in the name of either stability, which
is clearly a critical issue if strategic choices are
going to be made in this context, and/or a
hierarchy of effects in which strategic choices at
this level dominate later, more complex choices
in a higher dimension perceptual space, but it is
often doubtful whether either or both of these
rationales are based on firm empirical evidence
in many situations.

The increased emphasis on the analysis of
competitors has also required us to make
certain Compromises. One, of course, relates to

the balance between what might be termed
public information, legitimate inference and
private information. The other to the fact that
our colleagues in business strategy now give
emphasis to two rather different perspectives
on the nature of competitive firms, one essen-
tially based on similarities (strategic groups:
McGee and Thomas, 1986), the other on differ-
ences (resource-based perspective: Wernerfeld,
1984, 1995a). Sound competitor analysis should
at least enable us to avoid making inconsistent
assumptions, particularly in the context of
public data, like, for instance, assuming that we
will be able to exploit an opportunity which is
known to all, without a significant amount of
competitive reaction.

Finally, there is the question of channels or,
in more general terms, supply chains. The issue
of retailers in particular as independent and
significant economic intermediaries rather than
just logistical channels to the final consumer
has been an important consideration in con-
sumer marketing, at least since the 1970s.
Similarly, in industrial markets the issue of the
supply chain and the central importance of
some form of organization and co-ordination of
the various independent entities within the
chain has been seen as an increasingly impor-
tant strategic issue. Both these developments
have meant that any strategic marketing analy-
sis needs to find ways to evaluate the likely
impact of such independent strategies pursued
by intermediaries, although in many cases our
tools and techniques for doing this remain
rather limited and often rely on no more than
an attempt to speculate on what might be their
preferred strategic action.

Beyond this there has been a broader
attempt to introduce what has become known
as relationship marketing. It is outside the remit
of this chapter to provide a full overview, but
from a strategic viewpoint there are two impor-
tant issues that need to be emphasized. The first
is that a recognition of the relatively stable
pattern of the transaction relationship within
particularly most industrial markets, often
described as the ‘markets as networks’ per-
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spective, is not necessarily the same as a more
prescriptive notion of the need to manage such
relationships. Mattsson (1997) provides a very
useful comparison and evaluation of the sim-
ilarities and differences between the two
approaches, which we will discuss later. The
second is that whilst the relationship per-
spective rightly moves our attention away from
individual transactions towards patterns of
interaction over longer time periods, it often
seems to assume that the motivations of each
party are symmetric. In practice, in both con-
sumer (Fournier et al., 1998) and industrial
markets (Faria and Wensley, 2002), this may
prove to be a very problematic assumption.

The codification of marketing
strategy analysis in terms of

three strategies, four boxes and
five forces

What can now be regarded as ‘traditional’
marketing strategy analysis was developed
primarily in the 1970s. It was codified in
various ways, including the strategic triangle
developed by Ohmae (1982) as reproduced in
Figure 4.3, but perhaps more memorably, the
most significant elements in the analysis can be
defined in terms of the three generic strategies,
the four boxes (or perhaps more appropriately
strategic contexts) and the five forces.

These particular frameworks also repre-
sent the substantial debt that marketing strat-
egy owes to economic analysis; the three
strategies and the five forces are directly taken
from Michael Porter’s influential work, which
derived from his earlier work in Industrial
Organization Economics. The four contexts
were initially popularized by the Boston Con-
sulting Group under Bruce Henderson, again
strongly influenced by micro-economic analy-
sis. Whilst each of these approaches remains a
significant component in much marketing
strategy teaching (see Morrison and Wensley,

1991), we also need to recognize some of the
key considerations and assumptions which
need to be considered in any critical
application.

The three strategies

It could reasonably be argued that Porter really
reintroduced the standard economic notion of
scale to the distinction between cost and differ-
entiation to arrive at the three generic strategies
of focus, cost and differentiation. Indeed, in his
later formulation of the three strategies they
really became four in that he suggested, rightly,
that the choice between an emphasis on com-
petition via cost or differentiation can be made
at various scales of operation.

With further consideration it is clear that
both of these dimensions are themselves not
only continuous, but also likely to be the
aggregate of a number of relatively independ-
ent elements or dimensions. Hence scale is in
many contexts not just a single measure of
volume of finished output, but also of relative
volumes of sub-assemblies and activities
which may well be shared. Even more so in
the case of ‘differentiation’, where we can
expect that there are various different ways in
which any supplier attempts to differentiate
their offerings. On top of this, a number of
other commentators, most particularly John
Kay (1993), have noted that not only may the
cost differentiation scale be continuous rather
than dichotomous, but it also might not be
seen as a real dimension at all. At some point
this could become a semantic squabble, but
there clearly is an important point that many
successful strategies are built around a notion
of good value for money rather than a pure
emphasis on cost or differentiation at any
price. Michael Porter (1980) might describe
this as a ‘middle’ strategy, but rather crucially
he has consistently claimed that there is a
severe danger of getting ‘caught in the
middle’. In fact, it might be reasonable to
assume that in many cases being in the mid-
dle is the best place to be: after all, Porter
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Source: Ohmae (1982, p. 92)

has never presented significant systematic
evidence to support his own assertion (cf.
Wensley, 1994).

The four contexts

The four boxes (contexts) relate to the market
share/market growth matrix originally devel-
oped by the Boston Consulting Group (BCG)
under Bruce Henderson. Although there have
inevitably been a whole range of different
matrix frameworks which have emerged since
the early days, the BCG one remains an
outstanding exemplar not only because of its
widespread popularity and impact (nowadays
even University vice-chancellors have been
heard to use terms such as ‘cash cow’), but
because there was an underlying basic eco-
nomic logic in its development. Many other
similar frameworks just adopted the rather
tautologous proposition that one should invest
in domains which were both attractive and
where one had comparative advantage!

Competitors

The market growth/market share matrix,
however, still involved a set of key assump-
tions which were certainly contestable. In
particular, alongside the relatively uncontro-
versial one that in general the growth rate in
markets tends to decline, there were the
assumptions that it was in some sense both
easier to gain market share in higher growth
rate markets, and also that the returns to such
gains were likely to be of longer duration.

This issue can be seen as assumptions
about first the cost and then the benefit of
investment in market share, and has been
discussed and debated widely in marketing
over the last 20 years (see Jacobson and Aaker,
1985; Jacobson, 1994). The general conclusions
would appear to be that:

(i) market share as an investment is not on
average under-priced, and may well be
over-priced;

(ii) the cost of gaining market share is less
related to the market growth rate and




60

The Marketing Book

much more to the relationship between
actual growth rates and competitors’
expectations;

(i)  much of the benefit attributed to market
share is probably better interpreted as the
result of competitive advantages generated
by more specific resources and choices in
marketing or other corporate areas.

On this basis, it would seem that the bias
implied in the BCG matrix towards investment
in market share at the early stages of market
growth is not really justified, particularly when
one takes into account that at this stage in
market development many investments are
likely to be somewhat more risky as well. We do,
however, need to be clear between the simple
trade-off between risk and return and the
undoubted fact that, in more risky situations, it
may be more advisable to make optional
invetsments, that is to look at what are termed
‘real options’ (see Dixit and Pindyck, 1995).
However, companies can benefit from a focus
on market share position when it encourages
them to place greater emphasis on the market-
ing fundamentals for a particular business.

More generally, the matrix as an analytical
device suffers from some of the problems which
we illustrated for the three strategies approach:
an analysis which is essentially based on
extreme points when in practice many of the
portfolio choices are actually around the centre
of the diagram. This implies that any discrim-
ination between business units needs to be on
the basis of much more specific analysis rather
than broad general characteristics.

The five forces

The five forces analysis was originally intro-
duced by Michael Porter to emphasize the
extent to which the overall basis of competition
was much wider than just the rivalries between
established competitors in a particular market.
Whilst not exactly novel as an insight, partic-
ularly to suggest that firms also face competi-
tion from new entrants and substitutes, it was

presented in a very effective manner and
served to emphasize not only the specific and
increasing importance of competition as we
discussed, but also the extent to which competi-
tion should be seen as a much wider activity
within the value chain as Porter termed it,
although it might now be more likely to be seen
as the supply chain. Actually, of course, the
situation is a little more complex than this.

Porter used the term value chain when in
essence he was concentrating more on the chain
of actual costs. More recent commentators such
as McGee (2002) maintain a distinction between
the value chain, which represents those activ-
ities undertaken by a firm, and the supply chain,
of which the value chain is a subset, which refers
to all the activities leading up to the final
product for the consumer. Whilst ex post from
an economic point-of-view, there is no difference
between value and cost, it is indeed the process
of both competition and collaboration between
various firms and intermediaries which finally
results in the attribution of value throughout the
relevant network. In this sense, as others have
recognized, a supply chain is an intermediate
organization form where there is a higher degree
of co-operation between the firms within the
chain and a greater degree of competition
between the firms within different chains. In this
context, Porter’s analysis has tended to focus
much more clearly on the issue of competition
rather than co-operation. Indeed, at least in its
representational form, it has tended to go
further than this and focus attention on the
nature of the competitive pressures on the firm
itself rather than interaction between the firm
and other organizations in the marketplace.

The search for generic rules for

success amidst diversity

As we have suggested above, the codification of
marketing strategy was based on three essential
schemata. This structure, while it was based on
some valid theoretical concepts, did not really
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provide a systematic approach to the central
question: the nature of sustained economic
performance in the competitive marketplace.
Whilst such an objective was clearly recognized
in the so-called search for Sustainable Com-
petitive Advantage (Day and Wensley, 1988),
there remained some central concerns as to
whether such a notion was realistic given the
dynamic and uncertain nature of the com-
petitive marketplace (Dickinson, 1992).

Indeed, not only is it dynamic and uncer-
tain, but it is also diverse: firms are heteroge-
neous and so is the nature of demand.

A useful way of looking at demand side
heterogeneity is from the user perspective
directly. Again, I will avoid terms such as
customer or consumer and focus attention on
defining the individual or group concerned
purely in terms of product or service usage.
Arguably from its relatively early origins mar-
keting, or at least the more functional focused
study of marketing management, has been
concerned with managerial effective ways of
responding to this heterogeneity, particularly in
terms of market segmentation. Indeed, it would
be reasonable to suggest that without a sub-
stantial level of demand heterogeneity, there
would be little need for marketing approaches
as they are found in most of our textbooks.
Whilst there remains a substantial debate about
the degree to which this market-based hetero-
geneity is indeed ‘manageable’ from a market-
ing perspective (cf. Wensley, 1995; Saunders,
1995), to which we will partly return later in
this chapter, our concern at the moment is
merely to recognize the substantial degree of
heterogeneity and consider the degree to which
such diversity on both the supply and demand
side facilitates or negates the possibility of
developing robust ‘rules for success’.

To address this question, we need to
consider the most useful way of characterizing
the competitive market process. This is clearly a
substantial topic in its own right, with propo-
nents of various analogies or metaphors along a
spectrum including game theory, sports games
and military strategy.

To illustrate this issue, let us consider the
field of ecology, where we observe wide diver-
sity in terms of both species and habitat. There
are two critical aspects which must inform any
attempt to transfer this analogy into the field of
strategy. The first is the interactive relationship
between any species and its habitat, nicely
encapsulated in the title of the book by Levins
and Leowontin (1985): The Dialectical Biologist.
Particularly in the context of strategy, it is
important to recognize that the habitat (for
which read market domain) evolves and devel-
ops at least as fast as the species (for which,
rather more problematically, read the individ-
ual firm). For a much more developed discus-
sion of the application of such notions as
species to competitive strategy at the firm level,
see McKelvey (1982).

The second aspect addresses directly our
question of ‘rules for success’. How far can we
identify, particularly through the historical
record, whether there are any reliable rules for
success for particular species characteristics. Of
course, it is very difficult to address this
question without being strongly influenced by
hindsight and most observations are seen as
contentious. However, Stephen Jay Gould
(1987, 1990) has perhaps most directly con-
sidered this issue in his various writings,
particularly the analysis of the Burgess Shale,
and come to the uncompromising conclusion
that it is difficult if not impossible to recognize
any species features or characteristics that
provided a reliable ex ante rule for success.

It would seem that we should at least be
very cautious in any search for rules for success
amidst a world of interactive diversity. Hence
we should hardly be surprised that marketing
strategy analysis does not provide for con-
sistent and sustainable individual success in the
competitive marketplace. However, we do have
a set of theoretical frameworks and practical
tools which at least allow us to represent some
of the key dynamics of both customer and
competitive behaviour in a way which ensures
we avoid errors of inconsistency or simple
naivety.
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As we have discussed above, most analysis
in marketing strategy is informed by what are
essentially economic frameworks and so tend to
focus attention on situations in which both the
competitive structure of the market and the
nature of consumer preferences are relatively
well established. As we move our attention to
more novel situations, these structures tend to
be at best indeterminate and therefore the
analytical frameworks are less appropriate. We
encounter the first of many ironies in the nature
of marketing strategy analysis. It is often least
applicable in the very situations in which there
is a real opportunity for a new source of
economic advantage based on a restructuring of
either or both the competitive environment and
consumer preferences. However, recent detailed
work on customer perceptions of market struc-
ture actually suggests that in even relatively
stable contexts such as autos and motor cycles,
the structures may be quite dynamic (Rosa et al.,
1999; Rosa and Porac, 2002).

Models of competition: game

theory versus evolutionary
ecology

To develop a formal approach to the modelling
of competitive behaviour we need to define:

I The nature of the arena in which the
competitive activity takes place.

2 The structure or rules which govern the
behaviour of the participants.

3 The options available in terms of competitor
behaviour (when these consist of a sequence
of actions through time, or over a number of
‘plays’, then they are often referred to in game
theory as strategies).

In this section, however, we particularly wish
to contrast game theory approaches, which in
many ways link directly to the economic
analysis to which we have already referred, and

analogies from evolutionary biology, which
raise difficult questions about the inherent
feasibility of any systematic model building at
the level of the individual firm.

Game theory models of
competition

A game theory model is characterized by a set
of rules which described: (1) the number of
firms competing against each other; (2) the set
of actions that each firm can take at each point
in time; (3) the profits that each firm will realize
for each set of competitive actions; (4) the time
pattern of actions — whether they occur simulta-
neously or one firm moves first; and (5) the
nature of information about competitive activ-
ity — who knows what, when? The notion of
rationality also plays a particularly important
role in models of competitive behaviour.
Rationality implies a link between actions and
intentions but not common intentions between
competitors. A wider and comprehensive
review of the application of game theory to
marketing situations can be found in Moorthy
(1985).

Models describing competitive activity are
designed to understand the behaviour of ‘free’
economic agents. Thus, these models start with
an assumption of ‘weak’ rationality — the agents
will take actions that are consistent with their
longer-term objectives. The models also assume
a stronger form of rationality — the intentions of
the agents can be expressed in terms of a
number of economic measures of outcome
states, such as profit, sales, growth, or market
share objectives.

Do the results of the game theory model
indicate how firms should act in competitive
situations? Do the models describe the evolu-
tion of competitive interactions in the real
world? These questions have spawned a lively
debate among management scientists concern-
ing the usefulness of game theory models.
Kadane and Larkey (1982) suggested that game
theory models are conditionally normative and
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conditionally descriptive. The results indicate
how firms should behave given a set of
assumptions about the alternatives, the payoffs,
and the properties of an ‘optimal” solution (the
equilibrium). Similarly, game theory results
describe the evolution of competitive strategy,
but only given a specific set of assumptions.

The seemingly unrealistic and simplistic
nature of the competitive reactions incorp-
orated in game theory models and the nature of
the equilibrium concept led some marketers to
question the managerial relevance of these
models (Dolan, 1981). However, all models
involve simplifying assumptions and game
theory models,® whilst often highly structured,
underpin most attempts to apply economic
analysis to issues of competition among a
limited number of firms. Indeed, as Goeree and
Holt (2001) observe:

Game theory has finally gained the central role
... in some areas of economics (e.g. industrial
organization) virtually all recent developments
are applications of game theory.

(p. 1402)

As discussed above, Industrial Organization
(IO) economics provides one way of extending
basic game theory approaches by examining
the nature of competitive behaviour when
assumptions about homogeneous firms and
customers are relaxed. IO economists, espe-
cially Richard Caves (1980) and Michael Porter
(1981), directed the development of IO theory
to strategic management issues. The concepts
of strategic groups and mobility barriers are
key elements in this new IO perspective. As
Richard Caves (1984) indicates: ‘The concepts
of strategic groups and mobility barriers do not
add up to a tight formal model. Rather, they
serve to organize predictions that come from

3 A good coverage of game theory approaches is to be
found in Kreps (1990), but as indeed Goeree and Holt (2001)
note, there remain some significant problems with the
predictive power of game theory models when they are
compared with actual behaviour, most obviously in asym-
metric pay-off situations, which raises questions about the
underlying notion of rationality.

tight models and assist in confronting them
with empirical evidence — a dynamised add-on
to the traditional structure—conduct—perform-
ance paradigm.’

Evolutionary ecological analogies

Evolutionary ecology has also emerged as a
popular analogy for understanding the types of
market-based strategies pursued by companies
(Coyle, 1986; Lambkin and Day, 1989). These
analogies have been previously used to
describe both the nature of the competitive
process itself (Henderson, 1983) as well as the
notion of ‘niche’ strategy (Hofer and Schendel,
1977). Organizational theorists and sociologists
have adopted an ecological model, describing
the growth of a specie in an ecology, to describe
the types of firms in an environment.

r- and k-Strategies

From an ecological perspective, there is an
upper limit on the population of a species in a
resource environment. When the population of
a species is small, the effects of the carrying
capacity are minimal and the growth is an
exponential function of the natural growth rate.
The carrying capacity only becomes important
when the population size is large relative to the
carrying capacity. The parameters of the stand-
ard growth model have been used to describe
two alternative strategies: r-strategies and
k-strategies. r-Strategists enter a new resource
space (product-market space) at an early stage
when few other organizations are present,
while k-strategists join later when there are a
larger number of organizations in the environ-
ment. Once a particular type of organization
has established itself in an environment, it
resists change due to the development of vested
interest within the organization. The number of
firms in an environment at one point in time,
referred to as the population density, is a proxy
for the intensity of competition.

Based on this perspective, the initial
entrants into an environment are usually
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r-strategist-small, new firms that are quick to
move and not constrained by the inherent
inertia confronting firms established in other
environments. While r-strategists are flexible,
they are also inefficient due to their lack of
experience. After several r-strategists have
entered a new environment, established organi-
zations, k-strategists, overcome their inertia,
enter the environment, and exploit their advan-
tage of greater efficiency based on extensive
experience. The characteristics of the environ-
ment and particularly the viable niches that
emerge determine whether these successive
entrants can coexist.

A niche is defined as the specific combina-
tion of resources that is needed to support a
species or type of organization. Niche width
indicates whether this combination of resource
is available over a broad range of the resource
source space or whether it is only available in a
narrow range of the space. A generalist is able
to operate in a broad range while a specialist is
restricted to a narrow range. The nature of a
particular environment favours either general-
ists or specialists.

Environments are described by two dimen-
sions: variability and frequency of environmen-
tal change. In a highly variable environment,
changes are dramatic, and fundamentally dif-
ferent strategic responses are required for sur-
vival. In contrast, strategic alterations are not
required to cope with an environment of low
variability. A specialist strategy in which high
performance occurs in a narrow portion of the
environment is surprisingly more appropriate
when environmental changes are dramatic and
frequent. Under these conditions, it is unlikely
that a generalist would have sufficient flex-
ibility to cope with the wide range of environ-
mental conditions it would face, whilst the
specialist can at least outperform it in a specific
environment. For a more detailed discussion of
this analysis, see Lambkin and Day (1989), as
well as an introduction to more complex
strategy options involving polymorphism and
portfolios. Achrol (1991) also develops this
approach further with some useful examples. A

generalist strategist is most appropriate in an
environment characterized by infrequent,
minor changes, because this environment
allows the generalist to exploit its large-scale
efficiencies.

Comparing the key elements in
different models of competition

In this analysis we have left out two other
generic types of competitive analogy which are
commonly used: sports games and military
conflict. Whilst in general these can both be
illuminating and informative, they represent in
many ways intermediate categories between
game theory and evolutionary ecology.

The sports game approach focuses on the
relationship between prior planning and the
action in the game itself (including the degree
of co-ordination between the various individ-
ual players), the interaction between com-
petitive response within different time periods
(play, game, season), the multiple routes to
success but the general evidence that it is
necessary to compete on more than one dimen-
sion, and that success rapidly encourages imita-
tion. Within the sports game analogy, we
recognize the key role of ‘rules’ and particularly
changes in rules as a means of influencing
competitive strategies.

The military analogies raise the related
issue of what happens in competitive situations
when the rules themselves are neither well
codified nor necessarily fully accepted, com-
bined with the fact that there is no analogy to
the referee in the sports game context. Perhaps
most useful from the point of view of com-
petitive strategy is the focus on the balance
between clarity and confusion in one’s inten-
tions and the general notion of signalling. It is
important to avoid becoming over-committed
to a particular approach because one’s inten-
tions can be read unambiguously by the enemy;
on the other hand, a sense of direction is
required to maintain internal cohesion and
morale. The military perspective also reinforces
the multiple time periods of the sports game
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competitive analogy. In most military conflicts it
is assumed that the problems can be overcome
with enough resources and effort, but then this
degree of commitment could prove too much
from a wider perspective, and hence the old
adage of winning the battle but not the war.

In terms of limitations sports game analo-
gies, or at least the ones with most common
currency, which tend to be games of position
such as American football rather than games of
flow such as soccer, focus on a simple territorial
logic and a well-defined and unchanging set of
rules (Kierstead, 1972). They also presume a
high degree of control over the activities of
individual players. Conversely, military analo-
gies inevitably focus on conflict, and again, in
their most popular manifestations, direct and
immediate conflict. The physical terrain often
occupies a critical role in the analysis of
competitive dispositions and there is a focus on
the nature of external factors, as opposed to
internal organization and control, and supply
logistics.

The strategic groups and mobility barriers
in the Industrial Organization economics
approach recognize the critical asymmetries
between competing firms. This approach iden-
tifies three methods by which firms can isolate
themselves from competition — (1) differentia-
tion, (2) cost efficiency and (3) collusion -
although the latter issue has tended to be
ignored. The developments within the IO para-
digm have therefore tended to usefully focus
on the nature and significance of various
mechanisms for isolating the firm from its
competition. The evolutionary ecological anal-
ogy, on the other hand, focuses on the notion of
scope with the general distinction between
specialists and generalists. The ecological
approach also raises interesting questions
about the form, level and type of ‘organization’
that we are considering. In particular, we need
to recognize most markets as forms of organiza-
tion in their own right, as those who have
argued the ‘markets as networks’ approach
have done, and question how far we can justify
an exclusive focus on the firm as the key

organization unit. Finally, the analogy raises
more directly the concern about the interaction
between various different units (species) and
their evolving habitat. The marketplace, like the
habitat, can become relatively unstable and so
both affect and be affected by the strategies of
the individual firms.

As we have suggested, any analogy is far
from perfect, as we would expect. The limita-
tions are as critical as the issues that are raised
because they give us some sense of the bounds
within which the analogy itself is likely to be
useful. Extending it outside these bounds is
likely to be counter-productive and misleading.

The Organization Economics approach in
practice tends to neglect the interaction
between cost and quality. We have already
suggested that while the notion ‘focus’ within
this analogy is an attempt to recognize this
problem, it is only partially successful because
it subsumes a characteristic of any successful
competitive strategy into one generic category.
We must further consider the extent to which
we can reasonably reliably distinguish between
the various forms of mixed strategies over time
and the extent to which the strategic groups
themselves remain stable.

The limitations of analogies from evolu-
tionary ecology are more in terms of the
questions that are not answered than those
where the answers are misleading. The nature
of ‘competition” is both unclear and complex,
there is confusion as to the level and appro-
priate unit of analysis, and the notion of niche’
which has become so current in much strategy
writing overlooks the fact that, by definition,
every species has one anyway.

Frequently, business commentators link
the concept of a niche to a competitive exclu-
sion principle that no two species (identical
organisms or companies) can occupy the same
niche (compete in the same manner). Ecologists
are quite critical of this concept of a niche:

A niche, then, in either meaning is a description
of the ecology of the species and there is
absolutely no justification for supposing that
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each area has a number of pigeon-holes into
which species can be fitted until the community
is full. The most unfortunate result of using the
term niche is to predispose the minds of readers
into thinking that species occupy exclusive
compartments in communities and, therefore,
competition leads to displacement because
there is no room for two species in one niche.
We have already seen that competition does not
lead to displacement in a number of representa-
tive examples.

(Pontin, 1982)

Characterizing marketing

strategy in terms of evolving
differentiation in time and space

Central to any notion of competition from a
marketing strategy viewpoint is the issue of
differentiation in time and space. What makes a
real market interesting is that (i) the market
demand is heterogeneous, (ii) the suppliers are
differentiated, and (iii) there are processes of
feedback and change through time. Clearly,
these three elements interact significantly, yet in
most cases we find that to reduce the complexity
in our analysis and understanding we treat each
item relatively independently. For instance, in
most current treatments of these issues in
marketing strategy we would use some form of
market segmentation schema to map heteroge-
neous demand, some notion of the resource-based
view of the firm to reflect the differentiation
amongst suppliers, and some model of market
evolution such as the product life cycle to reflect
the nature of the time dynamic.

Such an approach has two major limita-
tions which may act to remove any benefit from
the undoubted reduction of analytical complex-
ity. First, it assumes implicitly that this decom-
position is reasonably first order correct: that
the impact of the individual elements is more
important than their interaction terms. To
examine this assumption critically we need
some alternative form of analysis and repre-
sentation, such as modelling the phenomena of

interest as the co-evolution of firms and cus-
tomers in a dynamic phase space, which allows
for the fact that time and space interact.

Second, it assumes that the ways of repre-
senting the individual elements that we use, in
particular market segmentation and product
life cycle concepts, are in fact robust representa-
tions of the underlying phenomena. In terms of
the adequacy of each element in its own terms,
we need to look more closely at the ways in
which individual improvements may be ach-
ieved and finally we might wish to consider
whether it would be better to model partial
interactions, say, between two elements only
rather than the complete system.

Differentiation in space: issues of
market segmentation

The analysis of spatial competition has, of
course, a long history back at least to the classical
Hotelling model of linear competition, such as
that faced by the two ice-cream sellers on the sea
front. The basic Hotelling model, however, did
capture the two critical issues in spatial competi-
tion: the notion of a space dimension which
separated the various competitive suppliers, as
well as the fact that these suppliers themselves
would have some degree of mobility. In tradi-
tional economic terms Hotelling was interested
in establishing the equilibrium solution under
these two considerations, whereas in marketing
we are often more concerned with the impact
and likelihood of particular spatial moves,
although some notion of the stable long-term
equilibrium, if it exists, is obviously important.
The Hotelling model provides us with the basic
structure of spatial competition: a definition of
the space domain, some model of the relation-
ship between the positioning of the relevant
suppliers within this space, and their relative
demands.

In marketing, the competitive space is
generally characterized in terms of market
segmentation. Market segmentation has, of
course, received considerable attention in both
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marketing research and practice. There is by
now a very large body of empirical work in the
general field of market segmentation, but even
so there remain some critical problems. In
particular:

I We have evidence that the cross-elasticities
with respect to different marketing mix
elements are likely to be not only of different
orders, but actually imply different structures
of relationship between individual product
offerings.

2 Competitive behaviour patterns, which after all
in a strict sense, determine the nature of the
experiment from which the elasticities can be
derived, seem to be, to use a term coined by
Leeflang and Wittick (1993), ‘out of balance’
with the cross-elasticity data.*

Beyond this, the topic of market segmentation
is covered in much greater depth elsewhere in
this book. For the purposes of this chapter we
wish to concentrate on the specific question as
to how far segmentation provides us with an
appropriate definition of the space within
which competition evolves. In this sense, the
key questions are, as we discussed above, about
the dimensionality of the space concerned, the
stability of the demand function and the degree
of mobility for individual firms (or more
correctly individual offerings) in terms of
repositioning.

4 This, of course, raises questions about the nature and
causes of this imbalance. Leeflang and Wittick, in their
original approach, were particularly interested in the
notion that forms of conjoint analysis could be used to
determine the underlying customer trade-off matrix which
is, of course, only partly revealed in the empirical cus-
tomer elasticities (because individual customers can only
respond to the actual offerings that are available) and
which is ‘assumed’ (with some degree of bias and error)
by individual competitors in determining their com-
petitive actions and reactions. More recently, they have
argued that much of the managerial behaviour they
observe could be explained by the imbalance in incentive
structures in that management will rarely get criticized for
reacting to competitive moves! Similarly, Clark and Mont-
gomery (1995) have argued that such over-reaction, or as
they term it ‘paranoia’, may actually not result in lower
performance.

These are, in practice, very difficult ques-
tions to deal with for two critical reasons:

(i) The nature of the choice process is such
that, for many offerings, individual
consumers choose from a portfolio of
items rather than merely make exclusive
choices and, hence, in principle it is difficult
to isolate the impact of one offering from
the others in the portfolio.

(i)  The dimensions of the choice space are
often inferred from the responses to
current offerings, and therefore it is difficult
to distinguish between the effects of
current offerings and some notion of an
underlying set of preference structures.

Segmentation and positioning

In principle, we can describe the nature of
spatial competition in a market either in
demand terms or in supply terms. Market
segmentation represents the demand perspec-
tive on structure, whilst competitive position-
ing represents the supply perspective.

Market segmentation takes as its starting
point assumptions about the differing require-
ments that individual customers have with
respect to bundles of benefits, in particular use
situations. Most obviously in this context it is
an ‘ideal’ approach in that it is effectively
assumed that each customer can/does specify
their own ideal benefit bundle and their pur-
chase choice in the relevant use situation is
based on proximity to this ideal point. In
consumer psychology this is equivalent to an
assumption that individuals have strong and
stable preferences.

The competitive positioning approach uses
consumer judgements, normally on an aggre-
gate basis, to the similarities and differences
between specific competitive offerings. In prin-
ciple, this provides an analytical output
roughly equivalent to the spatial distribution in
the Hotelling model. Such an analysis can also
be used to provide an estimate of the dimen-
sionality of the discriminant space, but in many
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situations for ease of presentation the results
are presented in a constrained 2D format.
Equally, benefit segmentation studies can be
used along with techniques such as factor
analysis to try and arrive at an estimate of the
dimensionality of the demand side.

We can be reasonably certain that the
attitude space for customers in any particular
market is generally, say, N > 3: factor analytical
studies might suggest at least four or five in
general and that of competitive offerings is of at
least a similar order. Indeed, in the latter case, if
we considered the resource-based view of the
firm very seriously we might go for a dimen-
sionality as high as the number of competitors.

Of more interest from a strategy point-of-
view is how we represent what happens in
terms of actual purchase behaviour in a com-
petitive market through time. Although there is
relatively little high quality empirical and
indeed theoretical work in this area, so far there
are intriguing results to suggest that the dimen-
sionality of the market space for this purpose
can be much reduced, although we may still
then have problems with some second order
effects in terms of market evolution. There have
been a number of attempts to apply segmenta-
tion analysis to behavioural data with much
less information as to attitudes or intention. In
one of the more detailed of such studies,
Chintagunta (1994) suggested that the dimen-
sionality of the revealed competitive space was
two-dimensional but even this might be really
an over-estimate. In his own interpretation of
the results he focuses on the degree to which
the data analysis reveals interesting differences
in terms of brand position revealed by individ-
ual purchase patterns through time. In fact, on
closer inspection it is clear that we can achieve
a high level of discrimination with the one-
dimensional map where there are two distinct
groupings, and one intermediate brand and
one ‘outlier’ brand. It is significant that these
groupings are not either brand or pack-sized
based, but a mixture. In fact, the only result in
moving from the one-dimensional to the two-
dimensional analysis is that one brand has

become less discriminated (see Wensley, 1996b).
Hence it would appear that we can rather
surprisingly reduce the effective competitive
space to a single dimension, with the possibility
of only some second order anomalies.

In terms of second order anomalies, we can
also consider some of the issues raised by the
so-called ‘compromise effect’ in choice situa-
tions where the choice between two alter-
natives depends on other, less attractive,
alternatives. In an intriguing paper, Wernerfeld
(1995b) argues that this effect can be system-
atically explained by the notion that consumers
draw inferences about their own personal
valuations from the portfolio of offerings. How-
ever, it may be that a compromise effect could
also be seen as the result of mapping an N > 1
attribute and preference space ontoan N =1 set
of purchase decisions. The classical Victorian
monograph ‘Flatland” (Abbott, 1884; 1992) pro-
vided an early illustration of many perceptual
problems of moving between space of different
dimensions.

A simple model of spatial competition
might therefore be one in which a considerable
amount of competition can be seen as along a
single dimension, in circumstances in which
multiple offerings are possible, and where there
is no reason to believe a priori that individual
offerings will be grouped either by common
brand or specification, with a fixed entry cost
for each item and a distribution of demand
which is multi-modal. To this extent it may
actually be true that the very simplifications
that many criticize in the Porter ‘three generic
strategies” approach may be reasonably appro-
priate in building a first order model of
competitive market evolution (see Campbell-
Hunt, 2000). In the short term, following the
notion of ‘clout’ and ‘vulnerability’ (Cooper
and Nakanishi, 1988), we might also expect
changes in position in this competitive dimen-
sion could be a function of a whole range of
what might often be seen as tactical as well as
strategic marketing actions.

Cooper has more recently (see Cooper and
Inoue, 1996) extended his own approach to
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understanding market structures by marrying
two different data types — switching probabili-
ties and attribute ratings. Despite the fact that
the models developed appear to perform well
against the appropriate statistical test, there
remain basic issues which link to the issue of
the time dynamic evolution of the market or
demand space. When the model is applied to
the well-established dataset on car purchase
switching behaviour (Harshman et al., 1982), it
is clear that it provides an interesting and
informative analysis of the ways in which
various customer ‘segments’ have evolved over
time both in terms of their size and attribute
preferences. However, given the nature of the
data and the form of analysis, the dynamic
process whereby customer desires change in
response to both new competitive offerings and
other endogenous and exogenous factors can
only be seen in terms of changes in attributes
and specific switching decisions. We must now
consider, however, particularly in the context of
understanding the time-based nature of market
strategies, how we might incorporate in more
detail a longer-term time dimension with a
stronger customer focus.

Differentiation in time: beyond the

product life cycle — characterizing

the nature of competitive market
evolution

Few management concepts have been so widely
accepted or thoroughly criticized as the product
life cycle.

(Lambkin and Day, 1989, p. 4)

The product life cycle has the advantage that it
represents the most simple form of path devel-
opment for any product (introduction, growth,
maturity, decline) but, as has been widely
recognized, this remains a highly stylized rep-
resentation of the product sales pattern for
most products during their lifetime. Whilst it is
reasonably clear that it is difficult if not
impossible to propose a better single generic

time pattern, any such pattern is subject to
considerable distortion as a result of inter-
actions with changes in technology, as well as
both customer and competitor behaviour.

Lambkin and Day (1989) suggested that an
understanding of the process of product-mar-
ket evolution required a more explicit distinc-
tion between issues of the demand system, the
supply system and the resource environment.
However, they chose to emphasize the nature
of the demand evolution primarily in terms of
diffusion processes. This approach tends to
underestimate the extent to which demand side
evolution is as much about the way(s) in which
the structure of the demand space is changing
as the more aggregate issue of the total demand
itself. Lambkin and Day (1989) themselves treat
these two issues at different levels of analysis,
with ‘segmentation’ as an issue in market
evolution which is defined as the resource
environment within which the process of the
product life cycle takes place.

Beyond this, more recent research, on the
process of market evolution, partly building on
some of the ideas developed by Lambkin and
Day (1989), has attempted to incorporate some
insights from, amongst other areas, evolu-
tionary ecology. In particular, work on the
extensive disk-drive database, which gives
quarterly data on all disk-drive manufacturers,
has allowed Christensen (1997) and Freeman
(1997) to look at the ways in which, at the early
stages in the market development, the existence
of competitive offerings seems to encourage
market growth, whereas at later stages the
likelihood of firm exit increases with firm
density. Other computer-related industries
have also provided the opportunity for empiri-
cal work on some of the issues relating to both
the impact of standardization, modularization
and the nature of generation effects (Sanchez,
1995), although in the latter case it must be
admitted that the effects themselves can some-
times be seen as a result of marketing actions in
their own right.

Much of the market shift towards standard-
ization as it evolves can be seen as analogous
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to more recent work on the mathematics of
chaos, and particular questions of the nature of
boundaries between domains of chaos and
those of order: often labelled the phenomena of
complexity (Cohen and Stewart, 1995).
Whether we can use such models to provide a
better understanding of the nature of market
evolution beyond the basic analogy remains an
important question for empirical research.

More recent attempts to apply spatial
competition models which demonstrate some
level of chaotic or complexity characteristics
either to competitive behaviour in a retailing
context (Krider and Weinberg, 1997), or in the
case of both multi-brand category competition
(Rungie, 1998) and competition between audit
service providers (Chan et al., 1999), show that
such models may be able to give us significant
new insights as to the nature of competitive
market evolution.

Research in marketing strategy:
fallacies of free lunches and the

nature of answerable research
questions

Distinguishing between information
about means, variances and outliers

As we indicated at the start of this chapter,
much research in marketing strategy attempts
to address what is in some senses an impossible
question: what is the basic nature of a success-
ful competitive marketing strategy. Such a
question presumes the equivalent of a free
lunch: we research to find the equivalent of a
universal money machine. Before we explore
this issue further we need to establish a few
basic principles. The competitive process is
such that:

(i) Average performance can only produce
average results, which in the general nature
of a competitive system means that success

is related to above average and sometimes
even outlier levels of performance.

(i)  The basic principle of rational expectations
is that we can expect our competitors to
be able, on average, to interpret any public
data to reveal profitable opportunities as
well as we can. In more direct terms it
means that, on average, competitors are as
clever or as stupid as we are. A
combination of public information and the
impact of basic rational expectations
approaches therefore means that the route
to success cannot lie in simply exploiting
public information in an effective manner,
although such a strategy may enable a firm
to improve its own performance.

(i)  As we have discussed above, the basis of
individual firm or unit performance is a
complex mix of firm, competitor and
market factors. We therefore can expect
that any attempt to explain performance
will be subject to considerable error given
that it is difficult or not impossible to
identify an adequate range of variables
which cover both the specifics of the firm’s
own situation and the details of the market
and competitor behaviour.

For these reasons research in marketing strat-
egy, as in the strategy field as a whole, has
almost always tended to be in one of the two
categories:

| Database, quantitative analysis that has relied
on statistical and econometric approaches to
produce results which indicate certain
independent variables that, on average,
correlate with performance. As McCloskey and
Ziliak (1996) indicated, more generally in
econometric work, there is a danger that we
often confuse statistical significance with what
they term economic significance. This notion of
economic significance can, from a managerial
perspective, be decomposed into two
elements: first, the extent to which the
relationship identified actually relates to a
significant proportion of the variation in the
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dependent variable and, second, the extent to
which even if it does this regularity actually
enables one to produce a clear prescription
for managerial action.

2 Case study-based research on selected firms,
often based on the notion of some form of
outliers, such as those that perform
particularly well. Here the problems are the
extent to which the story that is told about
the particular nature of the success concerned
can be used to guide action in other
organizations. In practice this often results in
managerial prescriptions that are rather
tautological and at the same time
non-discriminating.

We will now consider examples of both types of
this research.

Market share and ROI: the 10 per
cent rule in practice

One of the most famous results from the PIMS
database was that first reported by Bob Buzzell,

Brad Gale and Ralph Sultan in the Harvard
Business Review in 1975 under the title ‘Market
Share — A Key to Profitability’. They reported
on the relationship between ROI and market
share on a cross-sectional basis within the then
current PIMS database. Although, over the
years, estimates of the R? of this relationship
have varied, it generally shows a value of
around 10 per cent up to a maximum of 15 per
cent. We can start by simulating the original
data that were used (Figure 4.4).

Figure 4.4 is a scatter plot of 500 datapoints
(notional observations) where the relationship
between the two implied variables is actually
the equivalent of an R? of 0.12 or 12 per cent.
Because of the statistical nature of the data
distribution in the PIMS database, the fact that
it is not strictly normal, it is only possible to
simulate a dataset which has either the right
range or the right slope within the correct
proportion of variance explained. This simula-
tion is based on the right range of values, so
that the extreme points are estimated correctly.
As a result, however, the actual slope is
underestimated (see Wensley 1997a, b; Roberts,
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1997). In their original article, Buzzell et al.
‘removed’ much of the variation by calculating
cohort means. We can do the same and also use
more typical modern computer-generated
graphics to represent the results (Figure 4.5).

The cohort mean approach, although now
not commonly used in strategy research of this
sort, will show, as above, some deviations from
the straight line trend at sample sizes such as
500, but as samples get even larger the devia-
tions become, on average, even smaller: indeed,
some textbook representations of the results go
as far as merely illustrating the trend with no
deviations at all. Hence, in the process of
producing a clearer message from the data, we
have nearly eliminated nine tenths of the
variability in our performance variable. This is
much like the ‘trick’ used by many speakers
(including, of course, University Professors) of
allocating the last five minutes of a one-hour
talk to ‘other factors’, or ‘limitations with this
approach’, or some such heading. All very well
provided that the issues covered in the last five
minutes do not really dominate those which
were explored in much greater detail in the first
55 minutes!

How does one explain the
‘unexplained’ 90 per cent!

If we return to the scatter diagram and treat it
as if it represented the current performance of
500 business units within a single corporate
portfolio in terms of the relationship between
return on investment (ROI) and market share,
then we can see some of the problems that arise
when we try and make managerial evaluations.
The first set of problems relates to the nature of
the data and the way in the which the axes are
measured. In most analyses of this sort, and in
the PIMS data as we discussed above, the data
are essentially cross-sectional, i.e. either annual
or averaged out over a longer fixed period. Any
lead or lag effects are therefore excluded and
any particular one-off effects are compensated
for only to the extent that they are already
discounted from the input data, which are
normally based on management accounts. The
nature of the axes in a standard market share/
ROI analysis is a problem in that they are both
ratios. There are very considerable advantages
that accrue from using ratios in this situation —
most obviously the fact that it is possible to plot
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on the same graph units of very different
absolute sizes — but we do then have the
problem of measurement errors in both the
numerator and denominator for both axes.

Finally, the basic data are also inevitably
limited in the extent to which they can measure
the specifics of any particular business unit
situation. Using basic financial and accounting
data, we cannot take into account issues such as
managerial effectiveness as well as the degree
of integration to achieve scale economies and
efficiencies in terms of marketing and other
activities.

However, we must also put this overall
critique of ‘market share/return’ analysis in
context. We should not underestimate the
original impact of the ‘market share” discovery.
Even if it only ‘explains’ around 10 per cent of
financial performance, this is still a consider-
able achievement. The problem is that, as we
have seen, even at this level we face difficult
interpretation problems. In the end, one per-
haps concludes that its greatest impact was
merely that it legitimized debate and discus-
sion about key competitive market assump-
tions in any strategy dialogue.

Getting to management action: the
additional problem of economics

Even if we can identify the source of a
particular success or indeed the cause of a
particular failure, it is a big jump to assuming
that suitable action can be taken at no cost or
even at a cost which is justified by the sub-
sequent benefits.

We therefore need to overlay our notion of
practical significance with one of economic
significance: a factor or set of factors which
explain a significant proportion of success can
also be used as a decision rule for subsequent
successful management action. This is a big
jump. To return to the market share/ROI
relationship, even if we conclude that there is a
significant correlation between market share
and profitability, we have to make two further

assumptions to justify an economic rule of
‘investing” in market share. First, we have to
move from the more general notion of ‘correla-
tion” or ‘explanation’ to the much more specific
one of ‘causation’. Second, we have to assume
that whatever its benefits, market share is
somehow underpriced. If our first assumption is
correct then broadly it can only be underpriced
if either our competitors, both current and
potential, have a different view or, for some
unspecified reason, happen to value the asset
(market share) significantly lower then we do. In
fact, in specific situations this latter assumption
may be rather less unlikely than it at first
appears: our competitors could indeed value the
benefits differently given their differing portfo-
lio of assets and market positions, but it all
depends on the specifics and the details of the
individual situation rather than the general.

In the end, it is likely that the continued
search for general rules for strategic success via
statistical analysis and large databases will
prove illusory. This does not make the research
effort worthless, we merely have to be realistic
about what can and cannot be achieved. After
all, the in-depth case study narrative approach,
which we will consider shortly, often results in
another type of economic rule: the truth which
is virtually impossible to apply. Perhaps the
best example is to be found in Peters and
Waterman’s original work. Amongst many
memorable criteria for success to be found in In
Search of Excellence was that undeniable one: the
achievement of simultaneous ‘loose-tight” link-
ages. To those who thought that this might
seem contradictory, Peters and Waterman
(1982) provided the helpful observation that:

These are the apparent contradictions that turn
out in practice not to be contradictions at all.
(p. 320)

The Honda case: interpreting
success

One of the best known examples of a case
history which has been interpreted to generate a
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number of marketing strategy lessons is the case
of Honda and their entry into the American
motor cycle market. The various interpretations
and a set of comparative commentaries are to be
found in a set of articles in the California
Management Review (Mintzberg, 1996a).

In summary, the original consultancy
study conducted for the UK government by the
Boston Consulting Group interpreted the suc-
cess that Honda enjoyed in the USA partic-
ularly at the expense of the UK imports as the
result of substantial economies of scale for their
small bikes based on the Cub model, along with
a market entry strategy to identify and exploit a
new segment and set of customers. Richard
Pascale, on the other hand, interviewed rather
later a number of the key executives who had
worked for American Honda at the time and
they told a story which suggested the whole
operation was very much on a shoestring and
the final success was down to a number of
lucky breaks, including a buyer from Sears
persuading them to let him sell their small
model bikes when they were really trying, and
failing, to break into the big bike market.

The debate recorded in the California Man-
agement Review certainly illustrated how the
same story can be interpreted in very different
ways. It also emphasizes the problem that
learning from the undoubted final success that
Honda achieved can be very problematic: even
perhaps for Honda itself. It would seem that in
many ways one of the underlying dilemmas for
Honda, as indeed for any new market entrant,
was that if they took the existing market
structure as fixed and given then the possibil-
ities for them were remote; on the other hand,
market knowledge could only really hint at
possibilities for new market structures.

In the end, Michael Goold (1996), who
worked for BCG at the time, concluded that:

The (BCG) report does not dwell on how the
Honda strategy was evolved and on the learn-
ing that took place. However, the report was
commissioned for industry in crisis, with a brief
of identifying commercially viable alternatives.
The perspective required was managerial, not

historical. And for most executives concerned
with strategic management the primary interest
will always be what should we do now?

Presumably the (Mintzberg) recommenda-
tion would be ‘try something, see if it works
and learn from your experience’; indeed there is
some suggestion that one should specifically try
probable non-starters. For the manager such
advice would be unhelpful even irritating. ‘Of
course we should learn from experience, he
will say, ‘but we have neither the time nor the
money to experiment with endless fruitless
non-starters.” Where the manager needs help is
in what he should try to make work. This surely
is exactly where strategic management thinking
should endeavour to be useful.

Whilst, Mintzberg (1996b) comments:

How then did BCG’s clients actually learn from
this report? And what lessons did BCG itself take
from this particular bit of history? Did it take a
good look at its own performance — do some
analysis about the impact of its own analysis?
The British motorcycle and parts exports to
the United States collapsed to 10 million dollars
in 1976, the year after the report was published.
So much for the result of this practical manage-
rial perspective. I believe that managers who
have neither the time nor the money to experi-
ment are destined to go to the road of the British
motorcycle industry. How in the world can
anyone identify those endless, fruitless non-
starters in advance? To assume such an ability is
simply arrogance, and would, in fact, have
eliminated many, if not most, of the really
innovative products we have come to know.

In the terms of our previous analysis we could
argue that Goold is focusing attention on the 10
per cent that can be explained analytically,
whilst Mintzberg is arguing not only that the 90
per cent is much more important but, much
more importantly, that a realization of specific
causes of success can be achieved more effect-
ively through processes such as learning. This
is, in practice, a strong assertion about the
efficacy of learning processes in organizations
that others might dispute, perhaps most obvi-
ously James March, who in a number of
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contributions has argued that notions such as
forgetting and foolishness are in fact much
more important.

In a further and more recent commentary
on the whole debate about the Honda study,
Mair (1999) argues that:

The weaker hypothesis is therefore that Honda
seeks ways to make apparent contradictory
polarities in strategic management concepts
mutually compatible. A strong hypothesis is that
Honda has found ways to make the polarities
mutually supportive, so that they are in fact
positively rather than negatively correlated.

This suggest that ... an appropriate para-
digm under which the strategy industry could
learn from Honda would be to analyse and
reconstruct how Honda does not choose
between the polar positions of the dichotomies
of strategic management but synthesizes them
in its strategy making. This . .. would of course
include analysis of the problems that arise
when Honda fails to implement such an
approach, notably the apparent over-domina-
tion of the product led aspects of strategy as
revealed by the crisis in the 1990s.

The recourse to processes,

people and purpose in marketing
as well as strategy as a whole

More recently in marketing strategy, as in
strategy as a whole, there has been a move
away from analysis based on real substantive
recommendations for management action
towards a concern more for processes, people
and purposes rather than structure, strategies
and systems. This change in emphasis was
particularly introduced by Bartlett and Ghoshal
(1995) in their influential Harvard Business
Review article.

Whilst this shift can be seen as a reasonable
response to our lack of substantive general-
izable knowledge about the nature of success-
ful marketing strategies in a competitive
marketplace, as we have discussed above, it

should also be seen as one which itself has rather
limited evidence to support it. In marketing
strategy in particular, two areas can be identified
where this trend has been very evident and we
will look critically at both of these: the shift
towards a focus on networks and relationship
marketing, and the increased emphasis on
marketing processes within the firm.

Markets as networks

It is clear, as Easton (1990) has indicated, that
actual firm relationships must be seen on a
spectrum between outright competition at one
end and collusion at the other. At the very least,
such a self-evident observation raises the issue of
the firm (or business unit) as the basic, and often
only, unit of analysis: in certain circumstances
we might more appropriately consider an infor-
mal coalition of such firms as the key unit:

Earlier, the border of the company was seen as
the dividing line between co-operation and
conflict — co-operation within the company and
conflict in relation to all external units. The
corresponding means for co-ordination are hier-
archy and the market mechanism. The existence
of relationships makes this picture much more
diffuse. There are great opportunities for co-
operation with a lot of external units forming,
for example, coalitions. Thus, it is often more
fruitful to see the company as a part of a
network instead of a free and independent actor
in an atomistic market.

(Hakansson, 1987, p. 13)

However, the recognition that there is a net-
work of relationships is merely the first step.
Approaches need to be developed for the
analysis of the network. Hakansson has, for
instance, suggested that the key elements of
any network are actors, activities and resources.
He also suggests that the overall network is
bound together by a number of forces, includ-
ing functional interdependence, as well as
power, knowledge and time-related structure.

There is a danger in confusing a detailed
descriptive model with a simple but robust
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predictive one, let alone one which aids the
diagnostic process. The basic micro-economic
framework which underlies the ‘competitive
advantage’ approach, central to much market-
ing strategy analysis, should not be seen as an
adequate description of the analytical and
processual complexities in specific situations. It
is a framework for predicting the key impacts
of a series of market-mediated transactions: at
the very least outcomes are the joint effect of
decisions themselves and the selection process.
In this sense the only valid criticism of the
application of such a model is that either the
needs of the situation are not met by the
inherent nature of the model or that the model
fails to perform within its own terms.

Relationship marketing

Equally, we may wonder how far the new
found concern for relationship marketing is
indeed new at all. The recognition that custom-
ers faced switching costs and that therefore the
retention of existing customers was clearly an
effective economic strategy is certainly not new.
One can therefore sympathize with Baker
(1993) when he commented:

For example, the propositions that companies
need to understand the industry infrastructure
and/or that working closely with customers is
likely to improve product development success
rates have been known and accepted many
years now and are embedded in the curricula of
most business schools.

(p. 88)

on the book by Regis McKenna (1992), Relation-
ship Marketing.

More recently, Mattsson (1997) has con-
sidered much more critically the relationship
between the underlying approaches in the
‘markets as networks’ and relationship market-
ing perspectives. He rightly observed that
much of the problem lay in the various differ-
ent approaches claiming to represent relation-
ship marketing:

My conclusion is that if we take the limited
view of relationship marketing, we come close
to the first extreme position stated in the
beginning of this article: relationship marketing
and the network perspective have very little in
common. Some relationship marketing aspects
are even contradictory to basic views in the
network perspective. Relationship marketing in
its limited interpretation is just a marketing
strategy aimed to increase customer loyalty,
customer satisfaction and customer retention.
Relationship marketing is aided by modern
information technology that makes it possible
to individualize communication with custom-
ers in a mass market. In that sense relationship
marketing is just a basic application of the
marketing management thinking.

However, let us consider the extended
view that the relationship marketing means
true interaction between the parties over time, a
relatively high mutual dependency between
seller and buyer and a major concern for how
individual relationships are interconnected in
nets and networks. Then we will come much
closer to my second initial position that rela-
tionship marketing and the network perspec-
tive have much to gain from more research
interaction and mutual awareness than what is
presently the case. Relationship marketing
research would benefit from the following
aspects of network perspective research: more
focus on embeddedness of actors and relation-
ships, more consideration of the buyer’s point
of view, more descriptive studies on interaction
and relationships over time, more concern at
the meso and macro levels in the governance
structure, more use of longitudinal research
methods, including case studies. Obviously,
both relationship marketing and the network
perspective must become increasingly aware of,
and contribute to, research developments in a
broader social science framework where the
focus is on the function of relationships
between economic actors.

It may well be that the relationship marketing
movement will have a rather similar impact
on marketing to that of the market share in
the 1970s and early 1980s. As such, the
renewed emphasis on the nature of the cus-
tomer relationship, which is self-evidently
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important in industrial markets, will encour-
age retail marketers to take their customers
more seriously, even to regard them as intelli-
gent and rational agents.” To do so, however,
would also mean to recognize severe scepti-
cism about the various developments in rela-
tionship marketing, such as ‘loyalty’ cards and
one-to-one targeting.

However, it may also be true that the
relationship and network perspectives will, in
the longer term, change our perception of the
critical strategic questions faced by firms as
they and their ‘markets’ evolve and develop.
Easton et al. (1993), for instance, suggest that
the notion of competition and markets is really
only appropriate at specific stages in the life
cycle of the firm or business unit. Indeed, their
approach could be taken further to suggest
that, at the time when there is significant
indeterminacy in terms of competitor and
customer choice, this way of characterizing
strategic choice is, of itself, of limited either
theoretical or practical value. Almost by defini-
tion, the product technology and market struc-
ture needs to be relatively stable for such
strategic choices to be formulated, yet by this
stage the feasible choice set itself may be very
restricted. The argument is, of course, rather
more complicated than this and relates to the
previous debate between Child (1972) and
Aldrich (1979) on the more general issue of
strategic choice.

Emergent or enacted environments

The notion of emergent phenomena has itself
emerged as a key concept in organizational
strategy. Much of the credit for this must go to
Mintzberg (1994), but ironically his analysis of

® To emphasize this perspective, the ESRC for National
Science Week 2002 organized a meeting entitled ‘The
Confident Consumer’, which introduced both Richard
Scase’s new book Living in the Corporate Zoo (Capstone
Publishing, 2002) as well as the ESRC cultures of consump-
tion research programme (see http://www.esrc.ac.uk/
esrccontent/researchfunding/cultures_of
consumption.asp).

the concept itself has been rather limited.
Indeed, he has tended to define the nature of
emergent phenomena in a rather idiosyncratic
manner:

Much as planners can study and interpret
patterns in the organization’s own behavior to
identify its emergent strategies, so too can they
study and interpret patterns in the external
environment to identify possible opportunities
and threats (including, as already noted, the
patterns of competitors actions in order to
identify their strategies).

(p. 375)

This implies that emergent phenomena are
such that they can ex post be related to
intentions or actions through time of the indi-
vidual actors. However, a more common use
of the term emergence incorporates some
notion of interpretation at different levels of
aggregation. After all, for instance, as a num-
ber of authors have previously commented,
markets themselves are emergent phenomena.
It was originally Adam Smith’s insight that
each actor in a market following their own
interest could under certain conditions create
an overall situation of welfare maximization:
in this sense the invisible hand was much
more effective than any attempts at local or
even global optimization.

Others have paid much greater attention
to the nature of emergent properties, but we
also need to recognize a further distinction
between what have been termed emergent
and enacted environments. In a number of
relevant areas, such as information systems,
there is no overall agreement on the nature of
the differences (see Mingers, 1995), but in the
absolute an emergent environment is one in
which there are a set of rules but they are
generally undetermining of the outcome
states, or at least the only way in which an
outcome state can be predicted is by a process
of simulation, whereas an enacted environ-
ment is one in which the nature of the envi-
ronment is itself defined by the cognitive
patterns of the constituents.
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This distinction is particularly important
when we consider the notion of ‘markets as
networks’ as a perspective to understand the
nature of competitive market phenomena. If
we understand the nature of the phenomena
we are trying to understand as essentially
emergent, then there remains considerable
value in attempting to model the relevant
structure of rules or relationships that charac-
terize the environment.® If, on the other hand,
we are more inclined to an enactive view of
the relationship between organizations and
their environment, we need to consider the
degree to which the structure of the network
is not more than a surface phenomenon, itself
resulting from other deeper processes: in this
analysis we need to consider the phenomena
that Giddens (1979) identifies in terms of
‘structuration’. In this process agents and
organizations are simultaneously both creators
of structures, but also have their action con-
strained by these structures.

However, even if we are willing to give a
relatively privileged ontological status to the
detailed network structure in a particular con-
text, we may still face insurmountable prob-
lems in developing high-level regularities from
a more detailed analysis. As Cohen and Stewart
(1995) assert:

We’ve argued that emergence is the rule rather
than the exception, and that there are at least
two distinct ways for high-level rules to
emerge from low-level rules — simplexity and

¢ Actually, even this statement incorporates another
critical assumption. As Mingers notes in commenting on
assumptions about the nature of social systems and the
degree to which they can be seen as self-producing
(autopoietic), even those who develop such an analysis
define the nature of the organizations and their environ-
ment in unexpected ways:

Luhmann . .. in conceptualizing societies as autopoi-
etic ... (sees them) as constituted not by people but
by communications. Societies and their component
subsystems are networks of communicative events,
each communication being triggered by a previous
one and leading in turn to another . .. People are not
part of society but part of its environment.

(p. 211)

complicity.” Can we write down the equations
for emergence? The short answer is no ...
Essentially what is needed is a mathematical
justification for the belief that simple high-
level rules not only can, but usually do,
emerge from complex interactions of low-level
rules. By ‘emerge’ we mean that a detailed
derivation of the high-level rules from the
low-level ones would be so complicated that it
could never be written down in full let alone
understood.

(p. 436)

It seems that whilst Cohen and Stewart warn
convincingly about the dangers of drowning in
the detail of low-level rules, they give only
limited useful advice as to the practical nature
of the alternatives. There has recently been a
spate of interest in mathematical approaches
under the general title of ‘Complexity’. In the
context of the economics of forms of market
organization, perhaps the most obvious is that
due to Kaufmann (1995):

Organizations around the globe were becoming
less hierarchical, flatter, more decentralized,
and were doing so in the hopes of increased
flexibility and overall competitive advantage.
Was there much coherent theory about how to
decentralize, I wondered. For I was just in the
process of finding surprising new phenomena,
that hinted at the possibility of a deeper
understanding of how and why flatter, more
decentralized organizations — business, political
or otherwise — might actually be more flexible
and carry an overall competitive adavantage.
(pp. 245-246)

With a fine, if unintentional, sense of irony, the
chapter in Kauffman’s book which addresses

7 Cohen and Stewart use specific meanings for both
‘simplexity” and ‘complicity” which roughly describe phe-
nomena where in the former case similar low-level rules
create high-level similar structures, whereas in the latter
case ‘totally different rules converge to produce similar
features and so exhibit the same large scale structural
patterns’ (p. 414). As they emphasize, in the case of
complicity one of the critical effects is the way in which
‘this kind of system ... enlarges the space of the possible’
(original emphasis).
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these questions has the same title as the
infamous Peters and Waterman classic, ‘In
Search of Excellence’. Interestingly, however,
Kauffman is drawing a distinction between the
‘lesser’ criteria of ‘excellence’ compared with
‘optimality’! Kaufmann goes on to discuss the
logic of what he calls a “patch’ structure in
which at various levels the form of organization
involves a series of relatively autonomous
subunits, which under certain conditions are
more effective at achieving a system-wide
performance maxima compared with the more
extreme options which he terms, rather con-
troversially, the fully integrated ‘Stalinist’ sys-
tem, or the fully autonomous ‘Italian leftist’
system!

However, despite the fact that some of
these general notions are now to be seen in the
mainstream of strategic management thought
(see Stacey, 1995), we should remain cautious.
Horgan (1997) suggests that we should be
cautious of the likely advances to be made in
the field that he has dubbed ‘chaoplexity’:

So far, chaoplexologists have created some
potent metaphors, the butterfly effect, fractals,
artificial life, the edge of chaos, self-organized
criticality. But they had not told us anything
about the world that is both concrete and truly
surprising, either in a negative, or in a positive
sense. They have slightly extended the borders
of our knowledge in certain areas, and they
have more sharply delineated the boundaries of
knowledge elsewhere.

(p. 226)

Marketing processes

Not surprisingly, the 1990s saw a renewed
interest in the marketing process and partic-
ularly in the nature of the processes which
support the development of a marketing ori-
entation. This approach has been encouraged
by the renewed attempts to model the nature
of marketing orientation due to both Narver
and Slater (1990) and Kohli and Jaworski
(1990). In essence, the shift is one that Herb

Simon (1979) recognized in his original dis-
tinction between substantive and procedural
rationality, in which he suggested that it was
an appropriate response to the problem of
bounded rationality to focus attention more on
the appropriate process for arriving at a par-
ticular choice rather than developing a general
analytical approach to make that choice in any
particular situation.

Much empirical research, in particular
that based on key informant surveys, has been
undertaken to establish the extent to which
various operational measures of marketing
orientation are correlated with commercial
success. On top of this, there has been work to
establish some of the possible antecedents for
such orientation, including measures related
to the accumulation and organizational disper-
sion of market research data. The results
remain somewhat contradictory, but it seems
likely that some level of association will
finally emerge, although whether it will ach-
ieve the minimum 10 per cent target which we
considered earlier is rather another question. It
is worth noting that, even for samples of only
50, we can roughly speaking achieve a sig-
nificant result, using the ‘normal’ p < 0.05
criterion, and yet only have about 5 per cent
of the variability ‘explained’.

On top of this, we need to address more
fundamental questions about the underlying
logic of procedural rationality in this context.
As we have suggested above, it is reasonable
to argue that some consideration in any mar-
keting context of each element in the 3Cs
(customers, competitors and channels) must
surely be seen as sensible. How far such a
process should be routinized within a partic-
ular planning or decision making schema is
another matter. Much of the writing in the
area of marketing orientation suggests that the
appropriate mechanisms and procedures are
unproblematic, yet everyday experience in
organizations suggests that achieving an
effective response to the market is difficult
and indeed may not be susceptible to pro-
grammed responses.
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The new analytics: resource

advantage, co-evolution and
agent-based modelling

Earlier on in this chapter we identified a number
of key characteristics of a competitive market
which determine the effectiveness of any spe-
cific strategic analysis, in particular: the hetero-
genity of demand; the interaction between cus-
tomer choices and producer offerings; and the
degree to which both producers and customers
are active agents in this process. More recently,
various new analytical approaches have given
us new and different ways to address these cen-
tral issues.

First, Hunt (2000a) has argued that the tra-
ditional resource-based view of the firm is so
dominated by a supply side perspective that a
more comprehensive theoretical approach,
which he labels ‘resource advantage’, is
required.

There are some concerns, however, as to
whether Hunt’s framework actually provides
the most effective way of incorporating hetero-
geneity of demand (Wensley, 2002a), particu-
larly in the context of the evolution of marketing
structure. For instance, one of the most estab-
lished issues in the nature of a market structure
is what Wroe Alderson referred to as the sequen-
tial processes of ‘sorting’ between supplier offer-
ings in order to ‘match’ specific portfolios to cus-
tomer demands, yet Hunt (2000b) himself
observes that so far he is unclear how this might
be incorporated within his framework.

At best, therefore, it remains an open ques-
tion how far the developments proposed by
Hunt will help us to understand not only a static
view of market demand, but even more a
dynamic and evolving one, although it does pro-
vide a very useful perspective on the nature of
strategic choices for the individual firm or busi-
ness unit.

Second, there have also been interesting
developments in empirical studies of co-evolu-
tion, but unfortunately most of these so far have

focused on process between organizations, as
Lewin and Volberda (1999) note:

However, studies of simultaneous evolution or
co-evolution of organizations and their environ-
ments are still rare. We define co-evolution as the
joint outcome of managerial intentionality, envi-
ronment, and institutional effects. Co-evolution
assumes that change may occur in all interacting
populations of organizations. Change can be
driven by direct interactions and feedback from
the rest of the system. In other words, change can
be recursive and need not be an outcome of
either managerial adaptation or environmental
selection but rather the joint outcome of manage-
rial intentionality and environmental effects.

As an exception they also note the Galunic and
Eisenhardt (1996) study on selection and adap-
tation at the intra-corporate level of analysis,
which used charter changes to align and realign
the competencies of various divisions with co-
evolving markets and opportunities. However,
the model adopted for the process of market
evolution remained a simple three-stage life
cycle one: start-up, growth and maturity. They
found that, broadly speaking, the process of
charter changes, which equate with the agreed
domain of any division’s activity, could be seen
as one which was based on selecting the suc-
cesses from a portfolio of start-ups, the reinforc-
ing focus and finally requiring disposals as the
particular market opportunity went through the
three stages.

From a market strategy perspective, how-
ever, it is noteworthy that even those few studies
which attempt to model the nature of market
evolution specifically, rather than treat it more as
a backcloth upon which other sociological and
economic processes take place, tend to represent
the actual process in very limited ways. Only in
the resource partitioning approach (Carroll and
Swaminathan, 1992) do we perhaps see the
direct opportunities for a more complex model
of market development which represents both
its continuity, in the sense that one reasonably
expects cycles of competitive imitation followed
by the emergence of new forms and market posi-
tions for competition, and its indeterminacy, in
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that various new ‘realized niches’ could emerge.
Even here, however, the implicit emphasis is on
the individual firms as the motivating force
rather than the collective of customers in the var-
ious markets.

Third, advances in agent-based modelling
promise new ways of simulating more complex
interactive processes of spatial competition (Tes-
fatsion, 2001; Ishibuchi et al., 2001). Agent-based
modelling essentially depends on allowing a
simulation to evolve with individual ‘agents’
making choices within an undeterming but
defined rule structure. It may well provide us
with a better understanding of the patterns of
market-based evolution and the nature of some
of the key contingencies.

Conclusions: the limits of

relevance and the problems of
application

The study and application of marketing strategy
therefore reflects a basic dilemma. The key
demand in terms of application is to address the
causes of an individual firm or unit success in
the competitive marketplace, yet we can be rea-
sonably confident from a theoretical perspective
that such knowledge is not systematically avail-
able because of the nature of the competitive
process itself. In this way, the academic study of
marketing strategy remains open to the chal-
lenge that it is not relevant to marketing prac-
tice. Yet to represent the problem solely in this
way is to privilege one particular notion of the
nature and use of academic research in market-
ing as well as the relationship between research
and practice. The issue of the relationship
between theory and practice and the notion of
relevance as the intermediary construct between
the two is of course itself both problematic in
general (Wensley, 1997¢; Brownlie, 1998), as well
as open to a range of further critical questions,
particularly with respect to the institutional
structures that have been developed and sus-
tained on the assumption of the divide itself

(Wensley, 2002b), and therefore at some level
represent interest in maintaining the divide but
in the name of bridging it! Recognizing the lim-
its to our knowledge in marketing strategy may
also help in a constructive way to define what
can and cannot be achieved by more investiga-
tion and research.

There are a number of areas in which we can
both improve our level of knowledge and pro-
vide some guidance and assistance in the devel-
opment of strategy. First, we can identify some
of the generic patterns in the process of market
evolution which give some guidance as to how
we might think about and frame appropriate
questions to be asked in the development of
marketing strategy. Such questions would be
added to those we are used to using in any mar-
keting management context, such as the nature
of the (economic) value added to the customer
based on market research evidence and analysis.
It has been suggested in strategy by writers such
as Dickinson (1992) that such additional ques-
tions are most usefully framed not around ques-
tions of imitation and sustainability that assume
sustainability is a serious option, but rather
around the more general patterns of market evo-
lution: standardization, maturity of technology,
and the stability of current networks. Of course,
such a view about sustainability is also very
much in tune with both Schumpeterian views
about the nature of economic innovation and the
general Austrian view about the nature of the
economic system (Wensley, 1982; Jacobson,
1992).

When it comes to the generics of success, we
face an even greater problem. By definition, any
approach which really depends on analysis of
means or averages leaves us with a further
dilemma: not only does any relative ‘usable’
explanation only provide us with a very partial
picture where there are many unexplained out-
comes, but also the very notion of a publicly
available ‘rule for success’ in a competitive mar-
ket is itself contradictory, except in the context of
a possible temporary advantage. Indeed, it
would appear that in very rapid response mar-
kets such as currency markets this temporal
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advantage is itself measured only in seconds: it
is reasonable to assume it is somewhat longer in
product and service markets! We can try and
resolve the problem by looking at the behaviour
of what might be called successful outliers, but
here we face a severe issue of interpretation. As
we have seen, as we might expect the interpreta-
tions of such success are themselves ambiguous
and often tautological: we often end up really
asserting either that to be successful one needs
to be successful or that the route to success is
some ill-defined combination of innovation,
effectiveness and good organization.

It may well be that the best we can do
with such analysis is to map the ways in
which the variances of performance change in
different market contexts: just like our finance
colleagues we can do little more than identify
the conditions under which variances in per-
formance are likely to be greater and therefore
through economic logic the average perform-
ance will increase to compensate for the
higher risks.

Finally, we may need to recognize that the
comfortable distinction between marketing
management, which has often been framed in
terms of the more tactical side of marketing,
and marketing strategy is not really sustain-
able. At one level all marketing actions are
strategic: we have little knowledge as to how
even specific brand choices at the detailed level
impact or not on the broad development of a
particular market, so we are hardly in a
position to label some choices as strategic in
this sense and others as not. On the other hand,
the knowledge that we already have and are
likely to develop in the context of the longer-
term evolutionary patterns for competitive
markets will not enable us to engage directly
with marketing managerial actions and choices
at the level of the firm: the units of both
analysis and description are likely to be differ-
ent. In our search for a middle way which can
inform individual practice, it may well be that
some of the thinking tools and analogies that
we have already developed will prove useful,
but very much as means to an end rather than
solutions in their own right.
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CHAPTER 5

Strategic marketing planning:
theory and practice

MALCOLM McDONALD

In order to explore the complexities of develop-
ing a strategic marketing plan, this chapter is
written in three sections.

The first describes the strategic marketing
planning process itself and the key steps
within it.

The second section provides guidelines for
the marketer which will ensure that the input to
the marketing plan is customer focused and
considers the strategic dimension of all of the
relationships the organization has with its
business environment.

The final section looks at the barriers
which prevent organizations from reaping the
benefits which stem from a well-considered
strategic marketing plan.

Introduction

Although it can bring many hidden benefits,
like the better coordination of company activ-
ities, a strategic marketing plan is mainly
concerned with competitive advantage — that is
to say, establishing, building, defending and
maintaining it.

In order to be realistic, it must take into
account the organizations’ existing competitive
position, where it wants to be in the future, its
capabilities and the competitive environment it
faces. This means that the marketing planner
must learn to use the various available pro-
cesses and techniques which help to make
sense of external trends, and to understand the
organization’s traditional ways of responding
to these.

However, this poses the problem regarding
which are the most relevant and useful tools
and techniques, for each has strengths and
weaknesses and no individual concept or tech-
nique can satisfactorily describe and illuminate
the whole picture. As with a jigsaw puzzle, a
sense of unity only emerges as the various
pieces are connected together.

The links between strategy and perform-
ance have been the subject of detailed statistical
analysis by the Strategic Planning Institute. The
PIMS (Profit Impact of Market Strategy) project
identified from 2600 businesses, six major links
(Buzzell, 1987). From this analysis, principles
have been derived for the selection of different
strategies according to industry type, market
conditions and the competitive position of the
company.

However, not all observers are prepared to
take these conclusions at face value. Like
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strategy consultants Lubatkin and Pitts (1985),
who believe that all businesses are unique, they
are suspicious that something as critical as
competitive advantage can be the outcome of a
few specific formulae. For them, the PIMS
perspective is too mechanistic and glosses over
the complex managerial and organizational
problems which beset most businesses.

What is agreed, however, is that strategic
marketing planning presents a useful process
by which an organization formulates its strate-
gies, providing it is adapted to the organization
and its environment.

Let us first, however, position strategic
marketing planning firmly within the context
of marketing itself.

As can be deduced from Chapter 1, mar-
keting is a process for:

e defining markets

e quantifying the needs of the customer groups
(segments) within these markets

e determining the value propositions to meet
these needs

e communicating these value propositions to all
those people in the organization responsible

for delivering them and getting their buy-in to
their role

e playing an appropriate part in delivering these
value propositions to the chosen market
segments

e monitoring the value actually delivered.

For this process to be effective, we have
also seen that organizations need to be con-
sumer/customer-driven.

A map of this process is shown below.

This process is clearly cyclical, in that
monitoring the value delivered will update the
organization’s understanding of the value that
is required by its customers. The cycle is
predominantly an annual one, with a market-
ing plan documenting the output from the
‘understand value” and ‘determine value prop-
osition’” processes, but equally changes
throughout the year may involve fast iterations
around the cycle to respond to particular
opportunities or problems.

It is well known that not all of the value
proposition delivering processes will be under
the control of the marketing department, whose
role varies considerably between organizations.

Define markets
and understand
value

Monitor
value

Determine

value proposition

Deliver
value

proposition

Figure 5.1 Overview of marketing
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The marketing department is likely to be
responsible for the first two processes, ‘Under-
stand value’ and ‘Determine value proposi-
tion’, although even these need to involve
numerous functions, albeit co-ordinated by
specialist marketing personnel. The ‘Deliver
value’ process is the role of the whole company,
including, for example, product development,
manufacturing, purchasing, sales promotion,
direct mail, distribution, sales and customer
service. The marketing department will also be
responsible for monitoring the effectiveness of
the value delivered.

The various choices made during this
marketing process are constrained and
informed not just by the outside world, but also
by the organization’s asset base. Whereas an
efficient new factory with much spare capacity
might underpin a growth strategy in a partic-
ular market, a factory running at full capacity
would cause more reflection on whether price
should be used to control demand, unless the
potential demand warranted further capital
investment. As well as physical assets, choices
may be influenced by financial, human resour-
ces, brand and information technology assets,
to name just a few.

Thus, it can be seen that the first two boxes
are concerned with strategic marketing plan-
ning processes (in other words, developing
market strategies), whilst the third and fourth
boxes are concerned with the actual delivery in
the market of what was planned and then
measuring the effect.

Input to this process will commonly
include:

e The corporate mission and objectives, which
will determine which particular markets are of
interest;

e External data such as market research;

e Internal data which flow from ongoing
operations.

Also, it is necessary to define the markets
the organization is in, or wishes to be in, and
how these divide into segments of customers

with similar needs. The choice of markets will be
influenced by the corporate objectives as well as
the asset base. Information will be collected
about the markets, such as the market’s size and
growth, with estimates for the future.

The map is inherently cross-functional.
‘Deliver value proposition’, for example,
involves every aspect of the organization, from
new product development through inbound
logistics and production to outbound logistics
and customer service.

The map represents best practice, not
common practice. Many aspects of the map are
not explicitly addressed by well-embedded
processes, even in sophisticated companies.

Also, the map is changing. One-to-one
communications and principles of relationship
marketing demand a radically different sales
process from that traditionally practised. Hence
exploiting new media such as the Internet
requires a substantial shift in thinking, not just
changes to IT and hard processes. An example is
illuminating. Marketing managers at one com-
pany related to us their early experience with a
website which was enabling them to reach new
customers considerably more cost-effectively
than their traditional sales force. When the
website was first launched, potential customers
were finding the company on the Web, deciding
the products were appropriate on the basis of
the website, and sending an e-mail to ask to buy.
So far so good. But stuck in a traditional model
of the sales process, the company would allo-
cate the ‘lead’ to a salesperson, who would
phone up and make an appointment perhaps
three weeks’ hence. The customer would by
now probably have moved on to another on-
line supplier who could sell the product today,
but those that remained were subjected to a
sales pitch which was totally unnecessary, the
customer having already decided to buy. Those
that were not put off would proceed to be
registered as able to buy over the Web, but the
company had lost the opportunity to improve
its margins by using the sales force more
judiciously. In time the company realised its
mistake: unlike those prospects which the
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company identified and contacted, which might
indeed need ‘selling’ to, many new Web cus-
tomers were initiating the dialogue themselves,
and simply required the company to respond
effectively and rapidly. The sales force was
increasingly freed up to concentrate on major
clients and on relationship building.

Having put marketing planning into the
context of marketing and other corporate func-
tions, we can now turn specifically to the
marketing planning process, how it should be
done and what the barriers are to doing it
effectively. We are, of course, referring specifi-
cally to the second box in Figure 5.1. See
Chapters 10 and 27 for more detail on market
segmentation.

| The marketing planning

process

Most managers accept that some kind of
procedure for marketing planning is necessary.
Accordingly they need a system which will
help them to think in a structured way and also
make explicit their intuitive economic models
of the business. Unfortunately, very few com-
panies have planning systems which possess
these characteristics. However, those that do
tend to follow a similar pattern of steps.

Figure 5.2 illustrates the several stages that
have to be gone through in order to arrive at a
marketing plan. This illustrates the difference
between the process of marketing planning and
the actual plan itself, which is the output of the
process.

Experience has shown that a marketing
plan should contain:

A mission statement.

A financial summary.

A brief market overview.

A summary of all the principal external factors
which affected the company’s marketing
performance during the previous year, together
with a statement of the company’s strengths

and weaknesses vis-a-vis the competition. This
is what we call SWOT (strengths, weaknesses,
opportunities, threats) analyses.

e Some assumptions about the key determinants
of marketing success and failure.

e Overall marketing objectives and strategies.

e Programmes containing details of timing,
responsibilities and costs, with sales forecasts
and budgets.

Each of the stages illustrated in Figure 5.2
will be discussed in more detail later in this
chapter. The dotted lines joining up stages 5-8
are meant to indicate the reality of the planning
process, in that it is likely that each of these
steps will have to be gone through more than
once before final programmes can be written.

Although research has shown these mar-
keting planning steps to be universally applic-
able, the degree to which each of the separate
steps in the diagram needs to be formalized
depends to a large extent on the size and nature
of the company. For example, an undiversified
company generally uses less formalized proce-
dures, since top management tends to have
greater functional knowledge and expertise
than subordinates, and because the lack of
diversity of operations enables direct control to
be exercised over most of the key determinants
of success. Thus, situation reviews, the setting
of marketing objectives, and so on, are not
always made explicit in writing, although these
steps have to be gone through.

In contrast, in a diversified company, it is
usually not possible for top management to
have greater functional knowledge and expert-
ise than subordinate management, hence plan-
ning tends to be more formalized in order to
provide a consistent discipline for those who
have to make the decisions throughout the
organization.

Either way, there is now a substantial body
of evidence to show that formalized planning
procedures generally result in greater profit-
ability and stability in the long term and also
help to reduce friction and operational difficul-
ties within organizations.
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1. Mission

g, Corporate objectives I

Phase one - goal setting

4. SWOT analyses

5. Assumptions
Phase two - situation review

3. Marketing audit -

THE STRATEGIC PLAN
(OUTPUT OF THE PLANNING PROCESS)

Mission statement

Financial summary

Market overview

SWOT analyses

Assumptions

Marketing objectives and strategies
Three year forecasts and budgets

6. Marketing objectives and strategies I

— — 7. Estimate expected results |

|
._|t‘ 8. Identify alternative plans and mixes

Phase three - strategy formulation

Measurement

Phase four - resource allocation and monitoring

10. First year detailed implementation programme }—v and

review

Figure 5.2 The ten steps of the strategic marketing planning process

Where marketing planning has failed, it
has generally been because companies have
placed too much emphasis on the procedures
themselves and the resulting paperwork, rather
than on generating information useful to and
consumable by management. But more about
reasons for failure later. For now, let us look at
the marketing planning process in more detail,
starting with the marketing audit.

What is a marketing audit?

Any plan will only be as good as the informa-
tion on which it is based, and the marketing
audit is the means by which information for
planning is organized. There is no reason why
marketing cannot be audited in the same way
as accounts, in spite of its more innovative,

subjective nature. A marketing audit is a
systematic appraisal of all the external and
internal factors that have affected a company’s
commercial performance over a defined
period.

Given the growing turbulence of the busi-
ness environment and the shorter product life
cycles that have resulted, no one would deny
the need to stop at least once a year at a
particular point in the planning cycle to try to
form a reasoned view of how all the many
external and internal factors have influenced
performance.

Sometimes, of course, a company will
conduct a marketing audit because it is in
financial trouble. At times like these, manage-
ment often attempts to treat the wrong symp-
toms, most frequently by reorganizing the
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company. But such measures are unlikely to be
effective if there are more fundamental prob-
lems which have not been identified. Of course,
if the company survived for long enough, it
might eventually solve its problems through a
process of elimination. Essentially, though, the
argument is that the problems have first to be
properly defined. The audit is a means of
helping to define them.

Two kinds of variable

Any company carrying out an audit will be
faced with two kinds of variable. There is the

kind over which the company has no direct
control, for example economic and market
factors. Second, there are those over which the
company has complete control, the operational
variables, which are usually the firm’s internal
resources. This division suggests that the best
way to structure an audit is in two parts,
external and internal. Table 5.1 shows areas
which should be investigated under both head-
ings. Each should be examined with a view to
building up an information base relevant to the
company’s performance.

Many people mistakenly believe that the
marketing audit should be some kind of final

Table 5.1 Conducting an audit

External audit

Internal audit

Business and economic environment

Economic political, fiscal, legal, social, cultural
Technological

Intra-company

The market

Total market, size, growth and trends (value

volume)

Market
characteristics, developments and trends;
products, prices, physical distribution,
channels, customers, consumers,
communication, industry practices

Competition

Major competitors

Size

Market share coverage
Market standing and reputation
Production capabilities
Distribution policies
Marketing methods
Extent of diversification
Personnel issues
International links
Profitability

Own company
Sales (total, by geographical location, by industrial
type, by customer, by product)
Market shares
Profit margins, costs
Marketing
information
research
Marketing mix
variables: product management, price,
distribution, promotion, operations and
resources
Key strengths and weaknesses
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attempt to define a company’s marketing prob-
lems, or, at best, something done by an inde-
pendent body from time to time to ensure that
a company is on the right track. However,
many highly successful companies, as well as
using normal information and control proce-
dures and marketing research throughout the
year, start their planning cycle each year with a
formal, audit-type process, of everything that
has had an important influence on marketing
activities. Certainly, in many leading consumer
goods companies, the annual self-audit
approach is a tried and tested discipline.

Occasionally, it may be justified for outside
consultants to carry out the audit in order to
check that the company is getting the most out
of its resources. However, it seems an unneces-
sary expense to have this done every year.

Objections to line managers doing their
own audits usually centre around the problem
of time and objectivity. In practice, a disciplined
approach and thorough training will help. But
the discipline must be applied from the highest
to the lowest levels of management if the tunnel
vision that often results from a lack of critical
appraisal is to be avoided.

Where relevant, the marketing audit
should contain life cycles for major products
and for market segments, for which the future
shape will be predicted using the audit infor-
mation. Also, major products and markets
should be plotted on some kind of matrix to
show their current competitive position.

The next question is: what happens to the
results of the audit? Some companies consume
valuable resources carrying out audits that
produce very little in the way of results. The
audit is simply a database, and the task remains
of turning it into intelligence, that is, informa-
tion essential to decision making.

It is often helpful to adopt a regular format
for the major findings. One way of doing this is
in the form of a SWOT analysis. This is a
summary of the audit under the headings of
internal strengths and weaknesses as they
relate to external opportunities and threats.
There will be a number of SWOT analyses for

each major product for market to be included in
the marketing plan.

The section containing SWOT analyses
should, if possible, contain no more than four
or five pages of commentary, focusing only on
key factors. It should highlight internal
strengths and weaknesses measured against the
competition’s, and key external opportunities
and threats. A summary of reasons for good or
bad performance should be included. It should
be interesting to read, contain concise state-
ments, include only relevant and important
data and give greater emphasis to creative
analysis.

It is important to remember at this stage
that we are merely describing the process of
marketing planning as outlined in Figure 5.2.
The format of the strategic marketing plan itself
(i.e. what should actually appear in the written
plan) is given in Table 5.2 (p. 96).

Having completed the marketing audit
and SWOT analyses, fundamental assumptions
on future conditions have to be made. It would
be no good receiving plans from two product
managers, one of whom believed the market
was going to increase by 10 per cent and the
other who believed it was going to decline by
10 per cent.

An example of a written assumption might
be: ‘With respect to the company’s industrial
climate, it is assumed that over-capacity will
increase from 105 per cent to 115 per cent as new
industrial plants come into operation, price competi-
tion will force price levels down by 10 per cent
across the board; a new product will be introduced
by our major competitor before the end of the second
quarter” Assumptions should be few in number.
If a plan is possible irrespective of the assump-
tions made, then the assumptions are
unnecessary.

Setting marketing objectives and
strategies

The next step is the writing of marketing
objectives and strategies. This is the key to the
whole process and undoubtedly the most
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important and difficult of all stages. If this is
not done properly, everything that follows is of
little value.

It is an obvious activity to follow on with,
since a thorough review, particularly of its
markets, should enable the company to deter-
mine whether it will be able to meet the long
range financial targets with its current range of
products. Any projected gap has to be filled by
new product development or market
extension.

The important point to make is that this is
the stage in the planning cycle at which a
compromise has to be reached between what is
wanted by various departments and what is
practicable, given all the constraints upon the
company. At this stage, objectives and strate-
gies should be set for three years ahead, or for
whatever the planning horizon is.

An objective is what you want to achieve, a
strategy is how you plan to achieve it. Thus,
there can be objectives and strategies at all
levels in marketing, such as for service levels,
for advertising, for pricing, and so on.

The important point to remember about
marketing objectives is that they are concerned
solely with products and markets. Common
sense will confirm that it is only by selling
something to someone that the company’s
financial goals can be achieved; pricing and
service levels are the means by which the goals
are achieved. Thus, pricing, sales promotion
and advertising objectives should not be con-
fused with marketing objectives.

The latter are concerned with one or more
of the following:

Existing products in existing markets.
New products for existing markets.
Existing products for new markets.
New products for new markets.

They should be capable of measurement,
otherwise they are not worthwhile. Directional
terms, such as ‘maximize’, ‘minimize’, ‘pene-
trate’ and ‘increase’, are only acceptable if
quantitative measurement can be attached to

them. Measurement should be in terms of sales
volume, value, market share, percentage pene-
tration of outlet and so on.

Marketing strategies, the means by which
the objectives will be achieved, are generally
concerned with the ‘four Ps’:

| Product: deletions, modifications, additions,
designs, packaging, etc.

2 Price: policies to be followed for product
groups in market segments.

3 Place: distribution channels and customer
service levels.

4 Promotion: communicating with customers
under the relevant headings, i.e. advertising,
sales force, sales promotion, public relations,
exhibitions, direct mail, etc.

There is some debate about whether or not
the four Ps are adequate to describe the
marketing mix. Some academics advocate that
people, procedures and almost anything else
beginning with ‘P’ should be included. How-
ever, we believe that these ‘new’ factors are
already subsumed in the existing four Ps.

Estimate expected results, identify
alternative plans and mixes

Having completed this major planning task, it
is normal at this stage to employ judgement,
experience, field tests and so on to test out the
feasibility of the objectives and strategies in
terms of market share, sales, costs and profits. It
is also at this stage that alternative plans and
mixes are normally considered.

General marketing strategies should now
be reduced to specific objectives, each sup-
ported by more detailed strategy and action
statements. A company organized according to
functions might have an advertising plan, a
sales promotion plan and a pricing plan. A
product-based company might have a product
plan, with objectives, strategies and tactics for
price, place and promotion, as required. A
market or geographically based company
might have a market plan, with objectives,
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strategies and tactics for the four Ps, as
required. Likewise, a company with a few
major customers might have a customer plan.
Any combination of the above might be suit-
able, depending on circumstances.

There is a clear distinction between strat-
egy and detailed implementation of tactics.
Marketing strategy reflects the company’s best
opinion as to how it can most profitably apply
its skills and resources to the marketplace. It is
inevitably broad in scope. The plan which
stems from it will spell out action and timings
and will contain the detailed contribution
expected from each department.

There is a similarity between strategy in
business and the development of military
strategy. One looks at the enemy, the terrain,
the resources under command, and then
decides whether to attack the whole front, an
area of enemy weakness, to feint in one
direction while attacking in another, or to
attempt an encirclement of the enemy’s posi-
tion. The policy and mix, the type of tactics to
be used, and the criteria for judging success, all
come under the heading of strategy. The action
steps are tactics.

Similarly, in marketing, the same commit-
ment, mix and type of resources as well as
tactical guidelines and criteria that must be
met, all come under the heading of strategy. For
example, the decision to use distributors in all
but the three largest market areas, in which
company sales people will be used, is a strate-
gic decision. The selection of particular dis-
tributors is a tactical decision.

The following list of marketing strategies
(in summary form) cover the majority of options
open under the headings of the four Ps:

I Product:

Expand the line.

Change performance, quality or features.
Consolidate the line.

Standardize design.

Positioning.

Change the mix.

Branding.

2 Price:
o Change price, terms or conditions.
e Skimming policies.
e Penetration policies.
3 Promotion:
o Change advertising or promotion.
o Change selling.
4 Place:
e Change delivery or distribution.
e Change service.
o Change channels.
o Change the degree of forward integration.

Formulating marketing strategies is one of
the most critical and difficult parts of the entire
marketing process. It sets the limit of success.
Communicated to all management levels, it
indicates what strengths are to be developed,
what weaknesses are to be remedied, and in
what manner. Marketing strategies enable
operating decisions to bring the company into
the right relationship with the emerging pattern
of market opportunities which previous analy-
sis has shown to offer the highest prospect of
success.

The budget

This is merely the cost of implementing the
strategies over the planning period and will
obviously be deducted from the net revenue,
giving a marketing contribution. There may be
a number of iterations of this stage.

The first year detailed
implementation programme

The first year of the strategic marketing plan is
now converted into a detailed scheduling and
costing out of the specific actions required to
achieve the first year’s budget.

What should appear in a strategic
marketing plan?

A written marketing plan is the back-drop
against which operational decisions are taken.
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Table 5.2 What should appear in a strategic marketing plan

I. Start with a mission statement.

planning period.

3. Now do a market overview:
Has the market declined or grown?
How does it break down into segments?
What is your share of each?

charts to make it all crystal clear.

CSF 4 = 5).

between your key products and markets.
7. List your assumptions.
8. Set objectives and strategies.

2. Here, include a financial summary which illustrates graphically revenue and profit for the full

Keep it simple. If you do not have the facts, make estimates. Use life cycles, bar charts and pie

4. Now identify the key segments and do a SWOT analysis for each one:
Outline the major external influences and their impact on each segment.
List the key factors for success. These should be less than five.
Give an assessment of the company’s differential strengths and weaknesses compared with those
of it competitors. Score yourself and your competitors out of 10 and then multiply each score
by a weighting factor for each critical success factor (e.g. CSF | = 60, CSF 2 = 25, CSF 3 = 10,

5. Make a brief statement about the key issues that have to be addressed in the planning period.
6. Summarize the SWOTs using a portfolio matrix in order to illustrate the important relationships

9. Summarize your resource requirements for the planning period in the form of a budget.

Consequently, too much detail should be avoi-
ded. Its major function is to determine where
the company is, where it wants to go and how
it can get there. It lies at the heart of a
company’s revenue-generating activities, such
as the timing of the cash flow and the size and
character of the labour force. What should
actually appear in a written strategic marketing
plan is shown in Table 5.2. This strategic
marketing plan should be distributed only to
those who need it, but it can only be an aid to
effective management. It cannot be a substitute
for it.

It will be obvious from Table 5.2 that not
only does budget setting become much easier
and more realistic, but the resulting budgets are
more likely to reflect what the whole company
wants to achieve, rather than just one
department.

The problem of designing a dynamic sys-
tem for setting budgets is a major challenge to
the marketing and financial directors of all
companies. The most satisfactory approach
would be for a marketing director to justify all
marketing expenditure from a zero base each
year against the tasks to be accomplished. If
these procedures are followed, a hierarchy of
objectives is built in such a way that every item
of budgeted expenditure can be related directly
back to the initial financial objectives.

For example, if sales promotion is a major
means of achieving an objective, when a sales
promotion item appears in the programme, it
has a specific purpose which can be related
back to a major objective. Thus every item of
expenditure is fully accounted for.

Marketing expense can be considered to be
all costs that are incurred after the product
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leaves the ‘factory’, apart from those involved
in physical distribution. When it comes to
pricing, any form of discounting that reduces
the expected gross income — such as promo-
tional or quantity discounts, overriders, sales
commission and unpaid invoices — should be
given the most careful attention as marketing
expenses. Most obvious marketing expenses
will occur, however, under the heading of
promotion, in the form of advertising, sales
salaries and expenses, sales promotion and
direct mail costs.

The important point about the measurable
effects of marketing activity is that anticipated
levels should result from careful analysis of
what is required to take the company towards
its goals, while the most careful attention
should be paid to gathering all items of
expenditure under appropriate headings. The
healthiest way of treating these issues is
through zero-based budgeting.

We have just described the strategic mar-
keting plan and what it should contain. The
tactical marketing plan layout and content
should be similar, but the detail is much greater,
as it is for one year only.

Marketing planning systems design
and implementation

While the actual process of marketing planning
is simple in outline, a number of contextual
issues have to be considered that make market-
ing planning one of the most baffling of all
management problems. The following are some
of those issues:

e When should it be done, how often, by whom,
and how!

e s it different in a large and a small company?

e s it different in a diversified and an
undiversified company?

e What is the role of the chief executive?

e What is the role of the planning department?

e Should marketing planning be top-down or
bottom-up?

o What is the relationship between operational
(one year) and strategic (longer-term)
planning?

Requisite strategic marketing
planning

Many companies with financial difficulties
have recognized the need for a more structured
approach to planning their marketing and have
opted for the kind of standardized, formalized
procedures written about so much in textbooks.
Yet, these rarely bring any benefits and often
bring marketing planning itself into disrepute.

It is quite clear that any attempt at the
introduction of formalized marketing planning
requires a change in a company’s approach to
managing its business. It is also clear that
unless a company recognizes these implica-
tions, and plans to seek ways of coping with
them, formalized strategic planning will be
ineffective.

Research has shown that the implications
are principally as follows:

I Any closed-loop planning system (but
especially one that is essentially a forecasting
and budgeting system) will lead to dull and
ineffective marketing. Therefore, there has to
be some mechanism for preventing inertia
from setting in through the
over-bureaucratization of the system.

2 Planning undertaken at the functional level of
marketing, in the absence of a means of
integration with other functional areas of the
business at general management level, will be
largely ineffective.

3 The separation of responsibility for operational
and strategic planning will lead to a divergence
of the short-term thrust of a business at the
operational level from the long-term objectives
of the enterprise as a whole. This will
encourage preoccupation with short-term
results at operational level, which normally
makes the firm less effective in the longer
term.
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4 Unless the chief executive understands and
takes an active role in strategic marketing
planning, it will never be an effective system.

5 A period of up to three years is necessary
(especially in large firms) for the successful
introduction of an effective strategic marketing
planning system.

Let us be dogmatic about requisite plan-
ning levels. First, in a large diversified group,
irrespective of such organizational issues, any-
thing other than a systematic approach approx-
imating to a formalized marketing planning
system is unlikely to enable the necessary
control to be exercised over the corporate
identity. Second, unnecessary planning, or
overplanning, could easily result from an
inadequate or indiscriminate consideration of
the real planning needs at the different levels in
the hierarchical chain. Third, as size and diver-
sity grow, so the degree of formalization of the
marketing planning process must also increase.
This can be simplified in the form of a matrix,
Figure 5.3.

It has been found that the degree of
formalization increases with the evolving size
and diversity of operations (see Figure 5.3).
However, while the degree of formalization

Company size
Medium

High/medium
formalization

Small

Medium
formalization

High
formalization

High

Medium
formalization

Low
formalization

High/medium
formalization

Market/product diversity
Medium

High
formalization

Low
formalization

Medium
formalization

Low

Figure 5.3  Planning formalization

2 Complete marketing
planning
++HE
1 i 3
Bureaucratic Anarchy
planning
F+ EEEN
4
Apathy
Key

+ Degree of formalization
B Degree of openness

Figure 5.4 Four key outcomes

will change, the need for an effective marketing
planning system does not. The problems that
companies suffer, then, are a function of either
the degree to which they have a requisite
marketing planning system or the degree to
which the formalization of their system grows
with the situational complexities attendant
upon the size and diversity of operations.

Figure 5.4 shows four key outcomes that
marketing planning can evoke. It can be seen
that systems 1, 3 and 4 (i.e. where the individ-
ual is totally subordinate to a formalized
system, or where there is neither system nor
creativity), are less successful than system 2, in
which the individual is allowed to be entrepre-
neurial within a total system. System 2, then,
will be an effective marketing planning system,
but one in which the degree of formalization
will be a function of company size and
diversity.

One of the most encouraging findings to
emerge from research is that the theory of
marketing planning is universally applicable.
While the planning task is less complicated in
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small, undiversified companies and there is less
need for formalized procedures than in large,
diversified companies, the fact is that exactly
the same framework should be used in all
circumstances, and that this approach brings
similar benefits to all.

How far ahead should we plan?

It is clear that one and three year planning peri-
ods are by far the most common. Lead time for
the initiation of major new product innovations,
the length of time necessary to recover capital
investment costs, the continuing availability of
customers and raw materials and the size and
usefulness of existing plant and buildings are
the most frequently mentioned reasons for hav-
ing a three year planning horizon.

Many companies, however, do not give
sufficient thought to what represents a sensible
planning horizon for their particular circum-
stances. A five year time span is clearly too long
for some companies, particularly those with
highly versatile machinery operating in volatile
fashion-conscious markets. The effect of this is
to rob strategic plans of reality.

The conclusion to be reached is that there is
a natural point of focus into the future beyond
which it is pointless to look. This point of focus
is a function of the relative size of a company.
Small companies, because of their size and the
way they are managed, tend to be compar-
atively flexible in the way in which they can
react to environmental turbulence in the short
term. Large companies, on the other hand, need
a much longer lead time in which to make
changes in direction. Consequently, they tend
to need to look further into the future and to
use formalized systems for this purpose so that
managers throughout the organization have a
common means of communication.

How the marketing planning
process works

As a basic principle, strategic marketing plan-
ning should take place as near to the market-
place as possible in the first instance, but such

plans should then be reviewed at higher levels
within an organization to see what issues may
have been overlooked.

It has been suggested that each manager in
the organization should complete an audit and
SWOT analysis on his or her own area of
responsibility. The only way that this can work
in practice is by means of a hierarchy of audits.
The principle is simply demonstrated in Figure
5.5. This figure illustrates the principle of
auditing at different levels within an organiza-
tion. The marketing audit format will be uni-
versally applicable. It is only the detail that
varies from level to level and from company to
company within the same group.

Figure 5.6 illustrates the total corporate
strategic and planning process. This time, how-
ever, a time element is added, and the relation-
ship between strategic planning briefings,
long-term corporate plans and short-term
operational plans is clarified. It is important to
note that there are two ‘open-loop” points on this
last diagram. These are the key times in the
planning process when a subordinate’s views
and findings should be subjected to the closest
examination by his or her superior. It is by
taking these opportunities that marketing plan-
ning can be transformed into the critical and
creative process it is supposed to be rather than
the dull, repetitive ritual it so often turns out
to be.

Since in anything but the smallest of
undiversified companies it is not possible for
top management to set detailed objectives for
operating units, it is suggested that at this stage
in the planning process strategic guidelines
should be issued. One way of doing this is in the
form of a strategic planning letter. Another is by
means of a personal briefing by the chief
executive at ‘kick-off” meetings. As in the case of
the audit, these guidelines would proceed from
the broad to the specific, and would become
more detailed as they progressed through the
company towards operating units.

These guidelines would be under the
headings of financial, manpower and organiza-
tion, operations and, of course, marketing.
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Figure 5.5 Hierarchy of audits
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= Objectives, strategies

= Budgets (proposed) long term

Headquarters review

Revise and agree long-term
objectives, strategies, budgets
(open loop point 2) ~

Figure 5.6 Strategic and operational planning
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Under marketing, for example, at the highest
level in a large group, top management may
ask for particular attention to be paid to issues
such as the technical impact of microprocessors
on electromechanical component equipment,
leadership and innovation strategies, vulnera-
bility to attack from the flood of Japanese,
Korean and Third World products, and so on.
At operating company level, it is possible to be
more explicit about target markets, product
development, and the like.

Part | conclusions

In concluding this section, we must stress that
there can be no such thing as an off-the-peg
marketing planning system and anyone who
offers one must be viewed with great suspicion.
In the end, strategic marketing planning suc-
cess comes from an endless willingness to learn
and to adapt the system to the people and the
circumstances of the firm. It also comes from a
deep understanding about the nature of mar-
keting planning, which is something that, in the
final analysis, cannot be taught.

However, strategic marketing planning
demands that the organization recognizes the
challenges that face it and their effect on its
potential for future success. It must learn to
focus on customers and their needs at all times
and explore every avenue which may provide it
with a differential advantage over its
competitors.

The next section looks at some guidelines
which lead to effective marketing planning.

2 Guidelines for effective

marketing planning

Although innovation remains a major ingre-
dient in commercial success, there are never-
theless other challenges which companies must
overcome if they wish to become competitive
marketers. While their impact may vary from
company to company, challenges such as the

pace of change, the maturity of markets and the
implications of globalization need to be given
serious consideration. Some of the more obvi-
ous challenges are shown in Table 5.3.

To overcome these challenges the follow-
ing guidelines are recommended to help the
marketer to focus on effective marketing
strategies.

Twelve guidelines for effective
marketing

1 Understanding the sources of competitive

advantage

Guideline 1 (p. 64) shows a universally recog-
nized list of sources of competitive advantage.
For small firms, they are more likely to be the
ones listed on the left. It is clearly possible to
focus on highly individual niches with spe-
cialized skills and to develop customer-focused
relationships to an extent not possible for large
organizations. Flexibility is also a potential
source of competitive advantage.

Wherever possible, all organizations
should seek to avoid competing with an undif-
ferentiated product or service in too broad a
market.

The author frequently has to emphasize to
those who seek his advice that without some-
thing different to offer (required by the market,
of course!), they will continue to struggle and
will have to rely on the crumbs that fall from
the tables of others. This leads on to the second
point.

2 Understanding differentiation

Guideline 2 takes this point a little further and
spells out the main sources of differentiation.
One in particular, superior service, has increas-
ingly become a source of competitive advan-
tage. Companies should work relentlessly
toward the differential advantage that these
will bring. Points 1 and 2 have been confirmed
by results from a 1994 survey of over 8000 small
and medium sized enterprises (SMEs).
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Table 5.3 Change and the challenge to marketing

Nature of change

Marketing challenges

Pace of change

Compressed time horizons
Shorter product life cycles
Transient customer preferences

Process thinking

Move to flexible manufacturing and control
systems

Materials substitution

Developments in microelectronics and
robotization °
Quality focus

Market maturity

Over-capacity

Low margins

Lack of growth
Stronger competition
Trading down
Cost-cutting

Customer’s expertise and power

More demanding °
Higher expectations
More knowledgeable °

Concentration of buying power
More sophisticated buyer behaviour

Internationalization of business

More competitors °
Stronger competition
Lower margins °

More customer choice
Larger markets
More disparate customer needs

Ability to exploit markets more rapidly
More effective new product development
Flexibility in approach to markets
Accuracy in demand forecasting

Ability to optimize price-setting

Dealing with micro-segmentation

Finding ways to shift from single transaction
focus to the forging of long-term
relationships

Creating greater customer commitment

Adding value leading to differentiation
New market creation and stimulation

Finding ways of getting closer to the
customer

Managing the complexities of multiple market
channels

Restructuring of domestic operations to
compete internationally
Becoming customer-focused in larger and
more disparate markets
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3 Understanding the environment

Guideline 3 spells out what is meant by the
term environment in the context of companies.
There is now an overwhelming body of evi-
dence to show that it is failure to monitor the
hostile environmental changes that is the big-
gest cause of failure in both large and small
companies. Had anyone predicted that IBM
would lose billions of dollars during the last
decade, they would have been derided. Yet it

was the failure of IBM to respond sufficiently
quickly to the changes taking place around
them that caused their recent problems.

Clearly, marketing has a key role to play in
the process. For all organizations, this means
devoting at least some of the key executives’
time and resources to monitoring formally the
changes taking place about them. Guidelines 3,
4 and 5 comprise the research necessary to
complete a marketing audit. This leads on
naturally to the next point.




The Marketing Book




Strategic marketing planning: theory and practice

105

4 Understanding competitors

Guideline 4 is merely an extension of the
marketing audit. Suffice it to say that if any
organization, big or small, does not know as
much about its close competitors as it knows
about itself, it should not be surprised if it fails
to stay ahead.

5 Understanding strengths and weaknesses

Guideline 5 sets out potential sources of differ-
entiation for an organization. It represents a

fairly comprehensive audit of the asset base.
Together with written summaries of the other
two sections of the marketing audit (Guidelines
3 and 4), there should be a written summary of
all the conclusions.

If the sources of the company’s own
competitive advantage cannot be summarized
on a couple of sheets of paper, the audit has not
been done properly. If this is the case, the
chances are that the organization is relying on
luck. Alas, luck has a habit of being somewhat
fickle!
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6 Understanding marketing segmentation

Guideline 6 looks somewhat technical and even
esoteric, at first sight. None the less, market
segmentation is one of the key sources of
commercial success and needs to be taken
seriously by all organizations, as the days of the
easy marketability of products and services
have long since disappeared for all but a lucky
few.

The ability to recognize groups of custom-
ers who share the same, or similar, needs has
always come much easier to SMEs than to large
organizations. The secret of success, of course,
is to change the offer in accordance with
changing needs and not to offer exactly the
same product or service to everyone — the most
frequent product-oriented mistake of large
organizations. Closely connected with this is
the next point.

7 Understanding the dynamics of product/market
evolution

Although at first sight Guideline 7 looks as if it
applies principally to large companies, few will
need reminding of the short-lived nature of
many retailing concepts, such as the boutiques
of the late 1980s. Those who clung doggedly
onto a concept that had had its day lived to
regret it.

Few organizations today will need to be
reminded of the transitory nature of their
business success.

8 Understanding a portfolio of products and
markets

Guideline 8 suggests plotting either products/
services, or markets (or, in some cases, custom-
ers) on a vertical axis in descending order of
market attractiveness. (The potential of each for
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the achievement of organizational and com-
mercial aims and objectives should be used as a
criterion as, clearly, they cannot all be equal.)
The organization will obviously have a greater
or lesser strength in serving each of these
‘markets’, and this will determine their com-
petitive position. For each location on the
graph, a circle, representing the size of current
sales, should be drawn.

The graph is divided into a four-box
matrix, and each box assessed by management
as suggested in the figure. This will give a
reasonably accurate ‘picture” of the business at
a glance and will indicate whether or not it is a
well-balanced portfolio. Too much business in
any one box should be regarded as
dangerous.

9 Setting clear strategic priorities and sticking to
them

Guideline 9 suggests writing down the results
in the form of a strategic marketing plan with
all those benefits outlined in Part 1 of this
chapter.

Commercial history has demonstrated that
any fool can spell out the financial results they
wish to achieve. But it takes intellect to spell out
how they are to be achieved. This implies
setting clear strategic priorities and sticking to
them.

10 Understanding customer orientation

Guideline 10 will be familiar to all successful
companies. Quality standards, such as ISO 9001
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and the like, although useful for those with
operations such as production processes, have,
in the past, had little to do with real quality,
which, of course, can only be seen through the
eyes of the customer. (It is obvious that making
something perfectly is something of a pointless
exercise if no one buys it.)

It is imperative today to monitor customer
satisfaction, so this should be done continu-
ously, for it is clearly the only real arbiter of
quality.

11 Being professional

Guideline 11 sets out some of the marketing
skills essential to continuous success. Pro-
fessional management skills, particularly in
marketing, are becoming the hallmark of com-

mercial success in the late 1990s and the early
twenty-first century. There are countless pro-
fessional development skills courses available
today. Alas, many directors consider them-
selves too busy to attend, which is an extremely
short-sighted attitude. Entrepreneurial skills,
combined with hard-edged management skills,
will see any company through the turbulence of
today’s markets.

12 Giving leadership

Guideline 12 sets out the final factor of success
in the 1990s — leadership. Charismatic leader-
ship, however, without the eleven other pillars
of success, will be to no avail. Few will need
reminding of the charisma of Maxwell, Hal-
pern, Saunders and countless others during the
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past decade. Charisma, without something to
sell that the market values, will ultimately be
pointless. It is, however, still an important
ingredient in success.

Part 2 conclusions

Lest readers should think that these twelve
guidelines for success are a figment of the
imagination, there is much recent research to
suggest otherwise. The four ingredients listed
in Figure 5.7 are common to all commercially
successful organizations, irrespective of their
national origin.

(Core value) (Efficiency)
Product | » P
service » Processes
y L4
Professional .~
marketing > People
(Understanding (Creativity)

market needs)

Figure 5.7 Business success

From this it can be seen, first, that the core
product or service on offer has to be excellent.

Secondly, operations have to be efficient
and, preferably, state-of-the-art.

Thirdly, research stresses the need for
creativity in leadership and personnel, some-
thing frequently discouraged by excessive
bureaucracy in large organizations.

Finally, excellent companies do profes-
sional marketing. This means that the organiza-
tion continuously monitors the environment,
the market, competitors and its own perform-
ance against customer-driven standards and
produces a strategic marketing plan which sets
out the value that everyone in the organization
has to deliver.

3 Barriers to marketing planning

As we have seen, the marketing planning
process is quite rational and proposes nothing
which, on the surface at least, is risky or
outrageous. Similarly, the guidelines for mar-
keting competitiveness are built on current
good practice and common sense. It is
extremely surprising, therefore, that when con-
fronted by an unfriendly economic environ-
ment, a majority of business people perpetuate
an essentially parochial and short-term strategy
as a coping mechanism.

By their own admission 80 per cent of
companies in recent research studies did not
produce anything approximating to an inte-
grated, co-ordinated and internally consistent
plan for their marketing activities.

Marketing’s contribution to business suc-
cess lies in its commitment to detailed analysis
of future opportunities to meet customer needs.
In other words, identifying what products or
services go to which customers. It rewards
those managers with a sense of vision who
realize that there is no place for ‘rear view
mirror’ planning, i.e. extrapolations from past
results. Of course, it is wise to learn from
history, but fatal for businesses to attempt to
relive it.

It is clear that any attempt to introduce
formalized marketing planning systems will
have profound implications for the business in
terms of its organization and behaviour. Until
these implications are recognized and
addressed, it is unlikely that strategic market-
ing planning will be effective. Moreover, the
task of designing and implementing sensible
planning systems and procedures becomes
progressively more complex as the size and
diversity of the company grows.

The author’s research has identified the
items in Table 54 as the most frequently
encountered barriers to successful marketing
planning.

This final section will discuss each of these
design and implementation problems.




110

The Marketing Book

Table 5.4 Barriers to the integration of strategic marketing planning

2. Lack of a plan for planning.

e hostility

o lack of skills

e lack of information

e lack of resources

e inadequate organizational structure.
Confusion over planning terms.

Too much detail, too far ahead.
Once-a-year ritual.

© 0N

Delegation of planning to a planner.

I. Weak support from the chief executive and top management.

3. Lack of line management support due to any of the following, either singly or in combination:

Numbers in lieu of written objectives and strategies.

Separation of operational planning from strategic planning.
Failure to integrate marketing planning into total corporate planning system.

Weak support from chief executive
and top management

Since the chief executive and top management
are the key influences in the company, without
their active support and participation any
formalized marketing planning system is
unlikely to work. This fact emerged very clearly
from the author’s research. Their indifference
very quickly destroyed any credibility that the
emerging plans might have had, led to the
demise of the procedures, and to serious levels
of frustration throughout the organization.
There is a depressing preponderance of
directors who live by the rule of ‘the bottom
line” and who apply universal financial criteria
indiscriminately to all products and markets,
irrespective of the long-term consequences.
There is a similar preponderance of engineers
who see marketing as an unworthy activity and
who think of their products only in terms of
their technical features and functional charac-
teristics, in spite of the overwhelming body of
evidence that exists that these are only a part of
what a customer buys. Not surprisingly, in
companies headed by people like this, market-

ing planning is either non-existent, or where it
is tried, it fails. This is the most frequently
encountered barrier to effective marketing
planning.

Lack of a plan for planning

The next most common cause of the failure or
partial failure of marketing planning systems is
the belief that, once a system is designed, it can
be implemented immediately. One company
achieved virtually no improvement in the
quality of the plans coming into headquarters
from the operating companies over a year after
the introduction of a very sophisticated system.
The evidence indicates that a period of around
three years is required in a major company
before a complete marketing planning system
can be implemented according to its design.

Failure, or partial failure, then, is often the
result of not developing a timetable for intro-
ducing a new system, to take account of the
following:

I The need to communicate why a marketing
planning system is necessary.
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2 The need to recruit top management support
and participation.

3 The need to test the system out on a limited
basis to demonstrate its effectiveness and
value.

4 The need for training programmes, or
workshops, to train line management in its

use.
5 Lack of data and information in some parts of
the world.
6 Shortage of resources in some parts of the
world.

Above all, a resolute sense of purpose and
dedication is required, tempered by patience
and a willingness to appreciate the inevitable
problems which will be encountered in its
implementation.

This problem is closely linked with the
third major reason for planning system failure,
which is lack of line management support.

Lack of line management support

Hostility, lack of skills, lack of data and infor-
mation, lack of resources, and an inadequate
organizational structure, all add up to a failure
to obtain the willing participation of opera-
tional managers.

Hostility on the part of line managers is by
far the most common reaction to the introduc-
tion of new marketing planning systems. The
reasons for this are not hard to find, and are
related to the system initiators” lack of a plan
for planning.

New systems inevitably require consider-
able explanation of the procedures involved
and are usually accompanied by pro formas,
flow charts and the like. Often these devices are
most conveniently presented in the form of a
manual. When such a document arrives on the
desk of a busy line manager, unheralded by
previous explanation or discussion, the
immediate reaction often appears to be fear of
their possible inability to understand it and to
comply with it, followed by anger, and finally
rejection. They begin to picture headquarters as

a remote ‘ivory tower’, totally divorced from
the reality of the marketplace.

This is often exacerbated by their absorp-
tion in the current operating and reward
system, which is geared to the achievement of
current results, while the new system is geared
to the future. Also, because of the trend in
recent years towards the frequent movement of
executives around organizations, there is less
interest in planning for future business gains
from which someone else is likely to benefit.

Allied to this is the fact that many line
managers are ignorant of basic marketing
principles, have never been used to breaking
up their markets into strategically relevant
segments, nor of collecting meaningful infor-
mation about them.

This lack of skill is compounded by the fact
that the are many countries in the world which
cannot match the wealth of useful information
and data available in the USA and Europe. This
applies particularly to rapidly-growing econo-
mies, where the limited aggregate statistics are
not only unreliable and incomplete, but also
quickly out of date. The problem of lack of
reliable data and information can only be
solved by devoting time and money to its
solution, and where available resources are
scarce, it is unlikely that the information
demands of headquarters can be met.

In medium sized and large companies,
particularly those that are divisionalized, there
is rarely any provision at board level for
marketing as a discipline. Sometimes there is a
commercial director, with line management
responsibility for the operating divisions, but
apart from sales managers at divisional level, or
a marketing manager at head office level,
marketing as a function is not particularly well
catered for. Where there is a marketing man-
ager, he tends to be somewhat isolated from the
mainstream activities.

The most successful organizations are
those with a fully integrated marketing func-
tion, whether it is line management responsible
for sales, or a staff function, with operating
units being a microcosm of the head office
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organization. Without a suitable organizational
structure, any attempt to implement a market-
ing planning system which requires the collec-
tion, analysis and synthesis of market-related
information is unlikely to be successful.

Confusion over planning terms

Confusion over planning terms is another
reason for the failure of marketing planning
systems. The initiators of these systems, often
highly qualified, frequently use a form of
planning terminology that is perceived by
operational managers as meaningless jargon.

Those companies with successful planning
systems try to use terminology which will be
familiar to operational management, and where
terms such as ‘objectives’ and ‘strategies’ are
used, these are clearly defined, with examples
given of their practical use.

Numbers in lieu of written
objectives and strategies

Most managers in operating units are accus-
tomed to completing sales forecasts, together
with the associated financial implications. They
are not accustomed to considering underlying
causal factors for past performance or expected
results, nor of highlighting opportunities,
emphasizing key issues, and so on. Their
outlook is essentially parochial, with a marked
tendency to extrapolate numbers and to project
the current business unchanged into the next
fiscal year.

Thus, when a marketing planning system
suddenly requires that they should make
explicit their understanding of the business,
they cannot do it. So, instead of finding words
to express the logic of their objectives and
strategies, they repeat their past behaviour and
fill in the data sheets provided without any
narrative.

It is the provision of data sheets, and the
emphasis which the system places on the
physical counting of things, that encourages the

questionnaire-completion mentality and hin-
ders the development of the creative analysis so
essential to effective strategic planning.

Those companies with successful market-
ing planning systems ask only for essential data
and place greater emphasis or narrative to
explain the underlying thinking behind the
objectives and strategies.

Too much detail, too far ahead

Connected with this is the problem of over-
planning, usually caused by elaborate systems
that demand information and data that head-
quarters do not need and can never use.
Systems that generate vast quantities of paper
are generally demotivating for all concerned.

The biggest problem in this connection is
undoubtedly the insistence on a detailed and
thorough marketing audit. In itself this is not a
bad discipline to impose on managers, but to
do so without also providing some guidance on
how it should be summarized to point up the
key issues merely leads to the production of
vast quantities of useless information. Its use-
lessness stems from the fact that it robs the
ensuing plans of focus and confuses those who
read it by the amount of detail provided.

The trouble is that few managers have the
creative or analytical ability to isolate the really
key issues, with the result that far more
problems and opportunities are identified than
the company can ever cope with. Consequently,
the truly key strategic issues are buried deep in
the detail and do not receive the attention they
deserve until it is too late.

Not surprisingly, companies with highly
detailed and institutionalized marketing plan-
ning systems find it impossible to identify what
their major objectives and strategies are. As a
result they try to do too many things at once,
and extend in too many directions, which
makes control over a confusingly hetero-
geneous portfolio of products and markets
extremely difficult.

In companies with successful planning
systems, there is system of ‘layering’. At each
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successive level of management throughout the
organization, lower-level analyses are synthe-
sized into a form that ensures that only the
essential information needed for decision-mak-
ing and control purpose reaches the next level
of management. Thus, there are hierarchies of
audits, SWOT analyses, assumptions, object-
ives, strategies and plans. This means, for
example, that at conglomerate headquarters,
top management have a clear understanding of
the really key macro issues of company-wide
significance, while at the lower level of profit
responsibility, management also have a clear
understanding of the really key macro issues of
significance to the unit.

It can be concluded that a good measure of
the effectiveness of a company’s marketing
planning system is the extent to which different
managers in the organization can make a clear,
lucid and logical statement about the major
problems and opportunities they face, how
they intend to deal with these, and how what
they are doing fits in with some greater overall
purpose.

Once-a-year ritual

One of the commonest weaknesses in the
marketing planning systems of those com-
panies whose planning systems fail to bring the
expected benefits, is the ritualistic nature of the
activity. In such cases, operating managers treat
the writing of the marketing plan as a thor-
oughly irksome and unpleasant duty. The pro
formas are completed, not always very dili-
gently, and the resulting plans are quickly filed
away, never to be referred to again. They are
seen as something which is required by head-
quarters rather than as an essential tool of
management. In other words, the production of
the marketing plan is seen as a once-a-year
ritual, a sort of game of management bluff. It is
not surprising that the resulting plans are not
used or relegated to a position of secondary
importance.

In companies with effective systems, the
planning cycle will start in month three or four

and run through to month nine or ten, with the
total twelve-month period being used to evalu-
ate the ongoing progress of existing plans by
means of the company’s marketing intelligence
system. Thus, by spreading the planning activ-
ity over a longer period, and by means of the
active participation of all levels of management
at the appropriate moment, planning becomes
an accepted and integral part of management
behaviour rather than an addition to it which
calls for unusual behaviour. There is a much
better chance that plans resulting from such a
system will be formulated in the sort of form
that can be converted into things that people
are actually going to do.

Separation of operational planning
from strategic planning

Most companies make long-term projections.
Unfortunately, in the majority of cases these are
totally separate from the short-term planning
activity that takes place largely in the form of
forecasting and budgeting. The view that they
should be separate is supported by many of the
writers in this field, who describe strategic
planning. Indeed, many stress that failure to
understand the essential difference between the
two leads to confusion and prevents planning
from becoming an integrated part of the com-
pany’s overall management system. Yet it is
precisely this separation between short- and
long-term plans which the author’s research
revealed as being the major cause of the
problems experienced today by many of the
respondents. It is the failure of long-term plans
to determine the difficult choices between the
emphasis to be placed on current operations
and the development of new business that lead
to the failure of operating management to
consider any alternatives to what they are
currently doing.

The almost total separation of operational
or short-term planning from strategic or long-
term planning is a feature of many companies
whose systems are not very effective. More
often than not, the long-term strategic plans
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tend to be straight-line extrapolations of past
trends, and because different people are often
involved, such as corporate planners, to the
exclusion of some levels of operating manage-
ment, the resulting plans bear virtually no
relationship to the more detailed and immedi-
ate short-term plans.

This separation positively discourages
operational managers from thinking strategi-
cally, with the result that detailed operational
plans are completed in a vacuum. The so-called
strategic plans do not provide the much-
needed cohesion and logic, because they are
seen as an ivory tower exercise which contains
figures in which no one really believes.

The detailed operational plan should be
the first year of the long-term plan, and
operational managers should be encouraged to
complete their long-term projections at the
same time as their short-term projections. The
advantage is that it encourages managers to
think about what decisions have to be made in
the current planning year, in order to achieve
the long-term projections.

Failure to integrate marketing
planning into a total corporate
planning system

It is difficult to initiate an effective marketing
planning system in the absence of a parallel
corporate planning system. This is yet another
facet of the separation of operational planning
from strategic planning. For unless similar
processes and time scales to those being used
in the marketing planning system are also
being used by other major functions such as
distribution, production, finance and person-
nel, the sort of trade-offs and compromises
that have to be made in any company
between what is wanted and what is practic-
able and affordable, will not take place in a
rational way. These trade-offs have to be
made on the basis of the fullest possible
understanding of the reality of the company’s

multifunctional strengths and weaknesses and
opportunities and threats.

One of the problems of systems in which
there is either a separation of the strategic
corporate planning process or in which mar-
keting planning is the only formalized
system, is the lack of participation of key
functions of the company, such as engineering
or production. Where these are key determi-
nants of success, as in capital goods com-
panies, a separate marketing planning system
is virtually ineffective.

Where marketing, however, is a major
activity, as in fast-moving industrial goods
companies, it is possible to initiate a separate
marketing planning system. The indications
are that when this happens successfully, sim-
ilar systems for other functional areas of the
business quickly follow suit because of the
benefits which are observed by the chief
executive.

Delegation of planning to a
planner

The incidence of this is higher with corporate
planning than with marketing planning,
although where there is some kind of corp-
orate planning function at headquarters and
no organizational function for marketing,
whatever strategic marketing planning takes
place is done by the corporate planners as
part of a system which is divorced from the
operational planning mechanism. Not surpris-
ingly, this exacerbates the separation of opera-
tional planning from strategic planning and
encourages short-term thinking in the opera-
tional units.

The literature sees the planner basically as a
co-ordinator of the planning, not as an initiator
of goals and strategies. It is clear that without the
ability and the willingness of operational man-
agement to co-operate, a planner becomes little
more than a kind of headquarters admin-
istrative assistant. In many large companies,
where there is a person at headquarters with the
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specific title of marketing planning manager,
they have usually been appointed as a result of
the difficulty of controlling businesses that have
grown rapidly in size and diversity, and which
present a baffling array of new problems to deal
with.

Their tasks are essentially those of system
design and co-ordination of inputs, although
they are also expected to formulate overall
objectives and strategies for the board. In all
cases, it is lack of line management skills and
inadequate organizational structures that frus-
trates the company’s marketing efforts, rather
than inadequacies on the part of the planner.
This puts the onus on planners themselves to
do a lot of the planning, which is, not surpris-
ingly, largely ineffective.

Two particularly interesting facts emerged
from the author’s research. Firstly, the market-
ing planning manager, as the designer and
initiator of systems for marketing planning, is
often in an impossibly delicate political posi-
tion vis-a-vis both their superior line managers
and more junior operational managers. It is
clear that not too many chief executives under-
stand the role of planning and have unrealistic
expectations of the planner, whereas for their
part the planner cannot operate effectively
without the full understanding, co-operation
and participation of top management, and this
rarely happens.

This leads on naturally to a second point.
For the inevitable consequence of employing a
marketing planning manager is that they will
need to initiate changes in management behav-
iour in order to become effective. Usually these
are far reaching in their implications, affecting
training, resource allocation, and organiza-
tional structures. As the catalyst for such
changes, the planner, not surprisingly, comes
up against enormous political barriers, the
result of which is that they often become
frustrated and eventually ineffective. This is
without doubt a major issue, particularly in big
companies.

The problems which are raised by a mar-
keting planning manager occur directly as a

result of the failure of top management to give
thought to the formulation of overall strategies.
They have not done this in the past because
they have not felt the need. However, when
market pressures force the emerging problems
of diversity and control to the surface, without
a total willingness on their part to participate in
far-reaching changes, there really is not much
that a planner can do.

This raises the question again of the key
role of the chief executive in the whole business
of marketing planning.

Part 3 conclusions

Consultants have learned that introducing
change does not always mean forcing new
ideas into an unreceptive client system. Indeed,
such an approach invariably meets resistance
for the organization’s ‘anti-bodies” whose sole
purpose is to protect the status quo from the
germs of innovation.

A quicker and more effective method is to
remove or reduce the effect of the barriers
which will stop the proposed improvement
from becoming effective. Thus, any attempt to
introduce systematic strategic marketing plan-
ning must pay due concern to all the barriers
listed in this section.

Of course, not all of them will be the same
for every organization, but without a doubt the
most critical barrier remains the degree of
support provided by the chief executive and
top management. Unless that support is forth-
coming, in an overt and genuine way, market-
ing planning will never be wholly effective.

Strategic marketing planning, when sensibly
institutionalized and driven by an organiza-
tion’s top management, can make a significant
contribution to the creation of sustainable
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competitive advantage. It is, however, impor-
tant to distinguish between the process of
marketing planning and the output. Indeed,
much of the benefit will accrue from the process
of analysis and debate amongst relevant man-
agers and directors rather than from the written
document itself.

Twelve guidelines were provided which
have been shown to be significant contrib-
utors to determining an organization’s
competitiveness.

Finally, there are many human organiza-
tional and cultural barriers which prevent an
organization deriving the maximum benefit
from strategic marketing planning. Being
aware of what these are will go some way to
helping organizations overcome them.
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