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Kotler on 
Marketing
It is more important It is more important 
to do what is to do what is 
strategically right strategically right 
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strategically right strategically right 
than what is than what is 
immediately immediately 
profitable.profitable.



Chapter Objectives
�� In this chapter, we examine the In this chapter, we examine the 

following questions:following questions:
�� How is strategic planning carried out at How is strategic planning carried out at 

the corporate and division levels?the corporate and division levels?
�� How is planning carried out at the How is planning carried out at the 
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�� How is planning carried out at the How is planning carried out at the 
business unit level?business unit level?

�� What are the major steps in the What are the major steps in the 
marketing process?marketing process?

�� How is planning carried out at the How is planning carried out at the 
product level?product level?

�� What does a marketing plan include?What does a marketing plan include?



Strategic Planning: Three Key Areas 
and Four Organization Levels

�� Strategic marketing planStrategic marketing plan
�� TacticalTactical marketing planmarketing plan
�� Marketing planMarketing plan
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Corporate and Division 
Strategic Planning

�� All corporate headquarters undertake All corporate headquarters undertake 
four planning activitiesfour planning activities
�� Defining the Corporate MissionDefining the Corporate Mission
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�� Defining the Corporate MissionDefining the Corporate Mission

�� Establishing Strategic Business Units (SBUs)Establishing Strategic Business Units (SBUs)

�� Assigning resources to each SBUAssigning resources to each SBU

�� Planning new businesses, downsizing, or Planning new businesses, downsizing, or 
terminating older businessesterminating older businesses



Corporate and Division 
Strategic Planning

�� Defining the Corporate MissionDefining the Corporate Mission
�� Mission statements define which competitive Mission statements define which competitive 

scopes the company will operate inscopes the company will operate in
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�� Industry scopeIndustry scope
�� Products and applications scopeProducts and applications scope
�� Competence scopeCompetence scope
�� MarketMarket--segment scopesegment scope
�� Vertical scopeVertical scope
�� Geographical scopeGeographical scope



Can you name a company that has Can you name a company that has 
recently changed its product scope recently changed its product scope 
or market segment scope in a very or market segment scope in a very 
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or market segment scope in a very or market segment scope in a very 
public way? Was this an expansion public way? Was this an expansion 
or contraction of scope?or contraction of scope?



Corporate and Division 
Strategic Planning

�� Establishing Strategic Business Units Establishing Strategic Business Units 
(SBUs)(SBUs)

www.bookfiesta4u.com

1-105



Table 4.1: Product-Oriented versus Market-Oriented 
Definitions of a Business

CompanyCompany Product DefinitionProduct Definition Market DefinitionMarket Definition

MissouriMissouri--Pacific Pacific 
RailroadRailroad

We run a railroadWe run a railroad We are a peopleWe are a people--andand--
goods movergoods mover

XeroxXerox We make copying We make copying 
equipmentequipment

We help improve office We help improve office 
productivityproductivity

Standard OilStandard Oil We sell gasolineWe sell gasoline We supply energyWe supply energy
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Columbia PicturesColumbia Pictures We make moviesWe make movies We market entertainmentWe market entertainment

EncyclopaediaEncyclopaedia We sell encyclopediasWe sell encyclopedias We distribute InformationWe distribute Information

CarrierCarrier We make air We make air 
conditioners and conditioners and 
furnacesfurnaces

We provide climate We provide climate 
control in the homecontrol in the home



Corporate and Division 
Strategic Planning

�� Three characteristics  of SBUsThree characteristics  of SBUs
�� Single business or collection of related Single business or collection of related 

businesses that can be planned for separatelybusinesses that can be planned for separately
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businesses that can be planned for separatelybusinesses that can be planned for separately

�� Has its own set of competitorsHas its own set of competitors

�� Has a manager who is responsible for Has a manager who is responsible for 
strategic planning and profitstrategic planning and profit



�� The GrowthThe Growth--Share MatrixShare Matrix
�� Relative market shareRelative market share
�� Four CellsFour Cells

�� Question MarksQuestion Marks
�� StarsStars
�� Cash CowsCash Cows
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�� Cash CowsCash Cows
�� DogsDogs

�� SBU StrategiesSBU Strategies

�� SBU LifecycleSBU Lifecycle



Can you give an example of a “Star” Can you give an example of a “Star” 
that skipped “Cash Cow”, and went that skipped “Cash Cow”, and went 
straight to “Dog” status?straight to “Dog” status?
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straight to “Dog” status?straight to “Dog” status?



Corporate and Division 
Strategic Planning

�� The General Electric ModelThe General Electric Model
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Table 4-2:  Factors underlying Market Attractivenes s and Competitive 
Position in GE Multifactor Portfolio Model: Hydraul ic-Pumps Market

Market Market 
AttractivenessAttractiveness

Overall market sizeOverall market size
Annual market growth rateAnnual market growth rate
Historical profit marginHistorical profit margin
Competitive intensityCompetitive intensity
Technological requirementsTechnological requirements
Inflationary vulnerabilityInflationary vulnerability
Energy requirementsEnergy requirements
Environmental impactEnvironmental impact

WeightWeight
0.200.20
0.200.20
0.150.15
0.150.15
0.150.15
0.050.05
0.050.05
0.050.05

Rating =Rating =
(1(1--5)5)

44
55
44
22
44
33
22
33

ValueValue
0.800.80
1.1.

0.600.60
0.300.30
0.600.60
0.150.15
0.100.10
0.150.15
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Environmental impactEnvironmental impact
SocialSocial--politicalpolitical--legallegal

0.050.05
Must be Must be 

acceptableacceptable
1.01.0

33 0.150.15

3.703.70

Business Business 
StrengthStrength

Market shareMarket share
Share growthShare growth
Product qualityProduct quality
Brand reputationBrand reputation
Distribution networkDistribution network

0.100.10
0.150.15
0.100.10
0.100.10
0.050.05

44
22
44
55
44

0.400.40
0.300.30
0.400.40
0.500.50
0.200.20

See text for complete table



Corporate and Division 
Strategic Planning

�� Critique of Portfolio ModelsCritique of Portfolio Models
�� Planning New Businesses, Planning New Businesses, 
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Downsizing Older BusinessesDownsizing Older Businesses



Corporate and Division 
Strategic Planning

�� Intensive GrowthIntensive Growth
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Starbucks’ home page: Customers can request a Starbucks’ home page: Customers can request a 
catalog of Starbucks products, subscribe to a catalog of Starbucks products, subscribe to a 

newsletter, and shop onlinenewsletter, and shop online
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Corporate and Division 
Strategic Planning

�� Integrative GrowthIntegrative Growth
�� Diversification GrowthDiversification Growth
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�� Downsizing Older BusinessesDownsizing Older Businesses



Give an example of a market Give an example of a market 
segment where integrative growth segment where integrative growth 
would be preferable to growth would be preferable to growth 
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would be preferable to growth would be preferable to growth 
through diversification. Explain through diversification. Explain 
why one approach is better why one approach is better 
than the other.than the other.



Business Unit 
Strategic Planning 

�� Business MissionBusiness Mission
�� SWOT AnalysisSWOT Analysis

�� External Environment Analysis External Environment Analysis 
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�� External Environment Analysis External Environment Analysis 
(Opportunity and Threat Analysis)(Opportunity and Threat Analysis)
�� Marketing OpportunityMarketing Opportunity

�� Buying opportunity more convenient or Buying opportunity more convenient or 
efficientefficient

�� Meet the need for more information and adviceMeet the need for more information and advice
�� Customize an offering that was previously only Customize an offering that was previously only 

available in standard formavailable in standard form



Give some examples of companies Give some examples of companies 
that have grown to dominate their that have grown to dominate their 
market segment by using technology market segment by using technology 
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market segment by using technology market segment by using technology 
to make buying opportunities more to make buying opportunities more 
convenient and efficient.convenient and efficient.



Business Unit 
Strategic Planning 

�� Marketing Opportunity Analysis (MOA)Marketing Opportunity Analysis (MOA)
�� Can the benefits be articulated to a target Can the benefits be articulated to a target 

market?market?
�� Can the target market be reached with costCan the target market be reached with cost--
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�� Can the target market be reached with costCan the target market be reached with cost--
effective media and trade channels?effective media and trade channels?

�� Does the company have the critical capabilities Does the company have the critical capabilities 
to deliver the customer benefits?to deliver the customer benefits?

�� Can the company deliver these benefits better Can the company deliver these benefits better 
than any actual or potential competitors?than any actual or potential competitors?

�� Will the rate of return meet the required Will the rate of return meet the required 
threshold of investment?threshold of investment?



Figure 4-7:  Opportunity and Threat Matrices
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Business Unit 
Strategic Planning 

�� Internal Environmental Analysis Internal Environmental Analysis 
(Strength/Weakness Analysis)(Strength/Weakness Analysis)

�� Goal FormationGoal Formation
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�� Goal FormationGoal Formation
�� Strategic Strategic 

FormulationFormulation
�� StrategyStrategy



Business Unit 
Strategic Planning 

�� Porter’s Generic StrategiesPorter’s Generic Strategies
�� Overall cost leadershipOverall cost leadership
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�� DifferentiationDifferentiation

�� FocusFocus



Travelocity’s Web site helps the consumer plan the Travelocity’s Web site helps the consumer plan the 
whole vacation whole vacation –– flights, lodging, and car rental.c omflights, lodging, and car rental.com
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�� Operational Effectiveness and StrategyOperational Effectiveness and Strategy
�� Strategic groupStrategic group

Business Unit 
Strategic Planning 
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�� Strategic alliancesStrategic alliances



Business Unit 
Strategic Planning 

�� Marketing AlliancesMarketing Alliances
�� Product or service alliancesProduct or service alliances
�� Promotional alliancesPromotional alliances
�� Logistical alliancesLogistical alliances
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�� Logistical alliancesLogistical alliances
�� Pricing collaborationsPricing collaborations

�� Partner Relationship Partner Relationship 
Management, PRMManagement, PRM

�� Program Formulation and Program Formulation and 
ImplementationImplementation



Business Unit 
Strategic Planning 
�� Feedback and ControlFeedback and Control
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The Marketing Process
�� Steps in the Planning ProcessSteps in the Planning Process

�� The marketing processThe marketing process

�� Analyzing Market OpportunitiesAnalyzing Market Opportunities
�� Developing Marketing StrategiesDeveloping Marketing Strategies
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�� Planning Marketing ProgramsPlanning Marketing Programs
�� Managing the Marketing EffortManaging the Marketing Effort

�� AnnualAnnual--plan controlplan control

�� Profitability controlProfitability control

�� Strategic controlStrategic control



Figure 4-10:  
Factors 
Influencing 
Company 
Marketing 
Strategy
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Strategy



Product Planning: The Nature and 
Contents of a Marketing Plan
�� Contents of the Marketing PlanContents of the Marketing Plan

�� Executive SummaryExecutive Summary

�� Current Marketing SituationCurrent Marketing Situation

�� Opportunity and issue analysisOpportunity and issue analysis
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�� Opportunity and issue analysisOpportunity and issue analysis

�� ObjectivesObjectives

�� Marketing strategyMarketing strategy

�� Action programsAction programs

�� Financial projectionsFinancial projections

�� Implementation controlsImplementation controls



�� Sample Marketing Plan: Sonic Personal Sample Marketing Plan: Sonic Personal 
Digital AssistantDigital Assistant
�� Current Marketing SituationCurrent Marketing Situation

Product Planning: The Nature and 
Contents of a Marketing Plan
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�� Current Marketing SituationCurrent Marketing Situation
�� Opportunity and Issue AnalysisOpportunity and Issue Analysis
�� ObjectivesObjectives
�� Action ProgramsAction Programs
�� Financial ProjectionsFinancial Projections



�� Implementation ControlsImplementation Controls

�� Marketing StrategyMarketing Strategy
�� PositioningPositioning

Product Planning: The Nature and 
Contents of a Marketing Plan
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�� PositioningPositioning
�� Product ManagementProduct Management
�� PricingPricing
�� DistributionDistribution
�� Marketing CommunicationsMarketing Communications
�� Marketing ResearchMarketing Research


