Week Two
Lecture Notes

Ch. 4
As a start for this week’s lecture material, please read the article on IBM entitled “Market-Oriented Perspectives Underlie Successful Corporate, Business, and Marketing Strategies” which I found does a good job of demonstrating the nature of strategy development at different levels of an organization. Although this article is a little outdated, it still serves the purpose of reflecting a market-oriented perspective.

Once you have read this introductory article:

IBM’s experiences in the information technology industry illustrate some important points about the nature of business strategy and the interrelationships among different levels of strategy in an organization, something the textbook authors mention in Chapter Two. The article also demonstrates the importance of timely and accurate insights into customer desires, environmental trends, and competitor actions in formulating successful strategies at every level.

Most firms, particularly larger corporations with multiple divisions or business units like IBM, pursue a hierarchy of interdependent strategies.  Each strategy is formulated at different levels in the organization and deals with different sets of issues.  For example, IBM’s goals of becoming a leading service provider and seeking future growth primarily through the development of new software, consulting and outsourcing services reflect its new corporate strategy.  This level of strategy provides direction on the company’s mission, the kinds of businesses it should be in or the products or services it should offer, and its growth policies.

On the other hand, attempts to differentiate its offerings by providing superior quality based on the expertise, experience, and customer knowledge of its large contingent of consultants while avoiding cut-throat price competition reflect IBM’s business-level strategy in its Global Services division.  This level of strategy normally addresses how a business will compete in its industry.

Finally, interrelated functional decisions about how to divide the market into segments, which segments to target, what goods and services to offer each segment, what promotional tools and appeals to employ, and what prices to charge all reflect the marketing strategies for each of IBM’s various product-market entries.  Marketing strategy decision-making at this level will be the primary focus of this course. However, some marketing strategy decisions are more logically made at the business unit or corporate levels and they will be addressed too.  Strategic planning at the corporate and business unit levels, which includes more than just marketing, will be addressed more specifically in the MBA Capstone course, BUS 695.
Because a major part of marketing is to monitor and analyze the needs and desires of potential customers, emerging challenges posed by competitors, and opportunities and threats related to trends in the external environment, it often plays a crucial role in influencing strategies formulated at higher levels in the firm.  While the need for new corporate and competitive strategies at IBM became obvious because of stagnating sales and declining profits in some of the firm’s most venerable businesses, decisions about the content of those new strategies were influenced by information and analyses supplied by the firm’s marketing and sales personnel.  Marketing executives were key members of the task force appointed by CEO Gerstner to analyze the firm’s strengths and weaknesses and develop new directions for growth and profitability.

Some firms systematically incorporate such market and competitive analyses into their planning processes.  They also coordinate their activities around the primary goal of satisfying unmet customer needs.  Such firms are market-driven and follow a business philosophy commonly called the marketing concept.

Core Marketing Strategies
As I mentioned previously, a key objective of this course is to expose you to the key marketing strategy areas that are used to help guide your marketing mix or tactical marketing decisions.

Marketing decision making must begin with setting objectives which guide marketing strategy development which then guides your action steps or marketing mix decisions.  A strategy provides a roadmap and tells you which direction you want to take.  Your marketing actions define how specifically you are going to implement the strategy.
For example, if an objective is to increase sales of your product by 20% next year, one of the marketing strategies you might decide to use is to initiate a price decrease to become the low cost provider.  Making the decision to reduce your current price of $12 to $10 would be your tactical plans to implement your strategy.
Another example might be if your objective was to increase brand awareness by 25% next year in the United States.  A promotional strategy might be to launch a nationwide advertising campaign.  Deciding upon an TV advertising campaign with ad placements on Quantico, Madame Secretary, and Designated Survivor to run for a six week period in the spring would be your tactical plans to implement your strategy.

In this course, the following represents a list of the key marketing strategy decision areas that are often used for the marketing of anything.  It serves somewhat as a guide by week of the strategy alternatives that will be discussed:
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Porter’s Generic Competitive Strategies:

Overall cost leadership

Product Differentiation

Focus/Differentiation

Focus/Low cost

