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Preface

RATIONALE

Many marketing books deal with marketing on the strategy level, addressing issues
such as what business to be in. Others focus on operating-level product/brand man-
agement decisions involving the marketing mix or its individual elements (e.g.,
price, advertising/communications) whether the focus is strategic or tactical. In
either case, sound decisions generally stem from sound analysis. This book focuses
on the analysis needed for marketing decisions. It is structured around the basic
planning document, the marketing plan.

This book evolved from a course given at the Columbia Business School called
Marketing Planning and Strategy. In the mid-1970s, the marketing faculty at
Columbia realized that traditional marketing management courses in business
school curricula were fine for preparing MBA students for senior-level marketing
positions, but did not equip them with the tools necessary for first jobs with titles
such as “assistant brand manager” or “product manager.” It was felt that students
needed a “hands-on” course that would prepare them for the data collection and
analysis tasks that often fall to junior-level managers. Interestingly, having a basic
template for analysis proved beneficial for strategy-based courses as well.

The exercise of actually developing a marketing plan is highly integrative as it
brings together concepts learned from marketing research, marketing strategy,
finance, operations, and policy courses. Despite the advent of the Internet and the
resulting development of new job titles, terminology, and technology, the need to
develop sound analysis and planning is as important as ever.

This book does not attempt to cover all aspects of the marketing plan. We focus
on the analysis of information pertaining to a product’s environment, customers,
and competitors. Chapter 1 contains an overview of an operating marketing plan.
As such, the book can be used as a companion text to books on strategic market-
ing management, which tend to focus more on what to do after the type of analy-
sis treated in this book has been completed, as part of a product/brand management
course, or as a general reference for practitioners. Over the previous five editions
of the book, we have been surprised and gratified at the wide variety of courses
and contexts for which the book has been adopted.

OUTLINE OF THE BOOK

The book has seven chapters. The first six provide specific analytical methods and
data sources that can be useful for each of the analyses discussed in the chapters.
Perhaps as important, they also provide some useful formats for summarizing the
information. Chapter 7 then relates the concepts to the development of marketing
strategy. The chapters are:

1. Marketing Planning. In this chapter, we present the rationale for planning,
pitfalls that should be avoided, and an outline of a complete marketing plan.

ix
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. Defining the Competitive Set. One of the most challenging decisions faced by

marketing managers is that of defining the competition since the set of com-
petitors can usually be constructed as narrowly or as broadly as desired. This
chapter discusses methods for defining different levels of competition.

. Industry Analysis. Fundamental criteria for evaluating a product’s position in

the market are aggregate factors such as market growth rate, industry factors
such as barriers to entry, and environmental factors such as regulation.

. Competitor Analysis. Monitoring strategies of key competitors and anticipat-

ing their likely moves are key to the development of successful marketing strat-
egy. This chapter covers how to analyze competition in terms of competitors’
objectives, strategies, and capabilities, and most important, how to predict future
actions.

. Customer Analysis. At the core of modern thinking about marketing is a cus-

tomer orientation. In this chapter, we discuss the key information required to
monitor customer behavior.

Market Potential and Sales Forecasting. In this chapter, we describe methods

for estimating the potential size of a market and predicting future levels of sales
and/or market share.

Developing Marketing Strategy. Rather than leaving the reader “hanging” after
the discussion of the situation analysis, we have included a chapter outlining
how the concepts developed earlier in the book can be used to develop a mar-
keting strategy.

We have incorporated several changes into this sixth edition:

We have expanded the chapter on customer analysis (Chapter 5). Since cus-
tomers are both the key to a successful business and at the core of marketing,
we felt some additional material was warranted. This includes some newer mate-
rial such as the lifetime value of a customer.

We also expanded the discussion of marketing strategy (Chapter 7). We present
a measure of brand equity based on sales and prices and discuss customer-based
strategy (acquisition, retention, expansion, and deletion).

Of course, any marketing book has to include the Internet. Although the core
of a product manager’s job has not changed, the Internet has certainly affected
a number of activities. The outline of the marketing plan, for example, now has
sections for website design.

One of the features readers liked best about the earlier editions is the pair of

running examples. The two examples in the sixth edition are energy bars and
personal digital assistants (PDASs).
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Chapter One

Marketing Planning

Overview

Definition and Objectives of Plans

Developing a marketing plan is a key activity. In fact, some people believe the
development of the annual marketing plan is the single most important activity of
a product manager (Stasch and Lanktree, 1980).

Marketing planning has become a major activity in most firms. A survey by
Hulbert, Lehmann, and Hoenig (1987) found that over 90 percent of marketing
executives engaged in formal planning. These executives spent, on average, 45 days
each year on planning, relying most heavily on information from the sales force,
management information systems, and internal marketing research. The develop-
ment of marketing plans, which are generally annual and focus on a product or one
or more product lines, is thus an important function for marketers, one that is
believed to improve both coordination and performance.

The marketing plan can be divided into two general parts: the situation analy-
sis, which analyzes the background of the market for the product, and the objec-
tives, strategy, and programs based on the background analysis that direct the
firm’s actions. While most books and the popular press concentrate on the latter, incor-
rect or inadequate analysis often leads to poor decisions about pricing, advertising,
and the like. The next few chapters of this book are devoted to the critical task of
providing the analysis on which to base an action plan—in short, the marketing
homework.

What is a marketing plan? A working definition is:

A marketing plan is a written document containing the guidelines for the
business center’s marketing programs and allocations over the planning
period.

Several parts of this definition have been emphasized and merit further explanation.
First, note that the plan is a written document, not something stored in a marketing
manager’s head. This characteristic of marketing plans produces multiple benefits.
Requiring that the plan be written calls for disciplined thinking. It also ensures that
prior strategies that succeeded or failed are not forgotten. In addition, a written plan
provides a vehicle for communications between functional areas of the firm, such
as manufacturing, finance, and sales, which is vital to the successful implementation



