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Foreword

Marketing men in general, and salesmen in particular, know little about financial
and managerial controls, whilst accountants seldom know enough about the nature
of marketing to fulfil their staff role to marketing in an adequate way. Hence,
Richard Wilson’s book will be most valuable to both groups. As the Institute of
Marketing has rightly identified, bridging this gap between accounting and market-
ing must have the highest priority if sales-oriented or production-oriented com-
panies are to be able to implement the whole panoply of marketing ideas.

Richard Wilson is particularly well qualified to have undertaken the task of
writing a book such as this because, to my certain knowledge, both in the university
world and more specifically in a number of senior industrial appointments, he has
been responsible for fashioning systems of management control in companies
embracing the marketing concept. His chapters on the management process and, in
particular, the framework for control indicate an effective understanding of the
contributions which management theory can make to this vital problem area. His
examination of several elements of the marketing mix, exploring the appropriate
techniques for control and the problems of applying them, is extremely thorough
and can serve as a most valuable reference for the practising accountant and
marketing executive.

I would commend this book to be widely used in universities and polytechnics,
and by those members of the Institute of Marketing who fee] that their comprehen-
sion of management planning and control techniques has room for improvement —
which must surely mean us all.

GORDON WILLS

Professor of Marketing & Logistics
Studies,

Cranfield School of Management,

Fellow of the Institute of Marketing
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Preface

The rather ambitious (but not, one hopes, pretentious) aim of this book is to aid in
improving the quality (in terms both of efficiency and effectiveness) of marketing
practice. To this end it is intended for two primary audiences:

Practitioners who are either engaged directly in managing marketing activities
(such as marketing managers, product managers, and sales managers), or who are
concerned in helping these executives to manage their marketing activities (which
includes accountants, business planners, financial analysts, and management scien-
tists).

From a practitioner’s viewpoint it is difficult for the marketing man to learn
enough about managerial planning and control to enable him to suggest which
techniques or approaches might best be applied to help him in problem-solving and
decision-making. Similarly, it is difficult in many instances for the staff adviser (be
he accountant or managerial services specialist) to be sufficiently aware of the many
aspects of marketing that must be controlled, and of the particular problems faced
within the marketing sphere, to enable him to apply the tools at his disposal
correctly and usefully.

Every effort has been made in writing this book to make it useful in an everyday
sense to executives from all functional areas of business. It is hoped that, as a result
of reading it, marketing specialists will gain a deeper understanding of management
planning and control whilst those from other spheres of activity will gain a wider
appreciation of the role of marketing in its total business context.

Advanced students of various management and related subjects. In particular,
the book should appeal to those studying for the Marketing Management (Planning
and Control) and Marketing Management (Analysis and Decision) papers of the
Institute of Marketing’s Diploma syllabus.

Beyond this, however, it will be found relevant to those studying for the
H.N.D./H.N.C. of the Business Education Council; for the Diploma in Management
Studies of the C.N.A.A.; and in a range of other courses offered by the universities,
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X Preface

polytechnics, and business schools. In addition, it should help students who are
preparing for the examinations of the Institute of Cost and Management Account-
ants (notably for the Organisation and Marketing Management paper in Part 2 of
the professional stage, and the Corporate Planning and Control paper in Part 3 of
the professional stage) and of the Association of Certified Accountants (for Paper
17 in Section 3, Business Management).

In relation to the LM. syllabus there is the explicit objective of seeking to
provide ... ‘a firm educational foundation appropriate to the best practice of
marketing’. Both effective education and sound practice require the individual to be
able to think for himself as opposed merely to being able to follow the tramlines of
rigid techniques that were probably designed as attempts to solve rather different
problems in rather different circumstances from those facing a given manager. This
book attempts to lead to better marketing practice by focusing on the identifica-
tion of problems and on a creative approach (e.g. via modelling) fo their solution.
The learning (by indoctrination) of ‘standard’ solutions in an unimaginative and
uncritical manner is not seen as being in any way appropriate to successful
marketing which demands evidence of analytical ability. LM.’s Diploma course
seeks to ‘... extend the analytical and conceptual tools available to candidates and
to permit the development of their skills of application in marketing management.’
Thus interpretive and inventive skills are to be encouraged, plus the ability to
anticipate the implications of using particular solutions.

Whether he be a practitioner or a student, the reader to whom this book is
directed is not the narrow, blinkered specialist who has neither interest nor
aspiration beyond his own speciality; he is amongst the growing body of managers
(and students of management) who are concerned with the way in which functions
(be they of the departmental type such as marketing or finance, or of the systems
variety such as planning and controlling) can be co-ordinated in the efficient
accomplishment of the aims of the enterprise.

The major function of a manager is, it is argued, to control the behaviour of the
enterprise, and this involves setting objectives, drawing up plans, allocating re-
sources, monitoring performance, and feeding back results to decision-makers in
order that they might revise their plans to meet their objectives in the context of a
dynamic environment. Control, therefore, is not a narrow specialism, but the most
pervasive feature of organizational life. By putting management control into its
corporate setting and then, within a systems framework, relating this to marketing,
this volume has been written to fill a known need since no other book focuses
attention specifically on management control and on the application of control
techniques to marketing.

The revisions in this edition are largely reflected in the change of title from
Management Controls in Marketing to Management Controls and Marketing Plan-
ning, and in the much closer linkage between the revised content and the LM.
syllabus.



Preface xi

Chapters 1—5 are entirely new and develop what might be termed an ‘experi-
mentation’ or modelling approach to managerial planning and control. This is the
aim of Chapters 1 and 2 in particular, but the theme continues throughout the
remaining chapters. Chapter 3 focuses on the future as the relevant time dimension
for marketing decision-making, and establishes further grounds for the existence of
planning. Chapters 4 and 5 look in some detail at approaches to both corporate and
marketing planning. Chapters 6—9 then outline and illustrate the application of
control techniques within the framework developed in Chapters 1-5. As evidenced
by the extensive bibliography, the opportunity has been taken in this revised
edition to tie the text more closely to the wide range of literature that characterizes
the eclectic nature both of marketing and of management control. It is not possible
to deal in any comprehensive way with methodology, techniques, or applications in
a single, modest volume, so readers are strongly advised to make use of the
bibliography to follow up ideas within the text that interest them.

It is as a result of a common interest in encouraging the wider adoption of the
marketing concept, along with the efficient application of marketing orientation to
business practice, that the Institute of Marketing has sponsored this book. I hope it
goes some way to achieving its intended purpose.

Beighton, South Yorkshire R.M.S.W.
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1. The Management Process

Management can be looked at from a variety of viewpoints. It may be seen from
one perspective as being largely an atftitude that reflects a willingness to debate
issues and resolve them through the use of appropriate techniques and procedures
(Starr, 1971, p. viii)*. Alternatively, management may be viewed in terms of its
responsibility for achieving desired objectives, which requires the selection of means
to accomplish these prescribed ends, and which implies a degree of rationality in
the allocation of resources.

During recent years, there have been significant developments in quantitative
methods in management, giving new analytical capabilities — often linked to de-
velopments in computer technology (although this is not always necessary) and the
increasing adoption of what is often termed the systems approach (Churchman,
1968). However, managerial success tends to depend on the balancing of enlight-
ened attitudes and analytical skills, rather than on the emphasis of one to the
exclusion of the other; and this balance needs to be exercised through people:
‘managing is the art of getting things done through and with people in formally
organized groups. It is the art of creating an environment in which people can
perform as individuals and yet co-operate towards the attainment of group goals. It
is the art of removing blocks to such performance . . ..” (Koontz, 1962).

In endeavouring to work through people in order to achieve his objectives, a
manager must determine how he should use his available resources (often charact-
erized in the alliterative form of men, money, machines, materials, and methods) to
best effect. This requires him to choose amongst alternative patterns of resource
allocation in the usual situation in which there is more than one way of using
available resources. (If only one course of action is possible the choice really
decides itself.)

Decision-making and management are really the same thing. ‘In treating decision
making as synonymous with managing, I shall be referring not merely to the final

*References in the text relate to the bibliography which can be found at the end of
the book, pp. 201 -17.
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act of choice among alternatives, but rather to the whole process of decision’
(Simon, 1960, p. 1). This process is rendered problematic because of the existence
of risk and uncertainty in the face of which some managers postpone making a
choice amongst alternative actions for fear of that choice being wrong. However,
they are actually then making another choice in that they are deciding not to
decide (Bamnard, 1956, p. 193), and this is not a means of eliminating risk since it
seeks to ignore the problem-situation rather than resolve it. An example might be
found in a company having products that are in decline, and a choice has to be
made amongst several new products in order to improve future prospects. As usual,
uncertainty will make the choice difficult, and the significance of the choice may
cause management to put off making a decision until it is too late and the sales of
existing products have fallen to such a low level that the company is forced out of
business.

The central question in management is, therefore, given that at every point
someone must make one or more decisions, how should decisions be made (see
Welsch & Cyert, 1970)? This book is very concemed with this question which
presents itself to us as a problem requiring a solution in the same way that decision
situations are really in the form of problems, each requiring a solution. So let us
proceed by considering how we might approach problem solving in general, and
then narrow this down to cover business decision-making as a particular class of
problem (see Polya, 1957; Simon, 1960; Wickelgren, 1974). We can suggest an
approach involving six stages:

(i) The first step is the recognition that a problem exists (in the form of, for
instance, a decision that must be taken or an opportunity that may be seized). In
articulating the existence of the problem, it is necessary to consider the purpose
that is to be served by its solution: in other words, what is the objective of the
exercise? If more than one objective is present in a particular problem context, it
may be necessary to make a trade-off (i.e. balance one objective against another by
assigning priorities to each, as when a slower rate of market penetration is traded-
off against higher product quality in order to ensure repeat buying behaviour
patterns for the future on the part of consumers). By specifying clearly at the
outset the nature of the problem and the purpose its solution is to serve, the
problem-solver is able to concentrate his attention on this matter in an efficient
way. It is important to realize, however, that problems need to be perceived: they
do not always present themselves in an obvious manner,

(ii) Having formulated the problem, the next step is to formulate alternative
solutions to it. Under conditions of uncertainty (which essentially means in the
absence of accurate information) this raises another decision problem: how should
a search for alternative courses of action be carried out? We return to this problem
later (see pp. 34—5), but at this point we should recognize that the identifi-
cation of alternatives requires an input of resources as an intermediate step in
solving the initial problem.



