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PREFACE

the many marketing variables within a series of strategic decisions.

Most universities now offer such a course, for which this book is
intended. The course is typically labeled as marketing management,
marketing problems, or a capstone course at the undergraduate level.
At the graduate level, it may be called marketing management, market-
ing strategy, or marketing policies. Some seminar courses also focus on
a synthesis of marketing variables and decisions.

Marketing’s strategic decisions are probably the most difficult in
any enterprise, except those of determining the organization’s total di-
rection. We believe that a book that effectively teaches this subject has
the following characteristics:

Every marketing student should experience a course that integrates

1, It should be wholly devoted to marketing decisions, a subject
so complicated that a single volume can barely suffice.

2. It should avoid the redundancy of repeating or reviewing at
length what students presumably learned in earlier courses.

3. It should deal with the realities and with the practical issues
faced by marketing executives.

4. Clarity and reality should be heightened —and interest stimu-
lated — with actual examples of each concept.
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5. It should concentrate on decision methods found practicable
and widely applicable by today’s modern managements. Esoteric meth-
ods and those impracticable for the near future, although properly es-
poused by management scientists, should be merely introduced.

Integration of marketing’s many variables into the strategic pro-
cess is one of this book’s six major objectives—and its central one. The
five others have just been described. Our discontent with existing
books on marketing management, relative to these objectives, led to
our writing this one.

Our scope is limited to what we designate as “strategic” deci-
sions, which are those regarding objectives, policies, strategies, plans,
and controls. We concentrate on strategies, since they are the core of
successful marketing, rather than dealing with tactical or operating de-
cisions, which are subordinate and more situation-specific.

This book is not an advanced basic marketing text and does not
seek to provide all the concepts and descriptions that should be famil-
iar background for the strategic decision maker. You will not find chap-
ters here on subjects that the student is presumed to have taken, in-
cluding consumer behavior and marketing research, although both these
subjects are brought into the discussion. Rather than multiple chapters
on the chief marketing functions, we provide one chapter on aspects
significant in major marketing decisions, for each of the four functional
areas. In short, we explain how to integrate and to use the concepts
that the student has learned from other marketing courses and from ex-
perience.

The chief unifying construct is a model that interrelates the entire
series of strategic decisions and stipulates the nature and timing of the
chief decision inputs. The total model is developed, together with un-
derlying theory, in the first chapter. Then it is segmented into sectors,
for four phases of determining strategy and plans, in the second chap-
ter. Application of the model is exemplified there in terms of deciding
overall strategy.

Much space is concerned with preparing the reader to employ the
model by developing understanding of the possible inputs. First, inter-
nal variables of the overall enterprise are discussed, and then external
variables. We move then to the marketing-mix variables. Thus pre-
pared, the reader then moves into determination of strategic marketing
mixes, which are oriented to various product-line and individual-prod-
uct situations. Next, the stage of determining specific plans is treated,
and then the cycle is completed with marketing controls. Thus, the en-
tire book is followed readily as it travels around the cycle of our cen-
tral decision model. We believe that all marketing decisions can be re-
lated to this classroom-tested model.

Merely reading the text would not create skill or insight, but this
is intended in the cases that follow each section, They too are based on
actuality. A different approach often adopted by teachers, especially
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when this is taught in a capstone sequence, is to have individuals or
groups carry out projects, usually selecting some product or firm. This
book was designed to accompany such projects. It may also be supple-
mented with massive cases or a greater variety from other sources or
with readings.

Credit for assistance is owed to many others. We particularly
mention those to whom this book is dedicated, as no mere gesture but
a very grateful expression. Qur text has profited greatly from the in-
sightful comments of outside reviewers, in particular: Lloyd M. De-
Boer, George Mason University; Richard M. Durand, University of
Alabama; Samuel M. Gillespie, Texas A & M University; Clyde E.
Harris, Jr., University of Georgia; R. Neil Maddox, University of Mis-
souri, St. Louis; and Warren B. Nation, Florida State University.
Among our colleagues who have contributed substantially, we espe-
cially want to credit Arthur Prell, Southern Illinois University; Steven
Skinner and Jim L. Grimm, Illinois State University; and Terry Childers,
State Farm Insurance Company.

Various persons assisted in providing or revising our cases, in-
cluding some who must remain anonymous as their firms required that.
Others who can be identified are: Richard Bomblatus, Eric Conine,
Professor Robert T. Davis, Walter Bloomquist, George Reinhart, Ron
Siegel, Chester Stewart, R. C. Wolff, Barbara Bennett, and Craig Vet-
ter. We are indebted to many associated with Prentice-Hall for their
dedicated work in our behalf —above all to Judith Rothman, John Con-
nolly, and Ann Marie McCarthy. And for reams and reams of typing
we thank Jeanette Rasmussen and Vicki Kirk.,

The innovator is a risk taker, and so our errors may be many. We
are very conscious of that danger and therefore invite criticisms and
suggestions from every reader.

D. J. Luck
0. C. Ferrell
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ESSENTIAL CONCEPTS

any sort of enterprise. A handful of these are the critical ones
affecting its destiny. These are the strategic decisions. Our book
is primarily concerned with these, from the marketing viewpoint, al-
though we also deal with the making of plans and effecting of controls.

Such significant decisions, as you would surmise, are ultimately
made by those at the apex of an organization structure. You are un-
doubtedly far from being in such a position and may doubt whether you
will ever reach it; so why should you study such decision processes?
We face this question in some detail in our Postscript, at the end of the
book. At this point, we merely offer these comments: (1) Various people
in middle management have serious roles in generating strategic deci-
sions; (2) every responsible person in the organization is affected by
them; and (3) strategic planning stands as the capstone of marketing
education, the activity in which its specialized areas and knowledge are
drawn into a central focus and made useful for application. These, we
think, are sufficient reasons.

In devoting our book wholly to these advanced subjects, we have
wasted no space on descriptions of marketing and its functions. We
assume you have acquired this knowledge in earlier courses. For the
reader who wants some refreshment in marketing basics or who has had

3
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no preparation in them, we cite in the bibliography at the end of the book
several good textbooks that discuss them competently for you. Our
first chapter presents what are literally essential concepts.

PURPOSE AND VIEWPOINT

The purpose of this book is to present and to examine managerial
principles for selecting marketing strategies and for determining plans.

Let us orient this within the total scope of management, which is
commonly considered to have four phases: (1) analysis, (2) planning,
(3) implementation, and (4) control.! Our concern is primarily with the
phase of planning, and secondarily with analysis and control. We omit
implementation, the carrying out of strategy and plans.

Our viewpoint is an administrative one, that of a manager who is
vested with authority and responsibility to determine strategies or to
monitor or control their implementation. Qur reference is mainly to
business decisions, since most marketing students anticipate entering
some sort of business, and since this form of decision making is best
developed in the commercial world. Such decisions, however, are by
no means confined to profit-making enterprises.

We will simplify the real world in order to be concise. One assump-
tion we will make is that one single person is making these decisions,
which of course is the situation in small firms or agencies. In large and
complex organizations, a number of people participate—perhaps a
committee or project team, or managers at various levels who initiate
ideas or have approval authority. A recent study by Buell of creative
advertising decisions found six levels of management making them:
corporate executives, division general managers, division chief market-
ing executives, advertising staff, and product managers.? And strategic
decisions tend to be even more diffused. It is often difficult to identify
where a proposed decision starts, who contributes to it or modifies it
later, and even who finally crystallizes it.

STRATEGY: DEFINED AND ILLUSTRATED

Our overall interest is in the planning process. Planning has been de-
scribed as making tomorrow’s decisions today, or currently deciding
where one intends to be at a future time and how to arrive there. We

! This is, for instance, the classification used by Philip Kotler in Marketing Manage-
ment, 3rd ed. (Englewood Cliffs, N.J.: Prentice-Hall, 1976), p. 7.

®Victor P, Buell, “The Changing Role of the Product Manager,” Journal of
Marketing, July 1975, p. 7.
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ESSENTIAL
CONCEPTS

are going to deal mainly with strategic planning and less with plans.
Strategic planning, the determination of strategies, should take
place in three stages:

1. Objectives: the ends or results that are sought

2. Policies: the rules that guide the selection of strategies, as well
as the subsequent actions that implement them, to keep them consistent
with reaching the objectives

3. Strategies: the fundamental means or schemes of reaching the
objectives

Our discussion will concentrate on the third stage, identifying and
selecting strategies, but a prerequisite is the sound and explicit determi-
nation of objectives and policies. Policies tend to be underestimated in
importance, for when they are concretely stated and disseminated in
written form, they speed decision making at all levels.

There should be a tight link between objectives and strategies
because (1) any particular objective is feasible only when a strategy
can be devised that will attain it; and (2) the marketing planner knows
what sort of strategy to seek only after being acquainted with the ob-
jective(s). There are searching questions relating to both these determi-
nations that need careful logic. Key questions are illustrated in the list
below, with examples from the viewpoint of one small firm.

1. What kind of an organization do those controlling it (owners
and/or managers) want it to become? Example: The owner, who actively
manages, wants to keep his firm under his tight personal control; so a
major policy is to avoid being dominated by any customers, bankers, etc.

2. What is the organization’s internal base for strategic action—
its strengths and its weaknesses? Example: Strengths: very flexible
equipment and ability to respond quickly to environmental change.
Weaknesses: too much dependence on manufacturers’ agents for sales
and market information; lack of a strong marketing executive.

3. What are market opportunities and needs? Example: Increasing
miniaturization of machinery and instruments presents great opportunity
for a firm in this industry making smaller motors.

4. What are the industry and competitive situations—now and in
prospect? Example: The total industry is experiencing an average
growth rate for U.S. business. Standard products are getting more con-
centrated in a few manufacturers; small firms are surviving only if they
bring out real innovations or diversify into related lines.

5. What other environmental variables will probably be of serious
importance? What would be their effects? Example: Nationalistic trade
barriers are increasing, which will help a firm selling in its own country



