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Since the sixth edition of this book, published in 2017,
many economies around the world have continued to
feel the aftershocks of the deepest recession since the
Great Depression of the 1930s, which started with the
well-publicised ‘credit crunch’. Despite continuing aca-
demic debate about the causes and extent, there is now
little doubt that climate change and global warming is
beginning to have a significant impact on our physi-
cal environment. Technology and the ever-growing
acceptance and use of social media are having a pro-
found effect on customer expectations, experience and
behaviour.

Despite ongoing economic difficulties and tur-
bulence, climate change has not been ignored, and
it presents significant challenges and opportuni-
ties for businesses. Sustainable energy technologies,
such as wind, solar, wave and thermal biomass, are
now being pursued more vigorously and attempts to
reduce energy consumption (of cars, buildings and
airplanes) are creating new business opportunities.
Increasingly, companies, public sector organisations,
individuals and nations are adopting and implement-
ing measures, such as sourcing more raw materials
locally to reduce ‘carbon miles’ and limiting the use
of high-emission travel options to reduce their carbon
footprint.

In parallel, a technological revolution is in full
swing: driverless cars are a reality, members of the Y
generation communicate and share their feedback via
social media, customers look for consistent experiences
across all shopping channels, and even traditional busi-
ness models such as the humble taxi have felt disrup-
tion — in this case from an app.

Within this context, throughout the seventh edi-
tion we have attempted to identify new approaches
to doing business that promote sustainability, both
for the organisations adopting them and for the envi-
ronment (economic, social and natural) in which they
operate.

Marketing Strategy and Competitive Position-
ing (7th edition) deals in general with the process of
developing and implementing a marketing strategy.
The text focuses on competitive positioning at the
heart of marketing strategy, and includes in-depth

discussion of the processes used in marketing to
achieve competitive advantage within the context
introduced above.

The text is primarily about creating and sustaining
superior performance in the marketplace. It focuses
on the two central issues in marketing strategy formu-
lation — the identification of target markets and the
creation of a differential advantage. In doing so, it rec-
ognises the emergence of potential new target markets
born of the recession, increased concern for climate
change and disruption from ongoing technological
advances. It examines ways in which firms can differ-
entiate offerings through recognition of environmental
and social concerns and innovation.

Topics examined include service quality and rela-
tionship marketing, networks and alliances, inno-
vation, internal marketing and corporate social
responsibility. Emphasis is placed on the development
of dynamic marketing capabilities, together with the
need to reassess the role of marketing in the organisa-
tion as a critical process and not simply as a conven-
tional functional specialisation.

The structure of the text

Part 1 is concerned with the fundamental changes
that are taking place in how marketing operates in
organisations, and the increasing focus on marketing
as a process rather than as a functional specialisa-
tion. The central questions of the market orientation
of organisations and the need to find better ways of
responding to the volatile markets, lead us to empha-
sise the market-led approach to strategic management
and the framework for developing marketing strategy
that provides the structure for the rest of the text. Our
framework for strategic marketing planning provides
the foundation for two critical issues on which we
focus throughout this text — choice of market targets
and building strong competitive positions. Central to
this approach is the resource-based view of marketing
and the need to develop, nurture and deploy dynamic
marketing capabilities.

Part 2 deals with the competitive environment in
which the company operates, and draws specifically



Xii PREFACE

on recent changes brought about by recession and
concerns for sustainability. Different types of strat-
egic environment are first considered, together with
the critical success factors for dealing with each type.
Discussion then focuses on the ‘strategic triangle’ of
customers, competitors and company in the context
of the environment (social, economic and natural) in
which the firm operates. Ways of analysing each in
turn are explored to help identify the options open
to the company. The emphasis is on matching cor-
porate resources, assets and capabilities to market
opportunities.

Part 3 examines in more detail the techniques avail-
able for identifying market segments (or potential
targets) and current (and potential) positions. Alter-
native bases for segmenting consumer and business
markets are explored, as are the data collection and
analysis techniques available. Selection of market tar-
gets through consideration of the market attractiveness
and business strength is addressed.

Part 4 returns to strategy formulation. The section
opens with discussion of how to create a sustainable

position in the marketplace. Three chapters are con-
cerned with specific aspects of strategy formulation
and execution. The chapter on competing through
the marketing mix has been retained from the sixth
edition, and expanded to reflect increasing use of new
media to promote, distribute and create market offer-
ings. The roles of customer service in relationship
building and innovation to create competitive advan-
tage are considered in depth.

Part 5 examines implementation issues in more
detail. The section includes chapters on strategic cus-
tomer management and corporate social responsibility,
as well as updated chapters on strategic alliances and
networks and internal marketing.

Part 6 provides our perspective on future com-
petition and competitors. Various themes from ear-
lier parts of the text are drawn together in order to
identify major changes taking place in markets, the
necessary organisational responses to those changes,
and the competitive positioning strategies that might
form the cornerstones of effective marketing in the
future.

Business
purpose
Chapters 1 & 2

Y

Environment Company
. Core strategy .
analysis > e <z analysis
Chapters 3,4 &5 P Chapter 6
A A
Y Y Y
Market target - Com_p_etlfuve - Competitive
Chapter 9 > positioning < advantage
Chapters 7 & 8 Chapter 10
Y
Control _ Imolementation _| Organisation
Chapter 17 - P | Chapters 14, 15 & 16

Y

Marketing mix
Chapters 11, 12 & 13

Source: Hooley, Nicoulaud, Rudd and Lee (2019).



New to this edition

Updated content to reflect ongoing economic turbu-
lence and its impact on business and marketing.
Coverage of the impact of emerging markets on
issues of marketing and innovation, and new reali-
ties of competing through services, market analysis
and segmentation.

Increased emphasis on competing through innova-
tion, including new business models/new types of
retailing.

Increased emphasis on competing globally in a
digital world.

PREFACE xiii

® Updated vignettes at the beginning of most chap-
ters, and new case studies in many of the chapters.

® Updated online resources, including an Instruc-
tor’s Manual and PowerPoint slides for instructors,
along with additional case studies for students.

This text is ideal for undergraduate and postgradu-
ate students taking modules in Marketing Strategy,
Marketing Management and Strategic Marketing
Management.
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PART 1

MARKETING
STRATEGY

The first part of this text is concerned with the role of marketing in strategy development
and lays the groundwork for analysing the two central issues of competitive positioning
and market choices.

Chapter 1 discusses marketing as a process of value creation and delivery to customers
that transcends traditional departmental boundaries. We examine the issue of market
orientation as a way of doing business that places the customer at the centre of opera-
tions, and aligns people, information and structures around the value-creation process.
We also recognise and explore the role of organisational resources in creating sustain-
able competitive advantage. The chapter concludes with a set of fundamental marketing
principles to guide the actions of organisations operating in competitive markets, and
identifying the role of marketing in leading and shaping strategic management.

Chapter 2 presents a framework for developing a marketing strategy that is adopted
throughout the text. A three-stage process is proposed. First, the establishment of
the core strategy. This involves defining the business purpose, assessing the alterna-
tives open to the organisation through an analysis of customers, competition and the
resources of the organisation, and deciding on the strategic focus that will be adopted.
Second is the creation of the competitive positioning for the company. This composes
the selection of the target market(s) (which dictates where the organisation will compete)
and the establishment of a competitive advantage (which clarifies how it will compete).
Third, implementation issues are discussed, such as the achievement of positioning
through the use of the marketing mix and organisation and control of the marketing effort.

The ideas and frameworks presented in Part 1 are used to structure the remainder of
the text, leading to a more detailed discussion of competitive market analysis in Part 2,
segmentation and positioning analysis in Part 3, the development of competitive posi-
tioning strategies in Part 4 and strategy implementation issues in Part 5.



CHAPTER 1

MARKET-LED STRATEGIC

MANAGEMENT

‘The purpose of marketing is to contribute to maximising shareholder value,
and marketing strategies must be evaluated in terms of how much value they

create for investors.’
Peter Doyle (2008)

Younger consumers drive shift to ethical products

By Alice Hancock in London

From free-range meat to vegan
haircare, demand for sustainable
goods is rising

In a busy north London supermarket the week-
end before Christmas, the meat aisle is a hub-
bub. Sarah Rymer, 32, picks her way through
a shelf of whole chickens. She chooses a free-
range bird. ‘T've definitely become more con-
scious of what I buy in the past few years,” she
says. ‘It can be confusing, but I think it’s worth
the money.” Ms Rymer is one of an increasing
number of shoppers driving the UK’s £81.3bn
market for ethical products and services.
According to not-for-profit consultancy Ethi-
cal Consumer, the sector has grown by more
than £40bn since 2008, with households spend-
ing an average of £1,263 on ethical goods last
year. The ethical food and drink market alone
was up 9.7 per cent, compared with 5.3 per cent growth
in 2015. Businesses are seeing the appeal. For Thanks-
giving this year Butterball, the US’s largest turkey pro-
ducer, launched its first organic range in response to
increasing consumer demand, while earlier in the year
UK sandwich chain Pret A Manger opened its second
and third all-vegetarian outlets. Ikea, which says that
it uses its sustainable credentials to set it apart from
other affordable homeware brands, intends to use only
recycled or FSC certified wood by 2020. Big consumer

With consumers showing increasing concern for animal welfare, demand
has risen for free-range poultry

Source: Jamie McDonald / Staff/Getty Images.

product groups are making concerted efforts, too.
French cosmetics company L’Oréal this month
unveiled its first vegan hair colour products, aimed
at boosting its flagging professional haircare division.
As part of a steady strategy of smaller acquisitions,
Unilever bought Sir Kensington, a maker of vegan
mayonnaise, and Pukka organic teas. Its sustainable
brands - those the company describes as ‘combin[ing]
a strong purpose delivering a social or environmental
benefit’ — grew 40 per cent faster than the rest of the
business in 2016, it says.



Younger consumers are fuelling this response.
YouGov data show that in the past year alone the
proportion of 18- to 24-year-olds turning to veg-
etarianism for environmental or welfare reasons
has increased from 9 to 19 per cent. And it is not
just in their consumer habits. ‘We know that mil-
lennials want to work for companies that take
this stuff seriously,” says Rob Harrison, direc-
tor of Ethical Consumer. ‘Lots of new start-ups
have an ethical mission and it translates across
into buying patterns.” He is speaking to me on
his Fairphone, marketed as ‘the world’s first ethi-
cal, modular smartphone’. Ben Gleisner is the
founder of one such ethically minded start-up. In
2009, while working as an economist in the New
Zealand treasury, he identified what he calls a
‘massive market failure’: businesses, unaware
that customers were interested in ethical prod-
ucts did not invest in them, resulting in a ‘huge
undersupply’. Conscious Consumers, the platform
he has set up, provides retailers with data about
customers’ ethical preferences. Shoppers sign up
online and link their credit or debit card to the
app. Whenever they spend money at businesses
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registered with Conscious Consumers, data
entered on their profile — from whether they would
prioritise buying organic to whether they are
interested in climate change or workers welfare —
is sent to the retailer. In 2015 Mr Gleisner and his
team ran New Zealand’s second-biggest crowdfund-
ing campaign and in autumn next year it plans to
launch in its first foreign market: the UK. Richard
Collier-Keywood, previously managing partner
of PwC UK, has come on board as a director. Mr
Gleisner says that 16- to 35-year-olds — Generations
Y and Z — are the strongest market. ‘Generation Z
is the most environmentally and socially “aware”
consumer market yet. Even more so than millenni-
als,” he says. The sticking point is cost. At higher-
end supermarket Waitrose, where Ms Rymer is
shopping, an Essential range chicken is £2.40 per kg
while a free-range bird is £6.25 per kg — more than
double the price. Josie Mallin, 27, who is shopping
for a Sunday joint in the more affordable Morrisons
supermarket nearby, chooses a standard chicken. ‘I
try to buy ethically but say a normal chicken is £4
and an organic chicken is £10, I'm going to buy the
normal one,” she says.

Source: from ‘Younger consumers drive shift to ethical products’, Financial Times, 23/12/17 (Hancock, A.).

Discussion questions

1 What issues is Conscious Consumers trying to address?

2 How is the company trying to address them?

Introduction

In the quote that begins this chapter, Professor Peter Doyle highlights that the primary over-

arching goal for chief executives of commercial companies is to maximise shareholder value.

However, is this at odds with the increasing awareness of, and attention to, environmental
and social responsibility issues? Surely firms seeking to maximise shareholder value will pay
scant regard to the natural and social environment in which they operate, taking what they
can, irrespective of the consequences, in order to make a quick buck? Isn’t this the essence

of market-based capitalism — red in tooth and claw?

Wrong! The essence of the shareholder value approach is the long-term sustainability
of the organisation through the creation of lasting value. Indeed, Doyle also argues that
shareholder value is often confused with maximising profits. Maximising profitability is
generally considered to be a short-term approach (and may result in eroding long-term
competitiveness through actions such as cost cutting and shedding assets, to produce quick
improvements in earnings). Maximising shareholder value, on the other hand, requires
long-term thinking, the identification of changing opportunities and investment in the
building of competitive advantage.
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CHAPTER 1 MARKET-LED STRATEGIC MANAGEMENT

The role of marketing in the modern organisation poses something of a paradox. As Doyle
(2008) again points out, few chief executives come from a marketing background, and many
leading organisations have no marketing directors on their boards. Indeed, in many firms, the
marketing function or department has had little or no strategic input, and instead is largely con-
cerned with public relations (PR), advertising or sales support roles. However, there has been a
noticeable change over the last decade or so regarding the importance of the marketing concept
in setting strategic direction and influencing the overall culture of firms. Indeed, marketing is
now routinely discussed, and embraced as being influential and important, in sectors that might
have previously considered its use as irrelevant — for example in not-for-profit enterprises, such
as charities and the arts, political parties and public sector organisations such as universities
and the police service.

Managers increasingly recognise that the route to achieving commercial or social
objectives lies in meeting the needs and expectations of their customers (goods or ser-
vices). The concept of the customer has always been strong in commercial businesses,
and as supply has outstripped demand in so many industries, so customer choice has
increased. Additionally, there has been a vast increase in information available to cus-
tomers through media sources such as the Internet, and as a result power in the supply
chain has shifted dramatically from manufacturer to retailer/supplier, to end customer.
In a rapidly changing and increasingly complex world, organisations that don’t have
customer satisfaction at the core of their strategic decision making will find it increas-
ingly hard to survive.

In the not-for-profit world, the concept of the ‘customer’ is taking more time to get
established but is no less central. Public sector organisations talk in terms of ‘clients’,
‘patients’, ‘students’, ‘passengers’ and the like. In reality, all are customers, in that they
receive some form of benefit through an exchange with an entity or service provider.
Where customers can make choices between service providers (within the public sector or
outside it), they choose providers who best serve their needs. Some private sector provid-
ers have successfully identified areas where customers have not been well served by the
public sector, and have provided new choices (in healthcare, education, security services
and transport, for example). Additionally, and conversely, where private service providers
have not delivered promised levels of service/service improvements, they have been ‘taken
back’ into public hands. For example, in 2019, Her Majesty’s Prison (HMP) Winson Green
in Birmingham (UK) was returned to public hands from the private provider (G4S) by the
Ministry of Justice following a series of high-profile issues, and a very poor report from
inspectors.

While organisational structures, operational methods and formal trappings of market-
ing can, and should, change to reflect new developments and market opportunities, the
philosophy and concept of marketing, as described in this chapter, are even more relevant
today than ever before.

This first chapter sets the scene by examining the marketing concept and market orienta-
tion as the foundations of strategic marketing, the role of marketing in addressing various
stakeholders in the organisation, and the developing resource-based marketing strategy
approach.

1.1 The marketing concept and market orientation

1.1.1 Evolving definitions of marketing

One of the earliest examples of codification and/or definition in the development of mar-
keting as a discipline was concerned with the marketing concept. Over 50 years ago, Felton
(1959) proposed that the marketing concept is:
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a corporate state of mind that exists on the integration and coordination of all the market-
ing functions which, in turn, are melded with all other corporate functions, for the basic
objective of producing long-range profits.

More recently, Kotler ef al. (1996) suggested that the defining characteristic of the market-
ing concept is that:

the marketing concept holds that achieving organisational goals depends on determin-
ing the needs and wants of target markets and delivering the desired satisfactions more
effectively and efficiently than competitors do.

At its simplest, the marketing concept holds that in increasingly dynamic and competitive
markets, the companies or organisations that are most likely to succeed are those that take
notice of customer expectations, wants and needs, and gear themselves to satisfying them
better than their competitors. It recognises that there is no reason why customers should
buy one organisation’s offerings unless they are in some way better at serving their wants
and needs than those offered by competing organisations.

As it probably should, the meaning and domain of marketing remains subject to evolu-
tion and discussion. To exemplify this, in 1985 the American Marketing Association (AMA)
reviewed more than 25 marketing definitions before arriving at their own (see Ferrell and
Lucas, 1987):

Marketing is the process of planning and executing the conception, pricing, planning and
distribution of ideas, goods and services to create exchanges that satisfy individual and
organisational objectives.

This has since evolved further, but very much embraces the broad ideas expressed in this
initial definition. The AMA’s current definition of marketing (from July 2013) is:

Marketing is the activity, set of institutions, and processes for creating, communicating,
delivering, and exchanging offerings that have value for customers, clients, partners, and
society at large.

Taken together, the definitions position marketing as embedded within an organisation,
and as something that has extensive impact outside the organisation. They also reinforce
the centrality of the marketing concept, value, process, mutually beneficial exchange and
customer relationships. These issues may, or may not, be managed by a marketing depart-
ment or function. These definitions lead to a model of ‘mutually beneficial exchanges’ as
an overview of the role of marketing, as shown in Figure 1.1.

Definitions of marketing are, of course, extremely useful. However, the reality of what
marketing means operationally, and in reality, is a far more difficult topic. Webster (1997)
points out that, of all the management functions, marketing has the most difficulty in defin-
ing its position in the organisation, because it is simultaneously culture, strategy and tactics.
He argues that marketing involves the following:

e Culture: marketing may be expressed as the ‘marketing concept’ — that is, a set of values
and beliefs embedded in employees that drives organisational decision making through
a fundamental commitment to serving customers’ needs, as the path to sustained
profitability.

e Strategy: as strategy, marketing seeks to develop effective responses to changing market
environments by defining market segments, and developing and positioning product
offerings for those target markets.

e Tactics: marketing as tactics is concerned with the day-to-day activities of product man-
agement, pricing, distribution and marketing communications such as advertising, per-
sonal selling, publicity and sales promotion.

The challenge of simultaneously building a customer (or market) orientation in an organ-
isation (culture), developing value propositions and competitive positioning (strategy) and
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developing detailed marketing action plans (tactics) is complex. It is perhaps unsurprising
that the organisational reality of marketing often falls short of the demands suggested
previously.

1.1.2 Market orientation

Marketing Science Institute (MSI) studies during the 1990s attempted to identify the specific
activities that translate the philosophy of marketing into reality, and hence achieve a market
orientation. In one of the most widely quoted research streams in modern marketing that
stemmed from the seminal, and still influential, Kohli and Jaworski (1990) study, market
orientation was defined in the following terms:

a market orientation entails (1) one or more departments engaging in activities geared
towards developing an understanding of customers’ current and future needs and the
factors affecting them, (2) sharing of this understanding across departments, and (3) the
various departments engaging in activities designed to meet select customer needs. In
other words, a market orientation refers to the organisation-wide generation, dissemina-
tion, and responsiveness to market intelligence.

This view of market orientation is concerned primarily with the development of what
may be called market understanding throughout an organisation, and poses a substantial
management challenge.

Another important contribution to this discussion, Narver and Slater (1990), defined
market orientation as:

the organisational culture . . . that most effectively and efficiently creates the necessary
behaviours for the creation of superior value for buyers and, thus, continuous superior
performance for the business.

From this work a number of components, and in essence the context of marketing, are
proposed (see Figure 1.2):

e customer orientation: understanding customers well enough to create superior value for
them;

e competitor orientation: awareness of the short-term and long-term capabilities of
competitors;

e interfunctional coordination: using all company resources, working together, to create
value for target customers;

e organisational culture: linking employee and managerial behaviour to customer
satisfaction;

e long-term creation of shareholder value: as the overriding business objective.
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To support these ideas, there is a significant and quite compelling amount of support for
the view that market orientation is associated with superior organisational performance —
that is, financial performance and non-financial performance such as employee commit-
ment and esprit de corps (Jaworski and Kohli, 1993; Slater and Narver, 1994; Cano et al.,
2004; Kumar et al., 2011).

However, it has also been suggested that there may be substantial barriers to achieving
market orientation (Harris, 1996, 1998; Piercy et al., 2002). The reality may be that execu-
tives face the problem of creating and driving marketing strategy in situations where the
company is simply not market orientated. This is probably at the heart of many strategy
implementation problems in marketing (see Chapter 16).

The ‘signs’ of market orientation can be summarised in the following terms, and under-
lines the links between them and our approach to marketing strategy and competitive
positioning;:

e Reaching marketing’s true potential may rely mostly on success in moving past mar-
keting activities (tactics) to marketing as a company-wide issue of real customer focus
(culture) and competitive positioning (strategy). The evidence supports suggestions that
marketing has generally been highly effective in tactics, but only marginally effective in
changing culture, and largely ineffective in the area of strategy (Day, 1992; Varadarajan,
1992; Webster, 1997; Varadarajan, 2012).

e One key is achieving understanding of the market and the customer throughout the
company, and building the capability for responsiveness to market changes. The real
customer focus and responsiveness of the company is the context in which marketing
strategy is built and implemented. Our approach to competitive market analysis in Part 2
provides many of the tools that can be used to enhance and share an understanding of
the customer marketplace throughout the company.

e Another issue is that the marketing process should be seen as interfunctional and cross-
disciplinary, and not simply the responsibility of the marketing department. This is
the real value of adopting the process perspective on marketing that is becoming more
widely adopted by large organisations (Hulbert ez al., 2003). We shall see in Part 4 on
competitive positioning strategies that superior service and value, and innovation to
build defensible competitive positions, rely on the coordinated efforts of many functions
and people within the organisation. Cross-functional relationships are also an important
emphasis in Part 3.

e It is also clear that a deep understanding of the competition in the market from the
customer’s perspective is critical. Viewing the product or service from a customer’s





