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I- COMPANY STRATEGY - GENERAL PROBLEMS

K a rl A lew e ll*

STRATEGIC THINKING IN MARKETING

1. In tro d u ctio n

To p ra c t is e  m arketing obvious ly  means to be market-minded. 

But i t  should mean at the same time to be future-minded. There­

fo re , the m arketing concept consequently has fo ste red  s t r a te g ic  

th in k in g . In  Western Europe and the USA as w e ll as in  most wes­

te rn  co u n tr ie s  d iscuss ion s  about marketing s tra te g ie s  are popular 

or even fash io n ab le . The amount of work and b r i l l i a n t  ideas ne­

ve rth e le s s  have not so lved  up to now the problem of s tra te g y  f i n ­

ding.

In  the. fo llo w in g  remarks I  w i l l  t r y  to po in t out the b as ic  

ideas of marketing s tra te g y  in  our economic system. The concepts 

of shaping marketing s tra te g ie s  in c lud e  a l l  p a rts  of m arketing; 

but s ince  choosing and b u ild in g  up m arketing channels is  one of 

the b as ic  s t r a te g ic  d ec is io n s  of a company these concepts in c lude  

channel s tra te g y  f in d in g . In  the second p a rt I w i l l  g ive  some ex­

amples of a n a ly t ip  approaches to m arketing s tra te g ie s  in  order to 

c h a ra c te r is e  the type of technology used and the mental s tru c tu re  

th is  technology is  based on. Some c r i t i c a l  remarks w i l l  fo llo w .

2. Ma rk e tin g  Concept and Marke ting  S tra te g ie s

2.1 Development of the M arketing Concept

Very strong a c t i v i t y  is  c h a r a c te r is t ic  fo r the m arketing of 

companies in  western economies e s p e c ia lly  i f  they do not s e l l  only
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on the domestic but a lso  on fo re ig n  markets. M arketing is  under­

stood as an a c t i v i t y  of adapticg  to the market but a lso  of in f lu ­

encing or even c rea t in g  a market. The development of the marke­

t in g  concept is  marked in  a 3-stage-model as fo llo w s:

In  a production o r ie n ta te d  stage of marketing the production 

process and i t s  o rg an isa tio n  have been the main problem of a com­

pany. Once th is  problem had been .so lved , there  were no re a l sa ­

le s  d i f f i c u l t i e s .  The m arketing sec to r had to submit to the produ­

c t io n  s e c to r . So to speak the salesmen had to s e l l  what was pro­

duced, which in  times of shortage d id n 't  form a problem. In  fa c t  

there  were no re a l m arketing problems. Today one may f in d  th is  

s itu a t io n  in  branches w ith  new techno log ies or in  developing coun­

t r ie s ,  but on the developed western markets i t  is  ra th e r  seldom 

found.

The adapting-to-the-m arket stage is  based on the assumption 

th a t the production  is  adapted to the demands of market and i t s  

p ro sp ec tive  development. By market research  one t r ie s  to in v e s t i ­

gate the market s itu a t io n  and i t s  fu tu re  development. The produ­

c t io n  processes and programs are adapted to the markets and at the 

same time communication w ith  customers is  b u ild  up by a d v e rt is in g  

and sa le s  promotion as w e ll as a c t iv e  s e l l in g .  This concept is  

s t i l l  predominant today in  many branches. N eve rth e less : again and 

again  i t  becomes obvious th a t te ch n ic ia n s  and s c ie n t is t s  th ink  in  

terms of production and are  not yet prepared to th ink  in  terms of 

the dominance of m arkets.

In  the m arket-creating  stage i t  is  presumed th a t markets-es- 

p e c ia l ly  fo r  new products - do not e x is t  a t the beg inn ing , but 

have to be crea ted  by in fo rm ation  campaigns (e s p e c ia l ly  a d v e r t i ­

s in g ) .  Th is ap p lie s  above a l l  to new, so fa r  unknown goods in  

the consumers’ m arkets, but a lso  in  new technology in d u s t r ia l  mar­

k e ts . This s itu a t io n  can be found w ith  luxury goods but a lso  w ith  

b as ic  needs, e .g . new drugs, which may be im portant fo r  h e a lth .

Chemical f ib re s  and new t e x t i le s  belonged fo r some time to this 

ca teg o ry . The fu r th e r  development of the economies, but a lso  the 

a p p lic a t io n  of new techno log ies  is  o ften  dependent on the market 

c re a t in g  a b i l i t y  p a r a l le l  to the te c h n ic a l development of new 

p roducts.



2.2 S t r a te g ic  Thin king in  Marketing

In  a dynamic m arketing in  market economies adapting to the 

market and c rea t in g  new markets w i l l  a lso  always be fu tu re  o r i ­

en ta ted . Due to the necessary investm ents in  te ch n ic a l equipment, 

but a lso  in  the estab lishm ent of m arketing channels, long term 

th in k in g  w i l l  be in d isp en sab le . Marketing s tra te g ie s  which are 

ad justed  to e x p lo it  expected demand and c rea te  a d d it io n a l demand 

and to meet the com petition  are necessary . S t r a te g ic  th in k in g  is  

a lso  a consequence of the freedom of economic a c t io n , whiŕh e x is ts
r

in  market economies at le a s t  p a r t ly ;  th is  freedom at the same time 

ex e rts  a pressure to use th is  freedom in  order to be able to com- 

pete w ith  o ther firm s in  the long run. In d iv id u a l a c t io n  is  possi­

b le  - but i t  is  a lso  necessary fo r s u r v iv a l .

S t r a te g ic  th in k in g  can be described  by the fo llo w in g  p o in ts :

Shaping a s tra te g y  means to th ink  about the near and fa r  fu ­

tu re , tha t is  to say to th ink  not only of tomorrow but of the days 

a f t e r  tomorrow. The fu tu re  is  not sim ply understood as a c e r ta in  

date to come, fo r  in stance  the year 2000, but as a path lead ing  

from the present in to  the fu tu re . As a ru le  - th a t is  e s p e c ia lly  

true  fo r in d u s t r ia l  goods - the period  of observa tion  is  theore ­

t i c a l l y  u n lim ited  ("open e n d ").

The th ink ing  is  centered  on development p rocesses, not on s itu ­

a t io n s . In  the more sim ple form, th e re fo re , fo r  in stance  the 

growth of the market is  observed, in  a s l ig h t ly  more com plicated 

form, the changes in  the growth ra te , and f in a l l y  there may be 

looked a t r e la t iv e  changes, fo r in stance  the company's planned or 

expected growth compared w ith  the co m p e tito r 's  growth.

S t r a te g ic  th ink ing  has to be o r ie n ta te d  to complex s tru c tu re s . 

There fo re , i t  is  not r e s t r ic t e d  to the m arketing department but 

i t  should be used a lso  in  any o ther sec to r  of the firm .

Concerning the products the p lann ing , w i l l  not on ly in c lude 

e x is t in g  products and p o ss ib le  v a r ia n ts  or s im ila r  p roducts. Com­

p le te ly  new f ie ld s  of a c t i v i t y  perm anently have to be included  into 

the p lann ing . This so c a l le d  d iv e r s i f ic a t io p  makes i t  necessary 

fo r  a company to en te r in to  com plete ly  new f ie ld s ,  i . e .  new areas 

and new tech no log ies . More o ften  on b eha lf of the adjustment to 

complex s tru c tu re s  not on ly the market i t s e l f  is  taken in to  co n s i­

d e ra t io n , but a lso  the "non market environm ent" - which s tro n g ly



in flu e n ce s  the market in  the presence and s t i l l  more i t s  develop­

ment. Thus, marketing means not only th in k in g  in  market catego­

r ie s  (demand and com petition ) but a lso  in  ca teg o rie s  of the socio- 

- c u ltu ra l environm ent, the p o l i t i c a l  and le g a l environm ent, the 

economic environm ent, the tech n o lo g ica l and the n a tu ra l env iron ­

ment (see  F ig .  1 ).
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F ig . 1. A n a ly s is  and fo re ca s t of the environment

S tr a te g ic  th in k in g  in  m arketing is  in c re a s in g ly  determined by 

the o r ie n ta t io n  to r is k s  and chances. W hile fo r the observa tion  of 

the past and the near fg tu re  a company may r e ly  on r e la t iv e ly  

exact r a t io s  ( in  terms of tu rno ver, p r o f i t ,  lo s s , r e n ta b i l i t y  

e t c . )  fo r the s t r a te g ic  observa tion  of the fu tu re  i t  has to in ­

troduce other methods in  order to a n a liz ę  r is k s  and chances and 

i f  p o ss ib le  to make thorn ev id en t and eva lua te  them by e va lu a tio n



models ( r i s k  spectrum, chance spectrum ). The fu r th e r  a firm  looks 

in to  the fu tu re , the le s s  i t  can r e ly  on one s p e c i f ic  s tra te g y , 

the more i t  has to d ra f t  a v a r ie ty  of a lte rn a t iv e s  to meet unex­

pected s itu a t io n s .  In  cases of extreme u n ce rta in ty  a company may 

even have to go on w ithout concrete  schemes of a c tio n  and concen­

t r a t e  on p rov id in g  p o te n t ia ls  fo r read iness and rea c t io n  schemes 

fo r p o ss ib le  fu tu re  even ts .

According to the degree of u n ce rta in ty  in  a s tra te g y  u su a lly  

i t  is  o f on use to form ulate goals in  terms of p r o f i t ,  lo ss  or 

cash. The company has to use more and more q u a lify in g  d e sc r ip ­

tio n s  of fu tu re  s ta te  of a f f a i r s  in stead  of q u a n t ita t iv e  goa ls , 

thus tak ing  marketing th in k in g  away from q u a n t if ic a t io n ,  which s t i l l  

la  in te n s if ie d  today.

2 .3 . Contents of Marketing S tra te g ie s

The contents of a s tra te g y  may be d iv id ed  in to  th ree  p a rts  

(see  F ig . 2 ). F i r e t  of a l l  the fu tu re  f ie ld s  of a c t i v i t y  and the 

p o s it io n s  to be taken in  these f ie ld s  are describ ed . So the ques­

t io n  is  which products the company should o f fe r  in  fu tu re , which 

so lu tio n s  should be ap p lied  to problems a r is in g  w ith  custom ers. 

Ju s t  as open and subm itted to the s t r a te g ic a l  o b je c t iv e  are the 

market segments, but a lso  the customers groups, fo r  whom some­

th ing  is  to be o ffe re d . The question  is :  "what fo r whom"? There is  

a connection to the market p o s it io n  d esired  in  the market. Should 

the company t ry  to achieve the lead ing  market p o s it io n ?  Should a po­

s i t io n  as a p ioneer be taken on new m arkets? Or should the com­

pany t ry  to fo llo w  dependence s t ra te g ie s  (w ith  some lim ite d  inde-* 

pendence), which leave  the glamour, but a lso  sometimes high in ­

tro d u ctio n  costs  to the market le a d e r , w h ile  the company occu­

p ie s  so -ca lled  market n iches l iv in g  there  w ith  s u f f ic ie n t  p r o f i t .

In  longterm s tra te g ie s  only the b as ic  s tru c tu re  of the marke­

t in g  - action-m ix (ad ve rtisem en t, d is t r ib u t io n  s e l l in g )  is  d e te r ­

mined but of course w ithout any d e t a i ls .  Only the b as ic  s tru c tu re  

is  f ix e d , e .g . " in te n s iv e  advertisem ent fo r branded goods" or 

"s tro n g ly  emphasizing the a p p lic a t io n  of te c h n ic a l s e rv ic e s "  w ith  

new s p e c ia l products to be in troduced , which are p la y in g  an impor­

tan t ro le  in  the production  process of the customers (e .g .  manufa­

c tu r in g  t e x t i le s  through o f fe r in g  d ye s ).



Future s itu a t io n s

Future f ie ld s  of a c t io n :

1.1. Products (problem so lv in g s  to be o ffe-
X  re d ):

- types and volumes of s e rv ic e s  to be 
rendered,

- breadth and depth of the assortment 
of products.

1 .2. Segments of demand:
- types and vdlumes of segments,
- segmentation and d if f e r e n t ia t io n .  

Fu ture p o s it io n s  in  the f ie ld s  of a c t io n ;
2 .1 . Preponderance (market le ad e rsh ip , p io ­

neer, b e n e f ic ia ry  of market n ic h e s ).
2 .2 . Independence' (autonomy, coopera tion , 

dependence).

Fu tu re  b as ic  s tru c tu re  of the marketing- 
-actionm ix:
3.1 . Accentuation  of s p e c ia l f ie ld s  of ac ­

t io n
3.2 . D e fin ing  b as ic  p r in c ip le s  fo r some or 

a l l  f ie ld s  of a c t io n s .

Fu tu re  p o te n t ia l and s tru c tu re  of the mar­
ke ting  resou rces;
4 .1 . Fu tu re  p o te n t ia l of s p e c ia l resources:

- know-how,
- human resou rces,
- p lan t and m a te r ia l resources,
- m arketing channels,
- f in a n c ia l resou rces,

4.2.- Fu tu re  coo rd ina tion  and s tru c tu re  of 
resou rces:
- o rg a n isa tio n ,
- p lann ing ,
- c o n t ro l l in g .

F ig .2. Contents of marketing s tra te g ie s

Another im portant element in  the m arketing-3trategy is  the so- 

- ca lle d  "p lann ing  of p o te n t ia ls ” , which determ ines which marke­

t in g  resources should be supp lied  in  fu tu re . The company has to 

consider the know-how and the presonal s t a f f  in  a l l  i t s  d if fe re n t  

q u a l i t ie s .  Apart from that of course a lso  the fa c tu a l resources 

and f in an ce . One of the most im portant s t r a te g ic  d ec is ion s  is  

the s e le c t io n  (o r  b u ild in g  up) of m arketing channels.

An im portant element in every s tra te g y  is  the fu tu re  organi-
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sa tio n . Should fo r Instance  the sa le s  sec tio n  be organised 

r e g io n a lly ?  Should a company t ry  to b u ild  up an o rg an isa tio n  which 

is  d iv id ed  in to  customer s p e c ia lis e d  departments w ith  s p e c ia l is t s  

fo r  c e r ta in  branches or groups of custom ers? S im ila r  questions 

of s t r a te g ic  re levance  a r is e  w ith  respect to the p lanning and 

c o n tro ll in g  system. To sum up the contents of the f i r s t  p art of 

th is  le c tu re ,  two po in ts  should be s tressed :

- the modern concept of s t r a te g ic  marketing in  a market economy 

is  based on in fo rm ation  needs concerning not on ly the ac tu a l marke­

ts  but as w e ll the non market-environment as the fu tu re  develop ­

ments;

- m arketing s tra te g ie s  t ry  not only to adapt a company to the 

market demands of the fu tu re  but a lso  to in flu e n ce  or even shape 

the market s tru c tu re  and the fu tu re  developments.

To r e a liz e  these goals - which are im portant in  a l l  developed 

co u n tr ie s  ( in  market as w e ll as in  planned economies) methods of 

a n a ly s is  are p ra c t is e d , which s h a ll be presented in  the second 

p a r t .  Of course i t  is  necessary to r e s t r ic t  the d iscuss ion  to some 

examples in  order to make understandable the b as ic  concept and way 

of th in k in g .

3. Instrum ents of S t r a te g ic  A n a lys is  

(Exainjplesj

Marketing s tra te g ie s  req u ire  con s id e rab le  e f fo r t s  to c o l le c t  

in fo rm ation  about today and fu tu re , at the same time a lo t  of 

im ag ination  about th ings which at the moment are n e ith e r present 

nor reco g n isab le , but which might be created  by own or evoked by 

o ther a c t i v i t i e s  and in flu en ce  the re le va n t environm ent. In  a 

market economy these c re a t iv e  a c t i v i t i e s  are u su a lly  c a r r ie d  out 

by s ta f f s  of the e n te rp r ise  which u n fo rtu n a te ly  very o ften  lose 

con tac t w ith  the ac tu a l business and have considerab le  d i f f ic u l t ie s  

in  making these ideas and concepts understood by those who manage 

the business.

In  order to ana lyse  the s t r a te g ic  s itu a t io n s  as to competition 

and demand va rious  instrum ents of a n a ly s is  have been developed, 

which t ry  to e va lu a te  a lt e r n a t iv e  s tra te g y  concepts. They are pre­

sented here not only fo r th e ir  s p e c ia l technology but to g ive  

some examples of the impact of s t r a te g ic  ideas on m arketing con-



cepts in  our economic system. In  former times most of these re ­

search methods were concentrated on demand, i . e .  consumer research . 

Nowadays the com petitors are the main goal of market a n a ly s is .

In  order to demonstrate the s itu a t io n  of com petition  I have 

chosen three d if fe re n t  examples of observa tion :

F igu re  3 shows the com petitive  c o n s te lla t io n  between 4 d iv e r s i ­

f ie d  com petito rs . Company II o f fe rs  seven d if fe re n t  groups of pro­

ducts in  three reg iona l markets. This type of d iv e r s i f ic a t io n  is  

t y p ic a l e .g . fo r the e le c t ro n ic a l and chemical in d u s tr ie s . I f  you 

compare the com petition  of such e n te rp r ise s  world wide i t  i s  of 

in te re s t  to ana lyse  the advantages and d isadvantages of s p e c ia l i ­

ses companies (A fo r one product, В fo r one reg ion ) versus d iv e r ­

s i f ie d  companies (U fo r some reg ions and a l l  products, С fo r four 

products in  two re g io n s ); co n cen tra tion  causes advantages of spe­

c ia l is a t io n  but a lso  cum ulation of r is k .  D iv e r s i f ic a t io n  g ives  po­

s s i b i l i t i e s  of compensatory c a lc u la t io n  and p r ic e  und ercu ttin g . To 

understand the com p etitive  c o n s te lla t io n  in  a l l  segments may be a 

d e c is iv e  fa c to r  in  making a d ec is io n  concerning one segment.

F ig u re  4 ( ta b le  and diagram) emphasizes two other c r i t e r i a ,  

which a re  very popular at the moment. The turnover of the four 

companies is  the b as is  fo r measuring the growth-rate from the 

f i r s t  to the second year /G_/. The streng th  of the com petitors is  

measaured by the r a t io

t urnover of the company_________   ̂ _
turnover of the b iggest co m p e tito r'

I f  th is  " r e la t i v e  market share" (RMS) surmounts 1, the com­

pany is  the market le ad er. G ene ra lly  speaking the RMS is  a measure 

of the p resent s tre n g th , w h ile  the growth is  an in d ic a to r  of fu tu ­

re p o s it io n s . In  the example, A is  market le ad e r, but h is  growth 

is  sm aller than the average and the growth ra te  of U and B , who 

are not the strongest now, but do have good p rospects . So, the dia­

gram shows the present c o n s te lla t io n  and makes i t  p o ss ib le  to draw 

conclu sions about the fu tu re  development. But e ve ry th in g  is  ba­

sed on two r a t io s :  r e la t iv e  market share today and market growth.

F ig u re  5 compares three competing products by means of q u a l i ­

t a t iv e  c r i t e r i a .  The dots fo r the 3 products are marked in  a 

"rank ing  s c a le "  from very good to not s u f f ic ie n t .  The p o in ts  are 

connected by a l in e ,  ju s t  fo r o p t ic a l reasons. The product of the 

company in  th is  example has to compete w ith  a high q u a l ity  product 

(which is  ra ther expensive ) and a low q u a lity  product. Such p ro fi-
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F ig . 3 Com petitive c o n s te lla t io n  
(s p e c ia lis e d  d iv e r s i f ie d  com petitions)

U = company re te rreu  ю  lo it e r in g  7 products in  some m arkets) 
A = com petitor o ffe r in g  one product in  a l l  the 6 markets 
В = com petitor o ffe r in g  a l l  products in one market 
С » com petitor o f fe r in g  four products in  two markets

F i r s t  year- 
turnover RMS

Second year 
turnover RMS

Turnover 
growth-rate (Gc )

Company U 80 0.62 112 • 0.75 4 OX
Competi tor A 130 1.63 150 1 .34 15X
Competi tor B 60 0.46 102 0.6B '7 OX
Com petitor С 50 0. 38 56 0.37 12X
Total
market 320 -- 420 — 31X

(annual 
growth of 
the turnover 
of each company)

0 growth/of 
market (31X)

RMS
(re la tiv /m a -  
rke t share ) 
in  the second 
year

F ig . 4. Com petitive  s itu a t io n  
(measured by growth and r e la t iv e  market share )
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le s  g ive  a summary of numerous separate  statem ents concerning the 

r e la t iv e  q u a l i t a t iv e  s itu a t io n  o f the p roducts. The diagram g ives 

an idea about the competive s itu a t io n  and makes i t  e a s ie r  to th ink

very good / good / fa ir  /sufficient/noł sufficient

pricing

-level
-d ifferentiation

-flexibility 

-reductions

- f ir-ancmg

•.............•»••••  o w n  p r o d u c t

— —  expensive ,high priced competitor's 

product of nigh quality 

_ _ _ _ _  cheap product of a competitor

quality of the product

- basic technological quality

- environm ent compatibility 

- law  compatibility

- d ifferentiation of products

- additional products________

pachmq

- functionality 
-additional contribution
- size
- com m unication

f ig .  5. P r o f i le s  of com petiting  products



s t r a t e g ic a l ly  in  s e ve ra l dimensions at the same tim e. In  the same 

way d if fe re n t  marketing channels may be eva luated  by q u a l i ta t iv e  

c r i t e r i a .

The cost experience l in e  in  a l in e a r  s ca le  (F ig .  6) makes use 

of a p r in c ip le  derived  from le a rn in g  by experience: cost w i l l  de­

c l in e  w ith  doubling of the accumulated production  by 20=30%*. The 

consequence fo r marketing s tra te g y : a company which en te rs  the 

market e a r ly  as a p ioneer w i l l  ob ta in  high turnover and f in d  i t s e l f  

in  a r e la t iv e ly  favourab le  cost s itu a t io n ,  w h ile  e n te rp r ise s  which 

en te r the market la t e r  have to s ta r t  of w ith  a high cost le v e l 

and can reduce th e ir  co s ts  per u n it  by le a rn in g  processes only 

s lo w ly .

This l in e  which, however, is  b u i l t  on se ve ra l p recond itions  

not to be d iscussed  here . N eve rth e less , in  the la s t  decade th is  

has been a b as ic  idea in  shaping s t r a te g ic  d e c is io n s .

F ig u re  7 shows p o s ib le  f in a n c ia l consequences. According to the 

b as ic  idea of the e a r ly  s t a r t  of production  the p ioneer has a cost 

advantage compared to la t e r  coming com petito rs ; he can e ith e r  pass 

th is  cost advantage on as a p r ic e  redu ction  and thus strengthen  

h is  p o s it io n , or he c o l le c t s  the cost undercu ttings w ithout re-

unit cost (D M )

1*

£03» decline 

30%  decline

í i 1 } ..■4-— ....I } 1 • i--— output
11 4 6 I  M) 42 «  46 «  (cum ulated)

F ig . 6. Cost experience l in e



Comparison of Ъ a lte rn a tive  developm ent«:

permanent decline forly reduction ot lo tt reduction of

of A's market share A's m arket share A '* m arket share

F ig . 7. Growth - cost reduction  - p o te n t ia l of p r o f i t  
(growth of market 1QX p .a . ,  d e c lin e  of costs  25* i f  cumulated

turnover has doubled)



ducing p r ic e s  as p r o f i t  or cash-surp lus thus having an investment 

p o te n t ia l which g ives him an advantage over h is  com petito rs. F i ­

gure 7 g ives  a survey of the consequences of three a lt e rn a t iv e  mar­

ket developments. The e a r ly  en te rin g  of market or conquering mar­

ket shares ensures tu rnover, cost advantages and thus p r o f i t s .  This 

concept together w ith  the fo llo w in g  ideas seems to be a b as ic  

dogma of North American companies, dominating the d iscuss ion s  of 

marketing s tra te g y .

Using th is  concept as b a s is , in  the well-known Boston-M atrix 

(p o r t fo l io )  (F ig .  8 ) ,  co n s is t in g  of the axes market growth and re ­

la t i v e  market share , i t  i s  t r ie d  to po in t out the s itu a t io n  of a 

company o ffe r in g  a lo t  of d if fe re n t  product groups, each of which 

may be in  a q u ite  d if fe r e n t  market s itu a t io n .

This type of diagram helps to g ive  a survey of a l l  the p ro ­

duct groups, the so -ca lled  p o r t fo l io  of a company. The s itu a t io n  

of d if fe r e n t  product дгоирз, which are p os itioned  • accord ing to 

th e ir  market s itu a t io n  is  in te rp re te d  as fo llo w s . In  the ra p id ly  

growing markets w ith  a r e la t iv e ly  high market share (B )  a r e l a t i ­

v e ly  high investm ent ( l e f t  column) is  necessary to fo llo w  the 

market which, however, is  balanced by a r e la t iv e ly  high cash flow , 

because of the strong market p o s it io n . Products in  a market w ith

F ig . 8. M atrix  of ( r e l a t i v e )  market share and market growth
( p o r t f o l io ) .

S o u r c e :  H. H. H i n t e r h u b e  r ,  S tra te g is cn e  
ternehmensfiihrung, Berlin-New  York 1904, p. 118.

un-



rap id/strong  w j-xet growth, but a low market - share ( к )  w i l l  su­

f f e r  there  a c a s h - d e f ic it ,  betause of the necessary h igh in v e s t ­

ments w ithout s u f f ic ie n t  cash. In  a s low ly  growing market (w ith  

l i t t l e  n ecess ity  to in v e s t )  a strong market p o s it io n  (0 )  w i l l  pro­

v ide  -cash-surpluses, because the cash-in takes are h igher than 

ttie necessary investm ents ("ca sh  cow s"). A weak- market p o s it io n  

and slow market growth (C ) w i l l  u su a lly  lead to d is investm ent and 

le a rn in g  the market.
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F ig .  9. Turnover growth ra te  and r e la t iv e  market shares 
of 3 trad in g  companies in  4 channels (example)

channels companies 
M - m ail order house I  
С - chain  s to res  I I
0 - d iscou n te r ‘ I I I
OS - department S to re



This diagram is  understood as a p o r t fo l io ,  in to  which the d i ­

f fe re n t  products are lo ca ted  accord ing to th e ir  f in a n c ia l stand ing . 

This e va lu a tio n  of the production program is  the b as ic  of conclu ­

s ions and various p re s c r ip t io n s , e .g . tha t there  always 3 hould 

be products w ith  cash-surp luses (0 ) 30  that o ther products, which 

are newcomers to the market and need investment (A ),  are su b s i­

dized and lead to th e ir  own.

A main s t r a te g ic  d ec is io n  in  the marketing of consumer good3 

is  the s e le c t io n  of m arketing channels which promise to be a suc­

c e s s fu l gate to the consumer markets. F igu re  9 o u t lin e s  a s i tu a ­

t io n , which may be t y p ic a l :  3 trad in g  companies or groups ( I ,  I I ,  

I I I )  run d if fe re n t  types of r e t a i l  o u t le ts  аз i t  is  more and more 

usual in  the system of consumer goods trad e : m ail order houses 

(M ), chain  s to res  (C ) ,  d iscounters (D ), department s to res  (O S ). 

The tab le  shows the tu rnover fo r 3 p e rio d s , the ra te  of growth 

(G ) and the r e la t iv e  market shares.

Chonn«! t 
growth >10%

4.

Ch Jiini: 1 S tr .itt 'ji i ps fim lin rj

second '
year avernqe 

44% ihird growth 
year

0%
У  M

f?M5

F ig . 10.Com petition between d if fe r e n t  channels 
( in te r- ch a n n e l com p etitio n )



f i  (jure 10 o u tlin e s  the com petitive  s itu a t io n  between the four 

types of channels ( in ter-chanriel com p e titio n ): M is  loosing  the 

le ad ersh ip ; only С has a growth ra te  above the average. D, OS and M 

are d e c lin in g  in channel growth h s  w e ll as in r e la t iv e  market share 

F igu re  11 shows ttte com petition  between the throe companies between 

the three companies ( in t e r  company co m p e titio n ). *1 s t i l l  defends 

the le ad ersh ip , but i t s  growth ra te  is  not only le s s  than tho ave­

rage, but a lready n eg a tive ; I I  has in creas ing  growth ra te  (more 

than average) and an in creas ing  r e la t iv e  market share. The growth 

of I I I  is  becoming n eg a tive , n eve rth e less  the r e la t iv e  market share 

was improved a l i t t l e  b i t .  «

F ig u re  12 g ives  a survey of the com petition  of the three com­

panies in  three channels ( in t r a  channel co m p e titio n ). The diagram 

shows that I  is  lo s in g  growth ra te  and r e la t iv e  market share in  

a l l  f ie ld s .  I I  is  su ccessfu l in  f ie ld  i  and OS by both c r i t e r i a ,  

w h ile  a lready  lo s in g  growth ra te  in  M.

F ig rue  13 g ives  to r each of the companies the p o r t fo l io  and 

i t s  s tru c tu re ^ . I  has a strong p o s it io n  in  the channel M, even 

a f te r  lo s in g  r e la t iv e  market share , but there  seems to be no more 

growth p o te n t ia l .  Moreover i t  is  lo s in g  RMS in  the other channels

 ̂ These questions are d iscussed  by: G. D r e x e 1, S t r a t e ­
g ische Planung im E in z e lh a n d e l, "D ie  Unternehmung" 19(33, H. 3, p. 

1 Б 2 - 2 0 2 .
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H g .  12. Com petition in  the channels of companies 
( in t r a  channel com petition )

(which have a h igher growth r a t e ) .  I I  is  s trengthen ing  i t s  p o s i­

t io n  in  a l l  channels, most of a l l  in  С which has the h ighest 

growth ra te . I l l  is  in  a weak p o s it io n  in a l l  channels and lo s in g  

market share , most of a l l  in  the f lo u r is h in g  channels С and OS.

This s t r a te g ic  a n n a ly s is  is  of in te re s t  not on ly fo r the t r a ­

ding companies them selves but fo r a l l  producers who are using 

trad in g  companies as m arketing channels.

b. Some C r i t i c a l  Remarks
\ ..

The co n s id e ra tio n s  in  F ig . 9-13 are based on two r a t io s :  the 

growth ra te  and the r e la t iv e  market shares. These two q u a n tita t iv e  

c r i t e r i a  are very one sided i f  considered as a c r i t e r io n  of the 

market s itu a t io n .  This fa c t  is  l i v e l y  c r i t i c iz e d  as in  a sp ec ia l 

sense narrow-minded. Thus i t  has e s p e c ia lly  been s ta ted  that the 

strong market share cannot t>e a c r i t e r io n  fo r the p r o f i t ,  as the 

r e la t iv e  market p o s it io n  in  comparison to the com petito rs is  by 

no means expressed only by th is  r a t io ,  but by many o ther c r i t e r i a  

which have p a r t ly  been c o lle c te d  in  F ig . 14. Ihe one-dimensional- 

q u an tify in g  index of r e la t iv e  market shares is  rep laced  here by 

a v a r ie ty  of q u a lify in g  statem ents, such as s iz e  and f in a n c ia l 

stand ing  of the e n te rp r is e , advantages in  the production  sec to r ,

Channel growth 
(comp)

им

\
IDS •

HIM

in С
1112.

IC

..-w®
ims
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F ig .  13. Channel p o r t fo l io  of the companies

advantages in  the energy and raw m a te r ia l p ro v is io n s  - a problem 

of e x trao rd in a ry  importance - advantages in  research  and develop ­

ment p o te n t ia ls  and e s p e c ia lly  the q u a l i f ic a t io n  of the manage- 

ment. W ith th is  widened co n s id e ra tio n  of e r e la t iv e  p o s it io n  of 

an e n te rp r ise  in  r e la t io n  to i t s  com petito rs , H in te rhuber^ , whose 

abbrev ia ted  s p e c if ic a t io n  th is  i s ,  t r ie s  to exp la in  th a t w ith  stra­

te g ic  ( th a t  means logterm  o r ie n ta te d ) co n s id e ra tio n s  the r e la t iv e  

! market share can only be one in d ic a to r  out of many, and tha t more­

over the q u a lify in g  e va lu a t io n  is  more ap p ro p ria te , co n tra ry  

to the way of con s id e ra tion s  taken over from the USA. The adhe­

rence to market growth should be c r i t i c iz e d  in  (the same manner.

Rap id ly  growing markets are by no means always p ro f ita b le .  On 

the other hand: There may be s tagnating  m arkets, the p r o f i t  quota 

of which is  a lo t  h igher than that of ra p id ly  growing and h o tly

contested  market. Here a lso  not only the growth is  apt to measure
i '■ 1 -i i. >

5 H i n t e r h u b e r ,  op. c i t .

m ar hcf



(1 ) ( r e l a t i v e )  p o s it io n  in  m arkets, e .g .

- market share

- s iz e  and f in a n c ia l  s treng th

- ra te  of growth

- re tu rn  (c o n tr ib u t io n , p r o f i t  r a te ,  c a p it a l  tu rn-over)

- r is k

- market p o te n t ia l

(2 ) ( r e l a t i v e )  p o te n t ia l of producing

(A )

- cost advantages of com petitors

- innovatory a b i l i t y  and te ch n ic a l know-how

- lic e n c e  buying or s e l l in g

(B)

- a b i l i t y  to meet the requirem ents of e x is t in g  market shares

- advantages of lo c a tio n

- a b i l i t y  to in c rease  p ro d u c t iv ity

- a b i l i t y  to meet the requirem ents of environment p ro te ­

c t io n

- s e rv ic e s  to customers

(C )

- present and fu tu re  supply w ith  energy and raw m a te r ia ls

- costs  of energy and raw m a te r ia ls

(3 ) ( r e l a t i v e )  p o te n t ia l of research  and development

- p o te n t ia l of innovation

- c o n t in u ity  of innovation

(4 ) ( r e l a t i v e )  q u a l i f ic a t io n  of s t a f f ,  esp. management

- q u a lity  of in fo rm ation  system , o rg a n isa t io n , p lanning 

 system________________  -4. ..________ ,v '

F ig . 14. Dimensions of r e la t iv e  s tre n g th 's  in  com petition  

S o u r С e: As on F ig .  8 (p . 105).

the market a t t r a c t iv e n e s s  but a s e r ie s  of o ther c r i t e r i a ,  the so- 

- ca lle d  market q u a l ity  and other c r i t e r i a  mentioned in  F ig .  15.

The po in t is  th a t the merely q u an tify in g  e va lu a t io n  in  p r o f i t  

and growth ra te s  is  not s u f f ic ie n t ,  to ex p la in  the v a r ie t y  of in ­

flu en c in g  fa c to rs . This c r i t i c a l  op in ion  towards the s t r a te g ic  

th in k in g  in  terms of market growth and r e la t iv e  market share ra te s  

from my po in t of view is  not co n trad ic ted  by the fa c t  th a t an 

American study has exp la ined  a high c o r re la t io n  between market



.iľ ťwth and r e la t iv e  market share on the one hand and the p r o f i t a ­

b i l i t y  o'  dn e n te rp r ise  on t h f  o th er. For the punctual con s id e ra ­

t io n , which is  re la te d  to the p resen t, пел fu tu re  and near past 

th is  may orobably be tru e , but in  s t r a te g ic a l co n s id e ra tio n s  othor

(1 ) volume and growth of markets

(2 ) q u a lity  of markets

- re tu rn  (c o n tr ib u t io n , p r o f i t  r a te ,  c a p it a l  tu rn-over)

- p o s it io n  in  the 1i fe- cyc le  of markets

- margin fo r p r ic in g

- tech n o lo g ica l le v e l and innovatory p o te n t ia l

- p o s s ib i l i t ie s  to p ro tec t know-how aga inst im ita t io n

- requirem ents of investm ent *

- s tru c tu re  and in te n s it y  of com petition

- number and s p e c ia l a b i l i t i e s  of com petitors

- b a r r ie rs  to en ter markets

(3 ) supply of energy and raw m a te ria ls

- danger of in te r ru p tio n s

- endangering the p r o f i t a b i l i t y  by p r ic e  in creas in g

- a lt e rn a t iv e  raw m a te r ia ls  and energ ies

(4 ) market environment

- dependence on co n ju n ctu ra l f lu c tu a t io n s

- in flu en ces  of in f la t io n  and exchange ra tes

- le g is la t io n

- p u b lic  op inion

_______ - in te rve n tio n s  of s ta te ___________________ _________ _________________

F ig . 15. Dimensions of market a tt ra c t iv e n e s s  

S o u r c e :  As on F ig . 0 (p . 102).

c r i t e r i a  w i l l  have more im pact. To r e ly  on q u a n t ita t iv e  in d ic a to rs  

leads a s tra y . The m arketing manager's way of th in k in g , which du­

r in g  the la s t  decade aimed a t a q u a n t if ic a t io n  of succes and mar­

ket r a t io s  as e x a c t ly  as p o s s ib le , now in  i t s  s t r a te g ic  ve rs ion  

has to fre e  i t s e l f  from the b lunders of the mere q u a n t ita t iv e  

th in k in g . The endeavours to g ive  m arketing a b as is  of r a t io n a l i t y  

by p re c is e  a n a ly s is  w ith  f ig u re s  and diagrams has had a lo t  of 

advantages - most of a l l  to reduce the protended importance of more 

in tu it io n ,  i r r a t io n a l i t y  e tc .  On the o ther hand the development



of s t r a te g ic  th ink ing  in  marketing has shown that the a lleg ed  pre­

c is io n  of a l l  these r a t io s  and diagrams is  based on one-dimensio­

nal q u a n t ita t iv e  data which do not r e f le c t  the m ulti-d im ensional 

p a tte rn s  of r e a l i t y ,  i t s  d i f f e r e n t ia t io n  and heterogeneous p o ss i­

b i l i t i e s  of development in  fu tu re . N everthe less  s t r a te g ic  th ink ing  

should not f a l l  back behind the methods of q u a n t ita t iv e  and g ra ­

phic exp lana tion . But i t  cannot be contented by these methods of 

a n a ly s is  and s tru c tu r in g  of the complex r e a l i t y .  As a r e s u lt :  up 

to now we do not have mastered the sub ject of m arketing s t r a t e ­

g ie s , we are ju s t  at the very beginning.
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K a rl A lew e ll 

MYŚLENIE STRATEGICZNE W MARKETINGU

Celem a rtyk u łu  je s t  ukazanie znaczenia s t r a t e g i i  m arketingowej 
oraz trudności j e j  formułowania przez p rzedsięb io rstw a w gospodarce 
rynkowej. Autor d e f in iu je  koncepcję marketingu i ukazuje j e j  ewo­
lu c ję  w form ie trójetapowego modelu. Opracowanie s t r a t e g i i  wymaga 
o r ie n t a c j i  p rzedsięb io rstw a  na p rzysz łość i dom inacji m yślenia dłu­
gookresowego. Pociąga to za sobą o b ję c ie  planowaniem coraz to no­
wych dz iedz in  d z ia ła ln o ś c i p rzedsięb io rstw a  oraz uwzględnienie róż ­
nych aspektów jego otoczen ia  (także  pozarynkowego). S tra te g ia  mar­
ketingowa słuZy n ie  ty lk o  dostosowaniu s ię  p rzedsięb io rstw a  do 
przysz łego popytu, lecz  również pozwala kszta łtow ać rozwój s t r u ­
k tu ry  rynku. Wymaga to prowadzenia s z e ro k ie j a n a liz y  rynku, do ty ­
czące j m. in .  p rzed sięb io rs tw  konkurencyjnych oraz ich  udz ia łu  na 
rynku. Ana liza  ta  obejmuje również p r o f i le  p e rce p c ji produktu, 
krzywe kosztów oraz metodę p o r t fo l io .  Wybór s t r a t e g i i  kanałów ryn­
ku autor uważa za kluczowe decyzje  o p rz e d s ięb io rs tw ie , podkreś la ­
ją c  konkurencyjność różnych kanałów rynku.

Wobec stosowanych dotychczas metod a n a liz y  rynku, o p ie ra ją ­
cych s ię  na wskaźnikach u d z ia łu  p rzed sięb io rs tw  na rynku oraz 
stopy wzrostu obrotów, autor wyraża sceptycyzm. Uważa je  za zbyt 
uproszczone, n ie  oddające z łożoności s y tu a c j i  rynkowej. Metody te  
winny być uzupełnione w p rz ysz ło śc i o in fo rm acje  dotyczące otocze­
n ia  wewnętrznego i  zewnętrznego p rzed sięb io rs tw a .


