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+ links in course materials, recommended reading (Harvard Business Review,
academic papers, ...)
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The Number of Strategy Frameworks has
Skyrocketed Over Time

¥
CUMULATIVE NUMBER OF FRAMEWORKS /TYPE/YEAR/ NAME
1 | 1958 Ansoff Matrix

2 [| 1959 Industrial Organization

3 [Il 1962 Diffusion of Innovations

4 |11 1962 Scenario Planning

5 [I'll 1962 Strategy and Structure

6 [IIlll 1965 Gap Analysis

7 W0 1965 Product Lifecycle

8 1l 1967 PEST

9 [IIllIE 1968 Experience Curve

10 [[LNIHIE 1969 SWOT Analysis

11 JIEEREEIN 1970 BCG Portfolio Matrix

12 JII0RNNEE 1971 Andrews’s Strategy Framework

13 [ICRRIARREEE 1973 Red Queen Effect

14 JUNERNEE 1974 PIMS (Profit Impact of Market Strategies)
15 JUCRIRRRINNNRN 1976 Real Options

16 JICARRRINRRRERE 1976 Rule of Three and Four

17 [CRRMAARRRRRRRIN 1978 Deliberate and Emergent Strategies

18 JURRNRNRIRIRINI 1979 5 Forces

19 [ENIRRRIRRRRRINEE 1980 4 Phases of Strategy

90 IINIEARIARIRRINERE 1980 Logical Incrementalism

21 [NRIRIRIRIRHRINRR 1981 BCG Advantage Matrix

22 [NNNININIRIAIRNIn0 1982 3Cs

23 [NIINIRIRINE 1982 7s

o4 [NINIARNARRINERNNEEN 1982 Diversification Strategy and Profitability
25 [NCARNRNRIRIRIAINRInae 1982 Niche Strategy

o6 I1INARRRNARRRRReRRRReE: 1982 Technological Paradigms and Technological Trajectories
27 INANNININIRI AR RARONNEY 1982 TQM

28 [INMRRARNARRURNERRINRRN‘ N 1984 Resource-Based View

29 [ IRIRRRARNANARE eI mRefE 1986 Fishbone Diagram

30 HNHANIARTRRURRNEARUANANINIY 1986 S-Curve

31 HCIRIRRR R RN e meRc ey 1986 Six Sigma

32 NNRNNRRRRIARIRNRRURNRNEwemr 1987 Mintzberg’s 5 Ps

33 JNCARNRNAIN IR EARRNAY IvIIE 1988 First Mover Advantage

34 T0RICNNRNRURRRANERvRIR TN Thnnny 1988 Time-Based Competition
35 JNCRRNRNRIR IR RS AnR N mmr 1989 Benchmarking

36 JCIRIRN AR RARHRHR IR RRRC U EHAINDEl 1989 Core Competencies

37 DOIRIRNRRRRECINER MR RERCRIROtMREE 1990 Diamond Model

38 JCHRIRNRRRHRNRR IR RMRRC R fuAINIERE 1990 Re-Engineering

39 HCHRHRNRRRRRRReRRRERE A NRERr 1991 Commiitment

AO IR RN Em IR TMORveE 1991 Transformational Change

TYPE OF FRAMEWORK
OSSR I Classical
: | Visionary
I Adaptive

I Shaping
| Renewal

41 [l FERVARRRRENTRRRNERINAARRREE 1992 Capabilities Competition

A NIRTRIRTRUATN NI NREI' 1992 Mass Customiization

A3 N IIRTRTRNRTN AR HC NN RSHeMy 1993 Ecosystem Strategy

A4 NN IRIRIRNRNR TR TREC AR APUININIRUEDE I 1994 Competing for the Future

A5 JIRIRIRTRNRTN M RR IR HE AN N RIREMED 1994 Hypercompetition

46 NN IRIRIRIRNE IR IRICIRRRRARRMANRNEML 1995 Disruptive Innovation

A7 (IR ERR TR N RR RN INNA IRV 1995 Return on Quality

A8 NN IRIRIRIRNR TSRO AR AP INIRUEREN I 1995 Value Migration

AQ 1N IRIRIRURNR TSR RR TR APUEETNIRUEREIN I 1996 Bowmman's Strategy Clock

50 NIININTRRR TN AU HCTNINRUETEuATNNEDoIMY 1996 Co-opetition

51 RNV RARU N ANINT AN 1996 Leadling Change

52 IR R WA N NNENIA NN 1996 Paranoid Company

53 MR TRERRTR TR 1997 Dynamic Capabilities

54 JRIRERNR RS AR RIS REE QNN AMOENNE 1997 Triple Bottom Line

55 DN IR R 1998 3 Generic Strategies

56 (NI IRIRIR AR WA AT I AIENNEIY 1998 Value Chain

57 IR R RN R A NI 1998  value Chain Deconstruction
58 1NN IR IR PN 1999 Continuous Strategy Process
50 I NERNN IR TR I 1999 Delta Model

60 IR YN 1999 Digital Strategy

61 IR NN AMI R EREINN N A NN 1999 Dynamic Strategies

a2 IR E R INNm 1999 Profit Patterns

63 IR MR VM 1999 Temporary Advantage

64 NI I e mn 2000 Tipping Point

65 IR I NN 2001 Strategy as Simple Rules
66 10 R NN MNP 2002 Bottom of the Pyramid
67 MmN RN T MMM 2002 serial Temporal Advantage
68 I RER TR T T NN 2003 Open Innovation

69 NN e 2004 Hardball

70 IR eI e NiNNINmY 2004 strategy Maps

71 ey mrmme 2004 value Innovation

72 Iy I 2005 Blue Ocean Strategy
73 I I 2005 strategic Intent

74 I " 2006 shared value

75 IR T AR 2008 Distinctive Capabilities

76 1N IR P i 2009 Business Model Innovation
77 T T IR RUNAEAIN 2009 Strategy Without Design

76 IR I IRV 2070 Adaptive Advantage

79 0 T NN 2011 Competitive Strategy: Options and Games

SO I E IR I T 2013 Algorithmic Strategy

81 II!IIIIIIIIIIIIIIIII!IIIlIIIIIIIIIIIII!IIIIIIIIIIIIIIIIIIIIIIIII!III!IIEIIIIII!III 2013 Transient Competitive Advantage

1960 70 80 20 2000 10

SOURCE “COMPETITION AND BUSINESS STRATEGY IN HISTORICAL PERSPECTIVE,” BY PANKAJ GHEMAWAT,
BUSINESS HISTORY REVIEW 76 (SPRING 2002); STRATEGY: A HISTORY, BY LAWRENCE FREEDMAN;
RESEARCH BY THE BOSTON CONSULTING GROUP STRATEGY INSTITUTE
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What is Marketing

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. American Marketing Association (2007)

LN Marketing is the LN Marketing is the < Marketing is an Marketing is the
performance of g process of planning 8 organizational activity, set of
« business activities that w4 and executing the ¢~ function and a set of institutions, and
direct the flow of conception, pricing, processes for creating, processes for creating,
goods and services promotion, and communicating, and communicating,
from producers to distribution of ideas, delivering value to delivering, and
consumers. goods, and services to customers and for exchanging offerings
create exchanges that managing customer that have value for
satisfy individual and relationships in ways customers, clients,
organizational goals. that benefit the partners, and society at
organization and its large.
stakeholders.

Marketing is a societal process by which individuals and groups obtain what they need and want
through creating, offering, and freely exchanging products and services of value with others.

Kotler, P. Marketing management: Pearson Education. 14t ed. 2012

Rt Cohen, H. 72 Marketing Definitions [online], retr. 15/1/2014,
Wy we shoudn . <http://heidicohen.com/marketing-definition/>

[1{:)

A BIG CHALLENGE for marketing is demonstrating its business value. As the finance
function becomes more powerful within companies, some see marketing’s influence as
What should be the role of money and markets in our societies?  declining. One major reason for marketing’s diminishing role is the difficulty of measuring

Market mechanisms and market thinking and market solutions its impact: The value marketers generate is often difficult to quantify.
recourse in bigger arenas REICHHELD, Frederick F. BENDLE, Neil T., BAGGA, Charan K. 2016. The Metrics That
Inside the bizarre life of an Upper East Side housewife Marketers Muddle. MIT Sloan Management Review, 57(3)

v 14-fij-18 Tomas Kincl
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http://www.marketingpower.com/aboutama/pages/definitionofmarketing.aspx
http://heidicohen.com/marketing-definition/
https://www.ted.com/talks/michael_sandel_why_we_shouldn_t_trust_markets_with_our_civic_life
https://nypost.com/2015/05/24/inside-the-bizarre-life-of-an-upper-east-side-housewife/

HUNT, Shelby D.; BURNETT, John J. The macromarketing/micromarketing
dichotomy: A taxonomical model. The Journal of Marketing, 1982, 11-26.

TABLE 1
Macromarketing,/Micromarketing Perspectives

[ ° Author Perspective
I c ro - a n a c ro - a r e I n g A. Movyer (1972) Macromarketing studies marketing within the context of the entire economic system with

special emphasis on its aggregate performance. Micromarketing is firm-oriented.

B. Shapiro (1973) Marketing from the overall view of the aggregate activity in the economy for meeting so-
ciety’s objectives of a proper flow of goods and services is macromarketing.

*  Micro-marketing — company (and other subject on the ¢ gt xemn me mcamanetng system in the s, s mass rodusion mass consumpion miratar
and consumption.
market; i.e. non-profits; municipals, governments, ...) > s nom oy peravs o e sogregses of gue venescion of xconge st
sectors, regi or the marketing sy as a whole.

1 t d . E. Hunt (1976) Macromarketing suggests a higher level of aggregation, usually marketing systems or
0 rl e n e ) groups of consumers, Micromarketing refers to individual units, normally individual orga-
nizations (firms} and consumers or households.

d d ) b . . k h f.t F. Bagozi (1977} Macromarketing studies networks of relationships connecting marketing actors and societal

— b temi lationshi keti . Mi keti tudies the be-

Addresses company’s objectives (market share, profit, Ftrn o Sfsa oy aorg ey e Moromuraing sudes b b
dyadic relationships between marketing actors.

Ca S h fI OW ) G. Bartels and Jenkins Perhaps most widely, macromarketing has meant marketing in general and the data that
see {1977) depict marketing in general. It has meant the marketing process in its entirety, and the
aggregate mechanism of institutions performing it. It has meant systems and groups of
. . micro institutions, such as channels, conglomerates, industries and associations, in contrast
— An a Iyzes e | e m e nts Of ma r‘ketl ng m |X to their inldividlual component units. More recently, it has meant the social context of mi-
cromarketing, its role in the national economy and its application to the marketing of non-

economic goods. It has also meant the uncontrollable environment of micro firms.
. o d . f H. Hunt (1977} Macromarketing refers to the study of marketing systems, the impact and consequences of
- SO m etl m eS CO nSI e re aS a pe rS pectlve O marketing systems on society, and the impact and consequences of society on marketing
f‘ysterTls.ldMicmmarketing refers to individual units: organizations, firms, consumers or

jousenolds.

ind iVid ua I/Iocal ma rketi ng Or ma rket n iCheS I Nickels and Hill Macromarketing is the study of intranational and international exchange systems rather

(1978) than particular dyadic exchange relationships, and includes: (1) the structure, process
(flows), and power relationships within systems; (2) the effects of exchange systems on

*  Macro-marketing studies marketing within the context Change Systome () the productuy and equty of viious Sxchahge Sstam: () he

teractions between and among domestic and international exchange systems; (6) the man-

. . . . sgsr:nsnt of e;:changs systems ractlher Ithan particular organizations; (7) the effect of the total
. exchange system on ; (8) th isi i
of entire economic system; o Ider perspective on mar ketin g of buying conters and istrbution systeme: (9) the. actides and, structure of collecies

within exchange systems; and (10) the public policy implications of the total exchange sys-

— Aggregate demand and supply; societal process s M (9781 Moot o e St sny's oo g 1

ply capabilities with heterogeneous demand and accomplishes both the short run and long

oriented on flows (of goods, money, ...) in economy; run objecives of society.

K. Slater (1978) Marketing and distribution from a societal perspective is macromarketing.
L. White and Emory  Studying the impacts of the transaction upon the broader system, society or groups is ma-

— achieve equilibrium between demand and supply e Somarketing

Macromarketing is the study of exchange activities and exchange systems from a societal
Nickels (1979) perspective. ¢ ge sy !

— Side effects of companies operating on the markets —i.e. business hours in supermarkets,
safety; protection of employees; law and regulations, societal issues, environmental issues,

— Efficiency and waste of resources, business ethics, ...
Kids cereals and other food high in sugar

Micro-marketing perspective — Kids love sugar — more sugar = more PROFIT! & ]
Macro-marketing perspective — public health expenditures, shorter life expectancy, 5 W ‘
Victoria’s Secret and targeting tweens ¢ f i
Micro-marketing perspective — new potential markets, new customers to be i/ 5
targeted — more PROFIT! b i F

Macro-marketing perspective — angry parents, child sexual abuse, Food Intake
Disorders (bulimia or anorexia), ... v 14-¥ij-18 Tomas Kincl 7


http://www.today.com/health/some-kids-cereals-pack-more-sugar-twinkie-1C9382288
http://www.ferpotravina.cz/instantni-napoj/granko
http://www.elephantjournal.com/2013/03/is-victorias-secret-targeting-tweens-stephanie-vessely/
http://www.sheknows.com/parenting/articles/989419/victorias-secret-pink-line-targeting-tweens

(Fullerton, R.A. How Modern Is Modern Marketing? Marketing's Evolution and the Myth of
fm.vse.cz the "Production Era,,. Journal of Marketing, Vol. 52, No. 1. 1988, pp. 108-125

Weitz, B.A., Wensley, R. Handbook of Marketing. Sage, 2002, Bartels, R. The History of

Marketing Thought, 3 ed. Publishing Horizons)

H iSto ry Of M a rkEti ng Dixon, D.F. Emerging macromarketing concepts From Socrates to Alfred Marshall. Journal of

Business Research 55 (2002) 87-95

* History of Marketing as a branch of science begins at the end of 19t century

(Macro) marketing perspective can be found in Ancient Greek, i.e. Socrates and his thoughts
about wealth and commerce (decline of rural life, extent of commerce in Ancient world)

Medieval period — feudalism did not allow much to develop marketing principles, most of the
population lived in rural areas, on the edge of survival, almost self-sufficient; merchants focus
on transportation and safe travelling

Since 1500 — growing importance of cities (self-insufficiency), early capitalists focused on
cultivation of luxury markets for rich and noble, however also growing middle class (10-25 %
of population development of mass markets); first dealerships, wholesalers, travel agents,
financial instruments and institutions

18th — 19t century —stimulating demand among nearly all society, industrialization,
productivity growth, population concentrated in cities, development of transportation
(railways, shipping); marketing one of the central activities of everyday life; mass markets —
one price fits all

End of 19t century — mass production required mass stimulation of demand; physical
separation of producers and buyers required further development of transportation and
establishment of institutions able to help with understanding the markets; development of
modern marketing practices (vending machines, post service), esp. advertising; regulations
20t century. — marketing as a science, development of transportation (air freight),
communication technologies (radio, tv, internet), marketing research, dedicated marketing
departments, segmentation of mass markets, societal marketing, many new marketing field
and theories

v 14-1ij-18 Tomas Kincl
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Marketing as a Science

1900-1910 - |Initial teachers of marketing sought facts about the
distributive trades. Theory was borrowed form economics relating to
distribution, world trade, and commodity markets. The conception of
marketing occurred and a name was given to it (1902, University of
Michigan, University of Illinois, University of Wisconsin)

1910-1920 — Many marketing concepts were initially developed. Concepts
were classified, and terms were defined; company department functions
were defined, different types of organizations are defined (wholesalers,
brokers, ...)

1920-1930 — Principles of marketing were postulated, and the general body
of thought was integrated for the first time; First textbooks of marketing
(Ivey, 1921, Principles of Marketing)

1930-1940 — Specialized areas of marketing continued to be developed,
hypothetical assumptions were verified and quantified; some new
approaches to the explanation of marketing were undertaken; first
professional and academic associations were established (American
Marketing Journal, Journal of Marketing)

1940-1950 — The concept and traditional explanation of marketing was re-
appraised in terms of new needs for marketing knowledge. The scientific
aspects of the subject were considered.

1950-1960 —  emphasis upon managerial decision making, the
societal aspects of marketing; many new concepts, some borrowed from
the field of management and from other social sciences, were introduced
into marketing

1960-1970 — new concepts took on substantial identity as significant
components: managerialism, holism, environmentalism, systems, and
internationalism

1970-... — Social issues and marketing became more important; as

marketing upon society became a focus of interests; environmental issues,
societal marketing, non-profit organizations, marketing of services

‘Schools of marketing thought

Selected Level or focus
School marketing pioneers Question(s) addressed of analysis Key concepts and theories
Marketing Shaw 1912, Weld 1917, ‘What activities Macro: Value added by markating activities
functions Cherington 1920, Clark (i.e. functions) * Marketing
1922, Converse 1922, comprise marketing! Middlemen
Maynard et al. 1927
Marketing Shaw 1916, Cherington How are different Macro: Classification of goods:
commodities 1920, Copeland 1924, types of goods * Trade flows * Industrial and consumer
Breyer 1931 (i.e.. commodities) * Types of goods + Convenience, shopping and specialty
classified and related + Products and services
to different types of + Search and experience
marketing functions!
Marketing Weld 1916, Nystrom Who performs Macro: Channels of distribution:
institutions 1915, Clark 1922, marketing functions + Remilers * Market gaps and flows
Maynard et al. 1927 on commaodities! + Wholesalers + Parallel systems
Breyer 1934, + Middlemen * Depots
Mallen 1967, Stern 1969, + Channels of + Transactions and transvections
Bucklin 1970 distribution * Sorts and transformations
+ Postponement and speculation
* Conflict and cooperation
+ Power and dependence
Marketing Alderson 1956, 1965, How should managers Micra: * Marketing mix
management Howard 1956, Kelley and market goods to * Business firm as » Customer orientation
Lazer 1958, McCarthy customers {clients, seller/supplier + Segmentation, targeting and
1960, Kotler 1967 patrons, patients)! * Any individual or positioning
Organization as
supplier
Marketing Alderson 1958, 1965, What is a marketing Micra: * Interrelationships between
systems Boddewyn 1969, system?! Why does it *+ Firms and parts and whole
Fisk 1967, Dixon 1967 exist! How do households + Unity of thought
marketing systems * Marketing systems
work? Who performs Macro: *+ Micro and macro marketing
marketing work? * Channels of * Societal Impact
VWhere and when is it distribution
performed? + Aggregate
marketing systems
Consumer Dichter 1947, Katona Why do customers buy? Micro: * Subconscious motivation

behavior 1953, Engel ec al. 1968,
Kassarjian and Robertson
1968, Howard and Sheth

1969, Holloway et al. 1971,

Cohen 1972
Macro- Alderson 1965, Fisk 1967,
marketing Dixon 1967, Hunt 1976,

Bartels and Jenkins 1977

Exchange Alderson 1965, Kotler
1972, Bagozzi 1975, 1978,
1979, Shaw and Dixon
1980, Houston and
Gassenheimer | 987,
‘Wilkie and Moore 2003

Marketing Hotchkiss 1938, Bartals

history 1962, 1976, 1988,
Haollander 1960, 1983,
Shapiro and Doody 1968,
Savite | 980

How do people think,
feel, act?

How can customers/
people be persuaded!

How do marketing
systems impact society
and society impact
marketing systems!

What are the forms

of exchange?

How does market
exchange differ from
other exchanges?

Who are the parties to
exchange!

Why do they engage

in exchange!

When did marketing
practices, ideas,
theories, schools of
thought emerge

and evolve!

+ Business buying

+ Consumer buying

+  Individual or
household
consumption

Macro:

* Industries

* Channels of
Distribution

+ Consumer
Movement

* Public Policy

+ Economic
Developmant.

Macro:

+ Aggregations of
buyers and sellers
in channels

Micra:

+ Firms and
households

* Any two parties
or persons

Macra:

+ Thought and
practice

Micra:

* Thought and practice

SHAW, Eric H.; JONES, DG Brian. A history of schools of marketing thought. Marketing Theory, 2005, 5.3: 239-281.
BARTELS, Robert. The History of Marketing Thought,” 2 ed. 1976

v 14-Fij-18

+ Rational & emotional motives
» Meeds and wants

+ Learning

* Personality

+ Artitude formation and change
* Hierarchy of effects

+ Information processing

+ Symbolism and signs

+ Opinion leadership

* Social class

+ Culture and sub-cultures

* Standard of living

+ Quality of life

* Marketing systems

* Aggregate marketing

performance

+ Strategic and routine transactions

+ Social, economic and market
exchange

+ Barter and market transactions

+ Generic exchange

* History of marketing practice
+ History of marketing thought

Tomas Kincl
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Current Trends in Marketing?

Received paradigm

Emergent paradigm

Consumer satisfaction
Cognitive psychology of behavior
Products as “delivered services™

Massive-scale manufacturing by contract manufacturers
(phase one networks); early phase two innovation networks

Dominant technologies: digitization and computer controlled
systems

Management as internal coordination of finance, marketing,
production, R&D and personnel in the firm

Core competency: idiosyncratic resources, usually technology

Management priorities: growth, customer life-time value,
targeting middle and upper class high value markeis

Dwyad as unit of analysis; theories of hierarchical conirol,
power and dependence; early relationship marketing,
social norms of behavior

Corporate social responsibility (reactive, adaptive)

Public policy: laissez-faire capitalism

Consumer sensations and sense-making

Neurophysiology of consumer behavior and sensory experiences
Products and services as sensory experiences

Small-scale distributed production-consumption networks.

Products built atom-by-atom. Customer co-creation
and co-production (phase three networks)

Dominant technologies: biotechnology, nanotechnology

Management as customer care and network developmeni—interorganizational
coordination of finance, innovation and production.

Core competency: Focal firm—marketing; Network—relational solidarity,
synergy and mutuality

Management priorities: sustainable marketing (including demarketing,
counter-marketing), growth from lower middle and
base-of-the-pyramid markets

Multi-level networks as units of analysis; botiom-up networks;
relational management of the economic and ecological
“commons”; social engagement (proactive)

Proactive corporate strategies in ecology and development

Public policy: regulated capitalism (embedded regulation, self regulation);
conscientious capitalism, conscious capitalism, social capitalism

Doporucené cteni: Achrol, R. S., & Kotler, P. (2012). Frontiers of the marketing paradigm in the third millennium.

Journal of the Academy of Marketing Science, 40(1), 35-52.

v 14-Fij-18
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https://www.dropbox.com/s/gcio2oxvguq5mm0/Frontiers of the marketing paradigm in the third millennium.pdf?dl=0

fm.vse.cz

Recommended reading: Schumpeter (2016). Management theory is

Cu rre nt Tre ndS in M a rkEti ng? becoming a compendium of dead ideas. The Economist, dec 17th 2016

* Some basic ideas are repeated repeated ad nauseam in every textbook, even though bear
almost no relation to reality

* Hypercompetion?

* In some industries striking competition, short-term competitive advantage, price wars, ...

however the most striking business trend today is not competition but consolidation

2015 was a record-breaking year for mergers and acquisitions (M&A). Approximately $4.7 trillion in global deals were signed,
and despite high valuations, corporate executives think 2016 should be another record year of growth in the M&A market.4

— Entrepreneurship

* The rate of business creation in USA and Europe has declined since the late 1970s.

Figure 1

T T T T T T T T T T T T T T
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2C 200 1 20 013

* On the other hand, entrepreneurship is one of the main economic growth drivers in third-
world countries

e Small and medium enterprises (SMEs) represent the vast majority of the business population in low-income countries
(excluding micro firms and the self-employed). According to a recent study from the International Finance Corporation
(IFC), SMEs account for more than half of all formal jobs worldwide, and their share of aggregate employment is
comparable to that of large firms.

v 14-fij-18 Tomas Kincl
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http://www.investopedia.com/articles/insights/042616/mergers-acquisitions-report-2-trends-market.asp
http://www.kauffman.org/~/media/kauffman_org/research reports and covers/2015/05/kauffman_index_startup_activity_national_trends_2015.pdf
http://www.ifc.org/wps/wcm/connect/0fe6e2804e2c0a8f8d3bad7a9dd66321/IFC_FULL+JOB+STUDY+REPORT_JAN2013_FINAL.pdf?MOD=AJPERES
http://econpapers.repec.org/article/kapsbusec/v_3a43_3ay_3a2014_3ai_3a1_3ap_3a75-99.htm
http://www.economist.com/news/business/21711909-what-martin-luther-did-catholic-church-needs-be-done-business-gurus-management

fm.vse.cz

Recommended reading: Schumpeter (2016). Management theory is

Cu rre nt TrendS in Ma rkEti ng? becoming a compendium of dead ideas. The Economist, dec 17th 2016

*  Globalisation
* vs USA protectionis (Mexico wall, NAFTA agreement, import taxes, ...)

FIGURE 1.5 /f
PILLAR LEVEL GLOBAL CONNECTEDNESS TRENDS, 2005-2015

Depth Pillars Breadth Pillars
180% 180%
160% s 160%

140% o / 140%
120% / 120%

100% 100%

— -
B0% E0%
60% 60%

2005 2006 2007 2008 2009 20010 20M 202 2013 2014 2015 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 215
Trade  Capital Information  People Trade  Capital Information  People

The information pillar has been the largest contributor o increases on the depth dimension of global connectedness since 2013, but those gains
wiere offset in large part in 2015 by a sharp drop on the trade pillar. Year-to-year changes on the breadth dimension tend to be smaller. An uptick
on trade pillar breadth in 2015 offsst the continuation of a declining trend on information pillar breadth.

— Business getting faster?
* Internet companies can growth within months and acquire global audiece

* On the other hand it takes months or years to check all legal, safety, audit, compliance
requirements and dealing with governments’ ever-expanding bureaucracies.

In 1913, the 50-year-old Ford had revolutionized American manufacturing by introducing the automated assembly
line. By 1929, there were more than 27 million cars--or nearly one car for every household in the United States.
v 14-fij-18 Tomas Kincl 12



http://www.dhl.com/content/dam/downloads/g0/about_us/logistics_insights/gci_2016/DHL_GCI_2016_full_study.pdf
http://www.digitalhistory.uh.edu/disp_textbook.cfm?smtID=2&psid=3396
http://www.economist.com/news/business/21711909-what-martin-luther-did-catholic-church-needs-be-done-business-gurus-management
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Criticism of business concepts FULLERTON, R.A. How Modern Is Modern Marketing?
' ' Marketing's Evolution and the Myth of the "Production Era,,. Journal of Marketing, Vol.
52, No. 1. 1988, pp. 108-125 — concept taxonomy is based on Pillsbury Company study,
H which just describes stages the (one) company went through over time (KEITH, R. J.
P rOd u Ct I o n CO n ce pt The Marketing Revolution, Journal of Marketing, Vol. 24. 1960, pp. 35-8)
* Usually associated with markets at the beginning of 20t century
* Preference of widely available and cheap products
* High production volumes, economies of scales, experience effect, low-cost, mass distribution

*  Assumption that the demand exceeds supply

[ i

e Suitable approach to emerging markets,
i.e. India or China

* Mobile phones in India

Last year, the number of mobile connections in India more than doubled to 142.2 million and that figure is expected

to expand 48% to roughly 211 million by the end of 2007. All this explains why global handset makers such as Nokia,
Motorola and Samsung are shifting product development efforts and marketing strategies to emerging markets.

India Blows by China in Mobile Phone Market Growth. The best selling phone in the world: can you guess which one is it?

* China —the largest smartphone market worldwide — brands like Xiaomi, Lenovo, Yulong,
Huawei, BBK, ZTE, OPPO and K-Touch have 65 % market share.
Top Five Smartphone Vendors, Worldwide Shipments,

* A lot of companies abandon this approach and focus on higher val Marketehare and yfy Growth, 5Q 2014

competes to well-known and established brands (first in market -
[ Samsung |

share than in, quality) o e
. [ Xiaomi | 17.3 5.3% 56 21%  211.3%
* Cheap food in supermarkets — meat-free sausages?

16.8 5.1% 12,0 4.6% 39.8%
159.2 48.6% 13 43.2% 40.8%
327.6 100% 261.7 100% 25.2%

v 14-fij-18 Tomas Kincl 14



http://www.businessweek.com/globalbiz/blog/eyeonasia/archives/2007/01/india_blows_by.html
http://www.phonearena.com/news/The-best-selling-phone-in-the-world-can-you-guess-which-one-is-it_id55573
http://www.canalys.com/newsroom/xiaomi-becomes-china%E2%80%99s-top-smart-phone-vendor
http://business.time.com/2013/10/14/xiaomi-chinas-threat-to-apple-and-samsung/
https://www.techinasia.com/york-times-xiaomi-wrong/
http://www.ceskatelevize.cz/ct24/ekonomika/221242-nektere-parky-obsahuji-az-o-petinu-mene-masa-nez-uvadi-obal/
http://www.youtube.com/watch?v=S4KrIMZpwCY
http://appleinsider.com/articles/14/10/30/samsung-apple-retain-global-smartphone-lead-in-q3-as-xiaomi-rockets-into-third
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Product Concept

Usually associated with markets in 1950s

But also on markets with hi-tech goods with frequent innovations

Assumption that customers favor high quality performance and technology
Persistent pressure to innovate and improve product performance and parameters

good products sell themselves” — often leads to disappointment, consumers are not
interested in products but in solving their own issues

Recommended reading: LEVITT, Theodore. Marketing Myopia. Harvard Business Review 7/2004

TV manufacturers — how to convince customers to replace old TV? Continuously

introducing new features (i.e. curved TVs, 8K screens)
Are curved TVs any better than flat TVs?, Are curved TVs a gimmick? Yup, but we still love them

Google + — how to convince users to sign in to s new social network?
Has Facebook Beaten Google Plus? What Killed Google+ And What Can Save It

Philips — how to convince customers to by expensive LEDs
Lighting Needs Some Bright Ideas, How To Spur Mass Market Consumer Adoption Of LEDs

Segway — how to convince people that a new way of transportation was born?
Eager Sellers and Stony Buyers: Understanding the Psychology of New-Product Adoption

Microsoft — how to convince users that phone/tablet/PC could have the same 0OS?
Why Windows 8 failed: It alienated desktop users, Don't Believe The Windows 8 'Failure' Hype,

v 14-fij-18 Tomas Kincl 15


http://www.consumerreports.org/cro/news/2014/07/are-curved-tvs-any-better-than-flat-screen-tvs/index.htm
http://www.digitaltrends.com/home-theater/curved-tv-gimmick/
http://www.usnews.com/news/articles/2014/04/30/has-facebook-beaten-google-plus
http://www.forbes.com/sites/stevefaktor/2014/05/01/what-killed-google-and-what-will-save-it/
http://www.forbes.com/2008/10/22/electricity-efficiency-lighting-biz-energy-cx_wp_1022bulbs.html
http://www.forbes.com/sites/ciocentral/2012/05/08/how-to-spur-mass-market-consumer-adoption-of-leds/
https://hbr.org/2006/06/eager-sellers-and-stony-buyers-understanding-the-psychology-of-new-product-adoption
https://www.google.cz/url?sa=t&rct=j&q=&esrc=s&source=web&cd=3&ved=0CDAQFjAC&url=http://bgr.com/2014/03/24/why-windows-8-failed/&ei=Ez7GVKquMcPvUPGPgoAO&usg=AFQjCNHFn7cV0xYsb_TR8DHXolb1YrSO-g&sig2=k1ZlWX1B97OHkWzou_Tffw&cad=rja
http://www.forbes.com/sites/tonybradley/2014/03/28/dont-believe-the-windows-8-failure-hype/
https://hbr.org/2004/07/marketing-myopia

Discussion: Do other luxury brands follow the product

concept philosophy as well?

Product Concept

— Discussion: Does Apple follow the Product Concept?

* 2007 — Apple introduced a phone controlled by the most natural
positioning device - fingers

LVMH

OET HENNESSY. LOUIS VUITTO

* Even though it is no longer unique and specific product, Apple approach is still specific
For any product that Apple creates, the people who create it have to want it themselves. The products have to be easy to use

(6 Reasons Apple Is So Successful)

* Apple does not invest much in marketing (compared to competitors), marketing often

just “happens” i.e. through celebrities and opinion-makers

Apple are so clever that they have actually managed to get other companies (mainly
mobile phone operators) to pay for, and execute advertising for them. Apple iPhone ads | sseom
are in fact paid for by a network operators who want to advertise that they sell the
iPhone. When operators want to tell the world that they sell the iPhones, not only do Samsung
they pay the bill but Apple slaps a fat stack of strict branding restrictions on the operators| s:so e

that dictated how the ad must look and what information it can contain.
(Apple’s iPhone Marketing Strategy Exposed) Coca Cota
Apple spent $149.6 million to advertise the iPhone in the 2009 and $173.3 million in the |50 me

2010 year. Compare that to Microsoft, which reportedly spent $400 million to advertise
Windows phones. That's roughly the same amount Apple spent to advertise the iPhone
in three full years. Apple focuses on nationwide publications with the largest reach and
actually has an employee who "helps provide products” to be "used by stars in movies
[and] TV shows” (Here's How Much Apple Spends To Advertise The iPhone And iPad)

Advertising Expenses

& haymeo

Microsoft

£2,000 millicry

* Exclusive distribution — phone without contract can be ot
purchased just in Apple store or in Apple e-shop, frequent

Advertising Expenses as
Percent of Sales

StOCk_Outs somlr\n?))g 2010 2011 22 213 wzncs 210 201 2012 2013

Notice that when you go into an Apple store and are greeted by one of the sales staff, you’re not asked, “How can | help you?”
Instead they ask, “What would you like to do today?” They go right to the heart of any technology user’s question, a question that’s

always related to what they want to do with the technology the user is interested in. (6 Reasons Apple Is So Successful)

Everyone wants to see the gold iPhone 5S but ... they don't seem to exist in real life. There are good reasons to believe this is a
deliberate marketing ploy by the geniuses at Apple. (Here's The Evidence That Apple's Gold iPhone Shortage lszA&.tH?ﬂ;V Deliberatels winel 16



http://techland.time.com/2012/05/07/six-reasons-why-apple-is-successful/
http://www.business2community.com/marketing/apples-iphone-marketing-strategy-exposed-0661613
http://www.businessinsider.com/heres-how-much-apple-spends-to-advertise-the-iphone-and-ipad-2012-8
http://techland.time.com/2012/05/07/six-reasons-why-apple-is-successful/
http://www.businessinsider.com/apples-gold-iphone-5s-shortage-2013-9
http://www.lvmh.com/the-group/lvmh-companies-and-brands
http://www.youtube.com/watch?v=9hUIxyE2Ns8
http://fortune.com/2013/11/04/chart-of-the-day-ad-spends-by-apple-hp-dell-microsoft-samsung/
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Selling Concept

m O
e .

vodafone
T - -Mobile-
[}

Usually associated with markets in 1950s
Can be used on FMICG markets or for unsought products

Sales should be supported by an intensive marketing
communications

To sell what has been already produced
Often misinterpreted as marketing concept

Selling Orientation

Factory Product Selling and Profits through
Promaoting Sales volume

Marketing Orientation

Target Consumer Integrated Profit through
Market Meeds Marketing customer
Satisfaction

Promotional events, doorstep selling, aggressive advertising

Product Promotional Event Online Retailer
Cf) 19990 2990

14999 1223

)
g 13 999 1987

Mobile carriers, insurance companies, banks, energy distributors?
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Marketing Concept

Usually associated with markets in 1970s
But also markets where customization of products is important
Previous concepts inside-out perspective, now outside-in.

Customer-centric approach, products are being developed
according to customers’ needs and tastes

Similar to Integrated marketing — outperform competition in

recognizing customers’ needs, development of products,
ability to communicate and deliver values

Nike can make a pair of custom shoes in under an hour

The athletic company will open Nike Makers' Experience at the Nike By You Studio in New York. Part
of that experience is the ability to create Nike shoes with a custom look. And you don't even have
to wait for them: From start to finish, the process takes less than 90 minutes -- significantly

faster than something like Nike's Bespoke iD process that takes 6 - 8 weeks for delivery.

Atelier 27 Combines Additive Manufacturing with Consumer Co-Creation

What Unistudio Design has done with the Atelier 27 project for Eram is revolutionary for the
footwear business. What the agency has done is develop a means for consumers to design and 3D
print unique stiletto heels for their pumps, enabling them to jazz up a pair of bland-looking party
shoes, or to replace a broken or scuffed heel with something a whole lot more exciting.

How to recognize customers’ needs (what if customers don’t know what they want

— Discovering What People Want Before They Do

H. Ford: If I'd asked customers what they wanted, they would have said "a faster horse".

Recommended reading: DAVENPORT, Thomas H.; MULE, Leandro D.; LUCKER, John. Know what your customers want

before they do. Harvard Business Review 12/2011

v 14-Fij-18
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https://hbr.org/2011/12/know-what-your-customers-want-before-they-do
https://www.engadget.com/2017/09/05/nike-custom-shoes-one-hour/
https://www.nike.com/us/en_us/c/nikelab/bespoke-shoes
https://www.trendhunter.com/trends/atelier-27
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Societal Marketing

— Usually associated with markets after 1970s

— In 1970s rather local environmentalism (i.e. local pollution)

— Targeted on left-wing oriented intellectual elites (often affluent)

— Often just an argument how to justify premium pricing

— Much wider perspective these days (sustainibility, environmental

protection, recycling, business ethics, Fair Traid,Child Labor Free Products)l‘

— The customers (esp.younger cohorts like Gen Y, X) expect companies to
actively participate and engage in dealing with major social issues (which

companies often contribute to)

Societal Marketing

Meeting the needs of the [—
present without compromising Soclety
the ability of future generations (Human Welfare)

to meet their own needs

Company
(Profits)

References: Kotier, Philip & Armstrong, Gary. Principles of Marketing.
11%d Pearsan Education Inc, publishing as Prentice Hat, 2006.

The “new marketing myopia” occurs when
marketers fail to see the broader societal
context of business decision making, sometimes
with disastrous results for their organization and
society. It stems from three related phenomena:
(1) a single-minded focus on the customer to
the exclusion of other stakeholders, (2) an
overly narrow definition of the customer and his
or her needs, and (3) a failure to recognize the
changed societal context of business that
necessitates addressing multiple stakeholders.
SMITH, N. Craig; DRUMWRIGHT, Minette E.;
GENTILE, Mary C. The new marketing
myopia. Journal of Public Policy & Marketing,
2010, 29.1: 4-11.

DO GOOD.

Environment

v 14-Fij-18
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https://flora.insead.edu/fichiersti_wp/inseadwp2009/2009-08.pdf
http://www.starbucks.com/responsibility/environment
http://www.americanapparel.net/aboutus/
http://www.warbyparker.com/do-good

Societal Marketing

fm.vse.cz

55 % of global online consumers

. . . ) across 60 countries say they are
The customers accept premium pricing and contribute to CSR willing to pay more for products and

. . . services provided by companies that
However, including CSR perspective has become a standard and the are committed to positive social and

customers’ expectations are growing environmental impact (Nielsen, 2014)
* Esp. for GenY, Z customers, CSR became an integral part of their lifes (i.e recycling)
* CSR is becoming one of the major ,,product features” and influences purchase behaviors

On the other hand, many customers become more skeptical and distrustful to marketing
proclamations and are not willing to pay premium for standard (GFK, 2011 Green Gauge US

Report).

Some of the main factors contributing to consumer purchases of hybrid vehicles are: lower fuel costs; a reduced environmental impact; and the
opportunity to use new technology. However, the appeal of each of these factors has been reduced due to improvements in engine efficiency; a
change in consumer sentiment; and the commercialization of plug-in vehicles, helping to explain why HEV sales have not met projections. Once
seen as being a promising option for car of the future, there is the very real possibility that HEV market share could continue at its low level and
even retreat. Explaining Stagnation in the Hybrid-Electric Vehicle Market

CSR and product quality — substitutes or complements

If there is a sizable segment of quality-sensitive consumers, a firm selling a high quality product should target this segment with a higher price and
a lower level of CSR, while a firm selling a lower quality product should address the broader market with a lower price and a higher level of CSR
investment. CSR acts as a substitute for product quality as a strategic decision of firms — even when there is a positive relationship between CSR
and product quality preferences at the consumer level. The optimal commitment to CSR may vary depending on other elements of firm strategy
such as pricing and product quality as well as market characteristics such as market composition, competition and product differentiation.
Banerjee, S., & Wathieu, L. (2017). Corporate social responsibility and product quality: Complements or substitutes?. International Journal of
Research in Marketing, 34(3), 734-745.

v 14-fij-18 Tomas Kincl 20


http://brandchannel.com/2012/09/27/us-consumers-less-willing-to-pay-more-for-green-goods-study/
http://blogs.scientificamerican.com/plugged-in/explaining-stagnation-in-the-hybrid-electric-vehicle-market/
http://www.nielsen.com/us/en/press-room/2014/global-consumers-are-willing-to-put-their-money-where-their-heart-is.html
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Societal Marketing

— CFP (company financial performance)—CSR relation remains unclear

...the direction of causation remains an open question. That is, good CSP could cause good CFP, but good CFP could provide slack resources to spend
on CSP. As the Economist wrote, “...whether profitable companies feel rich enough to splash out on CSR, or CSR [activity itself] brings profits.” (BARON,
David P.; AGUS HARJOTO, Maretno; JO, Hoje. The economics and politics of corporate social performance. Business and Politics, 2011, 13.2.)

All else equal, ‘doing good’ leads to ‘doing well’. However, using ‘doing good’ to offset ‘doing bad’ does not pay of financially. In support of the good
management mechanism, we find that firms that engage in CSR are likely to benefit financially from their CSR investment. Moreover, we do not find
support for the slack resources or the insurance mechanism. In constrast, and in support of the penance mechanism, often firm's CSR seems to trail
their CSI. However, our results also suggest that the penance mechanism is ineffective at offsetting negative performance effects due to CSI.

Kang, C., Germann, F., & Grewal, R. (2016). Washing away your sins? Corporate social responsibility, corporate social irresponsibility, and firm

performance. Journal of Marketing, 80(2), 57 ~~
THE FOUR MECHANISMS

tir’ne )

For instance, managing environmental impact Financial Pecformance CSR st csg  tme®
. . . L |
is a very important element of business : T J T

H H H Mechanism 1 Mechanism 3:
strategy for firms in the fossil fuel or fepr— Penance:
transportation industries. Less so for financial Financial performance in (¢ - x, x 2 1) CSLin (- x, x 2 1)
. . . . causes CSR in # causes CSR in 7
institutions or healthcare companies. In
contrast, fair marketing and advertising of . .

T T . T T .

products are very important for companies in CSR Financial Performance "¢ CsR oy me®

\ J L J

these sectors. I T

The Type of Socially Responsible Investments
That Make Firms More Profitable

Mechanism 2:
Good Management:
CSRin (7-x, x = 1)
causes financial performance in ¢

Mechanism 4:
Insurance:
CSIin #

causes CSR in (7-x, x = 1)

In support of the good management mechanism, firms can expect to benefit financially from engaging in Corporate Social Responsibility (CSK).
However, in support of the penance mechanism, many firms engage in CSR to offset their past Corporate Social Irresponsibility (CSI), and these
firms likely won’t benefit financially from their CSR.

SD S1 swJojiad Auedwod ayy
pIa14 1eym uj puadap Aew 3}

What if company CSR focuses on other domain/field than CSI (Corporate social irresponsibili‘fflu)?

We then make a conceptual differentiation between distinct CSR approaches when CSI occurs: same domain CSR (SD-CSR) and other domain CSR
(ODCSR). All else equal, the results show that SD-CSR has no effect on firm value, but OD-CSR significantly enhances firm value

Lenz, I., Wetzel, H. A., & Hammerschmidt, M. (2017). Can doing good lead to doing poorly? Firm value implications of CSR in the face of CSI. Journal of
the Academy of Marketing Science, 1-21. v 14-ij-18 Tomas Kincl 21


https://hbr.org/2015/04/the-type-of-socially-responsible-investments-that-make-firms-more-profitable

Growth in global CR reporting rates since 1993
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Societal Marketing :

— (CSR should not be limited just to PR proclamations and reporting ~ ~
or to rank well in various CSR rankings

The N100 (100 largest companies in 41 countries) global average reporting rate has increased from 64 % in .
2013. Almost all G250 (world’s largest 250 companies) report on CR. 9/10 use their reports to identify envire ~ = = o e Tas T me T T ee e e
social changes that impact the business and its stakeholders. 8/10 report they have a strategy to manage the risks and
opportunities. 7/10 report that these changes bring opportunities for the innovation of new products and services
(The KPMG Survey of Corporate Responsibility Reporting 2017)

— CSR doesn’t mean just limitations, additional costs — it can be perceived
as an opportunity to find new sources of competitive advantage or
expenditure savings

Coca-Cola recently started a program to empower young women entrepreneurs. The 5x20 program aims to bring 5 million
women in the developing world into its business by 2020 as local bottlers and distributors of Coca-Cola products. Investment

in women can have a multiplier effect that leads not only to increased revenues and more workers for businesses, but also to GLOBAL BEST OF
better-educated, healthier families and more prosperous communities. Walmart’s social responsibility policy is encompassed EREEM
by three goals: to be fully supplied by renewable energy, to create zero waste and to sell products that sustain people and the e B

environment. These are lofty targets — and if achieved, ones that ultimately save the company a great deal of money. 2 @ﬂ @}
(Why Companies Can No Longer Afford to Ignore Their Social Responsibilities) :

— Spolecnosti ale ¢asto neumi na CSR vydélat, absentuje strategicky pohled, |

Casto nedokazi zakazniky presvédcit, ze délaji hodnotné CSR. s e s e

EFFECTIVE ENVIRONMENTAL PRACTICES
AROUND THE WORLD

5% of companies are seen as delivering on these promises. And when you spend on average $ 50-100million a year that’s a poor ROI.

Consumers are likely to be especially brand loyal if their deeply-held values are engaged in their purchasing. Consumer engagement and commitment
is priceless: ethical brands are more likely to encourage this engagement. Ethical Consumerism Isn’t Dead, It Just Needs Better Marketing

— No need to “save the world” the company should contribute in its field and within its main
activities
CEZ foundation finances kids playgrounds, equips elementary schools with technologies. Even though such activities are definitely desirable and

contribute to society, it is rather “generic” CSR which can be sold in CSR reports and in media. As a major player in power industry, the company should
focus more on efficient technologies, renewable resources or landscape restoration (company does as well

v 14-fij-18 Tomas Kincl 22


https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2017/10/kpmg-survey-of-corporate-responsibility-reporting-2017.pdf
http://business.time.com/2012/05/28/why-companies-can-no-longer-afford-to-ignore-their-social-responsibilities/
http://www.forbes.com/sites/brucerogers/2013/10/07/too-many-feelings-and-not-enough-facts-in-csr-strategy/
https://hbr.org/2015/01/ethical-consumerism-isnt-dead-it-just-needs-better-marketing
http://www.cez.cz/edee/content/micrositesutf/odpovednost2013/cs/socialni-odpovednost/nadace-cez.html
http://www.cez.cz/edee/content/micrositesutf/odpovednost2013/cs/environment/sanace-a-rekultivace.html
http://www.skoda-auto.cz/news/Pages/2012-11-05-za-kazde-auto-strom.aspx
http://www.aboutmcdonalds.com/content/dam/AboutMcDonalds/2.0/pdfs/2014_best_of_green.pdf

Societal Marketing

Most companies have long practiced some form of corporate social and environmental
responsibility with the broad goal, simply, of contributing to the well-being of the
communities and society they affect and on which they depend. But there is increasing
pressure to dress up CSR as a business discipline and demand that every initiative deliver
business results. That is asking too much of CSR and distracts from what must be its
main goal: to align a company’s social and environmental activities with its business
purpose and values. If in doing so CSR activities mitigate risks, enhance reputation, and
contribute to business results, that is all to the good. But for many CSR programs, those
outcomes should be a spillover, not their reason for being.

Recommended reading: RANGAN, Kasturi, CHASE, Lisa, KARIM, Sohel. The Truth About
CSR Harvard Business Review 1/2015

Most companies practice a multifaceted version of CSR that runs the gamut from pure
philanthropy to environmental sustainability to the active pursuit of shared value.
Moreover, well-managed companies seem less interested in totally integrating CSR with
their business strategies and goals than in devising a cogent CSR program aligned with
the company’s purpose and values. To maximize their positive impact on the social and
environmental systems in which they operate, companies must develop coherent CSR
strategies.

Corporate Involvement in

Society: A Strategic Approach

Generic Social Value Chain Social Dimensions
Impacts Social Impacts  of Competitive
Context
T TP e ettt M
Good citizenship ~ Mitigate harm ! Strategic philanthropy '
from value chain | that leverages capa-
activities y bilities to improve
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1

1

1

i

i

! 2 salient areas of
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CSR while reinforcing CSR
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Recommended reading: PORTER, Michael E., KRAMER, Mark R. Strategy and
Society: The Link Between Competitive Advantage and Corporate Social
Responsibility. Harvard Business Review 12/2006

THE PROBLEM

Many companies’ CSR
initiativas are disparate and
uncoordinated, run by a variety
of managers without the active
engagement of the CEQ. Such
firms cannot maximize their
positive impact on the social
and environmental systems in
which they operate.

THE SOLUTION

Firms must develop coherent
CSR strategies, with activities
typically divided among three
theaters of practice. Theater
one focuses on philanthrepy,
theater two on improving
operational effectiveness, and
theater three on transforming
the business model to create
shared value.

NUMBER OF RESPONDENTS 142
INDUSTRIES REPRESENTED Manufacturing, consumer packaged goods, extractive
minerals, financial services, media, telecommunications, and others

NUMBER OF CSR PROGRAMS UNDER WAY IN THE RESPONDENTS’ FIRMS 1,072

48%

BENEFITS

39%

THEATER 1PHILANTHROPY THEATER 2 OPERATIONAL IMPROVEMENTS

THE STEPS

Companies must prune existing
programs in each theater to
align them with the firm’s
purpose and values; develop
ways of measuring initiatives’
success; coordinate programs
across theaters; and create an
interdisciplinary management
team to drive CSR strategy.

BUSINESS-MODEL TRANSFORMATION

Percent of respondents who identified the following as top benefits of their firms’

CSR initiatives:

THEATER1
PHILANTHROPY

Improves company’s
social standing: 84%
Supports company’s
philanthropic

priorities: 77%

Increases employee
motivation: 67%

BUSINESS IMPACTS

THEATER 2
OPERATIONAL
IMPROVEMENTS

Improves company’s
social standing: 94%

Improves company’s
environmental
impact: 62%

Protects resources
on which the company
depends: 58%

THEATER 3
BUSINESS-MODEL
TRANSFORMATION

Creates an important
solution to a social/
environmental
problem: 89%
Promises long-term
gains: 82%

Addresses senior

management’s social/
environmental
mission: 82%

Percent of respondents who identified the following as impacts (THEATER 1and THEATER 2)

or anticipated impacts (THEA

Increased revenue: 13%

Increased costs: 41%

3) of their firms’ CSR initiatives:

Increased revenue: 32%

Reduced costs: 32%

Increased costs: 35%

SOURCE KASTURI RANGAN, LISA CHASE, AND SOHEL KARIA-Tij-18

Increased revenue: 31%
Reduced costs: 35%

Increased costs: 36%
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« Relationships with universities « Financial reporting « Education & job training « Procurement & supply chain

« Ethical research practices « Safe working conditions practices (e.g., bribery, child
practices {e.g., anima! testing « Government - A, labor, conflict diamonds,
SOC i eta I M a r ket i n GMOs! practices * Diversity & dlscnmmat;on“ pricing to far.mers).
g « Product safety « Transparency « Hezalth care.& othc—lr.benems . :Jesgs g; i[;?;lfll-.‘l;}a.' inputs
« Conservation of raw materials « Use of Iobbying « Compensation policies el "
nside-out perspectlve I°HGCYC|IHQ - | | | fesources |

\ /’
Firm Infrastructure
(e.g.. financing, planning, mvestor relations)

Human Resource Management

Technology Development
le.g.. product design, testing., procsss desgn, matenal research, market rasearch)

Support Activitios

Procurement
(2.g., compongnts, machinery, advertising, & services)

Inbound Operations QOutbound  Marketing &
Logistics _Sales

8 le.g., s3%&s
-::' 'T.E.fn:at‘:-’,
< branch
g operations)
| : | | R | | ? | | v £t | | E
« Transportation * Emissions & waste » Packaging use * Marketing & advertising » Disposal
impacts (e.qg., « Biodiversity & and disposal {e.qg., truthful advertising, of obsolete
emissions, con- e (McDonald's advertising to children) products
g ecological impacts | hell
gestion, logging Sl « Pricing practices (e.g., « Handling of
roads) * Energy & water . : Bekrnraiaid
usage . Transportauon price discrimination consumables
impacts among customers, (e.g., motor
« \Worker safety & anticompetitive pricing oil, printing
labor relations practices, pricing policy ink)
« Hazardous materials to the poor) « Customer
« Consumer information privacy
« Privacy

Seurce: Michael £. Porter, Competitive Advantage: Creating and Sustaining Supericr Performance, 1985
— CSR mingles across the whole value chain

— Since the value chain should include all activities and processes that participle in value
delivery, it could be used to identify either positive or negative impacts of such processes
and activities
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Outside-in perspective

» Awailability of human resources (Marrioft’s job
training}

» Access 1o research institutions and universities
(Microsoft's Working Connections)

+ Efficient physical infrastructure
« Efficient administrative infrastructure

« Availability of scientific and technological
infrastructure (Nestlé's knowledge
transfer to milk farmers)

+ Sustainable natural resources
(GrupoMueva's water
conservation)

« Efficient access to capital

Factor (Input)
Conditions

Presence of high-
quality, specialized
inputs available
to firms

« Availability of local suppliers
(Sysco's locally grown produce;
Mestlé’s milk collection dairies)

« Access to firms in related fields

+ Presence of clusters instead of isolated
industries

Context for
Firm Strategy
and Rivalry

The rules and
incentives that
govern competition

Related and
Supporting
Industries

The local availability

of supporting
industries

« Fair and open local competition
(e.g., the absence of trade barriers,
fair regulations)

« |[ntellectual property protection

s Transparency (e.g., financial report-
ing, comuption: Extractive Industries
Transparency Initiative)

« Rule of law (e.g., security, protection
of property, legal system)

« Meritocratic incentive systems
[e.g., antidiscrimination)

Local Demand
Conditions

The nature and
sophistication of
local customer
needs

« Sophistication of local demand (e.0.
appeal of social value propositions:
Whole Foods' customers)

« Demanding regulatory standards
{California auto emissions &
milzage standards)

« Unusual local needs that can be
served nationally and globally
{Urbi's housing financing, Unilever's
"bottom of the pyramid”™ strategy)

Source: Michael E. Porter, The Competitive Advantage of Nations, 1990

— Besides the inside-in perspective, the company has to analyze the surrounding
environment/context — societal conditions, infrastructure, law and regulations, ...

— These aspects influence CSR as well (relation to external analysis)
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Societal Marketing

* (SR reporting seen-becomes is required for some types of businesses in EU
* In certain countries, spending on CSR is mandatory (i.e. in India, 2 %)

* In Czech Republic, companies spend on CSR 2—-4 % of their profits (in average), in Wester
Europe or US often more that 10 % (Udalosti CT, 3. 2. 2015)

* There are also critical voices on CSR
Recommended reading: SMITH, H. Jeff The Shareholders vs. Stakeholders Debate. MITSloan Management Review, Summer 2003

Most managers believe that there is a critical trade-off between serving customers and shareholders. The present study demonstrates that
creating value for customers and shareholders are not two completely distinct goals, as the business press and managers fear; innovation can
create value for shareholders by satisfying customers. However, results also indicate that a crucial trade-off between satisfying consumers and
creating value for investors is indeed present, as those same factors (i.e., firm’s branding strategy and level of market dominance, industry-level
competitive intensity) that enhance the effects of innovation on customer satisfaction depress the effects of innovation on firm value, and vice
versa.

Rubera, G., & Kirca, A. H. (2017). You gotta serve somebody: the effects of firm innovation on customer satisfaction and firm value. Journal of
the Academy of Marketing Science, 1-21.

v 14-fij-18 Tomas Kincl 26


http://www.theguardian.com/sustainable-business/eu-non-financial-reporting-how-richard-howitt
http://businesstoday.intoday.in/story/cos-spending-2percent-csr-multiplier-effect-chidambaram/1/200499.html
http://sloanreview.mit.edu/article/the-shareholders-vs-stakeholders-debate/
http://education-portal.com/academy/lesson/business-ethics-corporate-social-responsibility.html

Creating Shared Value
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First published

PORTER, M.E. KRAMER, M. P. Strategy and society: The link between competitive

CSV — Creating Shared Value

of the community

needs but by societal needs

We believe that CSR is a different—if overlapping—concept from creating shared
value. Corporate social responsibility is widely perceived as a cost center, not a
profit center. In contrast, shared value creation is about new business opportunities
that create new markets, improve profitability and strengthen competitive
positioning. CSR is about responsibility; CSV is about creating value.

CSR perceived just as a tool how to improve reputation,
reducing risks, filantrophy, not aligned with profit
maximization; driven by external stakeholders

CSV —create competitive advantage through creating

companies often perceived as prospering at the expense

CSV defines markets a not just by conventional economic

advantage and corporate social responsibility. Harvard business review, 12/2006.
PORTER, M.E. KRAMER, M. P. Creating Shared Value. Harvard business review, 1-2/2011.

CSR csv
Corporate
Motivation r.eputat|on and Competitive
license to advantage
operate
Driver External Corporate
Stakeholders Strategy
Social and
Measurement Spending economic value
created
CSR Across the
Management
Departments whole company
Large-scale
] . Successful \
Social Benefit . sustainable
projects
change
Business Risk reduction New Business
Benefit and Goodwill Opportunities

shared value for both company and the community;

Corporate Social Responsibility (CSR)

Creating Shared Value (CSV)

creating new business opportunities, aims to create
large-scale sustainable changes in the society

CSR is fundamentally about taking resources from the business, and investing those
resources in being a good corporate citizen: recycling, giving money to social causes,
reporting on social and environmental impacts, and engaging employees in community
works.

Shared Value is aimed at changing how the core business operates—strategy, structure,
people, processes and rewards—in order to deliver triple bottom line returns.

The fundamental distinction is that CSR is about doing something separate from the
business and CSV is about integrating social and environmental impact into the business,
using that integration to drive economic value.

CSR and CSV: What'’s the Difference?

* Corporate values and corporate citizenship

* Corporate philanthropy: sharing money the
company has already made

# Contributions-in-kind, pro-bono service and
volunteerism: sharing the company’s products,
expertise, talent and time

* Corporate sustainability
* Cause related marketing

* Compliance with community, national and
international standards

* Reputation management
* Employee recruitment & retention

* Risk management; changing business practices
in response to external pressure

* Typically led by CSR, Marketing, Corporate
Communications, External/Public/Government
Affairs, Community Relations, Sustainability and
Foundation departments

* Design new products and services that
meet social and environmental needs while
simultaneously delivering a financial return

* Access new markets

* Reconfigure and secure the value chain by
tapping new or better resources and partners to
improve productivity

* Improve the capabilities (skills, knowledge,
productivity) of suppliers

* Create local clusters to strengthen and capture
economic and social benefits at the community
level

* Deploy corporate assets to achieve scale and
spur investment

* Typically led by CEOQ, senior executive team and
individual champions across the company in
close collaboration with corporate affairs and
sustainability departments



https://www.sharedvalue.org/sites/default/files/resource-files/CFR-047 Corporate Social Responsibility White Paper_FINAL.pdf
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Creating Shared Value

*  Examples

Nielsen Helps to Map the Meal Gap: Nielsen, a global information and measurement company, recently teamed up with Feeding
America on a pro bono project to provide data for the Map the Meal Gap report—a landmark study that arms food banks with
information to advocate for funding and public awareness about hunger. Not only did this project have large-scale social impact, it
helped the company cement its brand as a corporate citizen, and improved employees' skills and engagement levels.

FedEx: When Hurricane Sandy pulverized parts of the East Coast in 2012, FedEx answered the call to serve by providing $1.5 million in
aid, and by delivering almost four million pounds of relief aid for agencies such as the American Red Cross, Heart to Heart
International, Direct Relief and The Salvation Army. FedEx volunteers delivered everything from meals and clothing to water and medical
supplies. They provided logistical expertise to deliver more than 85 generators to LaGuardia Airport, police stations and even polling
stations to help residents vote during the 2012 presidential elections. As a result of that effort and the company's broader community
engagement program, FedEx has seen a boost to employee satisfaction, loyalty, leadership development, and brand value.

Novartis: They saw a shared value opportunity in selling their pharmaceuticals in rural India, where 70% of the population lives. The
obstacle was not the prices they charged but the social conditions in the region: a chronic lack of health-seeking behaviour in the
community, healthcare providers with virtually no healthcare training, and tens of thousands of local clinics without a reliable supply
chain. Looking through a shared value lens, Novartis saw these social problems as business opportunities: they hired hundreds of
community health educators, held training camps for providers, and built up a distribution system to 50,000 rural clinics

Southwire: a US company that manufactures wire and cable in a small town in Georgia. Their machinists were retiring and the local high
school, burdened by a 40% dropout rate, wasn't producing the workforce they needed. So Southwire partnered with the school, opened
a factory nearby to employ the most at-risk students, part-time, using attractive wages as an incentive, and mentored their academic
performance. Nearly 100% of the students in the Southwire program completed high school, and 1/3 went on to become Southwire
employees. And, by the way, that factory near the school generates a million dollar annual profit.

Better ways of doing business: Creating Shared Value, Examples of Shared Value in Action
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Highest level, develop and maintain multiple perspectives on the company’s commercial

activities

Customers
Channels
Partners
Suppliers

Senior management
Marketing department
Other departments

Internal
Marketing

Holistic
Marketing

Ethic
Environment
Legal
Community
Corporate Social

Responsibilty

A holistic marketing concept is based on the development,
design and implementation of marketing programs, processes
and activities that recognize the breadth and interdependencies.
Holistic marketing recognizes that ‘everything matters’ with
marketing and that a broad, integrated perspective is necessary
to attain the best solution

KOTLER, P., KELLER, K.L. (2012) Marketing Management.14t
ed.Pearson

Communications
Products & Services
Channels

High performers excelled in their ability to leverage customer
insight, communicate a societal purpose, and deliver a rich
customer experience. They also demonstrated superior cross-
functional collaboration, strategic focus, organizational agility,
and training. New, fluid organizational structures facilitate these
capabilities.

Marketing has become too important to be left just to the
marketers. All employees, from store clerks to IT specialists,
must be engaged in it.

Recommended reading: SWAAN ARONS, Marc, DRIEST, Frank,
WEED, Keith. The Ultimate Marketing Machine. Harvard
Business Review 7/2014
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Holistic Marketing

* Includes Internal marketing — all employees are familiar with what the company ol
stands for, better customer and sales support, better value delivery; align every :
aspect of internal operations to better provide value to customers

R&D sales |

Spend time meeting customers and listening to their problems. Have specialized knowledge of the customer’s industry.
Welcome the involvement of marketing, manufacturing, and other departments to

. Strive to give the customer “the best solution.”
each new project.

Benchmark competitors’ products and seek “best of class” solutions. Make only promises that they can keep.

Solicit customer reactions and suggestions as the project progresses. Feed back customers’ needs and ideas to those in charge of product development.
Continuously improve and refine the product on the basis of market feedback. Serve the same customers for a long period of time.

Proactively search for the best suppliers. Set a high standard for service delivery time and meet this standard consistently.

Build long-term relationships with fewer but more reliable,high-quality suppliers. Operate a knowledgeable and friendly customer service department that can answer
Don’t compromise quality for price savings. ques-tions, handle complaints,and resolve problems in a satisfactory and timely
Manufacturing manner.

Invite customers to visit and tour their plants.
Visit customer plants. Prepare periodic “profitability" reports by product, market segment, geographic areas
Willingly work overtime to meet promised delivery schedules. (regions, sales territories),order sizes, c hannels,a nd individual customers.

Continuously search for ways to produce goods faster and/or at lower cost. L . .
- - g = Prepare invoices tailored to customer needs and answer customer queries
Continuously improve product quality, aiming for zero defects.

. . . courteouslyand quickly.
Meet customer requirements for “customization”where possible. ¥ q y

Marketing  finance |

Study customer needs and wants in well-defined market segments. Understand and support marketing expenditures (e.g.,image advertising) that

Study customer needs and wants in well-defined market segments. produce long-term customer preference and loyalty.

Allocate marketing effort in relation to the long-run profit potential of the targeted Tailor the financial package to the customer’s financial requirements.

segments. Make quick decisions on customer creditworthiness.

Develop winning offers for each target segment.
Measure company image and customer satisfaction on a continuous basis. Send out favorable news about the company and “damage control”unfavorable news.
Continuously gather and evaluate ideas for new products,product improvements, and Act as an internal customer and public advocate for better company policies and
services. practices.

Urge all company departments and employees to be customer centered. Source: KOTLER, P., KELLER, K.L. (2012) Marketing Management.14th ed.Pearson
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Holistic Marketing

* Includes Integrated marketing — all marketing efforts — across television, radio, print,
Internet, and in person — are presented in a similar style that reinforces ultimate message

Marketing
'Operations

Customers
@
A

N ..

Finance & Planning, | S *
J { ~ o
;‘ ’. \'\__;/?;?cs;zn“ Engagement Q m */]
hf"* 0 o, 9 Custome < el
r w - \'_ m Real-time ;}
’L*T ”‘ g =2 l \'\teractlons \y

Marketing ?'f N / LG @ . Lf’” < edia
Analytics Mm\kﬁ . ‘S“E-"'—""//

Advertising

Heineken Store Amsterdam

MEST3E21 OROLOER

e GEEEE . CEEED

Integrated Marketing Remains The Holy Grail For

Marketers And Consumers

Company respondents
Figure 1: Cross-channel marketing capabilities

Our priority is for all marketing activities to
be integrated across channels

687%

adapt our
channel mix accordingly

We have cross-functional / cross-silo teams
to facilitate
integrated marketing

We understand our customers' journeys and

'We have measured the financial results of
conducting - 19%
cross-channel / integrated marketing
We have measured the customer retention
benefits of

I
conducting cross-channel / integrated - bk

marketing

0% 10% 20% 30% 40% 50% 60% 70%
Cross-Channel Marketing Report 2014

Heineken Departure Roulette
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5 Inspiring Examples of Integrated Marketing
Campaigns

5 Killer Integrated Marketing Cases A0 Draw
Instant Inspiration From
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7 BIG ON BENEFITS

Subway Reveals How it Used its Loyalty Scheme to Increase Purchases
fm.vse.cz

Holistic Marketing ———

* Includes Relationship marketing — building long-term satisfying relations with

key partners — customers, suppliers, distributors, in a broader perspective all stakeholders
— Focus on partners and customers rather than on the company’s products
— Emphasis on customer retention and growth than on customer acquisition
— Building marketing network
— Mingles through all elements of marketing mix

* Products are customized to the customers’ preferences, developed and designed
cooperatively with suppliers and distributors

* Price based on the relationship with the customer and the bundle of features and
services ordered by the customer (individual pricing, bundling)

* Direct marketing to the customer, reducing the role of intermediaries; customers
choose the way they want to order, pay for, receive, install, or even repair the product

* Individual communication and dialogue with customers; integrated marketing
communications, exchange of information with partners, building marketing network

— Customer relationship management, loyalty programmes, data-mining, ...

Starting May 8, Apple will begin contacting
those who are eligible for an iPhone
upgrade by email. This means if you're
using an older model, such as an iPhone 4,
4s, or 5, you might get a promotional email
from Apple this week encouraging you to
upgrade to a 5s or 5c.

Apple Plans To Boost iPhone Sales With A
Big Promotion That'll Entice You To Upgrade

We have discovered that one of the most useful
dimensions was just to calculate net ratio of all clients
deposits to his obligations... This allowed us to identify
customers with high deposits (named them Investors)
and to discover clients with high loans/obligations. Both
groups are valuable to our company

Segmentation of 5 million Ceska spofitelna customers



https://subcard.subway.co.uk/cardholder/home_uk.html
http://www.businessinsider.com/apple-iphone-promotion-2014-5
http://www.sas.com/cs_cz/customers/local/ceska-sporitelna-segmentation.html
http://www.totalcustomer.org/2013/07/30/subway-reveals-loyalty-scheme-increase-purchases/

Holistic Marketing

the nature of products or customers characteristics

— Company should discover the nature of its relation with customers

to respond appropriately

One of the aims of the scheme is to use the data collected from
customers to ensure they're sent relevant offers and Subway knows the
best channel to communicate with them. "We have to make sure all
offers are relevant," said Shetal. "We won't send an offer for a bacon
and cheese sub to a vegetarian customer. It's complicated and
expensive to do, but worth it." The focus is on segmenting offers and
not over saturating customers, "they don't want constant messages."
Subway Reveals How it Used its Loyalty Scheme to Increase Purchases

BIG ON BENEFITS

CHECK IT OUT

Register 8 Card®  Gota Card © Cord Benefits @ Flavor at Work ©

Recommended reading: AVERY, Jill, FOURNIER, Susan, WITTENBRAKER, John. Unlock the
Mysteries of Your Customer Relationships. Harvard Business Review 7/2014

The customer enters the
relationship to cbtain a
good product or service at
a fair price. The customer
is looking for dependability
and doesn’t want to have
to think or do too much.

A loyal customer sticks
with a toothpaste brand.

The customer is looking
for intimacy and emotional
support. He or she wants
a two-way flow of honest
communication and
expects that the company
won't disclose personal
information or take
advantage of his or

her vulnerability.

EXAMPLE

A retail customer expects
to be notified in advance
of changes in operations or
prices, or of other relevant
business decisions, and the
customer offers loyalty and
understanding in return.

The relationship between customers and company can be influenced (not only) by

The customer wants to
work with the company as
a valued and reliable
partner to solve problems
over the long term.

A customer of a grocery
delivery service provides
a stream of sensible
suggestions for improving
service, and the company
follows up on the ideas.

The customer is looking
for sustained interaction
but doesn’t want a close
or emotional relationship.
He or she expects that the
company will not make
demands or limit his or
her freedom to associate
with others.

EXAMPLE

A beer lover wants to
choose from a large
selection of brews to suit
different occasions and
resists individual brands’
efforts to win his Loyalty.

v 14-Fij-18

The customer wants to
experiment with a new
identity. He or she
expects the company to
provide excitement,

fuel his or her passion
during every interaction,
and not encourage
reflection or rational
thinking about purchases.
EXAMPLE

A customer of a watch
company delights in—and
purchases—a steady
stream of new models with
darzling designs.

The customer enters this
type of relationship to
intensify feelings of self-
worth. He or she demands
that the company listen,
anticipate his or her
every need, satisfy every
demand, and not ask
guestions.

EXAMPLE

An online retail customer
cuts off her relationship
after a series of small
service infractions that

signal disrespect.
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Holistic Marketing

* Relationship marketing has developed
together with spread of new technologies
and e-commerce

Mass marketing
A focus upon predicting what
customers want and then
producing it
1950s-1970s

One-to-one marketing
A focus upon customers as
individuals and proactive tailoring
of solutions to meet individual
needs

— Individual communication and
dialogue, product customization,
price adjustments, ...

Table 1.2

Just-in-time
The tailoring of products and
systems in response to market
and technological issues

1970s

Marketing's four paradigms: the shift frorm mass marketing to electronic marketing

1990s—

Time based competition
The tailoring of products and
systems in response to group and
individual customers needs
1980s

Mass marketing (traditional
paradigm})

Target marketing (transitional
paradigm)

Customer marketing (the new
paradigm}

Electronic marketing (the
emerging paradigm)

Hey Mazs zelling Marketing segmentation A focus upon key customers and The Intermet
characteristics database management

Underlying s Consumers are satisfied n Markets consist of distinct and e Databases enable organizations  w Customer are more
assumplions and with & standard product definable groups to store and interrogate demanding, mars
approachas w Resellers are used to reach  w Success is gained from clear customer infarmation to provide discriminating and less

lhe cansumer
s Heavy advertisers will ba
successiul

customer largeling and the
development of a strang
pasition within particular
aegments

m Targeting can be achieved
through market analysis

insight

s Ferformance i improved by
focusing on individual's needs

s The costs of customization are
reducing all the time

» Technelogy now allows for direct
marketing

layal; they demand mare
infarmatian and are
capable of processing this
effectively

Buyers want 24-hour
access to develop a
dialogue

Markals are increasingly
global in their nature

Weaknessas and
failings

s A lack of facus and the
subseguent waste of
rEs0urces

w It ignares the demand for
indwidual responses

s Large and prafitable segments
attract numercus players

» Customers shift from one
segment to ancther and
may belong o contradictary
sepments

= Segments may be illusory

s Some financial services
arganizations

s 'Databases” are often just lists
of names and addresses rather
than detailed customer profiles

» Database management and
dalabase mining skills are offen
miere limited than i needad

Customers may be
concernad about securily
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What is Strategy

* from Ancient Greek stratégia “office of general, command, generalship”), from stratégds
“leader/commander of an army” from stratds “army” +ago, “I lead, | conduct”

Strategic positioning means performing different activities from rivals’ or performing similar activities
in different ways. The essence of strategy is choosing to perform activities differently than rivals do.
Strategy is the creation of a unique and valuable position, involving a different set of activities.
Recommended reading: PORTER, Michael E. What Is Strategy? Harvard Business Review 11/1996

*  Types of strategic actions/moves
— Antagonistic

* Eliminate the enemy, antagonism, fight
without rules

— Analogical to: military campaign
Competitive

* Become better, succeed in competition
fight within the rules

— Analogical to: sport
confused

* Confuse and outsmart opponents,
bluffing

* Analogical to: poker game

Strategy defines

1. What is our business?

2. Who is the customer?

3. What is value to the customer?
4, What will our business be?

5. What should it be?
DRUCKER, P. F. (1954). The practice of management. New
York: Harper & Brothers

Strategic planning is the continuous process of making
present entrepreneurial (risk-taking) decisions systematically
and with the greatest knowledge of their futurity; organizing
systematically the efforts needed to carry out these
decisions; and measuring the results of these decisions
against the expectations through organized, systematic
feedback.

DRUCKER, Peter (2012). Management. Routledge
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What is Strategy

*  Typical decisions when formulating a strategy
— Market/Industry entry
— Leaving market/industry
— Resources allocation
— Expansion — acquisitions, fusions, joint-ventures, foreign markets
— Diversification

— Defense against competitors’ attacks or acquisitions

Companies have a unique strategy when (1) they have defined a clear target market and need, (2)
developed a distinctive and winning value proposition for that market, and (3) arranged a distinctive
supply network to deliver the value proposition to the target market.

KOTLER, Philip (2011). Marketing insights from A to Z: 80 concepts every manager needs to know.
John Wiley & Sons

— Strategy taxonomies in marketing, according to —i.e. elements of marketing mix (product,
pricing, promotion, distribution strategy); market trends (strategies for growth, harvesting);
competition (cooperative, offensive, defensive); according to industry/product life cycle
stages; targeting (undifferentiated, differentiated, concentrated); objectives (growth,
defense, divest); ...
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What is Strategy

*  Characteristics of strategy:
— Focus on the future

49 % of B2B companies doesn’t have marketing goals & objectives specified,
Marketing department is not involved on strategy formulation in 41 % B2B companies and 43 % of
companies allocates less than 0,5 % of their turnover

SOUKUP, T. Polovina B2B firem marketing prakticky nedéla. MARKETING SALES
MEDIA. ro€. 2013, €. 4, s. 28.

— Focus on outputs/results, goal achievement

— Succeed in competition, better exploit opportunities, achieve benefits or advantages

— Contingency and variability

Top
nagement
Middle

management

Lower, first line
management

Strategic level of management
Long-term perspective, vision, mission, objectives & goals,
assessing strategic alternatives, analyzing markets and
competititon resources allocation

Tactical level of management
Medium-term perspective, elaboration
of objectives & goals to sub-levels, how
to achieve them, analyzing impacts of

strategies on company/environment

Operational management
Short-term perspective, manuals,
guidelines, managing operations on
the lowest level
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On which level of marketing are marketing strategies being formulated?
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Strategy x Business Model

Strategy is not Business model

Business model reflects strategy and develops it in to further levels

% Components of a Business Model §’=

Strategic Choices

Customer (Target Market, Scope)
Value Proposition
Capabilities/Competencies
Revenue/Pricing

Competitors

Output (Offering)

Strategy

Branding

Differentiation

Mission

Suppliers

Customer Information
Customer Relationship
Information Flows

Product/Service Flows

Resources/Assets

Create Value |_.

Processes/Activities

_[ Capture Value i_

Cost
Financial Aspects
Profit

SHAFER, Scott M.; SMITH, H. Jeff; LINDER, Jane C. The power of business
models. Business horizons, 2005, 48.3: 199-207.

— Strategic choices — decisions about markets, targeted customer segments, pricing, product

differentiation, ....

A business model isn’t the same thing as a
strategy, even though many people use the
terms interchangeably today. Business
models describe, as a system, how the
pieces of a business fit together. But they
don’t factor in one critical dimension of
performance: competition. Sooner or later—
and it is usually sooner—every enterprise
runs into competitors. Dealing with that
reality is strategy’s job.

— Creating value — structure of resources/processes, alignment of resources and structure,
how the resources are being transformed into desired outupts

— Capturing value — how the value for customers is being transformed into value for company

(shareholders), financial aspects

— Value network — includes partners participating in creating the value. Extends the
perspective of company’s resources. Role of the company in value network determines

business model
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Strategy x Business Model

A business model isn’t the same thing as a strategy, even though many people use MONDAYJ“C%,L@"?('}?%T JULY7th.

the terms interchangeably today. Business models describe, as a system, how the
pieces of a business fit together. But they don’t factor in one critical dimension of
performance: competition. Sooner or later—and it is usually sooner—every
enterprise runs into competitors. Dealing with that reality is strategy’s job.

To see the distinction between a strategy and a business model, you need only look
at Wal-Mart. You might think that the giant retailer’s success was a result of
pioneering a new business model, but that’s not the case. When Sam Walton
opened his first Wal-Mart in 1962 in the hamlet of Rogers, Arkansas, the discount-
retailing business model had been around for a few years. It had emerged in the
mid-1950s.

Walton heard about the new discount stores, visited a few, and liked their potential.
In 1962, he decided to set out on his own, borrowing a lot of ideas for his early
stores from Kmart and others. But it was what he chose to do differently—the ways
he put his own stamp on the basic business model—that made Wal-Mart so B | o\ ) AT IS BACT AKD FAST GLOBAL CROWTHL NEXICD HAS TH
fabulously successful. His model was the same as Kmart’s, but his strategy was BER OF WAL-MART STORES OUTSIDE TH OBALPOST MAPS OUT ITS INTERNATIONAL REACH BY STOR

unique.

719 Walnut Ave.
ROGERS, ARK.

You Must Save at Wal-Mart §
OurPolicy Guarantees It~ |

v

From the very start, for instance, Walton chose to serve a different group of ANAD
customers in a different set of markets. The ten largest discounters in 1962, all gone

today, focused on large metropolitan areas and cities like New York. Wal-Mart’s .
“key strategy,” in Walton’s own words, “was to put good-sized stores into little one-
horse towns which everybody else was ignoring.”? He sought out isolated rural q : DIA
towns, like Rogers, with populations between 5,000 and 25,000. Being a small-town Uac
guy himself, Walton knew the terrain well. The nearest city was probably a four-

hour drive away. He rightly bet that if his stores could match or beat the city prices, .
“people would shop at home.” And since Wal-Mart’s markets tended to be too ARGENTINA DR NRLD )
small to support more than one large retailer, Walton was able to preempt e

competitors and discourage them from entering Wal-Mart’s territory.

Recommended reading: MAGRETTA, Joan. Why Business Models Matter. Harvard
Business Review 5/2002
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° ° ° Recommended reading: RICART, Joan E.; CASADESUS-MASANELL, R. How

B u SI ness mOd el I n tl me to Design A Winning Business Model. Harvard Business Review, 1-2/2011
Strategy has been the primary building block of competitiveness over the past three decades, but in the future, the quest for sustainable advantage may
well begin with the business model. While the convergence of information and communication technologies in the 1990s resulted in a short-lived
fascination with business models, forces such as deregulation, technological change, globalization, and sustainability have rekindled interest in the
concept today. Since 2006, the IBM Institute for Business Value’s biannual Global CEO Study has reported that senior executives across industries regard
developing innovative business models as a major priority. A 2009 follow-up study reveals that seven out of 10 companies are engaging in business-

model innovation, and an incredible 98% are modifying their business models to some extent. Business model innovation is undoubtedly here to stay.

H H There has never been as much  However, most companies ous cycles—similar to the even use the cycles to turn
[ ]
BUSIneSS mOdel Contlnua”y eVOIVeS interest in business models still create and evaluate powerful effects high-tech competitors into comple-
as there is today; seven out business models in isola- firms such as Facebook, eBay, mentary players.
—_— 1 1 1 of 10 com ies are trying to tion, without considering the  and Microsoft enjoy. These This is neither strategy nor
The In novatlon Comes In CyCIeS create innﬁ%v‘e bll:l?l'g implications of how they will  cycles, when aligned with tactics; it’s using business
models, and 98% are modify~ interact with rivals” business  company goals, reinforce models to gain competitive
. 'S;:' rdi models. This narrow view competitive advantage. advantage. Indeed, com-
RYANAIR’S KEY VIRTUOUS CYCLES 't"g exi 'nnf ones, according e many to failure. By making the right panies fare poorly partly
0 A recernt survey. - N . .
CYCLE 1 Low fares > High volumes : > Greater bargaining power with suppliers : - Lower fixed costs »» Even lower fares Y Moreover, compames i choices, oompa'lm&ﬁ Cﬂ" because they don't recognize
CYCLE 2 Low fares »> High volumes - > High aircraft utilization -+ Low fixed cost per passenger > Even lower fares often don’t realize that busi-  strengthen their business the differences between
CYCLE 3 Low fares »» Expectations of low-quality service »» No meals offered - » Low variable costs »» Even lower fares ness models can be designed  models’ virtuous cycles, strategy, tactics, and busi-
so that they generate virtu- weaken those of rivals, and ness models.

This depiction of Ryanair’s business model in the 1980s highlights the
airline’s major choices at the time: offering excellent service and operating
with a standardized fleet. The airline was forced to redesign its business
model in the face of stiff competition.

Large

volume
REPUTATION FOR
FAIR FARES >\
FEW TICKET
RESTRICTIONS

Economies of scale

Low fares
FIRST-RATE 44-5SEAT
CUSTOMER TURBOPROPS
SERVICE
LEAN STAFF
¥
Low
cost

Ryanair’s current business model rests on the key choices of offering customers
low fares and providing nothing free. The rigid consequences include a reputation
for fair fares and low fixed costs. Ryanair’s choices are aligned with its goals,
generate cycles that reinforce the business model, and are robust given that it has
been operating as a low-cost airline for 20 years.
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Strategic Planning

Differs from business planning

Systematic and continuous process of defining
strategy, and deciding on allocating resources to
pursue the strategy

Long-term horizon

Strategy must be aligned with other elements of the
organization (structure, culture

McKinsey 7 S framework

— Introduced in 1980s

Recommended reading: PETERS, Tom, WATERMAN Robert. Structure is not
organization. Business Horizons, 1980

— Each organization consists of
* Hard elements (strategy structure, systems)
* Soft elements (shared values,skills, staff, style)
Objectives of Strategic Planning:
— Increase company performance
— Analyze potential responses on changes
— Align organizational structure with processes

Strategic planning criticism

Recommended reading: MINTZBERG, Henry. The Fall and Rise
of Strategic Planning. Harvard Business Review 1/1994

Strategic planning isn’t strategic thinking. One is analysis, and
the other is synthesis. Planners should make their greatest
contribution around the strategy-making process rather
than inside it. Planning has always been about analysis—about
breaking down a goal or set of intentions into steps,
formalizing those steps so that they can be implemented
almost automatically, and articulating the anticipated
consequences or results of each step. Strategic thinking, in
contrast, is about synthesis. It involves intuition and creativity.
The outcome of strategic thinking is an integrated perspective
of the enterprise. The goal of those who promote planning is to
reduce managers’ power over strategy making.

Sometimes strategies must be left as broad visions, not
precisely articulated, to adapt to a changing environment.

@ .

Shared
Values

— Determine optimal approach how to implement strategy

W& Example: Glowa, Tim: White Paper: Examining Starbucks utilizing the 7s method and less than perfect information, 2001



http://tompeters.com/2011/03/a-brief-history-of-the-7-s-mckinsey-7-s-model/
http://tompeters.com/docs/Structure_Is_Not_Organization.pdf
http://www.glowa.ca/Starbucks_7s_Method.pdf
https://hbr.org/1994/01/the-fall-and-rise-of-strategic-planning/

Strategic Choices and Company Mission/Objectives

VOLVO
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Vision Statement — Solutions for a small planet

Mission Statement — At IBM, we strive to lead in the invention,
development and manufacture of the industry's most
advanced information technologies, including computer
systems, software, storage systems and microelectronics. We
translate these advanced technologies into value for our
customers through our professional solutions, services and
consulting businesses worldwide.

Vision Statement — The Volvo Group’s vision is to be valued as
the world’s leading supplier of commercial transport solutions.
Mission Statement — By creating value for our customers, we
create value for our shareholders. We use our expertise to
create transport-related products and services of superior
guality, safety and environmental care for demanding
customers in selected segments. We work with energy, passion
and respect for the individual.

Vision Statement — becoming the leader in the electricity
market in Central and Southeastern Europe..

Mission Statement — CEZ Group’s mission is to maximize its
return and secure long-term growth in shareholder value.

Vision — optimal desired future state, mental picture of what an organization
wants to achieve over time

Mission — general statement, defines the current state or purpose of
an organization, answers why the organization exists

w4 HARVARD

4 COLLEGE

i

FCION
\\_J/
TOYOTA

PN

Strategies

Goals, Objectives

Vision Statement — Harvard College will set the standard for
residential liberal arts and sciences education in the twenty-
first century. We are committed to creating and sustaining the
conditions that enable all Harvard College students to
experience an unparalleled educational journey that is
intellectually, socially, and personally transformative.

Mission Statement — The mission of Harvard College is to
educate the citizens and citizen-leaders for our society. We do
this through our commitment to the transformative power of a
liberal arts and sciences education.

Vision Statement — To inspire and nurture the human spirit —
one person, one cup and one neighborhood at a time
Mission Statement —To establish Starbucks as the premier
purveyor of the finest coffee in the world while maintaining
our uncompromising principles while we grow

Toyota doesn’t have an official mission but uses its vision
statement instead of it:

Toyota will lead the way to the future of mobility, enriching
lives around the world with the safest and most responsible
ways of moving people. Through our commitment to quality,
constant innovation and respect for the planet, we aim to
exceed expectations and be rewarded with a smile. We will
meet our challenging goals by engaging the talent and passion
of people, who believe there is always a better way.

Goals — general statements of mileposts company needs to meet to achieve its vision
specific, measurable, attainable (agreed), realistic, timed

— A need to define KPIs to determine whether the goals have been achieved
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Strategic Choices and Company Mission/Objectives

° (Bad) example: Czech Post Mission & Strategic Objectives
The mission of Czech Post (“the Company”, “the Post”) is to be a trustworthy

provider of quality services in the area of mediating information, payments and
goods via both traditional and electronic means.
; Czech Post ensures the provision of universal postal services and seeks to make
rozvoje do roku . : o :
2017 —_ them as effeCftlve as possible. Its current §§t|V|t|es are determ_lned by the four key
A SDILENE HODNOTY trends affecting the market and competitive environment, i.e. new technology,
changes in ways of communicating due to booming internet services, changing
customer needs and the liberalization of postal services. Czech Post intends to
continue to work closely with the government through both its dense network of
branches as well as new channels. The Company intends to cooperate closely with
the state administration via both its dense network of post offices and new
channels. It has therefore been appointed as administrator of a unique system of
data mailboxes and the Czech Interior Ministry’s data networks. The Company
Ceska posta je zakaznicky orientovana spoleénost, je souéasti klicové infrastruktury considers improvement of its image in the eyes of the pUb“C to be essential.
a partnerem Geského statu a nese socialni a spoleéenskou zodpovédnost. Aware of its social role and social responsibility, it also wants to be seen as an
attractive employer. Annual report 2013

Hlavni sméry
strategického

Bankovni
a finanéni

LEGISLATIVNI A REGULACNI PROSTREDI

POBOCKOVA A LOGISTICKA SiT, PROVOZNi ZAKLADNA

ZAMESTNANCI A RIDIiCI PROCESY

. Czech Post no longer delivers
on its promises. Email and r
social media took over the
role of traditional communi-
cation.

. Marketing Myopia — common
for previously successful

industries

The view that an industry is a
customer-satisfying process, not
a goods-producing process, is
vital for all businesspeople to
understand. The marketing effort
is still viewed as a necessary con-
sequence of the product—not
vice versa, as it should be. LEVITT, Theodore. Marketing Myopia. Harvard Business Review 7/2004
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Strategic Choices

*  Strategic Choices depend on a plethora of factors — besides others also the industry

Recommended reading: REEVES, Martin, LOVE, Claire, TILLMANNS, Phillipp.
Your Strategy Needs a Strategy. Harvard Business Review 9/2012

down to predictability and malleability

Unpredictable industry where the
company has no power to change
it. More adaptive and flexible
approach is needed (Mintzberg’s
approach — be prepared for
changes, Adaptability: The New
Competitive Advantage)
Constantly refined goals and
tactics. Consumer tastes changes
quickly. Specialty fashion retailing
is a good example

Zara — flexible planning according
to fashion trends, fast design,
manufacturing and distribution,
quick changes in product range
(only 15 % of goods is sold at
discounts)

Predictable industry but
companies can hardly influence —
a classical Porter’s approach —,
long-term planning, traditional
analytical tools like Porter’s 5F,
portfolio analysis, ...

Exxon Mobil or Shell (until new
disruptive technology emerges )

ADAPTIVE
If your industry is unpredictable
and you can’t change it

SHAPING
If your industry is unpredictable
but you can change it

Internet &

Transportation Catalog Retail .
Infrastructure . Electronic Marine
Maniegimgz:lit; Equipment, Construction &
Devel t Instruments & Engineering
evelopmen: Health Care
Companents Technology Software &
. Airlines ! _Internet Software
Semiconductors Metals & " Services
P & Semiconductor Mining i
Biotechnology Equipment ;n;rrgv%cEeqsurpment
Household Trading . .
Buildi Durables Companies & Diversified .
Elocoames png. Auto Distributors Consumer Services
! C%:}?“ﬁg';i& Communications Components
Construction P Equipment . Wirel
Materials Capital i Life Sciences Tools
bt Markets Telecommunication & Services
ectrica . Services
Equipment . Mac:nnery Real Estate
ersona Investment Trusts
' Rotait ) Products (REITs)
:' Leisure Road & Rail Textiles, Apparel g";onr;?ggifnal Hutells, Restaurants
2 Equipment & & Luxury Goods Multiline & Leisure
B Products Retail Software
- Diversified Fhemlcals
a Independent Power Financial o . Containers
u Producers &  Services Oil, Gas & Commercial & Packaging Health Care
= Energy Traders Consumable Services & Providers &
a Fuels Supplies Media Skt
Automobiles T Servi
. evices Health Care
Paper & Forest o Equipment &
Products Finance  ater o Supplies
p iliti Distributors
Commercial Utilities
Banks gg;gsg:ce &
Diversified f
Tobacco S i Telecommunication Insurance
rifts & Mo e Finance Services iliti
Industrial rgag Gas;;gmis i
Conglomerates Multi-Utilities loctri Food & Staples
Air Freight & SR Retailing
Logistics .
nge, 5 Pharmaceuticals
Household age
+ Products

MALLEABILITY

CLASSICAL
If your industry is predictable
but you can’t change it

VISIONARY
If your industry is predictable
and you can change it

SOURCE BCG ANALYSIS

Many industry factors play into the strategy formulation, the options could be narrowed

Three-year total shareholder returns of companies using the right style were 4% to 8% higher

New or young high-growth
industries where barriers to entry
are low, frequent, unpredictable
demand, relative positions of
competitors are in flux, a
company can often radically shift
the course of industry
development. Short or continual
planning cycles,

Facebook overtook other social
networks when opened its
platform for developers (2012 —
over 9 million apps). Similarly
Google and Apple on the mobile

apps market

Company (knows the future) and
has the power to shape the future.
In the beginning of 1990s it
became obvious that e-commerce
cannot develop without
simultaneous development of
logistics companies. UPS invested
some S1 billion a year to integrate
with web providers. e-commerce
delivery market. UPS has snapped
60 % of e-commerce delivery

market
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Strategic Choices

Recommended reading: REEVES, Martin, HAANAES Knut, SINHA Janmejaya.
Navigating the Dozens of Different Strategy Options. Harvard Business Review
24/6/2015

5 Approaches to Strategy

And the business environment in which you might use each one.

RENEWAL

High My resources
* | ADAPTIVE SHAPING aIE scuerey
: > ; , . constrained.
I can’t predict I can'’t predict i
: it, and I can’t it, but can ' High
change it. change it. P
£
]
g
&
5 / &
5 &
o )
& gy
% E
: CLASSICAL VISIONARY
I can predict I can predict
it, but I can’t it, and I can
i change it. change it. &
Low Low
Low < wor MALLEABILITY --ooeeeeee> High

The renewal approach to strategy aims to restore the vitality and competitiveness
of a firm when it is operating in a harsh environment. Such difficult circumstances
can be caused by a protracted mismatch between the firm’s approach to strategy
and its environment or by an acute external or internal shock.

When the external circumstances are so challenging that your current way of doing
business cannot be sustained, decisively changing course is the only way to not
only survive, but also to secure another chance to thrive. A company must first
recognize and react to the deteriorating environment as early as possible. Then, it
needs to act decisively to restore its viability—economizing by refocusing the
business, cutting costs, and preserving capital, while also freeing up resources to
fund the next part of the renewal journey. Finally, the firm must pivot to one of the
four other approaches to strategy to ensure that it can grow and thrive again. The
renewal approach differs markedly from the other four approaches to strategy: it is
usually initially defensive, it involves two distinct phases, and it is a prelude to
adopting one of the other approaches to strategy.

Renewal has become increasingly common because of the number of companies
getting out of step with their environments.

Comparing When, Where, and How to Use the Different

Approaches to Strategy

Core idea, or
what it takes

« Be big

« Be fast

« Be first

« Be the
orchestrator

« Be viable

Type of o Predictable, e« Unpredictable, e Predictable, e« Unpredictable, « Harsh
environment nonmalleable  nonmalleable  malleable malleable
Industries « Utility * Semi- e Notindustry « Some « Financial
where « Automobile conductors specific (create software institutions in
?n%ﬂgo‘f;;%&f « Oil and gas » Textile retail ne.\.rv,.disrupt * Smartphone thle ?008—09
applicable existing) apps crisis
Indicators o Lowgrowth e Volatile e High growth  « Fragmentation « Low growth,
of the « High growth potential « Nodominant  decline, crisis
approach concentration e Limited » White space,  player, « Restricted
» Mature concentration  nodirect platform financing
industry « Young competition < Shapable « Negative cash
« Stable industry o Limited regulation flows
regulation « High regulation
technological
change
How » Analyze, plan, s Vary, select, e Envisage, + Engage, « React
execute scale up build, persist ~ orchestrate, (or anticipate),
evolve economize,
grow
Measures » Scale « Cycle time « First to market e« Ecosystem « Cost savings
of success o Market share « New product e« New user growth and « Cash flow
vitality index customer profitability
(NPVI) satisfaction + NPVI
Related « Experience « Time-based « Blue Ocean  Networks « Transformation
approaches curve competition e« Innovator’s « Ecosystems  « Turnaround
» BCG Matrix » Temporary dilemma + Platforms
» Five Forces advantage
« Capabilities ¢ Adaptive
advantage
Key examples ~ « P&G under - Tata Consul- - Amazon.com «Appleunder + Amex under
Lafley tancy Services under Bezos Jobs Chenault
e Mars under under Chan- e Quintiles » Novo Nordisk « AIG under
Michaels drasekaran under Gillings  under Benmosche
 3M under Serensen
McKnight
Key traps « Overappli- « Planning the ~ « Wrongvision e« Overmanaged e« No second
cation unplannable ecosystem phase

SOURCE
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Intended, Emergent, and Realized Strategies (Mintzberg)

*  Two major approaches to strategic planning

— Porter’s perspective — emphasizes developing mission and objectives, Ohg}isclg%s
analysis, evaluation of strategic choices, planning, ... |
— Mintzberg’s perspective — rather create organizational “patterns” ' snatgac '
in terms of being prepared to deal with turbulent environment pooniii Choice P

Strategy emerges over time as intentions collide with and accommodate a changing reality.
Emergent strategy is a set of actions, or behavior, consistent over time, “a realized pattern Intended Strategies
[that] was not expressly intended” in the original planning of strategy.

MINTZBERG, Henry. (1994). The Rise and Fall of Strategic Planning. New York, NY: The Free Press.

Implementation

Strategy that a company hopes to execute. Usually
described in strategic plans, Porter’s perspective

Deliberate is an intended strategy that the
company continues to pursue over time. External Mission, Internal
Mintzberg estimates (estimated in 1980s) Analysis Objectives Analysis
Delib that only 10—‘30 % of intended strategies A
s"at:;ite become realized.
A Strategy that is actually Strategic Choice (Fit)
Non-realized followed. Realized strategies
strategies > | are product of intended,
v ” deliberate and emergent
Emergent — strategies
strategies{ 1
> . Company Background
An unplanned strategy that arises in response;o unexpected opportunities Patterns

and challenges.

A strategy can also be emergent, meaning that a convergent pattern has

formed among the different actions taken by the organization one at a time.

MINTZBERG, Henry. The Fall and Rise of Strategic Planning. Harvard
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Intended, Emergent, and Realized Strategies (Mintzberg)

*  Mintzberg’s perspective is more relevant today

Porter’s ideas are still relevant, my colleagues and | still teach them, so | still believe in them and when | talk to corporate CEOs they still use them as
part of their strategy planning thinking. But they are getting a bit long in the tooth for today’s different world. Henry’s emergent strategy ideas
simply seem to be more relevant to the world we live in today — they reflect the fact that our plans will fail. This is not to say that planning isn’t
useful, but other than some long term technology plans, the day of the 5 year and even 2 year plans has faded and emergent strategy is the reality in
most industries that | work with. MOORE, Karl. Porter or Mintzberg: Whose View of Strategy Is the Most Relevant Today?

— Mintzberg identifies 8 types of strategies — from purely deliberate to purely emergent

Purely deliberate strategies Purely emergent strategies

Recommended reading: MINTZBERG, Henry, WATERS, James A. Of _

strategies — deliberate and emergent, Strategic Management Journal,
Vol. 6 (7), 257-272, 1985.

SCHWARZINGER, Andreas, MORGOUNOVSKI, Boris Paper Presentation:

— Deliberate strategy Fe&x Of Strategies, Deliberate and Emergent" by Mintzberg & Waters, 1985

As an undergraduate student at Yale in 1965, Frederick Smith had to complete a business plan for a proposed company as a class project. His plan
described a delivery system that would gain efficiency by routing packages through a central hub and then pass them to their destinations. A few
years later, Smith started Federal Express (FedEx), a company whose strategy closely followed the plan laid out in his class project. Today, Frederick
Smith’s personal wealth has surpassed $2 billion, and FedEx ranks eighth among the World’s Most Admired Companies according to Fortune
magazine. Certainly, Smith’s intended strategy has worked out far better than even he could have dreamed.

KETCHEN, Dave, SHORT, Jeremy. Mastering Strategic Management.

— Emergent strategy Fedtx

In the mid-1980s, FedEx deviated from its intended strategy’s focus on package delivery to capitalize on an emerging technology: facsimile (fax)
machines. The firm developed a service called ZapMail that involved documents being sent electronically via fax machines between FedEx offices
and then being delivered to customers’ offices. FedEx executives hoped that ZapMail would be a success because it reduced the delivery time of a
document from overnight to just a couple of hours. Unfortunately, however, the ZapMail system had many technical problems that frustrated
customers. Even worse, FedEx failed to anticipate that many businesses would simply purchase their own fax machines. ZapMail was shut down
before long, and FedEx lost hundreds of millions of dollars following its failed emergent strategy.

KETCHEN, Dave, SHORT, Jeremy. Mastering Strategic Management.
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Intended, Emergent, and Realized Strategies (Mintzberg)

Facebook — After being dumped by his girlfriend, a bitter Zuckerberg created a website called
“FaceMash” where the attractiveness of young women could be voted on. This evolved first
into an online social network called Thefacebook that was for Harvard students only. When
the network became surprisingly popular, it then morphed into Facebook, a website open to
everyone. Facebook is so pervasive today that it has changed the way we speak, such as the
word friend being used as a verb. Ironically, Facebook’s emphasis on connecting with existing
and new friends is about as different as it could be from Zuckerberg’s original mean-spirited
concept. Certainly, Zuckerberg’s emergent and realized strategies turned out to be far nobler
than the intended strategy that began his adventure in entrepreneurship.

KETCHEN, Dave, SHORT, Jeremy. Mastering Strategic Management.

In 1968, Silver was working at 3M trying to create super strong adhesives for use in the
aerospace industry in building planes. Instead of a super strong adhesive, though, he
accidentally managed to create an incredibly weak, pressure sensitive adhesive agent. This
adhesive did not interest 3M management as it was seen as too weak to be useful. It did have
two interesting features, though. The first is that, when stuck to a surface, it can be peeled
away without leaving any residue. The second big feature is that the adhesive is reusable.

3M still didn’t think the product would be commercially successful, they more or less shelved
it for three years, even though the Post-It notes were extremely popular internally at 3M labs
during that span. Finally, in 1977, 3M began running test sale runs of the Post-It note, then
called “Press ‘n Peel”, in a certain areas in four different cities to see if people would buy and
use the product. No one much did, which confirmed in the minds of the executives that it
wasn’t a good commercial product.

A year after the initial flop, 3M tried again to introduce the Post-It note to the world, this time
giving huge amounts of free sample Post-It note pads away. This time, the re-order rate went
to 90% of the people and businesses that had received the free samples. This was double the
best initial rate 3M had ever seen for any other product they’d introduced.

Post-I1t Notes Were Invented By Accident

Intended Strategy

Emergent Strategy

Realized Strategy

David McConnell aspired
to be a writer. When his
books weren't selling he
decided to give out
perfume as a gimmick.

The perfumes McConnell
gave out with his books
were popular, inspiring
the foundation of the
California Perfume
Company.

The company changed
its name to Avon in
1939, and its direct
marketing system
remained popular for
decades. Avon is now
available online and in
retail outlets worldwide.

When father and son
team Scott and Don
Rasmussen were fired
from the New England
Whalers, they envisioned
a cable television network
that focused on sports
events in the state of
Connecticut.

As the network became
successful, ESPN has
branched out beyond the
local softball games and
demolition derbies that
were first broadcasted.

ESPN is now billed as the
worldwide leader in
sports, owning several
ESPN affiliates as well as
production of ESPN
magazine, ESPN radio,
and broadcasting for ABC.

In 1977, a cash-strapped
advertiser gave a radio
station managed by
Lowell Paxson 112 electric
can openers to pay off an
overdue bill. The can
openers were offered over
the air for $9.95 and
quickly sold out.

An idea emerged. Soon
the radio station features
aregular show called
“Suncoast Bargaineers.”
In 1982, Paxson and a
partner launched the
Home Shopping Club on
local cable television in
Florida.

Today the Home
Shopping Network has
evolved into a retail
powerhouse. The
company sells tens of
thousands of products
on television channels in
several countries and
over the Internet.

Recommended reading: MINTZBERG, Henry. Crafting Strategy. Harvard Business Review 7/1987

Managers are craftsmen and strategy is their clay. Like the potter, they sit between a past of corporate capabilities and a future of market opportunities.
And if they are truly craftsmen, they bring to their work an equally intimate knowledge of the materials at hand. That is the essence of crafting strategy.
Strategies can form as well as be formulated. A realized strategy can emerge in response to an evolving situation, or it can be brought about
deliberately, through a process of formulation followed by implementation. But when these planned intentions do not produce the desired actions,

organizations are left with unrealized strategies.
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Current Shifts in Business Environments . - S
1.

2.

NYT Innovation Report 2014
fm .VS€E.CZ Big Bang Market Adoption

BIG BANG MARKET
SEGMENTS

g

Fashionization of markets

— Products cycle faster through life stages, become obsolete rapidly,

fluctuating demand

The first is the increasing speed of everything. Product life cycles and design cycles are get- == ‘['w ——— ___ - - - >
ting shorter. When the pace of change gets faster, people realize that they need to look for . " S o

the next big thing. The second issue is interindustry competition. Competition is coming
from unexpected places. Who could have anticipated that the iPad’s success would put all
kinds of display devices—like electronic photo frames—out of business? And the third trend is disruptions
from business models that offer better customer experiences instead of simply products. You’d do better to
ask which industries are not being disrupted. If you don’t have strong barriers to entry or you’re up against
shifts in technology or regulation, you're going to face new kinds of competition.

Cliffe, Sarah. When Your Business Model Is in Trouble. Harvard Business Review 1/2011.

ROGERS'S MARKET SEGMENTS

Kinect was an enormous hit, selling eight million units in just the first sixty days. According to Guinness
World Records, that made Kinect the fastest-selling consumer electronic device in history. A little over a
year after launch, twenty-four million Kinects had been sold, pushing sales of Xbox 360 consoles and
games along with it. In 2010, Microsoft took the top spot in the fiercely competitive console market for H
the first time since Xbox 360’s launch in 2001. However, catastrophic success invariably leads to rapid

market saturation — and with it decline and sunset. Within six months, the pace of Kinect sales dropped
precipitously. Though stragglers continued to buy the product in peaks and valleys over the next year, the
product had largely fulfilled its mission in its first ten months. For Microsoft — and other game developers
— it was time for another innovation. The Faster a New Technology Takes Off, the Harder It Falls \

May 2010 Nev 2010 Jun 2011 Dec 2011 Jul 2012 Jan 2013 Aug 2013

Monthly Kineet Sales (mi

Higher pace of technological changes, strategic decision are made
with shorter perspective

(Interindustry) Hypercompetition

In hyper-competitive environments, the life of a competitive advantage is nasty, brutish and short. Advantages don’t last for very long before

competitive entry, imitation and matching erode their edge, or customers move on, or the environment changes in such a way that the

advantage becomes irrelevant.

MCGRATH, Rita. Competitive Advantage Is Fleeting (And It’s Okay to Admit It) Harvard Business Review 6/2009

Hyper competition occurs when technologies or offerings, or innovative leapfrog development brings something so new that standards and rules

are in flux, resulting in competitive advantages. Hyper competition and the speed of change v 14-Hij-18 Tomas Kindl 51
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Current Shifts in Business Environments

4.

Complicated offerings, continual product modifications, customer distraction

With new customers and partners come new demands. It is very easy to get distracted by product modification and
other requests. Remember that you can’t please everybody. Instead, identify what you do best and communicate
that to your stakeholders before you expand your business.
Why Scaling Up Sometimes Requires Slowing Down

Increasing customer demands and expectations The paradox of

Everything is amazing right now and nobody’s happy. Over the past 15 years customer expecta- choice
tions, have increased by about 24% in virtually all categories. More so in technology areas. Consu- [

mers aren’t always able to rationally articulate needs, desires, or real expectations in the category.
The Final Frontier: Customer Expectations

Fragmentation of markets (into small micro-segments)

With today’s deluge of data, we are no longer talking about large groups of people that fit into known
categories, but micro-segmentation into smaller and smaller groups of people that are actively identi-
fied from a mixture of attitude and behavior, enabling the definition of increasingly finer market seg-

ments. The clear benefit of micro-segmentation is that the more relevant the message and offer in any &
media, the greater the ability for it to break through the clutter, engage the individual, and generate the LA

desired response or behavior. These micro-segments enable finer targeting of content, offers, products,
and services, which can deliver real and substantial returns. Customer Segmentation in the Era of Big Data

Commoditization

That said, intense global competition, outsourcing, and offshoring are all squeezing margins, increasing customer price sensitivity, and making it
harder to sustain inter-brand differentiation. The product life cycle suggests that, as product categories mature, they become more susceptible
to the forces of commoditization. The difference today is that the speed from launch to maturity is faster than ever before. Marketers can do
three things to delay the inevitable forces of commoditization. Innovate. Bundle. Segment When Your Product Becomes a Commodity
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8. Erosion of strong and dominant brands =52 ;\‘% &

There appears to be an epidemic of brand erosion going on, with some of the best and brightest companies with years of doing things right stumbling and
hurting themselves in eyes of their consumers. | think part of the reason is that companies forget their core competencies in the drive for growth.

Toyota built its rep on quality and then looses it by growing too fast. Motorola shapes a beautiful new thin form factor with the RAZR and builds 50 million
of them, but neglects the user interface, driving people nuts who can’t hear their phones or access what they need. The original StarTac phone was easy
to use. Home Depot had a great reputation for customer service, literally helping people build their own products (kitchens, bathrooms). Then it guts its
service and angers loyal consumers. BP was going green, until a chemical plant blew up and oil was spilled over half of Alaska because of poor
maintenance and penny-pinching. Toyota, Home Depot, Motorola, BP, Wal-Mart--Brand Erosion Hits The Biggest And Best Brands. What's Going On?

9. Redefining borders of industries, global markets

Many global strategies fail--despite companies' powerful brands and other border-crossing advantages. Seduced by

market size, the illusion of a borderless, "flat" world, and the allure of similarities, firms launch one-size-fits-all strate-

gies. But cross-border differences are larger than we often assume. Most economic activity--including direct invest-

ment, tourism, and communication happens locally, not internationally. In this "semi-globalized" world, one-size-fits-all
strategies don't stand a chance. Companies must instead reckon with cross-border differences by providing tools for
assessing the cultural, administrative, geographic, and economic differences between countries.

GHEMAWAT, Pankaj (2007). Redefining Global Strategy: Crossing Borders in a World Where Differences Still Matter. Harvard
Business Review Press

Samsung vaulted ahead of cash-rich Apple in two ways: R&D and marketing spending. The first was not just on phones but
across a whole range of innovations and adjacent markets. In only 10 years, Samsung went from entering to leading the
global flash-memory market. In three years, it went from entering the global smartphone market in a serious way to lead-
ing it. Today, Samsung is the world’s largest technology company by revenue. Samsung’s expansion illustrates not only the
flashing speed of change but also the blurring of industry borders. Strategy, Uncertainty And Unfamiliarity

10. New regulations (economical, political, social, ...)

"Every gram of CO2 reduction costs the VW Group 100 million Euros per year, and we don't know when they will pay off," said Winterkorn. "Companies
can only invest in environmental protections if we can afford it.,, VW Group CEO rails against tougher emissions regulations. The average additional
manufacturing cost is estimated at around €1100 per car in 2020 . { S
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http://www.businessweek.com/innovate/NussbaumOnDesign/archives/2007/01/toyota_home_depot_motorola_bp_wal-mart--brand_erosion_hits_the_biggest_and_best_brands_whats_going_o.html
http://www.forbes.com/sites/baininsights/2013/07/08/strategy-uncertainty-and-unfamiliarity/
http://www.telegraph.co.uk/motoring/motor-shows/paris-motor-show/11135113/VW-Group-CEO-rails-against-tougher-emissions-regulations.html
http://ec.europa.eu/clima/policies/transport/vehicles/cars/faq_en.htm

CHRISTENSEN, Clayton; RAYNOR, Michael. The innovator's solution: Creating and
: . sustaining successful growth. Harvard Business Review Press, 2013.
[ ] [ ] [ ]
Disruptive Technologies

¢ Sustainable innovations

4 \
— Incremental development of current product as a result of Incumbents nearly always win N
H M t e i,k mmimammm? A~ Leesseeeea,, W “\‘\
listening and reflecting customers’ needs " .
A
— To better serve current markets 3| S P »
; ! 2 :_: ____________ Performance that
£ ___-.——3" [s can use

custome

*  Disruptive innovations

— Newly established markets typically ignored by the large &;m New competitors nearly always win
compan ies Innovations

— Often begins as low-cost alternative to mainstream or a niche source: Clayton christensen, The Innovators Solution

— If the innovation is accepted by mainstream — fundamental changes
of competition/rivalry on major markets, majority accepts new technology

2014 - leaked New York Times Innovation Report. Industry analysis from the Disruptive Technologies
perspective of New York Times, identification of competitors that have rapidly - i
changed the environment - Somi | Moblle
* In the journalism landscape, companies like Buzzfeed, Vox Media, Circa, Electric womative. (| s Susabnati
Business Insider, Huffington Post, and Twitter are considered disruptions. , ey Sngneedng
* Traffic to the homepage has decreased drastically, and perhaps home - Flosr  Gomputer e
pages will soon become entirely irrelevant. Teohnologies ) (o .
* Digital journalism does not just complement print. Digital and print ‘ Steam Industry | & pce | Electronic | Bio i
. Engines  ~ ~ - =7 X" Inclustry |~ ‘ndustry- 1 Technology
newsrooms should be merged into one cionaricalh Con Fond
* Digital journalism cannot work without practices common on websites Frdoseng Eedticiy ) Pate Material | o -
(SEO, PPC, metadata, related and recommended content). Basle et & ol Power | chemical  TochnoloBY  Tochnology | rechmojagy  Plstics

* Social journalism — user generated content, sharing on social media, — 1ss0s— ———— = T 5000s
identifying hidden influencers and opinion-makers
* Personalized and interactive news

Why the Leaked New York Times Innovation Report Matters To Us, v 14-ij-18 Tomas Kincl 54
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Globalization, Localization, Glocalization

Globalization

Recommended reading: LEVITT, Theodore. The Globalization of Markets. Harvard Business Review 5/1983

Levitt described the sweeping emergence of a global market for uniform consumer products. He saw advances in
communications and transportation driving ever more informed consumers toward a “convergence of tastes.” And he saw
global corporations exploiting the “economics of simplicity and standardization” to price their global products far below the
local competition. “Everywhere everything gets more and more like everything else as the world’s preference structure is
relentlessly homogenized.”

Usually interpreted as that companies should standardize products, promotion
and distribution to succeed on various national (and culture diverse) markets

Such approach worked for a limited time (1980s—1990s), however with
saturation of markets the companies experienced problems

During the late 1980s and the 1990s, these global companies found receptive consumers in every corner of the world.
Scrambling to establish beachheads in some 30 new country markets, global companies had no time—or apparently
any need—to worry about local adaptation. The value of global trade almost trebled between 1980 and 2000.
Increasingly, it seemed that globalization was actually Americanization. By 2000, 62 of the most valuable 100 brands in
the world (according to Interbrand methodology) were American. But with the start of the new millennium, Levitt’s
relentless homogenization began to stall. In emerging markets from China to Eastern Europe, enthusiasm for global
brands proved short-lived. Local brands found new (and returning) customers as global brands saturated their
markets. Local brands also started to win back customers as their quality improved in response to
new competitive pressure, and, in some cases, new ownership by global corporations.

Recommended reading: QUELCH, John. The Return of the Global Brand. Harvard Business Review 8/2003

At the end of 1980s — a combination of global and local approach -
glocalization

With glocalization, companies develop great products at home and then distribute them worldwide, with some
adaptations to local conditions. It allows multinationals to make the optimal trade-off between the global scale so
crucial to minimizing costs and the local customization required to maximize market share. How GE |s Disrupting ltself
Doporucené ¢teni: HOLT, Douglas B., QUELCH, John, TAYLOR, Earl E. How Global Brands Compete. Harvard Business
Review 9/2004
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GOVINDARAIJAN, V. The Case for 'Reverse InnovatidVhydCorswmerscRick Glokal Beanolser
fm.vse.cz 26, 2009 http://www.bloomberg.com/bw/stories/2009-10-26/the-case-for-reverse-

innovation-nowbusinessweek-business-news-stock-market-and-financial-advice

Globalization, Localization, Glocalization

Globalization — is there a global customer?

Why Consumers Pick Global Brands

Certain behaviors are likely to be universal, whereas others are not. Understanding such differences is quality signal

essential to designing international marketing strategies. The marketing manager must understand the
extent to which key behaviors vary from one culture to another. Culture or country boundaries can be a
less important segmentation criterion than individual factors across culture.

olabal myth

Average percentage

DAWAR, Niraj; PARKER, Philip. Marketing universals: Consumers' use of brand name, price, physical secial responsioility 8% of brand praference

appearance, and retailer reputation as signals of product quality. The Journal of Marketing, 1994, 81-95.

that is explained
by each dimension

Three distinct stages of globalization can be recognized

1950s and 1960s — Globalizing Market Presence — till the end of WWII the US companies
didn’t need “think global” since the huge and robust domestic market. However
economies destroyed by WWII offered a huge opportunities for growth. US companies
went global with products designed for US customers (i.e. Xerox with copiers wever
offered in Europe through subsidiary Rank Xerox and in Asia through Fuji Xerox

1970s and 1980s — Globalizing the Resource Base — US corporations moved many
operations (including R&D) overseas to maximize efficiency (i.e. Microsoft has R&D
centers also in India and China)

With saturation of local markets in 1990s, US companies were not that competitive as
they needed to be. Companies focused on winning the local markets through glocalization
— adapting global offerings to meet local needs

Glocalization concept has become no longer sufficient with the beginning of the new
century. Companies had to inverse their innovation processes, develop products specially
for local markets (but benefit from global resources and know-how — Reverse Innovation

v 14-fij-18 Tomas Kincl 56
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Globalization, Localization, Glocalization

* Glocalization

4

“Glocal strategy” refers to the idea of “think global, act local”.
Successful corporations must develop a glocal strategy, by utilizing
their global experiences and then customizing and tailoring their
services and products in such a way that would appeal to local
markets. This should not apply just for product design or
communications, it has to incorporate branding and all variables
from the marketing mix, whenever possible.

DUMITRESCU, Luigi; VINEREAN, Simona. The Glocal Strategy of
Global Brands. Studies in Business and Economics, 2010, 5(3).
A Framework for Alternative Global Marketing
Strategies (Adapted from Schiffman and Lazar Kanuk, 2009, p. 472)
PRODUCT STRATEGY COMMUNICATION STRATEGY
Standardized
Communications
Global Strategy:
Uniform Product /
Uniform Message
Glocal Strategy:
Customized Product / Customized Product /
Uniform Message Customized Message
Glocal Strategy :
Customized Product / Customized Message

Glocal tactics are involved in all
elements of marketing mix

Localized
Communications
Glocal Strategy:
Uniform Product /

Customized Message
Local Strategy:

Standardized Product

Localized Product

e it 1 eie T promotion | Distrbution

In Hong Kong and United Arab Emirates, Louis
Vuitton bags are sold from stands in shopping
centers. If Louis Vuitton did this in European

countries ,it could damage the brand’s luxury

Danone had to adjust its products to a less
lactose based for the Chinese market, because
the Chinese are lactose intolerant.
McDonald’s has adapted its global marketing
to different regions or countries — offering
Beer in Germany, wine in France, mutton pies
in Australia, McSpaghetti in Philippines,
Maharaja Mac and Veggie McNuggets in India.

positioning through price. Spar’ is

high-cost convenience store.

Spar’ utilizes a glocal strategy based on

positioned as a low-cost supermarket in
Germany, however in United Kingdom and
Ireland provides greater service and store
design, and it is positioned as a small,

Some 3,000 definitions of globalization were offered in 1998 alone
ZAJDA, Joseph |.; RUST, Val Dean (ed.). Globalisation, policy and comparative
research: Discourses of globalisation. Springer Science & Business Media, 2010.

The tendency toward an

international integration of goods,

technology, information, labor,

capital, or the process of making

this integration

* Undifferentiation and
convergence in

* customer preferences and
income across target countries
with economic development
and trade

* Takes into account mass

demand
*  Globalism
* Quantity

* International brand awareness

* Cost benefits from
standardization

* Falling costs of trade with
greater

* globalization

McDonald’s had to change its
promotion/communications campaign in
China. Ronald McDonald clown’s white face
denotes death in China and therefore

is not a good image to inspire lunch.

The process of adapting a product
or service to a particular culture,

Providing a global offer (brand,
idea, product, service, etc), while

language, developing a local appeal taking local related issues into

and satisfying local needs

» Differentiation - differences in
customer preferences and
income across target countries

* Takes into account specific
demand

* Localism

* Quality and values

* Local brand recognition

* Competition from both
successful domestic products
and international brands

* High costs of trade create
separate markets

status.

account”

* Utilizing global experiences or a
global brand name, and
differentiating the offer in
order to appeal to local markets

* Operates within a global market
and local market niches

* Integrating both globalism and
localism

* Integrating quality and values in
a product, that gets sold in
large quantities

* High notoriety of the brand

* Aglocal product / service can
face competition from both
local and international brands
in a better way because it
meets certain local needs or
preferences, at lower costs due
to the global edge of the
company
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Globalization x Localization

Our hyper connected world isn’t as tightly linked as it was during the
peak of globalization, in 2007—just before the financial crisis hit. That’s
the message from the DHL Global Connectedness Index 2014.

The index uses flows of trade, capital, people, and information to show
how entwined we citizens of the world are. It measures those flows
along two dimensions: Depth reflects the volume of international
activity, while breadth reflects its geographic distribution. For example,
tourism in the Bahamas scores high on depth, because a lot of people
travel there, but low on breadth, because most come from one country,
the U.S.

The index calculates the connectedness of each nation by combining
depth and breadth. It also tracks connectedness on a worldwide level.
Not As Global As We Think Harvard Business Review 3/2015

4 Localization
Pricing
Distribution
Marketing Channels
Sales Support
Product
Image
Objectives
Strategy

v Globalization

Globalization has been also a source of problems — an easy access on
emerging markets and inflow of foreign capital — dependence of
countries on foreign resources and jobs. Optimization of processes often
leads to job losses and wage cuts; degeneration of national cultures
(acculturation — rapid changes in local architecture or product offerings);
speculative investments influence and often harm national economy;
problems when the company decides to leave the country, ...

Reducing mutual economic dependence, strengthening self-sufficiency

Global Connectedness

MANY LEADERS

HAVE LOST GROUND

Fully half the 26 most-connected
countries in 2013 have become

less connected since 2007—

and often the declines are steep.
The financial crisis and recession
caused trade flows to plummet.
Capital has been largely flat,

as has the number of people
studying or working outside their
home countries. Information

flows have been rising fast, but they
started from a low base; even now
less than 20% of Internet traffic
crosses borders, and fewer than 5%

CONNECTEDNESS SCORE (0-100)

2007 2013

of telephone calls do.

DEPTH BUT NOT BREADTH

Worldwide, the volume of flows has
rebounded since the recession—but
those gains have been offset by continued
declines in geographic distribution.

FIGURE 1.3 // GLOBAL CONNECTEDNESS,
DEPTH, AND BREADTH, 2005-2015

120%

115%

110%

105%

100%

95%

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

—
Overall Connectedness  Depth  Breadth

The world's overall level of global connectedness surpassed its pre-

crisis peak during 2014. In 2015, its post-crisis expansion slowed but
the available evidence does not indicate another reversal during the
period analyzed.

— 89 89 Netherlands
84 84 Ireland
83 83 Singapore
81 Belgium
80 Luxembourg
79 \
78 78 Switzerland
77
76 U.K.
74
73 73 Denmark
Germany
72 Sweden
Vil
70 70 Hong Kong
France
Norway
69 69 y.AE.
South Korea
68 68 Israel
67 Hungary
Ausltria
Malaysia
66 66 Taiwan
Thailand
65 Iceland
64 64 U.S.
Finland
Italy
62 Spain
61
— 59
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How to Deal with Hypercompetition

*  Focus on downstream activities and accept marketing as a strategy ©

*  D’Aveni suggests the New 7S’s framework

Recommended reading: D'AVENI, Richard A., CANGER, Jonathan M., DOYLE, Joseph J. Coping with
Hypercompetition: Utilizing the New 7S's Framework The Academy of Management Executive, 1995, 9.3: 45-57.

— Unlike the McKinsey 7S’s (sustaining advantage and perpetuating an equilibrium) through
finding and building temporary advantages through market disruption

Superior stakeholder satisfaction

Strategic soothsaying

Positioning for speed

Positioning for surprise

Shifting the rules of the game

Signaling strategic intent

Simultaneous and sequential strategic
thrusts

Successful firms prioritize customers as the most important stakeholder. Employees and investors are
prioritized less highly. The firm must find a way to satisfy employees and investors even though their interests
have been subordinated to customers. Caterpillar products are 10-20 % more expensive that the competition
— reliability, warranties, complex product lines, financing, spare parts availability, ...

Includes Corporate Social Responsibility

To recognize and create future needs that the company can serve better than any competitor. Requires ability
to predict future trends, to control the development of key technologies and other know-how that will shape
the future (emergent strategies). Microsoft — used to be sw developer, today delivers a complex solution
(including hw) — however even MS sometimes fail — Why Windows 8 failed: It alienated desktop users)

Success depends on the creation of a series of temporary advantages — company's ability to move quickly from
one advantage to the next is crucial. Speed of change is the essence of hypercompetition and today’s shifts of
business environments.

If a competitor is unaware of the opportunity to create a new advantage, surprise can maintain that lack of
awareness. Surprise allows the company to create the advantage and to extend the period in which the
advantage is unique. IBM used to be a major computers manufacturer and seller. However Dell introduced
sales over phone and web, wide configuration options and do-it-yourself warranty (a lot of computer failures
can be easily repaired even by unskilled user — no need to wait weeks till the repaired computer returns back
to the customer

Shift the rules of competition creates a sudden and discontinuous move in the industry. Reshaping the
competitive playing field and confusing the opponent. I.e. low cost carriers (Ryanair) — the service includes just
the seat, everything else is for additional fees, ...

Signaling can delay or dampen the competitor's actions to create advantage, throw the competitor off
balance, or create surprise. When Google announces new service, other companies rather focus on something
else since Google is tough to fight.

Competitive thrusts are rapid-either a sequence of moves or a set of simultaneous actions-to upset the
equilibrium of the industry, disrupt the status quo, and open opportunities for new advantage. Apple
introduces new products every 12 month. Samsung accelerates the pace and introduces new flagship every 8
months
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How to Deal with Hypercompetition

Identifying new ways to serve existing
customer better or new customers
that no one serves now

Disrupt the status quo, and open opportunities for new advantage
(temporary) competitive advantage can be achieved only through
seizing the initiative.

* Stakeholder Satisfaction
« Strategic Soothsaying

Market
Disruption

Tactics for Disruption
Actions that shape, mold, or
influence the direction or nature of
the competitor’s response

Capability for Disruption
Abilities that can be applied across
many arenas to build a series of

temporary advantages

= Shifting the Rules

= Signaling

* Simultaneousand Sequential
Strategic Thrusts

* Speed
* Surprise

Companies continuously establish spheres of influence
— To secure company’s main business from attacks from others

To keep economies of scale and value leadership, to build critical core

. Heavyweight cycles (750-cc), Custom cruisers, Touring motorcycles
competencies yweight ¢y ( ) g ¥

Core

Harley Owners Group (H.0.G.), Clothing and fashion accessories, Harley-
Davidson Financial Services, Dealer network service, parts and cycle
accessories

To use blocking brands/products as barriers to entry, to fill in a “power vacuum”  Defense against attacks by Japanese sportsters and performance cycles in
before a rival does the United States, Purchase of Buell Motorcycle Co., VRSC racing brand
To invest in real options — risky, big upside opportunities, to absorb into (and
hence migrate) the core in the long term

To create economies of scope and integration, to support, leverage or fund core

Vital Interests o
initiatives

Buffer Zones

Pivotal Zones Buell’s products for women, young/first-time riders

Forward To launch offensive strikes to capture rivals’ strongholds, to establish multimarket Entry into Japan, Lower-cc cycles from Buell positioned against Honda in
Positions contact in a rival’s core, to harass, distract or divert a rival’s resources or attention Europe

To be monitored to anticipate future threats and opportunities in emerging areas

Power Vacuums .
currently not controlled by any major player

Recommended reading: D'AVENI, Richard A. Corporate Spheres of Influence. MITSloan Management Review, Summer 2004 Volume 45, Issue #4

v 14-fij-18 Tomas Kincl

60


http://sloanreview.mit.edu/article/corporate-spheres-of-influence/

TED v e e rosinn o

fm.vse.cz

=
S Ay

What consumers
want

How to Deal with Hypercompetition
*  Finding the Sweet spot

Where your firm meets What?

customers needs in away ~ Where?

in which your competitors ~ Why?

Competitors’ Customers’ cannot How?
offerings needs

“. Spot ~ % Sweet spot = unique spot
'., How to protect/define boundary 1,2,3

Company’s
capabilities Context (technology, industry,
regulatory, etc.)

Source: Colfis & Rukstod (2008). Can You Soy What Your Strategy [s?, HBR (Apnil 2008}

Recommended reading: COLLIS, David J. RUKSTAD, Michael G. Can you say what your strategy is? Harvard Business Review, 4/2008

*  Types of Hypercompetition

Imitative Hypercompetition Innovative Hypercompetition Dual Hypercompetition

Pace of imitation is high but innovations are rather  Industries where the introduction of new products  Speed of innovation and imitation creates a highly

rare. Usually commodity markets where the is rapid and constant. However imitation is limited turbulent environment. Both, innovation and
products are almost the same. The product can be by the use of patents (or by the speed of the imitation must be focused equally to conquer, or at
copied easily and innovations are limited just to product life cycle). Pharmaceutical industry — only least not lose, leadership in the market. Common
marginal changes in design or color. |.e. home few companies control the market by continuously in hi-tech industries, i.e. Apple and Samsung wars.
appliances industry innovative medicines that can’t be imitated until

the expiration of the patent

BARADELLO, Carlos S.; SALAZZARO, Andrea. The Role of Imitation in Global High-Tech Product Development. Symphonya.
Emerging Issues in Management, 2012, 1 Innovation Management in Global Marktes-1: 57-71. v 1418 SRR 61
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Marketing as a Strategy

*  Even these days some companies rather focus on their products

— Source of the competitive advantage is recognized inside the company (R&D, processes,
effectiveness, technologies, HR, ...)

*  Competition is not necessarily about having better product than others
— To (better) understand customers’ needs and satisfy them

— Source of the competitive advantage could be in connection to the marketplace,
understanding customer’s needs, cooperation with marketing channels or other partners,,
redefining purchase criteria...

— Upstream activities (sourcing, production, logistics, ...) are being commoditized or outsourced

The Shifting Source of Competitive Advantage

WHAT ELSE CAN WE MAKE AMD SELL? WHAT ELSE CAN WE DO FOR OUR CUSTOMERS?
Sourcing Production Shaping innovation Building
Customer Accumulative
Perception Advantage
Contract with Reduce costs/ Optimize Build better Define Tailor offering Harness
lowest-cost maximize scale  supply-chain products competitive set  to consumption network effects
suppliers and throughput :fr:mi-. istribution Change circumstances e and
Y purchase Reduce deploy
criteria customer costs  customer data
. and risks
Build trust

FIXED COSTS, CUSTOMER VALUE, AND COMPETITIVE ADVANTAGE ARE MOVING DOWNSTREAM

Recommended reading: DAWAR, Niraj. When Marketing Is Strategy. Harvard Business
Review 12/2013
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Case study: Coca-Cola's New Vending Machine (A)
Pricing to Capture Value
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Marketing as a Strategy
In a supermarket the consumer buys the drink as part of a

¢ Where is the source of the Competitive advantage? - 24-pack. The price is about 25 cents a can. The same

in upstream or downstream activities? consumer gladly pays two dollars for a chilled can of Coke
sold at the point-of-thirst through a vending machine. That

700% price premium is attributable not to a better or
different product but to a more convenient means of
obtaining it.

What would happen to Coca-Cola if customers forget the
brand and decide on “rational” criteria?

00000

Apple iPhone is not the best phone on the market so why
has Apple sold that much?

Apple sold more than 10 million iPhones the first weekend.
Galaxy S5 can be considered Samsung’s bestselling
smartphone to date, shipped 10 million units in 27 days.
Last June, Apple's older iPhone 5s outsold the S5 during its
first full month of sales.

| Tilt Bytes I: center of gravity |

Definition of marketing: Putting the right product in the
What matters more — What we sell or how we sell? right place, at the right price, at the right time.

The downstream tilt has particular resonance for three

: kinds of companies: The first is companies that operate in
W product-obsessed industries, such as technology and
1d’s pharmaceuticals. The possibilities of downstream value

i'm lovin’ it

creation and the potential for building competitive
advantage in the marketplace tend to be eye-opening for
such firms. The second is companies operating in maturing
industries whose products are increasingly commoditized.
These firms are keen to find sources of differentiation-that
do not rely on easily replicated products or production
advantages. The third is companies seeking to.move up the
value chain. Downstream activities provide a way to build
new forms of customer value and lasting differentiation.

Tilt: Shifing Your Strategy From Products to Customers
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Marketing as a Strategy

Pfizer launched the first such drug, Viagra (erectile dysfunction drug), in April 1998, with a record 600,000 prescriptions filled that month
alone. At a price of $10 per dose and a gross margin of 90%, Pfizer could afford to splurge on marketing and sales. It rolled out a $100 million
advertising campaign, and sales reps made a whopping 700,000 physician visits that year. In the process, Pfizer created an entirely new
market on the basis of one key criterion of purchase: efficacy. The drug got the job done. By 2001 annual sales had reached $1.5 billion, and
other pharmaceutical companies had taken note of the size, growth, and profitability of the market. In 2003, Bayer introduced Levitra, the
first competitor to Viagra. The drug had a profile very similar to Viagra’s and a slightly lower price—classic “me too” positioning.

Soon after, Lilly Icos, a joint venture between Eli Lilly and the biotech firm ICOS, entered the market with a new product—Cialis—that was
different from its competitors. Whereas Viagra and Levitra were effective for four to five hours, Cialis lasted up to 36 hours, making it
potentially much more convenient for customers to use. The marketing team decided to emphasize the benefits of duration—being able to
choose a time for intimacy in a 36-hour window—in its launch campaign, and it set the price for Cialis higher than that for Viagra to
underscore the product’s superiority. In 2012 Cialis passed Viagra’s $1.9 billion in annual sales, with duration supplanting efficacy as the key
criterion of purchase in the erectile dysfunction market... DAWAR, Niraj. When Marketing |Is Strategy. Harvard Business Review 12/2013

In one-on-one interviews in mid-2000, Viagra users who had been informed of the attributes of both drugs were given a stack of objects and
asked to sort them into two groups, one for Viagra and the other for Cialis. Red-lace teddies, stiletto-heeled shoes, and champagne glasses
were assigned to Viagra, while fluffy bathrobes and down pillows belonged to Cialis. The implication: Viagra was for studs, Cialis for romantics.
(Is Viagra Vulnerable?).

The 2008-2009 recession hit US car market hardly. Automakers ended a dreadful 2009 — the worst U.S. sales year since 1982. To save sinking
sales, most car manufacturers began a price war (which made their situation even more difficult). The U.S. government had to help GM and
Chrysler with S85 billion bailout. Hyundai struggled as well (sales dropped by 37 %), since targets more price sensitive customers. However
the company decided to follow a different way than price adjustments. In a conducted survey, customers often reported that The risk of
buying during the financial crisis—when | could lose my job at any time—is simply too high. Instead of lower prices, Hyundai offered Hyundai
Assurance Program — Hyundai would buy back their vehicles if they lost their jobs, went bankrupt, or became disabled. The company's sales
ticked up 8% in 2009 — at a time when nearly every other automaker was in the red — and a whopping 23.7% in 2010, which was the best
performance of any mainstream automaker in the U.S. Only 350 customers have made use of the W DECEMBER AND 2009 U.S. AUTO SALES | Story

Assurance Program's buyback offer so far.

Figure 3-7: Hyundai Annual U.S. Sales and Market Share 1995 - 2011
After 26 Months, Hyundai Assurance
Program Gets Its Walking Papers,
Auto sales end 2009 with uptick,
but year was awful
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