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Introduction

Marketing has evolved far beyond its traditional role as a function concerned primarily with
selling, advertising, or short-term promotion. In contemporary business environments,
marketing represents a strategic management philosophy that shapes how organisations
understand markets, create value, compete, and achieve long-term sustainability. This
handbook is built on the premise that marketing strategy is a central component of overall
business strategy and a critical source of competitive advantage in dynamic and increasingly

complex markets.

The growing intensity of competition, rapid technological change, globalisation, and shifting
consumer behaviour have fundamentally transformed the conditions under which firms
operate. Customers today are more informed, more demanding, and less loyal than in the
past. Markets are saturated with alternatives, product life cycles are shortening, and
competitive advantages are increasingly difficult to sustain. Under these conditions, intuitive
or purely tactical marketing decisions are insufficient. Firms require systematic analysis,
strategic coherence, and disciplined implementation - all of which are core themes of this
handbook.

The primary objective of this handbook is to provide students with a structured and
integrated understanding of strategic marketing. It aims to bridge theory and practice by
combining conceptual frameworks with applied tools, real-world examples, and case studies.
Rather than presenting marketing instruments as isolated techniques, the handbook
emphasises their role within a broader strategic logic that links environmental analysis,

strategic objectives, marketing mix decisions, and performance outcomes.

A key starting point is the recognition that marketing strategy begins with a deep
understanding of the external environment. Economic, technological, political, social, and
competitive forces shape both opportunities and constraints for firms. Effective marketing
strategy therefore requires continuous environmental scanning and the ability to anticipate
and respond to change. This analytical foundation supports informed decision-making and

reduces strategic uncertainty.

Building on environmental analysis, the handbook examines the formulation of vision,
mission, and strategic objectives, highlighting their role in providing long-term direction and
internal alignment. Clear objectives translate strategic intent into measurable targets and
guide the selection of appropriate marketing strategies. The objectives tree logic introduced
in the handbook demonstrates how corporate goals are systematically transformed into

functional and operational priorities.

The core of the handbook is devoted to the strategic management of the marketing mix -
product, distribution, price, and promotion. Each element is analysed as a strategic domain

that requires long-term orientation, coordination with other elements, and alignhment with
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the firm’s positioning. Particular attention is given to portfolio management, distribution
systems, pricing strategies, and integrated marketing communication, reflecting their critical

role in value creation and value capture.

A dynamic perspective is introduced through the analysis of marketing strategies across the
product life cycle. This approach highlights that marketing strategy is not static: optimal
decisions regarding product design, pricing, distribution, and promotion vary systematically
across different life cycle stages. The extension of life cycle thinking to international markets
further illustrates how strategic marketing decisions are shaped by global competitive

dynamics and technological diffusion.

The handbook concludes by integrating all previous elements into a holistic view of creating
and implementing a marketing strategy, with explicit attention to budgeting, resource
allocation, and control. This reinforces the idea that marketing strategy is inseparable from

financial considerations and managerial accountability.

Overall, this handbook is intended to equip students with the analytical skills, conceptual
understanding, and strategic mindset necessary to analyse markets, design coherent
marketing strategies, and evaluate their outcomes. It is designed not only to support
academic learning, but also to prepare future managers to think strategically about

marketing decisions in real organisational contexts.
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How to Use This Handbook

This handbook is designed as a structured lecture course in strategic marketing and may be
used both as a primary learning resource and as a reference text throughout undergraduate
studies in marketing, business, and economics-related programmes. It combines conceptual
foundations, analytical frameworks, applied examples, and practical tools in order to

support the development of strategic marketing thinking.

Suggested Reading Sequence

The handbook follows a deliberate logical sequence that reflects the strategic marketing
decision-making process. Readers are encouraged to proceed chapter by chapter, as each

builds upon concepts introduced earlier:

1. Foundational chapters introduce the role of strategic marketing, the marketing
environment, and the analytical tools required to understand market conditions and
organisational capabilities.

2. Strategy-oriented chapters focus on the formulation of strategic objectives,

competitive positioning, and the selection of strategic options.

3. Implementation-oriented chapters examine the strategic management of the
marketing mix, showing how strategic intent is translated into concrete decisions

regarding products, pricing, distribution, and promotion.

4. Dynamic and integrative chapters address the product life cycle, strategic adaptation
over time, budgeting, control, and the integration of all elements into a coherent

marketing strategy.

While the recommended sequence supports cumulative learning, individual chapters may

also be consulted independently for revision or targeted study.

Relationship Between Chapters

Each chapter addresses a specific stage or dimension of strategic marketing, but they are
designed to function as an integrated system rather than as isolated topics. Environmental
analysis informs the setting of objectives; objectives guide strategic choices; strategies are
operationalised through the marketing mix; and outcomes are monitored through control
mechanisms. The product life cycle perspective introduces a dynamic dimension,
highlighting how strategies and marketing mix decisions must evolve over time. The final
integrative chapter brings together analysis, objectives, marketing instruments, budgeting,

and control into a unified strategic framework.

Understanding these interdependencies is essential for developing a holistic view of

marketing strategy and for avoiding fragmented or inconsistent decision-making.
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Using Theory, Case Studies, and Self-Study Tasks

Theoretical sections introduce key concepts, models, and frameworks that form the
analytical foundation of strategic marketing. These sections should be read carefully, with
attention to definitions, figures, and tables, as they provide the tools required for applied

analysis.

Case studies are intended to illustrate how theoretical concepts are applied in real or
realistic business contexts. Readers are encouraged to analyse the cases actively by
identifying the strategic problems involved, evaluating alternative courses of action, and

relating observed outcomes to the concepts discussed in the chapter.

Self-study tasks and example test questions are designed to reinforce learning and support
exam preparation. They may be used for individual study, classroom discussion, or written
assignments. Completing these tasks will help students develop analytical skills, strategic

reasoning, and the ability to apply marketing concepts to practical situations.

Used together, theory, cases, and tasks enable a gradual transition from conceptual
understanding to applied strategic thinking, which is the central learning objective of this
handbook.
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Chapter 1. Introduction to Strategic Marketing

Learning Objectives

understand and critically discuss the concept of marketing as a managerial and social
process;

e distinguish between strategy, strategic management, and strategic marketing;

e explain the role of strategic marketing in achieving sustainable competitive advantage;

o analyse the relationship between the external environment, firm capabilities, and marketing
decisions;

o understand the differences between strategic and operational (traditional) marketing.

1.1 Definition of Marketing

Marketing in contemporary business conditions represents one of the most complex and
demanding tasks for corporate management. Organising, managing, and implementing business
activities based on the principles, tools, and techniques of the marketing concept as a philosophy
of corporate governance requires careful consideration of the specific characteristics of the

marketing environment, as well as the broader economic and business context.

Entering a market, building, maintaining, and expanding sustainable market positions is a
long-term process objectively shaped by a wide range of controllable and uncontrollable
factors. Economic processes are dynamic by nature, which requires firms to demonstrate
flexibility, continuously monitor ongoing changes, and respond to them in a timely and
appropriate manner. An essential prerequisite for successful business performance is the

development of an adequate and well-founded corporate strategy.

The strategic approach in marketing - combining business decisions with competitive
actions - has increasingly entered managerial practice as a response to rapid and often

unpredictable changes in the external environment of organisations.

Marketing as a concept is a business philosophy. Philip Kotler defines it as a managerial
orientation according to which the key task of an organisation is to identify the needs, wants,
and values of target markets and to adapt the organisation so that it delivers the desired

satisfaction more effectively and efficiently than competitors, while generating profit.

In a market economy, the role of marketing is directly linked to organising free and
competitive exchange that ensures effective matching of demand and supply of goods and

services. This matching requires coordination at two fundamental levels:

e Organisation of exchange, which relates to the physical flow of goods and services.

This includes the production process, where goods or services are created, and the
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distribution process, whose function is to move the product from the stage of
production to the stage of consumption.

Organisation of communication, which manages the flow of information. In the course of
their activities, firms make a large number of managerial decisions based on available
information. Information is crucial for day-to-day management, for accurate and timely
forecasting of market trends, and for anticipating changes in consumer behaviour. The
specific nature of marketing-related problems requires systematic data collection,
processing, analysis, and evaluation in order to support optimal decision-making.

Marketing is both a business philosophy and an active managerial process. In the academic

literature, marketing is most commonly defined as:

a market-oriented concept of firm management;

a process of delivering the right product to the right market at the right time and at
the right price;

a managerial process responsible for identifying, anticipating, and satisfying
customer requirements profitably;

a process of planning, pricing, promoting, and distributing goods, ideas, and services
in order to create exchanges that satisfy individuals and organisations;

a human activity directed at satisfying customer needs and wants through exchange,
providing value to consumers in return for payment and profit;

not only a key business function, but also an organisational philosophy - a concept,
approach, and behavioural orientation that shapes how an organisation is managed

and directed.

In summary, marketing can be defined as a managerial and social process aimed at satisfying

the needs and wants of individuals and organisations through the creation of free and

competitive exchanges of products and services that generate value and customer

satisfaction, with the objective of achieving profit and long-term sustainability.

Key Concept Box 1: Marketing as a Business Philosophy

Marketing is not limited to selling or promotion. As a business philosophy, marketing
represents a managerial and social process focused on understanding customer needs and
creating value through exchange. Strategic marketing extends this logic by linking
customer value creation to long-term competitive advantage and organisational goals.

Traditionally, marketing influence is structured through the marketing mix, which consists

of Product, Place (distribution), Price, and Promotion - the so-called “four Ps”. In

contemporary marketing practice, this classic model has been expanded to include at least

three additional elements: People, Physical evidence, and Process.
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e Physical evidence includes the tangible resources that enable product delivery and use.
e Process represents the procedures and activities through which services are
delivered.

Some authors further expand the mix by adding Power (market power and influence) and
Public Relations as a distinct element rather than an integral part of marketing
communications. The relative importance of these elements varies across products and
markets. As the desired value proposition changes, so does the structure and emphasis of

the marketing mix.

Case Study 1. IKEA: Marketing as a Business Philosophy

IKEA represents a textbook example of marketing understood not merely as a business
function, but as an overarching business philosophy. From its foundation, IKEA has built its
strategy around a deep understanding of customer needs: affordable prices, functional

design, aesthetic appeal, and convenience.

The company’s value proposition is based on a tightly integrated marketing mix. Product
design emphasises modularity, simplicity, and Scandinavian aesthetics. Pricing is driven by
cost leadership, achieved through flat-pack packaging, customer self-assembly, and global
sourcing. Distribution combines large-format stores located outside city centres with
increasingly sophisticated digital channels. Promotion focuses on emotional branding,
lifestyle storytelling, and sustainability narratives rather than aggressive price advertising.

People, processes, and physical evidence play a critical role in IKEA’s service-dominant logic.
The in-store experience is designed to guide customers through staged environments that
simulate real living spaces, while processes such as self-service warehousing and checkout

reinforce the brand’s promise of affordability and efficiency.

This case illustrates marketing as an integrated managerial philosophy that aligns
organisational processes, resources, and culture around customer value creation and long-

term competitive advantage.

Key teaching points

e Marketing as a holistic business philosophy

e Integration of the extended marketing mix (7Ps)

e Value creation and cost leadership through marketing-driven design

Common Mistake Box 2: Confusing Marketing with Sales

A frequent misunderstanding is equating marketing with sales or advertising. Sales focus
on transactions; marketing focuses on value creation, relationships, and long-term
positioning. Strategic marketing begins long before a product is sold and continues long
after the transaction is completed.
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1.2 Definition of a Strategy

In economic and management literature, numerous definitions of corporate or business
strategy exist. These definitions demonstrate historical continuity and gradual development,
reflecting changes in economic conditions and business practice. The concept of strategy
originates from military theory (from ancient Greek, meaning “to lead an army”), but has

been adapted to the business context.

In contemporary economic conditions, strategy is understood as the ability to integrate
individual actions into a coherent system aimed at purposeful management of activities and
the achievement of specific results. Among the most widely accepted definitions, corporate

strategy is understood as:

e aforce that provides conscious and integrative guidance for organisational behaviour
and leads to a consistent and unified pattern of decisions;

e a means of defining an organisation’s mission, long-term objectives, action
programmes, and priorities for resource allocation;

e aresponse to opportunities and threats arising from the external environment, on the

one hand, and to the organisation’s strengths and weaknesses, on the other.

Strategy represents a fundamental pattern of current and planned objectives, resource
allocation, and interaction between the organisation and its markets, competitors, and the

broader environment.

Any well-developed strategy must provide answers to several key questions:

e Whatis to be achieved (objectives)?
e Where is it to be achieved (industries, product and geographic markets)?
e How is it to be achieved (resource allocation and actions that align with

environmental opportunities and threats while creating competitive advantage)?

In practice, this means defining the direction of organisational development in the medium and
long term. Strategy serves as a mechanism for change, outlining alternative paths for achieving
desired future states. Strategy formulation is not a one-time event, but a continuous process

aimed at achieving effective alignment between the organisation and its environment.
A comprehensive corporate strategy addresses:
e Scope - the breadth of industries, product lines, and market segments in which the
firm operates or plans to enter;

e Objectives - desired performance levels (e.g. sales volume, market share,
profitability);
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e Resource allocation - acquisition and distribution of resources across activities,
products, and markets;

e Competitive advantage - strengths that allow the firm to outperform competitors
through superior value, lower costs, or differentiation;

e Synergy - achieving outcomes where the combined effect exceeds the sum of

individual components.

In diversified firms, strategies are developed at four organisational levels:

Corporate strategy - overall direction and portfolio management.
Business (competitive) strategy — competitive positioning within individual business
units.

3. Functional strategy - strategies for specific functions, including marketing, finance,
and operations.

4. Operational strategy - day-to-day actions supporting higher-level strategies.

Strategic management in practice involves three interrelated phases:

e strategic planning;
e strategic organisation;

e strategic control and adjustment.

Case Study 2. Apple Inc.: Strategy and Strategic Marketing Alignment

Apple Inc. demonstrates the practical interaction between corporate strategy, business
strategy, and strategic marketing. At the corporate level, Apple focuses on a limited portfolio
of tightly integrated hardware, software, and services. Rather than pursuing diversification
across unrelated industries, the company concentrates on ecosystems that reinforce

customer loyalty and brand equity.

At the business strategy level, Apple follows a clear differentiation strategy. Its competitive
advantage is built on design excellence, innovation, user experience, and strong brand
positioning rather than price competition. Strategic marketing plays a central role in
communicating this differentiation through minimalistic communication, iconic product

launches, and emotional brand narratives.

At the functional level, Apple’s marketing strategy supports corporate objectives by
emphasising premium positioning, controlled distribution channels, and consistent global
brand identity. Strategic decisions about product lines, pricing, and communication are

tightly coordinated with long-term corporate goals rather than short-term sales targets.

This case highlights how strategic marketing functions as a bridge between corporate vision

and market execution.

Key teaching points
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o Strategy at multiple organisational levels
e Strategic marketing as a source of differentiation

e Long-term positioning versus short-term tactical marketing

1.3 Definition of Strategic Marketing

Strategic marketing is an integral part of strategic management and is grounded in the
principles, approaches, and analytical tools of strategic theory. As a managerial practice,
strategic marketing has a relatively short history, having developed primarily over the last
two to three decades. This explains the lack of strict boundaries between strategic

marketing, strategic management, and traditional marketing.

Nevertheless, an increasing number of firms successfully implement marketing decisions
with a strategic character, deriving benefits and mitigating risks in dynamic and competitive

environments.

The growing importance of strategic marketing is driven by:

e accelerating changes in the external environment;

e evolving consumer needs and preferences;

e internationalisation and globalisation of business;

e emergence of new business opportunities;

e advances in information and communication technologies;

o widespread access to modern technologies.

Strategic marketing connects the long-term orientation of corporate and business strategy
with the operational instruments of marketing, while continuously adapting both to changes
in the external environment. In this sense, strategic marketing functions as a coordinating

and integrative mechanism that supports sustainable competitive advantage.

Strategic marketing defines the logic and direction of marketing activity, while operational
marketing translates this logic into concrete, measurable actions.

Table 1. Strategic Marketing vs. Operational Marketing

Dimension Strategic Marketing Operational Marketing
Long-term (several years) Short-term (months, quarters)

Achieving sustainable competitive  Achieving current sales and
advantage communication targets
Where to compete? How to What actions to implement now?
compete? With what positioning? How to execute plans?
Top and middle management Middle management and
operational teams

Sleololi e ceklosl Markets, segments, positioning, Campaigns, promotions, media
value proposition plans, sales actions
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High (future-oriented, irreversible  Lower (based on existing plans
uncertaint choices) and budgets)
Market share, brand equity, long-  Sales volume, response rates,
indicators term profitability campaign efficiency
SWOT, PEST, Five Forces, PLC,  Advertising plans, sales promotion
portfolio models tools, CRM actions

Role in Defines direction and priorities Executes and supports strategic
management direction
Strategic marketing focuses on identifying key success factors by analysing environmental

opportunities and threats alongside internal strengths and weaknesses, and by

systematically comparing firm capabilities with those of competitors.

Strategic Insight Box 3: Why Strategy Matters in Marketing

Operational marketing answers the question “How do we sell today?” Strategic marketing
answers “Where should we compete tomorrow, and why?” Without a strategic perspective,
marketing actions risk becoming fragmented, reactive, and disconnected from long-term
performance.

Unlike strategic management, which operates primarily at the corporate level, strategic
marketing decisions are typically made within functional marketing units and concern the
effective market presence of the firm through its marketing instruments. Compared to
operational marketing, strategic marketing places greater emphasis on product groups and

long-term positioning rather than individual products and short-term actions.

Figure 1. Conceptual Framework of Strategic Marketing

External

Environment

(Context and constraints —
largely uncontrollable)

» Market dynamics
» Competition

» Technological change

» Economic, social, political,
and cultural forces

Influences &
Opportunities Threats

Influences &
Opportunities/Threats

Corporate

& Business Strategy

(Direction and long-term
choices)

» Mission and objectives
> Scope and competitive positioning

— » Customer experience “
» Resource allocation 1 l k » Communication and distribution
» Sources of competitive advantage h y . y ‘ » Sales and market performance
Alignment

Environment ==p Strategy —=» 9= Marketing == Marketing

(constraints, opportunities, and strategic choices shape marketing actions)

Marketing

(Operational & Tactical)

(Execution and market Results, Feedback
interaction) & Market Impact
» Marketing mix (4Ps / 7Ps)

Marketing == Strategy ==p Environment (indirectly) sl

(market performance, customer feedback, and competitive behavior inform strategic adjustment)
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In essence, strategic marketing is the process through which a firm differentiates itself from
competitors by building and sustaining competitive advantages based on superior value
creation for target markets.

Learning Resources

Recommended Further Reading

1. Cravens, D. W. & Piercy, N. F. (2013). Strategic Marketing. New York: McGraw-Hill.

2. West, D, Ford, J. & Ibrahim, E. (2015). Strategic Marketing: Creating Competitive
Advantage. Oxford: Oxford University Press.

3. Kotler, P., Armstrong, G. (2018). Principles of Marketing. 17th ed. Pearson.

4. Hooley, G., Piercy, N. & Nicoulaud, B. (2023). Contemporary Strategic Marketing.
Pearson.

5. Porter, M. E. (1980). Competitive Strategy. New York: Free Press.
Kim, W. C. & Mauborgne, R. (2015). Blue Ocean Strategy. Harvard Business School Press.

7. Keller, K. L. (2013). Strategic Brand Management. Pearson.

Key Concepts

e Marketing

e Marketing concept

e Marketing mix (4Ps and 7Ps)

e Strategy

e Corporate strategy

e Business (competitive) strategy
e Functional strategy

e Strategic management

o Strategic marketing

o Competitive advantage

e Value creation

e Synergy

Self-Study Tasks

1. Select an existing product or brand (e.g. a restaurant, retail chain, or digital service)
and analyse it as if it operated in a different market context.
2. Answer the following questions:
o What s the core product and value proposition?
o What services accompany the product?
o What pricing strategy is applied?
o Where and how is the product distributed?

o How is the product promoted?
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o What type of customer experience is created?
3. Identify which elements of the marketing mix are most critical for achieving
competitive advantage.
4. Explain whether the company’s marketing activities reflect a strategic or primarily
operational orientation.
5. Discuss how changes in the external environment might require adjustments to the
firm’s strategic marketing approach.

Example Test Questions

Which of the following best defines marketing as a business philosophy?
a) A sales-oriented approach focused on maximising short-term revenue
b) A process of managing promotion and advertising activities
c) A managerial and social process aimed at creating customer value through
exchange

d) A pricing mechanism for balancing supply and demand

Which element is not part of the traditional marketing mix (4Ps)?
a) Product
b) Price
c) People

d) Promotion

Strategic marketing differs from operational marketing primarily because it:
a) focuses on daily sales activities
b) emphasises short-term performance
c) concentrates on long-term positioning and competitive advantage

d) ignores the external environment

At which organisational level is marketing strategy primarily developed?
a) Corporate level
b) Functional level
c) Operational level

d) Individual employee level

Which of the following is a key task of strategy formulation?
a) Designing advertising campaigns
b) Answering where and how a firm will compete
c) Managing inventory levels

d) Conducting daily customer service operations

Correct answers: 1c, 2¢, 3¢, 4b, 5b
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Exam Focus: Foundations of Strategic Marketing

When preparing for the exam, pay special attention to the following core issues:

e The definition of marketing as a managerial and social process, not merely sales or promotion.

e The distinction between marketing philosophy, marketing management, and marketing tools.

e Differences between strategic marketing (long-term orientation) and operational marketing
(short-term actions).

e The role of marketing strategy in achieving competitive advantage.

e The relationship between corporate strategy, business strategy, and marketing strategy.

e Typical misconceptions, such as equating marketing exclusively with advertising or pricing.

e Ability to explain concepts clearly using theoretical language, not examples alone.
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Chapter 2. Marketing Environment

Learning Objectives

understand the concept of the marketing environment and its role in strategic decision-
making;

e distinguish between micro-, meso-, and macro-environmental factors;

e analyse controllable and uncontrollable environmental forces affecting firms;

e apply environmental analysis tools such as PEST, PESTLE, and STEEPLE;

e evaluate how environmental dynamics influence marketing strategies at national and

international levels.

2.1 The Concept of the Marketing Environment

Every enterprise operates as an open system, within which its constituent elements -
organisational units, functional departments, and groups of people performing specific roles
- interact in order to achieve the firm’s mission, overall objectives, and sub-objectives. As an
open system, the firm is subject to constant and multifaceted influence from a variety of
external forces with different quantitative and qualitative characteristics. Taken together,
these forces form what is commonly referred to as the business environment or marketing

environment.

The marketing environment includes the totality of active actors, forces, and conditions that
exist outside the boundaries of the firm and exert influence over its activities and market
performance. This environment is highly dynamic and imposes a range of constraints on
firms, deeply affecting their development and life cycle. Environmental changes are often

accelerated, unexpected, and sometimes abrupt, creating conditions of uncertainty.

Organisations and their marketing systems therefore operate under conditions determined
by the specific characteristics of their environment, which is always subject to change.
Environmental dynamics simultaneously generate threats and risks, but also opportunities
for growth, expansion, and strategic renewal. The ability to forecast future environmental
developments and understand the direction and intensity of change is of critical importance

for effective management.

Strategic Insight Box 4: Environment as Constraint and Opportunity

The marketing environment does not only impose constraints; it also creates opportunities.
Firms that systematically scan political, economic, social, and technological trends are
better positioned to anticipate change and transform uncertainty into strategic advantage.

In this sense, the marketing environment can be defined as the set of all active subjects, forces,
and conditions external to the firm that influence its marketing activities, strategic decisions,

and market outcomes.
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From a managerial perspective, the marketing environment comprises five interrelated

elements:

e controllable factors;

e uncontrollable factors;

e the level of organisational success or failure in achieving objectives;
e information;

e adaptation.

Controllable factors are those subject to managerial decisions and strategic choice.
Uncontrollable factors originate outside the firm and cannot be directly influenced.
Organisational success depends on how effectively controllable factors are managed in
response to uncontrollable forces. Information provides the basis for understanding
environmental conditions, while adaptation represents the firm’s strategic response to

environmental change.

In contemporary conditions, characterised by accelerated technological development and
global interconnectedness, the role of information and adaptive capability has become

increasingly central to strategic marketing.
2.2 Micro- and Macro-Marketing Environment

The conditions of the marketing environment and their evolution are determined by a wide
range of factors. From the perspective of their immediacy and mode of influence, these factors

can be divided into two main groups: micro-environmental and macro-environmental factors.

Key Concept Box 5: The Multi-Level Marketing Environment

The marketing environment consists of interacting macro- (PEST), meso- (industry and
market), and micro-level (firm and stakeholders) factors. Strategic marketing decisions
require simultaneous consideration of all three levels, as changes at one level often trigger
effects at the others.

2.2.1 Micro-Marketing Environment

The micro-marketing environment consists of forces that have a direct and immediate impact

on the firm and its ability to serve customers. These forces include:

e Suppliers, who provide the material, financial, and informational resources required
for production and service delivery. Managers must closely monitor supplier prices,
quality, reliability, and market conditions.

e Marketing intermediaries, including wholesalers, retailers, logistics providers,
marketing agencies, and financial institutions, which assist firms in promoting,

selling, and distributing products.
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e Customers, whose number, structure, preferences, and behaviour shape demand
conditions and market potential.

e Competitors, which may be classified as decision-based competitors, product-
category competitors, product-form competitors, or brand competitors.

e Publics (contact audiences), defined as groups that have actual or potential interest in
the firm or influence its ability to achieve objectives. These publics may support or

hinder firm activities.

The micro-environment functions as the immediate operational context of the firm and often
serves as a transmission mechanism through which macro-environmental forces exert
influence.

2.2.2 Macro-Marketing Environment

The macro-marketing environment comprises a broad set of forces that influence the firm
indirectly, by shaping the conditions under which the micro-marketing environment
operates. Although these forces do not usually affect the firm’s activities on a day-to-day

operational level, their cumulative impact is profound, long-lasting, and strategic in nature.

For analytical purposes, macro-environmental factors are commonly grouped according to
their dominant characteristics. In line with the original conceptual framework, these include
social, economic, technological, political and legal, cultural, ethical, and competitive
dimensions, while recognising that strict boundaries between these groups are neither

possible nor analytically desirable.

Social and demographic factors form the structural foundation of market demand and
determine the quantitative and qualitative characteristics of consumer markets. They
describe the composition, dynamics, and social organisation of populations within specific

national or regional contexts.
These factors include:
e population size, growth, and density;
e age structure and generational composition;
e urbanisation and migration patterns;
o household size and structure;
e education levels and skills distribution;
o employment patterns and occupational structure;

e income distribution and social stratification.
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Social and demographic characteristics strongly influence consumption needs, purchasing
power, and lifestyle choices. They explain variations in demand for specific product
categories, packaging sizes, service formats, and distribution channels. For example, ageing
populations increase demand for healthcare services, while urbanisation reshapes retail

formats and logistics systems.

From a strategic marketing perspective, social and demographic factors are essential for
market segmentation, targeting, and positioning. In international marketing, demographic
differences between countries and regions provide critical guidance for adapting product
offerings and communication strategies. Failure to account for demographic trends may

result in misaligned value propositions and declining market relevance.

Economic factors represent one of the most influential components of the macro-marketing
environment, as they directly affect purchasing power, consumption capacity, and price

sensitivity. These factors shape both demand conditions and firms’ cost structures.
Key economic factors include:

e income levels and income distribution;

e economic growth and productivity;

o inflation and interest rates;

e employment and unemployment;

e access to credit and financial markets;

e exchange rates and currency stability;

o stages of the business cycle.

Marketing managers must continuously analyse and forecast the interaction between
marketing activities and the phases of the economic cycle - expansion, recession, stagnation,
and recovery. Consumer behaviour, brand loyalty, and price sensitivity vary significantly

across these phases, requiring adaptive marketing strategies.

In international marketing, differences in economic development necessitate the
classification of markets into developed, developing, and emerging economies. Each
category is characterised by distinct demand patterns, infrastructure quality, institutional
frameworks, and risk profiles. Strategic marketing must therefore tailor pricing, product

complexity, distribution intensity, and communication messages to economic realities.

Political and legal factors are inseparable, as legal frameworks are the direct outcome of

political decision-making and public governance. Together, they define the institutional
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rules of the market and establish the boundaries within which marketing activities are

conducted.
These factors include:
e political stability and government continuity;
e regulatory regimes and administrative procedures;
e taxation systems and fiscal policy;
o trade policy, tariffs, and non-tariff barriers;
e competition law and consumer protection;

e labour law and intellectual property rights;

industrial and innovation policy.

Governments influence business activities not only as regulators but also as facilitators,
partners, competitors, or direct market participants. At the international level, firms must
comply simultaneously with national legislation and with supranational and international
frameworks established by organisations such as the World Trade Organization, the United

Nations system, international financial institutions, and regional integration groupings.

Political and legal environments vary substantially across countries and are subject to
frequent change. This variability increases uncertainty, compliance costs, and legal risk for
international marketers. Strategic marketing therefore requires systematic monitoring of

regulatory developments and close coordination with legal and public affairs functions.

Technological factors have become a central driver of competitiveness, particularly in
knowledge-intensive, innovation-driven, and digitally mediated industries. Technological

development affects not only production processes but the entire marketing value chain.
Technological factors include:

o level of technological development and infrastructure;

o digital connectivity and platform availability;

e automation and artificial intelligence;

e research and development intensity;

e innovation diffusion and adoption rates;

technological standards and compatibility.

Technological change influences product design, quality, cost structures, logistics systems,

communication channels, and customer interaction. In many international markets,
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technological superiority constitutes a decisive competitive advantage and a key barrier to

entry.

From a strategic marketing perspective, firms must continuously invest in technological
upgrading and innovation while ensuring that technological solutions align with customer
needs and market readiness. Differences in technological infrastructure across countries

require differentiated market entry strategies and adapted digital marketing approaches.

Cultural factors represent one of the most complex and sensitive dimensions of the macro-
marketing environment. Culture encompasses shared values, beliefs, norms, traditions,
symbols, and lifestyles that shape how consumers perceive value and make purchasing

decisions.
Cultural factors include:
e value systems and belief structures;

traditions, customs, and rituals;

language and communication styles;

attitudes toward time, risk, and authority;
e consumption norms and lifestyle patterns.

Cultural differences affect product design, branding, packaging, advertising appeals,
communication tone, and channel preferences. In international marketing, neglecting
cultural specificities is a common cause of strategic failure, even for technologically and

financially strong firms.

Closely linked to culture are business ethics and moral norms, which reflect societal
expectations regarding acceptable business behaviour. These norms are reinforced by legal
frameworks governing unfair competition, consumer rights, data protection, and corporate
responsibility. Ethical conduct increasingly influences brand trust, reputation, and long-term

customer relationships.

Environmental, or natural, factors constitute an increasingly important component of the
macro-marketing environment. They encompass the natural conditions and resources that
affect production processes, logistics, product design, consumption patterns, and long-term

business sustainability.
Environmental factors include:
e availability and cost of natural resources;

e climate conditions and climate change;
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e environmental pollution and waste management;

e energy availability and energy prices;

e ecological balance and biodiversity;

e environmental protection regulations and standards.

Historically, environmental factors were perceived primarily as external constraints on
production and distribution. In contemporary conditions, however, they have become
strategic variables that significantly influence competitive positioning and market success.

Growing public awareness of environmental issues, combined with stricter national and
international environmental regulations, has increased pressure on firms to adopt
environmentally responsible business practices. Governments, supranational institutions,
and international organisations increasingly regulate emissions, waste disposal, packaging,
energy efficiency, and resource use. Compliance with such regulations is no longer optional
and directly affects cost structures, market access, and brand reputation.

From a marketing perspective, environmental factors influence:
e product design (eco-design, recyclable materials, energy efficiency);
o packaging decisions;
o logistics and distribution systems;
e communication strategies and environmental claims;
e consumer perceptions of corporate responsibility.

Environmental considerations are particularly significant in international marketing, as
environmental standards, regulatory enforcement, and societal expectations vary
substantially across countries and regions. Firms operating internationally must therefore
adapt their marketing strategies to diverse environmental requirements while avoiding

reputational risks associated with greenwashing or non-compliance.

In contemporary strategic marketing, environmental factors are increasingly linked to
broader concepts such as sustainability, corporate social responsibility, and ESG
(Environmental, Social, and Governance) performance. Rather than being treated solely as
constraints, environmental factors are now viewed as potential sources of differentiation
and competitive advantage, especially in markets where consumers value sustainable and

responsible business behaviour.

2.2.3 Competitive and Meso-Level Factors

In addition to macro-level forces, firms are influenced by meso-level factors, particularly
industry structure and competitive dynamics. These factors operate between the macro- and

micro-environment and shape the immediate competitive context of firms.

27



Basics of Strategic Marketing: A Lecture Course

Competitive and meso-level factors include:
o intensity of competition within the industry;
e number and size distribution of competitors;
e market concentration and industry structure;
e barriers to entry and exit;
e availability of substitute products;
e bargaining power of suppliers and buyers.

These factors determine the level of profitability within an industry and influence strategic
choices related to positioning, differentiation, pricing, and innovation. While competitive
forces operate closer to the firm, they are strongly shaped by macro-environmental

conditions such as regulation, technology, and economic development.

Figure 2. Interaction between Macro-, Meso-, and Micro-Marketing Environments
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Effective strategic marketing therefore requires an integrated analytical perspective, linking
macro-environmental trends, meso-level industry dynamics, and micro-level firm

capabilities.

Although macro-environmental factors are analytically grouped for clarity, in reality they

interact continuously and influence the firm through complex transmission mechanisms.
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Social changes affect economic behaviour; political decisions shape legal frameworks;

technological advances alter cultural norms and consumption patterns.

Strategic marketing must therefore adopt a holistic and forward-looking perspective,
recognising that macro-environmental forces shape the long-term context in which

competitive advantage is created and sustained.

The macro-marketing environment establishes the broad external conditions within which
industries operate. These conditions shape meso-level industry structures and competitive
dynamics, which in turn define the immediate micro-marketing environment of the firm.
Strategic marketing represents the firm’s adaptive response, aligning controllable internal
factors with external environmental forces in order to achieve sustainable competitive

advantage.
2.3 Controllable and Uncontrollable Factors

All firms operate in a marketing environment composed of controllable and uncontrollable
variables. Understanding the distinction between these two categories is fundamental to

strategic marketing decision-making.

2.3.1. Controllable Factors

Controllable factors are those that fall within the scope of managerial decision-making and
strategic choice. Senior management determines overall business orientation, corporate
objectives, the role of marketing within the organisation, and the interaction between

marketing and other business functions.

Key controllable internal factors include:

e corporate reputation and brand awareness;

e market share and brand strength;

e cost structures and operational efficiency;

e innovation capabilities and research and development;

o effectiveness of sales teams and marketing communication;

e geographic advantages and access to resources;

« financial strength, access to capital, and profitability;

e organisational factors such as leadership quality, managerial competence, flexibility,

adaptability, and speed of response.

These factors represent the internal sources of competitive advantage and are the primary

objects of strategic marketing management.
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2.3.2. Uncontrollable Factors

Uncontrollable factors originate outside the firm and exert influence in a one-directional

manner. These include:

o market demand conditions;

o political and legal frameworks;

e social, ethical, and cultural norms;

o technological change;

e economic cycles and macroeconomic stability;
e competitive dynamics;

e media independence and public opinion.

Firms cannot control these factors but must anticipate, interpret, and respond to them in
order to achieve their strategic objectives.

2.3.3. Information, Adaptation, and Performance

The level of success or failure in achieving marketing and corporate objectives depends on
how well the firm manages controllable factors and how effectively it responds to

uncontrollable environmental forces. This requires:

e systematic collection and analysis of environmental information;
e continuous evaluation of market conditions and competitive behaviour;

o strategic adaptation of marketing plans and actions.

Adaptation represents the firm's response to environmental characteristics while
simultaneously reinforcing and leveraging its competitive advantages. In contemporary
strategic marketing, adaptive capability is a critical determinant of long-term

competitiveness.

Deep and rapid changes in environmental dynamics compel firms to reassess their
strategies, redefine priorities, and modify management models. Technological progress,
economic volatility, market globalisation, and intensified competition increasingly require
firms to adopt strategic marketing approaches that integrate environmental analysis with

proactive competitive action.
2.4 International Marketing Environment

In its essence, as a system composed of multiple factors influencing economic actors, the
international marketing environment does not differ fundamentally from the national
marketing environment of any given firm. However, the scope, complexity, and intensity of

environmental influences at the international level are significantly greater.
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While domestic firms operate within a single macro-environment, firms engaged in
international marketing activities must simultaneously analyse and adapt to multiple
national and regional macro-environments, each characterised by distinct political, legal,
economic, social, cultural, and technological conditions. This multiplicity substantially

increases managerial complexity and strategic risk.

Key specificities of the international marketing environment include:

e increased cultural diversity and institutional variation;
e higher political and regulatory uncertainty;
e currency and macroeconomic volatility;

e opportunities for risk diversification through market diversification.

One of the main specific features of the international marketing environment, beyond its
greater complexity resulting from the diversity of national macro-environments, is the
opportunity for risk reduction through market diversification. By operating across different
countries and regions, firms may offset adverse developments in one market with favourable
conditions in another. However, this potential benefit is accompanied by higher coordination

costs and increased information requirements.

A central challenge in international marketing is achieving coherence between controllable
and uncontrollable environmental factors. While firms cannot directly influence many
macro-environmental variables in foreign markets, international operations provide a
degree of strategic flexibility that is not available domestically. If a firm cannot successfully

adapt to the uncontrollable factors in a particular country or region, it may choose to:
« enter alternative markets with more favourable conditions;
e adjust the scale or mode of market entry;
e modify its marketing mix or positioning strategy;
o withdraw from the market altogether.

In this sense, international marketing allows firms to exercise indirect influence over
uncontrollable factors by selecting environments that better align with their objectives,

resources, and capabilities.

Case Study 3. Starbucks: Adapting to the Global Marketing Environment

Starbucks operates in a highly complex global marketing environment characterised by
cultural diversity, regulatory variation, and shifting consumer preferences. While
maintaining a consistent global brand identity, the company adapts its product offerings,

store formats, and communication strategies to local cultural and social contexts.
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In many Asian markets, Starbucks positions its stores as premium “third places” for social
interaction, while in Europe it competes more directly with traditional cafés. Environmental
sustainability and ethical sourcing have become central elements of Starbucks’ response to

socio-cultural and environmental pressures.

This case demonstrates how effective environmental scanning and adaptation enable global

firms to balance standardisation and localisation.

2.5 Evolution of the Environment and Management Approaches

Changes in the characteristics of the marketing environment, particularly at the macro level,
have been a fundamental driver of the evolution of management concepts, organisational
structures, and strategic approaches. The degree of environmental stability or instability
directly determines the complexity of managerial systems and the nature of marketing

strategies applied by firms.

As the environment becomes more dynamic, uncertain, and difficult to predict, traditional
management approaches prove insufficient. In response, firms develop progressively more
complex forms of planning, organisation, and strategic control. Each new management
approach does not fully replace previous ones but rather builds upon and complements them,

reflecting the cumulative evolution of managerial practice.

2.5.1 The Era of Mass Production

The era of mass production spans from the late nineteenth century through the early decades
of the twentieth century, reaching its peak until the 1930s. This period was preceded by the
Industrial Revolution and was characterised by rapid industrial expansion and relatively

unsaturated markets.

During this stage, managerial attention was primarily focused on:

e the development of industrial technologies;
o the organisation and optimisation of production processes;
e achieving economies of scale;

e expanding production capacity and securing market access.

The dominant principle of competition during this era can be summarised as follows:
the firm that offers a standardised product at the lowest price will succeed.

The key characteristics of the business and marketing environment during this period

include:

e markets were largely unsaturated;
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e industries were clearly delineated and offered strong growth potential;
o firms typically operated within a single industry;
o products exhibited little or no differentiation;

e government intervention and social control over business activity were minimal.

Management during this period relied on ex post control, meaning that decisions were made
after changes in the environment had already occurred. The environment was perceived as
relatively stable, changes were slow and predictable, and the future was assumed to be a

continuation of the past. Marketing, as a distinct managerial function, played a limited role.

2.5.2 The Era of Mass Sales and Market Orientation

Beginning in the 1930s and extending through the 1950s, many markets began to approach
saturation, particularly for basic consumer goods. Rising incomes and improved living
standards led consumers to seek more than mere functional utility, increasing the

importance of choice, differentiation, and branding.

As a result, the market - rather than production capacity - became the central focus of
managerial attention. Firms that were oriented toward customer needs and demand

conditions gained a competitive advantage.

Key characteristics of the environment during this period include:

e increased purchasing power of mass consumers;

e growing saturation of demand;

o emergence of product differentiation;

o wider application of marketing tools and techniques;

e increasing importance of market research and demand analysis.

Management approaches during this period were based on the principle of extrapolation.
Although the pace of change accelerated, it was still assumed that future developments could
be forecast by extending past trends. This belief underpinned practices such as:

e annual and multi-year budgeting;
e capital investment planning;
e management by objectives;

e long-term planning.

However, excessive reliance on extrapolation often led to overly optimistic forecasts and a
gap between planned and actual performance. Marketing gained importance, but strategy

remained largely reactive.
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2.5.3 The Post-Industrial and Strategic Era

From the mid-1950s onward, firms increasingly operated in what is commonly referred to
as the post-industrial era. During this stage, environmental changes became more rapid,
complex, and difficult to predict. The boundaries of industries blurred, competition

intensified, and technological innovation accelerated.

Key characteristics of this environment include:

e growing importance of innovation and research and development;
o diversification as a key success factor;

e emphasis on creativity and unique value propositions;

e increased social and environmental expectations toward firms;

e internationalisation and globalisation of business activity;

e intensified competitive pressure.

Under conditions of environmental instability, firms could no longer rely on extrapolation or
reactive planning. Instead, they were compelled to adopt strategic planning and strategic
management approaches, focusing on long-term positioning, flexibility, and proactive

adaptation.

Marketing evolved from a functional activity into a strategic instrument, closely linked to
competitive advantage and corporate decision-making.

2.5.4 Contemporary Environment: Uncertainty, Weak Signals, and Strategic
Marketing

In contemporary conditions, firms face environments characterised by:

e digital transformation and platform-based competition;
e rapid technological disruption;

o geopolitical uncertainty and regulatory volatility;

o global crises (financial, health-related, environmental);

e empowered and data-informed consumers.

These conditions require firms to move beyond traditional strategic planning toward

adaptive and agile strategic marketing. Modern strategic marketing increasingly involves:

e managing under uncertainty and incomplete information;
e detecting and interpreting weak signals from the environment;
e responding to strategic surprises;

e combining short-term responsiveness with long-term strategic coherence.
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Strategic marketing in this context represents a critical link between environmental analysis
and competitive action. It enables firms to align their internal capabilities with external

opportunities while mitigating risks arising from uncontrollable environmental forces.

In summary, the evolution of the marketing environment explains the growing importance
of strategic marketing as a forward-looking, integrative, and adaptive managerial approach,

capable of addressing complexity, uncertainty, and sustained competition.
2.6 Tools for Analysing the Marketing Environment

The analysis of the marketing environment and the changes occurring within it makes it
possible to identify key trends that may, to varying degrees, influence the performance and
strategic development of an organisation. Environmental analysis supports managerial

decision-making by reducing uncertainty, revealing opportunities, and anticipating threats.

A wide range of analytical tools can be applied to study the marketing environment. These
tools differ in scope, depth, and purpose, but all aim to systematise information about

external forces and to support strategic alighment between the firm and its environment.

2.6.1 PEST Analysis

Among the most widely used tools for analysing the macro-marketing environment is PEST
analysis, which provides a structured framework for scanning and summarising the key

external factors affecting firm activity:

Political factors - government stability, public policy, regulation, trade policy,

taxation, and international relations;

e Economic factors - economic growth, inflation, employment, income levels, exchange

rates, and access to finance;

e Social factors - demographic trends, social structure, lifestyles, values, and cultural

norms;

e Technological factors - innovation, digitalisation, automation, research and

development, and technological diffusion.

An effective PEST analysis helps ensure that strategic decisions are aligned with powerful
external forces shaping the environment. It also assists firms in avoiding strategic initiatives

that may fail due to constraints beyond managerial control.

PEST analysis is particularly valuable when firms enter new national or regional markets, as
it helps overcome managerial overconfidence and facilitates faster adaptation to unfamiliar

environmental conditions.
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Table 2. Example Contents of a PEST Analysis

PEST Description Examples of Information Analysed
Dimension
Political Political factors reflect the degree and Government stability and policy
form of government intervention in continuity; trade policy and tariffs;
the economy and the stability of the public subsidies and incentives;
political system. They define the industrial policy; public procurement
regulatory and institutional rules; international relations and
framework within which firms sanctions; government attitudes toward

Economic

operate.

Economic factors describe the overall
economic conditions affecting market
cost and

demand, structures,

investment decisions. They influence

foreign investment.

Economic growth rates; inflation and
interest rates; unemployment levels;
disposable income; income distribution;
exchange rates; access to credit; stages

purchasing power and price ofthe business cycle.
sensitivity.

Social Social factors capture demographic Population size and growth; age
trends and socio-cultural distribution; urbanisation; education

characteristics that shape consumer

levels; household structure; migration

behaviour, lifestyles, and market patterns; lifestyle trends; attitudes
demand. toward health, sustainability, and
consumption.
it rrp (e8| Technological factors reflect the pace Level of digitalisation; research and
and direction of technological change development intensity; automation and
affecting production, distribution, and artificial intelligence; technological
communication processes. infrastructure; innovation adoption

rates; availability of digital platforms;
technological standards.

2.6.2 Extended Environmental Analysis Frameworks

In response to increasing environmental complexity, several extended versions of PEST

analysis have been developed:

e SLEPT analysis - incorporating Social, Legal, Economic, Political, and Technological

factors;

o PESTLE analysis - extending PEST by adding Legal and Environmental factors;

o STEEPLE analysis - including Social/Demographic, Technological, Economic,

Environmental, Political, Legal, and Ethical factors.

These extended frameworks reflect the growing importance of legal regulation,

environmental sustainability, and ethical considerations in contemporary marketing
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decision-making. They are particularly useful in international marketing contexts, where

regulatory, cultural, and ethical diversity is significant.

2.6.3 Industry Structure and Competitive Forces: Porter’s Five Forces Model

While macro-environmental analysis (such as PEST) explains the broad external conditions
affecting firms, it does not sufficiently capture the competitive dynamics within a specific
industry. For this purpose, strategic marketing analysis requires a structured assessment of
the industry environment, which directly influences prices, costs, profitability, and strategic

behaviour.

One of the most widely used frameworks for analysing industry structure is the Five Forces
Model, developed by Michael Porter. The model explains industry profitability through the

intensity of five competitive forces that shape competitive pressure and strategic options.

Figure 3. Porter’s Five Forces Model
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The five forces include:

1. Intensity of Competitive Rivalry. This force reflects the degree of competition among
existing firms within the industry. Rivalry is stronger when competitors are
numerous, market growth is slow, products are weakly differentiated, and exit
barriers are high. High rivalry typically leads to price competition, increased

promotional spending, and pressure on margins.

2. Threat of New Entrants. New entrants increase competitive pressure by expanding
capacity and competing for market share. The threat depends on entry barriers such
as economies of scale, capital requirements, access to distribution channels, brand
loyalty, and regulatory constraints. High entry barriers protect incumbents and

support long-term profitability.
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3. Bargaining Power of Buyers. Buyers exert power when they can demand lower prices,
higher quality, or additional services. Buyer power is strong when customers are
concentrated, products are standardised, switching costs are low, or buyers are price-
sensitive. Strong buyer power limits pricing flexibility and affects marketing strategy,

especially pricing and promotion.

4. Bargaining Power of Suppliers. Suppliers influence profitability by raising prices,
reducing quality, or limiting availability of inputs. Supplier power is high when
suppliers are concentrated, inputs are differentiated, or switching suppliers is costly.

This force affects cost structures and constrains pricing strategies.

5. Threat of Substitute Products. Substitutes limit the price a firm can charge by offering
alternative solutions to the same customer need. The threat of substitutes increases
when alternatives offer attractive price-performance trade-offs or when switching

costs are low. Substitutes place a ceiling on industry profitability.

Together, these five forces determine the structural attractiveness of an industry. From a
strategic marketing perspective, the model highlights that competitive pressure is not driven
solely by direct competitors, but also by customers, suppliers, potential entrants, and

alternative solutions.

The structure of industry competition, as analysed through Porter’s Five Forces, directly
affects a firm’s pricing power, long-term return on investment, and overall strategic
attractiveness of the market. Industries characterised by weak competitive forces allow
firms greater freedom to set prices above costs, sustain higher margins, and achieve more
stable long-term returns, while strong competitive pressure limits pricing discretion,
compresses profitability, and increases strategic risk. Consequently, Five Forces analysis is
not only a competitive diagnostic tool, but also a key input into strategic market selection

and investment decisions.

2.6.4 Strategic Value of Environmental Analysis

The increasing dynamism of environmental factors and the emergence of sudden and
unpredictable changes make the adoption of a strategic approach essential for modern
organisations. In many cases, traditional managerial experience and established routines are

insufficient to address new environmental challenges or to exploit emerging opportunities.

Common Mistake Box 6: Treating Environmental Analysis as a One-Time Task

Environmental analysis is often treated as a static checklist. In reality, it is a continuous
process. Rapid technological change, regulatory shifts, and evolving consumer behaviour
require ongoing monitoring and strategic reassessment.

The core purpose of environmental analysis within strategic marketing is not merely

descriptive, but forward-looking and action-oriented. It enables firms to:
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e identify long-term trends and structural shifts;

detect early warning signals and weak signals of change;

assess the strategic implications of environmental uncertainty;

support scenario building and contingency planning;

align marketing strategies with external opportunities and constraints.

Environmental analysis thus serves as a critical input into strategic marketing planning,

competitive positioning, and risk management.

Case Study 4. Tesla: Technological and Regulatory Forces in the Marketing
Environment

Tesla’s marketing environment is strongly shaped by technological innovation,
environmental regulation, and political incentives for sustainable mobility. Government
subsidies, emission regulations, and infrastructure development significantly influence

demand for electric vehicles.

Tesla’s strategic marketing leverages technological leadership and environmental narratives

while continuously adapting to regulatory differences across markets.

The case highlights the importance of understanding macro-environmental forces as drivers
of both opportunity and risk.

2.7 From Environmental Analysis to Strategic Action

The essence of strategy formulation and implementation lies in selecting the most
appropriate direction of growth from among multiple alternatives. Changes in the external
environment are the primary reason why strategic thinking has become indispensable in

modern organisations.

As environmental turbulence increases, firms must move beyond static planning models

toward more adaptive and flexible strategic marketing approaches. This involves:

e continuous environmental scanning rather than periodic analysis;
e integration of macro-, meso-, and micro-level insights;
e linking environmental analysis directly to marketing objectives, positioning, and

resource allocation.

Strategic marketing thus represents the mechanism through which environmental

knowledge is translated into competitive action.

In contemporary markets, characterised by technological disruption, global

interdependence, regulatory complexity, and heightened competition, environmental
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analysis is not an optional managerial activity but a core strategic capability. The ability to
systematically analyse, interpret, and respond to environmental forces determines whether

firms can achieve sustainable competitive advantage or risk strategic failure.

Learning Resources

Recommended Further Reading

Cateora, P. R. et al. (2023). International Marketing. 19th ed. McGraw-Hill

Doole, I, Lowe, R. & Kenyon, A. (2022). International Marketing Strategy. Cengage.
Kotler, P., Keller, K. L. & Chernev, A. (2025). Marketing Management. Pearson.
Hooley, G., Piercy, N. & Nicoulaud, B. (2023/2024). Contemporary Strategic Marketing.
Pearson.

5. Chaffey, D. et al. (2025). Digital Marketing. Pearson.

6. Porter, M. E. (1980). Competitive Strategy. Free Press.

oW N e

Key Concepts

e Marketing environment

o Business environment

e Micro-marketing environment

e Macro-marketing environment

o Controllable factors

e Uncontrollable factors

e International marketing environment
e PEST / PESTLE analysis

e Environmental uncertainty

e Strategic adaptation

Self-Study Tasks

1. Conduct a PEST or PESTLE analysis for a selected product or brand entering a foreign
market.

Identify the most significant uncontrollable environmental factors affecting the firm.
Discuss how changes in technology influence marketing strategies in your chosen industry.

Analyse the role of cultural factors in shaping consumer behaviour.

ST S A

Evaluate how environmental risks can be transformed into strategic opportunities.

Example Test Questions

The marketing environment consists of:

a) internal organisational processes only
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b) controllable marketing variables only
c) external forces influencing firm performance

d) pricing and promotion decisions

Which of the following is part of the micro-marketing environment?
a) inflation
b) competitors
c) demographic trends
d) technological change

PEST analysis focuses primarily on:
a) internal resources
b) macro-environmental forces
c) competitor strategies
d) customer satisfaction

Which factor is typically uncontrollable for a firm?
a) brand positioning
b) organisational culture
c) legal regulation

d) pricing strategy

International marketing environments are more complex because they involve:
a) fewer competitors
b) a single regulatory system
c) multiple macro-environments

d) only cultural differences

Correct answers: 1c, 2b, 3b, 4¢c, 5¢

Exam Focus: Marketing Environment Analysis

For examination purposes, students should be able to:

e Distinguish between macro-, meso-, and micro-marketing environments.
e Explain the purpose and limits of PEST analysis.

o Identify key environmental factors affecting marketing decisions.

e Demonstrate understanding of environmental dynamics and uncertainty.
e Explain why environmental analysis is a continuous, not one-off, process.

e Apply environmental logic to explain opportunities and threats.

e Avoid purely descriptive analysis; interpretation and implications are essential.
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Chapter 3. Strategic Objectives

Learning Objectives

e understand the role of objectives in strategic marketing and strategic management;
o distinguish between different types of organisational objectives;
o explain the relationship between vision, mission, and strategic objectives;

e analyse the hierarchy of strategic objectives at corporate, business, functional, and
operational levels;

o apply the concept of the objectives tree in strategic planning and marketing decision-making.

3.1 The Role of Objectives in Strategic Management

“Objectives are necessary in every area where performance and results directly affect the

survival and prosperity of the business.”
- Peter Drucker

Strategy represents the means through which desired results are achieved. It provides

guidance on how a company will move “from where it is now to where it wants to be.”

In contemporary business practice, most firms pursue a hierarchy of interrelated objectives
and therefore implement multiple, mutually dependent strategies. Each strategy is
formulated at a different organisational level and addresses a distinct set of managerial

problems.

Objectives give direction to organisational behaviour, coordinate individual and collective

actions, and serve as reference points for evaluating performance and results.
3.2 Types of Objectives

An objective is an element of conscious human behaviour that reflects the predictability of
outcomes and the pathways for achieving them through specific means. At the organisational
level, objectives integrate the actions of different individuals into a coherent sequence or

system and define the relationship between the managing subject and the managed object.

An objective may be defined as a statement of a desired result or desired state of an
organisation or its subunit, referring to a specific future moment or period. Objectives are
formulated in an imperative form, without specifying the means and steps for their

achievement.
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3.2.1 Classification of Objectives

Objectives may be classified according to several criteria. The most commonly applied

classification includes:

Orientation objectives - define the purpose and main functions of the organisation,

unit, or position and guide human effort.

Result objectives - define quantitatively measurable outcomes, set for a specific

period and expressed in absolute indicators.

State objectives - define lasting changes in indicators characterising the capabilities

and potential of individuals and organisational units.

Financial objectives

Non-financial objectives

Long-term (strategic) - up to 10 years;
Medium-term (tactical/operational) - from 2 to 5 years;

Short-term (operational) - up to 2 years.

Corporate objectives
Business objectives
Functional objectives

Operational objectives

Strategic objectives identify the key reference points in the long-term development of the firm.

3.2.2 SMART Objectives in Strategic Marketing

In contemporary management and strategic marketing practice, the formulation of

objectives is increasingly based on the SMART framework, which provides clear criteria for

improving the likelihood of successful objective achievement.

The concept of SMART objectives was introduced in 1981 by George T. Doran, a consultant

and former Director of Corporate Planning at Washington Water Power Company, in his

article “There’s a SM.A.RT. Way to Write Management’s Goals.” The framework was

developed as a practical tool to support managerial decision-making by increasing clarity,

measurability, and strategic coherence in goal-setting.
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SMART obijectives define the key characteristics that well-formulated objectives should possess.

An objective should be specific, clearly defining what is to be achieved. It should not describe
the detailed actions required, but it must provide a precise formulation of the desired

outcome.

When formulating a specific objective, managers should be able to answer the following

questions:
o Who is involved in achieving the objective?
e What exactly is to be achieved?
e When should the objective be achieved?
e Where will the objective be pursued (if applicable)?
e Which constraints, prerequisites, or obstacles may affect achievement?
e Why is this objective important for the organisation?

Specificity reduces ambiguity, aligns expectations, and facilitates coordination across

organisational units.

An objective must be measurable, meaning that clear indicators exist to assess progress and
determine whether the objective has been achieved.

Measurement makes objectives tangible and enables:
e monitoring of progress;
e comparison between planned and actual performance;
e timely corrective action.

For long-term or complex objectives, it is advisable to define intermediate milestones, linked

to specific tasks and deadlines.

An objective should be achievable, taking into account the organisation’s available resources,

capabilities, skills, and constraints.

Achievability does not imply minimal ambition. Instead, objectives should be sufficiently
challenging to motivate effort and innovation, without being unrealistic or demotivating.

When necessary, achieving an objective may require:
e development of new competencies;

e acquisition of additional resources;
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e organisational learning and behavioural change.

An objective must be relevant, meaning that it contributes meaningfully to broader

corporate, business, and marketing objectives.

Relevance ensures strategic coherence by linking individual objectives to:
o the organisation’s mission and vision;
e long-term strategic priorities;
e current competitive and market conditions.

This criterion also addresses the question of why the objective is set at a particular moment

and how it fits into the overall strategic direction of the firm.

Every objective should be time-bound, specifying a clear time horizon for achievement.
Time constraints:

e create a sense of urgency;

e support prioritisation of managerial actions;

e enable performance evaluation.

For objectives with longer time horizons, it is recommended to define intermediate

deadlines, ensuring continuous control and adjustment during implementation.

The application of the SMART framework supports strategic marketing by:
e improving clarity and consistency in objective formulation;
o facilitating coordination across organisational levels;
o linking strategic intent with operational execution;

e enhancing control and accountability.

Strategic InsightBox 7: Objectives as Strategic Commitments

Strategic objectives are not neutral targets. They signal priorities, guide resource allocation,
and influence organisational behaviour. Poorly defined objectives create ambiguity, while
SMART objectives enhance accountability and strategic focus.

SMART obijectives are therefore not merely a technical tool, but a core element of strategic
marketing management, ensuring that vision and mission are translated into actionable,

coherent, and achievable strategic goals.
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3.3 Strategic Objectives, Vision, and Mission

Strategic objectives are not formulated in isolation. They are derived from, and must remain
consistent with, the organisation’s strategic vision and mission, which together define the
long-term direction, purpose, and identity of the firm.

While these three concepts are closely related, they serve distinct managerial functions and
operate at different levels of abstraction. Understanding their differences and
interconnections is essential for effective strategic marketing.

3.3.1 Strategic Vision

Strategic vision expresses the top management’s view of the organisation’s desired future
state. It articulates what the company seeks to become over the long term and reflects the

beliefs, values, and ambitions of senior leadership.
The strategic vision:
e is primarily future-oriented;
e presents an aspirational image of the organisation;
o outlines long-term development directions rather than detailed actions;
o serves as a reference point for strategic decision-making.
A well-formulated vision answers questions such as:
o What kind of organisation do we aspire to be?
e In which markets and competitive spaces do we seek to operate?
e What distinctive position do we want to achieve?

Vision is most effectively formulated by top management or the founder, as it reflects the
highest level of strategic intent. Because it is oriented toward a distant future, vision may
lose relevance once the desired state is achieved, requiring reformulation in response to new

environmental conditions.
For a vision to be effective, it should be:
e concise and easy to communicate;
o inspiring and credible;
o forward-looking but not detached from organisational capabilities;
o sufficiently clear to guide strategy development.

Possessing a clear strategic vision is a major organisational asset. It supports unity of
purpose, strengthens corporate identity, and motivates employees to commit to long-term

objectives.
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3.3.2 Mission of the Organisation

Unlike vision, which is focused on the future, the mission describes the organisation’s
“eternal present.” It defines the organisation’s reason for existence, scope of activity, and

fundamental approach to creating value.
The mission:
e clarifies what the organisation does and for whom;
e defines how the organisation differs from competitors;
« focuses on solving customer problems and creating value;
e provides a stable reference point for objective-setting and strategy formulation.

Mission statements apply not only to business organisations but also to public and non-profit
institutions, as all organisations exist to fulfil specific societal or customer-related needs.

A well-defined mission serves several key functions:
e itprovides direction for strategic objectives;
e it supports consistency across organisational levels;
e it communicates the organisation’s identity to external stakeholders;
o itstrengthens internal cohesion and corporate culture.

To be effective, a mission must be more than a formal declaration. It should be shared,
understood, and accepted by organisational members. When internalised, it exerts a strong
motivational effect and guides everyday behaviour.

3.3.3 Stakeholder Orientation of Mission

The mission reflects the interests of key stakeholder groups whose actions influence the

organisation’s purpose and functioning, including:

e owners and shareholders;

e managers and employees;

e customers and users of products or services;

e business partners and suppliers;

e local communities and society as a whole.
By recognising and balancing these interests, the mission enhances organisational
legitimacy and supports long-term sustainability.

3.3.4 Corporate and Business Missions

In large and diversified organisations, mission formulation occurs at multiple levels:
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e Corporate mission - expresses the overall identity, values, and social commitments
of the company. It communicates the organisation’s purpose to the external

environment and defines long-term priorities.

e Business mission - applies to individual strategic business units and specifies the

nature of each business, its target markets, and its distinctive capabilities.

Each business unit formulates its own mission, which must be consistent with the corporate

mission while allowing for strategic differentiation.

A comprehensive mission typically includes both external and internal components:

Table 3 Core Components of the Mission

Component Content

Products /| What products or services are offered? Can value be enhanced through

Services vertical integration or complementary activities?

(g W) aed | Who are the primary customer groups? Are there opportunities for market

expansion?

Technology Which production, managerial, and digital technologies shape current and

future operations?

Competitive What distinctive strengths differentiate the organisation from competitors?

Advantages

Hedliodivg =l What ethical principles, values, and norms guide organisational behaviour?
Values

3.3.5 Strategic Objectives as a Link between Vision and Mission

Strategic objectives translate vision and mission into concrete, actionable targets. They

represent the point at which abstract intent becomes operational reality.

Key Concept Box 8: Vision-Mission-Objectives Hierarchy

Vision defines the desired future state of the organisation. Mission explains the firm’s purpose
and scope of activity. Strategic objectives translate vision and mission into concrete,
measurable targets. Strategic coherence requires alignment across all three levels.

Strategic objectives:
e derive directly from vision and mission;
e express both aspiration and feasibility;
e provide benchmarks for evaluating strategic performance;

e guide resource allocation and managerial priorities.
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In strategic marketing, objectives ensure that long-term positioning, market selection, and

value propositions remain aligned with the organisation’s identity and purpose.

The vision defines where the organisation wants to go, mission defines why it exists and
what it does, and strategic objectives define what must be achieved and by when. Together,
they form a coherent strategic framework that enables consistent decision-making and

sustainable competitive advantage.

Figure 4. Vision-Mission-Strategic Objectives Relationship

Vision
» Defines the organization’s desired future state

» Reflects long-term aspirations, strategic intent, and
image of what we want to become

b

Mission 3

» Describes the organization’s purpose and core identity

Feedback

» Performance Evaluation

» Translates vision into present-day actions ; :
» Strategic Learning

» Defines what we do, for whom, and how we create value

——
]!l
W Strategic Objectives T
» Operationalize vision and mission into measurable, Q

time-bound targets
» Establish specific goals to achieve mission
» Drive strategy formulation, implementation, and control

Environment =9 Strategy == Marketing

(constraints, opportunities, and strategic choices shape marketing actions)

3.4 Strategic Marketing Objectives

Strategic marketing objectives constitute a system of long-term marketing goals that define
the desired future state of the organisation’s market position, customer relationships, and
competitive performance. They represent the marketing dimension of corporate and
business strategy and guide the formulation of marketing strategies, programmes, and

policies.

Unlike operational marketing objectives, which focus on short-term actions and tactical

results, strategic marketing objectives are:
e long-term in orientation;
e closely linked to vision and mission;

o focused on sustainable competitive advantage rather than immediate sales outcomes;
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e concerned with markets, customers, and competitive positioning.

Strategic marketing objectives specify what marketing must achieve in order to support the
overall strategic direction of the firm.

3.4.1 Role of Strategic Marketing Objectives
Strategic marketing objectives perform several critical managerial functions:

o translate corporate and business objectives into market-related targets;
e provide direction for market selection, segmentation, and positioning;

o guide allocation of marketing resources;

o establish benchmarks for strategic control and performance evaluation;

o ensure coherence between environmental analysis and strategic action.

They act as a bridge between environmental conditions and marketing strategy, ensuring

that marketing decisions reflect both external opportunities and internal capabilities.

Common Mistake Box 9: Confusing Objectives with Actions

Objectives describe what should be achieved, not how it will be achieved. Listing activities
(e.g. “launch a campaign”) instead of outcomes (e.g. “increase brand awareness by 15%")
weakens strategic control and evaluation.

3.4.2 Strategic Marketing Objectives and Competitive Advantage

The ultimate purpose of strategic marketing objectives is to contribute to the creation and

maintenance of competitive advantage. This is achieved by focusing on:

e superior value creation for target customers;
o differentiation through brand, innovation, service, or customer experience;
e cost efficiency and productivity in market-serving activities;

o long-term customer relationships and loyalty.
From this perspective, strategic marketing objectives go beyond revenue growth and
emphasise quality of market presence rather than mere scale.
3.4.3 Main Types of Strategic Marketing Objectives
Strategic marketing objectives may be classified according to their primary focus:
Market-oriented objectives

e market share growth in selected segments;
e entry into new geographic or product markets;

e strengthening competitive position in core markets.
Customer-oriented objectives

e acquisition of strategically important customer groups;
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e increasing customer retention and loyalty;

e improving customer satisfaction and perceived value.
Brand-oriented objectives

e increasing brand awareness and recognition;
e strengthening brand image and positioning;

e building and protecting brand equity.
Competitive objectives

e outperforming key competitors on selected dimensions;
e neutralising competitive threats;

e establishing barriers to entry.
Financially linked marketing objectives

e contribution to profitability through improved margins;
e optimisation of customer lifetime value;

e improving return on marketing investments.

Although analytically distinct, these objectives are interdependent and should be pursued as

an integrated system.

3.4.4 Strategic Marketing Objectives and the SMART Framework

To be effective, strategic marketing objectives should comply with the SMART criteria, as

discussed in Section 3.2.2. This ensures that objectives are:

e specific in terms of market, customer segment, or competitive focus;

o measurable through clearly defined indicators (e.g. market share, brand awareness,
retention rates);

e achievable given organisational resources and capabilities;

e relevant to corporate and business-level strategy;

e time-bound with defined horizons and milestones.

Applying SMART logic does not undermine the strategic nature of objectives but enhances

their managerial usefulness and controllability.

Poorly formulated objective: “Increase sales and improve brand image in the market.”

Well-formulated strategic marketing objective: “Achieve a 15% market share in the
Bulgarian premium coffee segment within three years by strengthening brand positioning

on quality and sustainability, while maintaining a contribution margin of at least 30%.”

The second objective is strategic because it is specific, measurable, time-bound, market-

oriented, and explicitly linked to positioning and financial performance.
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3.4.5 Strategic Marketing Objectives and Hierarchical Alignment
Strategic marketing objectives must be aligned with objectives at other organisational levels:
e corporate objectives, defining overall growth and value creation;
« business objectives, defining competitive positioning within industries;
» functional objectives, including marketing, finance, and operations;
o operational objectives, translating strategy into action.
This alignment ensures consistency across the organisation and prevents conflicts between
strategic intent and marketing execution.
3.4.6 Strategic Marketing Objectives in Dynamic Environments

In volatile and uncertain environments, strategic marketing objectives cannot remain static.

They must be:
e regularly reviewed and updated;
e adjusted in response to environmental change;
e supported by continuous market and competitor analysis.

Strategic marketing objectives therefore combine long-term orientation with adaptive

flexibility, allowing firms to respond proactively to emerging opportunities and threats.

Strategic marketing objectives define the desired future market position of the firm. They
operationalise vision and mission, guide marketing strategy formulation, and provide a
framework for evaluating strategic performance. By aligning environmental analysis,
competitive positioning, and value creation, strategic marketing objectives play a central

role in achieving sustainable competitive advantage.

Case Study 5. Unilever - Strategic Objectives and Mission-Driven Marketing

Unilever’s strategic objectives are strongly derived from its mission and sustainability-
oriented vision. Through its Sustainable Living Plan, the company integrates financial

growth objectives with social and environmental goals.

Marketing objectives focus on strengthening brand equity, expanding emerging-market
presence, and aligning product portfolios with consumer expectations for responsibility and
transparency. This case illustrates how mission-driven strategic objectives guide long-term

marketing strategy while maintaining profitability.

3.5 The Objectives Tree (Hierarchy of Objectives)

Every organisation operates with a system of interrelated objectives that can be structured

and visualised in the form of an objectives tree. This approach reflects the hierarchical nature
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of strategic management and ensures coherence between long-term strategic intent and

short-term operational actions.

The objectives tree represents a structured, hierarchical decomposition of goals, where each
lower-level objective contributes to the achievement of a higher-level objective. In this sense,
objectives are not independent declarations but elements of an integrated system guiding

organisational behaviour and decision-making.

3.5.1 Concept and Origins of the Objectives Tree

The concept of the objectives tree was first introduced by C. Churchman and R. Ackoff (1957)
as a managerial and analytical tool for structuring complex goal systems. It is conceptually

similar to an organisational chart but focuses on goals rather than roles or authority.
An objectives tree:

e organises goals across multiple hierarchical levels;

clarifies logical and functional relationships between objectives;

supports strategic coherence and consistency;

facilitates monitoring, control, and evaluation of performance.
At the top of the objectives tree stands the general (ultimate) objective, most often expressed
through the organisation’s mission. Beneath it are progressively more specific objectives
that translate strategic intent into actionable targets.
3.5.2 Structure of the Objectives Tree
The objectives tree is composed of several hierarchical levels:
e General (strategic) objective

o This represents the fundamental purpose of the organisation and corresponds to its

mission and long-term vision.
o Strategic objectives

e These define the desired future state of the organisation in key areas such as markets,

competitiveness, profitability, and growth.
e Tactical (functional) objectives

e These objectives translate strategy into functional priorities, including marketing,

finance, production, human resources, and logistics.
e Operational objectives

e These are short-term, concrete, and measurable goals related to specific activities,

projects, and processes.
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Each objective at a lower level must:
e belogically derived from a higher-level objective;
e contribute directly or indirectly to its achievement;

e be compatible with other objectives at the same level.

3.5.3 Binary and Network Structures of Objectives Trees

In its simplest form, the objectives tree may be binary, meaning that each objective is
decomposed into two subordinate objectives. However, in practice, organisational objectives

are rarely binary.
More commonly, the objectives tree takes the form of a network structure, where:
e asingle objective may have multiple subordinate objectives;
e alower-level objective may support more than one higher-level objective;
e interdependencies exist between objectives across functional areas.
This network logic reflects the complexity of modern organisations, where marketing,

finance, production, and innovation objectives are tightly interconnected.

Figure 5 Binary and Network Structures of an Objectives Tree

Binary Objectives Tree Network Objectives Structure

Mission /
General Objective

Mission /
General Objective

Strategic

Strategic Strate
Objective 1 Objective 2 ot

Sub-Objective 1.1 Sub-Objéctive 1.2 Func;i;;1al NS Functi(;nal
N\ Objective 1 /. \_ Objective 2

\ , \ Objective 1
[ bperatiombjective m [Oprationarla

W W =
" e / ; =<
/\ /\ Operational ¢ Operational »( Operational
(Operatio@ G‘b-objective 2.1 ﬁperational Objective 1.2 E Objective 1 Qhjective 2 Objective 3

In the binary structure (left-hand side of the figure), each objective is decomposed into

(" Operational

exactly two subordinate objectives at the next hierarchical level. The structure is strictly
hierarchical and linear, with clear vertical relationships. This type of objectives tree is

analytically simple and is most suitable for:

o stable organisational environments;
e narrowly defined strategic problems;

e teaching and conceptual illustration purposes.
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However, binary structures rarely reflect the full complexity of real organisational goal

systems.

In contrast, the network structure (right-hand side of the figure) represents a more realistic

configuration of objectives. Here:

e asingle higher-level objective may be supported by multiple lower-level objectives;
e individual objectives may contribute simultaneously to more than one higher-level goal;
e horizontal and diagonal interdependencies exist between objectives at different

levels.

The network structure reflects the interconnected nature of modern organisations, where
strategic, functional, and operational objectives overlap across departments and activities.

It is particularly relevant in:

e strategic marketing;
o diversified firms;

e organisations operating in dynamic and competitive environments.

The figure demonstrates that while objectives are still hierarchically ordered, their
relationships are not strictly linear, and effective strategic management requires

coordination across multiple dimensions of the objectives system.

3.5.4 Strategic Value of the Objectives Tree
The objectives tree plays a crucial role in strategic marketing and management by:
e ensuring alignment between vision, mission, and concrete actions;
o preventing contradictions between objectives at different organisational levels;
e clarifying priorities and resource allocation;
e supporting coordination between functional units;
e enabling systematic control and performance evaluation.
From a strategic marketing perspective, the objectives tree ensures that marketing
objectives are not formulated in isolation, but are fully integrated into the broader strategic
framework of the organisation.
3.5.5 Objectives Tree and Strategic Marketing
Strategic marketing objectives occupy a central position in the objectives tree. They connect:
e corporate growth and value-creation goals;

e business-level competitive objectives;
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e functional marketing strategies;
o operational marketing programmes and campaigns.
Through the objectives tree, strategic marketing objectives guide decisions related to:
o market selection and segmentation;
e positioning and brand development;
e customer relationship management;
o allocation of marketing resources.

In this way, the objectives tree transforms abstract strategic intent into a coherent system of

market-oriented actions.

The objectives tree is a fundamental instrument of strategic management and strategic
marketing. By structuring objectives hierarchically and ensuring their logical
interdependence, it enables organisations to translate vision and mission into measurable
results. In dynamic and competitive environments, a well-designed objectives tree enhances

strategic clarity, organisational coherence, and long-term performance.
Learning Resources
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Key Concepts

e Strategic objective

e Vision
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e Mission

o Corporate strategy

o Business strategy

o Functional strategy

e Operational strategy

e Obijectives tree

o Strategic marketing objectives

Self-Study Tasks

Identify the vision, mission, and strategic objectives of a selected company.
Classify its objectives according to content and time horizon.
Construct a simplified objectives tree for the company.

Analyse the consistency between corporate and marketing objectives.

AN e

Example Test Questions

Strategic objectives primarily:
a) describe daily operational tasks
b) define long-term development priorities
c) focus on short-term sales targets
d) replace marketing strategy

Which concept reflects the organisation’s “eternal present”?
a) Vision
b) Mission
c) Objective
d) Strategy

The objectives tree is used to:
a) measure financial performance
b) visualise hierarchical goal relationships
c) design marketing campaigns

d) analyse competitors

Which level defines portfolio and investment priorities?
a) Operational
b) Functional
c) Business

d) Corporate

Discuss how environmental change may require revision of strategic objectives.
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Strategic marketing objectives are derived primarily from:
a) operational budgets
b) tactical plans
c) vision and mission

d) short-term market trends

Correct answers: 1b, 2b, 3b, 4d, 5¢

Exam Focus: Vision, Mission, and Strategic Objectives

In exams and case studies, focus on:

e C(lear differentiation between vision, mission, and objectives.

o Understanding objectives as strategic commitments, not actions.
o Application of SMART criteria to strategic marketing objectives.
e Logical consistency between vision, mission, and objectives.

o Interpretation of objective trees and hierarchical goal structures.
e Ability to detect poorly formulated or contradictory objectives.

o Linking objectives to later marketing mix decisions.
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Chapter 4. Strategic Planning, Strategic Analysis, and
Strategic Control

Learning Objectives

understand the role of strategic planning within strategic marketing management;
e distinguish between strategic and tactical planning;

e apply SWOT analysis as a tool for strategic analysis and planning;

e translate strategic analysis into marketing objectives, strategies, and plans;

e understand the role of strategic control and its main forms;

e apply basic techniques for monitoring and controlling strategy implementation.

4.1 Strategic Planning in Strategic Marketing

Strategic planning is one of the most important components of strategic management. It is
strategic because it is directly related to the development of long-term strategies that
determine the future direction of the organisation. Strategic planning represents a
systematic process of defining long-term organisational objectives and developing and

selecting strategies for achieving them.
Strategic planning provides managerial answers to three fundamental questions:
o What will we do, and for whom will we do it?
e What objectives do we want to achieve?
o How will we manage organisational activities in order to achieve these objectives?

Contemporary business operates in a highly dynamic and uncertain environment. Managers
are therefore confronted with the complex task of integrating the core functions of strategic
planning, management, and control in order to achieve results while simultaneously

receiving feedback from both the organisation and its environment.

Through strategic planning, managers aim to improve organisational performance. Strategic
control subsequently assesses whether the organisation is moving toward its objectives,
whether these objectives remain achievable, and what adjustments are required if

deviations occur.

Strategic planning and strategic control form a continuous cycle. Planning defines objectives
and methods, while control evaluates results, compares them with planned outcomes, and

provides feedback that supports continuous improvement.
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4.2 Planning as a Core Management Function

Uncertainty, rapid environmental change, intensified competition, and limited resources
make planning an indispensable managerial function. Through planning, organisations
define objectives, identify the means for achieving them in line with internal capabilities and

external conditions, and coordinate the activities of organisational members.

Planning is a forward-looking process through which management explores alternative

courses of action. It determines:

« what should be done;
e when it should be done;
e how it should be done;

e who is responsible for execution.

Planning is closely interconnected with other management functions. It establishes the basis
for organising, leading, motivating, and controlling. In particular, planning and control form
a mutually reinforcing cycle: planning sets targets and standards, while control evaluates

actual performance and enables corrective action.

Strategic Insight Box 10: Planning as a Learning Process

Strategic planning is not only about prediction, but also about learning. By analysing
scenarios, assumptions, and alternatives, firms improve strategic awareness and
preparedness, even when outcomes differ from initial expectations.

4.2.1 Strategic and Tactical Planning
Depending on the managerial level, time horizon, and scope, two main types of plans are
distinguished:

e Strategic plans, developed by top management, oriented toward long-term
organisational objectives;

e Tactical (operational) plans, developed at lower management levels, translating
strategic objectives into specific actions, responsibilities, and deadlines.

Tactical plans ensure the practical implementation of strategic plans by decomposing
objectives into detailed activities and tasks.

4.3 Strategic Planning as a Process

Strategic planning represents the development of strategy based on:

e analysis of strategic positions;
e examination of internal and external factors;
o identification of actions that enable the acquisition, maintenance, or enhancement of

competitive advantage.
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Strategic planning is a structured process consisting of sequential steps, including:

o analysis of external opportunities and threats;
o analysis of internal strengths and weaknesses;
o formulation of mission and objectives;

e development and selection of appropriate strategies.

The analysis of the current situation represents the starting point of the planning process. It
enables management to set realistic objectives and choose appropriate strategic paths.

The analysis of opportunities and problems represents the analytical core of the strategic
planning process. At this stage, management moves from general environmental observation
toward the identification of those internal and external factors that are strategically
significant for the organisation’s future development. The purpose of this analysis is not
merely descriptive, but evaluative and forward-looking, as it aims to reveal conditions that
may either facilitate or hinder the achievement of strategic objectives.

Opportunities are favourable developments in the external environment that create
potential for growth, improved performance, or competitive advantage. They may arise from
technological innovation, changes in consumer behaviour, regulatory reforms, market
liberalisation, demographic trends, or shifts in industry structure. However, opportunities
do not exist independently of the organisation. Their strategic value depends on whether the
firm possesses the necessary resources, capabilities, and organisational readiness to exploit
them effectively. An opportunity that exceeds the firm’s competencies may remain

unrealised or even increase strategic risk.

Problems and constraints emerge when internal weaknesses or external pressures limit
strategic choice or threaten organisational performance. Such problems may include
declining demand, intensified competition, cost disadvantages, regulatory restrictions,
technological obsolescence, or organisational inflexibility. Not all problems require strategic
solutions; many can be addressed through operational improvements. Strategic planning
therefore focuses on those problems that have long-term implications and require changes

in strategic direction, resource allocation, or market positioning.

The analysis of opportunities and problems thus establishes the factual and analytical
foundation upon which realistic objectives and coherent strategies can be
formulated.Among the various analytical tools available, SWOT analysis is the most widely

applied and will be examined in detail.

Key Concept Box 11: Strategy Formulation vs. Strategy Implementation

Strategy formulation concerns analysis, choice, and direction. Strategy implementation concerns
execution, coordination, and control. Strategic success requires both: well-designed strategies
fail without execution, while strong execution cannot compensate for poor strategic choices.
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4.4 SWOT Analysis as a Strategic Planning Tool

4.4.1 Concept and Origins of SWOT Analysis

SWOT analysis is one of the most widely used tools for strategic planning and management.
Itis applicable across organisations of different size, type, and industry and does not require

complex or costly data systems.
The acronym SWOT stands for:
e Strengths
e Weaknesses
e Opportunities
e Threats

SWOT analysis was developed by Albert Humphrey at the Stanford Research Institute during
the 1960s and 1970s, based on research involving Fortune 500 companies. Its objective was
to identify why corporate strategic planning often failed.

SWOT analysis provides a structured framework for understanding business situations,
evaluating strategic position, and supporting decision-making at both corporate and
marketing levels.

4.4.2 Elements of SWOT Analysis
Strengths

Strengths represent internal attributes that enable the organisation to achieve competitive
advantage, such as:

e strong brands;

e patents and proprietary know-how;
o favourable reputation;

e access to distribution channels;

o cost-efficient resources.
Key diagnostic questions include:

e What does the firm do better than competitors?
e What unique resources or capabilities does it possess?

o What is the firm’s unique selling proposition (USP)?
Weaknesses
Weaknesses are internal limitations that hinder performance, including:

e weak brand image;
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e lack of patent protection;

e high costs;

o inefficient processes;

o limited access to key resources.

Weaknesses may sometimes represent the inverse of strengths and may become particularly

problematic under adverse conditions.
Opportunities
Opportunities arise from external changes, such as:
e technological development;
o market expansion;
e regulatory change;
o lifestyle and social trends;

removal of trade barriers.

Opportunity identification involves analysing whether strengths can be leveraged or

weaknesses mitigated.

Threats

Threats originate from the external environment and include:
o changing consumer preferences;
e new competitors or substitutes;
e regulatory constraints;

o technological disruption.

4.4.3 SWOT Matrix and its dimensions

The internal dimension of SWOT analysis consists of strengths and weaknesses. Strengths
are internal attributes and resources that enhance the organisation’s ability to achieve
competitive advantage. These may include strong brands, proprietary technologies, skilled
personnel, efficient processes, favourable cost structures, or positive organisational culture.
Weaknesses, in contrast, are internal limitations that reduce strategic flexibility or
competitive effectiveness, such as inadequate resources, lack of differentiation, inefficient

operations, limited distribution access, or weak market reputation.

The external dimension of SWOT analysis includes opportunities and threats. Opportunities
reflect favourable external conditions that the organisation may exploit, while threats

represent external developments that may undermine performance or strategic position.
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Threats may stem from new competitors, substitute products, regulatory change,

technological disruption, or shifts in customer preferences.

A critical principle in SWOT analysis is the clear distinction between internal and external
factors. Strengths and weaknesses belong to the internal environment and are, at least to
some extent, controllable by management. Opportunities and threats originate in the
external environment and lie beyond direct managerial control. Confusing these categories
reduces the analytical value of SWOT and weakens its contribution to strategic planning.

Figure 6. SWOT Matrix

Positive Impact Negative Impact
& 5
Strengths (S WWeaknesses (W)
Internal Internal factors that Internal factors that
Environment e ; -
positively influence negatively affect
performance performance
Opportunities (O)
External External conditions External conditions
EnyiORIEIS that may be exploited that may endanger
to improve performance market position or
long-term success
\ J
Prientive Impact Negative Impact

4.4.4 From SWOT Analysis to Strategy: Extended SWOT Matrix

SWOT analysis becomes strategically meaningful only when it is transformed into concrete
strategic decisions. An analysis that is not followed by planning and action remains an academic
exercise with limited practical value. The transition from SWOT analysis to strategy formulation

is achieved through the systematic combination of internal and external factors.

By pairing strengths and weaknesses with opportunities and threats, managers can generate
alternative strategic options and evaluate their feasibility and risk. Strategies that build on
strengths to exploit opportunities are typically associated with growth, innovation, and
proactive market behaviour. Strategies that aim to overcome weaknesses in order to benefit
from opportunities often require organisational learning, investment, or restructuring.
Strategies that use strengths to counteract threats focus on defence, stability, and risk
reduction, while strategies addressing the combination of weaknesses and threats are

usually associated with retrenchment, restructuring, or exit decisions.
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This is achieved through the extended SWOT matrix, which combines internal and external
factors:

o SO strategies - using strengths to exploit opportunities;
e WO strategies - overcoming weaknesses by exploiting opportunities;
o ST strategies - using strengths to neutralise threats;

o WT strategies - minimising weaknesses and avoiding threats.

Figure 7. Extended SWOT (TOWS) Matrix and Strategic Options

Positive Impact Negative Impact

fpeat VV KNEeSSE (\VV)

Internal Internal factors that Overcome weaknesses

Environment positively influence with opportunities

peri‘orman(e

SO Strategies (5-0) WO Strategies (W-O)

Use strengths to exploit opportunities | Overcome weaknesses with opporturities

Growth-oriented, maximise returns Restructuring, investment, development
ST Strategies (S-T) trategies (W-T)
External [T g
Envirentent Counteract threats using strengths Minimise weaknesses, avoid threats
Defensive, risk mitigation Retrenchment, exit decisions
& o/
Prientive Impact Negative Impact

This framework enables firms to:
o prioritise strategic initiatives;
e assessrisk and return;
o align internal capabilities with external conditions.

The value of this approach lies in its ability to link diagnosis with choice. Strategic
alternatives generated through SWOT combinations must then be evaluated in terms of
consistency with vision and mission, availability of resources, expected returns, and
exposure to risk. In this way, SWOT analysis evolves from a descriptive framework into a

decision-support mechanism that directly informs strategic planning.

Case Study 6. IKEA - Strategic Planning, SWOT Analysis, and Market Adaptation

IKEA’s global success is strongly rooted in systematic strategic planning combined with
continuous strategic analysis and control. Operating in highly competitive and culturally

diverse markets, IKEA regularly reassesses its strategic position to ensure alignment
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between its mission of “creating a better everyday life for the many people” and its market

strategies.

SWOT analysis plays a central role in IKEA’s strategic planning process. Key strengths
include strong brand recognition, efficient global supply chains, cost leadership, and
distinctive product design. At the same time, weaknesses such as complex logistics,
dependence on global suppliers, and challenges in adapting store formats to dense urban
markets must be carefully managed. External opportunities arise from urbanisation, growth
in emerging markets, and increasing demand for affordable and sustainable home solutions,
while threats include rising raw material costs, regulatory pressure, and intensifying

competition from online retailers.

By combining these internal and external factors, IKEA formulates strategic options that
balance growth with risk. For example, SO strategies focus on expanding into new markets
using standardised, cost-efficient formats, while ST strategies emphasise supply-chain

resilience and sustainability initiatives to counter environmental and regulatory threats.

Strategic control ensures that IKEA’'s long-term strategies remain viable during
implementation. Through continuous monitoring of market trends, consumer behaviour,
and operational performance, management is able to adjust store concepts, product
assortments, and marketing communication in response to environmental change. This case
illustrates how structured strategic planning, supported by SWOT analysis and strategic
control, enables a global brand to maintain strategic coherence while adapting to dynamic

market conditions.
Discussion questions:

1. Which elements of IKEA’s SWOT analysis are most critical for its long-term

competitiveness?

2. How does strategic control help IKEA adapt its marketing strategy across different

markets?

4.5 Marketing Planning and Marketing Strategy

4.5.1 Marketing Plan

The marketing plan represents the functional expression of strategic planning within the
marketing domain. It translates corporate and business-level strategy into market-oriented
objectives, strategies, and actions. As a formal, written document, the marketing plan defines
the current market situation, specifies marketing objectives, outlines marketing strategies

and tactics, allocates resources, and establishes control mechanisms.

The marketing plan describes a continuous process rather than a one-time activity. It begins

with an analysis of the internal and external environment, followed by the formulation of
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marketing objectives, the selection of marketing strategy, the design of tactical programmes,
implementation, control, and feedback. This cyclical nature reflects the dynamic character of
markets and the need for ongoing adaptation.

Typical components include:
1. Executive summary
2. Current marketing situation
3. Opportunity and problem analysis
4. Objectives
5. Marketing strategy
6. Action programmes
7. Financial projections
8. Control mechanisms

A well-developed marketing plan thus serves not only as a coordination tool, but also as a

mechanism for strategic alignment and performance management.
Marketing planning is a continuous cycle of analysis, planning, implementation, control, and
feedback.

4.5.2 Marketing Strategy

Within the marketing plan, marketing strategy plays a central role. Marketing strategy
defines target markets, positioning, value propositions, and the strategic use of marketing
instruments. Unlike marketing tactics, which focus on short-term actions, marketing
strategy has a long-term orientation and aims to build sustainable competitive advantage. It
ensures coherence among product, pricing, distribution, and communication decisions and

aligns marketing activities with the overall strategic objectives of the organisation.

Marketing strategy defines how organisational efforts and resources are coordinated to

achieve marketing objectives. It determines:
e target markets;
e value propositions;
e positioning;
o marketing mix decisions.
A product- or brand-level marketing strategy may include:
e product description;

e target market definition;
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o market entry approach;
e research requirements;
e segmentation;

e positioning;

e marketing mix policies.

Common Mistake Box 12: Over-Formalising Strategy

Excessive reliance on formal plans may reduce flexibility. Strategic planning should provide
direction, not rigidity. Effective strategies combine structured analysis with managerial
judgement and adaptability.

4.6 Strategic Control

Strategic control is concerned with monitoring and evaluating strategy during its
implementation. Its primary purpose is to detect problems at an early stage, facilitate their
resolution, and ensure the timely adaptation of organisational activities to changes in the
external and internal environment. Unlike tactical and operational control, which focus on
short-term efficiency and predefined outputs, strategic control is exercised while strategic
actions are still unfolding and before final results become fully observable.

Managers involved in strategy implementation are therefore less concerned with immediate
outcomes and more focused on whether the organisation is moving in the correct strategic
direction and whether its actions remain aligned with long-term objectives. Strategic control
belongs to the broader system of managerial control, but it operates at a higher level of

abstraction and over a longer time horizon.

A key challenge addressed by strategic control arises from the time lag between strategic
decision-making and the realisation of results. During this period, significant changes may
occur in the external environment, the competitive landscape, or the internal capabilities of
the firm. Substantial investments may already have been committed to a given strategy, even
though the assumptions on which it was based may no longer be valid. Strategic control must
therefore ensure corrective adjustments to strategic direction and implementation in

response to emerging changes, rather than merely evaluating outcomes ex post.
4.6.1 Types of Strategic Control

In strategic management theory and practice, four main types of strategic control can be
distinguished. Although they differ in focus and degree of direction, all share the common
objective of safeguarding the strategic direction of the organisation in light of evolving

conditions.
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Preliminary strategic control is designed to verify continuously whether the assumptions
adopted during strategic planning remain valid during strategy implementation. This form
of control focuses primarily on environmental and industry-level factors. Environmental
influences are most effectively monitored using tools such as PEST analysis, while industry

factors include competitors, suppliers, substitute products, and barriers to entry.

Because not all environmental and industry variables are equally significant, preliminary
control involves identifying key variables whose change could substantially affect
organisational performance. Once these variables are defined, responsible managers are
alerted to potential developments and provided with guidance on appropriate responses.
For example, sales managers may serve as valuable sources of market intelligence, while
marketing executives may be instructed on how to adjust pricing or communication

strategies in response to competitor actions.

Current strategic control evaluates whether the overall strategy should be modified in light
of unfolding events and intermediate results. It focuses on monitoring the implementation
of strategic initiatives and assessing their ongoing relevance. Two principal approaches are

applied: the tracking of strategic projects and periodic reviews of critical events.

Project tracking provides managers with systematic feedback on progress, allowing them to
assess whether strategic initiatives remain aligned with overall objectives. Early-stage
control may occur already during planning phases by monitoring critical success factors,
while “stop-start” evaluations are conducted at predefined thresholds related to time, costs,
research and development, or performance milestones. Periodic strategic reviews, in turn,
involve comprehensive reassessments of strategy, often linked to major resource allocation
decisions or the resolution of key uncertainties. Their purpose is to evaluate whether the

organisation should continue, modify, or redirect its strategic course.

Strategic surveillance differs from the previous two forms in that it is not narrowly targeted.
Its objective is to monitor broadly and continuously events in the external environment and
within the organisation that may threaten the fundamental goals of the firm’s strategy.
Strategic surveillance encourages the scanning of diverse information sources with the
intention of identifying weak signals - early, ambiguous indications of potentially significant

change.

This form of control should remain flexible and non-directed. Secondary information sources
such as newspapers, professional journals, industry reports, and online media are
particularly valuable. Equally important, however, is the vigilance embedded in daily
operations, which often enables the earliest detection of strategically relevant information.
Strategic surveillance enhances organisational alertness and supports proactive rather than

reactive strategic behaviour.
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Special alert (signal) control is activated in response to sudden, unexpected events that may
have an immediate and substantial impact on the organisation’s strategy. In many firms,
crisis teams are established to coordinate rapid responses to such events, which may include
regulatory shocks, technological disruptions, reputational crises, or major competitive

moves.

Special alert control enables swift strategic adjustment under conditions of high uncertainty
and time pressure. It is typically supported by contingency plans developed in advance,

allowing organisations to respond decisively rather than improvising under stress.

Despite their differences, all four types of strategic control share a common objective: to
assess where and how the strategic direction of the organisation may be threatened and to

evaluate strategy in the context of emerging events.
4.6.2 Techniques of Strategic Control

To support the effective control of strategic programmes, various analytical and graphical
techniques are employed. These techniques are particularly useful in monitoring time,

resource allocation, and interdependencies among strategic activities.

One widely used technique is the Gantt chart, developed by Henry Gantt. Gantt charts
provide a linear visual representation of tasks over time, allowing managers to track the start
and completion of activities, identify delays, and assign responsibilities. They are especially
effective for relatively simple strategic programmes and are commonly applied in small and

medium-sized organisations.

Table 4. Example of a Gantt Chart for Strategic Project Control

This table demonstrates how a Gantt chart is used to monitor the timing, sequencing, and
responsibility for strategic activities. Each task is positioned along a time axis, enabling

managers to track progress and identify delays during strategy implementation.

Activity / Task Month Month Month Month Month Month Responsible
1 2 3 4 5 6 Unit
Market research Marketing

and customer EEEEE BEEER Department

analysis

Product concept R&D
ENENN EEEER Denartment
development epartmen
Prototype design R&D / Quality
. EENNE REEER Control
and testing ontro
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Supplier Procurement

selection and [ [ ][]

contracting

Production Operations

Marketing Marketing

communication ([l Department

planning

Market launch Sales &
(] .
Marketing

The Gantt chart allows management to visualise overlaps between activities (e.g. marketing

planning begins before production is completed) and to ensure coordination between
functional units. Delays in earlier phases (such as product testing) can be immediately

identified as potential risks to the market launch timeline.

More complex strategic initiatives often require network-based techniques, which explicitly
model task interdependencies. Among the most important are the Critical Path Method
(CPM), the Program Evaluation and Review Technique (PERT), and the Graphical Evaluation
and Review Technique (GERT). These methods represent strategic programmes as networks
of events and activities, enabling managers to calculate critical paths, time reserves, and

resource requirements.

Table 5. Example of a Network-Based Control Technique (PERT / CPM)

Activity Description Immediate Duration Earliest  Latest Time
Predecessor (weeks) Start Start Reserve
A Market
opportunity - 2 0 0 0
analysis
Strategic
positioning A 1 2 2 0
decision
C Creative concept
B 3 3 4 1
development
Media plannin,
i _ . B 2 3 3 0
and budgeting
Campaign
execution

This table presents a simplified network-based control model, showing task dependencies,
time estimates, and flexibility. Such techniques are particularly useful for complex strategic

initiatives with interrelated activities.
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Activities A, B, D, and E lie on the critical path, meaning any delay in these tasks will directly
delay the overall project. Activity C has a time reserve of one week, allowing limited flexibility
without affecting final completion. Network-based techniques such as CPM and PERT help
managers identify where control efforts should be concentrated and where limited delays

can be tolerated.

In network-based control, each activity is associated with temporal parameters such as
earliest and latest start and completion times. Time reserves may be calculated to determine
how much flexibility exists without affecting overall deadlines. Network techniques can be
optimised according to criteria such as time, costs, or resource utilisation, and their
effectiveness is significantly enhanced through the use of specialised computer-based
systems.

4.6.3 Strategic Control as a Learning Mechanism

Strategic control closes the strategic management cycle by linking planning, implementation,
and feedback. It not only evaluates whether strategic objectives are being achieved, but also
examines whether those objectives and strategies remain appropriate under changing

conditions.

By continuously monitoring environmental change and internal performance, strategic
control supports organisational learning and adaptive capacity. In strategic marketing, this
is particularly important, as market conditions, customer preferences, and competitive
dynamics evolve rapidly. Effective strategic control therefore enables firms to balance long-

term strategic consistency with the flexibility required to respond to uncertainty.

In this sense, strategic control is not a restrictive mechanism, but a vital component of
sustainable strategic management. It ensures that strategy remains a living process rather
than a static plan, capable of guiding organisational behaviour in complex and dynamic

environments.

Case Study 7. Netflix - Strategic Control and Strategic Adaptation in a Dynamic
Environment

Netflix provides a compelling example of how strategic planning and strategic control
operate in a highly volatile and technology-driven environment. The company’s transition
from DVD rental to global streaming, and later to original content production, reflects

deliberate strategic planning supported by continuous strategic analysis and control.

From a strategic planning perspective, Netflix has consistently reassessed its internal
capabilities and external environment. Strengths include advanced data analytics, strong

brand equity, and global distribution infrastructure. Weaknesses have included high content
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production costs and dependence on licensing agreements. Opportunities emerged from
technological change, global broadband penetration, and changing consumer preferences
toward on-demand content, while threats intensified due to competition from major

platforms and regulatory constraints in different markets.

Strategic control has played a critical role in managing these challenges. Preliminary control
enables Netflix to monitor assumptions related to technology adoption, consumer
behaviour, and regulatory frameworks. Current strategic control is exercised through
continuous evaluation of content investments, subscriber growth, and market performance.
Strategic surveillance allows the firm to detect emerging trends, such as changes in viewing
habits or competitor strategies, while special alert control supports rapid responses to

sudden disruptions, including regulatory changes or platform competition.

This case demonstrates that in fast-moving digital markets, strategic control is not merely a
corrective mechanism but a strategic capability in its own right. By integrating planning,
analysis, and control, Netflix maintains strategic flexibility while pursuing long-term growth

objectives.
Discussion questions:
1. Which type of strategic control is most important for Netflix and why?

2. How does continuous strategic control support long-term marketing strategy in digital

markets?

Learning Resources

Recommended Further Reading

Kotler, P., Keller, K. L. & Chernev, A. (2025). Marketing Management. Pearson.
Johnson, G., Scholes, K. & Whittington, R. (2023). Exploring Strategy. Pearson.

Porter, M. E. (1980). Competitive Strategy. Free Press.

Hooley, G., Piercy, N. & Nicoulaud, B. (2023 /2024). Contemporary Strategic Marketing.
Pearson.

5. Kaplan, R.S. & Norton, D. P. (1996). The Balanced Scorecard. Harvard Business School

Press.
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Key Concepts

e Strategic planning
e Tactical planning

e SWOT analysis

e Marketing plan

e Marketing strategy

e Strategic control
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Self-Study Tasks

1. Prepare a SWOT analysis for a selected Bulgarian company or brand.
2. Develop an extended SWOT matrix with at least one strategic option per quadrant.

3. Prepare a simple Gantt chart for a personal or academic project.

Example Test Questions

SWOT analysis is primarily used to:
a) measure financial performance
b) analyse internal and external factors
c) forecast sales

d) design advertising campaigns

Which elements of SWOT are external?
a) Strengths and weaknesses
b) Opportunities and threats
c) Resources and capabilities

d) Processes and structure

Strategic planning differs from tactical planning primarily because it:
a) focuses on short-term operational efficiency
b) is developed by lower-level management
c) is oriented toward long-term objectives and organisational direction

d) deals exclusively with marketing communication

Which of the following best describes the main purpose of strategic control?
a) to evaluate employee performance on a daily basis
b) to ensure compliance with operational procedures
c) to monitor strategy implementation and enable timely corrective action

d) to replace strategic planning with operational decision-making

Which combination in the extended SWOT matrix focuses on minimising risk by avoiding
both internal and external disadvantages?

a) Strengths-Opportunities (SO)

b) Weaknesses-Opportunities (WO)

c) Strengths-Threats (ST)

d) Weaknesses-Threats (WT)

Correct answers: 1b, 2b, 3¢, 4c¢, 5d
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Exam Focus: Strategy Formulation and Planning

Key examination-relevant aspects include:

Understanding the strategic planning process and its main stages.

Differences between strategy formulation and strategy implementation.

The role of analysis, alternatives, and strategic choice.

Awareness of uncertainty and limitations of formal planning.

The importance of strategic control and feedback mechanisms.
Ability to evaluate strategy coherence rather than list tools.

Critical thinking: strategy as a process, not a document.
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Chapter 5. Strategic Management of the Marketing Mix

Learning objectives

e Explain the strategic role of the marketing mix as the operational core of marketing strategy
and its function in translating strategic objectives into market actions.

e Analyse and apply product strategy decisions, including product levels, branding, packaging,
design, and product portfolio management, using tools such as the BCG Matrix and the Ansoff
Matrix.

e Evaluate alternative distribution strategies, including direct and indirect channels, degrees of
integration, market coverage intensity, and their alignment with competitive positioning and
market conditions.

e Assess strategic pricing decisions by examining the interaction between costs, demand, and
competition, and by selecting appropriate pricing strategies for different market situations
and life cycle stages.

e Design coherent promotional strategies, combining advertising, public relations, sales
promotion, and personal selling, while distinguishing between push and pull approaches.

o Integrate the four elements of the marketing mix into a consistent and coordinated strategic
framework aligned with overall marketing and corporate objectives.

o Apply marketing mix concepts to real-world cases, demonstrating the ability to justify strategic

choices and identify trade-offs among different marketing instruments.

5.1 Strategic Logic of the Marketing Mix

The concept of the marketing mix occupies a central position in strategic marketing
management, as it translates strategic intent into concrete market actions. While corporate
and business strategies define where and why the firm competes, the marketing mix
determines how the firm creates, communicates, and delivers value to its target customers.

In this sense, the marketing mix represents the operational core of marketing strategy.

The marketing mix is traditionally defined as a set of controllable marketing variables that
the firm combines in order to generate a desired response from the target market. These
variables allow the firm to influence demand in a purposeful, coordinated, and dynamic
manner. Through the marketing mix, strategic objectives - such as market penetration,
differentiation, customer loyalty, or profitability - are transformed into tangible decisions

regarding products, prices, distribution channels, and promotional activities.

The classical structure of the marketing mix consists of four core elements, commonly

referred to as the 4Ps:

e Product - what the firm offers to the market;
e Price - what the customer gives up in exchange for the offering;

o Place (Distribution) - how and where the offering is made available;
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e Promotion - how value is communicated and demand is stimulated.

Although conceptually distinct, these elements are interdependent. Decisions regarding one
element inevitably affect the others. For example, a premium product strategy requires not
only superior product attributes, but also an appropriate pricing strategy, selective
distribution, and consistent promotional messaging. Conversely, inconsistencies among mix
elements can undermine even well-designed strategies. A high-quality product offered at a
low price, distributed through inappropriate channels, or promoted with contradictory

messages may confuse customers and weaken brand positioning.
From a strategic perspective, the marketing mix performs several critical functions:

e First, it enables adaptation to market dynamics. Markets are characterised by
continuous change in consumer preferences, technological conditions, competitive
behaviour, and regulatory environments. The flexibility of the marketing mix allows
firms to adjust their actions in response to such changes without necessarily altering
their overarching strategic direction.

e Second, the marketing mix serves as a tactical instrument for achieving strategic
goals. While strategy defines long-term direction, the mix provides the levers through
which short- and medium-term objectives - such as sales growth, market share
expansion, or brand awareness - can be pursued and measured.

e Third, the marketing mix facilitates planning, budgeting, and control. Each element of
the mix requires resource allocation and generates measurable outcomes. This
enables firms to plan marketing expenditures, monitor performance, and evaluate the
effectiveness of individual actions and their combined impact.

e Finally, the marketing mix provides the foundation for strategic coherence and
integration. Effective marketing management requires that decisions across the four
elements be coordinated and aligned with the firm’s overall strategic positioning. The
marketing mix therefore functions not as a collection of isolated tools, but as an

integrated system.

From a strategic management standpoint, each element of the marketing mix can be treated
as a strategic domain in its own right, requiring long-term orientation, analytical support,
and deliberate decision-making. For this reason, the following sections examine each
element - product, distribution, price, and promotion - combining theoretical foundations,

strategic frameworks, and applied managerial logic.

Key Concept Box 13: Strategic Integration of the Marketing Mix

The marketing mix functions as an integrated system. Decisions regarding product, price,
distribution, and promotion must be mutually consistent and aligned with strategic
positioning. Optimising individual elements in isolation may undermine overall
effectiveness.
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From a strategic perspective, the marketing mix must be understood as an integrated and
interdependent system rather than a set of independent decision variables. Product, price,
distribution, and promotion are tightly interconnected, and the optimisation of one element
in isolation often leads to suboptimal or even contradictory outcomes. A premium product
strategy, for example, cannot be sustained without corresponding pricing, selective
distribution, and consistent promotional messaging. Similarly, aggressive price reductions
may undermine brand positioning if not supported by appropriate product adaptation and

communication logic.

Strategic marketing success therefore depends not on the individual optimisation of mix
elements, but on their internal coherence and alignment with the firm'’s strategic objectives,
competitive position, and resource base. Decisions regarding the marketing mix must be
evaluated in terms of their combined effect on customer perception, cost structure, and long-
term profitability. This integrative logic prepares the ground for the strategy formulation
process discussed in Chapter 7 and for the synthesis of commonly used strategic
configurations presented in Chapter 8, where the marketing mix is treated as a coordinated
strategic system rather than a collection of tactical tools.

5.2 Product Strategy

5.2.1 The Strategic Role of the Product

The product is the first and most fundamental element of the marketing mix. It represents
the core of the firm’s value proposition and is the primary means through which customer
needs are satisfied. All other elements of the marketing mix - price, distribution, and

promotion - are ultimately designed to support the product offering.

In strategic terms, a product is not limited to its physical or technical characteristics. It
encompasses a broader set of benefits, experiences, and meanings that customers associate
with the offering. Modern marketing theory therefore treats the product as a bundle of

attributes, combining functional, symbolic, and experiential dimensions.

A widely accepted definition is provided by Philip Kotler, according to whom a product is
anything that can be offered to a market for attention, acquisition, use, or consumption and
that satisfies a want or need. This definition explicitly recognises that products may take the

form of physical goods, services, ideas, experiences, or combinations thereof.

In contemporary markets, the distinction between goods and services has become
increasingly blurred. Most offerings combine tangible and intangible elements, and
competitive advantage is often derived not from the core product itself, but from associated

services, branding, design, or customer experience.
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5.2.2 Levels of the Product

Strategic analysis of the product typically distinguishes several levels, each contributing to

customer value:

e Core benefit - the fundamental need or problem that the product solves;

e Actual product - the tangible attributes such as features, quality, design, brand, and
packaging;

e Augmented product - additional services and benefits such as warranties, delivery,

customer support, or digital services.

The figure visually emphasises that strategic differentiation increasingly occurs at the
augmented product level, where value is harder for competitors to imitate. While
competitors may match the core benefit and actual product, sustainable competitive

advantage is often built through augmentation.

Strategic differentiation often occurs at the augmented level, where firms can create value
that is difficult for competitors to imitate. For example, two products with similar technical
specifications may be perceived very differently depending on brand reputation, after-sales

service, or ecosystem integration.

Figure 8. Levels of the Product
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5.2.3 Product Mix and Product Portfolio Management

The product mix (or product portfolio) refers to the complete set of products and product

variants offered by the firm. It is characterised by several dimensions:
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e Width - the number of product lines;
e Depth - the number of variants within each product line;
e Length - the total number of individual products;

o Consistency - the degree of relatedness among product lines.

The product mix is inherently dynamic. Changes in technology, competition, consumer
behaviour, and resource availability continuously reshape the structure of the portfolio.
Strategic product management therefore involves ongoing decisions regarding:

e maintenance of existing products;
e modification and adaptation of offerings;
o withdrawal of declining products;

o development and introduction of new products.

Effective product portfolio management allows the firm to balance short-term cash

generation with long-term growth and innovation.

5.2.4 Branding, Packaging, and Design as Strategic Tools

Branding plays a central strategic role in product management. Brands function as symbols
that convey quality, reliability, values, and identity. Strong brands reduce perceived risk,

facilitate customer choice, and enable price premiums.

Packaging and design are also critical components of product strategy. Beyond their
functional role, they contribute to differentiation, brand recognition, and emotional appeal.
Packaging design influences consumer perception at the point of purchase and can
significantly affect buying behaviour.

Labels serve informational, descriptive, and promotional functions, ensuring compliance

with regulations while reinforcing brand positioning.

5.2.5 Market Position and Product Strategy Options
Product strategies vary depending on the firm’s competitive position:

e Leader strategy - applied by firms that introduce products early and seek to set
market standards, often supported by premium pricing;

e Challenger strategy - adopted by firms actively contesting market leadership through
innovation or differentiation;

o Follower strategy - involves offering established products with cost or efficiency
advantages;

e Niche (specialist) strategy - targets narrowly defined segments with tailored

offerings.

Product strategies also differ across the product life cycle, requiring adaptation as products

move from introduction to growth, maturity, and decline.
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5.2.6 Product Portfolio Models

Strategic product decisions are often supported by portfolio models. Among the most widely

used are the Boston Consulting Group (BCG) matrix and the Ansoff matrix.

The BCG matrix classifies products into Stars, Cash Cows, Question Marks, and Dogs based
on market growth and relative market share. Each category implies different strategic

priorities regarding investment, harvesting, or divestment.

The figure highlights the relationship between market dynamics and cash flow generation,

supporting strategic decisions on investment, harvesting, and portfolio balance.

Figure 9. BCG Matrix
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The figure illustrates the BCG portfolio matrix, a two-dimensional framework used to analyse
a firm’s product portfolio in terms of market attractiveness and competitive strength.

Structure and axes: The matrix is divided into four quadrants by two perpendicular axes:

e Vertical axis - Market Growth Rate Ranges from low (bottom) to high (top), indicating
the attractiveness and growth potential of the market.
e Horizontal axis - Relative Market Share Ranges from low (right) to high (left),

reflecting the product’s competitive position relative to its largest competitor.
The quadrants represent different types of products:

e Stars (high market share, high market growth) Products with strong competitive
positions in rapidly growing markets; require investment to sustain growth.
e Cash Cows (high market share, low market growth) Mature products generating

stable cash flows with relatively low investment needs.
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Question Marks (low market share, high market growth) Products with growth
potential but uncertain future; require strategic decisions regarding investment or
withdrawal.

Dogs (low market share, low market growth) Products with limited profitability and
strategic relevance; often candidates for divestment.

The next figure presents the Ansoff Product-Market Growth Matrix, a strategic framework

used to identify and evaluate alternative growth strategies based on combinations of existing

and new products and markets.

Figure 10. Ansoff Matrix
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The Ansoff matrix illustrates that growth strategies differ not only in strategic intent, but

also in their risk profile and resource requirements. It provides a structured way for

managers to evaluate growth options and align them with organisational capabilities and

risk tolerance.

Quadrants and strategic options:
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Market Penetration (Existing Products / Existing Markets)

This strategy focuses on increasing sales of existing products in current markets.
Typical approaches include increasing usage rates, attracting competitors’
customers, price adjustments, intensified promotion, or improved distribution
efficiency. Market penetration is generally associated with lower risk, as both
products and markets are familiar to the firm.

Market Development (Existing Products / New Markets)

This strategy involves introducing existing products into new markets, such as new

geographic regions, new customer segments, or new distribution channels. Risk
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increases compared to market penetration, as the firm must adapt to unfamiliar
market conditions while relying on established products.

Product Development (New Products / Existing Markets)

Product development entails creating new or significantly modified products for
existing markets. This strategy leverages established customer relationships but
requires investment in innovation, research and development, and product design.
Risk is moderate to high due to uncertainty regarding product acceptance.
Diversification (New Products / New Markets)

Diversification represents the most radical growth strategy, involving entry into new
markets with new products. It carries the highest level of risk, as both dimensions are
unfamiliar. Diversification may take various forms, including related (concentric),

vertical, horizontal, or conglomerate diversification.

Case Study 8. Managing a Diversified Product Portfolio in the Bulgarian FMCG Market

A leading Bulgarian fast-moving consumer goods company operates a diversified portfolio
of food and beverage brands distributed nationwide. Over the past decade, the company has
expanded its product mix significantly, introducing new variants, packaging formats, and

premium sub-brands.

At the same time, the market has become increasingly competitive due to the entry of
international brands, private labels, and changing consumer preferences toward healthier
and sustainable products. Management faces the strategic challenge of optimising the

product portfolio while preserving profitability.
An internal portfolio analysis using the BCG matrix reveals the following structure:

e Several established core brands with high market share and stable demand function as
Cash Cows, generating reliable cash flows.

e Alimited number of innovative products in emerging health-oriented categories qualify
as Stars, but require substantial marketing and production investment.

e Numerous recent product extensions fall into the Question Mark category, with uncertain
market acceptance.

e Asmall group of legacy products shows declining sales and low margins, classifying them

as Dogs.

Strategic decisions include selective investment in Star products, rationalisation of
underperforming variants, and gradual withdrawal of declining products. Packaging
redesign and brand repositioning are introduced to extend the life cycle of selected Cash

Cows.

The case illustrates how strategic product management integrates portfolio analysis,
branding decisions, and life-cycle thinking to balance short-term performance with long-

term competitiveness.
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5.3 Distribution Strategy

5.3.1 Strategic Role of Distribution in the Marketing Mix

Distribution occupies a central position in the strategic management of the marketing mix,
as it connects production with consumption and transforms value creation into value
realisation. Regardless of how well a product is designed, priced, or promoted, it cannot
succeed unless it is made available to customers in the right place, at the right time, and
under appropriate conditions. Distribution therefore performs both a logistical and a

strategic function within marketing management.

From a strategic perspective, distribution is not merely a technical activity related to
transportation or storage. It represents a complex system of institutional relationships,
flows, and decisions that directly influence customer satisfaction, competitive positioning,
cost structures, and market coverage. Distribution strategy determines how the firm
structures its routes to market and how control, responsibility, and value are shared among

channel participants.

In contemporary markets, distribution strategy has gained increased importance due to
several structural trends: the internationalisation of markets, the rise of large retail chains,
digitalisation and e-commerce, shortened product life cycles, and rising customer
expectations regarding availability and service quality. As a result, distribution decisions

increasingly involve long-term commitments and strategic trade-offs.

5.3.2 Distribution Channels: Concept and Functions

Distribution channels are defined as a set of interdependent organisations involved in the
process of making a product or service available for use or consumption. These organisations
may include manufacturers, wholesalers, distributors, agents, retailers, logistics providers,

and digital platforms.

The primary purpose of distribution channels is to reduce the number of transactions
required to connect producers with end users, thereby increasing efficiency. However,
channels also perform a wide range of additional functions that add value for both producers

and customers.
Among the key functions performed within distribution channels are:

e Information gathering, including market intelligence about customers, competitors,
and trends;

e Promotion, through communication activities that support sales;

o Contact facilitation, linking producers with buyers;

e Adaptation, such as sorting, packaging, or assembling products according to customer
requirements;

e Transaction facilitation, including order processing and payment handling;
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o Logistics, encompassing transportation, storage, and inventory management;

e Riskbearing, related to demand uncertainty, inventory obsolescence, or credit risk.

The effectiveness of a distribution channel is commonly evaluated based on criteria such as
sales volume, delivery speed, service quality, inventory levels, wastage, and cost efficiency.
Strategic distribution management therefore requires balancing efficiency with market

responsiveness.

5.3.3 Direct and Indirect Distribution Strategies

One of the most fundamental strategic decisions in distribution concerns the degree of
directness of market access. Firms may choose between direct (immediate) and indirect

(mediated) distribution strategies, or a combination of both.

Direct distribution implies that the producer establishes a direct relationship with the final

customer, without relying on independent intermediaries. This can take several forms:

e company-owned retail outlets;

e direct sales forces;

e e-commerce platforms;

o direct international presence through subsidiaries or branches;

e participation in strategic alliances or long-term partnerships.

The main advantages of direct distribution include greater control over pricing, brand
presentation, customer experience, and market feedback. Direct channels also facilitate the
collection of detailed customer data and the implementation of customised offerings.

However, they typically require significant investment and managerial resources.

Indirect distribution, by contrast, involves the use of intermediaries such as wholesalers,
distributors, agents, or retailers. These intermediaries operate either in the domestic market

or in foreign markets on behalf of the producer.

Indirect channels offer advantages in terms of market coverage, speed of entry, and cost sharing.
They are particularly valuable when entering new or distant markets, where local knowledge
and established relationships are critical. The main strategic trade-off lies in reduced control

over marketing execution and potential conflicts of interest among channel members.

5.3.4 Channel Length and Structure

Distribution channels can also be classified according to their length, defined by the number of
intermediaries between producer and consumer. Short channels involve few intermediaries,

while long channels involve multiple levels, such as wholesalers and retailers.
The choice of channel length depends on factors such as:

e product characteristics (e.g. perishability, complexity);

o market structure and geographic dispersion;
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e purchasing behaviour of customers;
e cost considerations;

e strategic positioning of the firm.

Products may also pass through multiple parallel channels, some of which are controlled by
the producer, while others operate independently. This multichannel approach allows firms

to reach different segments more effectively but increases coordination complexity.

5.3.5 Distribution Systems and Degrees of Integration

From a strategic perspective, distribution channels may be organised into broader

distribution systems, differing in their degree of integration and coordination.

e A fully integrated system exists when the firm performs all distribution functions
internally and sells directly to end customers. This model allows maximum control
but requires substantial resources.

e A partially integrated system involves shared responsibilities among the producer
and selected intermediaries, often based on contractual arrangements or long-term
cooperation.

e An autonomous system consists of independent producers, wholesalers, and
retailers, each pursuing its own objectives. While flexible, such systems may suffer

from coordination problems and channel conflicts.
Strategic management increasingly favours hybrid systems that combine integration with
flexibility, often supported by information systems and contractual governance mechanisms.
5.3.6 Market Coverage Strategies

An essential dimension of distribution strategy is the choice of market coverage intensity,
which determines how widely a product is distributed.

The figure below demonstrates that distribution strategy is dynamic rather than static and

must be adjusted as products move through their life cycle.
Three main strategies can be distinguished:

e Intensive distribution aims to achieve maximum market coverage by using as many
outlets as possible. It is typical for convenience goods and standardised products with

high purchase frequency.

o Selective distribution involves working with a limited number of carefully chosen
intermediaries. This strategy balances coverage with control and is commonly used

for shopping goods.

e Exclusive distribution grants exclusive rights to one or a very small number of
intermediaries within a given territory. It allows tight control over brand image and

service quality and is often applied to premium or luxury products.
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Figure 11. Distribution Intensity Strategies Across the Product Life Cycle
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Market coverage strategies are not static and may change over the product life cycle. For
example, selective distribution is often used during market introduction, followed by more

intensive coverage during growth, and rationalisation during decline.

5.3.7 Strategic Challenges in Distribution Management
Distribution strategy is subject to several strategic challenges, including:

e channel conflict between producers and intermediaries;

e power asymmetries, particularly in markets dominated by large retail chains;
e cost pressures related to logistics and inventory management;

o technological disruption through digital platforms and e-commerce;

e sustainability requirements affecting transportation and packaging.

Effective distribution strategy requires continuous monitoring, negotiation, and adaptation

to maintain alignment between channel structure and overall marketing objectives.

Case Study 9. Distribution Strategy of a Bulgarian Manufacturing Firm Entering EU Markets

A medium-sized Bulgarian manufacturing company specialising in household appliances has
successfully established a strong domestic market position through cooperation with
national retail chains and regional distributors. Encouraged by stable domestic performance,

the firm decides to expand into selected European Union markets.

Management faces a strategic distribution dilemma: whether to rely on established foreign
intermediaries or to develop a more direct presence in target markets. Initial market
analysis reveals significant differences across countries in retail structure, consumer

behaviour, and regulatory requirements.
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In Western European markets, large retail chains dominate distribution, exercising strong
bargaining power over suppliers. Entering these channels offers immediate access to large
customer bases but requires price concessions and compliance with strict logistics and
service standards. In Central and Eastern European markets, distribution is more

fragmented, allowing greater flexibility and closer cooperation with local distributors.

The company adopts a differentiated distribution strategy. In mature Western markets, it
employs indirect distribution through selected national distributors with strong retail
relationships. In neighbouring regional markets, it establishes semi-direct distribution

through local subsidiaries combined with e-commerce platforms.

Over time, performance monitoring reveals that markets with greater direct involvement
generate higher margins and better customer feedback, but also require higher fixed costs.
The case illustrates the strategic trade-offs between control, coverage, cost, and risk in
international distribution strategy and demonstrates the importance of aligning channel

structure with market conditions and long-term objectives.

5.4 Pricing Strategy

5.4.1 Strategic Role of Pricing in the Marketing Mix

Pricing occupies a unique and critically important position within the marketing mix. Unlike the
other elements - product, distribution, and promotion - which primarily generate costs, price is
the only element that directly generates revenue. As such, pricing decisions have an immediate

and measurable impact on sales volume, profitability, cash flow, and competitive position.

From a strategic perspective, pricing is not merely a numerical exercise or a short-term
reaction to market pressures. It is a long-term instrument for achieving strategic objectives
such as market entry, market penetration, positioning, differentiation, and value capture.
Pricing reflects how a firm positions its offering in relation to competitors and how it

communicates value to customers.

Strategic pricing decisions are particularly complex because they must balance multiple,
often conflicting objectives: profitability versus market share, short-term revenue versus
long-term brand equity, cost recovery versus customer value perception. In addition, prices
are highly visible to competitors and customers alike, making pricing one of the most

sensitive competitive variables.

5.4.2 Concept and Determinants of Price

Price may be defined as the monetary expression of the value exchanged between buyer and
seller for a product or service. While price is expressed in monetary termes, it is influenced

by both objective and subjective factors.

From an economic perspective, prices are bounded by two fundamental limits:
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e the upper limit, determined by demand and customers’ willingness to pay;

e the lower limit, determined by costs.

Within these boundaries, firms exercise strategic choice. The three core determinants of

pricing decisions are:

1. Costs - including fixed and variable costs, economies of scale, and learning effects;
2. Demand - including price elasticity, income levels, and perceived value;
3. Competition - including competitors’ prices, cost structures, and strategic intent.

The relative importance of these determinants varies across markets and product categories.
In markets for standardised products and price-sensitive consumers, competitive pricing
dominates. In differentiated or premium markets, perceived value and brand strength play

a more decisive role.

Figure 12. Price Determination Boundaries - Costs, Demand, and Competition
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The figure highlights that strategic pricing decisions must balance internal cost constraints,
external demand conditions, and competitive positioning. Prices set outside this corridor are

unsustainable in the long run.

5.4.3 Strategic Pricing Objectives

Pricing strategy is closely linked to the strategic objectives pursued by the firm. Common

strategic pricing objectives include:

e Profit-oriented objectives, such as maximising profit, achieving target return on
investment, or improving cash flow;

o Sales-oriented objectives, including increasing sales volume or market share;

o Competitive objectives, such as stabilising market position or deterring new entrants;

o Customer-oriented objectives, including value communication and relationship

building.
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In practice, firms rarely pursue a single pricing objective in isolation. Strategic pricing
involves prioritisation and trade-offs, particularly over different stages of the product life
cycle.

5.4.4 Cost-Based, Demand-Based, and Competition-Based Pricing
Strategic pricing approaches can be grouped into three broad categories.

Cost-based pricing starts from internal cost structures and adds a margin to ensure
profitability. While simple and widely used, this approach risks ignoring customer value and

competitive dynamics.

Demand-based pricing focuses on customers’ willingness to pay and perceived value. This
approach is particularly relevant in differentiated markets, services, and branded goods,

where subjective value dominates objective cost considerations.

Competition-based pricing sets prices relative to competitors. Firms may choose to price
above, below, or at the market average, depending on their strategic positioning and cost

advantages.
Strategically sophisticated firms often combine these approaches, using costs as a constraint,
demand as a guide, and competition as a reference point.

5.4.5 Pricing Strategies Across Market Conditions

The Bulgarian text correctly emphasises that pricing strategies vary depending on market
conditions and strategic intent. Among the most widely applied strategies are:

o Standard (stable) pricing, maintaining prices over longer periods to signal reliability

and stability;

o Flexible pricing, allowing adjustments based on demand, customer segments, or

negotiation;

o Psychological pricing, exploiting consumer perceptions (e.g. price endings, reference

prices);
e Premium pricing, used to signal quality, prestige, or exclusivity;
e Economy pricing, targeting highly price-sensitive segments.
Special importance is attached to market entry pricing strategies:

e Price skimming, setting high initial prices to recover investments and target early

adopters;
e Penetration pricing, setting low initial prices to rapidly gain market share;

e Loss leader pricing, attracting customers through low-priced core products while

generating profit from complementary purchases.
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Table 6. Overview of Strategic Pricing Strategies and Their Objectives

Pricing

Strategy
Premium
(Prestige)
Pricing

Skimming
Pricing (Cream
Skimming)

Penetration
Pricing

Cost-Based
Pricing

Value-Based
Pricing

Competition-
Based Pricing

Psychological

Pricing

Flexible
(Dynamic)
Pricing

Core Objective

Maximise margins
and reinforce
high-quality or
luxury positioning

Rapid recovery of
investment and
early profit
maximisation

Rapid market
entry and market

share growth

Ensure cost
coverage and
stable
profitability
Align price with
perceived

customer value

Maintain
competitive
parity or avoid

price wars

Influence
consumer
perception and
buying behaviour
Adapt prices to
demand, time, or
customer

segment

Typical Market
Conditions
Differentiated
products, strong
brands, low price
sensitivity

New or
innovative
products, weak
initial
competition,
inelastic demand
Price-sensitive
markets, strong
competition,
mass markets

Stable demand,
standardised
products, limited
competition
Differentiated
offerings, strong
customer insight

Highly
competitive
markets,
homogeneous
products
Consumer goods
markets, impulse
buying

Digital markets,
services,
fluctuating
demand

Key Strategic
Advantages
Enhances brand
image; high
profit per unit;
customer loyalty

High short-term
profitability;
signals
innovation and

quality

Fast adoption;
discourages
competitors;
economies of
scale
Simplicity;
predictable

margins

Maximises
customer
willingness to
pay; strategic
flexibility
Reduces
competitive risk;
market

conformity

Enhances
perceived
affordability or
quality
Revenue
optimisation;
responsiveness
to market
changes

Potential Risks /

Limitations
Limited market
size;
vulnerability
during economic
downturns
Attracts
competitors;
limits early
market

penetration

Low margins;
difficult to raise

prices later

Ignores demand
and competitive

dynamics

Requires
advanced market
research;
subjective value
assessment
Limited strategic
differentiation;

margin pressure

Effects may
diminish over
time; cultural
differences
Customer
perceptions of
unfairness;
operational
complexity
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Loss Leader Attract customers Retail Increases store Sustained losses
Pricing and stimulate environments, traffic; cross- if cross-sales fail
complementary broad product selling
purchases assortments opportunities
Standardised Ensure Regulated Operational Limited
Pricing consistency and markets, mass efficiency; brand  adaptation to
simplicity international consistency local market
markets conditions
ijaREatiz B Capture different  Heterogeneous Revenue Risk of arbitrage;
Pricing willingness to pay demand, multiple maximisation; customer
across segments customer market dissatisfaction
segments expansion
Promotional Short-term sales Mature or Immediate sales  Brand dilution;
Pricing stimulation declining boost; inventory  increased price

markets; excess

inventory

reduction

5.4.6 Dynamic Pricing, Discounts, and Adaptation

sensitivity

Pricing strategies must adapt to changing economic and social conditions. Firms use:

e price discounts and allowances;

e seasonal pricing;

e promotional pricing;

o differentiated pricing by segment or market.

In international markets, pricing strategy becomes even more complex. Additional factors

include:

e taxes, tariffs, and duties;

o inflation and currency fluctuations;

e transportand intermediary costs;

o differences in purchasing power.

Strategic pricing in international contexts requires balancing global consistency with local

adaptation.

5.4.7 Pricing as a Strategic Signal

Beyond its economic function, price acts as a strategic signal. High prices may signal quality
and exclusivity, while low prices may signal efficiency or aggressive competition. Incorrect

pricing signals can damage brand equity or provoke destructive price wars.

Therefore, pricing decisions must be consistent with overall marketing strategy, brand

positioning, and long-term objectives.
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Strategic Insight Box 14: Price as a Strategic Signal

Price communicates value, quality, and positioning. High prices may signal exclusivity and
quality, while low prices may signal efficiency or aggressive competition. Pricing decisions
therefore influence perception as much as profitability.

Case Study 10. Pricing Strategy of a Telecommunications Operator in a Competitive
Market

A telecommunications operator operating in a liberalised European market faces intense
price competition and high customer churn. The market is characterised by multiple
competitors offering similar core services, with customers highly sensitive to price

differences.

Initially, the operator pursued aggressive penetration pricing, offering low prices and
promotional discounts to attract new customers. While this strategy increased subscriber
numbers, it significantly reduced average revenue per user and placed pressure on

profitability.

In response, management reoriented pricing strategy toward value-based segmentation.
Instead of uniform low prices, the firm introduced differentiated service bundles targeting
distinct customer segments: budget users, mainstream customers, and premium users

seeking enhanced data speeds and service quality.

Prices were aligned with perceived value rather than solely with competitors’ offers. Loyalty
programmes and contractual pricing reduced churn, while premium pricing for high-value

segments improved margins.

The case illustrates how strategic pricing must evolve from short-term market share
acquisition toward long-term value creation and profitability, particularly in highly

competitive and commoditised markets.

5.5 Promotion Strategy

5.5.1 Strategic Role of Promotion in the Marketing Mix

Promotion is the most dynamic and communicative element of the marketing mix. While
product, price, and distribution define what is offered, at what cost, and where, promotion
determines how the firm communicates value, builds meaning, and influences customer
behaviour. From a strategic perspective, promotion is not merely a set of communication
tools, but a long-term mechanism for shaping brand identity, market perception, and

competitive position.

Promotion performs a dual role. On the one hand, it supports short-term sales objectives by
stimulating demand and encouraging purchase decisions. On the other hand, it contributes

to long-term strategic objectives by building brand awareness, trust, loyalty, and legitimacy.
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The strategic challenge lies in balancing these two dimensions, particularly in markets
characterised by information overload, declining attention spans, and fragmented media

consumption.

Strategic promotion is therefore closely linked to the firm’s positioning strategy and must be
fully aligned with the chosen target segments, value proposition, and overall marketing
strategy. Inconsistent or poorly coordinated promotional activities may undermine even

well-designed product or pricing strategies.

5.5.2 Promotion as a Communication Process

Promotion is fundamentally a communication process. It involves a sender (the firm), a
message (value proposition), a medium (communication channel), a receiver (target
audience), and a feedback mechanism. Noise - such as competing messages, consumer

scepticism, or cultural barriers - can distort or weaken communication effectiveness.
Strategic promotion requires deliberate decisions regarding:

e who is addressed (target audience);

e whatis communicated (message content);

e how itis communicated (communication tools and media);
e when and how often communication takes place;

e how effectiveness is measured.

Promotion aims not only to inform, but also to educate, persuade, remind, legitimise, and
reinforce consumer attitudes and behaviour. Depending on the market context and product
life cycle stage, different promotional objectives may dominate.

5.5.3 The Promotional Mix: Strategic Perspective

The promotional mix consists of four core components, each with distinct strategic
functions:

Advertising is any paid, non-personal form of communication by an identified sponsor. Its
strategic strength lies in its ability to reach large, dispersed audiences and to build brand
awareness and image over time. Advertising is particularly effective when products are

standardised, markets are large, and differentiation is based on brand perception.

From a strategic standpoint, advertising decisions concern message strategy, creative
execution, media selection, budget allocation, and timing. Advertising supports positioning

and differentiation, but requires significant investment and long-term consistency.
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Public relations focus on managing relationships between the organisation and its various
publics. Unlike advertising, public relations do not primarily promote products, but the

organisation as a whole. They aim to build credibility, legitimacy, and trust.

Strategically, public relations are especially important in periods of change, crisis,
international expansion, or when corporate reputation plays a decisive role in consumer

choice. Their indirect nature makes them powerful but less controllable than advertising.

Sales promotion includes short-term incentives designed to stimulate immediate purchase
or distribution support. These may target consumers (price discounts, coupons, samples) or

intermediaries (trade allowances, bonuses).

While sales promotion delivers fast and measurable results, its strategic use must be
carefully controlled. Overreliance on promotions may erode brand value, increase price

sensitivity, and condition customers to buy only at discounted prices.

Personal selling involves direct interaction between seller and buyer and allows for two-way
communication. It is strategically important in business-to-business markets, for complex or

high-value products, and in relationship-oriented contexts.

Personal selling enables adaptation of messages to individual customers and provides

valuable market feedback. However, it is costly and difficult to scale.

Figure 13. The Promotional Mix and Its Strategic Functions

Advertising Public Relations
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brand image legitimacy
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Mix
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Sales Promotion

» Relationship building and persuasion

» Encourage trial » Generate feedback

» Stimulate short-term sales ‘

The figure reinforces the idea that effective promotion depends on strategic coordination

among tools rather than reliance on a single communication instrument.
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5.5.4 Strategic Objectives of Promotion

Promotional strategy is guided by specific objectives, which vary depending on the firm'’s

strategic priorities and the product life cycle stage. These objectives include:

e creating awareness and knowledge;

o shaping attitudes and preferences;

o stimulating trial and repeat purchase;
e reinforcing brand loyalty;

e supporting intermediaries;

o legitimising the firm and its offerings.

Strategic coherence requires that promotional objectives be clearly defined, measurable, and
consistent with overall marketing objectives. Promotion should not compensate for weak

product value or inappropriate pricing, but rather amplify and communicate existing value.

Common Mistake Box 15: Overreliance on Sales Promotion

Short-term promotional success may erode brand equity and increase price sensitivity.
Strategic promotion must balance immediate sales activation with long-term brand
building.

5.5.5 Push and Pull Promotional Strategies

A central strategic decision in promotion concerns the choice between push and pull

strategies.

A push strategy focuses promotional efforts on intermediaries. The objective is to encourage
wholesalers and retailers to stock, promote, and sell the product. Push strategies rely heavily
on personal selling and trade promotions and are common in markets where distribution

power is concentrated.

A pull strategy targets final consumers directly, creating demand that “pulls” the product
through distribution channels. Advertising and consumer promotion are central tools. Pull

strategies are particularly effective for branded consumer goods.

In practice, most firms adopt a hybrid approach, combining push and pull elements
depending on product type, market structure, and competitive dynamics.

Table 7. Comparison of Push and Pull Promotional Strategies

Dimension Push Strategy Pull Strategy
Strategic Focus Influencing intermediaries Influencing final consumers
(wholesalers, retailers, distributors)

daliligaellzeiias Encourage intermediaries to stock, Create consumer demand that
promote, and sell the product “pulls” the product through the
channel

96




Eduard Marinov

Main Target
Audience

Key Promotional

Tools

Communication
Direction

Role of
Intermediaries
Typical Market
Conditions
Product
Characteristics
Cost Structure

Speed of Market
Impact
Brand-Building
Effect

Control over
Message

Strategic Risks

Typical Examples

Best Strategic Use

Channel members and sales
intermediaries

Personal selling, trade promotions,
trade discounts, sales incentives,
dealer support

Manufacturer — Intermediary —
Consumer

Active sellers and promoters of the
product

Concentrated distribution, strong
retailer power, B2B markets
Complex, technical, high-involvement
products

High personal selling and trade
promotion costs

Relatively fast at the point of sale

Limited direct brand-building impact

High control through direct

interaction with intermediaries

Dependence on intermediaries;
limited consumer loyalty

Trade allowances, retailer incentives,
sales force promotion

Market entry, B2B markets, new

product distribution

End users / final customers

Advertising, consumer
promotions, public relations,
digital and social media
Manufacturer — Consumer —
Intermediary

Respond to consumer demand by
ordering from producers

Mass consumer markets, strong
brands, high media reach
Standardised, branded,
frequently purchased products
High advertising and media
expenditure

Slower initially, but stronger
long-term impact

Strong brand awareness and
brand equity effects

Lower control due to mass
communication and consumer
interpretation

High costs; risk of weak
conversion to sales

TV advertising, social media
campaigns, influencer marketing
Mature consumer markets, brand
differentiation, long-term

positioning

In practice, firms rarely rely exclusively on either a push or a pull strategy. Most successful
promotional strategies combine both approaches in varying proportions, depending on
market structure, product characteristics, competitive intensity, and brand strength. Push
strategies are particularly effective in ensuring distribution coverage and short-term sales
activation, while pull strategies play a critical role in building brand awareness, preference,
and long-term demand. Strategic marketing management therefore requires the careful

coordination of push and pull elements within an integrated promotional mix.

Managerial Decision Box 16: Push or Pull?

Should promotional efforts focus on intermediaries (push) or final consumers (pull)? The
optimal choice depends on market structure, brand strength, and distribution power. Most
firms benefit from a carefully balanced hybrid approach.
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5.5.6 Strategic Messages and Appeals
Promotional messages may be:

e rational, emphasising functional benefits, price, or performance;
e emotional, appealing to feelings, identity, or lifestyle;

e moral or social, addressing values, responsibility, or ethics.

Strategic message design must reflect the nature of the product, the target audience, and the
cultural context. Inconsistent or poorly targeted messages may weaken positioning and

reduce credibility.

5.5.7 Standardisation versus Adaptation in Promotion

A key strategic dilemma in international marketing concerns whether promotional

strategies should be standardised or adapted across markets.

o Standardised promotion ensures consistency, economies of scale, and a unified brand
image.
e Adapted promotion allows sensitivity to cultural, linguistic, legal, and social

differences.

The optimal approach often lies between these extremes, combining a global core message
with local adaptations. The strategic choice depends on brand strategy, market

heterogeneity, and resource availability.

5.5.8 Control and Evaluation of Promotional Effectiveness

Strategic promotion requires systematic control and evaluation. Effectiveness may be

measured through:

e awareness and recall indicators;
e attitude and image measures;
e sales response and market share;

e return on promotional investment.

Control ensures that promotional activities contribute to strategic objectives rather than

generating short-term noise without lasting impact.

Case Study 11. Integrated Promotional Strategy of a Fast-Moving Consumer Goods
Brand

A multinational fast-moving consumer goods company operates in a highly competitive
market characterised by brand proliferation and declining consumer attention. The firm'’s

challenge is to maintain brand relevance while controlling promotional costs.
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Initially, the company relied heavily on price promotions, achieving short-term sales
increases but gradually eroding brand equity and increasing consumer price sensitivity.
Recognising this risk, management redesigned its promotional strategy.

The new approach emphasised integrated marketing communication. Advertising focused
on emotional brand storytelling, reinforcing core brand values. Public relations activities
highlighted sustainability and corporate responsibility initiatives, strengthening brand
legitimacy. Sales promotions were limited and strategically timed, supporting new product
launches rather than ongoing price reductions. Personal selling focused on key retail

partners to secure shelf space and in-store visibility.

The case demonstrates how strategic integration of promotional tools can restore brand
value, improve long-term competitiveness, and reduce dependence on price-based

competition.

Promotion completes the strategic management of the marketing mix. Its effectiveness
depends on coordination with product, distribution, and pricing strategies. Strategic success
is achieved not through isolated optimisation of individual elements, but through coherent,

integrated decision-making across the entire mix.
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Key Concepts

e Marketing mix

o Strategic coordination of the marketing mix
e Product strategy

e Product portfolio

e Product life cycle

e Boston Consulting Group (BCG) Matrix

e Ansoff Matrix

e Distribution strategy

o Marketing channels

e Pricing strategy

e Value-based pricing
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0.

Promotional strategy

Promotional mix

Push and pull strategies

Integrated marketing communication

Standardisation vs. adaptation of the marketing mix

Self-Study Tasks

Product Strategy Task

Select a well-known brand with a broad product portfolio operating on the Bulgarian
or European market.

o Construct a BCG Matrix for its main product lines.

o Identify “stars”, “cash cows”, “question marks”, and “dogs”.

o Propose appropriate product and marketing mix strategies for each category.
Distribution Strategy Task
Analyse the distribution system of a consumer goods or service company.

o Identify the type of distribution system (integrated, partially integrated, or

autonomous).
o Evaluate the market coverage strategy (intensive, selective, exclusive).
o Discuss how distribution choices support the firm’s competitive positioning.
Pricing Strategy Task
Choose a product recently introduced to the market.
o Identify the applied pricing strategy (e.g. penetration, skimming, premium).
o Analyse how costs, demand, and competition influence pricing decisions.
o Assess potential risks associated with the chosen strategy.
Promotion Strategy Task
Examine a recent promotional campaign of an international or Bulgarian brand.
o Identify the main elements of the promotional mix used.
o Determine whether the strategy is primarily push- or pull-oriented.
o Evaluate the consistency between the promotional message and the brand’s
positioning,.

Integrated Marketing Mix Task

10. Analyse how the four elements of the marketing mix are coordinated for a selected

brand.
o Identify possible inconsistencies or trade-offs.

o Propose strategic improvements to enhance coherence and effectiveness.
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Example Test Questions

The strategic importance of the marketing mix lies primarily in its ability to:
a) reduce production costs
b) coordinate controllable marketing variables to achieve strategic objectives
c) eliminate competitive pressure

d) replace strategic planning

Which statement best describes the role of product strategy?
a) It focuses exclusively on packaging decisions
b) It defines the tactical implementation of advertising
c) It determines how customer needs are satisfied through product offerings

d) It is independent of market conditions

Which quadrant of the BCG Matrix typically generates stable cash flows with low investment
needs?

a) Stars

b) Question marks

c) Cash cows

d) Dogs

A pricing strategy aimed at rapid market share growth through low initial prices is known
as:

a) premium pricing

b) skimming pricing

c) penetration pricing

d) psychological pricing

Which promotional strategy focuses primarily on intermediaries rather than final
consumers?

a) Pull strategy

b) Push strategy

c) Standardised strategy

d) Emotional appeal strategy

The main strategic risk of excessive sales promotion is:
a) increased advertising costs
b) reduced distribution coverage
c) erosion of brand value and increased price sensitivity

d) loss of production efficiency

Correct answers: 1b, 2¢, 3c, 4c, 5b, 6¢
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Exam Focus: Strategic Management of the Marketing Mix

This chapter is central for the exam. Students must be able to:

o Explain the strategic logic of the marketing mix as an integrated system.

e Analyse each element (product, price, distribution, promotion) strategically, not
tactically.

e Demonstrate understanding of interdependencies among the 4Ps.

e Apply portfolio models (e.g. BCG, Ansoff) correctly and critically.

o Justify pricing strategies based on objectives, demand, costs, and competition.

e Distinguish between push and pull promotional strategies.

e Propose coherent marketing mix decisions aligned with strategic objectives.
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Chapter 6. Marketing Strategies and the Product Life
Cycle

Learning objectives

e Explain the concept of the product life cycle and its relevance for strategic marketing decision-
making.

e Identify and distinguish the main stages of the product life cycle - introduction, growth,
maturity, and decline - based on sales, profit, competitive intensity, and consumer behaviour.

e Analyse variations of product life cycle patterns, including extended maturity, fad, cyclical,
scalloped, and failure curves.

e Select appropriate marketing strategies for each life cycle stage, adjusting product, pricing,
distribution, and promotion decisions accordingly.

e Evaluate strategic options for extending product life cycles, including product modification,
market modification, and marketing mix modification.

e Assess strategic decisions in the decline stage, including harvesting, divestment, reinvestment,
and market exit or repositioning strategies.

e Apply life cycle thinking to practical cases, demonstrating the ability to diagnose a product’s
current stage and propose suitable strategic marketing responses.

New products continuously appear on the market. Some of them are accepted by
consumers, leading to a gradual increase in sales volume and, consequently, in company
profits. Others gradually lose their customers and slowly disappear from the market.
There is also a third category of products that manage to maintain their market share for
many years. Similar to human life, products - regardless of their type - are born, develop,

and eventually decline.

The concept of the product life cycle is based on the assumption that products have a
limited “life span” - from the moment the product idea is created to the moment it is
withdrawn from the market. The concept attempts to explain the existence of distinct
stages within the time period during which a product exists on the market. At the same
time, it provides a framework for describing each stage in terms of sales volume, profit,
consumers, competitors, and marketing strategies. Changes in the external environment
and transitions between life cycle stages inevitably require corresponding changes in a

firm’s marketing strategy.
6.1 The Concept of the Product Life Cycle

The product life cycle concept enables the analysis of the product assortment and the
balancing of relationships between new, existing, and declining products, thus

supporting the management of structural product growth. It allows marketers to
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anticipate changes in consumer requirements, competitive behaviour, and distribution

channels, thereby facilitating the development of an optimal marketing plan.

Key Concept Box 17: Life Cycle Thinking

The product life cycle describes patterns of market performance, not inevitable destiny.
[t is a diagnostic and planning tool that supports strategic adaptation across different
stages of market evolution.

The classical product life cycle model includes four stages:

e Introduction - the period in which the product first appears on the market and
sales volume increases slowly. During this stage, firms usually do not generate
profit, as the costs of market introduction are very high.

e Market Growth - a period of rapid market acceptance and significant growth in
profits.

e Maturity - a period of slowing sales growth, as the product has already been
adopted by most consumers. Profits reach their peak and begin to decline due to
increased marketing expenditures required to maintain competitiveness.

e Decline - a period of sharp decrease in sales volume and profits.

The shape and duration of the product life cycle depend on market conditions. The
introduction of a new product requires overcoming existing consumer habits. Firms must
raise awareness through intensive advertising, stimulate interest, and highlight product
advantages. This process takes time, which is why early adopters dominate the
introduction stage. Over time, mass consumers enter the market, competitors appear,
prices decline, and sales growth eventually stabilises at a level determined by repeat

purchases. Continuous innovation eventually leads to declining sales.

Determining the exact boundaries of each life cycle stage is difficult. Typically, a new

stage is identified when changes in the rate of sales growth or decline become clearly

observable.

Table 8. Main Characteristics of the Product Life Cycle Stages

Characteristics Introduction Market Growth Maturity Decline

. Market entry, Market share
Marketing Market share

o market share maintenance or Market exit

objective i growth

formation growth

) Only highest-

Product i Increasing

One basic model ) ) Full assortment demand
assortment modifications

products
- Product- Expanding Intensive .

Distribution o Restricted

dependent outlets distribution
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Product- and
competition- Wide price range  Full price line Limited prices
dependent

Advertising Introductory Persuasive Reminder Minimal
Negative Unstable Positive Declining

Mass consumers .
Mass consumers ) Conservative
Consumers Innovators ) o with average
with high income consumers
income

Competition Absent or weak Increasing Strong Minimal
Profit level Low or absent Increasing Declining Disappearing

Marketing ] ) i o
High Very high Decreasing Minimal
costs

m Low Growing Peak Declining
Predictability Low Moderate High Very high
Positive Rapid Slowing Negative

Not all products follow a classical S-shaped life cycle curve. Variations include:

o Traditional curve with clear stages;

e Extended maturity curve for products with long-lasting popularity;

e Fad curve, characterised by rapid rise and sharp decline;

e Cyclical curve, typical for seasonal products or styles;

o Scalloped curve, reflecting repeated popularity due to modifications;

o Failure curve, describing products that never achieve market success.

Common Mistake Box 18: Mechanical Application of the PLC

Applying identical strategies to all products at the same life cycle stage ignores market
differences, competitive intensity, and brand strength. The PLC should guide thinking, not
replace strategic judgement.

The figure below presents the classical product life cycle (PLC) curve, illustrating the
dynamic evolution of both sales volume and profitability of a product over time. The
figure employs a dual-axis format to distinguish clearly between these two dimensions

of performance.

e The horizontal axis (x-axis) represents time, reflecting the progression of the
product through its market life.

e The left vertical axis (y-axis) represents sales volume.
e The right vertical axis (y-axis) represents profit level.

Two distinct but interrelated curves are shown: a sales curve and a profit curve.
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Figure 14. Classical Product Life Cycle Curve (Sales and Profit)

3 — Sales Curve
High Profit Curve
’\
Sales ‘
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Profit Curve
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Introduction Growth Maturity Decline Time

The sales curve follows a smooth S-shaped pattern, divided into four sequential stages:

1.

Introduction Stage. Sales begin at a low level and increase slowly. Market
awareness is limited, distribution coverage is narrow, and demand is driven
primarily by innovators. The sales curve rises gently from near zero.

Growth Stage. Sales increase rapidly as market acceptance accelerates.
Distribution expands, repeat purchases grow, and new customer segments adopt
the product. The sales curve displays a steep upward slope.

Maturity Stage. Sales reach their maximum level and begin to stabilise. Growth
slows as the market becomes saturated. The sales curve flattens, indicating peak
market penetration.

Decline Stage. Sales decrease due to technological substitution, changing
consumer preferences, or intensified competition. The sales curve slopes

downward, reflecting shrinking demand.

The profit curve follows a different trajectory, reflecting the time lag between sales

growth and profitability:

1.
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Introduction Stage. Profits are negative or near zero, as high development,
production, distribution, and promotional costs exceed revenues. The profit curve

lies below or just above the zero-profit line.

Growth Stage. Profits rise rapidly as sales volume increases, unit costs decline due
to economies of scale, and marketing expenditures become more efficient. The

profit curve climbs steeply and reaches its peak during this stage or early maturity.

Maturity Stage. Profits stabilise and then begin to decline gradually. Competitive

pressure intensifies, price competition increases, and promotional costs rise in
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order to defend market share. The profit curve slopes gently downward while

sales remain high.

4. Decline Stage. Profits decline sharply and may turn negative. Falling sales volumes,
excess capacity, and limited pricing power reduce profitability. The profit curve

descends faster than the sales curve.
The dual-curve representation highlights several strategic insights:

o Sales growth does not immediately translate into profitability, particularly during
market introduction.

e Peak profits typically occur before peak sales, often during late growth or early
maturity.

e Marketing and strategic priorities differ by stage, requiring adaptation of pricing,
promotion, distribution, and product decisions.

e Early identification of the transition from growth to maturity is critical, as this is

when profit optimisation opportunities are greatest.

By combining sales and profit dynamics, the figure visually reinforces the need for stage-
specific marketing strategies and supports the strategic use of the product life cycle

concept in marketing planning and control.

Strategic Insight Box 19: Peak Profit vs. Peak Sales

Peak profits usually occur before peak sales. As markets mature, competitive pressure
increases costs and reduces margins. Recognising this transition is critical for timely
strategic adjustment.

There are no fixed time limits for each life cycle stage. Duration depends on product type,

marketing mix, market conditions, competitive advantages, and competitive intensity.
6.2 Introduction Stage

During the introduction stage, unit costs are very high due to new and inefficient production
technologies, small-scale output, and heavy promotional spending. Sales grow slowly, profits

are minimal or absent, and competition is usually weak or non-existent.

Marketing efforts focus on awareness creation and trial stimulation. The firm typically offers
one basic model, adopts either a high price (to recover costs quickly) or a low price (to gain

market share), and relies on selective distribution.
Four strategies may be applied:

e Intensive Marketing Strategy. High price combined with high promotional
expenditure. Appropriate when consumers are uninformed, willing to pay high

prices, and competition exists.

107




Basics of Strategic Marketing: A Lecture Course

e Selective Penetration Strategy. High price with low promotional expenditure. Suitable
when consumers are informed, willing to pay premium prices, and competition is
weak.

e Wide Penetration Strategy. Low price with high promotional expenditure.
Appropriate for price-sensitive markets with large potential demand and competitive
pressure.

e Passive Marketing Strategy. Low price with minimal promotion. Suitable when

consumers are well informed, price sensitive, and competition is a potential threat.
6.3 Market Growth Stage

This stage is characterised by rapidly increasing sales and profits. Competition intensifies as
new entrants imitate successful products. The primary strategic objective is brand

preference formation and market share expansion.
Key strategic actions include:

e product improvement and feature enhancement;

e market segmentation expansion;

o distribution channel expansion;

e transition from awareness advertising to preference-building communication;

o gradual price reductions to attract price-sensitive segments.

Firms must choose between maximising profits or prioritising market share, often

sacrificing short-term profitability for long-term dominance.

6.4 Maturity Stage

Maturity is the longest life cycle stage. Market growth slows, competition intensifies, and
firms fight for market share. Profits remain positive but gradually decline.

Three phases can be distinguished:

e growing maturity;
o stable maturity (saturation);

e declining maturity.
Recommended strategies include:

e product modification (quality, functionality, aesthetics);

o market modification (new users, new usage occasions);

e marketing mix modification (price reductions, intensive promotion, expanded
distribution).

A simplified success formula at this stage may be expressed as:

Market success = improved product quality + effective distribution + strong advertising
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6.5 Decline Stage

Decline occurs due to technological substitutes, changing consumer preferences, or
regulatory changes. Sales and profits fall sharply, and weaker competitors exit the market.
Strategic options include:

o withdrawing the product from the market;
e limited reinvestment to extend market presence;

e identifying new markets where the product is still in an earlier life cycle stage.

Case Study 12. Managing a Dairy Product Through the Product Life Cycle: A Bulgarian
Market Example

A Bulgarian dairy producer launches a new high-protein yoghurt aimed at health-conscious
urban consumers. At the introduction stage, the product is offered in one standard package
size and positioned as a functional, premium food. Production costs are high due to limited
scale and specialised ingredients. The firm applies a relatively high price and uses selective
distribution through specialised food stores and fitness-oriented retail outlets. Promotion

focuses on awareness creation, nutritional benefits, and product trials.

As consumer interest grows, the product enters the growth stage. Sales increase rapidly, and
national retail chains list the product. The firm expands the product line by introducing new
flavours and packaging formats. Prices become more competitive, while promotion shifts
toward brand preference and repeat purchase. Competitors introduce similar products,

intensifying market rivalry.

In the maturity stage, market growth slows as the segment becomes saturated. Price
competition intensifies, and promotional spending increases. The firm focuses on product
differentiation through improved packaging, sustainability claims, and loyalty-based
promotions. Distribution becomes intensive, covering both large retail chains and online

grocery platforms. Profits remain positive but begin to decline.

Eventually, changing consumer preferences toward plant-based alternatives push the
product into the decline stage. Sales decrease, and the firm discontinues less profitable
variants. Marketing expenditure is reduced, and the product remains available only in
selected outlets. Resources are redirected toward developing new functional or plant-based

dairy alternatives.

This case illustrates how adapting the marketing mix across the product life cycle enables

firms to manage risk, maintain competitiveness, and support long-term strategic renewal.
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6.6 Product Life Cycle in International Trade

In the 1960s, Raymond Vernon introduced the theory of the international product life cycle,
applying the microeconomic life cycle concept to explain changes in international trade
patterns.

The theory is based on two principles:

e technology as a key source of competitive advantage;

e market size and structure as determinants of trade patterns.
Vernon identifies three stages:

1. New product stage - production concentrated in the innovating country;
2. Maturity stage - increased international competition and imitation;
3. Standardisation stage - price competition intensifies, production shifts to low-cost

countries, and the innovator becomes a net importer.

The theory explains dynamic comparative advantages and the shifting international division
of labour across countries at different development levels.

The product life cycle concept highlights that each stage presents distinct challenges and
opportunities. Accurate identification of a product’s life cycle stage enables more effective use of
marketing mix elements and improves strategic decision-making. Integrating life cycle thinking

into strategic marketing planning supports long-term competitiveness and profitability.
Learning Resources

Recommended Further Reading

1. Kotler, P, Keller, K. L. (2016). Marketing Management (15th ed.). Pearson.

2. Kotler, P., Armstrong, G. (2021). Principles of Marketing (18th ed.). Pearson.

3. Hooley, G., Piercy, N. Nicoulaud, B. Rudd, J. (2017). Marketing Strategy and
Competitive Positioning (6th ed.). Pearson.

4. Ansoff, H. L. (1987). Corporate Strategy. Penguin.

5. Nagle, T, Hogan, |., Zale, J. (2016). The Strategy and Tactics of Pricing (5th ed.).
Routledge.

6. Levitt, T. (1965). “Exploit the Product Life Cycle.” Harvard Business Review, 43(6), 81-94.

Key Concepts

e product life cycle
o life cycle curve

e introduction

o market growth

e maturity
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e decline
o product modification

o market modification

Self-Study Tasks

Analyse a product offered on the Bulgarian market:
o Identify its current life cycle stage.
e Describe the marketing mix used at this stage.
e Predict transition to the next stage and justify your reasoning.
e Discuss whether the current stage can be extended.

o Identify foreign markets where the product may be at a different life cycle stage.

Example Test Questions

During which stage of the product life cycle are profits typically negative or close to zero,
despite rising marketing expenditures?

a) Growth

b) Maturity

c) Introduction

d) Decline

Which marketing strategy is most appropriate for the maturity stage of the product life cycle?
a) Intensive product innovation and market experimentation
b) Market withdrawal and cost minimisation
c) Market defence, differentiation, and efficiency improvements

d) Selective distribution and limited promotion

According to the Ansoff Product-Market Growth Matrix, which strategy involves existing
products and new markets?

a) Market penetration

b) Product development

c) Market development

d) Diversification

Which statement best describes the relationship between distribution intensity and the
product life cycle?

a) Distribution intensity is highest during the introduction stage.

b) Distribution intensity typically peaks during the maturity stage.

c) Distribution intensity remains constant throughout the life cycle.

d) Distribution intensity increases only during the decline stage.

Correct answers: 1c, 2¢c, 3¢, 4b
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Exam Focus: Product Life Cycle and Marketing Strategy

For exam preparation, emphasise:

e Understanding the logic and purpose of the product life cycle concept.

o Ability to identify and justify a product’s current life cycle stage.

« Differences between sales dynamics and profit dynamics across stages.

» Appropriate marketing strategies for each life cycle stage.

o Limitations of the classical life cycle model and alternative curves.

o Strategic implications of international product life cycles.

o Avoiding mechanical application of life cycle stages without market analysis.
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Chapter 7. Creating and Implementing an Integrated

Marketing Strategy

Learning Objectives

e integrate strategic analysis, objectives, and the marketing mix into a coherent marketing

strategy;

e design a structured marketing strategy development process;

e translate marketing strategy into concrete action plans and budgets;

e understand the financial logic of marketing decisions;

e evaluate the economic feasibility and performance of marketing strategies.

7.1 The Logic of an Integrated Marketing Strategy

Marketing strategy represents the central link between analysis and action in strategic

marketing management. While previous chapters examined individual components -

environmental analysis, objectives, marketing mix elements, and the product life cycle -

effective strategic marketing requires their systematic integration into a unified decision-

making framework.

Figure 15. The strategic choice logic
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An integrated marketing strategy defines:

4

Financial Control & Feedback
Sales, Margins, ROMI, Budget Variance  —

e where the firm competes (markets and segments),

e how it competes (value proposition and positioning),

e with what instruments (marketing mix),

e with what resources (budgets and capabilities),

e with what expected results (financial and market outcomes).

H
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From a strategic perspective, marketing strategy is not a static plan, but a dynamic
managerial process that aligns market opportunities with organisational resources and
financial constraints. Poor integration leads to fragmented actions, inefficient spending, and

weak strategic coherence.

Key Concept Box 20: From Analysis to Control

An integrated marketing strategy links environmental analysis, strategic objectives,
marketing mix decisions, budgeting, and control into a coherent process. Weakness at any
stage undermines overall strategic effectiveness.

7.2 From Strategic Analysis to Strategic Choice

The creation of a marketing strategy begins with strategic diagnosis, not with creative
decisions or promotional ideas. Strategic analysis provides the informational foundation for
all subsequent choices.

Key analytical inputs include:

e analysis of the macro-, meso-, and micro-environment;
e SWOT and extended SWOT (TOWS) analysis;

o identification of key success factors;

o assessment of competitive position;

o evaluation of product life cycle stage.

Strategic choice emerges when management moves from “What is happening?” to “What
should we do?”. This involves prioritisation: not all opportunities can be pursued, and not all
weaknesses can be addressed simultaneously. Strategic marketing therefore requires
selectivity.

7.3 Defining Strategic Marketing Objectives
Strategic marketing objectives translate strategic intent into measurable targets. They serve
as a bridge between diagnosis and action.

Well-formulated marketing objectives should be:

e consistent with corporate and business objectives;
e specific, measurable, achievable, relevant, and time-bound;

o prioritised and mutually coherent.
Typical categories of strategic marketing objectives include:

e market share and sales growth;
e customer acquisition and retention;
e brand awareness, image, and loyalty;

o profitability and contribution margins.
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Crucially, objectives must be financially realistic. Ambitious growth targets without

corresponding budgetary support undermine strategic credibility.
7.4 Designing the Strategic Marketing Mix

Once objectives are defined, firms design an integrated marketing mix that operationalises
strategy.

Strategic coherence requires that:

e product decisions reflect positioning and life cycle stage;
e pricing supports value perception and financial goals;
e distribution ensures availability consistent with target segments;

e promotion communicates a unified strategic message.

Rather than optimising each element separately, managers must evaluate trade-offs. For
example, premium positioning may require higher promotional investment but allow higher

margins. Cost leadership may limit promotional spending but require distribution efficiency.

7.4.1 Situation Analysis

The process begins with a comprehensive analysis of the internal and external marketing

environment. This stage includes:

e analysis of the macro-environment (for example, PEST factors),
e industry and competitive analysis,
e customer and market analysis,

e internal resource and capability assessment.

The purpose of this stage is to identify opportunities, threats, strengths, and weaknesses,
providing an evidence-based foundation for strategic decision-making. The analysis stage

answers the question: Where are we now?

7.4.2 Strategic Objectives

Based on the results of the analysis, the firm formulates clear and measurable strategic

marketing objectives. These objectives may relate to:

e market share,

e sales growth,

o profitability,

e brand positioning,

e customer acquisition or retention.

Objectives are shown as the second block in the framework, emphasising their role as a

bridge between analysis and action. They answer the question: Where do we want to go?
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7.4.3 Marketing Mix Strategy

The third stage translates strategic objectives into concrete market actions through

coordinated decisions across the four elements of the marketing mix:

e product strategy,
e pricing strategy,
o distribution strategy,

e promotion strategy.

In the figure, this stage is depicted as the core operational component of marketing strategy.
It highlights the need for internal coherence and alignment among the mix elements, as well
as consistency with overall strategic objectives. This stage answers the question: How will

we achieve our objectives?

7.4.4 Marketing Budget

The fourth stage introduces the financial dimension of marketing strategy. The marketing
budget allocates financial resources to the selected marketing mix actions and ensures the
feasibility of the strategy. It includes:

e budgeting of promotional expenditures,

e pricing and margin considerations,

e distribution and logistics costs,

e product development and support costs.

In the framework, the budget is positioned after the marketing mix to underline that strategy
must be financially supported and economically justified. This stage answers the question:

With what resources will we act?

Strategic Insight Box 21: Budgets as Strategic Instruments

Marketing budgets are not only financial constraints; they are strategic signals. Budget
allocation reflects priorities, shapes competitive behaviour, and influences organisational
commitment to strategic goals.

7.4.5 Control and Evaluation

The final stage focuses on monitoring, measurement, and corrective action. Strategic
marketing control involves:

e tracking performance indicators (sales, market share, profitability, brand metrics),

e comparing actual results with planned objectives,

o identifying deviations,

e implementing corrective measures.

The figure depicts this stage with a feedback arrow returning to the analysis stage,
highlighting the dynamic and continuous nature of marketing strategy. Control answers the

question: Are we achieving our objectives, and what needs to be adjusted?
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The integrated framework emphasises that marketing strategy is not a one-time decision but

a continuous management process. Each stage is interdependent:

o weak analysis leads to unrealistic objectives,

e unclear objectives undermine marketing mix coherence,

« insufficient budgets limit strategic execution,

o ineffective control prevents learning and adaptation.

By visually integrating analysis, objectives, marketing mix decisions, budgeting, and control,
Figure 14 reinforces the idea that effective marketing strategy requires alignment between

strategic thinking, operational execution, and financial discipline.

Figure 16. Integrated Marketing Strategy Framework

N

p

Situation Analysis

Where are we now?

» Macro-environment
analysis

> Industry &
competitive analysis

» Customer & market
analysis

t Where are we now?

Strategic Objectives

Where do we want to go?

» Market share

» Sales growth

» Profitability

» Brand positioning

» Customer acquisition

Where do we want to go?

Marketing Mix Strategy

How will we achieve our
objectives?

» Product strategy

> Pricing strategy

» Distribution strategy
> Promotion strategy

With what resources will we act?

>

Control & Evaluation

Are we achieving our
objectives?

» Performance monitoring
» Sales, share, profit metrics
> Results vs targets comparison
» Corrective actions

With what resources will we act?

7.5 Marketing Strategy and Financial Planning

7.5.1 The Role of the Marketing Budget

The marketing budget expresses strategy in financial terms. It answers the question: How

much are we willing to invest to achieve our objectives?
Marketing budgets serve several functions:

e resource allocation;
e coordination across departments;
o performance benchmarking;

o financial discipline and accountability.
Strategic marketing management rejects both extremes:

e arbitrary budget cuts driven solely by cost pressure;

e uncontrolled spending without performance justification.
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7.5.2 Methods of Marketing Budgeting
Several budgeting approaches are commonly applied:

o Percentage-of-sales method - simple, but backward-looking;

o Competitive parity method - ensures market consistency but limits differentiation;
e Objective-and-task method - strategically superior, linking budgets to objectives;

e Affordable method - common in small firms but strategically weak.

From a strategic perspective, the objective-and-task method is preferred, as it aligns

financial commitment with strategic priorities.
7.6 Evaluating the Financial Effectiveness of Marketing Strategy

Marketing strategy must ultimately justify itself economically. Key evaluation dimensions

include:

e contribution margins;
e return on marketing investment (ROMI);
e customer lifetime value;

e break-even analysis.

Financial evaluation does not imply short-termism. Strategic marketing often involves front-
loaded investments with delayed returns, especially in brand building, innovation, and

market entry.
7.7 Implementation and Strategic Control

Even the best strategy fails without effective implementation. Implementation requires:

e clear responsibilities;
e timelines and milestones;
e coordination across functions;

e continuous monitoring,.

Strategic control ensures alignment between planned and actual performance. Deviations

may signal:

o flawed assumptions,
e inadequate execution,

e environmental change.

Strategic marketing control therefore acts as both a corrective and learning mechanism,

reinforcing long-term strategic capability.
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Case Study 13. Developing an Integrated Marketing Strategy for a Regional Retail
Chain

A regional retail chain operating in the Bulgarian market faces stagnating sales and
increasing competition from international discounters and online platforms. Although the
company offers a broad product assortment and competitive prices, its marketing activities
are fragmented and largely reactive.

A strategic marketing review reveals that while price competitiveness is strong, brand
differentiation is weak and promotional spending is poorly targeted. Based on SWOT
analysis, management defines three strategic objectives: stabilising market share, improving

brand recognition, and increasing customer loyalty.

The marketing strategy focuses on selective differentiation. Product assortment is
streamlined, emphasising private-label products with higher margins. Pricing remains
competitive, but promotional discounts are reduced in favour of loyalty programmes.
Distribution investments prioritise store layout improvements and digital integration.
Promotional strategy shifts toward consistent brand messaging and targeted local

campaigns.

Financial planning plays a central role. Using the objective-and-task method, the marketing
budget is reallocated from broad price promotions to customer relationship initiatives and
digital communication. Performance indicators include sales per customer, loyalty

programme participation, and contribution margins.

Within one year, the firm reports improved customer retention and stabilised profitability,
demonstrating how integrated strategic marketing and financial discipline reinforce

competitive resilience.

Learning Resources

Recommended Further Reading

1. Kotler, P., Keller, K. L. Marketing Management. Pearson.

2. Hooley, G., Piercy, N., Nicoulaud, B., Rudd, ]J. Contemporary Strategic Marketing.
Pearson.

3. Hooley, G., Piercy, N., Nicoulaud, B. Marketing Strategy and Competitive Positioning.
Pearson.

4. Lambin, |.-]., Schuiling, 1. Market-Driven Management. Palgrave Macmillan.

5. Nagle, T, Hogan, ]., Zale, ]. The Strategy and Tactics of Pricing. Routledge.

6. Porter, M. E. Competitive Strategy. Free Press.
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Key Concepts

integrated marketing strategy

e strategic marketing objectives

e marketing budget

e objective-and-task budgeting

e return on marketing investment

e strategic implementation

Self-Study Tasks

1. Develop an integrated marketing strategy for a selected company, including
objectives, marketing mix, and budget priorities.
Propose a marketing budget using the objective-and-task method.

Identify key financial indicators for evaluating marketing effectiveness.

Example Test Questions

The primary purpose of an integrated marketing strategy is to:
a) reduce marketing costs
b) coordinate analysis, objectives, marketing mix, and budgets
c) replace financial planning

d) focus exclusively on promotion

Which budgeting method best aligns financial resources with strategic marketing objectives?
a) affordable method
b) percentage-of-sales
c) objective-and-task

d) competitive parity

Correct answers: 1b, 2c

Exam Focus: Creating an Integrated Marketing Strategy

This chapter directly supports the exam case study. Students should be able to:

o Follow the full logic: Analysis — Objectives - Marketing Mix — Budget — Control.
o Demonstrate strategic coherence across all decisions.

o Translate strategic objectives into concrete marketing mix actions.

o Justify budget allocations in strategic (not accounting) terms.

o Identify trade-offs and strategic priorities.

e Apply concepts flexibly to different industries or products.

e Present structured, well-argued strategic recommendations.
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Chapter 8. Core Strategic Marketing Strategies: An
Integrated Guide

Learning Objectives

e understand the role of integrated marketing strategies as a synthesis of analysis, objectives, and
marketing mix decisions;

e identify and compare the most commonly used strategic marketing approaches at corporate,
business, and functional levels;

e apply growth, competitive, and positioning strategies to different market and product contexts;

e align product, pricing, distribution, and promotion strategies within a coherent strategic
framework;

e adapt marketing strategies across the stages of the product life cycle;

o link strategic marketing choices to budgeting, resource allocation, and financial performance;

evaluate the strategic consistency and effectiveness of alternative marketing strategy configurations.

8.1 The Role of Strategy Integration in Marketing Management

Strategic marketing does not consist of isolated decisions regarding product features, pricing
levels, distribution channels, or promotional tools. Rather, it represents a coherent system
of interrelated decisions aimed at achieving sustainable competitive advantage and long-
term organisational objectives. The purpose of this chapter is to integrate the analytical
frameworks, strategic concepts, and marketing mix decisions discussed throughout the
handbook into a structured overview of the most commonly used marketing strategies in

practice.

In previous chapters, marketing strategy was examined from multiple perspectives:
environmental analysis, strategic objectives, marketing mix management, product life cycle
dynamics, budgeting, and control. While each of these dimensions is essential, their true
value emerges only when they are aligned within a unified strategic logic. This chapter
therefore functions as a synthesis and practical guide, illustrating how firms combine
strategic choices into consistent marketing strategies adapted to market conditions,

competitive intensity, and organisational resources.

From a managerial standpoint, strategy integration fulfils three critical functions. First, it
ensures internal coherence between objectives, actions, and resource allocation. Second, it
reduces strategic inconsistency, where contradictory decisions across marketing mix
elements weaken market positioning. Third, it enhances decision-making efficiency by
providing structured strategic options that can be adapted rather than reinvented for each

situation.
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8.2 Integrated Growth and Competitive Strategies

8.2.1 Growth-Oriented Strategies

At the highest level, marketing strategy is closely linked to the firm’s growth ambitions.
Growth strategies define the direction in which the firm seeks to expand its market presence,

customer base, or product offering.

A widely used framework for structuring growth options is the product-market perspective.
Firms may pursue market penetration by increasing sales of existing products in existing
markets, typically through intensified promotion, pricing incentives, or distribution
expansion. This strategy is common in mature markets where growth is driven primarily by

competitive displacement rather than market expansion.

Market development involves introducing existing products into new markets, such as new
geographic regions or new customer segments. This strategy relies heavily on distribution

adaptation, promotional localisation, and sometimes price differentiation.

Product development focuses on introducing new or significantly modified products to
existing markets. Innovation, product differentiation, and brand strength are central to this
approach, which is particularly relevant in growth and early maturity stages of the product
life cycle.

Diversification represents the most complex and risky growth strategy, combining new
products with new markets. From a marketing perspective, diversification requires
substantial investment in market research, brand building, and distribution development, as
existing competencies may not be directly transferable.

8.2.2 Competitive Positioning Strategies

While growth strategies define where the firm seeks to expand, competitive strategies define
how it intends to compete within a given market. Competitive positioning strategies are
based on the firm'’s relative cost structure, differentiation capabilities, and target market

scope.

Cost-oriented strategies aim to achieve competitive advantage through operational
efficiency and lower unit costs, allowing the firm to offer lower prices or maintain higher
margins. Marketing strategies supporting cost leadership typically emphasise standardised

products, intensive distribution, limited product variety, and price-focused communication.

Differentiation strategies seek to create unique value perceived by customers, allowing the
firm to command price premiums or foster strong brand loyalty. Marketing plays a central
role in differentiation through product design, branding, service augmentation, and

consistent promotional messaging.
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Focus strategies concentrate on narrowly defined market segments, either through cost
focus or differentiation focus. These strategies require deep understanding of specific
customer needs and highly tailored marketing mix decisions.

In practice, firms often combine elements of these strategies, but strategic clarity remains
essential. Attempting to pursue incompatible strategies simultaneously may dilute
positioning and weaken competitive advantage.

Table 9. Integrated / Corporate-Level Strategies

Strategy Type Core Logic Typical Context
Expand markets, products, or both Competitive, growing markets
Maintain current position Mature or volatile markets
Reduce scope and costs Declining performance

Internationalisation Expand across borders Saturated domestic market

8.3 Product Strategies as Strategic Anchors

Product strategy forms the foundation of marketing strategy, as all other marketing mix
elements ultimately support the product offering. Product-related strategies address

questions of assortment structure, innovation intensity, branding, and portfolio balance.

Firms may pursue product line extension strategies by adding new variants within existing
product lines to serve different segments or usage occasions. While extensions can increase

market coverage, excessive proliferation risks cannibalisation and increased complexity.

Product modification strategies aim to extend the life cycle of existing products through
improvements in quality, functionality, design, or sustainability attributes. These strategies
are particularly important during maturity stages, where differentiation through innovation

becomes incremental rather than radical.

Table 10. Product Strategies

Strategic Objective Life Cycle Stage
Faelelteneliiisgenizdonr Create competitive advantage Growth / Maturity
i E

Product Strateg

Market coverage Growth
Product modification xtend life cycle Maturity

Product elimination Cost reduction Decline

Brand strategies represent a central component of product strategy. Firms may adopt
umbrella branding, individual branding, or hybrid approaches depending on portfolio
structure and risk management considerations. Strong brands facilitate customer trust,

reduce perceived risk, and support pricing flexibility.
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At portfolio level, strategic product management requires balancing cash-generating
products with growth-oriented and experimental offerings. Portfolio analysis tools support

investment prioritisation, product withdrawal decisions, and innovation planning.
8.4 Strategic Pricing Approaches

Pricing strategy occupies a unique position within marketing strategy, as it directly affects
revenue generation and profitability. Strategic pricing decisions must balance internal cost

constraints, customer value perception, and competitive dynamics.

Cost-based pricing strategies prioritise cost recovery and margin stability. While simple to
implement, they risk neglecting customer willingness to pay and market positioning

considerations.

Value-based pricing strategies align prices with perceived customer value rather than
production costs. These strategies are particularly effective for differentiated products,
services, and strong brands, but require advanced market research and segmentation

capabilities.

Competition-based pricing strategies position prices relative to competitors, either by
matching, undercutting, or exceeding market levels. Such strategies are common in price-

sensitive and highly competitive markets.

Dynamic pricing strategies adjust prices over time or across customer segments based on
demand fluctuations, capacity utilisation, or customer characteristics. While increasingly
enabled by digital technologies, dynamic pricing requires careful management of customer

perceptions of fairness and transparency.

Table 11. Core Strategic Pricing Strategies

Pricing Strateg Main Objective Typical Use
Premium (Prestige) Signal quality and maximise  Luxury and strongly differentiated
Pricing margins products

Recover development costs ~ New and innovative products
quickly

Rapid market entry and share  Price-sensitive mass markets
growth

Align price with perceived Branded and differentiated

value offerings

Cost-Based Pricing Ensure cost coverage Stable, standardised markets

Competition-Based Maintain competitive parity Highly competitive markets
Pricing

Psychological Pricing Influence consumer Consumer goods and retail
perception
Promotional Pricing Stimulate short-term sales Mature or declining products

[uny
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Pricing strategies must also evolve across the product life cycle. High introductory prices
may be justified during early stages, while price flexibility and promotional pricing become

more important during maturity and decline.
8.5 Distribution Strategies and Market Access

Distribution strategy determines how effectively value is delivered to customers and how
control is shared across channel partners. Strategic distribution decisions involve channel

structure, coverage intensity, and degree of integration.

Intensive distribution strategies aim for maximum market coverage and are suitable for
frequently purchased, low-involvement products. Selective distribution balances coverage
with control and is common for shopping goods and branded products. Exclusive
distribution prioritises brand image and service quality, often used for premium or luxury

offerings.

Table 12. Distribution Strategies
Distribution Strategy Control Coverage Typical Products

Low  High FMCG
Medium Medium  Shopping goods
High  Low Luxury goods

Channel integration strategies range from fully integrated direct distribution to autonomous
systems relying on independent intermediaries. Hybrid systems combining direct and
indirect channels have become increasingly common, especially with the rise of e-commerce

and omnichannel retailing.

Distribution strategies must align with product positioning and pricing. For example,
premium pricing is difficult to sustain if products are distributed through channels

associated with discount positioning.
8.6 Promotional Strategies and Communication Logic

Promotion plays a central role in shaping market perception, building brand equity, and
stimulating demand. Strategic promotional decisions concern not only tool selection, but

also message consistency, timing, and intensity.

Push strategies focus promotional efforts on intermediaries, encouraging them to stock,
display, and actively sell the product. Pull strategies target end consumers directly, creating
demand that motivates intermediaries to carry the product. Most firms adopt hybrid

approaches combining both strategies.
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Integrated marketing communication emphasises consistency across advertising, public
relations, sales promotion, and personal selling. Strategic integration reduces message
fragmentation and enhances brand coherence.

Table 13. Core Strategic Communication (Promotion) Strategies

Communication Main Objective Typical Use
Strateg

Advertising Build awareness and brand ~ Mass consumer markets
image

Public Relations Build credibility and trust Corporate and institutional

communication

Sales Promotion Stimulate immediate Short-term sales activation
purchase

Personal Selling Persuade and build B2B and high-involvement
relationships products

Push Strateg Secure distribution support  Markets with strong intermediaries

Pull Strategy Create consumer-driven Branded consumer goods
demand

Integrated Ensure message consistency Multi-channel, competitive markets

Communication

Il e hltaleEidegs s Engage and interact Online and younger audiences

Promotional strategies must also be aligned with the product life cycle. Informational
communication dominates during introduction, persuasive communication during growth,

reminder advertising during maturity, and minimal promotion during decline.
8.7 Strategy Alignment Across the Product Life Cycle

The product life cycle provides a dynamic framework for aligning marketing strategies over

time. Each stage requires a distinct strategic emphasis.

¢ During introduction, strategies prioritise awareness creation, trial stimulation, and
selective distribution, often supported by penetration or skimming pricing.

e Growth-stage strategies focus on market share expansion, brand preference
formation, and distribution intensification, frequently accompanied by product
improvements.

e Maturity-stage strategies aim to defend market position, maximise profitability, and
extend product relevance through modification, segmentation, and marketing mix
adaptation.

e Decline-stage strategies involve cost control, selective investment, harvesting, or
withdrawal decisions, depending on strategic importance and residual profitability.

Strategic logic by stage:

e Introduction: Strategy focuses on market entry and awareness creation. Product
offerings are limited, pricing follows either skimming or penetration logic,

distribution is selective, and promotion is intensive and informational.

(U
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e Growth: Strategy emphasises market share expansion. Product differentiation
increases, prices gradually stabilise or decline, distribution expands rapidly, and
promotion shifts toward preference-building and brand differentiation.

e Maturity: Strategy aims at market defence and profit optimisation. Product portfolios
are fully developed, pricing competition intensifies, distribution is intensive, and
promotion becomes persuasive and reminder-oriented.

e Decline: Strategy focuses on cost control, selective retention, or withdrawal. Product
lines are rationalised, pricing becomes tactical, distribution is reduced, and

promotion is minimal and highly targeted.

Figure 17. Strategy alignment across the product life cycle

Introduction Growth Maturity Decline
: AR Market entry Market share Market defence ~ Cost control
Strategic Objective . : ;
Awareness Expansion Profit Retention /
Withdrawal
Product Strategy Basic model Differentiation Full portfolio Rationalisation
Pricing Strategy Sklmmm.g or Stablle'or Compsetrtwe Tactical
penetration declining Intensive
Distribution Selective Expanding Intensive Reduced
Strategy
: Informational Preference Persuasive Minimal
Promotion Strategy 5 i
Intensive Brand Reminder Targeted

Effective marketing management requires stage-specific strategic alignment of all marketing
mix elements, rather than uniform application of strategies across the product’s life cycle.
Failure to adapt strategies across life cycle stages often results in misallocation of resources

and erosion of competitive advantage.
8.8 Strategy, Budgeting, and Financial Control

Effective marketing strategy requires alignment with financial planning and control
mechanisms. Budget allocation reflects strategic priorities and directly influences

implementation feasibility.

Growth-oriented strategies typically require higher upfront investment in promotion,
distribution, and product development, with profitability realised over time. Efficiency-

oriented strategies prioritise cost control and return on investment.

Strategic control systems monitor performance indicators such as sales growth, market

share, contribution margins, brand equity, and marketing return on investment. Control
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ensures that strategic intentions translate into measurable outcomes and enables timely

corrective action.

This figure below presents an integrated managerial framework linking marketing strategy

formulation with budgeting decisions and financial control mechanisms. It highlights

marketing as an investment process, rather than a purely cost-oriented activity.

Figure 18. Strategy, budgeting, and financial control framework

‘ ; i Marketin |
Strategic Analysis Marketing e ’\g:rktetmg :-:’5‘ Strategy %L = Implementation
jecti rate, [ [
Objectives 8y | Marketing Mix
| » Market, Customer, » Market Share, » Product ‘ » Resource » Sales,
Competitor, Sales, » Price » Allocation Margins,
> Internal Capabilities » Brand Awareness, » Distribution ‘ » Budget Allocation » ROMI,
Profitability » Promotion » Financial Planning » Budget Variance
\ SR
N |
v
Marketing Budget <- ]

Resource Allocation, Budget Allocation, Financial Planning,

\ 4

Financial Control & Feedback
Sales, Margins, ROMI, Budget Variance

Strategic Analysis: Includes market, customer, competitor, and internal capability
analysis. This stage defines strategic constraints and opportunities.

Marketing Objectives: Quantified targets such as market share, sales growth, brand
awareness, or profitability, which provide the basis for financial planning.

Marketing Strategy & Marketing Mix: Strategic choices regarding product, price,
distribution, and promotion determine the resource intensity of marketing actions.
Marketing Budget: Translates strategy into financial terms. Budgets allocate
resources across mix elements and time periods, reflecting strategic priorities.
Implementation: Execution of planned marketing activities with associated
expenditures.

Financial Control & Feedback: Performance measurement using indicators such as
sales, margins, return on marketing investment (ROMI), and budget variance.

Feedback informs corrective actions and future planning cycles.

Marketing strategy, budgeting, and control form a closed-loop system, where financial

evaluation ensures strategic accountability and continuous improvement.
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8.9 Strategy Selection: A Practical Diagnostic Perspective

Selecting an appropriate marketing strategy is a systematic decision-making process that
must be grounded in structured analysis rather than managerial intuition alone. Strategic
marketing choices determine not only market behaviour but also resource commitments,
risk exposure, and long-term competitive positioning. For this reason, strategy selection
should be preceded by a diagnostic assessment of key contextual variables that shape the

feasibility and effectiveness of alternative strategic options.

The following diagnostic questions serve as an analytical framework for evaluating strategic
fit. Each question addresses a critical dimension of the strategic environment and provides

guidance toward coherent and realistic marketing strategy formulation.

8.9.1 What Is the Stage of Market and Product Development?

The stage of market and product development determines the strategic priorities,
appropriate marketing mix configuration, and expected performance outcomes. Products
and markets evolve over time, and strategies that are effective at one stage may be ineffective

or even harmful at another.
Possible diagnostic answers include:

¢ Introduction / Emerging market: Low awareness, limited demand, high uncertainty,
and often weak competition.

e Growth stage: Rapidly expanding demand, increasing competition, and strong
opportunities for differentiation.

e Maturity stage: Saturated demand, intense competition, slower growth, and pressure
on margins.

e Decline stage: Shrinking demand, substitution threats, and consolidation of
competitors.

Strategic implications:

o Early stages favour penetration, skimming, innovation, and awareness-building
strategies.

e Growth stages support market expansion, differentiation, and scale-driven strategies.

e Maturity requires defensive strategies, efficiency improvements, and brand
reinforcement.

e Decline suggests harvesting, repositioning, or exit strategies.
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8.9.2 How Intense Is Competition, and What Are Competitors’ Strategic

Positions?

Competitive intensity influences pricing freedom, differentiation potential, and the

sustainability of competitive advantage. Understanding competitors’ positions helps identify

strategic gaps and areas of direct confrontation.

Possible diagnostic answers include:

Low competition: Few competitors, weak substitutes, or high entry barriers.
Moderate competition: Several competitors with differentiated offerings and stable
market shares.

High competition: Many rivals, price pressure, rapid imitation, and strong bargaining
power of buyers.

Asymmetric competition: Dominance of a few powerful players (e.g. large retailers or
global brands).

Strategic implications:

Low competition allows premium pricing and innovation-led strategies.

High competition often necessitates cost leadership, niche focus, or strong
differentiation.

Asymmetric competition requires channel strategies, alliances, or defensive

positioning.

8.9.3 How Price-Sensitive Are Target Customers?

Customer price sensitivity determines the firm’s pricing latitude and the viability of value-

based versus cost-driven strategies. Price sensitivity varies across segments, product

categories, and economic conditions.

Possible diagnostic answers include:

Low price sensitivity: Customers value quality, brand, prestige, or performance over
price.

Moderate price sensitivity: Customers compare alternatives but accept price
differences justified by value.

High price sensitivity: Customers prioritise low prices and readily switch between
alternatives.

Segmented price sensitivity: Different customer segments exhibit different

willingness to pay.

Strategic implications:
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8.9.4 What Is the Firm’s Resource Base and Brand Strength?

Strategic ambition must be aligned with the firm'’s internal capabilities, including financial
resources, organisational competencies, technological assets, and brand equity.

Overambitious strategies unsupported by resources increase strategic risk.
Possible diagnostic answers include:

e Strong resource base and strong brand: Financial stability, skilled personnel,
recognised brand, and operational flexibility.

e Strong resources but weak brand: Ability to invest in brand-building and market entry.

e Limited resources but strong niche brand: Focused expertise and loyal customer base.

¢ Limited resources and weak brand: High vulnerability and restricted strategic options.
Strategic implications:

e Strong resources support aggressive growth, innovation, and multi-market
strategies.

¢ Limited resources favour focus, niche, or partnership-based strategies.

e Weak brand strength requires gradual positioning and credibility-building
approaches.

8.9.5 What Financial Constraints and Risk Tolerance Exist?

Every marketing strategy involves financial commitments and exposure to uncertainty.
Strategic choices must therefore reflect the firm’s budgetary constraints, cash flow situation,

and risk appetite.
Possible diagnostic answers include:

e High risk tolerance and financial flexibility: Willingness to invest heavily in growth,
innovation, or new markets.

e Moderate risk tolerance: Preference for balanced strategies with controlled
experimentation.

e Low risk tolerance and tight budgets: Emphasis on cost control, incremental
improvements, and short-term returns.

e Externally constrained: Dependence on investors, lenders, or regulatory funding
conditions.

Strategic implications:

e High tolerance supports market expansion, penetration, and innovation strategies.
e Low tolerance favours defensive, efficiency-oriented, and harvesting strategies.

¢ Financial constraints necessitate prioritisation and disciplined budgeting.

The answers to these diagnostic questions should not be interpreted independently.

Strategic coherence emerges from their combined assessment. A growth-oriented strategy,
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for example, is inappropriate in a declining market with high price sensitivity and limited
financial resources. Conversely, premium positioning is unlikely to succeed without strong

brand equity and low customer price sensitivity.

By systematically addressing these diagnostic dimensions, managers and students can
reduce the risk of inconsistent or unrealistic strategy selection and enhance the alignment

between strategic intent, market conditions, and organisational capabilities.

Table 14. Strategic decision matrix for marketing strategy selection

Diagnostic
Dimension

Typical

Situation

Introduction

Strategic
Implication

Build awareness,
stimulate trial

Expand market

Commonly Suitable
Strategies
Penetration pricing,
skimming, selective
distribution
Differentiation, market

Product / Market Growth share, strengthen expansion, distribution
Stage brand widening
. Defend position, Brand reinforcement, price
Maturity . .. . .
maximise efficiency  optimisation, promotions
i Reduce risk, manage Harvesting, repositioning,
Decline - ;
exit market withdrawal
Low Exploit first-mover ~ Premium pricing, innovation-
advantage led strategy
Compt_etltlve Moderate Seek differentiation Brand pc_)s!tlonlng, value-
Intensity based pricing
High Defgnd margins, Cost leadership, niche focus
avoid price wars
Premium pricing,
Low Capture value differentiation
Customer Price Medium Balance value and Value-based pricing,
Sensitivity affordability segmentation
High Stimulate volume Pen_e@rat_lon pricing, economy
positioning
strong Aggressive growth  Innovation, diversification,
resources & . . T
Resource Base & possible internationalisation

Brand Strength

brand

Limited . Niche marketing,
Focus required .
resources partnerships
. . High risk Long-term Market development, brand
Financial . -
: . tolerance investment building

ORI [R5 Low risk Cost control, incremental
Tolerance Short-term stability . '

tolerance improvements

8.10 Concluding Remarks: Strategy as Coherence

Strategic marketing success is not achieved through isolated optimisation of individual
marketing mix elements. Rather, it results from coherent, integrated decision-making

aligned with market conditions, organisational capabilities, and long-term objectives.
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This chapter has provided a structured overview of the most commonly applied marketing
strategies, serving both as a synthesis of the handbook and as a practical guide for analysis,
planning, and examination purposes. By integrating analytical frameworks, marketing mix
decisions, life cycle thinking, and financial considerations, firms can design marketing

strategies that are not only theoretically sound, but also practically effective and sustainable.
Learning Resources

Recommended Further Reading

1. Ansoff, H. I. Corporate Strategy. Penguin.

2. Hooley, G., Piercy, N., Nicoulaud, B., & Rudd, ]. Marketing Strategy and Competitive
Positioning (6th ed.). Pearson.

Kotler, P., Keller, K. L., & Chernev, A. Marketing Management (16th ed.). Pearson.
Lambin, ].-]., & Schuiling, I. Market-Driven Management (3rd ed.). Palgrave Macmillan.
Porter, M. E. Competitive Advantage. Free Press.

Nagle, T., Hogan, |., & Zale, ]. The Strategy and Tactics of Pricing (5th ed.). Routledge.

Kaplan, R. S., & Norton, D. P. The Balanced Scorecard. Harvard Business School Press.

N oW

Key Concepts

e Integrated marketing strategy

e Strategy coherence and alignment

e Growth strategies

e Competitive positioning

e Product strategy

e Pricing strategy

e Distribution strategy

e Promotional strategy

e Push and pull strategies

e Integrated marketing communication
e Product life cycle strategy alignment
e Strategic budgeting

e Marketing investment

¢ Financial control of marketing

e Strategic diagnostic analysis

e Strategic decision matrix
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Conclusion

This handbook has been designed to provide a coherent, systematic, and applied
introduction to strategic marketing. Its central objective has been to demonstrate that
marketing strategy is not a collection of isolated tools or short-term promotional actions, but
a structured managerial process that links market analysis, strategic decision-making, and

coordinated implementation across the entire organisation.

The handbook begins by establishing the conceptual foundations of strategic marketing,
situating marketing within the broader context of corporate and business strategy. This
perspective highlights that marketing strategy is inseparable from questions of long-term
positioning, competitive advantage, and value creation. Firms do not compete merely
through products or prices, but through clearly articulated strategic choices about where to
compete, how to compete, and for whom value is created.

A core emphasis throughout the handbook has been placed on the marketing environment.
The analysis of macro-, meso-, and micro-environmental factors demonstrates that strategic
marketing decisions are always shaped by external forces such as economic conditions,
technological change, regulation, competitive dynamics, and evolving consumer behaviour.
Understanding these forces is a prerequisite for strategic foresight and adaptive decision-
making. Environmental analysis is therefore not a one-off exercise, but an ongoing strategic

discipline.

Building on this foundation, the handbook explores the formulation of strategic objectives,
vision, and mission, highlighting their role in providing direction, coherence, and internal
alignment. Strategic objectives translate abstract ambitions into concrete, measurable
targets, while the objectives tree illustrates how high-level goals cascade into functional and
operational priorities. This logic reinforces the idea that effective marketing strategy

requires clarity, consistency, and accountability.

The central part of the handbook is devoted to the strategic management of the marketing
mix. Product, distribution, pricing, and promotion have been treated not merely as tactical
instruments, but as strategic domains requiring long-term planning and coordination. The
analysis demonstrates that sustainable market success depends on the internal coherence
of the marketing mix. Competitive advantage cannot be achieved by optimising a single
element in isolation; rather, it emerges from the strategic fit among all elements and their

alignment with the firm’s positioning.

Special attention has been paid to product strategy and portfolio management, including the
use of analytical frameworks such as the BCG Matrix and the Ansoff Matrix. These tools
illustrate how firms balance short-term performance with long-term growth and manage
risk through diversification and innovation. Similarly, distribution strategy has been

examined as a strategic interface between the firm and the market, involving critical trade-
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offs between control, coverage, cost, and flexibility. Pricing strategy has been presented as a
powerful strategic signal, directly linking value creation with value capture and requiring
careful integration of cost, demand, and competitive considerations. Promotion strategy,
finally, has been discussed as a long-term communication process that shapes brand

meaning, customer relationships, and market legitimacy.

The chapter on marketing strategies and the product life cycle integrates these elements
over time. The product life cycle concept provides a dynamic perspective on strategy,
demonstrating that marketing decisions must evolve as products move from introduction to
growth, maturity, and decline. The extension of this logic to international markets highlights
the importance of dynamic comparative advantages, technological diffusion, and global

strategic adaptation.

The concluding integrative chapter on creating a marketing strategy brings together
analysis, objectives, marketing mix decisions, and financial planning. By linking strategic
marketing decisions to budgeting, resource allocation, and performance control, the
handbook emphasises that marketing strategy is inseparable from financial discipline.
Strategic choices always involve opportunity costs, investment trade-offs, and risk
management. A well-formulated marketing strategy therefore combines market orientation

with economic rationality.

Across all chapters, the handbook has consistently combined theoretical frameworks,
analytical tools, and applied case studies. This structure reflects the belief that strategic
marketing competence is developed not only through conceptual understanding, but also
through the ability to apply theory to real-world contexts, interpret data, and make reasoned

managerial decisions.

In conclusion, strategic marketing is best understood as a continuous, integrative, and
adaptive process. Markets evolve, competitors react, technologies change, and consumer
expectations shift. Firms that succeed are those that can anticipate change, align their
marketing mix with strategic objectives, and allocate resources effectively over time. This
handbook aims to equip students with the analytical mindset, conceptual tools, and practical
logic necessary to understand and contribute to strategic marketing decisions in both

domestic and international contexts.
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Annex. Strategic Marketing Game: From Analysis to

Strategy

Learning Objectives of the Game

After completing the game, students should be able to:

e analyse a market and competitive environment using strategic marketing tools;
e define coherent strategic marketing objectives;

e select and justify an integrated marketing strategy;

e design a consistent marketing mix aligned with strategy and life cycle stage;

e allocate a limited marketing budget rationally;

e evaluate performance and adjust strategy under changing conditions;

e understand the financial implications of marketing decisions.

1. Purpose of the Game

The Strategic Marketing Game is a simulation-based learning tool designed to help students
integrate theoretical knowledge with strategic decision-making skills. The game places
students in the role of marketing managers responsible for designing and adjusting an

integrated marketing strategy under realistic market conditions.
The game reinforces the core logic of the handbook:
analysis — objectives — strategy - marketing mix — budget — control,

while highlighting trade-offs, constraints, and strategic coherence.

2. Game Format and Organisation
Format: Team-based strategic simulation
Team size: 3-4 students
Duration:

e classroom version: 90-120 minutes

e exam version: 30-45 minutes (simplified)

Assessment type: Formative (learning) or summative (exam/project)

3. Game Scenario

Each team represents the marketing management team of a company operating in a

competitive market.

The scenario is common for all teams.
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4. Core Scenario Elements

e Industry context

- consumer goods / services / B2B (chosen by instructor)
- market growth rate

- level of competition
e Company profile

- size (small / medium / large)
- brand strength (weak / moderate / strong)
- resource availability (limited / moderate / strong)

e Product situation

- product life cycle stage
- price positioning (low / medium / premium)

- distribution coverage
¢ Budget constraint
- fixed total marketing budget (e.g. 100 units)

Each team works with the same initial conditions, ensuring comparability.

5. Game Structure and Rounds

Teams analyse the situation using selected tools from the handbook.
Required outputs:

e brief PEST or macro-environment overview;
o competitive analysis (simplified Porter’s Five Forces);
e SWOT analysis (key factors only).

Decision focus: What are the main strategic constraints and opportunities?

Teams define 3-4 strategic marketing objectives, such as:

e market share growth;
e brand awareness;
e profitability;

e customer acquisition or retention.

Objectives must be: clear, measurable, consistent with the situation.
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Teams select and justify:

o growth strategy (penetration, development, differentiation, etc.);
e competitive positioning (cost, differentiation, focus);

o overall strategic orientation (growth, stability, defence).

Key rule: Strategies must be mutually consistent and realistic given resources.

Teams design an integrated marketing mix:

e Product: differentiation, modification, or line extension decisions;
e Price: pricing strategy (penetration, premium, value-based, etc.);
e Distribution: intensity (intensive / selective / exclusive); channel structure;

e Promotion: push, pull, or integrated strategy; key communication tools.

Teams allocate their limited marketing budget across:

e product development;
e pricing actions;
e distribution support;

e promotion and communication.

Constraint: Total allocation must equal the available budget.

The instructor introduces a market shock, such as:

e new competitor entry;
e demand decline;

o regulatory change;

e budget cut.

Teams must: identify risks; propose corrective strategic actions.

6. Scoring and Evaluation

e Strategic coherence (30 points): alignment between analysis, objectives, and
strategy;

e Marketing mix consistency (25 points): internal coherence of product, price, place,
promotion;

e Financial logic (20 points): rational budget allocation and prioritisation;

e Strategic justification (15 points): clarity and quality of arguments;

e Presentation and teamwork (10 points)
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