              Outline of Chapter 4

              EVALUATING OPPORTUNITIES

              IN THE CHANGING

              MARKETING ENVIRONMENT

              INTRODUCTION

              THE MARKETING

              ENVIRONMENT 

              OBJECTIVES SHOULD SET

              FIRM'S COURSE 

              Three basic objectives provide

              guidelines

                Transparency 34 "Basic

                Objectives Provide

                Guidelines"

              Should be socially useful 

              Should organize to innovate 

              Should earn some profit

              A mission statement helps set

              the course

                MISSION STATEMENT--sets

                out the organization's basic

                purpose for being. 

                  Overhead 36 "Mission

                  Statement Provides

                  Guidelines" 

                The whole firm must work

                toward the same objectives

                Top-management myopia may

                straitjacket marketing 

                Company objectives should

                lead to marketing objectives

                  Transparency 33 (Exhibit

                  4-1) "A Hierarchy of

                  Objectives"

              COMPANY RESOURCES MAY

              LIMIT SEARCH FOR

              OPPORTUNITIES

                Overhead 37 "Examples of

                Company Resources"

              Financial strength

              Producing capability and

              flexibility

              Marketing strengths

              ANALYZING COMPETITORS

              AND THE COMPETITIVE

              ENVIRONMENT 

              Choose opportunities that avoid

              head-on competition

                COMPETITIVE

                ENVIRONMENT--the number

                and types of competitors the

                marketing manager must face,

                and how they may behave.

              Competition-free environments

              are rare

              Monopolistic competition is

              typical--and a challenge

              Analyze competitors to find a

              competitive advantage

                COMPETITOR ANALYSIS--an

                organized approach for

                evaluating the strengths and

                weaknesses of current or

                potential competitors'

                marketing strategies.

                COMPETITIVE RIVALS--a

                firm's closest competitors.

              Anticipate competition that will

              come 

              Watch for competitive barriers

                COMPETITIVE

                BARRIERS--the conditions

                that may make it difficult, or

                even impossible, for a firm to

                compete in a market. 

                  Overhead 38 (Exhibit 4-2)

                  "Competitor Analysis

                  (Summary): Disposable

                  Diaper Competition in

                  Japan" 

                Seek information about

                competitors 

                Ethical issues may arise

                Competition may vary from

                country to country

                Direct competition cannot

                always be avoided

              THE ECONOMIC

              ENVIRONMENT 

                ECONOMIC AND

                TECHNOLOGICAL

                ENVIRONMENT--affects the

                way firms--and the whole

                economy--use resources. 

              Economic conditions change

              rapidly 

              Inflation and interest rates affect

              buying

              The global economy is

              connected

              THE TECHNOLOGICAL

              ENVIRONMENT 

              Technology affects opportunities

                TECHNOLOGY--the

                application of science to

                convert an economy's

                resources to output. 

                  Overhead 39 "Examples of

                  Effect of Technological

                  Environment" 

                Technology transfer is rapid

                Internet technologies are

                reshaping marketing

                INTERNET--a system for

                linking computers around the

                world. 

                Technology also poses

                challenges

                Technology and ethical issues

              THE POLITICAL

              ENVIRONMENT 

              Nationalism can be limiting in

              international markets

                NATIONALISM--an emphasis

                on a country's interests before

                everything else.

              Regional groupings are

              becoming more important

              The unification of European

              markets 

              NAFTA is building trade

              cooperation

                NORTH AMERICAN FREE

                TRADE AGREEMENT

                (NAFTA)--lays out a plan to

                reshape the rules of trade

                among the U.S., Canada, and

                Mexico.

              Consumerism is here--and basic

              CONSUMERISM--a social

              movement that seeks to increase

              the rights and powers of

              consumers.

                Overhead 40 "Examples of

                Changes in the Political/Legal

                Environment"

              THE LEGAL ENVIRONMENT

              Trying to encourage competition

                Overhead 41 (Exhibit 4-3)

                "Focus (mostly prohibitions) of

                Federal Antimonopoly Laws

                on the Four Ps"

                Overhead 42 "Major Focus of

                Some Important Laws that

                Affect Marketing"

                Overhead 43 "Outline of

                Federal Legislation Now

                Affecting Competition in

                Marketing"

              Antimonopoly law and marketing

              mix planning

              Prosecution is serious--you can

              go to jail

              Consumer protection laws are

              not new

              Foods and drugs are controlled

              Product safety is controlled

              State and local laws vary 

              Know the laws--follow the courts

              and federal agencies

                Overhead 44 (Exhibit 4-4)

                "Some Important U.S. Federal

                Regulatory Agencies"

              Consumerists and the law say

              "Let the seller beware"

              THE CULTURAL AND SOCIAL

              ENVIRONMENT

                CULTURAL AND SOCIAL

                ENVIRONMENT--affects how

                and why people live and

                behave as they do.

              Changing women's roles 

              Changes come slowly

                Overhead 45 "Examples of

                Trends in the Cultural

                Environment"

              USING SCREENING CRITERIA

              TO NARROW DOWN TO

              STRATEGIES

              Developing and applying

              screening criteria

                Overhead 46 (Exhibit 4-5) "An

                Example of Product-Market

                Screening Criteria for a Small

                Retail and Wholesale

                Distributor ($5 million annual

                sales)"

              Whole plans should be evaluated

              Total profit approach can help

              evaluate possible plans

                Transparency 35 (Exhibit 4-6)

                "Expected Sales and Cost

                Curves of Two Strategies over

                Five-Year Planning Periods"

              Return-on-investment (ROI)

              approach can help evaluate

              possible plans too

              PLANNING GRIDS HELP

              EVALUATE A PORTFOLIO OF

              OPPORTUNITIES

              General Electric looks for green

              positions

                Overhead 47 "GE's Strategic

                Planning Grid"

                Transparency 36 (Exhibit 4-7)

                "General Electric's Strategic

                Planning Grid"

              MULTIPRODUCT FIRMS HAVE

              A DIFFICULT STRATEGY

              PLANNING JOB

              Strategic business units may

              help

                STRATEGIC BUSINESS UNIT

                (SBU)--an organizational unit

                (within a larger company) that

                focuses its efforts on some

                product-markets and is treated

                as a separate profit center.

              Some firms use portfolio

              management

                PORTFOLIO

                MANAGEMENT--treats

                alternative products, divisions,

                or strategic business units

                (SBUs) as though they were

                stock investments, to be

                bought and sold using financial

                criteria.

              EVALUATING OPPORTUNITIES

              IN INTERNATIONAL MARKETS

              Evaluate the risks

              Risks vary with environmental

              sensitivity

                Transparency 37 (Exhibit 4-8)

                "Continuum of Environmental

                Sensitivity"

              What if risks are still hard to

              judge?

              IDEAS ON USING COLOR

              TRANSPARENCIES OF ADS

              WITH CHAPTER 

              Transparency 150

              (Chick-fil-A) "Eat mor chickin."

              The large number of aging baby

              boomers are prompting a variety

              of changes in the U.S.

              culture--including greater

              attention to issues of health and

              wellness. One sign of this is

              increased concern about fat in

              foods. This is a key reason that

              the demand for chicken has

              increased and conversely

              demand for beef has decreased.

              The Chick-fil-A fast-food chain

              wants to take advantage of this

              trend and increase sales of its

              specific brand of chicken.

              Transparency 151

              (Tripod) "Bring Gen-X right to

              your doorstep with over 40 million

              pageviews each month."

              As new technologies develop,

              marketing managers are

              constantly looking for new and

              better ways to reach target

              customers.

              Transparency 155

              (Minolta) "Does your copier look

              like this most of the time?"

              Some products like office copiers

              made by Minolta are used the

              same way all over the world and

              thus are relatively insensitive to

              the economic and cultural

              environments they're placed in.

              Business users everywhere want

              copiers that are reliable.

              Transparency 160

              (Fujitsu) "Want to know how to

              distance yourself from your

              competitors? Get closer to your

              customers."

              Changes in technology can

              improve how marketers

              implement their strategies.

              Fujitsu's Computer Telephony

              Integration (CTI) is a technology

              that didn't even exist a few years

              ago. Now it helps firms build

              closer relationships with their

              customers because it gives a

              firm's employees instant access

              to valuable customer data every

              time a customer makes

              contact--whether it's by phone,

              fax, or even over the Internet.

              Transparency 161

              (Colgate-Palmolive) "New Colgate

              Total. The most you've ever

              squeezed out of a tube of

              toothpaste."

              The Food and Drug

              Administration regulates the

              marketing of many consumer

              goods. For example, when

              Colgate Total was introduced it

              was the only toothpaste that the

              FDA had cleared to make claims

              that it fights gingivitis.

              Transparency 163

              (DirecTV) "Our mini-dish satellite

              system is just as easy to use.")

              New technology is changing our

              media habits and giving

              advertisers more choices among

              more highly targeted

              programming. 

              Transparency 165

              (Iomega) "How do you follow up a

              cool multimedia presentation?

              Cool multimedia handouts."

              A 100 MB Zip disk can hold loads

              of multimedia information. It has

              the capacity of 70 floppies. New

              technology creates opportunities

              for both new products and new

              ways of doing things, but market

              opportunities result in profitable

              strategies only when marketing

              managers see the possibilities.

              Transparency 166

              (IBM) "Hidden costs? What

              hidden costs?"

              IBM's ad (from a publication in

              Tel Aviv) for its IBM-Net service

              highlights the fact that customers

              who choose competitors'

              information technology offerings

              are often later haunted by hidden

              costs.

              Transparency 176

              (Royal Crown) "Be free. Stock

              RC."

              The soft-drink market is

              extremely competitive. But, in this

              trade ad, RC Cola provides

              research to support the idea that

              the greater the number of

              competing soft-drink brands from

              which customers can choose, the

              more soft drinks they will buy. So,

              it proposes to retailers that

              carrying a variety of brands

              (including RC Cola) will increase

              profits.

              Transparency 177

              (Rice Krispies Treats-Kellogg's)

              "Single and available."

              Changes in the cultural values of

              U.S. consumers have made them

              more health-conscious. Kellogg

              taps that trend in promoting its

              single-serve snacks as vitamin

              fortified and often lower in fat.

              Transparency 178

              (Wisconsin Bison Producers

              Association) "Once they were

              near extinction. Now they're just

              tasty."

              The Wisconsin Bison Producers

              want today's fat-conscious

              consumers to know that bison is

              66% leaner than beef.

              Transparency 183

              (America Online) "The Internet

              online ratings are in...America

              Online 58.3%."

              Changes in technology are

              changing how producers connect

              with customers. But these

              technological innovations are

              seldom the domain of any one

              firm for very long. AOL faces stiff

              competition from other online

              leaders like CompuServe and

              MSN (Microsoft).

              Transparency 185

              (Physicians' Online) "Physicians

              are consumers too...Target your

              ad to an online community with

              highly desirable demographics."

              As new technologies develop,

              marketing managers are finding

              more effective ways to reach

              specific target markets.

              Transparency 188

              (Grainger) "There's a lot more to

              EPACT than just changing

              lamps."

              The government regulates the

              marketing and use of many

              goods. The Environmental

              Protection Act (EPACT) lists

              specific lighting products no

              longer allowed. Grainger offers

              buyers help by suggesting

              energy-saving alternatives that

              meet federal mandates.

              Transparency 192

              (Telecom Italia) "Nowadays in

              Rome it takes only six days to

              have a phone put in. And on the

              seventh day you are ready to say,

              'Hello!'"

              The unification of Europe is

              prompting many established firms

              to become both more efficient

              and more market oriented--and

              those that don't will suffer the

              consequences because there are

              fewer trade barriers to slow

              competition from firms based in

              other countries.

              Transparency 195

              (Ameritech) "Need a sure bet?

              We'll deal you a winning hand!

              Ameritech PrePaid Phone Card."

              Deregulation of the telephone

              business in the U.S. has created

              a much more competitive industry

              and a wide variety of innovative

              business offerings. For example,

              Ameritech's strategy for its

              prepaid long distance phone

              cards is to encourage other firms

              to buy them in quantity (with a

              promotional message printed on

              the back) and then give the cards

              to customers or employees as a

              sales promotion premium.

              Transparency 205

              (Natural Resources Defense

              Council/Japan Ad Council/Ad

              Council/EPA) "Little by little, our

              waters are looking less like art

              and more like trash."

              In the United States, the

              Environmental Protection Agency

              (EPA) enforces government

              regulations to protect the

              environment.

              Transparency 208

              (Powersoft-Sybase) "High

              pressure to perform. Millions on

              the line. One chance to make it

              happen. Powersoft Enterprise

              Tools. Sybase. The future is wide

              open."

              A few years ago powerful

              software like Power Studio from

              Sybase didn't even exist. New

              technology creates new products

              that reshape how we do things.

              Transparency 209

              (Quaker Oats) "Now he has

              another reason to smile! The

              FDA confirms the first food

              specific health claim..."

              Government regulations impact

              many marketing strategies. In this

              ad, Quaker touts the Food and

              Drug Administration's

              confirmation that Quaker Oats

              lowers saturated fat and

              cholesterol and reduces the risk

              of heart disease. Health benefits

              have become more important in

              consumer food choices as

              cultural values in the U.S. change

              to reflect an increased concern

              for a healthy diet.

              Transparency 214

              (Keebler-Sunshine) "New!

              Chocolate Chewy Snack Time

              Fun."

              Keebler directly competes against

              rival firms that sell similar

              cookies, but it also may directly

              and indirectly compete against a

              broader set of firms that offer

              other types of snacks (like potato

              chips and peanut butter

              crackers). 

              Transparency 215

              (Netcom Online Communication

              Services) "Open your business

              on the Internet with the #1 ranked

              Web hosting service provider."

              Changes in technology can

              improve the ways that producers

              and consumers connect with

              each other. But technological

              innovations result in new market

              opportunities only if marketing

              managers are able to see the

              possibilities.

              Transparency 220

              (Claritin) "Nothing but blue skies

              from now on. Escape allergies.

              Ask your doctor about a trial of

              nondrowsy, 24-hour Claritin."

              The government regulates the

              marketing of many goods and

              services. Advertising and sale of

              prescription drugs, for example, is

              controlled by the Food, Drug, and

              Cosmetic Act and must be

              preapproved by the Food and

              Drug Administration.

              Transparency 224

              (Epson) "You've got to see it in

              Epson color. The world leader in

              high-performance portable

              projectors__gives you the power

              to add impact to any

              presentation."

              Epson touts its SizeWise

              technology as providing images

              that are as clear on the wall as

              they are on your computer

              screen. This represents a new

              product innovation for Epson, but

              for sales reps who use the

              product to improve sales

              presentations it is an innovation

              in making the marketing process

              more effective. In other words,

              technology creates marketing

              opportunities for both innovative

              new products and innovative new

              ways of doing things.

              PERSPECTIVES ON TEACHING

              CHAPTER 4--EVALUATING

              OPPORTUNITIES IN THE

              CHANGING MARKETING

              ENVIRONMENT

              This chapter deals with a number

              of important, interesting topics

              and it can be treated in a variety

              of effective ways. The unifying

              theme is that there are constant

              changes in the marketing

              environment--some that are big

              and dramatic and some that are

              smaller or more subtle. Because

              of this, marketing strategy must

              be dynamic and firms must

              continuously innovate. All of

              these changes can lead to new

              opportunities for marketing--or,

              alternatively, limit the

              attractiveness of the potential

              opportunity. A key aspect of the

              marketing manager's

              responsibility in the marketing

              strategy planning process is to

              analyze and understand the

              forces in the market environment

              and what strategy or strategies

              will be successful. 

              It is useful to explain to the class

              that the topics in this chapter

              primarily relate to the "External

              Market Environment" depicted at

              the bottom of Exhibit 3-1 and to

              the Company and Competitor

              Analysis sections depicted on the

              left side of that exhibit. This

              chapter also introduces the idea

              of quantitative and qualitative

              screening criteria that a manager

              should specify (based on the

              strengths, weakness,

              opportunities, and threats the firm

              faces as well as on the firm's

              objectives and resources) to

              guide the process of narrowing

              down to a particular strategy.

              Here, as in other chapters, the

              text offers students a variety of

              frameworks and classification

              systems to help organize

              thinking. The intent is not to just

              to provide some encyclopedic set

              of "checklists" of all of the

              possible uncontrollable factors

              that might need to be considered.

              Rather, the idea is to help

              students "frame" the

              problem--and be certain that

              fundamental aspects of the

              marketing environment are not

              overlooked in evaluating an

              opportunity. Thus, the specific

              examples within each of the

              areas are intended to highlight,

              but not be "all inclusive." Of

              course, it is possible to focus

              class discussion on a few specific

              topics that can be developed

              more completely. For example, a

              thorough discussion of competitor

              analysis (see, for example,

              Exhibit 4-2 on page 101 and

              related discussion) or the current

              legal environment (see Exhibit

              4-3) might take up most of a

              class.

              The chapter-opener example

              highlights many of the market

              environment variables discussed

              in the chapter and the fact that

              Rubbermaid could not achieve its

              objectives without expanding into

              new markets. One reason was

              the growing intensity of

              competition in its traditional

              kitchenware area, and another

              reason was the changing

              economic environment (i.e.,

              escalating raw material costs).

              The highlighted teaching case for

              this chapter (on page 110)

              considers the suit against

              Microsoft. Note that when the text

              went to press the charges against

              Microsoft had not been

              formalized and there will be

              continuing evolution of this

              case--probably over a number of

              years. One approach is to use

              this example as a stepping off

              point for a discussion of some of

              the current happenings in the

              case. Alternatively, without

              getting into the details of the

              current status of the Microsoft

              case, the instructor can discuss

              the broader issues of monopoly

              and antitrust law, and how they

              relate to the development of

              important technologies where

              standardization facilitates

              adoption but may also hamper

              innovation and competition.

              Another example (on p. 106)

              considers Artais Weather Check,

              Inc, a small company that

              produces automated weather

              observing systems for small

              airports. This case brings home

              to students the impact that shifts

              in the technological and political

              environments can have on

              marketing opportunities,

              especially for a small "high tech"

              company. A good approach here

              is a simple and direct one. Ask

              the question, _What do we learn

              from the Artais case?"

              The section of the chapter that

              deals with screening criteria

              warrants specific comment here.

              The overview of the marketing

              strategy planning process shown

              in Exhibit 3-1 puts explicit focus

              on this topic. From the broad

              perspective of marketing

              management practice, this is an

              extremely important topic but also

              a difficult one. In too many firms,

              marketing managers can't explain

              the logic for their strategy choices

              or for the specifics of how they

              blend the elements of the

              marketing mix. This might not be

              a problem if the decisions "on

              average" were good ones, but the

              poor performance of most

              marketing programs is evidence

              that there is a problem. The real

              issue isn't just that managers are

              not skillful in articulating the

              criteria they use (or should use)

              in making decisions about

              specific target markets and

              marketing mixes, but rather that

              their thinking on these issues is

              often fuzzy. Students should

              realize that careful analysis

              should lead to an understanding

              of the criteria on which decisions

              are made. They need to

              understand that their ability to

              play a strong role--even as an

              entry level person--in a

              market-oriented effort may

              depend on being able to explain

              to others the "why" behind their

              ideas and recommendations.

              Of course, the pedagogical

              problem is that they do not

              have--at this point in the

              course--in-depth knowledge on

              which to formulate such criteria.

              That is a skill that they will

              develop over time as they "drill

              down" in more depth on each of

              the specific areas of the strategy

              planning process and get a better

              understanding of the basic

              concepts and approaches that

              guide effective marketing. On the

              other hand, it's quite reasonable

              at this point to just say that! At

              this point it's enough for them to

              understand the idea that

              screening criteria must be

              developed for a particular

              company and its market situation

              based on the company's

              resources and objectives. If they

              realize that the relevant screening

              criteria for decisions are not

              always the same and often are

              not obvious in advance, they will

              not be frustrated that they don't

              yet know how to develop such

              criteria. Then, when the overview

              of the strategy planning process

              is revisited in Chapter 21 they will

              be better equipped to understand

              what factors need to be

              considered in evaluating a firm's

              strengths and weaknesses and

              how that understanding leads to

              specific criteria that guide

              effective decisions.

