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The	world’s	#1	eTextbook	reader	for	students.	VitalSource	is	the	leading	provider	of	online	textbooks	and	course	materials.	More	than	15	million	users	have	used	our	Bookshelf	platform	over	the	past	year	to	improve	their	learning	experience	and	outcomes.	With	anytime,	anywhere	access	and	built-in	tools	like	highlighters,	flashcards,	and	study
groups,	it’s	easy	to	see	why	so	many	students	are	going	digital	with	Bookshelf.	Over	2.7	million	titles	available	from	more	than	1,000	publishers	Over	65,000	customer	reviews	with	an	average	rating	of	9.5	Over	5	billion	digital	pages	viewed	over	the	past	12	months	Over	7,000	institutions	using	Bookshelf	across	241	countries	I	am	the	Vice	Chair	at
Prophet,	a	global	brand	and	marketing	consulting	company	that	is	on	the	forefront	of	branding	issues,	professor	emeritus	of	the	Haas	School	at	UC	Berkeley,	and	an	advisor	to	Denstu.	I	blog	at	Aaker	on	Brands	(	).	I	live	in	Orinda,	California	near	my	three	daughters	and	seven	grandchildren	and	try	to	do	a	lot	of	biking	and	just	enough	golfing.	My
latest	book	"Creating	Signature	Stories"	explains	that	stories	are	orders	of	magnitude	which	are	more	effective	than	facts	at	achieving	attention,	persuading,	being	remembered,	and	inspiring	involvement.	It's	available	now	in	paperback	or	as	an	ebook.My	passion	is	understanding	brands	and	helping	firms	build	brands	and	brand	portfolios.	My	first
brand	book,	"Managing	Brand	Equity"	defined	brand	equity	and	set	forth	its	value	to	a	firm	and	its	customers.	The	second,	"Building	Strong	Brands",	described	the	brand	identity	model	that	many	firms	use	to	manage	their	brands	and	also	introduced	the	Brand	Equity	Ten	measurement	structure.	The	third,	"Brand	Leadership"	extended	the	brand
identity	model	and	adding	material	on	brand	building	programs.	The	fourth,	"Brand	Portfolio	Strategy",	introduces	models	and	concepts	that	allow	a	firm	to	sort	out	the	complexities	of	brand	portfolios	and	the	priorities	and	relationships	that	define	them.	The	fifth,	"Spanning	Silos"	presents	research	showing	the	problems	that	product	and	country
silos	organizations	pose	to	those	who	would	build	brands	and	create	effective	marketing	and	what	some	firms	have	done	to	create	cooperation	and	communication	to	break	down	the	silo	barriers.	And	"Brand	Relevance:	Making	Competitors	Irrelevant"	shows	success	in	dynamic	markets	involves	creating	offerings	so	innovative	that	they	create	new
categories	or	subcategories	making	competitors	irrelevant.Formal	Bio:David	A.	Aaker	is	the	Vice-Chairman	of	Prophet	Brand	Strategy,	Professor	Emeritus	of	Marketing	Strategy	at	the	Haas	School	of	Business,	UC	Berkeley	and	an	advisor	to	Dentsu	Inc.	The	winner	of	three	career	awards	for	contributions	to	the	science	of	marketing	(the	Paul	D.
Converse	Award),	marketing	strategy	(the	Vijay	Mahajan	Award)	and	the	theory	and	practice	of	marketing	(the	Buck	Weaver	Award),	he	has	published	over	100	articles	and	14	books	including	Strategic	Market	Management,	Managing	Brand	Equity,	Building	Strong	Brands,	Brand	Leadership	(co-authored	with	Erich	Joachimsthaler)	Brand	Portfolio
Strategy,	From	Fargo	to	the	World	of	Brands,	Spanning	Silos	and	his	latest	book,	Brand	Relevance:	Making	Competitors	Irrelevant.	His	books	have	been	translated	into	eighteen	languages	with	sales	well	over	one	million.	Named	as	one	of	the	top	five	most	important	marketing/business	gurus	in	2007,	Professor	Aaker	has	won	awards	for	the	best
article	in	the	California	Management	Review	and	(twice)	in	the	Journal	of	Marketing.	A	recognized	authority	on	brand	equity	and	brand	strategy,	he	has	been	an	active	consultant	and	speaker	throughout	the	world	and	is	on	the	Board	of	Directors	of	the	Food	Bank	of	Contra	Costa	and	Solano	Counties.	1	Strategic	Market	Management	7th	Edition	–
David	AakerBy	David	A.	Aaker	2	Strategic	Market	Management	7th	Edition	–	David	AakerChapter	One	Introduction	and	Overview	Copyright	©	2005	John	Wiley	&	Sons,	Inc.	All	rights	reserved.	Reproduction	or	translation	of	this	work	beyond	that	permitted	in	Section	117	of	the	1976	United	States	Copyright	Act	without	the	express	written	permission
of	the	copyright	owner	is	unlawful.	Requests	for	further	information	should	be	addressed	to	the	Permissions	Department,	John	Wiley	&	Sons,	Inc.	The	purchaser	may	make	back-up	copies	for	his/her	own	use	only	and	not	for	distribution	or	resale.	The	Publisher	assumes	no	responsibility	for	errors,	omissions,	or	damages,	caused	by	the	use	of	these
programs	or	from	the	use	of	the	information	contained	herein.	3	Strategic	Market	Management	7th	Edition	–	David	Aaker“Plans	are	nothing,	planning	is	everything.”	-	Dwight	D.	Eisenhower	4	Strategic	Market	Management	7th	Edition	–	David	Aaker“Even	if	you	are	on	the	right	track,	you’ll	get	run	over	if	you	just	sit	there.”	-	Will	Rodgers	5	“If	you
don’t	know	where	you	are	going,	you	might	end	up	somewhere	else.”-	Casey	Stengel	6	Management	Tasks	Strategic	Analysis	InnovationMultiple	Business—Strategies	and	Issues	Creating	SCAs	Developing	Growth	Platforms	7	What	is	a	Business	Strategy?Strategic	Market	Management	7th	Edition	–	David	Aaker	What	is	a	Business	Strategy?	The
Product-Market	Investment	Strategy	–	where	to	compete	The	Customer	Value	Proposition	Assets	and	Competencies	Functional	Strategies	and	Programs	8	Strategic	Market	Management	7th	Edition	–	David	AakerA	Business	Strategy	Where	to	Compete	The	product-market	investment	decision	A	Business	Strategy	How	to	Compete	Value	Assets	&
Function	area	proposition	competencies	strategies	and	programs	Figure	1.1	9	The	Product-Market	Investment	StrategyStrategic	Market	Management	7th	Edition	–	David	Aaker	The	Product-Market	Investment	Strategy	Invest	to	grow	(or	enter	a	product	market)	Invest	only	to	maintain	the	existing	position	Milk	the	business	by	minimizing	investment
Recover	as	many	of	the	assets	as	possible	by	liquidating	or	divesting	the	business	10	Product-Market	Growth	DirectionsPresent	Products	New	Products	Market	Penetration	Product	Expansion	Present	Markets	Market	Expansion	Diversification	New	Markets	Vertical	Integration	Source:	H.	Igor	Ansoff,	“Strategic	Diversification”,	Harvard	Business
Review,	September-October	1957,	pp	Figure	2.4	11	The	Customer	Value	PropositionStrategic	Market	Management	7th	Edition	–	David	Aaker	The	Customer	Value	Proposition	Perceived	benefit	to	customer:	Functional	Emotional	Social	Self-Expressive	12	Customer	Value	Proposition	ExamplesStrategic	Market	Management	7th	Edition	–	David	Aaker
Customer	Value	Proposition	Examples	A	good	value	Excellence	on	an	important	product	or	service	attribute	The	best	overall	quality	Product	line	breadth	Innovative	offerings	A	shared	passion	for	an	activity	or	a	product	Global	connections	and	prestige	13	Assets	and	CompetenciesStrategic	Market	Management	7th	Edition	–	David	Aaker	Assets	and
Competencies	Strategic	Competency:	What	a	business	unit	does	exceptionally	well	Has	strategic	importance	to	the	business	Based	on	knowledge	or	a	process	Strategic	Asset:	A	resource	14	Functional	Strategies	and	ProgramsStrategic	Market	Management	7th	Edition	–	David	Aaker	Functional	Strategies	and	Programs	Manufacturing	strategy
Distribution	strategy	Brand-building	strategy	Communication	strategy	Information	technology	strategy	Global	strategy	Segmentation	strategy	Quality	program	Customer	relationship	program	15	Criteria	to	Select	Business	StrategiesStrategic	Market	Management	7th	Edition	–	David	Aaker	Criteria	to	Select	Business	Strategies	Is	the	ROI	attractive?	Is
there	a	SCA?	Will	the	strategy	have	success	in	the	future?	Is	the	strategy	feasible?	Does	the	strategy	fit	with	the	other	strategies	of	the	firm?	16	Overview	of	Strategic	Market	ManagementExternal	Analysis	Customer	Analysis	Competitor	Analysis	Market/submarket	Analysis	Environmental	Analysis	Internal	Analysis	Performance	Analysis	Determinants
of	strategic	options	Strategic	Analysis	Outputs	Strategy	Identification,	Selection,	and	Implementation	Figure	2.1	17	Why	Strategic	Market	Management?Strategic	Market	Management	7th	Edition	–	David	Aaker	Why	Strategic	Market	Management?	Precipitate	the	consideration	of	strategic	choices.	Help	a	business	cope	with	change.	Force	a	long-
range	view.	Make	visible	the	resource	allocation	decision.	Aid	strategic	analysis	and	decision	making.	Provide	a	strategic	management	and	control	system.	Provide	both	horizontal	and	vertical	communication	and	coordination	systems.	18	Marketing	and	Strategy	19	Key	Learnings	Strategy	needs	to	succeed	in	a	dynamic	market.A	business	strategy
includes	the	determination	of	the	product-market	scope	and	its	dynamics	(as	reflected	in	the	intensity	of	the	business	investment),	the	customer	value	proposition,	assets	and	competencies,	and	functional	strategies	and	programs.	External	analysis	includes	analyses	of	customers,	competitors,	markets,	and	the	environment.	Internal	analysis	includes	a
performance	appraisal	and	an	examination	of	organizational	strengths,	weaknesses,	problems,	constraints,	and	strategic	options.	The	role	of	these	analyses	is	to	identify	existing	or	emerging	opportunities,	threats,	trends,	strategic	uncertainties,	and	strategic	options.	Marketing	has	a	key	role	in	strategy.	20	Strategic	Market	Management	7th	Edition	–
David	Aaker	21	Strategic	Market	Management	7th	Edition	–	David	AakerAncillary	Slides	22	Strategic	Market	Management	7th	Edition	–	David	Aaker“It	isn’t	that	they	can’t	see	the	solution,	it’s	that	they	can’t	see	the	problem.”	-	G.	K.	Chesterton	23	Strategic	Market	Management	7th	Edition	–	David	Aaker“Experience,	to	most	men,	is	like	the	stern
lights	of	a	ship,	which	illuminate	only	the	track	it	has	passed.”	-	Samuel	Coleridge	24	Strategic	Market	Management	7th	Edition	–	David	Aaker“Strategy	is	a	framework	which	guides	those	choices	that	determine	the	nature	and	direction	of	an	organization.”	-Benjamin	B.	Tregoe	&	John	W.	Zimmerman	“Top	Management	Strategy”	25	Strategic	Market
Management	7th	Edition	–	David	Aaker“In	terms	of	the	three	key	players	(competitors,	customers,	company)	strategy	is	defined	as	the	way	in	which	a	corporation	endeavors	to	differentiate	itself	positively	from	its	competitors,	using	its	relative	corporate	strengths	to	better	satisfy	customer	needs.”	-Kenichi	Ohmae	“The	Mind	of	the	Strategist”	26
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the	use	of	the	information	contained	herein.	Chapter	2	-	External	and	Customer	Analysis	28	External	and	Customer	AnalysisChapter	Two	External	and	Customer	Analysis	Chapter	2	-	External	and	Customer	Analysis	29	The	Role	of	External	AnalysisStrategic	Decisions	Where	to	compete	How	to	compete	External	Analysis	Identification	Trends/future
events	Threats/opportunities	Strategic	uncertainties	Analysis	Information-need	areas	Scenario	analysis	Figure	3.1	Chapter	2	-	External	and	Customer	Analysis	30	Strategic	UncertaintiesWill	a	major	firm	enter?	Will	a	tofu-based	dessert	product	be	accepted?	Will	a	technology	be	replaced?	Will	the	dollar	strengthen	against	an	off-shore	currency?	Will
computer-based	operations	be	feasible	with	current	technology?	How	sensitive	is	the	market	to	price?	Strategic	Decisions	Investment	in	a	product	market	Investment	in	a	tofu-based	product	Investment	in	a	technology	Commitment	to	off-shore	manufacturing	Investment	in	a	new	system	A	strategy	of	maintaining	price	parity	Chapter	2	-	External	and
Customer	Analysis	31	Strategic	UncertaintiesPerformance	improvements?	Competitive	technological	developments?	Financial	capacity	of	health	care	industry?	What	will	the	future	demand?	Chapter	2	-	External	and	Customer	Analysis	32	Customer	Analysis	SegmentationIdentification	of	customers	groups	that	respond	differently	from	other	groups	to
competitive	offerings.	Thus,	a	successful	segmentation	strategy	requires	the	conceptualization,	development,	and	evaluation	of	a	competitive	offering.	Who	are	the	biggest	customers?	The	most	profitable?	The	most	attractive	potential	customers?	Figure	2.2	Chapter	2	-	External	and	Customer	Analysis	33	Examples	of	Approaches	to	Defining
SegmentsCustomer	Characteristics	Geographic	Type	of	organization	Size	of	firm	Lifestyle	Sex	Age	Occupation	Figure	2.3	Chapter	2	-	External	and	Customer	Analysis	34	Examples	of	Approaches	to	Defining	SegmentsProduct-Related	Approaches	User	type	Usage	Benefits	sought	Price	sensitivity	Competitor	Application	Brand	loyalty	Figure	2.3	Chapter
2	-	External	and	Customer	Analysis	35	Segmentation	How	should	segments	be	defined?	Benefit	SegmentationPrice	Sensitivity	Loyalty	Applications	Multiple	Segments	versus	Focus	Strategy	Chapter	2	-	External	and	Customer	Analysis	36	The	Loyalty	Matrix:	PrioritiesLow	Loyalty	Moderate	Loyalty	Loyal	Medium	High	Highest	Customer	Low	to	Medium
Non-customer	High	Zero	Figure	3.4	Chapter	2	-	External	and	Customer	Analysis	37	Customer	Analysis	Customer	MotivationsWhat	elements	of	the	product/service	do	customers	value	most?	What	are	the	customers’	objectives?	What	are	they	really	buying?	How	do	segments	differ	in	their	motivation	priorities?	What	changes	are	occurring	in	customer
motivation?	In	customer	priorities?	Figure	3.2	Chapter	2	-	External	and	Customer	Analysis	38	Customer	Motivation	AnalysisIdentify	Motivations	Group	and	Structure	Motivations	Assess	Motivation	Importance	Assign	Strategic	Roles	to	Motivations	Figure	2.6	Chapter	2	-	External	and	Customer	Analysis	39	The	Customer	as	Active	PartnerEncourage
Active	Dialogue	Mobilize	Customer	Communities	Manage	Customer	Diversity	Co-creating	Personalized	Experiences	Chapter	2	-	External	and	Customer	Analysis	40	Customer	Analysis	Unmet	NeedsWhy	are	some	customers	dissatisfied?	Why	are	some	changing	brands	or	suppliers?	What	are	the	severity	and	incidence	of	consumer	problems?	What	are
the	unmet	needs	that	customers	can	identify?	Are	there	some	of	which	consumers	are	unaware?	Do	these	unmet	needs	represent	leverage	points	for	competitors?	Figure	2.2	Chapter	2	-	External	and	Customer	Analysis	41	Key	Learnings	External	analysis	should	influence	strategy	by	identifying	opportunities,	threats,	trends,	and	strategic
uncertainties.	The	ultimate	goal	is	to	improve	strategic	choices	–	decisions	as	to	where	and	how	to	compete.	Segmentation	(identifying	customer	groups	that	can	support	different	competitive	strategies)	can	be	based	on	a	variety	of	customer	characteristics,	such	as	benefits	sought,	customer	loyalty,	and	applications.	Customer	motivation	analysis	can
provide	insights	into	what	assets	and	competencies	are	needed	to	compete,	as	well	as	indicate	possible	SCAs.	Unmet	needs	that	represent	opportunities	(or	threats)	can	be	identified	by	projecting	technologies,	by	accessing	lead	users,	and	by	systematic	creative	thinking.	Chapter	2	-	External	and	Customer	Analysis	42	43	Ancillary	Slides	Chapter	2	-
External	and	Customer	Analysis	44	“Chance	favors	the	prepared	mind.”-	Louis	Pasteur	Chapter	2	-	External	and	Customer	Analysis	45	“Far	better	an	approximate	answer	to	the	right	question,	which	is	often	vague,	than	an	exact	answer	to	the	wrong	question,	which	can	always	be	made	precise.”	-	John	Tukey,	Statistician	Chapter	2	-	External	and
Customer	Analysis	46	“If	you	don’t	know	where	you	are	going,	you	might	end	up	somewhere	else.”-	Casey	Stengel	Chapter	2	-	External	and	Customer	Analysis	47	Competitor	Analysis	Chapter	ThreeCopyright	©	2007	John	Wiley	&	Sons,	Inc.	All	rights	reserved.	Reproduction	or	translation	of	this	work	beyond	that	permitted	in	Section	117	of	the	1976
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responsibility	for	errors,	omissions,	or	damages,	caused	by	the	use	of	these	programs	or	from	the	use	of	the	information	contained	herein.	Chapter	3	-	Competitor	Analysis	48	Competitor	IdentificationCustomer-Based	Approaches	Customer	choices	–	What	brand	would	you	buy	if	your	favorite	was	unavailable?	Application	associations	–	What
applications?	What	brands	for	each	application?	What	product	substitutes?	Chapter	3	-	Competitor	Analysis	49	Competitor	IdentificationStrategic	Groups	Pursue	similar	competitive	strategies	Have	similar	characteristics	Have	similar	assets	and	competencies	Chapter	3	-	Competitor	Analysis	50	Potential	CompetitorsCompetitor	Analysis	Potential
Competitors	Market	expansion	Product	expansion	Backward	integration	Forward	integration	Export	assets	or	competencies	Retaliatory	or	defensive	strategies	Chapter	3	-	Competitor	Analysis	51	Understanding	the	CompetitorsImage	and	Positioning	Objectives	and	Commitment	Size,	Growth	&	Profitability	Competitor	Actions	Current	and	Past
Strategies	Strengths	and	Weaknesses	Organization	and	Culture	Exit	Barriers	Cost	Structure	Figure	3.3	Chapter	3	-	Competitor	Analysis	52	Identify	Assets	and	Competencies1)	What	businesses	have	been	successful	over	time?	What	assets	or	competencies	contributed	to	their	success?	What	businesses	have	had	chronically	low	performance?	Why?
What	assets	or	competencies	do	they	lack?	Chapter	3	-	Competitor	Analysis	53	Relevant	Assets	and	Competencies2)	What	are	the	key	customer	motivations?	What	is	really	important	to	the	customer?	What	are	the	large	mobility	barriers	(both	entry	and	exit)?	Chapter	3	-	Competitor	Analysis	54	Relevant	Assets	and	Competencies4)	Consider	the
components	of	the	value	chain.	Do	any	provide	the	potential	to	generate	a	competitive	advantage?	Chapter	3	-	Competitor	Analysis	55	The	Value	Chain	Margin	Margin	Firm	Infrastructure	Support	ActivitiesHuman	Resource	Management	Support	Activities	Technology	Development	Procurement	Marketing	&	Sales	Inbound	Logistics	Outbound	Logistics
Operations	Service	Margin	Primary	Activities	Source:	Reprinted	with	permission	ã	1985	Michael	Porter	Chapter	3	-	Competitor	Analysis	56	Key	Learnings	Competitors	can	be	identified	by	customer	choice	(the	set	from	which	customers	select)	or	by	clustering	them	into	strategic	groups,	(firms	that	pursue	similar	strategies	and	have	similar	assets,
competencies,	and	other	characteristics).	In	either	case,	competitors	will	vary	in	terms	of	how	intensely	they	compete.	Competitors	should	be	analyzed	along	several	dimensions,	including	their	size,	growth	and	profitability,	image,	objectives,	business	strategies,	organizational	culture,	cost	structure,	exit	barriers,	and	strengths	and	weaknesses.
Potential	strengths	and	weaknesses	can	be	identified	by	considering	the	characteristics	of	successful	and	unsuccessful	businesses,	key	customer	motivations,	and	value-added	components.	The	competitive	strength	grid,	which	arrays	competitors	or	strategic	groups	on	each	of	the	relevant	assets	and	competencies,	provides	a	compact	summary	of	key
strategic	information.	Chapter	3	-	Competitor	Analysis	57	58	Strategic	Market	Management	7th	Edition	–	David	AakerAncillary	Slides	Chapter	3	-	Competitor	Analysis	59	“Induce	your	competitors	not	to	invest	in	those	products,	markets	and	services	where	you	expect	to	invest	the	most…	that	is	the	fundamental	role	of	strategy.”	-	Bruce	Henderson
Founder	of	BCG	Chapter	3	-	Competitor	Analysis	60	“There	is	nothing	more	exhilarating	than	to	be	shot	at	without	result-	Winston	Churchill	Chapter	3	-	Competitor	Analysis	61	“The	best	and	fastest	way	to	learn	a	sport	is	to	watch	and	imitate	a	champion.”-	Jean-Claude	Killy,	Skier	Chapter	3	-	Competitor	Analysis	62	“There	is	one	rule	for	industrialists
and	that	is:	Make	the	best	quality	of	goods	possible	at	the	lowest	cost	possible,	paying	the	highest	wages	possible.”	-	Henry	Ford	Chapter	3	-	Competitor	Analysis	63	“We	often	give	our	enemies	the	means	for	our	own	destruction.”-	Aesop	Chapter	3	-	Competitor	Analysis	64	“In	business,	the	competition	will	bite	you	if	you	keep	running,	if	you	stand
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and	developments	Key	success	factors	Chapter	4	-	Market	and	Submarket	Analysis	67	Strategic	Market	Management	7th	Edition	–	David	AakerEmerging	Submarkets	Relevance	Chapter	4	-	Market	and	Submarket	Analysis	68	Marketing	the	Wrong	ProductSUV	Hybrid	Chapter	4	-	Market	and	Submarket	Analysis	69	“Having	great	products	is	not
enough.	You	need	to	make	what	customers	want	to	buy.”	-	David	Aaker	Chapter	4	-	Market	and	Submarket	Analysis	70	Select	Product	Category	or	Subcategory	Determine	Brands	to	ConsiderCustomer	Decision	Process	Brand	Relevance	Brand	Preference	Select	Product	Category	or	Subcategory	Determine	Brands	to	Consider	Select	Brand	to	Buy	SUV
Lexus	BMW	Mercedes	Mercedes	Chapter	4	-	Market	and	Submarket	Analysis	71	Questions	to	Help	Structure	a	Market	AnalysisSubmarkets	Are	augmented	products,	emerging	niches,	trend	toward	systems,	new	applications,	repositioned	product	classes,	customer	trends,	or	new	technologies	creating	worthwhile	submarkets?	How	should	they	be
defined?	Size	and	Growth	Potentially	important	submarkets?	Size	and	growth	characteristics?	Submarkets	declining?	How	fast?	Driving	forces	behind	the	trends?	Figure	4.1	Chapter	4	-	Market	and	Submarket	Analysis	72	Questions	to	Help	Structure	a	Market	AnalysisProfitability	How	intense	is	the	competition	among	existing	firms?	Threats	from
potential	entrants	and	substitute	products?	Bargaining	power	of	suppliers	and	customers?	Attractive/profitable	markets	or	submarkets?	Cost	Structure	Major	cost	and	value-added	components	for	various	types	of	competitors?	Figure	4.1	Chapter	4	-	Market	and	Submarket	Analysis	73	Questions	to	Help	Structure	a	Market	AnalysisDistribution	Systems
Alternative	channels	of	distribution?	How	are	they	changing?	Market	Trends	Key	Success	Factors	Key	success	factors,	assets,	and	competencies	to	compete	successfully?	Can	assets	and	competencies	of	competitors	be	neutralized?	Figure	4.1	Chapter	4	-	Market	and	Submarket	Analysis	74	Detecting	Maturity	and	DeclinePrice	pressure	caused	by
overcapacity	and	the	lack	of	product	differentiation	Buyer	sophistication	and	knowledge	Substitute	products	or	technologies	Saturation	No	growth	sources	Customer	disinterest	Chapter	4	-	Market	and	Submarket	Analysis	75	Porter’s	Five-Factor	Model	of	Market	ProfitabilityCompetition	among	existing	firms	Threat	of	Potential	Entrants	Industry
Profitability	Threat	of	Substitute	Products	Bargaining	Power	of	Suppliers	Bargaining	Power	of	Customers	Figure	4.3	Source:	Adapted	from	Michael	E.	Porter,	“Industry	Structure	and	Competitive	Strategy:	Keys	to	Profitability”	Financial	Analysis	Journal,July-August	1980,p.33.	Chapter	4	-	Market	and	Submarket	Analysis	76	Risks	of	High-Growth
MarketCompetitive	Risk	Overcrowding	Superior	competitive	entry	Firm	Limitations	Resource	constraints	Distribution	unavailable	Market	Changes	Changing	KSFs	New	technology	Disappointing	growth	Price	instability	Chapter	4	-	Market	and	Submarket	Analysis	Figure	4.5	77	Key	Learnings	The	emergence	of	submarkets	can	signal	a	relevance
problem.	Market	analysis	should	assess	the	attractiveness	of	a	market,	as	well	as	its	structure	and	dynamics.	A	usage	gap	can	cause	the	market	size	to	be	understated.	Market	growth	can	be	forecast	by	looking	at	driving	forces,	leading	indicators,	and	analogous	industries.	Market	profitability	will	depend	on	five	factors	–	existing	competitors,	supplier
power,	customer	power,	substitute	products,	and	potential	entrants.	Cost	structure	can	be	analyzed	by	looking	at	the	value	added	at	each	production	stage.	Chapter	4	-	Market	and	Submarket	Analysis	78	Key	Learnings	Distribution	channels	and	trends	will	often	affect	who	wins.	Market	trends	will	affect	both	the	profitability	of	strategies	and	key
success	factors.	Key	success	factors	are	the	skills	and	competencies	needed	to	compete	in	a	market.	Growth	market	challenges	involve	the	threat	of	competitors,	market	changes,	and	firm	limitations.	Chapter	4	-	Market	and	Submarket	Analysis	79	80	Ancillary	Slides	Chapter	4	-	Market	and	Submarket	Analysis	81	“As	the	economy,	led	by	the
automobile	industry,	rose	to	a	new	high	level	in	the	twenties,	a	complex	of	new	elements	came	into	existence	to	transform	the	market:	installment	selling,	the	used-car	trade-in,	the	closed	body,	and	the	annual	model.	(I	would	add	improved	roads	if	I	were	to	take	into	account	the	environment	of	the	automobile.)”	-	Alfred	P.	Sloan,	Jr.,	General	Motors
Chapter	4	-	Market	and	Submarket	Analysis	82	“Vision	is	the	art	of	seeing	things	invisible.”-	Jonathan	Swift	Chapter	4	-	Market	and	Submarket	Analysis	83	“To	be	prepared	is	half	the	victory.”-	Miguel	Cervantes	Chapter	4	-	Market	and	Submarket	Analysis	84	“Small	opportunities	are	often	the	beginning	of	great	enterprises.”-	Demosthenes	Chapter	4	-
Market	and	Submarket	Analysis	85	“The	quality	of	decision	is	like	the	well-timed	swoop	of	a	falcon	that	enables	it	to	strike	and	destroy	its	victim.”	-	Sun	Tzu	Chapter	4	-	Market	and	Submarket	Analysis	86	“Most	of	the	most	important	experiences	that	truly	educate	cannot	be	arranged	ahead	of	time	with	any	precision.”	-	Harold	Taylor	Chapter	4	-
Market	and	Submarket	Analysis	87	Environmental	Analysis	and	Strategic	UncertaintyChapter	Five	Environmental	Analysis	and	Strategic	Uncertainty	Copyright	©	2007	John	Wiley	&	Sons,	Inc.	All	rights	reserved.	Reproduction	or	translation	of	this	work	beyond	that	permitted	in	Section	117	of	the	1976	United	States	Copyright	Act	without	the	express
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the	use	of	these	programs	or	from	the	use	of	the	information	contained	herein.	Chapter	5	-	Environmental	Analysis	and	Strategic	Uncertainty	88	Environmental	AnalysisTechnology	Trends	To	what	extent	are	existing	technologies	maturing?	What	technological	developments	or	trends	are	affecting	or	could	affect	the	industry?	Government/Economic
Trends	What	changes	in	regulation	are	possible?	What	will	their	impact	be?	What	are	the	political	risks?	What	tax	or	other	incentives	are	being	developed	that	might	affect	strategy?	What	are	the	economic	prospects	and	inflation	outlets	for	the	countries	in	which	the	firm	operates?	Figure	5.1	Chapter	5	-	Environmental	Analysis	and	Strategic
Uncertainty	89	Environmental	AnalysisConsumer	Trends	What	are	the	current	or	emerging	trends	in	lifestyles,	fashions,	and	other	components	of	culture?	Why?	What	are	their	implications?	What	demographic	trends	will	affect	the	market	size	of	the	industry	or	its	submarkets?	What	demographic	trends	represent	opportunities	or	threats?	Figure	5.1
Chapter	5	-	Environmental	Analysis	and	Strategic	Uncertainty	90	Environmental	AnalysisInnovations	Transformational—changes	what	people	buy—changes	the	assets	and	competencies	needed	Substantial—significant	change	as	in	a	new	generation	offering	Incremental—makes	the	offering	more	attractive	or	less	costly	Chapter	5	-	Environmental
Analysis	and	Strategic	Uncertainty	91	Environmental	AnalysisBeing	Green	Motivation	Practical	functional	benefits	to	customers	and	firms	Attack	global	warming	Generate	respect	from	customers/employees	Chapter	5	-	Environmental	Analysis	and	Strategic	Uncertainty	92	Environmental	AnalysisGeneral	External	Analysis	Questions	What	are	the
significant	trends	and	future	events?	What	threats	and	opportunities	do	you	see?	What	are	the	key	areas	of	uncertainty	as	to	trends	or	events	that	have	the	potential	to	impact	strategy?	Evaluate	these	strategic	uncertainties	in	terms	of	their	impact	and	immediacy.	Scenarios	What	strategic	uncertainties	are	worth	being	the	basis	of	a	scenario
analysis?	Figure	5.1	Chapter	5	-	Environmental	Analysis	and	Strategic	Uncertainty	93	Strategic	Uncertainties	CategoriesImmediacy	Impact	Low	High	Monitor	and	analyze;contingent	strategies	considered	Analyze	In-depth;	develop	strategy	Monitor	and	analyze	Monitor	Figure	5.2	Chapter	5	-	Environmental	Analysis	and	Strategic	Uncertainty	94
Scenario	Analysis	Identify	Scenarios	Relate	Scenarios	to	Existing	orProposed	Strategies	Estimate	Scenario	Probabilities	Figure	5.3	Chapter	5	-	Environmental	Analysis	and	Strategic	Uncertainty	95	Key	Learnings	Environmental	analysis	of	changes	in	technology,	demographics,	culture,	the	economy,	and	governmental	actions	can	detect	opportunities
or	threats	to	an	organization.	The	green	movement	provides	opportunities	to	connect	to	customers	and	employees.	Impact	analysis	involves	assessing	the	impact	and	immediacy	of	the	trends	and	events	that	underlie	each	strategy	uncertainty.	Scenario	analysis,	a	vehicle	to	explore	different	assumptions	about	the	future,	involves	the	creation	of	two	to
three	plausible	scenarios,	the	development	of	strategies	appropriate	to	each,	the	assessment	of	scenario	probabilities,	and	the	evaluation	of	the	resulting	strategies	across	the	scenarios.	Chapter	5	-	Environmental	Analysis	and	Strategic	Uncertainty	96	97	Ancillary	Slides	Chapter	5	-	Environmental	Analysis	and	Strategic	Uncertainty	98	“We	are
watching	the	dinosaurs	die,	but	we	don’t	know	what	will	take	their	place.”-	Lester	Thurow,	MIT	Economist	Chapter	5	-	Environmental	Analysis	and	Strategic	Uncertainty	99	“There	is	something	in	the	wind.”William	Shakespeare	The	Comedy	of	Errors	Chapter	5	-	Environmental	Analysis	and	Strategic	Uncertainty	100	“A	poorly	observed	fact	is	more
treacherous	than	a	faulty	train	of	reasoning.”Paul	Valéry	French	philosopher	Chapter	5	-	Environmental	Analysis	and	Strategic	Uncertainty	101	-	Admiral	Arthur	W.	Radford“A	decision	is	the	action	an	executive	must	take	when	he	has	information	so	incomplete	that	the	answer	does	not	suggest	itself.”	-	Admiral	Arthur	W.	Radford	Chapter	5	-
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Analysis	105	Shareholder	Value	AnalysisCost	of	equity—weighted	average	of	cost	of	capital	and	cost	of	debt	e.g.	Capital	$1	billion	(12%);	Debt	$3	billion	(4%)	then	the	cost	of	capital	is	6%	Each	business	aims	at	ROA	to	exceed	cost	of	equity	so	shareholder	can	improve	stock	investment	Chapter	6	-	Internal	Analysis	106	Shareholder	Value	RisksROA
estimate	requires	knowing	the	cash	flow	of	any	investment	and	the	assets	employed—could	encourage	short	term	results	Reducing	assets	employed	by	outsourcing	could	result	in	loss	of	control	of	business	Reducing	investment	could	affect	offering	Increasing	debt	to	reduce	cost	of	equity	could	be	risky	Chapter	6	-	Internal	Analysis	107	Performance
Measures	Reflecting	Long-Term	ProfitabilityCustomer	Satisfaction/	Brand	Loyalty	Long	Term	Profits	Current	Performance	Product/Service	Quality	Brand/Firm	Associations	Relative	Cost	New	Product	Activity	Manager/Employee	Capability	and	Performance	Figure	6.1	Chapter	6	-	Internal	Analysis	108	Relative	Cost	vs.	Relative	Performance	-	Strategic
ImplicationsMore	Expensive	Less	Expensive	Inferior	Superior	Change	Design	Manufacturing/Systems	Ignore	Value	Analysis	Raise	prices	Promote	Cost	Reduction	Our	Component	is	Value	Analysis	De-emphasize	Upgrade	Value	Analysis	Emphasize/promote	Leave	it	alone	Figure	6.2	Chapter	6	-	Internal	Analysis	109	Strengths	and	WeaknessesStrategies
leverage	strengths	and	neutralize	weaknesses	Point	of	advantage	vs.	points	of	parity	vs.	liability	Chapter	6	-	Internal	Analysis	110	Threats	&	OpportunitiesKey	output	of	external	analysis	Evaluate	as	to	Immediacy	Impact	Chapter	6	-	Internal	Analysis	111	Structuring	Strategic	DecisionsOrganizational	Strengths	and	Weaknesses	Competitor	Strengths
and	Weaknesses	Strategy	Decisions	Strategic	Investment	Value	Proposition	Assets	and	Competencies	Functional	Strategies	and	Programs	Market	Needs,	Attractiveness,	and	Key	Success	Factors	Chapter	6	-	Internal	Analysis	Figure	6.3	112	Key	Learnings	Sales	and	profitability	analysis	provide	an	evaluation	of	past	strategies	and	an	indication	of	the
current	market	viability	of	a	product	line.	Shareholder	value	holds	that	the	flow	of	profits	emanating	from	an	investment	should	exceed	the	cost	of	capital	(which	is	the	weighted	average	of	the	cost	of	equity	and	cost	of	debt).	Routes	to	achieving	shareholder	value	–	such	as	downsizing,	reducing	assets	employed,	and	outsourcing	–	can	be	risky	when
they	undercut	assets	and	competencies.	Performance	assessment	should	go	beyond	financials	to	include	such	dimensions	as	customer	satisfaction/brand	loyalty,	product/service	quality,	brand/firms	associations,	relative	cost,	new	product	activity,	and	manager/employee	capability	and	performance.	Assets	and	competences	can	represent	a	point	of
advantage,	a	point	of	parity,	or	a	liability.	Threats	and	opportunities	that	are	both	imminent	and	important	should	trigger	strategic	imperatives,	programs	with	high	priority.	Chapter	6	-	Internal	Analysis	113	114	Ancillary	Slides	Chapter	6	-	Internal	Analysis	115	“We	have	met	the	enemy	and	he	is	us.”-	Pogo	Chapter	6	-	Internal	Analysis	116	“Self-
conceit	may	lead	to	self-destruction.”Aesop,	“The	Frog	and	the	Ox”	Chapter	6	-	Internal	Analysis	117	“The	fish	is	the	last	to	know	if	it	swims	in	water.”Chinese	proverb	Chapter	6	-	Internal	Analysis	118	“The	successful	man	is	the	one	who	finds	out	what	is	the	matter	with	his	business	before	his	competitors	do.”	-	Roy	L.	Smith	Chapter	6	-	Internal
Analysis	119	Six	Rules	for	Success	1.	Face	reality	as	it	is,	not	as	it	was	or	as	you	wish	it	were.	2.	Be	candid	with	everyone.	3.	Don’t	manage,	lead.	4.	Change	before	you	have	to.	5.	If	you	don’t	have	a	competitive	advantage,	don’t	compete.	6.	Control	your	own	destiny,	or	someone	else	will.	-	Jack	Welch	former	Chairman,	General	Electric	Chapter	6	-
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-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	123	The	Sustainable	Competitive	AdvantageThe	Way	You	Compete	Product	strategy	Positioning	strategy	Manufacturing	strategy	Distribution	strategy,	etc.	SCA	Basis	of	Competition	Assets	and	competencies	What	You	Offer	Value	Proposition	Where	You	Compete	Product-market	selection
Competitor	selection	Figure	7.2	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	124	SCAs	versus	KSFs	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	125	SCA	Study	248	businesses	asked	for	SCA	Average	number	of	SCAs—4.6Top	named	of	30:	Quality	reputation—105	Customer	service—78	Name	visibility—
71	Management/staff—65	Low-cost	production—53	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	126	Synergy	Two	or	more	businesses	in	combination	will	generateIncreased	customer	value	and	thus	loyalty	and/or	sales	Lower	operating	costs	Reduced	investment	Challenge	Finding	it	Overcoming	organizational	issues	Especially
when	an	alliance	is	involved	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	127	Core	Assets	&	CompetenciesAssets	&	competencies	that	underlie	a	large	set	of	businesses	A	tree	metaphor	illustrates	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	128	Strategic	PhilosophiesStrategic	commitment	Strategic
opportunism	Strategic	adaptability	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	129	Strategic	Commitment	Assumes	that	the	current	strategy	will	work	into	the	future	Tunnel	vision—avoid	distractions	Buy-in	throughout	the	organization	Improve	the	offering,	the	costs,	the	customer	relationships	Patience	Chapter	7	-	Creating
Advantage,	Synergy	and	Strategic	Philosophies	130	Strategic	OpportunismAssumes	a	fast	changing	market	and	that	it	is	not	possible	to	predict	the	future	so	that	the	best	strategy	is	to	be	sensitive	to	current	opportunities	and	exploit	them.	Short-term	oriented	Decentralized,	entrepreneurial,	risk	taking	organization	Chapter	7	-	Creating	Advantage,
Synergy	and	Strategic	Philosophies	131	Strategic	AdaptabilityAssumes	a	changing	market	and	that	the	organization	can	predict	and	manage	responses	to	those	changes	A	medium	term	perspective	Organization	is	flexible	and	supports	investments	behind	trends	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	132	Commitment	vs.
Opportunism	vs.	AdaptabilityStrategic	Approach	Strategic	Risk	Strategic	Commitment	Strategic	Stubbornness	Strategic	Drift	Strategic	Opportunism	Strategic	Drift	Strategic	Adaptability	Strategic	Blunders—	Misreading	Trends	Figure	7.5	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	133	Strategic	Market	Management	7th
Edition	–	David	AakerStrategic	Intent	Captures	the	essence	of	winning	Is	stable	over	time	Sets	a	target	that	deserves	personal	effort	and	commitment	Implies	sizeable	stretch	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	134	Key	Learnings	To	create	an	SCA,	a	strategy	needs	to	be	valued	by	the	market	and	supported	by	assets
and	competencies	that	are	not	easily	copied	or	neutralized	by	competitors.	The	most	common	SCAs	are	quality	reputation,	customer	support,	and	brand	name.	Synergy	is	often	sustainable	because	it	is	based	on	the	unique	characteristics	of	an	organization.	Strategic	commitment,	involving	a	stick-to-your-knitting	focus	on	a	clearly	articulated	strategy,
is	based	on	an	assumption	that	the	business	model	needs	to	be	refined	and	improved	and	not	changed.	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	135	Key	Learnings	Strategic	opportunism	assumes	that	the	environment	is	so	dynamic	and	uncertain	that	it	is	futile	to	predict	the	future	and	invest	behind	those	predictions.	The
more	prudent	and	profitable	route	is	to	detect	and	capture	opportunities	when	they	present	themselves,	with	a	goal	of	achieving	immediate	profits.	Strategic	adaptability,	based	on	the	assumption	that	is	possible	to	understand,	predict,	and	manage	responses	to	market	dynamics	that	emerge	and	even	create	or	influence	them,	is	about	managing
relevance.	Strategic	intent	couples	a	clear	strategic	vision	with	a	sustained	obsession	with	winning	at	all	levels	of	the	organization.	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	136	137	Ancillary	Slides	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	138	Chinese	military	strategist“All	men	can	see	the
tactics	whereby	I	conquer,	but	what	none	can	see	is	the	strategy	out	of	which	great	victory	is	evolved.”	Sun-Tzu	Chinese	military	strategist	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	139	“Don’t	manage,	lead.”	Jack	Welch,	GEChapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	140	Karl	von	Clusewitz,	On
War,	1832“Where	absolute	superiority	is	not	attainable,	you	must	produce	a	relative	one	at	the	decisive	point	by	making	skillful	use	of	what	you	have.”	Karl	von	Clusewitz,	On	War,	1832	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	141	“Business	more	than	any	other	occupation	is	a	continual	dealing	with	the	future;	it	is	a
continual	calculation,	an	instinctive	exercise	in	foresight.”	-	Henry	R.	Luce	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	142	“The	rewards	in	business	go	to	the	man	who	does	something	with	an	idea-	William	Benton	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	143	“No	one	can	possibly	achieve	any	real
and	lasting	success	or	“get	rich”	in	business	by	being	a	conformist.”	-	J.	Paul	Getty	Chapter	7	-	Creating	Advantage,	Synergy	and	Strategic	Philosophies	144	Alternative	Value	PropositionsChapter	Eight	Alternative	Value	Propositions	Copyright	©	2007	John	Wiley	&	Sons,	Inc.	All	rights	reserved.	Reproduction	or	translation	of	this	work	beyond	that
permitted	in	Section	117	of	the	1976	United	States	Copyright	Act	without	the	express	written	permission	of	the	copyright	owner	is	unlawful.	Requests	for	further	information	should	be	addressed	to	the	Permissions	Department,	John	Wiley	&	Sons,	Inc.	The	purchaser	may	make	back-up	copies	for	his/her	own	use	only	and	not	for	distribution	or	resale.
The	Publisher	assumes	no	responsibility	for	errors,	omissions,	or	damages,	caused	by	the	use	of	these	programs	or	from	the	use	of	the	information	contained	herein.	Chapter	8	-	Alternative	Value	Propositions	145	Business	Strategy	ChallengesA	real	customer	value	proposition?	A	perceived	customer	value	proposition?	Is	the	value	proposition	feasible?
Is	the	value	proposition	relevant	to	customers?	Does	it	represent	a	sustainable	point	of	difference?	Chapter	8	-	Alternative	Value	Propositions	146	Strategic	Options	Value	Propositions	Being	Emotional/	GlobalSelf-Expressive	Benefits	Attribute/	Benefit	Brand	Familiarity	Design	Value	Propositions	Quality	Systems	Solutions	Value	Corporate	Social
Programs	Niche	Specialist	Customer	Intimacy	Figure	8.3	Chapter	8	-	Alternative	Value	Propositions	147	Niche	Specialist	Concentrating	Resources	and	Energy	CompetingWith	Limited	Support	a	Strategic	Position	Chapter	8	-	Alternative	Value	Propositions	148	Product	Quality	DimensionsPerformance	Conformance	to	specifications	Features	Customer
support	Process	quality	Aesthetic	design	Figure	8.2	Chapter	8	-	Alternative	Value	Propositions	149	Signals	of	High	QualityHigh	quality	needs	to	be	communicated	Communication	by	signals	Signals:	Tomato	Juice—thickness	Cars—sound	of	door	closing	Banking—professional	attitude	of	people	Supermarkets—produce	Chapter	8	-	Alternative	Value
Propositions	150	Stock	Market	Reaction	to	Brand	Equity	(BE)	&	ROIStrategic	Market	Management	7th	Edition	–	David	Aaker	Stock	Market	Reaction	to	Brand	Equity	(BE)	&	ROI	Stock	Return	Chapter	8	-	Alternative	Value	Propositions	Figure	8.3	151	The	Value	Option	The	Value	Option	Imperatives	Low-Cost	Culture	CostAdvantage	Value	Perceptions
No-Frills	Scale	Experience	Products/	Operations	Economies	Curve	Services	Effect	Figure	8.4	Chapter	8	-	Alternative	Value	Propositions	152	Creating	a	Cost	Advantage	(or	Avoiding	a	Cost	Disadvantage)No-Frills	Product/Service	Operations	Scale	Economies	The	Experience	Curve	Chapter	8	-	Alternative	Value	Propositions	153	Key	Learnings	Business
strategies	usually	cluster	around	a	limited	number	of	value	propositions,	such	as	superior	attribute,	appealing	design,	offering	complete	system	solutions,	social	responsibility,	a	familiar	brand,	a	superior	customer	relationship,	a	specialist	niche,	superior	quality,	and	superior	value.	A	value	proposition	needs	to	be	communicated	effectively	and
supported	by	a	cost	advantage,	which	can	be	based	on	a	no-frills	offering,	operations,	scale	economies,	and/or	the	experience	curve.	Superior	quality,	which	has	been	shown	to	drive	stock	return,	has	to	be	continuously	addressed	through	processes	and	programs	and	transferred	into	quality	perceptions.	Chapter	8	-	Alternative	Value	Propositions	154
155	Ancillary	Slides	Chapter	8	-	Alternative	Value	Propositions	156	“Ever	since	Morton’s	put	a	little	girl	in	a	yellow	slicker	and	declared,	“When	it	rains,	it	pours,”	no	advertising	person	worth	his	or	her	salt	has	had	any	excuse	to	think	of	a	product	as	having	parity	with	anything.”	Malcolm	MacDougal,	Jordan	Case	McGrath	Chapter	8	-	Alternative
Value	Propositions	157	“If	you	don’t	have	a	competitive	advantage,	don’t	compete.”Jack	Welch,	GE	Chapter	8	-	Alternative	Value	Propositions	158	“You	can’t	depend	on	your	eyes	when	your	imagination	is	out	of	focus.”Mark	Twain	Chapter	8	-	Alternative	Value	Propositions	159	“Be	willing	to	make	decisions“Be	willing	to	make	decisions.	That’s	the
most	important	quality	in	a	good	leader.	Don’t	fall	victim	to	what	I	call	the	‘ready-aim-aim-aim	syndrome.’	You	must	be	willing	to	fire.”	-T.	Boone	Pickens	Chapter	8	-	Alternative	Value	Propositions	160	“The	first	man	gets	the	oyster,	the	second	man	gets	the	shell.”-	Andrew	Carnegie	Chapter	8	-	Alternative	Value	Propositions	161	“Never	follow	the
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caused	by	the	use	of	these	programs	or	from	the	use	of	the	information	contained	herein.	Chapter	9	-	Building	and	Managing	Brand	Equity	163	Brand	Equity	Brand	Awareness	Brand	Associations	Brand	LoyaltyBrand	equity—Assets	and	liabilities	connected	to	the	brand	Figure	9.1	Chapter	9	-	Building	and	Managing	Brand	Equity	164	Brand	Awareness
Provides	sense	of	familiaritySignal	of	commitment	and	substance	Salience	will	help	it	get	considered	Chapter	9	-	Building	and	Managing	Brand	Equity	165	Brand	Loyalty	Reduces	marketing	costs	Creates	entry	barrierGenerates	a	positive	image	Provides	time	to	respond	to	competitor	moves	Chapter	9	-	Building	and	Managing	Brand	Equity	166	Brand
Associations	Attribute/benefit	associations	provide	a	reason-to-buy	but	are	easily	copied.	Going	beyond	to	other	value	propositions	Product	category—relevance	Personality	Organizational	associations	Emotional	or	self-expressive	benefits	Chapter	9	-	Building	and	Managing	Brand	Equity	167	Brand	Identity	Brand	Identity?	Aspirational	External	brand
imageFor	internal	communication	Chapter	9	-	Building	and	Managing	Brand	Equity	168	Brand	Identity	PrinciplesMultiple	dimensions—not	just	a	three	word	phrase	No	restrictions—beyond	attributes/benefits	Dimensions	are	prioritized	Core	identity—more	important	elements	Source	of	differentiation,	resonance,	and	strategy	Drive	major	programs,
initiatives	Extended	identity	provides	texture	and	completeness—helps	determine	what	is	on-brand	Essence—Optional	Internal	communication	vs.	position/tagline—what	we	communicate	externally	now	Chapter	9	-	Building	and	Managing	Brand	Equity	169	Why	Brand	Identity?	Externally	Shape	our	brand	imageProvide	basis	for	relationships	and
choice	Internally	Stimulate	programs	and	prioritize	initiatives	Inspire	people	Chapter	9	-	Building	and	Managing	Brand	Equity	170	Identify	What	to	Stand	forB-to-B	Service	Company	Diversified	Perspective	Dynamic	Close	to	Customers	Geographically	&	Culturally	Informal	Resourceful	World-Class	Straightforward	Confident	Gets	Job	Done
Collaborator	Open	Communication	Value	Creation	Broad	Capability	Competent	Technology	that	Works	Experienced	Flexible	Team	Oriented	Local	People	Culture	Bold	Without	Arrogance	Risk-Sharing	Partner	Committed	To	Excellence	Global	In-Depth	Understanding	Of	Customers	Partner	With	Customers	World	Health	Best-of-Breed	Customized
Solutions	Multi-Cultural	Chapter	9	-	Building	and	Managing	Brand	Equity	171	Brand	Identity	Potential	DimensionsAttributes/benefits/branded	differentiators	Personality	Organizational	associations	Emotional	&	self-expressive	benefits	Product	class	relevance-scope	Chapter	9	-	Building	and	Managing	Brand	Equity	172	Direct	Model	Customization
Value	for	Latest	Performance	TechnologySimple	As	Dell	Incredible	Service	Dell	Responds	Close	to	Customer	Understands	needs	Equipment	Communication	Personality	Competent,	Successful	Serious	(not	Apple)	Approachable	Chapter	9	-	Building	and	Managing	Brand	Equity	173	Guidelines	Use	only	constructs	that	are	helpful	and	fit!Do	not	feel
compelled	to	use	all	dimensions!	Chapter	9	-	Building	and	Managing	Brand	Equity	174	Identify	Brand	Identity	ElementsStrategic	Market	Management	7th	Edition	–	David	Aaker	Cluster	&	Label—Try	different	combinations	Partner	With	Customers	Customized	Solutions	Team	Solutions	Close	to	Customers	Geographically	&	Culturally	Collaborative
Open	Communication	Partner	With	Customers	Customized	Solutions	Close	to	Customers	Geographically	&	Culturally	Collaborative	Chapter	9	-	Building	and	Managing	Brand	Equity	175	Identify	Brand	Identity	ElementsCluster	and	Label	Confident,	Competent	Worldly	but	Informal	Spirit	of	Excellence	Team	Solutions	Support	World	Heath	Global
Network	Of	Local	Experts	Technology	That	Fits	Open	Communicator	Chapter	9	-	Building	and	Managing	Brand	Equity	176	Identify	Core	Identity	ElementsCore—Most	Important	Confident,	Competent	Worldly	but	Informal	Core	Identity	Spirit	of	Excellence	Team	Solutions	Extended	Identity	Extended	Identity	Support	World	Health	Global	Network	Of
Local	Experts	Technology	That	Fits	Open	Communicator	Chapter	9	-	Building	and	Managing	Brand	Equity	177	Excellence—anytime,	anywhere,	whatever	it	takesThe	Brand	Essence	A	compact	theme	or	concept	that	represents	much	or	all	of	the	core	identity	Confident,	Competent	Worldly	but	Informal	Core	Identity	Spirit	of	Excellence	Commitment	to
Excellence—anytime,	anywhere,	whatever	it	takes	Team	Solutions	Extended	Identity	Extended	Identity	Support	World	Heath	Global	Network	Of	Local	Experts	Technology	That	Fits	Open	Communicator	Chapter	9	-	Building	and	Managing	Brand	Equity	178	The	Brand	Essence	Essence:	A	compact	theme	or	concept	that	representsmuch	or	all	of	the
core	identity—for	internal	communication	vs.	Tagline:	Summarizes	the	position—for	external	communication	Tagline	can	be	but	rarely	is	the	essence	Do	you	Yahoo?	Did	somebody	say	McDonald’s	Like	a	rock	(Chevy	Trucks)	Essence	can	be	understated	Just	works	better	focused	on	functional	benefits	German	engineering	(VW)	Casual	luxury	(Banana
Replubic)	focused	on	emotional	benefits	Power	to	be	your	best	(Apple)	Do	more	(American	Express)	Note	the	dual	meaning	Chapter	9	-	Building	and	Managing	Brand	Equity	179	Nike	Core	Identity	&	EssenceIllustrative	Brand	Essence	Performing	at	Your	Best	Core	Identity	Excellence/Winning	Exhilaration	Individual	Success	Technological
Advancement	Brand	Identity	Model™	Excellence	Exhilaration	Performing	at	Your	Best	Individual	Success	Technological	Advancement	Chapter	9	-	Building	and	Managing	Brand	Equity	180	Brand	Identity	ObjectivesResonate	Differentiate	or	reflect	points	of	parity	Have	or	Gain	Credibility	Reflect	Strategy	Have	Clarity	Chapter	9	-	Building	and
Managing	Brand	Equity	181	Resonate	with	CustomersStrategic	Market	Management	7th	Edition	–	David	Aaker	Resonate	with	Customers	Anticipate	Needs	Customized	Solutions	Team	Solutions	Close	to	Customers	Geographically	&	Culturally	Collaborative	Resonance—it	should	matter	to	customers	&	add	value	e.g.	Customer	now	demand	total
solutions	Chapter	9	-	Building	and	Managing	Brand	Equity	182	Differentiation/Points	of	ParityStrategic	Market	Management	7th	Edition	–	David	Aaker	Differentiation/Points	of	Parity	Anticipate	Needs	Customized	Solutions	Team	Solutions	Close	to	Customers	Geographically	&	Culturally	Collaborative	Differentiation—Unique	or	different	assets	and
programs	e.g.	Multi-cultural	staff	Parity—dimensions	on	which	the	brand	needs	to	be	perceived	as	adequate	so	that	competitor	brand	strengths	are	neutralized	Chapter	9	-	Building	and	Managing	Brand	Equity	183	Credibility—Proof	Points	&	Strategic	ImperativesStrategic	Market	Management	7th	Edition	–	David	Aaker	Credibility—Proof	Points	&
Strategic	Imperatives	Anticipate	Needs	Customized	Solutions	Team	Solutions	Close	to	Customers	Geographically	&	Culturally	Collaborative	Proof	points—Existing	strengths	and	programs	that	provide	credibility	e.g.	Have	the	organizational	scope	and	capability	to	do	it	all	Strategic	Imperative—Assets	and	Programs	needed	to	deliver	future	credibility
e.g.	Build	incentives—team	behavior	and	culture;	reduce	arrogance	Chapter	9	-	Building	and	Managing	Brand	Equity	184	Strategic	Market	Management	7th	Edition	–	David	AakerReflect	the	Strategy	Anticipate	Needs	Customized	Solutions	Team	Solutions	Close	to	Customers	Geographically	&	Culturally	Collaborative	Reflect	strategy—it	should	reflect
the	strategy	direction	and	initiatives	e.g.	the	firm	is	committed	to	breaking	down	silos	and	creating	a	seamless	systems	solutions	Chapter	9	-	Building	and	Managing	Brand	Equity	185	Strategic	Market	Management	7th	Edition	–	David	AakerPositioning	Positioning	Brand	identity	Aspirational	associations	Customer	promise	Positioning	Short-term
communication	objectives	Depth	Time	Frame	Identity	Rich	Long-term	Position	Focused	Immediate	Chapter	9	-	Building	and	Managing	Brand	Equity	186	To	inspire	and	serve	athletes	everywherePosition	To	inspire	and	serve	athletes	everywhere	More	focused	More	Immediate	Chapter	9	-	Building	and	Managing	Brand	Equity	187	Key	Learnings	Brand
equity,	a	key	asset	for	any	business,	consists	of	brand	awareness,	brand	loyalty,	and	brand	associations.	Awareness	provides	a	sense	of	familiarity,	credibility,	and	relevance	in	that	customers	are	more	likely	to	consider	brands	that	are	top-of-mind.	A	core	loyal	customer	base	reduces	the	cost	of	marketing,	provides	a	barriers	to	competitors,	supports	a
positive	image,	and	provides	time	to	respond	to	competitor	moves.	Brand	associations	can	and	should	go	beyond	attributes	and	benefits	to	include	such	associations	as	brand	personality,	organizational	intangibles,	and	product	category	associations.	The	brand	identity	represents	aspirational	associations.	The	most	important	of	these,	the	core	identity,
should	be	supported	by	proof	points	and/or	strategic	imperatives	and	should	be	the	driver	of	strategic	programs	including	product	development.	While	the	identity	represents	long-term	aspirational	associations	and	is	multidimensional,	the	position	represents	the	short-term	communication	objectives	and	is	more	focused.	Chapter	9	-	Building	and
Managing	Brand	Equity	188	189	Ancillary	Slides	Chapter	9	-	Building	and	Managing	Brand	Equity	190	“You	do	not	merely	want	to	be	considered	just	one	of	the	best	of	the	best.	You	want	to	be	considered	the	only	ones	who	do	what	you	do.”	-	Jerry	Garcia	The	Grateful	Dead	Chapter	9	-	Building	and	Managing	Brand	Equity	191	“You	cannot	make	a
business	case	that	you	should	be	who	you’re	not.”-	Jeff	Bezos	Amazon	Chapter	9	-	Building	and	Managing	Brand	Equity	192	“The	secret	of	success	is	constancy	of	purpose.”-	Benjamin	Disraeli	Chapter	9	-	Building	and	Managing	Brand	Equity	193	“It	is	the	characteristic	excellence	of	the	strong	man	that	he	can	bring	momentous	issues	to	the	fore	and
make	a	decision	about	them.	The	weak	are	always	forced	to	decide	between	alternatives	they	have	not	chosen	themselves.”	-	Dietrich	Bonhoffer	Chapter	9	-	Building	and	Managing	Brand	Equity	194	“To	open	a	business	is	very	easy,	to	keep	it	open	is	very	difficult.”-	Chinese	Proverb	Chapter	9	-	Building	and	Managing	Brand	Equity	195	Energize	the
Business	Chapter	TenCopyright	©	2007	John	Wiley	&	Sons,	Inc.	All	rights	reserved.	Reproduction	or	translation	of	this	work	beyond	that	permitted	in	Section	117	of	the	1976	United	States	Copyright	Act	without	the	express	written	permission	of	the	copyright	owner	is	unlawful.	Requests	for	further	information	should	be	addressed	to	the	Permissions
Department,	John	Wiley	&	Sons,	Inc.	The	purchaser	may	make	back-up	copies	for	his/her	own	use	only	and	not	for	distribution	or	resale.	The	Publisher	assumes	no	responsibility	for	errors,	omissions,	or	damages,	caused	by	the	use	of	these	programs	or	from	the	use	of	the	information	contained	herein.	Chapter	10	-	Energize	the	Business	196	Growth
Strategies	Energize	the	business	(Chapter	10)Leverage	the	business	(Chapter	11)	Create	a	new	business	(Chapter	12)	Go	global	(Chapter	13)	Chapter	10	-	Energize	the	Business	197	Growth	in	Existing	Product	MarketsIncreasing	Market	Share	Increasing	Product	Usage	Branded	Differentiators	Branded	Energizers	Chapter	10	-	Energize	the	Business
198	Growth	in	Existing	Product	MarketsIncreasing	Market	Share	Increasing	Product	Usage	Branded	Differentiators	Branded	Energizers	Chapter	10	-	Energize	the	Business	199	Increasing	Market	ShareImprove	customer	experience	Incremental	innovation	Create	points	of	parity	Expand	base—customers/loyal	customers	Develop	home-run	marketing
programs	Line	extensions	Create	or	exploit	a	personality	Chapter	10	-	Energize	the	Business	200	Growth	in	Existing	Product	MarketsIncreasing	Market	Share	Increasing	Product	Usage	Branded	Differentiators	Branded	Energizers	Chapter	10	-	Energize	the	Business	201	Increasing	Usage	Existing	CustomerProvide	Reminder	Communications	Position
for	Regular	or	Frequent	Use	Make	the	Use	Easier	Provide	Incentives	Reduce	Undesirable	Consequences	of	Frequent	Use	Chapter	10	-	Energize	the	Business	202	Growth	in	Existing	Product	MarketsIncreasing	Market	Share	Increasing	Product	Usage	Branded	Differentiators	Branded	Energizers	Chapter	10	-	Energize	the	Business	203	Strategic
Market	Management	7th	Edition	–	David	AakerBranded	Differentiator	An	actively	managed	branded	feature,	service,	program	or	ingredient	that	provides	meaningful	differentiation	to	the	parent	brand	Chapter	10	-	Energize	the	Business	204	Strategic	Market	Management	7th	Edition	–	David	AakerWestin	hotel	chain	created	the	Heavenly	Bed	in	1999
It	was	a	custom-designed	mattress	set	wit	900	coils,	three	versions	of	the	cosy	blanket,	a	crisp	duvet,	three	sheets	of	exceptional	quality	and	five	goose	down	pillows	The	Heavenly	Bed	became	a	branded	differentiator	in	a	crowded	category	where	differentiation	is	a	challenge	–	it	offered	substantial	improvement	on	a	regular	bed	and	guaranteed	a
good	nights	sleep	During	the	first	year	of	its	life,	hotel	sites	offering	the	Heavenly	Bed	had	a	5%	increase	in	customer	satisfaction	As	with	all	branded	differentiators,	the	Heavenly	Bed	is	actively	managed	by	Westin	The	concept	has	been	expanded	to	include	Heavenly	Bath	–	custom	designed	showers	with	dual	shower	heads	The	Heavenly	Bed	and
Bath	are	available	to	purchase	from	the	Heavenly	Online	Catalogue,	and	every	year	700	guests	worldwide	purchase	a	Heavenly	Bed	after	staying	in	a	Westin	Hotel	Chapter	10	-	Energize	the	Business	205	VVT-I	Variable	Value	Timing—IntelligentToyota	VVT-i	VVT-I	Variable	Value	Timing—Intelligent	Chapter	10	-	Energize	the	Business	206	Branded
Programs	Chapter	10	-	Energize	the	Business	207	Co-Branded	DifferentiatorEdition	Chapter	10	-	Energize	the	Business	208	WestinWORKOUT	powered	by	ReebokCo-Branded	Differentiator	WestinWORKOUT	powered	by	Reebok	Chapter	10	-	Energize	the	Business	209	Growth	in	Existing	Product	MarketsIncreasing	Market	Share	Increasing	Product
Usage	Branded	Differentiators	Branded	Energizers	Chapter	10	-	Energize	the	Business	210	Strategic	Market	Management	7th	Edition	–	David	AakerBranded	Energizer	Subbrand	or	brand	that	energizes	and	enhances	a	parent	brand	Energizers	could	be:	Products	Promotion	Endorsers	Any	source	of	energy	attached	to	the	brand	Chapter	10	-	Energize
the	Business	211	Avon	Breast	Cancer	CrusadeBranded	Energizer	Avon	Breast	Cancer	Crusade																																																																																																																																																																																																									Chapter	10	-	Energize	the	Business	212	adidas	Streetball	ChallengeChapter	10	-	Energize	the	Business	213	Buick’s	Image
ChallengeChapter	10	-	Energize	the	Business	214	External	Branded	EnergizerTiger	Woods	Chapter	10	-	Energize	the	Business	215	Branded	Energizer	Tactical	EndorserExternal	Branded	Energizer	Tactical	Endorser	Long-term	commitment	Short-term	Part	of	brand	portfolio	Separate	brand	Affect	brand	equities	Enhance	sales	Chapter	10	-	Energize
the	Business	216	Branded	Differentiator—Is	part	of	an	offering	Branded	Energizer—	May	or	may	not	be	part	of	an	offering	Toyota	VVT-i	Chapter	10	-	Energize	the	Business	217	Key	Learnings	Increasing	product	usage	can	be	based	on	motivated	heavy	users	to	use	more,	make	the	use	easier	with	reduced	undesirable	consequences,	providing	usage
incentives,	reminder	communicator,	positioning	for	frequent	use	and	by	finding	a	new	use.	A	branded	differentiator	is	an	actively	managed	branded	feature,	ingredient	or	technology,	service	or	program	that	creates	a	meaningful,	impactful	point	of	differentiation	for	a	branded	offering	over	an	extended	time	period.	A	branded	energizer	is	a	branded
product,	promotion,	sponsorship,	symbol,	program,	or	other	entity	that	by	association	significantly	enhances	and	energizes	a	target	brand—the	branded	energizer	and	its	association	with	the	target	brand	is	actively	managed	over	an	extended	time	period.	Chapter	10	-	Energize	the	Business	218	219	Ancillary	Slides	Chapter	10	-	Energize	the	Business
220	“Many	of	the	failures	are	people	who	did	not	realize	how	close	to	success	they	were	before	they	gave	in.”	-	Thomas	Edison	Chapter	10	-	Energize	the	Business	221	what	remains	to	be	done.”“One	never	notices	what	has	been	done,	one	can	only	see	what	remains	to	be	done.”	-	Marie	Curie	Chapter	10	-	Energize	the	Business	222	“Where	there	is	no
wind,	row.”	-	Portuguese	proverbChapter	10	-	Energize	the	Business	223	Strategic	Market	Management	7th	Edition	–	David	AakerChapter	Eleven	Leveraging	the	Business	Copyright	©	2007	John	Wiley	&	Sons,	Inc.	All	rights	reserved.	Reproduction	or	translation	of	this	work	beyond	that	permitted	in	Section	117	of	the	1976	United	States	Copyright
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or	damages,	caused	by	the	use	of	these	programs	or	from	the	use	of	the	information	contained	herein.	224	Growth	Options	Which	assets	and	competencies	can	be	leveraged?What	brand	extensions	are	possible?	Can	the	scope	of	the	offering	be	expanded?	Do	viable	new	markets	exist?	225	Which	Assets	and	Competencies	Can	be	Leveraged?Marketing
Skills	Capacity	in	Sales	or	Distribution	Manufacturing	Skills	R&D	Skills	Achieving	Economies	of	Scale	226	Brand	Extensions	Does	the	brand	fit	the	new	product	context?Does	the	brand	add	value	to	the	offering	in	the	new	product	class?	Will	the	extension	enhance	the	brand	name	and	image?	227	Brand	Extension	Logic	Add	Value	Brand	New	Offering
Fit	Enhance	BrandFigure	11.1	228	New	Products	for	Existing	MarketsStrategic	Market	Management	7th	Edition	–	David	Aaker	New	Products	for	Existing	Markets	Expand	boundaries:	from	laundering	rags	to	maintaining	factories	From	salty	potatoe	chips	to	all	snacks	Explore	customer	use	context	229	New	Markets	for	Existing	ProductsStrategic
Market	Management	7th	Edition	–	David	Aaker	New	Markets	for	Existing	Products	Expanding	Geographically	Expanding	into	New	Market	Segments	Distribution	Channel	Age	Home	vs.	Office	230	Growth	Options	Which	assets	and	competencies	can	be	leveraged?What	brand	extensions	are	possible?	Can	the	scope	of	the	offering	be	expanded?	Do
viable	new	markets	exist?	231	Evaluating	Business	Leveraging	OptionsStrategic	Market	Management	7th	Edition	–	David	Aaker	Evaluating	Business	Leveraging	Options	Is	the	product-market	Attractive?	Is	the	core	business	successful?	Can	the	core	business	be	transferred	to	the	new	product-market?	How	much	of	a	stretch	is	it?	Will	the	new	business
be	successful,	become	a	market	leader?	Is	the	leverage	strategy	repeatable?	Question:	If	the	criteria	are	clear,	why	do	so	may	new	businesses	fail?	What	judgments	go	wrong?	232	Strategic	Market	Management	7th	Edition	–	David	AakerThe	Mirage	of	Synergy	Potential	Synergy	Does	not	Exist	Potential	Synergy	Exists	But	is	Unattainable	Potential
Synergy	is	Overvalued	233	Key	Learnings	Leveraging	assets	and	competencies	involves	identifying	them	and	creatively	determining	in	what	business	areas	they	might	be	able	to	contribute.	Brand	extensions	should	both	help	and	be	enhanced	by	the	new	offering,	in	addition	to	being	perceived	to	have	a	fit	with	it.	The	business	can	be	leveraged	by
introducing	new	products	to	the	market	or	expanding	the	market	for	the	existing	products.	In	doing	so,	the	new	product	market	should	be	attractive,	be	accessible	to	the	business	with	its	current	assets	and	competencies,	and	have	access	to	the	needed	resources	to	be	successful.	Entering	a	new	product	market	is	risky,	as	the	new	offering	might	lack
market	acceptance	or	needed	resources.	Success	likelihood	goes	up	if	the	core	business	is	healthy,	if	the	new	product	market	is	attractive	(competitors	will	be	profitable),	if	the	business	model	is	repeatable,	and	if	market	leadership	is	possible.	Synergy	can	be	a	mirage.	Too	often,	it	does	not	exist,	or	it	exists	but	is	unattainable	or	overvalued.	234
Strategic	Market	Management	7th	Edition	–	David	Aaker	235	Strategic	Market	Management	7th	Edition	–	David	AakerAncillary	Slides	236	Strategic	Market	Management	7th	Edition	–	David	Aaker“Results	are	gained	by	exploiting	opportunities,	not	be	solving	problems.”	-	Peter	Drucker	237	Strategic	Market	Management	7th	Edition	–	David
Aaker“The	more	opportunities	I	seize,	the	more	opportunities	multiply	before	me.”	-	Sun	Tzu	238	“The	most	dangerous	moment	comes	with	victory.”-	Napoleon	239	Strategic	Market	Management	7th	Edition	–	David	AakerChapter	Twelve	Creating	New	Businesses	Copyright	©	2007	John	Wiley	&	Sons,	Inc.	All	rights	reserved.	Reproduction	or
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only	and	not	for	distribution	or	resale.	The	Publisher	assumes	no	responsibility	for	errors,	omissions,	or	damages,	caused	by	the	use	of	these	programs	or	from	the	use	of	the	information	contained	herein.	240	The	New	Business	Change	what	the	customer	is	buyingTransformational	innovation	Different	business	strategy	including	new	assets	&
competencies	241	Blue	vs.	Red	Oceans	New	market	space	Create	demandMake	competitors	irrelevant	Create	new	strategy	Transformational	innovation	High	risk-high	return	Existing	market	space	Beat	competitors	Improve	market	share	Improve	existing	strategy	Incremental	innovation	Lower	risk	242	Barriers	to	Long-Term	Success	of	Improving
Existing	BusinessesCompetitors	response	–	fast	and	vigorous	Hard	to	hide	incremental	innovations	Market	dynamics	–	easy	to	get	behind/less	relevant	Overcapacity	243	The	Innovator’s	AdvantageCompetitors	inhibited	from	responding	Fear	cannibalization	Fear	taking	eye	off	existing	business	Competitors	unable	to	respond	Lack	assets,
competencies,	culture	etc.	Innovator	can	create	customer	loyalty	&	authenticity	244	Early	Market	Leaders	StrategyEnvision	the	Mass	Market	Managerial	Persistence	Financial	Commitment	Relentless	Innovation	Asset	Leverage	245	Managing	Category	PerceptionsFocus	at	outset	on	attributes	and	functional	benefits	Labels	help	define	the	category—
use	them.	Make	your	brand	the	exemplar	(the	best	example	of	the	new	category)	246	Creating	New	Business	ArenasStrategic	Market	Management	7th	Edition	–	David	Aaker	Creating	New	Business	Arenas	Creating	a	dramatically	lower	price	point	Analyze	alternative	industries	From	components	to	systems	Customer	insights	Market	trends



Collaborative	process	247	Strategic	Market	Management	7th	Edition	–	David	AakerFrom	Ideas	to	Market	Fatal	Biases	Inhibiting	New	Business	Creation	The	short-term	financial	pressure	curse	The	curse	of	success	The	incumbent	curse	The	commitment	curse	The	size	curse	Making	New	Business	Viable	in	Established	Organizations	248	Key	Learnings
In	general,	above-average	earnings	come	from	new	business	arenas,	and	those	attempting	to	excel	in	existing	business	arenas	on	average	do	less	well	financially.	A	business	can	vary	in	its	“newness”	depending	on	how	much	it	departs	from	existing	businesses	in	terms	of	value	proposition,	target	market,	assets	and	competencies	employed,	and	how	it
defines	what	a	customer	is	buying.	An	innovator	has	an	advantage	because	it	can	build	up	a	core	loyal	customer	segment	and	because	competitors,	committed	to	their	own	business,	may	lack	the	motivation	and	capability	to	respond.	Successful	market	leaders	envision	a	mass	market,	are	persistent,	make	a	commitment,	continue	to	innovate,	leverage
firm	assets,	and	manage	category	perception.	249	Key	Learnings	Transformational	new	business	arenas	can	be	based	on	offering	a	dramatically	lower	price	point,	analyzing	alternative	industries	to	find	white	space,	offering	systems	rather	than	components	building	on	customer	insights	or	market	trends,	and	by	collaborating	with	other	people	and
firms.	Established	firms	tend	to	be	focused	on	their	own	business	and	regard	new	ventures	as	a	distraction	that	is	unlikely	to	help	their	financials	and	may	make	them	worse.	To	overcome	these	biases	they	need	to	create	a	space	for	entrepreneurial	initiatives	and	a	mechanism	that	ensures	new	ventures	will	get	the	resources	they	need.	250	Strategic
Market	Management	7th	Edition	–	David	Aaker	251	Strategic	Market	Management	7th	Edition	–	David	AakerAncillary	Slides	252	Strategic	Market	Management	7th	Edition	–	David	Aaker“The	most	effective	way	to	cope	with	change	is	to	help	create	it.”	-	I.W.	Lynett	253	Strategic	Market	Management	7th	Edition	–	David	Aaker“Only	the	paranoid
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caused	by	the	use	of	these	programs	or	from	the	use	of	the	information	contained	herein.	Chapter	13	-	Global	Strategies	256	Global	Strategy	MotivationsBrand	Associations	Access	Low-Cost	Labor/Materials	Obtaining	Scale	Economies	Global	Strategies	Access	National	Investment	Incentives	Access	Strategically	Important	Markets	Dodge	Trade
Barriers	Cross-	Subsidization	Figure	13.1	Chapter	13	-	Global	Strategies	257	Effective	Global	Brand	ManagementPlanning	System	Effective	Global	Brand	Management	Organizational	Entity	to	Create	Cross-Country	Synergy	Global	Brand	Communication	System	System	to	Create	Brand-Building	Brilliance	Figure	13.2	Chapter	13	-	Global	Strategies	258
Motivations	for	Strategic	AlliancesGenerate	scale	economies	Gain	access	to	strategic	markets	Overcome	trade	barriers	Fill	out	a	product	line	to	serve	market	niches	Gain	access	to	a	needed	technology	Use	excess	capacity	Gain	access	to	low-cost	manufacturing	capabilities	Access	a	name	or	customer	relationship	Reduce	the	investment	required
Chapter	13	-	Global	Strategies	259	Key	Learnings	A	global	strategy	considers	and	exploits	interdependencies	between	operations	in	different	countries.	Among	the	motivations	driving	globalization	are	obtaining	scale	economies,	accessing	low-cost	labor	or	materials,	taking	advantage	of	national	incentives	to	cross-subsidize,	dodging	trade	barriers,
accessing	strategic	markets,	enhancing	firm	innovation,	and	creating	global	associations.	Companies	successful	at	expanding	their	global	footprint	usually	had	a	strong	core	market,	a	repeatable	expansion	formula,	customer	differentiation	that	travels,	and	an	understanding	of	local	vs.	global	scale.	A	brand	with	extensive	commonalities	across
countries	can	potentially	yield	economies	of	scale,	enhanced	effectiveness	because	of	better	resources	involved,	cross-market	exposure,	and	more	effective	brand	management.	Chapter	13	-	Global	Strategies	260	Key	Learnings	The	selection	of	a	country	to	enter	should	involve	an	analysis	of	the	attractiveness	of	the	market	and	the	ability	of	the	firm	to
succeed	in	that	market.	A	standardized	brand	is	not	always	optimal.	Economies	of	scale	may	not	exist,	the	discovery	of	a	global	strategy	(even	assuming	it	exists)	may)	be	difficult,	or	the	context	(for	example,	different	market	share	positions	or	brand	images)	may	make	such	a	brand	impractical.	Global	brand	management	needs	to	include	a	global
brand	communication	system,	a	global	brand	planning	system,	a	global	management	structure,	and	a	system	to	encourage	excellence	in	brand	building.	The	brand	group	can	operate	under	a	command-and-control,	service	provider,	consultative,	or	facilitator	style.	Strategic	alliances	(long-term	collaboration	leveraging	the	strengths	of	two	or	more
organizations	to	achieve	strategic	goals)	can	enable	an	organization	to	overcome	a	lack	of	a	key	success	factor,	such	as	distribution	or	manufacturing	expertise.	A	key	to	the	long–term	success	of	strategic	alliances	is	that	each	partner	contributes	assets	and	competencies	over	time	and	obtains	strategic	advantages.	Chapter	13	-	Global	Strategies	261
262	Ancillary	Slides	Chapter	13	-	Global	Strategies	263	“Most	managers	are	nearsighted“Most	managers	are	nearsighted.	Even	though	today’s	competitive	landscape	often	stretches	to	a	global	horizon,	they	see	best	what	they	know	best:	the	customers	geographically	closest	to	home.”	-	Kenichi	Ohmae	Chapter	13	-	Global	Strategies	264	“A	powerful
force	drives	the	world	toward	a	converging	commonality,	and	that	force	is	technology.	The	result	is	a	new	commercial	reality	—	the	emergence	of	global	markets	for	standardized	consumer	products	on	a	previously	unimagined	scale	of	magnitude.”	-	Theodore	Levitt	Chapter	13	-	Global	Strategies	265	“My	ventures	are	not	in	one	bottom	trusted,	nor	to
one	place.”-	William	Shakespeare	The	Merchant	of	Venice	Chapter	13	-	Global	Strategies	266	“The	most	important	lesson	you	can	learn	from	winning	is	that	you	can-	Dave	Weinbaum	Chapter	13	-	Global	Strategies	267	“All	business	depends	upon	men	fulfilling	their	responsibilities.”-	Mahatma	Gandhi	Chapter	13	-	Global	Strategies	268	Chapter
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the	information	contained	herein.	Chapter	14	–	Setting	Priorities	for	Businesses	and	Brands	269	(Ratios	of	Share-to-Share	of	Largest	Competitor)The	Growth-Share	Matrix	R&D	Stars	Problem	Children	Cash	Cows	Dogs	High	Market	Growth	Rate	Low	High	Low	Competitive	Position	(Ratios	of	Share-to-Share	of	Largest	Competitor)	Figure	14.1	Chapter
14	–	Setting	Priorities	for	Businesses	and	Brands	270	The	Market	Attractiveness-Business	Position	MatrixStrategic	Market	Management	7th	Edition	–	David	Aaker	The	Market	Attractiveness-Business	Position	Matrix	Market	Attractiveness	Business	Position	High	Medium	Low	Invest/	Grow	Selective	Investment	Harvest/	Divest	Figure	14.2	Chapter	14	–
Setting	Priorities	for	Businesses	and	Brands	271	Evaluating	Ability	to	CompeteOrganization	Growth	Share	by	Segment	Customer	Loyalty	Margins	Distribution	Technology	Skills	Patents	Marketing	Flexibility	Figure	14.2	Chapter	14	–	Setting	Priorities	for	Businesses	and	Brands	272	Evaluating	Market	AttractivenessStrategic	Market	Management	7th
Edition	–	David	Aaker	Evaluating	Market	Attractiveness	Size	Growth	Customer	Satisfaction	Levels	Competition:	Quantity,	Types,	Effectiveness,	Commitment	Price	levels	Profitability	Technology	Governmental	regulations	Sensitivity	to	Economic	Trends	Figure	14.2	Chapter	14	–	Setting	Priorities	for	Businesses	and	Brands	273	The	Strategic	Brand
Consolidation	ProcessBrand	Assessment	Brand	Equity	Business	Strength	Strategic	Fit	Prioritize	the	Brands	Strategic	Brand	Brands	with	specialized	roles	Cash	cow	role	Eliminate	On-notice	Develop	the	Revised	Brand	Portfolio	Strategy	Design	and	Implement	the	Migration	Strategy	Figure	14.3	Chapter	14	–	Setting	Priorities	for	Businesses	and	Brands
274	Key	Learnings	The	exit	decision,	even	though	it	is	psychologically	and	professionally	painful,	can	be	healthy	both	for	the	firm	because	it	releases	resources	to	be	used	elsewhere,	but	even	for	the	divested	business,	which	might	thrive	in	a	different	context.	A	milking	or	harvest	strategy	(generating	cash	flow	by	reducing	investment	and	operation
expenses)	works	when	the	involved	business	is	not	crucial	to	the	firm	financially	or	synergistically.	For	milking	to	be	feasible,	though,	sales	must	decline	in	an	orderly	way.	Prioritizing	and	trimming	the	brand	portfolio	provides	another	perspective	on	prioritizing	businesses,	even	clarify	brand	offerings,	and	can	remove	the	paralysis	of	not	being	able	to
brand	new	offerings.	A	five-step	prioritization	process	involves	identifying	the	relevant	brand	set,	assessing	the	brands,	prioritizing	brands,	creating	a	revised	brand	portfolio	strategy,	and	designing	a	transition	strategy.	Chapter	14	–	Setting	Priorities	for	Businesses	and	Brands	275	276	Ancillary	Slides	Chapter	14	–	Setting	Priorities	for	Businesses
and	Brands	277	“There	is	nothing	so	useless	as	doing	efficiently	that	which	should	not	be	done	at	all.”-	Peter	Drucker	Chapter	14	–	Setting	Priorities	for	Businesses	and	Brands	278	“If	you	want	to	succeed,	double	your	failure	rate.”Thomas	Watson	founder,	IBM	Chapter	14	–	Setting	Priorities	for	Businesses	and	Brands	279	“Anyone	can	hold	the	helm
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caused	by	the	use	of	these	programs	or	from	the	use	of	the	information	contained	herein.	Chapter	15	-	Organizational	Issues	281	A	Framework	for	Analyzing	OrganizationsPeople	Structure	Systems	Culture	External	Analysis	Strategy	Internal	Analysis	Performance	Figure	15.1	Chapter	15	-	Organizational	Issues	282	Organizational	CultureShared
Values	Norms	of	Behavior	Organizational	Culture	Symbols	and	Symbolic	Action	Figure	15.2	Chapter	15	-	Organizational	Issues	283	Obtaining	Information	about	Organizational	ComponentsStructure	What	is	the	organization’s	structure?	How	decentralized	is	it?	What	are	the	lines	of	authority	and	communication?	What	are	the	roles	of	task	forces,
committees,	or	similar	mechanisms?	Figure	15.3	Chapter	15	-	Organizational	Issues	284	Obtaining	Information	about	Organizational	ComponentsSystems	How	are	budgets	set?	What	is	the	nature	of	the	planning	system?	What	are	the	key	measures	used	to	evaluate	performance?	How	does	the	accounting	system	work?	How	do	product	and
information	flow?	Figure	15.3	Chapter	15	-	Organizational	Issues	285	Obtaining	Information	about	Organizational	ComponentsPeople	What	are	the	skills,	knowledge,	and	experience	of	the	firm’s	employees?	What	is	their	depth	and	quality?	What	are	the	employees’	expectations?	What	are	their	attitudes	toward	the	firm	and	their	jobs?	Figure	15.3
Chapter	15	-	Organizational	Issues	286	Obtaining	Information	about	Organizational	ComponentsCulture	Are	there	shared	values	that	are	visible	and	accepted?	What	are	these	shared	values	and	how	are	they	communicated?	What	are	the	norms	of	behavior?	What	are	the	significant	symbols	and	symbolic	activities?	What	is	the	dominant	management
style?	How	is	conflict	resolved?	Figure	15.3	Chapter	15	-	Organizational	Issues	287	Obtaining	Information	about	Organizational	ComponentsStrategy	Where	would	the	new	strategy	fit	into	the	organization?	Would	the	systems	and	culture	support	the	new	strategy?	What	organizational	changes	would	be	required	for	the	new	strategy	to	succeed?	What
impact	would	these	changes	have?	Are	they	feasible?	Figure	15.3	Chapter	15	-	Organizational	Issues	288	Hit	Industries	Drillers—find	new	ideas/productsPumpers—produce	the	product/service	Distributors—marketing	and	distribution	How	can	these	three	co-habit	the	same	organization?	Chapter	15	-	Organizational	Issues	289	The	CMO—On	Getting
TractionGet	the	CEO	on	Board	Get	the	right	people	Cross-silo	teams	Get	easy	wins	Be	facilitator/consultant	Engage	the	business	units	Deliver	excellence	Balance	central	opportunities	with	local	needs	Chapter	15	-	Organizational	Issues	290	Overview	of	Strategic	Market	ManagementChapter	15	-	Organizational	Issues	291	Strategic	Market
Management	7th	Edition	–	David	AakerA	Business	Strategy	Where	to	Compete	The	product-market	investment	decision	A	Business	Strategy	How	to	Compete	Value	Assets	&	Function	area	proposition	competencies	strategies	and	programs	Chapter	15	-	Organizational	Issues	292	Overview	of	Strategic	Market	ManagementExternal	Analysis	Customer
Analysis	Competitor	Analysis	Market/submarket	Analysis	Environmental	Analysis	Internal	Analysis	Performance	Analysis	Determinants	of	strategic	options	Strategic	Analysis	Outputs	Strategy	Identification,	Selection,	and	Implementation	Chapter	15	-	Organizational	Issues	293	Strategy	Development:	A	Discussion	AgendaCustomer	Analysis	Who	are
the	major	segments?	What	are	their	motivations	and	unmet	needs?	Figure	16.5	Chapter	15	-	Organizational	Issues	294	Strategy	Development:	A	Discussion	AgendaCompetitor	Analysis	Who	are	the	existing	and	potential	competitors?	What	strategic	groups	can	be	identified?	What	are	their	sales,	share,	and	profits?	What	are	the	growth	trends?	What
are	their	strengths,	weaknesses,	and	strategies?	Figure	16.5	Chapter	15	-	Organizational	Issues	295	Strategy	Development:	A	Discussion	AgendaMarket	Analysis	How	attractive	is	the	market	or	industry	and	its	submarkets?	What	are	the	forces	reducing	profitability	in	the	market,	entry	and	exist	barriers,	growth	projections,	cost	structures,	and
profitability	prospects?	What	are	the	alternative	distribution	channels	and	their	relative	strengths?	What	industry	trends	are	significant	to	strategy?	What	are	the	current	and	future	key	success	factors?	Figure	16.5	Chapter	15	-	Organizational	Issues	296	Strategy	Development:	A	Discussion	AgendaEnvironmental	Analysis	What	environmental	threats,
opportunities,	and	trends	exist?	What	are	the	major	strategic	uncertainties	and	information	need	areas?	What	scenarios	can	be	conceived?	Figure	16.5	Chapter	15	-	Organizational	Issues	297	Strategy	Development:	A	Discussion	AgendaInternal	Analysis	What	are	our	costs,	strategy,	performance,	points	of	differentiation,	strengths,	weaknesses,
strategic	problems	and	culture?	What	is	our	existing	business	portfolio?	What	has	been	our	level	of	investment	in	our	various	product	markets?	Figure	16.5	Chapter	15	-	Organizational	Issues	298	Strategy	Development:	A	Discussion	AgendaProduct	market	investment—exit,	milk,	maintain,	grow/enter	What	assets	and	competencies?	How	can	they	be
developed,	maintained,	leveraged?	What	value	proposition?	What	functional	strategies?	Chapter	15	-	Organizational	Issues	299	Why	Strategic	Market	Management?Strategic	Market	Management	7th	Edition	–	David	Aaker	Why	Strategic	Market	Management?	Precipitate	the	consideration	of	strategic	choices.	Help	a	business	cope	with	change.	Force
a	long-range	view.	Make	visible	the	resource	allocation	decision.	Aid	strategic	analysis	and	decision	making.	Provide	a	strategic	management	and	control	system.	Provide	both	horizontal	and	vertical	communication	and	coordination	systems.	Chapter	15	-	Organizational	Issues	300	Key	Learnings	Four	key	organizational	components	are	structure,
systems,	people,	and	culture.	All	must	be	in	sync	with	each	other	and	with	the	business	strategy.	The	fit	between	components	is	illustrated	by	the	hit-	industry	topology,	which	contrasts	the	functions	of	drillers	(who	develop	products),	pumpers	(who	focus	on	production),	and	distributors	(who	specialize	in	marketing	and	distribution).	Organizational
structure	defines	the	lines	of	authority	and	communication	and	can	vary	in	the	degree	of	centralization	and	formality	of	communication	channels.	Chapter	15	-	Organizational	Issues	301	Key	Learnings	Management	systems	–	including	budgeting	and	accounting,	information,	measurement	and	reward,	and	planning	–	can	all	influence	strategy
implementation.	People	profiles	and	their	motivation	provide	the	bases	of	competencies	needed	to	support	SCAs.	Because	organizational	culture	–	which	involves	shared	values,	norms	of	behavior,	symbols,	and	symbolic	activities	–	is	difficult	to	change,	the	fit	between	culture	and	strategy	is	particularly	important.	New	corporate	CMOs	hired	to
simulate	growth	and	synergy	often	struggle	but	eight	paths	to	gaining	traction	can	help.	Chapter	15	-	Organizational	Issues	302	303	Ancillary	Slides	Chapter	15	-	Organizational	Issues	304	“All	progress	is	initiated	by	challenging	current	conceptions	and	executed	by	supplanting	existing	institutions.”	-	George	Bernard	Shaw	Chapter	15	-
Organizational	Issues	305	“Structure	follows	strategy.”-	Alfred	Chandler,	Jr.	Chapter	15	-	Organizational	Issues	306	“Those	that	implement	the	plans	must	make	the	plans.”-	Patrick	Hagerty,	Texas	Instruments	Chapter	15	-	Organizational	Issues	307	“There	is	nothing	more	requisite	in	business	than	dispatch.”-	John	Addison	Chapter	15	-	Organizational
Issues	308	“This	report,	by	its	very	length,	defends	itself	against	the	risk	of	being	read.”-	Winston	Churchill	Chapter	15	-	Organizational	Issues	309	“If	I	had	to	sum	up	in	one	word	what	makes	a	good	manager,	I’d	say	decisiveness.	You	can	use	the	fanciest	computers	to	gather	the	numbers,	but	in	the	end	you	have	to	set	a	timetable	and	act.”	-	Lee
Iacocca	Chapter	15	-	Organizational	Issues
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