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Preface

Elsevier Butterworth-Heinemann’s principal book on marketing planning
is Marketing Plans: How to prepare them, how to use them (2002, 5th edn).

This latest book in the series is in recognition of the growing importance
of the service sector in Western economies and of the significant differ-
ences between product and service marketing.

The world of services marketing has changed dramatically during the past
five years. The easy, high-growth markets have been replaced by mature,
low-growth demand patterns that have forced suppliers to question their
erstwhile successful business models, such as, for example, those that con-
sisted largely of making ‘products” and selling them to intermediaries, who
magically got rid of them somehow to an unsophisticated general public
who were in awe (or ignorance) of complicated products such as pensions.

Today, however, there is in Europe a situation of government regula-
tion, oversupply, and more importantly, a sophisticated consumer who
has been empowered by the Internet. This has forced service providers to
pay attention for the first time to the needs of the consumers of their ser-
vices. This means that they have been forced to pay attention to marketing.

The original text, Marketing Plans: How to prepare them, how to use them,
has sold over a quarter of a million copies around the world. It is recom-
mended that this latest text be used in conjunction with the original text
by those working within the service sector. Taken together, the two books
represent an extremely powerful contribution to understanding the
domain of marketing planning, which has its own special challenges.

The two authors work with many of the world’s leading service organ-
izations in their role as professors of marketing at one of Europe’s most
prestigious business schools. We have sought to combine the experience
of Europe’s first full-time professor of services marketing (Adrian Payne)
with the acknowledged leadership of Cranfield University in the domain
of marketing planning (Malcolm McDonald) to produce a unique text for
those who are faced with the special challenge of producing world-class
marketing plans for services where there are no tangible products.

The approaches outlined in this book have been used extensively by us
in a large number of services organizations.

We believe you will find, in the pages of this book, the answer to the
challenge of creating marketing plans that produce significantly improved
bottom-line results.

We gratefully acknowledge the help of Margrit Bass with the develop-
ment of this book.

Malcolm McDonald
Adrian Payne
Cranfield University
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The structure of this book
and how to use it

This book consists of twelve chapters, some examples of marketing plans
and a glossary of terms used in marketing planning.

Chapter 1 provides a broad view of marketing as it relates to services. It
describes the marketing concept and some misunderstandings about
marketing.

Chapter 2 considers the nature of services and relationship marketing.

Chapter 3 provides an overview of the four key phases of the marketing
planning process.

Chapter 4 looks at the barriers that can prevent a service organization
being successful in introducing marketing planning.

Chapters 5 to 10 provide a detailed examination of each of the four
phases in the marketing planning process and an explanation of the
frameworks and techniques which are useful in undertaking these
tasks.

Chapter 11 examines some of the key organizational aspects relating to
marketing planning. These issues, although not directly part of the mar-
keting planning process itself, have an important and profound impact on
its ultimate effectiveness. Here we discuss the role of marketing intelli-
gence systems; market research; to what extent the introduction of mar-
keting planning is appropriate at the different stages of development of an
organization; and finally, the issue of how a service organization can
develop or improve its marketing orientation.

Chapter 12 provides structures for a three-year strategic marketing
plan, a one-year detailed marketing plan and a headquarters consolidated
plan of several strategic businesses unit (SBU) strategic marketing plans.
These structures will help with implementing the processes and frame-
works outlined earlier in this book. Also, in Examples, are a number of
marketing plans which illustrate what strategic marketing plans actually
look like in different types of service organizations.

For those readers who are new to marketing planning, it will be
beneficial to skim-read Chapter 11 and the marketing plans in the
examples before starting at Chapter 1.

Those readers who have read widely on the services sector and are
familiar with the services marketing literature can start at Chapter 3.

We suggest that all readers should undertake a close examination of the
process aspects in the text, covered in Chapters 5 to 10. We also recom-
mend that Chapter 9 is read thoroughly as, although not directly about the
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marketing planning process, it addresses many of the issues which are
critical to successful implementation of a marketing planning system.

However, it should be recognized that a little learning is a dan-
gerous thing. While Chapter 12 and the examples of marketing
plans provide a clear overview as to how a marketing plan is
structured, we advise a thorough examination of the detailed dis-
cussion of each of the key steps. For those seriously interested in
either initiating marketing planning or in improving the quality
of their marketing planning, we strongly recommend them to
study the whole book before attempting to use any of the sys-
tems and plans provided at the back of the book.

Finally, we have provided references for statements made in the text,
but in order to make this book easier to read, we have included these at the
end of the book rather than at the end of each chapter.

Best of luck — and happy and profitable marketing planning.
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1 Marketing and services*

The growing importance of the service sector

Since the Second World War, Western Europe has seen a steady and unre-
lenting decline in its traditional manufacturing industries. Their place has
been taken by numerous service-based enterprises, who were quick to
spot the opportunities created by both organizational needs and by the
increased personal affluence and the consequent raised lifestyle expect-
ations of the population.

So successful has been this transition from an essentially industrial
society that today more than 70 per cent of most Western econ-
omies are now in the service sector, whether measured in terms of
income or numbers employed.

This shift in emphasis has been so pronounced that some observers refer
to it as the ‘second industrial revolution’. As individuals spend greater
proportions of their income on travel, entertainment and leisure, postal
and communication services, restaurants, personal health and grooming and
the like, so has the service sector responded by creating businesses and
jobs. In addition, the growing complexity of banking, insurance, invest-
ment, accountancy and legal services has meant that these areas of activity
showed a similar inclination to expand, in terms of their impact on the
economy as a whole.

Although there is a realization that it is essential for a country to have
some kind of industrial base, there is little to suggest that this trend
towards the service sector is slowing down.

Indeed, the manufacturing industry itself is showing a greater
propensity to subcontract out a wide range of service-related
activities which at one time were carried out in-house.

For example, outsourcing is continuing to increase in areas such as clean-
ing, catering, recruitment, deliveries, computer services, advertising, train-
ing, market research and product design. These are all areas where it has
been found that external specialists can provide a cost-effective alternative to

*If readers want to immediately review a detailed step-by-step process for producing stra-
tegic and tactical marketing plans for service businesses, please go straight to Chapter 12.
We do strongly recommend, however, that readers start at Chapter 1.

The service-led ‘second
industrial revolution’



2 Marketing Plans for Service Businesses

Marketing has not yet
stormed the citadels
of many service
organizations

a company’s own staff. More and more companies are choosing to contract-
out for specialist services and concentrate attention on their core activities.

Service businesses and marketing effectiveness

For many years business schools and consultancy firms have emphasized
how important it is for companies to develop a marketing orientation. At
first sight this message would appear to have hit home, because today
many companies claim to be market-led and customer-focused. However,
from our position of working with senior managers and marketing staff
from a wide range of companies, we can see that this so-called ‘marketing
orientation” has, for most of them, not been accomplished.

There is more emphasis on rhetoric than actions. In fact, we esti-
mate that less than one service organization in five has a deep
understanding of its customer base and an effective strategic
marketing plan based on this understanding.

One of the major UK banks recruited hundreds of consumer-goods
trained marketing personnel, yet still has no observable differential advan-
tage in any of its operations. It is clear that such organizations have confused
marketing orientation with selling and promotion. The result is that they
have merely succeeded in creating a veneer and a vocabulary of marketing.

Research by the authors into marketing effectiveness across a variety of
service organizations suggests that many of the companies studied oper-
ated well below their potential marketing effectiveness.

With organizations paying only lip-service to being marketing-
oriented, the results suggest a dramatic need for improvement in
marketing effectiveness.

What is clear is that many service companies are misdirecting their ener-
gies and resources and thereby are failing to create competitive advantage
and capitalize on market opportunities.

The purpose of this book

This book sets out to demonstrate how service businesses and other service
organizations can formulate strategic marketing plans which contribute to
the creation of competitive advantage. It focuses on how world-class strategic
marketing plans should be developed, as this process results in an output —
a plan — which encapsulates the resulting objectives, strategies and actions.!
It examines the marketing planning process in some detail and shows how
successful companies tackle its difficult elements. Where necessary, relevant
marketing theory, techniques, and research results are introduced so that the
reader can better understand the implications of taking particular actions at
various stages of the process. In addition, it is important to consider the
demands a new approach to planning places on the organization.
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For marketing planning to take root, not only must new skills be
learned, but often new attitudes have to accompany them. Indeed,
many of the barriers that hamper the acceptance of marketing
planning can be attributed to outmoded or inappropriate organ-
izational behaviour.

The purpose of this opening chapter is briefly to examine the marketing
concept and explore to what extent the marketing of services differs from
the marketing of products. We will also look at the diverse range of ser-
vices in terms of establishing some threads of ‘commonality’. In doing
this, it makes it possible for the service manager to learn from other com-
panies who may not necessarily be in the same business field.

This chapter will also develop reasons why the service marketer must
formulate an enlarged and more sophisticated marketing mix than has
traditionally been the case, and why focusing solely on customer markets
will not prove to be enough for a guaranteed long-term marketing success.

The marketing concept

The central idea of marketing is to match the organization’s capabilities with | Marketing as a source of
the needs of customers in order to achieve the objectives of both parties. If competitive advantage
this matching process is to be achieved, then the organization has to develop
strengths, either from the nature of the services it offers or from the way it
exploits these services, in order to provide customer satisfaction.
Since very few companies can be equally competent at providing a ser-
vice for all types of customers, an essential part of this matching process is
to identify those groups of customers whose needs are most compatible
with the organization’s strengths and future ambitions. It must be recog-
nized that the limitations imposed by an organization’s resources, and the
unique make-up of its management skills, make it impossible to take
advantage of all market opportunities with equal facility. Companies who
fail to grasp this fundamental point, which lies at the heart of marketing,
are courting commercial disaster.
This matching process is further complicated in that it takes place in a The matching process
business environment which is never stable for any length of time. External v rffrgg"?ateg by the
X T ging business
factors continue to have a major impact on the company’s attempts to suc- environment
ceed. For example, new competitors might enter the business, existing
ones may develop a better service, government legislation may change
and as a result alter the trading conditions, new technology may be
developed which weakens their current skills base — the possibilities are
almost endless. However, not every external factor will pose a threat. Some
environmental developments will undoubtedly provide opportunities.
Figure 1.1 provides a visual summary of the matching process, which is
the essence of marketing. As it shows, the environment has an impact not
only on the matching process, but also on the “players’. So, for example,
local labour conditions might limit the company in recruiting a workforce
with the appropriate skill levels. Equally, changed levels of unemploy-
ment can have a drastic impact on customer demand, making it either
much greater or much less.
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Figure 1.1
Marketing: a
matching process

In the long run,
customers always
have the final say

Marketing should not
be confused with sales

Marketing should not
be confused with
advertising

4' Positive environmental factors li

Service
organization
capabilities

MATCHING Customer
PROCESS wants

4| Negative environmental factors li

Misunderstandings about marketing

One of the biggest areas of misunderstanding is that concerned with cus-
tomer wants. Many people, unfortunately some of them in marketing,
have a naive concept of customers. They see customers as people, or
organizations, who can be manipulated into wanting things that they do
not really need.

However, commercial life is not really that simple. Customers are not
prepared to act so unthinkingly at the request of the supplier, as evidenced
by a very high proportion of new products and services that fail to make
any impact in the marketplace. All the evidence suggests that it would be
foolish to deny that the customer, in the end, always has the final say.
Moreover, customers invariably have a choice to make about how they
satisfy their particular requirements.

In the final analysis, they will choose those services that they per-
ceive to offer the benefits they seek, at the price they can afford.

Another area of misunderstanding is the confusion of marketing with
sales. Some ill-informed organizations actually believe that marketing is
the new word for what was previously called sales. Others perceive mar-
keting to be a mere embellishment of the sales process. That such com-
panies exist is a sad reflection on the standard of management and suggests
that marketing education has been less than effective. By failing to recog-
nize that marketing is designed to provide a longer-term strategic,
customer-driven orientation rather than a short-term tactical triumph,
such an organization is certain to under-achieve. Not surprisingly, the
chief executive of one such company was overheard to say: “There is no
place for marketing in this company until sales improve!’

A similar misunderstanding occurs which confuses marketing with
advertising. Here, gloss is seen as the magic formula to win business.
However, without integrating advertising into an overall strategic
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marketing plan, hard-earned budgets can be completely wasted. Throwing
advertising funds at a problem is no way to resolve an underlying issue
which might have its roots in the fact that the service on offer has been
superseded by another superior offer.

Another misconception is that it is enough to have a high-quality ser- Marketing should not
vice or product to succeed. Sadly, this has proved not to be the case time e confused with
R . . . having a good service
and time again. No matter how good the service or product, unless it is or product
appropriately priced and promoted it will not make any lasting impact.
The final area of confusion, and one to which we will return in more detail Marketing should not
later, is to think that marketing is synonymous with customer service. With be confused with
customer service

misguided enthusiasm, many organizations subscribing to this belief have
rushed into organizing ‘customer service” programmes for their staff.

Had they bothered to find out what their customers really wanted,
perhaps they would have responded differently.

Train passengers might have travelled in less dirty and cramped condi-
tions, and might have arrived at their destination on time more frequently.
Those using banks might have found them open at more convenient times,
and with more than one cashier on duty during the busy lunch period (the
only time working customers can get there!). Instead, customers have been
treated to cosmetic ‘smile campaigns’, where, regardless of their treatment,
they were thanked for doing business with the supplier and encouraged to
‘have a nice day’. Most people can recall an incident of this nature.

This is not to say that ‘customer care” programmes are not important.
What we contend is that unless the core service and the associated intan-
gibles are right such programmes will fail. Such programmes ought to be
part of the overall integrated set of marketing activities, not a substitute for
them. The warning signs are there for those who care to look for them.

One US study showed that, while 77 per cent of service industry
companies had some form of customer service programme in oper-
ation, less than 30 per cent of chief executives in these companies
believed that it had any significant impact on profit performance.

A definition of marketing’

Before outlining the nature of services marketing, we need to move from
what we have described as the marketing concept to a meaningful defin-
ition of marketing which will be used as the basis for this book.?

Marketing is a specialist function, just like HR, or Logistics, or IT, or
Finance, or Manufacturing, and Business Schools and marketing practi-
tioners really must stop the trend towards aggrandizing what is, in effect,
a relatively simple, if vital role.

tThis section owes much to The New Marketing by Malcolm McDonald and Hugh Wilson,
Butterworth-Heinemann, Oxford, 2003. Thank you to the authors for giving permission for
its use here.
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The need to define marketing more tightly arose from a Cranfield
research club ‘Improving Marketing Effectiveness through IT’. Clearly, if
managers were to understand what kind of marketing tasks needed to be
supported by what kind of IT applications, a tight definition and a map
were needed to help managers navigate this domain.

Surprisingly, in spite of literally hundreds of definitions of marketing,
most of them hopelessly wrong, we couldn’t find such a map anywhere, so
we started with our own definition of marketing. But, before giving it, let us
stress once again that, wherever the function of marketing is located in the
organization and no matter what it is called, it will be ineffective unless
the whole company is market-driven (‘customer-driven’, ‘customer-needs
driven’, ‘demand-driven’, are other expressions for the same thing). This
market-driven philosophy has to be led from the board downwards.

On the assumption that this is in place — a mega assumption indeed! —
let us turn to our definition of marketing.

Marketing is a process for:

® Defining markets

® Quantifying the needs of the customer groups (segments) within these
markets

® Determining the value propositions to meet these needs

o Communicating these value propositions to all those people in the
organization responsible for delivering them and getting their buy-in to
their role

® Playing an appropriate part in delivering these value propositions to
the chosen market segments

® Monitoring the value actually delivered.

But marketing never has been, nor ever will be, responsible for deliver-
ing customer value, for this is the responsibility of everyone in the organ-
ization, but particularly those who come into contact with customers,
which is a central difference between service organizations and manufac-
turing organizations, as in the former it is often people who make up the
actual product — but more about this later.

An overview of the new marketing process

With this in mind, we can now examine a map of this process — see Figure 1.2.

This process is clearly cyclical, in that monitoring the value delivered
will update the organization’s understanding of the value that is required
by its customers. The cycle may be predominantly an annual one, with a
marketing plan documenting the output from the “Understand value” and
‘Develop value proposition” processes, but equally changes throughout
the year may involve fast iterations around the cycle to respond to particu-
lar opportunities or problems.

We have used the term ‘Determine value proposition’ to make plain that
we are here referring to the decision-making process of deciding what the
offering to the customer is to be — what value the customer will receive,
and what value (typically the purchase price and ongoing revenues) the
organization will receive in return. The process of delivering this value,
such as by making and delivering a physical product or by delivering a
service, is covered by ‘Deliver value proposition’.



