INTRODUCTION

THE BOOK'S MISSION

Truly successful businesses over the long term have achieved greater-than-
market levels of profit return to their investors because they have been
able to somehow insulate themselves from competitive pressures. If a
company cannot insulate itself from competitors, it becomes doomed to
market-level rates of return as competitive forces continually attack its
profit margins and revenue sources. In this book, we show how entrepre-
neurial marketing can help firms both large and small to differentiate
themselves and insulate themselves from some competitive pressures. The
entrepreneurial marketing techniques, concepts, methods, and paradigms
we provide will help your venture make more money—extraordinary
money—on a sustainable basis. Not only will you be able to position and
target your product/service offering to leverage your firm’s distinctive
competencies and potential sustainable competitive advantages, but the
way you do marketing will make you more efficient than your competition
as well.

Marketing, more than technology, is most often the reason for the success
or failure of new ventures or new initiatives of mature corporations. Yet
there are few detailed guides, and fewer serious studies, on what does and
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does not work when dealing with these situations. This book is designed
to help modern-day marketers make the best use of their time, money,
and effort in growing their businesses in a way that gives them some com-
petitively sustainable differential advantage. The book is itself the product
of cost-effective, entrepreneurial marketing thinking. There is a target
market that has a need for help that we hope to provide. We have seen no
books that combine conceptually sound marketing concepts and para-
digms with practical guidance on how to apply them in real situations in
order to leverage the resources used for marketing and attain sustainable
competitive advantage.

This book has a very pragmatic objective. We are not trying to deliver a
complete compendium on marketing or on entrepreneurship or intrapre-
neurship (entrepreneurship within a larger corporation). We cover only
marketing concepts, methods, tactics, and strategies that “work”—that is,
can add value to real ventures as we move into a more connected “global
village” era. We have been guided in our thinking, not only by our aca-
demic research and practical experience with dozens of companies, but
also by a survey of the Inc. 500 companies conducted jointly by the
authors and Inc. Magasine. These results provide new insights into what
types of marketing programs and channels are most effective in diverse
business settings.

You, our target reader, are someone who needs to get results quickly, and
has limited financial resources and people resources—you are someone
who often does not have any staff to help with speculative research or
analysis. Although some bigger, older companies may have the luxury of
waiting for longer-term impact of their marketing and sales strategies, the
company we write for has to worry about the short term. Like it or not, for
many managers today, and for all startup firms, without a short-term cash
flow, the longer term is impossible. Even if you work for a large, “deep
pockets” organization, acting as though resources are limited often pro-
duces the best results. No matter what size your entity, your responsibil-
ity is to get the biggest return from your resources you can. One of the
ways this book can help you to be better than your competition is that
your competition will still be thinking in outmoded, less-productive ways
about marketing. You will be much more able to get increased productiv-
ity from your marketing budget and will be able to develop offerings that
are part of sustainable competitive advantage.
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THE AUTHORS’ AND THE BOOK'S HERITAGE

Marketing That Works is possibly the best of both the academic and prac-
tical approaches to marketing issues—it comes from the intersection of
both approaches. This book got started as a by-product of the entrepre-
neurial marketing course that Len Lodish developed at The Wharton
School of the University of Pennsylvania. In the class, MBA students
worked in groups to develop marketing plans for entrepreneurial ventures
they were possibly starting. Along with the instructors’ comments on how
marketing could be used to help entrepreneurial ventures, the students
were exposed to successful entrepreneurs who spoke and answered ques-
tions. In the nine years since the course was begun, over 30 different
entrepreneurs have come to share their experiences. A favored presenter
in each semester was Howard Morgan, who has over 25 years experience
with over 30 high-tech ventures as a consultant, director, sometimes exec-
utive, and financial resource. Shellye Archambeau was one of the first
entrepreneurs to speak with the entrepreneurial marketing class when it
was given at Wharton’s San Francisco campus. Shellye was really elegant
in showing how basic entrepreneurial marketing concepts, methods, and
paradigms are useful at both large and small firms—from IBM to
MetricStream, where she is currently the CEO. Len Lodish has over 30
years of applying marketing and strategic thinking to entrepreneurial ven-
tures. One of Len’s early entrepreneurial ventures has become
Information Resources, Inc (IRI). As a corporate director and consultant
to IRI, Len has worked with many of the major packaged goods firms to
improve their marketing productivity—including Procter & Gamble,
Pepsico, and Campbell’s.

This book’s intellectual parent is the first book that came out of Wharton’s
entrepreneurial marketing class: Entrepreneurial Marketing: Lessons
from Wharton’s Pioneering MBA Course, by Len Lodish, Howard Morgan,
and Amy Kallianpur. This book updates many of the concepts, methods,
and paradigms from that book and expands them for application by any
size firm that wants to make more money by acting like a successful entre-
preneurial marketer.

THE IMPORTANCE OF MARKETING

Marketing, depending on how broadly you define it, is becoming the most
important way many firms differentiate themselves. As you will see, mar-
keting’s biggest job is impacting how your product offerings are perceived
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by your target market(s). What's the difference between Jet Blue,
Southwest Airlines, or US Airways? While they all fly customers from one
location to another, the perception of what it is like to use their services
is very different. Other examples are Ikea, Levitz, and Ethan Allen. They
all sell furniture; Ikea’s positioning is affordable furniture solutions, Levitz
offers a broad selection to fit multiple lifestyles, and Ethan Allen positions
itself as high quality and upscale. Mis-targeted marketing would spend dol-
lars attracting low-end buyers to Ethan Allen, when they are unlikely to
buy. Proper targeting would get the college student and first-time buyers
to Ikea, which has been extremely successful.

Marketing is of critical importance to the success of most entrepreneurial
ventures. In a recent survey, fourteen venture capitalists that backed more
than 200 ventures rated the importance of business functions to the suc-
cess of the enterprise. The marketing function was rated 6.7 on a scale of
7.0, higher than any other business functions, in terms of importance to
success of entrepreneurial ventures. In-depth interviews with the same
venture capitalists concluded that venture failure rates can be reduced as
much as 60% using pre-venture marketing analysis. Too many ventures are
focused on the technical superiority or inventiveness of their product, but
“build it and they will come” often fails, since the customers need to be
educated with new products. Early attempts at pocket organizers, such as
Franklin’s Rex, did not succeed because enough of the market never found
out the product existed.

As part of the preparation of a 1997 Inc. 500 list of the fastest-growing pri-
vate companies in the U.S., the CEOs of those companies were asked to
outline their greatest weaknesses and strengths. Their responses are
shown in Table I-1. Note that sales and marketing strategies are perceived
as their biggest strengths compared to other strategic assets.

Table I-1 1997 Inc. 500: Greatest strength and weakness
Numbers of CEOs Who Cite the Following as a: Strength Weakness

Sales and Marketing Strategies 145 19
Managing People 112 89
Financial Strategies 53 75
Information Technology 28 19
Product Innovation 12 2

Other 59 35
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Entrepreneurial marketing is the tool that every manager needs to help his
or her product or service be perceived as more valuable than the compe-
tition by target segments. Marketing strategies and tactics help guide the
development of products and services that the market wants, help target
the firm’s offering to the right customers, get the product or service to the
customer, and help ensure that the customers perceive the incremental
value of the offering better than the competition and will pay for the added
value.

Entrepreneurial marketing is also geared to make the resources support-
ing marketing go as far as possible, squeezing every penny used for mar-
keting to make it as profitable as possible. We will show how to balance
incremental lifetime revenue with incremental lifetime costs to be more
efficient with marketing activities such as sales forces, advertising, pro-
motion, and public relations. We will also show how in marketing, adap-
tive experimentation can be a very efficient way to estimate the
incremental revenue and incremental costs of many marketing activities.
Many executives feel that they have to decide “once and for all” how best
to get to market. However, the reaction of the marketplace is often very
difficult to forecast in advance. Many times it is preferable to try two or
three different ways to get to the market, measure the incremental impact
of each method, and then roll out the one that works the best.

ONE MARKETING PLAN ISN'T ENOUGH

Marketing is important, but not just in its traditional role of aiding in devel-
oping, producing, and selling products or services that customers want. We
will demonstrate in the first chapter that positioning and segmentation are
the real core of what makes ventures financially successful or not success-
ful and provide the basis for sustainable competitive advantage.

Positioning is how the product or service is to be perceived by a target
market compared to the competition. It answers the question: “Why will
someone in the target market(s) buy my product or service instead of the
competition?” An equivalent question is: “What should be the perceived
value of my offering compared to the competition?” Positioning is inti-
mately related to core distinctive competencies that the firm has or can
develop.

Segmentation answers the question: “Which is (are) my target market(s)?”
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The marketing plan, including appropriate pricing, distribution channels,
public relations, advertising, promotion, and sales efforts, flows directly
from the positioning and targeting decision.

This one marketing plan is not enough, however. Although the basic plan
is focused on getting acceptance and purchase of the product or service by
someone who is paying money to the company, other positioning and mar-
keting challenges are just as important. These focus on other stakeholders
who may be at least as important as the end customer:

Investors and potential investors in the venture

Market intermediaries between the company and the end customer
Employees and potential employees

Strategic partners

Users—Non-paying parties who may influence customers (e.g.,
viewers of advertising-supported programs)

Each of these stakeholders is concerned about the end customer product
positioning and segmentation, but they are also concerned about other
issues that are at least as important to them—the equity and image of the
venture. The successful cost-effective marketer has a big job. He or she
needs to manage how his or her venture is perceived on all three issues—
its product offering, corporate image, and equity—Dby all of the different
constituencies. The positioning challenge is even more daunting because
all the stakeholders have different values that they typically seek in the
venture’s product offering, image, and equity. Table I-2 summarizes this
multidimensional positioning and multiple plans. Each chapter of this
book will shade the boxes at the intersection of the appropriate stake-
holders and which of the plans for Products/Services, Equity, or Image will
be covered.

Table I-2 Multiple marketing plans required
Products/Services  Equity/Shares Image

Customers

Users

Investors

Supply Chain/Channel Partners
Employees
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As Bo Peabody points out in his book Lucky or Smart, an entrepreneur is
always selling his or her stock. In the early stages of almost every venture,
there is no revenue coming in, and expenses are covered by loans or
equity. Marketing to investors requires a different plan than marketing to
customers, because to them, the product is those shares they're buying.
How will they become more valuable? And hiring needs a marketing plan
since getting the best and brightest to work with your venture, a task on
which companies such as Microsoft and Google have focused, requires
them to believe in your mission, people, and image, as well as the value of
stock options. Even in the product area, the customers (those who actu-
ally pay for the goods and services) are often not the same as the users
(those who consume the goods or services). In most media companies—
whether a new cable channel, an Internet site, or print publication—other
businesses are the customers (advertisers), while these customers can
only be drawn in by having lots of users. The plan for marketing to the
customers needs to be quite distinct from the one designed to draw users.

THE IMPACT OF THE INTERNET ON MARKETING PLANS

The rise of the Internet has been one of the most explosive growth phe-
nomena of our times. In the past decade, stock trading on the Internet has
grown from zero to more than twenty million accounts. The success of
specialized retailers—such as Amazon.com in selling books, records, and
now everything, eBay in creating a global auction market, and Google and
Yahoo! in targeted ad sales—has shown that direct one-to-one marketing
to consumers, on a 24 hours/7 days per week basis, can lead to success.
Thus, the Web is both an opportunity for new businesses,
and a way to market old ones in a much more quantifiable, targeted way.

Getting visibility and name recognition as one of more than 30 million
domain names now requires a major marketing effort or creative, lever-
aged approaches. The Web is important for its ability to connect an organ-
ization not only to its customers, but also to its suppliers, investors, and
any other stakeholders who have an interest in its operations. Each such
connection is an opportunity for marketing and promotion, and for the
building of a brand. Any entrepreneur or marketer who ignores the Web
does so at his or her own peril. This book will try to help describe how to
leverage the Internet across the various constituencies.
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CHALLENGES OF THE NEXT DECADE

There are a number of key challenges to any organization that will oper-
ate over the next decade. Globalization, corporate consolidation, ecologi-
cal issues, increasing sensitivity to privacy and data ownership issues, and
new governmental regulation must all be considered when designing mar-
keting efforts.

Marketing across national boundaries creates challenges that once could
only be profitably managed by large companies. Because the Internet
immediately puts one’s products and service information at the fingertips
of the world, it is important to be ready for the global customer from day
one. In addition, one must be prepared for competition from very far
away, for on the Internet, no one cares if you're next door or halfway
across the world, as long as the goods or services can be delivered in a
timely, reliable manner. A publishing executive in Australia said he rou-
tinely orders his books from Amazon.com because they arrive in Australia
within 48 hours, often months before the Australian bookstores get the
same books.

Continuing merger and acquisition growth, and the increased number of
strategic alliances, are altering the competitive structure of many indus-
tries. This creates opportunities for some ventures, and problems for oth-
ers. Many new Internet ventures have been bought, often for large
amounts of money, in order to reach their customer bases. Hotmail,
started as a free email service, was purchased by Microsoft for more than
8200 million so that they could have access to the 8 million members. But
their aggressive expansion has led to over 80 million Hotmail accounts.
Similarly, Yahoo! bought Overture, and eBay bought half.com to access
technologies and large user bases. Acquisitions are also a method for gain-
ing or improving domain expertise, customer references, and credibility in
target markets. EMC is known as a data storage company. But did you also
know they are in the top 10 largest software companies? To move into
information management solutions, they have acquired Documentum,
Legato Systems, and Astrum Software, just to name a few.

Other key issues for entrepreneurial marketers in the next decade include
the changing demographics, values, and expectations of the population. In
the developing world, the boomer generation will begin retiring in the
early 2000s. At the same time, the lesser-developed populations are begin-
ning to acquire technology and consumerism. China, India, and other
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parts of the world offer growth opportunities, but require closer coopera-
tion with government, and better understanding of different cultures than
most U.S. ventures have shown. The fact that these emerging growth
countries are actively getting their citizens connected to the Internet
allows foreign companies to inexpensively reach markets that would have
been prohibitively costly with old media. Entrepreneurial marketers can
take the lead in taking advantage of these new opportunities.

The key to any marketing that impacts sustainable competitive advantage
is an understanding of “What am I selling to whom?” Chapter 1,
“Marketing-Driven Strategy to Make Extraordinary Money,” begins to
address this question.






