Notes Answers


Chapter 4 Marketing and the Value of Goods and Services
Answer 1
(a)
The focus of strategic analysis is on understanding the current strategic position of an organization. Strategic choice involves choosing between the alternative strategies the organization can pursue, while strategic implementation looks at how these strategies are actually put into practice.

Strategic implementation is the conversion of the strategy into detailed plans or objectives for operating units. Therefore it is a vital part of the strategic management process, because a strategy can only start delivering benefits to an organization once it has been put into practice. In order to be beneficial to an organization, a strategy must be able to be implemented. In this respect, the focus on strategic implementation highlights key issues such as resource availability, organizational structure and change management.
Johnson, Scholes and Whittington emphasise that the strategic management process should not been seen as a linear model, as for example, the traditional rational model portrays it. Rather, strategic implementation is interlinked with both strategic analysis and strategic choice. For example, in the process of implementing a strategy, an organization might discover features of its resources and structure which will lead to it to re-evaluate its assessment of strategic position and strategic choices.
(b)
Four critical success factors which be appropriate for TDM are:

1.
Customer satisfaction with courses and learning materials

2.
Employee satisfaction
3.
The quality of its teaching and materials

4.
Reputation and brand image

(c)

KPIs for each of the CSFs could be:
Customer satisfaction

Student satisfaction rating – at the end of a course, or at the end of a module within a course, students could be asked to complete a questionnaire rating their satisfaction with various aspects of the course (for example, the knowledge levels of the staff, the quality of the supporting materials, and the approachability/availability of staff to ask them questions.)

If students are happy with the level of tuition they receive, they are more likely to book on subsequent courses with TDM than if they are dissatisfied with the courses. Similarly, they may share their experiences with their peers, in turn influencing their decision about where to book courses. Consequently, TDM needs to ensure that student satisfaction levels are maintained as high as possible, and it is important that TDM knows how its students feel about the services it offers.

Client retention – A number of the students attending the courses aimed at professional qualifications are likely to have been funded by their employers. If employers continue to send their students to TDM rather than one of its rivals in the market, this suggests they are happy with the level of tuition and service their students are receiving. The pass rates that students achieve are likely to be a significant influence on client satisfaction in this respect.

Employee satisfaction
Staff turnover – The quality of TDM’s teaching staff is crucial in maintaining customer satisfaction, so it is important for TDM to retain its best staff. TDM has been experiencing an increasing rate of employee turnover, and this could be indicative of dissatisfaction amongst the staff. The management at TDM should be keen to prevent this upward trend in staff turnover from increasing, making this an important measure to look at.

Staff absenteeism – High levels of absence are likely to also indicate dissatisfaction among the staff. If absenteeism is rising, in conjunction with employee turnover, then there is a danger that the quality of service provided to students will suffer. For example, if an experienced lecturer phones in sick at short notice, their classes may have to be taken by an inexperienced lecturer who is not such an expert in a subject, meaning the students could receive lower quality tuition.
Quality of teaching and materials
Market share – TDM currently has the largest market share in its sector, despite carrying out relatively little marketing activity, and despite new entrants continually entering the market. It will important to monitor TDM’s market share, because the share of the market TDM can capture will have a direct impact on its revenues and consequently on the wealth of RCH’s shareholders. Customers will only continue to use TDM if they feel it is providing courses and materials which are high quality, and also which offer value for money. If market share starts to fall, it may be an indication TDM is not delivering this value for money to its customers.
Accreditations – TMD’s courses will be accredited by academic and professional bodies. TDM has always concentrated on the quality of its courses and learning materials, so external accreditations will provide an independent corroboration of this quality. The quality of course tuition and learning materials, in turn, is likely to feed back into the level of customer satisfaction with TDM’s courses.

Reputation and brand name
Brand reputation – TDM has never seen the need for market and customer research, and has always had a good reputation. However, given the continuing entrance of new competitors into the market, TDM needs to ensure that its brand reputation is maintained. This is important if TDM is to ensure potential customers will choose to come on its courses rather than going to one of its competitors.

Pass rates – TDM’s students consistently achieve passes on a par with the national average. However, if some of the TDM’s rivals regularly achieve passes rates above the national average the competitors will be able to use this as a marketing message to try to win business away from TDM – particularly in respect of the professional qualifications business. If students, or their employers, think that selecting one tuition provider in preference to another can affect their chances of passing their exam, they are likely to select the tuition provider with the highest pass rate.
Answer 2
(a)

IL supplies both manufactured products (crutches, walking frames) and bought-in products (mobility scooters, bath lifts). The value chain for these two sets of products is different and this is reflected in the following analysis.
The primary activities of the value chain are:
Inbound Logistics.

These are activities associated with receiving, storing and disseminating inputs to the product. Typical examples are materials handling, warehousing and inventory (stock) control.
For manufactured products this concerns collection of material from scrap merchants and the storage of that material prior to use. For bought-in products, inbound logistics is handled by the supplying manufacturers. Products are stored in the warehouse.
Operations

This is concerned with transforming inputs into the final product. This includes machining, assembly, testing and packaging. In the context of manufactured products this covers the production of crutches and walkers (and other simple aids), their testing and packaging. For bought-in products, operations is concerned with the careful opening of packaging, the addition of an IL transfer logo, the testing of the equipment and the re-packaging of the product into its original packaging.
Outbound logistics

These are activities associated with storing and then physically distributing the product to buyers. Finished goods warehousing, order processing and delivery is considered here.
At IL, both manufactured and bought-in products need to be stored prior to delivery. Distribution is undertaken by a national courier company. Orders are placed by telephone or through the website.
Marketing and Sales
These are activities by which customers can learn of the existence of and then purchase the products. It includes advertising, promotion, sales and pricing. At IL this covers leaflets in hospitals and surgeries, a website catalogue and order taking and the giving of advice.
Service

These are activities associated with providing a service to enhance or maintain the value of the product. It includes installation, repair, training, parts supply and product adjustment. The simple nature of the manufactured products means that service is inappropriate. For bought-in product, service is undertaken by the original manufacturer.
(b)

The value chain is used as a basis for answering the question. Many of the potential re-structuring suggestions produce cost reductions. However, it must be acknowledged that the charity also has the objective of providing jobs for severely disabled people. Suggestions for change have to reflect this fact. It is also clear from the scenario that some customers are prepared to pay price premiums for the goods by making donations to the charity as part of their purchase of these goods.
Inbound logistics

For manufactured products, IL could explore the possibility of reducing scrap metal storage costs by requesting dealers to store the metal until it is required. Furthermore, dealers may also be able to offer competitive delivery costs. This would remove the need for IL to maintain (and eventually replace) the lorry it uses for collection of this material. For bought in products, IL could explore the cost of using a specialist logistics company to carry out both its inbound and outbound logistics. This should produce economies of scale leading to reduced costs. Many of these logistics companies also offer storage facilities. However, IL already has storage at an airfield site and the employment of severely disabled labour is one of its objectives.
Operations

It seems vital that IL retains its manufacturing capability to help achieve its goal of providing work and income for severely disabled people. It could probably gain cost savings by outsourcing manufacture to cheaper countries (like its commercial competitors) but this would not meet its core objective. IL marketing could stress the location of the manufacture as an important differentiator. Customers might then perceive it as an ethical choice.
The operations part of the value chain for bought-in products is relatively labour intensive (see later notes) and could be simplified in two ways.
(1)
Asking manufacturers to affix the IL logo and label prior to despatch to IL. The testing of the products could also be delegated to the manufacturer as they provide post-delivery support.

(2)
Reducing inventory by arranging for bought in goods to be supplied to the customer directly by the manufacturer. Not only would this cut delivery costs but it would also reduce inventory costs, and eliminate the costly write-off of obsolete purchased inventory.
Employees in the warehouse could be reallocated to order processing and other administrative tasks.
Outbound logistics

The ordering of products through the website appears to be extremely effective. The site includes a product catalogue and a secure payment facility. However, although use of the website is growing, most orders are still placed by telephone. IL might consider ways of encouraging further use of the website, for example by offering discounts, cheaper prices and a wider range of products. It might also consider how it could make its website more available to potential consumers, perhaps by placing dedicated terminals in hospitals and surgeries.
The telephone ordering process is currently too complex because sales staff have to describe the products available and also provide purchasing advice and guidance. IL needs to consider ways of making details of their product range available to customers before they place the order (see below).
Marketing and Sales

Relatively little sales and marketing takes place at IL which is probably due its charitable status. Charities are usually very keen to minimise their overhead costs. Traditional marketing appears to be very limited, restricted to leaflets in hospitals and surgeries. IL could consider replacing its current leaflets (which just give a phone number and a website) with a leaflet that effectively doubles as a catalogue, showing the products on offer. This should help improve the efficiency of the telephone ordering service. Display advertising in magazines and newspapers with coupons to request a catalogue would also increase the profile of the brand.
Many charities use Customer Relationship Management (CRM) systems to manage their donors. IL should explore the potential of this. It already has records of purchasers and also those purchasers that have made extra donations.
All sales and marketing material needs to stress the charitable status of the organisation. This effectively differentiates it from commercial competitors. There is already evidence that some customers are willing to reflect this by increasing the price they pay for goods by including a donation to support the charity.

Service

Because of the nature of the product, little direct support is required. However, IL could expand its website to give general support and advice on mobility problems and independent living.
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