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CHAPTER TEN: MANAGING PRICE

Figure 1. Price as a Tool for Creating Market Value
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Figure 3. Penetration, Skim, and Loss-Leader Pricing
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Figure 4. Competitive Price-Benefit Map
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CHAPTER ELEVEN: MANAGING INCENTIVES

Figure 1. Incentives as a Tool for Creating Market Value
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Figure 2. Incentive Types

Monetary incentives

Nonmonetary incentives

Customer Coupons, rebates, volume discounts, Premiums, rewards, sweepstakes,
incentives price reductions loyalty programs, prizes, contests
Collaborator Slotting, stocking, advertising, dis- Contests, bonus merchandise, buy-
(trade) play, and market-development al- back guarantees, sales support and
incentives lowances; spiffs; volume discounts training

and rebates; off-invoice incentives;

cash discounts; inventory financing
Company Monetary bonuses and rewards Nonmonetary bonuses and rewards,
incentives recognition awards, contests

Figure 3. Push and Pull Promotions
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Figure 4. The Prisoner’s Dilemma
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Figure 5. The Prisoner’s Dilemma in Sales Promotions

Company B
N
Company A Discount Not discount
Z
Discount | $10M / $10M ‘ $20M / $5M ‘

Not discount

$5M / $20M H $15M / $15M ‘

CHAPTER TWELVE: MANAGING COMMUNICATION

Figure 1. Communication as a Tool for Creating Market Value
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Figure 2. The G-STIC Framework for Managing Communication
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CHAPTER THIRTEEN: MANAGING DISTRIBUTION
Figure 1. Distribution as a Tool for Creating Market Value
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Figure 2. Distribution Channel Structure
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CHAPTER FOURTEEN: GAINING AND DEFENDING MARKET POSITION

Figure 1. Steal-Share Strategy
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Figure 3. Market-Growth Strategy for a Superior Offering
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Figure 7. The Adoption Funnel
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Figure 8. Identifying Adoption Gaps
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Figure 9. The Usage Funnel
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Figure 10. Identifying Usage Gaps
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Figure 11. Key Customer Adoption Metrics
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(1) Awareness rate
(2) Conversion rate
(3) Penetration rate
(4) Retention rate
(5) Attrition rate

CHAPTER FIFTEEN: DEVELOPING NEW MARKET OFFERINGS

Figure 1. The Stage-Gate Approach for Developing New Offerings
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Figure 2. Top-Down (Market-Driven) Idea Generation
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Figure 3. Bottom-Up (Invention-Driven) Idea Generation
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Figure 4. The Validated-Learning Approach
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Figure 5. The Key Components of a Business Model of a New Offering

- Target market ... .. Market offering

Product
Service

Brand

Price

- Value proposition ... Incentives

Communication

I

Distribution i

Figure 6. The Product-Market Growth Framework

Current New
customers customers
Current Market Market
products | penetration || development
New Product e
products | development ‘ Diversification

© Alexander Chernev



24 STRATEGIC MARKETING MANAGEMENT: AUDIOBOOK COMPANION FILE

CHAPTER SIXTEEN: MANAGING PRODUCT LINES

Figure 1. Product Portfolio and Product Lines
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Figure 6. Product-Line Cannibalization
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Figure 7. The Fighting-Brand Strategy
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CHAPTER SEVENTEEN: SEGMENTATION AND TARGETING WORKBOOK

Figure 1. Identifying Target Customers
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Figure 2. The Targeting Workbook
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Figure 3. Customer Value Analysis Workbook (Two Segments)

Customer segments

Attributes Consumer Commercial

Power Low High
Reliability Low High
Service Low  Medium - High
Brand Medium  Low - High
Price High  Low - Medium
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Figure 4. Customer Value Analysis Workbook (Three Segments)

Customer segments

Attributes Consumer Trade Industrial
Power Low High High
Reliability Low High High
Service Low High Medium
Brand Medium  High Low
Price High Low  Medium

Figure 5. Compatibility Analysis Workbook (Trade Segment)

Attribute Market offerings
Attributes importance Black&Decker Makita Milwaukee Ryobi
Power High Medium High High  Medium
Reliability High High High High High
Service High Medium  Medium Medium Low
Brand High Low High High Low
Price Low Medium High High  Medium

Figure 6. The Targeting Workbook: Black & Decker

Customer value analysis
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CHAPTER EIGHTEEN: THE BUSINESS MODEL WORKBOOK

Figure 1. The Market Value Map

Target Market
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Vclue Proposition
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Communication
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Distribution
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Figure 2. The Customer Value Map

Target Customers
‘ Customer need

What customer need
does the company aim to fulfill2

Customer Offering
What are the features \%

of the product that the
company offers to target customers?

‘ Customer profile

Who are the
customers with this need?2

What are the features \%

of the service that the
company offers to target customers?2

Competition

What other offerings
aim to fulfill the same customer need?

‘ Key competitors

‘ Value proposition

What value do these
offerings create for target customers?e

‘ Offering afttributes

What are the key
aspects of the competitive offeringse

Cusiomer Value
What value does the
offering create for target customers?
Why would they choose this offering2

Brand
What are the features

of the offering’s brand?
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What is the
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the offering provide
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How will forget | Communication |
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Distribution
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Figure 3. The Collaborator Value Map
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Figure 4. The Company Value Map
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Figure 5. The Market Value Map (DeWalt)

Target Market

Description

Customers

Tradespeople—small businesses and independent contfractors working in
residential construction and using power tools on the job

Collaborators

Distribution channel partners: Wholesale distributors, large home improve-
ment centers (Home Depot, Lowe's), hardware outlets (Ace Hardware
and ServiStar), and smaller independently owned hardware stores

Company

DeWalt Industrial Tool Company (a business unit of Black & Decker,
launched in 1992 to serve the frade segment)

Competition

Makita Electric (50% market share), Milwaukee Tools (10% market share),
Ryobi (9% market share)

Context

Economic context: Recession, resulting in high unemployment, limited
money supply (credit), and increased inflation

Business context: Rapid growth of new home construction and remodel-
ing prior to the recession, consolidation of home improvement retailers,
and rise of big-box home improvement centers Home Depot and Lowe's
Regulatory context: Price dumping allegations against some of the
Japanese manufacturers, including Makita, raising the possibility of
imposing import duties on certain tools from Japan

Value Proposition Description

High-performance, reliable tools backed by a national service and
quality commitment unmatched in the power tool industry

High-performance, reliable tools; large promotional budget to gen-
erate store traffic; superior tfrade profits

Increase market share from 8% to 50%, increase margins from 5% to
10%, increase the valuation of the company by creating a new
brand, ensure a leadership position in the growing frade segment,
and solidify Black & Decker's relationship with retailers by becoming
a single-source supplier for both consumer and professional markets
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Offering Description Customer Value
Product Thirty-three high-performing power tools Benefits: Performance
(drills, saws, sanders, and plate joiners) (power, precision, and
and 323 accessories designed to maximize ergonomics), durability,
power, precision, ergonomics, durability, and reliability
and reliability
Service Loaner Tool Policy: DeWalt will lend a Benefits: Minimized
tool during the repair period downtime (fast service
48-Hour Service Policy: If a repair is not and loaner availability),
completed in 48 hours, customers receive professional fraining,
a new tool for free technical support, ac-
Technical Support: Experts are available curate diagnostics
by phone at 1-800-4DEWALT to assist with
products, service, repair, or replacement
Free Service: Tool maintenance and free
part replacement during the first year
Warranty: One year warranty on materials
and workmanship
Diagnostics: DeWalt Service Centers will
diagnose problems quickly and accurately
Brand Brand name: DeWalt® (replaces the Black Benefits: Brand designed
& Decker Professional brand) for professional use
Brand logo DEWALT. Costs: New brand with
Brand color: Yellow unknown reliability
Brand associations: High-performance
industrial tools; “no downtime” company
Related brands: Black & Decker
Price List price: Premium price tier (10% higher Costs: Price paid
than Makita)
Incentives Loyalty programs: Preferred Contractor Benefits: Price discounts

Program

Communication

Message: "DeWalt. Guaranteed Tough"” and
"High Performance Industrial Tools”

Media: Industry magazines (Builder and Elec-
trical Contractor; $1M budget); trade shows;
direct-mail catalogs ($300K budget); point-of
sale displays at home improvement retailers

($200K budget); ten vans visiting job sites pro-

moting DeWalt products ($1M budget)

Benefits: Awareness of
the offering and its
specifics

Distribution

Product: Home improvement centers (Home
Depot, Lowe's), hardware outlets (Ace Hard-
ware and ServiSfori), and smaller inde-
pendently owned hardware stores

Service: 117 Black & Decker service

centers with a dedicated DeWalt counter

Returns: DeWalt will accept returns for any
reason within 30 days of purchase

Benefits: Product acces-
sibility (wide distribution
network), service acces-
sibility (wide service net-
work), peace of mind
(30-day return policy)

© Alexander Chernev
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Figure 6. The Customer Value Map (DeWalt)

Strategy

Description

Customers

Overview: Tradespeople—small businesses and independent contrac-
tors working in residential construction and using power

tools on the job

Customer needs: Performance (power, precision, and ergonomics),

reliability, service, and professional image

Customer demographics: Small businesses and independent
contractors (carpenters, plumbers, and electricians) working in
residential construction. Tradespeople represent 28% ($420M) of
the US power tools market and are the fastest growing segment

(9%) of this market

Customer behavior: Use power tools on the job; read trade press
(Builder and Electrical Contractor); visit frade shows and home im-
provement stores including large home improvement centers such as
Home Depot and Lowe's, hardware chains such as Ace Hardware

and ServiStar, and smaller hardware stores

Competition

Key competitors: Makita Electric (50% market share), Milwaukee Tools

(10% market share), Ryobi (9% market share)

Competitive value proposition: Reliable power tools; used by most

contractors (Makita)

Offering attributes: Wide variety of competitively priced power tools

_ Benefits: High-performance, reliable tools backed by a national ser-

vice and quality commitment unparalleled in the power tool industry
Competitive advantage: More reliable than the competition

Positioning: “No downtime" performance

7Tacﬁcs

Description Value
Product Thirty-three high-performing power tools (drills, Benefits: Performance
saws, sanders, and plate joiners) and 323 ac-  (power, precision, and
cessories designed to maximize power, preci- ergonomics) and
sion, ergonomics, and reliability reliability
Service Loaner Tool Policy: DeWalt will lend a tool Benefits: Minimized
during the repair period downtime (fast service
48-Hour Service policy: If a repair is not and loaner availabil-
completed within 48 hours, DeWalt will ity), professional frain-
provide a new tool free of charge ing, technical support,
Technical Support: Experts are available accurate diagnostics
by phone at 1-800-4DEWALT to assist with
DeWalt products, service, repair, or
replacement
Free One-Year Service Contract: DeWalt
will maintain the tool and replace worn
parts free any time during the first year
One-Year Warranty: DeWalt will warranty
materials and workmanship for one year
Diagnostics: DeWalt Service Centers will
diagnose problems quickly and accurately
Brand Brand name: DeWalt® Benefits: Professional

© Alexander Chernev
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Brand color: Yellow

Brand associations: High-performance
industrial tools; “no downtime” company;
guaranteed tough

brand

Costs: New brand with
unknown reputation
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Price List Price: Premium price tier (10% higher Costs: Price paid
than Makita)
Incentives Loyalty programs: Preferred Contractor Benefits: Price
Program discounts
Communication Message: "DeWalt. Guaranteed Tough” Benefits: Awareness of
and “High Performance Industrial Tools” the offering and its
Media: Industry magazines (Builder and specifics

Electrical Contractor; $1M); frade shows;
direct-mail catalogs ($300K), point-of-sale
displays at home improvement retailers
($200K); ten vans visiting job sites promoting
DeWalt products ($1M)

Distribution Product: Large home improvement centers Benefits: Product and
(Home Depot, Lowe's), hardware outlets service accessibility
(Ace Hardware and ServiStar), and smaller (wide distribution net-
independently owned hardware stores work), peace of mind
Service: 117 Black & Decker service centers (30-day return policy)
with a dedicated DeWalt counter
Returns: DeWalt will accept returns for
any reason within 30 days of purchase

Figure 7. The Collaborator Value Map (DeWalt)
Strategy Description

Collaborators

Overview: Distribution channel partners

Collaborator profile: Wholesale distributors, large home improvement
centers (Home Depot, Lowe's), hardware outlets (Ace Hardware and
ServiStar), and smaller independently owned hardware stores

Collaborator goals: Increase profits; generate traffic; enhance brand
image

Competition

Key competitors: Makita Electric (50% market share), Milwaukee Tools
(10% market share), Ryobi (9% market share)

Competitor value proposition: Established brand with 50% market
share (Makita) that brings traffic, revenues, and profits

Offering attributes: Variety of power tools with standard trade margins

_ Value proposition: High-performance, reliable tools backed by a

national service and quality commitment unmatched in the power
tool industry; supported by a large promotional budget to generate
store traffic; backed by Black & Decker; offering superior trade profits

Positioning: More profitable for the retailer than the competition
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<Tac'rics Description Value
Product Thirty-three high-performing power Benefits: Better fits the needs
tools (drills, saws, sanders, and plate of tradespeople than the
joiners) and 323 accessories designed Black & Decker Professional
to maximize power, precision, line it replaces
ergonomics, and reliability; aimed Costs: Discontinuing Black &
foreplace the Black & Decker Decker Professional products;
Professional product line introducing DeWallt products
Service Trade support (ordering, inventory Benefits: Superior trade sup-
management, returns) provided by port than that of the Black &
Black & Decker Decker Professional line
Brand Brand name: DeWalt® (replaces the Benefits: Adding the DeWalt
Black & Decker Professional brand) brand to a retailer’'s brand
Brand logo DEWALT. portfolio helps solidify Black
Brand color: Yellow 8; Dechker’; imTog(;a asa orlle-
stop shop for tfradespeople
Brand association: Profitable P P peop
Price Price: Trade margins 5% higher than Benefits: Superior margins rel-
Makita ative to Black & Decker Pro-
Price protection: Price protection from  fessional; price protection
discounters (halting supplies to low-price from discounters
retailers) to prevent channel conflict Cost: Price paid
Incentives Point-of-sale promotions: Trade incen- Benefits: Additional source of

tives to ensure retailer support

revenue

Communication

Message: “There's only one thing about
DeWalt that's not tough: Making a profit"”

Media: Trade shows and salesforce

Benefits: Increased store traf-
fic from DeWalt advertising

Distribution Product: Distributed through the existing Benefits: Distributed by Black
Black & Decker channels; direct distribu- & Decker; large inventory
tion to home improvement stores, and  available; peace of mind
indirect (wholesaler) distribution to hard- (generous return policy)
ware stores; $20M inVenTOry bU|IdUp at Costs: |nven1‘orying DeWalt
launch to ensure product availability products; reverse logistics for
and avoid stock-outs the remaining Black &
Returns: DeWalt will accept returns for Decker Professional products
any reason within 30 days of purchase

Figure 8. The Company Value Map (DeWallt)
Strategy Description
Company Company profile: DeWalt Industrial Tool Company; a business unit of

Black & Decker, launched in 1992 to serve the tfrade segment

Company goals: Increase revenues and profits; gain leadership
in the growing and profitable tfrade segment

Alternative options

Key alternatives: Promote the existing Black & Decker tools to trades-

people instead of launching the DeWalt line of tools

Value proposition: Lower cost and risk (compared to developing
new products and building a new brand)

Offering attributes: Existing product line branded as Black & Decker,
promoted in frade magazines, and offered through current channels

_ Monetary value: Potential to increase market share from 8% to 50%,

increase margins from 5% to 10%, and increase the valuation of the

company by creating a new brand

Strategic value: Leadership position in the growing trade segment
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Tactics Description Value
Product Thirty-three high-performing power tools  Benefits: R&D benefits other
(drills, saws, sanders, and plate joiners) product lines; DeWalt sets a
and 323 accessories designed to quality benchmark for Black
maximize power, precision, ergonomics, & Decker
and reliability (“the banner of quality”) Costs: Product develop-
ment and production costs
Service Customer service: Loaner tool policy, 48-  Benefits: Builds customer
hour service policy, technical support, free loyalty; offers sustainable
one-year service contract, one-year war- competitive advantage
ranty, superior diagnostics over Makita
Trade service: Retailer support (ordering, Costs: Service delivery
inventory management, returns) costs
Brand Brand name: DeWalt® (replaces the Black Benefits: Identifies the new
& Decker Professional brand) product line, creates cus-
Brand logo DEWALT. tomer loyalty; builds brand
Brand color: Yellow equity o
Brand associations: High-performance in- Costs: Brand-building
dustrial tools; “no downtime;" guaranteed expense
tough; profitable for retailers and Black &
Decker
Price Price: Premium price tier (10% higher than Benefits: Higher revenue
Makita and Black & Decker Professional)  and profits
Incentives Loyalty programs: Preferred Contractor Benefits: Generates cus-

Program

Point-of-sale promotions: Trade incentives
to ensure retailer support

tomer demand

Costs: Monetary incentives
could devalue the brand

Communication

Customer communication: $1M advertis-
ing in frade magazines; $300K direct mail;

$1M van promotion program; $200K point-

of-sale displays; trade shows

Trade communication: Black & Decker
salesforce; tfrade shows

Benefits: Creates awareness
of the offering; builds the
DeWalt brand

Costs: Communication
expenses

Distribution

Product: Distributed through the existing
Black & Decker channels offering direct
distribution to large home improvement
centers and hardware outlets and indi-
rect distribution to smaller independently
owned hardware stores. $20M inventory
buildup at launch to ensure product
availability and avoid stock-outs

Service: 117 Black & Decker service cen-
ters with a dedicated DeWalt counter

Returns: 30-day return policy

Benefits: Solidifies Black &
Decker's relationship with
retailers by offering a com-
prehensive product line
Costs: Making DeWallt
products available to the
frade; discontinuing Black
& Decker Professional;
processing returns

Notes

1 Adapted from Theodore Levitt, “Exploit the Product Life Cycle,” Harvard Business Review 43 (November-December 1965),

pp- 81-94.

2 Adapted from Clayton Christensen, The Innovator’s Dilemma: When New Technologies Cause Great Firms to Fail (Boston, MA:
Harvard Business School Press, 1997).

3 Adapted from A. Parasuraman, Valarie Zeithaml, and Leonard Berry, “A Conceptual Model of Service Quality and Its
Implications for Future Research,” Journal of Marketing 49.4 (1985), pp. 41-50.

4 Adapted from Stephen Hoch, “How Should National Brands Think about Private Labels?” Sloan Management Review

(1996), 37 (2), pp. 89-102.
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