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EXECUTIVE SUMMARY

This research aims to investigate strategic marketing planning (SMP) in the small
business sector in Ireland. Small firms have unique charaéten'stics that make
small firms’ owner/managers differentiate their marketing from conventional -
marketing as applied in large organisations '(S.t(;kes, 2006). Mos't‘eiisting SMP
frameworks were designed for bigger ﬁrms with plentiful resoﬁces and‘
therefore, should not be libérally borrowed and advanced as solutions for small
firms wi'th resource constraints. The use of strategic marketing planning in small
firms is a relatively new phenomenon (Lee et al., 2002). Thus, small firms’
owner/managers who are trying to apply SMP can bc;, considered innovafors,
and | innovators very often experience problems while attempting new

approaches.

The overall study consisted of a literature revie;v and a three-phase primary
' researéﬁ. The literature review is presented in the first two chapters. Chapter one
introduces the small busin;ess sector in Ireland by defining the target of this
résearch and continues by describihg the concept of strategic marketing
-planning. The key objective of this entire research is to develop an SMP model
that will aid small firms’ owners/managers in praétice. Chapter two describes
and evaluates existing SMP models and presents the rationale for developing a

new model for the small business sector.



In chapter three the researcher presents and jusﬁﬁes the research methodology
that forms the basis of the primary study. Having evaluated diverse objectives of
- the primary'rese'arch, which included formulating theories, measurihg attitudes,
awareness and concept testing, the researcher concluded that a three-phase
research was required. The primary study commenced with depth interviews
that were followed by the main survey of 1,000 smdl firms and a focus group.
All the research techniques applied during each phase are gxplained in chapter

three.

The primary findings of the research are presented in chapter four and
subsequeptly analysed in chapter five. The résearcher identifies problems
relating to SMP, analyses the applicabilify of mérketiﬁg theory to the small
business Asector and evaluates the quality of strategic marketing plans in small
firms. Furthermore, 'Variations in strategic marketing piMng_ approa»ches in

different types of small firms are identified and discussed.

| The final chapter begins with the intréduction,of a SMP model for application in
small fhﬁs. The researcher explains that the proposed.model would address
those SMP problems identified during the primary research and aid small firms’
owner/managers in practice. Chapter six also concludes the study of strategic

marketing pla_nning in the small business sector in Ireland.
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11 Introduction

Chapter 1 introduces the area of small business in Ireland by defining the target
of this research - the small flrm The researcher utilises the European Union (EU)
deﬁnjﬁon of a small firm, which is presented in sectioﬁ 1.2. Haviﬁg .def'ined the
target of this study, the chapter explains that the small business sector is a major
contributor to the economies of all European countries and Ireland in particular.
Furthermore, chapter 1 illustrates that in tf\e Republic of Ireland small and
medium-sized enterprises (SMEQ), whi.ch include small firms, are the dominant

sector according to class size.

The chapter continues by describing fhe concept of strategic marketing planning
(SMP). Firstly, the researcher defines and explores the overall concept of strategic.
- marketing planning and explains the most important SMP approaches and
specific tools covered‘ in the strategic marketing theory. Secondly, this chapter
examines the literature on strategic marketing planning in the context of the
small business sector. It evaluates differences and similariﬁés in SMP practices in
small firms and large-scale enterprises. Finally, in the last secﬁon, the researcher

explores-the strategic marketing planning problems that small firms encounter.
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1.2 Small firm definition and small busines\{s sector contribution

\

to the wider economy \

Deﬁnitions of small firms vary widely in different coﬁi}tries. According to the
Small Firms Associétion (SFA) of Ireland, small firms are defined as having 50
: \
employees. or less, with micro firms having less than 10 employees. In other
countries the definitions can be much broader. In the United States, for instance,
there are definitions for most sectors to make clear wha’:t firms are eligible for
suppor.t f_rorﬁ the Small Business Adriu'nistratioﬁ (SBA), t\he semi-state agency
supporting the development of the small business sector 1r\{ the US. Very often,
500 employees is the limit in the US. Only in» retail and wﬁolesale trade is the

limit lower, usually 100 employees. Furthermore, for some sectors the SBA has a

limit in terms of the value of turnover rather than in terms of employees.

The target of this research (smail firms) is part of a bigger group of business
classification - small and medium-sized énterprises (SMEs). According to the
“New SME Definition” (2005) by the EU Publication Office, the Eurdpean Union
has from the 1st of January 2005.adopted a new standardised definition of SMEs
which 'is to be used for all cases where eligibility is to be aséessed ;and
programmes targetéd. This definition is also recognised by the SFA of Ireland. To
be classified as an SME, the enterprise must employ fewer than 250 peoplé andl

must have an annual turnover not exceeding €50 million Euro, and/or an annual



balance sheet totél not exceeding 43 million euro. Within the broader category of
SMEs, the EU alsov introduced the new definition of a small firm. From the 1st of
January 2005 small firms are defined .by the EU as: ‘Enterprises which eﬁploy
fewer than 50 but more than 10 persons and which have an annual turnover not
exceeding €10 million euro,v and/or an annual balance sheet total not exceeding

€10 million Euro’.

Figure 1.1 Variables used by the EU to define small firm

Source: “New SME Definition, The (2005)”, EU Publication Office.

‘As illustrated in figure 1.2 below, the target audience for this research will be all
small firms (10-50 employees) irrespective of their industry class that are located

in the Republic of Ireland.



Figure 1.2 The target audience of this research

|
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Source: “New SME Definition, The (2005)", EU Publication Office.

According to the Small Business in Ireland (2607) report compiled by the Central
Statistics Office (CSO) four out of every five industrial enterprises (82%) were
small firms employing less than 50 people. Small firms in industry employed
53,000 people, just uncier a quartér of total industrial emfloyment. The vast
majority of small industrial firms are Irish owned» (95%) while over 40% of larger

firms have foreign ownership. Furthermore, in the services sector almost all



firms (98%) are small. Small firms employed over 400,000 people'in services,
accounting for more than half of total émploym_ent in the sector. These figures
demonstrate that the majority. of firms in Ireland are either small or micro firms

- and the significance of these firms to the Irish economy is not open to question.

Reynolds and Lancaster (2007) also argued that small firms make an invaluable
contributic;n to the wider- economy, which is often overlooked, including
increasing competition, creating jobs, building effective networks, sharing
knowledge and making a positive contribution towards social inclusion. The
importance of small firms in achieving economic growth in contemporary
economies is widely recognised both by policy makers and economists

(Wenneke_rs et al., 2005; Acs and Armington, 2006; Audretsch et al., 2006).

Small firms contribute significantly to émployment, turnover and the nﬁrﬁber of
businesses in many economies (Acs, 2006; Van Stel et al., 2005); However, it
should be noted that labour productivity m Irish small‘ firms, according to the
C.5.0. Small Business in Ireland (2007) report, remained very low and close to
the bottom of European rankings. Indeed, the report highlighted that three
quarters of manufaéturing turnover in Ireland is genéfated by large enterprises
while the EU éverage is just 60%. This demonstrates that although SMEs have-

quantitative dominance in the Republic of Ireland, their productivity is very low.



13  Strategic Marketing Planning (SMP) defined

‘The ’c;/venty—ﬁrst century concept of marketing, .according to Keegan (2004), has
moved beyond the old and new concepts of the twentieth- century to the
A’sh'a'tegic concept’ which recognises that in stra'te.gic marketing, everything
matters: not only the product and the cust?ir_ner, but everything in the external
environment including competition, technology, government, culture and
whatevér the .company controls including product, price, pléce, promotion and
branding while ultimately value as perceived and experienced by the customer
matters. .Furthermore, Cravens (2006) added that at the beginning of £he century
strategic marketing is confronted with an unprececiented array of cémplex
challenges and exciting opportunities. These changes, according to the theorist,
are the conséquences of demanding custc;mers with complex value requirements,
~aggressive global competition, turbulent markets, new technologies and
escalating globalisation. In that context it is important to highlight that the
strategic influence of rharketing appears to have diminished as short-term
revenue goals become more dominant (Webster et al., 2004). Moreover, Couft
(2004) argued that an explosion of customer segments, products, media and
distribution channels has made strategic marketihg more complex, more costly

and less effective.



When describing the basics of marketing strategy, Drummond et al. (2001)
identified the concept of marketing' as Being inhefently simple - business success -
via a proéess of understanding and méeting customer needs. Given this basic
simplicity why do we need something as complicated and time-consuming as a
marketing strategy? While the basic pfinciple may be sirﬁple common sense i.e.
achieving excellence in marketing involves many complex, interdependent or

even conflicting tasks.

The same authors saw the strategic role of marketing iﬁ the transformation of
corporate objectives and business strategy into a competitive market position.
Esseﬁﬁally, the concern is to differentiate firms’ activities/ products by meeting
customer needs more effectively than competitors.
Fﬁrthémore, Brooksbank (1999) wrote that, according to Hooley and Sauhders
(1993), ‘successful marketing strategy development is fundamentally a process of
| finding the optimum “fit” between the firm and the competitive environment in
- which it operates - not just today’s environment, but also that of the foreseeable
future’. Drummond et al. (2001) agreed and characterised rharketing strategy as
‘the process of analysing the business enyironment, defining specifié ‘customer
needs, matching activities/ pfoducts to customer segments and impiementing

programmes that achieve a competitive position, superior to competitors’.



There are many other definitions of fnarkeﬁng and marketing strategy. Lambin
(2007), for example, characterised mafketing as both a business philosophy and
an action—ori_eﬁtated process. He highlighted two broad functions of marketing
within the firm: strategic and operational. Strategic marketing, which is essentially
the side of spectrum that must be exploredv inﬁﬁs research, according to Lambin
(2007), is effectively leading the firm towards ‘market opportunities adapted to
its resources and know-how and which offer potential profit and growth in the
long-'te.rm’. However, Webster et al. (2004) offered convincing and worrying
evidence that marketing’s strategic influence has declined over the past decadei
and resources have been redeployed from strategic marketing planning to the
‘sales force, driven apparently by customer relationship and account management

priorities.

Ashill et él : (2b03) 'summarise the evolution of SMP. According to this study, in
recent years several conceptual frameworks have been developed to better
understand the processes of strategy formulation. Ashill .et ui. (2003) quote
Urban and Star (1991) who suggested that the term “strategic marketing” is used
to describe the decisions taken to develop long-run strategies for éuwival aﬁd

growth.

Furthermore, strategic marketing literature can be classified as characterising

‘two schools of thought. The first “school” adopts a normative position and



cbnceptualises SMP primarily in terms of rational “content” ﬁlodels of strategy
formulation (e.g. McDonald, 1984; Greenley, 1986). The norrﬁative vapproach
typically Elescribes the application of logical ﬂdw models (O’Shaugfmessy, 1988;
Kotler, 1991) documénh'ng‘ a pre-determinéd series of discrete steps or
operaﬁon;. This literature draws heavily upon classical org@saﬁbn and

decision-making theories (Weber, 1947; Fayol, 1949), and stresses four issues:

; the need for SMP;‘

* the format for planning;

* the formal procedures to institutionalise planning; and

» the general “location” of analytical techniques within the operational

frameworks.

The second school of thought consists of a. more limited number of exploratory
studies, which focus on the issue of “context” (e.g. Leppard and McDonald, 1991;
Piercy and Morgan, 1994). So-called “robust strategies” are about survival in the

long-term, ensuring that all potential threats are covered.

The following three sub-sections (1.3.1 - 1.3.3) will examine in detail the elements
of the foilowing definition of strategic markéﬁng planning by Berry and Wilson

(2000):

10



“SMP is the planned process of defining the o_rganization’é business, mission,
and goals; identifying and framing organizational opportunities; formulating
prodﬁct—market strategies, budgeting marketing, financial, and production

resources.”

1.3.1 The strategic marketing plan

Pulendran et al. (2003) rated strategic planning as one of the most widely used
and -widely understood techniques in marketing and argued that marketing
plahning is the principle mechanism firms possess for aligning their efforts with

the expectations of their customers.

In the same article, the above mentioned strategic marketing planning advocates
argued that adoption of strategic marketing planning technology provides for .
decision-making that is more comprehensive, rational and objective and that this
leads to more appropriate resource allocation (which is critically impor’.cant for

small firms) and improved overall organisational performance.

Lambin (2007) also tried to illush‘ate the importance of written strategic
marketing plans. He believed tﬁat sound strategic thinking about the future must.
be spelled out iﬁ a written docurhent which deséribes the ends and means
required to implement the chosen development strategy. Neves (2007) added

that the growth in international trade, the opening of economies and global

- 11



access to information have brought increasing competition to domestic
economies, resulting in strong consolidation and reduction of margins. As a
result, a modem strategic marketing plan is often assembled under strict
budgetary control and coordination, demanding very careful decision-making

with respect to where and how to spend the limited resources that are available.

Due to the differences in size, organisational structure, financial (and other)
resources or marketing philosophy, firms draw up diverse strategic marketing
plans, but according to Drummond ct al. (2001), regardless of precedent and
planning formats, strategic plans tend to have common elements. Marketing

managers would expect a strategic marketing plan to cover:

(i) industry analysis;

(U)) internal analysis;

(iii)  opportunity identification;

(iv)  objective setting;

(v) formulation of strategy', including mission statement;
(Vi)  proposed marketing programmes and actions, and

(vi) implementation and control - including financial forecasts.

The following figure 1.3 illustrates common areas that are usually covered in the

process of stratégie marketing planning.

12



Figure 1.3 Common areas of the Strategic Marketing Plan

1. Executive Summary

1.1. Current position
" 1.2. Key issues

2. Corporate Strategy
2.1. Corporate mission/objectives
2.2. Summary of overall position and
corporate strategy

3. External and Internal Analysis
3.1. Overview of market
3.2. Competitor analysis
3.3. Future trends
3.4. SWOT

4. Marketihg Objectives
4.1. Financial objectives
4.2. Marketing objectives

5. Marketing Strategy
5.1. Market segmentation
5.2. Competitive advantage
5.3. Marketing strategy
5.4. Specific marketing programmes
* 4Ps, of :
s 7Ps

6. Implementation and Control

Source: Adapted from Drummond ef al. (2001), Strategic Marketing, p.243

Lambin (2007) pointed out that one of the key elements of the strategic marketing
plan is the mission st-atement, which should outline the firm’s long-term vision of
what it wants to be and whom it wants to serve. The strategic marketing plan is-
also based on an external audit. The environment is ever-changing and complex

and the firm must constantly scan and monitor the environment to identify the .
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main threats and Opportunitiés. Thus, it is most likely .that the strategié
- marketing plan of any given firm would~be constantly evolving depending on
changes in thé external environment. The obj‘e.ct'ivelis to evaluate firm’s resources
in order to identify a sﬁstainable competitive ad\;antage on which to base

development strategy.

There are numerous definitions of the term “strategic marketing plan”. One of
the commonly used is by McDonald (2007). He defines the strategic marketing
~plan as ‘a document oﬁtlining target markets, the development of marketing
programmes and the execution of tﬁése)programmes - W}ﬁch covers a- period of

between three and five years’.

Aécording to the above-mentioned Lambin (2007), the strategic marketing
process can be summarised in six key questions relating to a firm’s mission,
target markets, external and internal environments, strategic ambition and

strategic marketing mix. The answers provided to these questions constitute the

backbone of the plan and also the objectives of the firm.
Having identified the firm’s broad mission and strategic marketing objectives,

business managers subsequently engage in the three-step process of posiﬁoning

their product/service in the marketplace.

14



1.3.2 Segmentation, targeting and positioning ‘

According to Clarke and Freytag (2008), segmentatibn is currently one of the core
concepts in strategic marketing planning. Many strategic marketing theorists
(Brooksbank, 1999; Dibb et al., 2002) agree that segmentaﬁon, targeting and
positioning are the foundation of SMP. Drummond et al. (2001) suggested that at
a fundamental level, organisations’ marketing objectives become a decision
about which products or services they are going to deliver into which markets.
Consequently, decisions on target markets are a critical step in strategy
formulation. Thé segmentation prbcess therefore is central to strategy and it can

be broken into three distinct elements: segmentation, targeting and positioning.

Successful segmentation, according to Drummond et al. (2001), relies on a clear
- understanding of the market, with knowledge of consumer behaviour being the

critical foundation on which market understanding is built. Doyle (2002) .

highlighted five reasons why organisations undertake segmentation: |

* to meet customer needs more precisely;
* to gain segment Ieadérship;

* toincrease profits;

* to retain customers; and

* to focus marketing communications.
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When explaining targeting and positioning, Drummond et al. (2001) outlined that
the subject of targeting and positioning arises from segmentation techniques.
Once segments have been identified, they then have to be evaluated iI;l order that
an organisation can decide which particular segments it should serve. Targeting
is the common terﬁx for this process. Woo et al. (2005) argﬁed that cﬁstomer
- -targeting is ‘a key to finding the minority of “good” customers among the mass
of prospects, and keeping them’. Many studies have proposed a variety of
conceptual models and préctical tools, such as regression modeling (Deichmann
et al., 2002; Rud, 2003), artificial neural networks (Ha et al., 2005; Kim et al., 2005)
and mathematical models (Weber and Sun, 2000). In addition some theorists
have focused on direct mérketing and consumer marketing as targeting

strategies (Liet al., 2005).

To evaluate or target different market segments effectively, rha;keﬁng managers,
according to Drummond et al. (2001), must systematically review two issues: the
market attractiveness of the competing segments and the organisation’s

comparative ability to address the needs of the segments. As the authors state:

‘An organisation has to establish whether entering a particu[ar segment is
consistent with its long-term aims and objectives. If not, then no matter how
tempting, entering the segment should be resisted. It will only divert company

resources and management time away from the core goals of the enterprise.”
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In | addiﬁon, Weinstein (2004) has introduced a strategic market definition
- framework. The framework adds | to the understanding of a market by
distinguishing -between relevant, defined and target markets. The relevant
market is the market which fits the resources and objectives of the organisation
in the environment. The defined market is those customér segrrien_ts that are
penetrated. or could be penetrated. The target market contains the present market
segment and targeting of the market. Having selected a target market or markets
the organisation then has to decide on what basis it will compete in the chosen
segment(s). How best can it combine its assets and competencies to create a
distinctive offering in the market?‘This has to be done in 'such a way that
consumers can allocate a specific position to the firm’s product or service within

the market relative to other products.
133 Managing the marketing mix

Strategic product development, innovation and branding

Product development as identified by Drummond et al. (2001) is a strategic
necessity. In terms of product development, organisations can modify, imitate or
- innovate. A rigorous New Product Development (NPD) process is essential to
avoid marketing failures. It is crucial that all organisations develop ﬁroducts.
Product developfnent and innovati(;n are the “life blood” of any business. By

definition, development and innovation are strategic activities that shape the
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future. The creation: of an acceptable product offering involves many strategic

decisions.

Given that many organisations now face difficult commercial conditions -

static/declining demand and intense competition - innovation and product .

development should top the agenda of modern successful ofganisa’dons. Product

development and innovation allow organisations to evolve.

Table 1.1 Types of “new” product

Type of Product
Development

Nature

1. New to world

Often scientific or technical development, high
risk/return activities which can revolutionize
or create markets. Very rare.

2. New product lines or line
additions '

Such products can be: (i) new to the provider as
opposed to the market place, or (ii) additions to
the product ranges already on offer.

3. Product revision

Replacements and upgrades of existing
products. This category is likely to cover the
largest single number of new product
developments. Additionally, this may cover
changes aimed at generating cost reductions -
no perceived change in performance but more
economic product/ provision of the product.

4. Reposition

Aiming to diversify away from existing markets
by uncovering new applications, uses or market
segments for the current products.

Source: Drummond et al. (2001), Strategic Marketing.
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There is much debate around product development strategies (Mosey, 2005). For
example, how is the term "new product" defined? The reality is that few
products are "new" in the sense they are innovative, unique or novel. Most
"new" products are updates or revamps of existing goods and services. Booz et
al. (1982) classified "new" products using the categories shown in table 1.1.
Again this indicates that truly original, innovative products represent only a

small proportion of total development.

The creation of a product/service is only the first step in the product
management process. The concept of managing a product as it goes through
different stages of "life" is described in Product Life Cycle (PLC) theory (Hart
and Tzokas, 2000). Furthermore, according to Mohan and Krishnaswamy (2006),
PLC suggests that a product must be managed differently depending on the
stage of development it is in. PLC is widely accepted and understood as it uses a
biological metaphor. Products go through five distinct stages - product
development, introduction, growth, maturity and decline. However, in recent
years the concept of PLC has been widely criticised. Different theorists (Yang et
al., 2007) suggested that not all products/services follow through all stages of
PLC: some stages are passed over or not reached at all. Others (Hines et al. 2006)
criticised PLC for being too descriptive in nature. According to the concept and
depending on where companies perceive their products to be currently located in

the PLC process, different marketing objectives must be followed and diverse
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marketing strategies applied. But the strategies to be applied are not outlined in

the PLC.

Another issue of great importance in the area of strategic product management is
branding. Furthermore, according to Doyle (2002), ‘brands are at the heart of
marketing and business strategy’. Branding plays a crucial role in attractiné; and
retaining customers. Successful strategic branding creates cusfomer loyalty, helps
to build strong market share and allows the mémtenénce of ‘optimal - prices,

which in turn drives share prices up and ‘provides the basis for future gerth’.

Brand, organisational identity and repufatién as they relate to large organisations
have been around for quite some ‘time with an established wealth of published
research_and extant literature. Originally designed for large companies, branding
is just beginning to attract the attention of small business résearchers (Abimbola,

2007).

A successful brand must be perceived by customers as one offering superior

quality. Doyle (2002) suggested that a brand image is built up in four layers:

1. a quality product - having a product of superior or high quality is the

foundation upon all other associations are built;



2. the basi'c brand - basic elements upon which first differentiations are bqilt
(design, packaging, logo, colour)'; ,

3. the augmented brand - these are additions to the'.core préduct/ service
(guarantees, direct relationship marketing); |

4. the pétential brand - at this le\.fel a brand’s added values are so great that
customers will not accept substitutes even when alternatives are

substantially cheaper (Coca-cola, Kellogg, Gillette). -

S&ong brands according fo Abimbola (2007) convey a feeling of fan;ih’arit.y and
trust, reduce risk and serve as the basis for dialogue and engagement between
consumers and producers. In increasingly fragmented markets, brands and other
forms of symbolic abstractioﬁs are part of individual customer identities and

provide motivating incentives that influence the propensity to purchase.

Strategic d_istribﬁtion decisions

Lambin (2007) :dedicated a separate chapter in his book to the topic of strategic
distribution management. He explained that in most markéts, the phys‘i-cal and
_psychological distance between producers and end-users is such ' thé-lt .
- intermediaries are necessary 'to ensure efficient matching between fhe segments
~ of demand and supply. Lambin (2007) described the notion of a distribution
channel as ‘a structure fofmed by interdépendént partners participating in the

process of making goods and services available for consumption or use by
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consumers or industrial users’. The design of a channel structure, according to
the theorist, is a major strategic marketing decision, neither frequently made nor

easily changed.

Strategfc marketing distribution channels gradually came to be viewed as the set
of interdependent organisations ir}yc_)lyeg in the process of rﬂakmg a product or
service available for use or cénSﬁmpﬁom (Coughlan et al., 2001). This
insh‘tutional—oriented perspective draws attention to- those Iﬁembers (e.g.
wholesalérs, distributors, retaileré, etc.) comprising the dist_:ribution system and
engaged in the delivery of goods and services from the point of conception to thg
point of consumption (Andersoﬁ and Coughlan, 2002). The management of such
institutions through marketing channel managemgnt, according to Gundlach ef
al. (2006), involves the planning, organising, Coofdinating, directing and

‘controlling efforts of all channel members.

Lambin (2007) identified that at the operational side of distribution many
different functions can be performed by wholesalers, retailers or agents for
producers such as: transporting, storing and assorting. At the strategic marketing

planning level three market coverage schemes can be adopted:
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» Intensive distribution - the firm seeks the maximum possible number of
retailers to distribute its product to ensure a maximum market coverage

and the highest brand exposure;

= Selective distribution - the producer uses fewer distributors than the total

number of available distributors in a specific geographic area;

* Exclusive distribution - the manufacturer relies on only one retailer or

dealer to distribute products in a given geographic territory.

Today, accordmé to some scholars the institutional perspective of marketing
- channels gnd their management is giving way to a more customer-focused view
of the channels (El-Ansary, 2005). Reflecting markeﬁng channels within newer
experienced-based economies and involving value adding chains and larger
networks of members, thls emerging perspective emphasises niérketing channels
as ‘providing for the conceptibn,’promotioﬁ and delivery of positive customer

experienceé’ (Gundlach et al., 2006).

- Lambin (2007) also pointed out the fact that nowadays more and more firms are
using alternative strategic distribution approaches and are exploiting the
advantages of direct marketing, which is definéd by the Direct Marketing

Association as: ‘An interactive system which uses one or more advertising media
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to effect a measurable response and/or transaction at any location.” Several
factors explain the development of more direct marketing and communication

systems:

(i) .first, the considerable cost increase of personal communication;
(i)  simultaneously, the effectiveness of mass media advertising has been
weakened; |
(i)  finally, the formidable development of low-cost computers has greatly
facilitated the ﬁse of databases to recdrci and keep track of commercial

contacts with customers.

Strategic pricing decisions
‘Each product has a price, but each firm is not necessafily in a position to
determine the price at whir;‘h it sells the product. But when the firm has
developed strategic marketing and thus gained some degree of market power,
setting the price is a key decision which conditions the success of its strategy,

to a large extent.’

Lambin (2007)
Hinterhuber (2008) also argued that pricing has a huge impact on profitability
and although pricing s&ategies vary considerably across industries they can be

categorised into three groups: cost-based pricing, competition-based pricing and
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custorﬁer 4va_lue-based pricing. Of ﬂmese, customer value-based pricing is
increasingly reéogrﬁsed in the literature as superior to all other priciné strategies
| (Ingenbleek et al., 2003). Indeed, Monroe (2002) observed that ‘the profit potential
for having a value-oriented pricing strategy that works is far greater than with
-any other'pricing approach’, and Docters et al. (2004) refer to value-based pricing

as ‘one of the best pricing methods’.

The priéing approach that firms choose must always depend on and emerge
from the pricing objectives (UrBany, 2601). The objecﬁvés of pricing vary from
the most basic/ fundamental like ‘survival’ qnd ‘return of investment’ to more
strategic such as ’préventing néw entry’ ‘or “market stabilisation’. Companies,
depending on the strategl:c marketing objectives, can adopt‘a market skimming
strategy »(enter the market with a high price‘ and only gradﬁaﬂy lox;ver it as
product/service enters new market segments) or a more aggressive market
penétration strategy (price is deliberately xset at a low level to ensure high market
-share). The following diagram summarises more specific pricing methods

. currently used by companies.
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Figure 1.4 Various pricing methods

PRICING METHODS

| COST-ORIENTATED | | MARKET-ORIENTATED |
L TECHNIQUES L N jsfm i
! Mark-up pricing l§ E ! Perceived value :
! R pricing E
:: Target ROI pricing E é g é
E Early cash recovery E E ! [‘G’oing rate pricing E

______________________________________________________________________

Source: Developed for this research.

The importance of pricing cannot be underestimated as it directly inﬂuences
demand, perceptidn .of the brand and determines profitability. In the current
’ Compeﬁtivé environment, as PLCs are ‘shortening - getting the price right is one
of the most important stratégic marketing decisions.

Integrated marketing communication (IMQ)

According to Holm (2006) the main-purpose of marketing communicaﬁdn is to
affect the consumer’s conception of value and of the relation between benefits

and costs. Lambin (2007) suggested that, the two most important tools of

marketing communication are personal communication performed by the sales

26



force, and impersonal‘communication achieved through media advertising. The
strategic challenge that marketers are faced with is ‘to know when direct

intervention by the sales representative is more effective than advertising.’

In recent yeais the emergence of strategic or, so-called, integrated marketing
commurlications (IMC) has become one of the most sigilificant examples of
development in the marketing discipline (Kitchen, 2003). Holm (2006) defines
IMC as ‘the strategic analysis, choice, implementation and control of all-elements
of marketing communications which efficientiy, economically and effectively
influence transactions between an organisation and its existing and potential
customers, consumers and clierits’. ‘Holm (2006) elso argued -that the main
purpose'of the IMC is to develop a creative strategy, where the content and the
form of the messages are congruent and the selection of channels is carefully

optimised.

Kitchen (2003) identified the four stages of IMC starting from (1) tactical
coordination of promotional elements, (2) redefining the scope of marketing
communications, (3) application of information technology to (4) financial and
strategic integration. Perhaps more signiﬁcaiitly, Kitchen (2003) also found that

the majority of firms are anchored in the first two stages while some are moving

into stage three and very few have moved to stage four.
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1.3.4 Services Marketing

The .marketing of services differs to a great extent from that of pfoducts.
Although there are significant differences between services and manufacturing
businesses, it has been argued that the single most important- difference between
products and services is the characte.ri‘stic of intangibility. Services cannot be

pfoduced in advance and stored (Bebko, 2000).

Parasuraman et al. (1988) suggested that customer evaluation processes also
differ between goods and services. The same authors introduced a techniqué
called SERVQUAL that can be used for performing a gap analysis of an
organization’s service quality performance against customer service quality
" needs. SERVQUAL is an empirically derived methpd thét may be used by a
services’ organization to improve service quality. The method involves the
development of an understanding of the perceived service needs of target
customers. These measured perceptions of service quality for thé organisation in
question are then measured against an organisation that is “excellent”. The
resulting gap analysis may then be used as a driver for_ sérvice quality
improvement. SERVQUAL takes into éccount cu4stomer. perceptions of the
relative importance of service attribg‘tes“ This allows. an organisation to prioritise
and deploy its resources "co;;irmprove the most critical service attributes.
Parasuraman et al. (1988) also argued that consumers tend to rely more on

- information from personal sources, rather than advertising, when evaluating
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services. Perceived risks are greater when purchasing services. Thus, compared
to products, post-purchase evaluation is more complex when services have been
Furthermore, the same theorists argued that brand switching is less frequent

with services than with products.

The above differences bring new strategic implications for marketérs in respect
of informaﬁon provision, reduction of perceived risks, creating quality image
and brand loyalfy. Furthérmore, according to Gilligan and Wilson (2003) the
traditional marketihg mix concept tends to be too limited in térins of providing a
framework for strategic marketing planning in services. To compensate for the
above-mentioned differences in the strategic marketing of produéts and services
Booms and Bitner (1981) devéloped the conventional marketing mix by adding
the following 3Ps: ‘
= 5P - People: representing all people directly or in(iirecﬂy involved in the
consumption of a service, such as employees, management or other
consumers.
* 6P - Process: representing procedure, mechanisms and flow of activities
by which services are consumed.
» 7P - Physical layoﬁtz representing the environment iﬁ which the service is
 delivered, this can take form of both tangible goods that help to perform

the service and intangible experiences of customers.
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Regardless of some éxisting criticism (Svenssén, 2001; Hernon and Nitecki, 2001;
Imrie et él., 2002) SERVQUAL will remain a.populér choice of service quélity' :
measurement until a Supeﬁor model is proposed (IWisniewski,_ 2001). Indeed,
ac;:ofding to Irmie (2005), who was one of the critics of the model, there has been

no fundamental challenge to the core conceptual model behind SERVQUAL.

Having analysed the literature the researcher answered one of the fundamental

questions of this chapter: “What is strategic marketing planning?”

Strategic Marketing Planning 1s the ongoing and constantly evolving process of
developing a competitive ‘marketing strategy which involves analysis of market
segments, selecting potential target markets and positioning strategies; and
preparing a strategic marketing plan aligned to the firm’s vision (or mission
statement) and contingent on a calibration of the firm’s marketing mix.

(The researchér’s definition)
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1.4 SMP in small firms

’Entreprenéurs and small business owners inter-pret marketing in ways that do
~not conform to standard textbook theory aﬁd practice. They tend to be more
’innb&aﬁon—oﬂented’ than customer oriented. They target markets through
‘bottom-up’ self-selection and recommendations of customers. They shy away
from formalised research, relying more on informal networking. They prefer -
interactive marketing methods to the mass communicc_zti;)ns strategies of larger
companies. It is more useful to characterise smail firm marketing as a strategic
process that involves innovation, identification of tdrget markets, infoﬁhal ‘
information gathering and interactive marketing methods — methods which caﬁ
be summarised as a marketing  mix of influence (word-of-mouth
communi_cations), image building, incentives and involvement.’

Stokes (2006)

It is well documented (Stokes, 2006; Gilmore et ql. 2001; Blankson and Stokes,
2002) that small firms have unique' characteristics that make their managers
differentiate their marketing from the conventional marketing applied in large
orgénisatidns. According to Gilmore ef al. (2001) these characteristics may be
determined by the o%er/ manager’s individuality and the firm’s size and .stage
of development. The limitations of small firms also differentiate their.marketing‘.
such limitations can be summarised as: limited resources (finance, t.i‘me,

marketihg resources); lack of specialist expertise and limited impact in the
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market place. Clearly such limitations will influence, indeed determine, the

marketing characteristics of small firms.

As already stated in section 1.3.2 of this chapter, strategic segmentation and
targeting is determined by market research. The success of adjustments to the
marketing mix is tracked by consumer research. However, small firm
owner/ managers generally shy away from such formal research methods (Hills
et al, 2005). They prefer more informal methods of gathering market
information, usually through networks of contacts involved in the industry or
trade. Carson and Cromie (1990) agree that marketing planning in small firms is
inherently different from that applied in the large scale enterprises and that
conventional marketing planning philosophy needs adapting before use by small
firms. In addition, small firm marketing is often informal, haphazard or
sometimes even chaotic because of the way an owner/manager does business:
they make most of the decisions themselves and are typified by a passive
reaction to the business environment rather than a proactive strategic

engagement.

Furthermore, it is self-evident that marketing practice varies greatly from firm to
firm even within the small firm sector (Covin et al.,, 1997). Firms vary in the
extent to which they adhere to their business and marketing plans. Murray et al.

(2002) suggested that strategic marketing in small firms varies in terms of "how
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much" marketing is conducted and how much emphasis is placed on marketing
relative to other managerial activities. The nature of marketing practice itself also
varies. In some small firms the predominant marketing activity is selling while in

others it is marketing research, advertising or channel management.

Due to the above mentioned limited resources, small firms have to prioritise their
marketing activities and choose marketing direction even more carefully than
large scale enterprises. However, according to Stokes (2006), owner/managers of
small firms give marketing a low priority compared to other business functions,
even though it is believed by academics (Blankson and Stokes, 2002) that a firm
with a strategic marketing orientation will perform better than another similar
firm without such an orientation. Confirming this theory Hart and Tzokas (1999)
studied the impact of strategic research on the export performance of small firms
in the UK. The authors concluded that using export marketing information is the
key to success. The small firms that devoted more time, effort and resources
towards collecting information about potential export markets showed healthier

ratios of export sales and profits to overall sales and profits.

A successful sales and marketing strategy, according to Simpson and Taylor
(2002), has been acknowledged to be the most important of all business activities
and essential for the survival of small firms, and yet, as identified by Huang and

Brown (1999), it is often "the most dominant” problem encountered by small
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firm owner/ nianagers. Moreover, Stokes (2006) suggested that marketiﬁg is
particularly important to smaller firms because it represents ‘a vital interféce
between a small firm and an uncertain, fast changing external environment, and
a key internal management skill which differentiates between surviving and
failing firms'. Hills et al. (2005) also i:)Oint out the importance of strategic
marketing in small firms quoting a survey of venture capitalists who rated
marketing management as important to the success of new businesses at 6.7 on a

7-point scale.

Scholhammer and Kuriloff (1979) first recognised a personalised management
style - so-called owner’s vision - as a distinguishing feature of small firms. Later
theorists c.ohﬁrrned' the existence of a relationship between the psychology,‘ type
and background of owners and the marketing performance of their firms (Carson
et al., 1995; Stokes, 2006}. When the‘ personal characteristics of the
owner/ manager are the dominant internal management influence, the maiketing
strategy and planning of a small firm will be-much affected by the marketing
competency of the owner. - Carson et al. (1995) describe small firm marketing in
térms ;)f the experience, knowledge, communication abilities and judgment of
the owner/manager - key competencies on which markeﬁng - effectiveness
depend. As the competency of small firm owner/ manégers varies widely in
these areas, so does the marketing performance of their firms. Consultants,‘

educators and policy makers attempting to overcome marketing problems do not
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always succeed as small firm owners often reject approaches from advisors and

consultants because of a “fortress enterprise” mentality (Stokes, 2006).

The séme academic suggested that owner'/ managers define marketing only in
terms of tactics to attract new business (i.e. customer acquisition and promotions)
whilst the identifying of customer needs and other non—pfomotional aspects of
strategic marketing planning, such as new product development, strategic
pricing and distribution, are largely ignored. ~Many owners vsuggested, '
continued Stokés (2006), that their small firms were reliant on word-of-mouth
recommendations and therefore “they did not have to do any marketing”. This
does not necessarily mean that- they overlooked other aspects of marketing,
rather that they were unaware of the -terminology. Their activities indicate a
strategic marketing awareness, particularly in areas such as monitoring the
market place, targeting individual market segments and emphasising customer
service. Owner/ managers do indeed devote much of their time to building‘
relationships with satisfied customers who then recommend the business to
others. In other words, they spend considerable time and resources on strategic

marketing, but they call it by another name.

Small firm marketing relies heavily on word-of-mouth communication (Winch
and Bianchi, 2006). Indeed, word-of-mouth markéting can be a low-cost and

highly beneficial route to sales growth and is recognised as a potentially effective
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part of a marketing strategy for a small firm (Stokes’ and Lomax, 2002). However,
Stokes and Lomax (2002) also highlighted the fact that we know very little about

how word-of-mouth processes work for small firms.

When describing word-of-mouth communication the theorists most often use
Arndt's (1967) definition: ”Oral person-to-person communication between a
receiver and a communicator whom the person perceives as non-commercial,
- regarding brand, product or a service.” While analysing this definition, Stokes
(2006) highlighted two crucial distinctions between word-of-mouth and other
forms of marketing activity: (i) it involves face-to-face, direct contact between a-

communicator and a receiver; and (ii) the communicator is perceived to be

independent of the product or service under discussion.

Good direct recommendations, image or. perceptions and positive press reports
coming from satisfied customers, influence new purchasérs. As the customer
base grows, assuming experiences are still positive, the recommendation rate and
image also grow resulting in accelerating sales. Sterman (2000) described this
process as ‘the éngine of corporate growth’. An eroding image, however, can
have opposite and disastrous effects and, as Misner (2002) has commentéd
regarding negative recommendations, ‘the average unhappy client can talk to

dozens of people about his/her bad experience’.
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Theory also suggests (Stokes, 2006) that word-of-mouth marketing has two major
disadvantages:: (i) it is self-limiting: (reliance on networks of informal
commum'cétions reétricts organisational growth to the limits of those networks);
(ii) it is non-controllable: (owners cannot con:’trol “word-of-mouth
communications about their’ﬁrms)., In practice, however, successful small firm

owner/managers find ways of encouraging referrals and recommendations by

more proactive methods.

Winch and Bianchi (2006) in their research on the global strategy for SMEs
confirmed that word-of-mouth can indeed be an important part of a small firm’s
marketing strategy, but it does need careful attention “as the same forces that act

as a growth driver can equally drive a company into spifalling decline’.

Successful small firm owner/managers recognise the importance of building
v.favourable- images of their business in the market place in order to encourage the
influence of positive word-of-mouth marketing. Image building is particularly
important for small firms, which are involved in selling services, rather than
tangible products (Parasuraman et al., 1988). Potential customers cannot easily
test or sample services, so their perceptions of the selling organisation become
even more importgnt in the purchase decision. Stokes (2006) also agreed that a
number of factors 'mﬂuence such perceptions including the workplace ethos or

atmosphere, the physical appearance of anything associated with the firm from



letterheads to lorries and the attitudes of people who have customer contact -

which is usually everyone in a small firm.-~ -

1.5 Problems associated with SMP in small firms

Although (as identified in section 1.4), marketing planning is a key factor in a
sﬁaH firm’s survival and development, such firms ‘share a number of
characteristics which cause marketing problems. These include a restricted
customer base, limited marketing expertise and impact, variable and unplanned
effort and an over-reliance on the owner/ ménager’s marketing competency
(Stokes, 2006). Most existing SMP frameworks were designed for larger, well
resourced firms and, therefore, should not be liberally borrowed and advanced
as solutions for smaller, less well resourced firms. This very lack of resources
impacts on the competitive strategies appropriate for small firms (Lee et al.,
2002). The same theorists argued that the use of strategic marketing planning in
small firms is a relatively new phenomenon. Thus, small firms” managers who
are trying to apply SMP can be considered innovators and innovators very often

experience problems while attempting to adopt new approaches.

Furthermore, while investigating the barriers to innovation and New Product
Development in small Aﬁrrhs, Freel (2000) discovered that studies of small firms

have consistently raised the issue of poor management skills and, more precisely,
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that poor strategic marketing skills have been a barrier to product innovation.
Stokes (2006) also identified a lack of formalised marketing planning as a major
obstacle to small firms' development. He argued that short-term considerations
take priority over longer term planning making small firm marketing
management reactive in style and oriented towards the operational rather than

the strategic.

Developing SMP practices is especially difficult when the small firms' sector
continues to be plagued by high failure rates and poor performance levels
(Jocumsen, 2004). These unsatisfactory performances may be caused not just by
poor strategic marketing decisions (Kotler, 2000; Corman and Lussier, 1996), but
also by an inadequate understanding of how modem small firms arrive at

strategic marketing decisions (Culkin and Smith, 2000).

This crisis of confidence in the marketing discipline, according to Brown (1995),
has to a large extent centred round the lack of applicability of marketing theory
to marketing practice. The basic tools and tenets of marketing management
theory are coming under scrutiny and their relevance for the modem business
environment coming under question. For example, modern researchers (Mohan
and Krishnaswamy, 2006; Yang et al, 2007; Hines et al. 2006) demonstrate that
many of the differences predicted by the PLC, one of the most long established

models of marketing planning and analysis, are not evidenced in their own

39



research. Other theorists (Hill et al., 1998) extensively c_riticisé the Boston Matrix,

consumer behaviour models and even marketing the concept itself.

Furthermore, Hill et al. (1998) in their article on combining marketing theory and ‘
practice suggested that ‘the theoretical urlxderp'mnin'gs of marketing thought are
coming under an increasing threat and often they are being perceived as lacking
any relevance for the mo.dern business environment, especially in. the case with

the small business sector.”

The same article continues with numerous accounts of the many operational
difficulties that surround the marketing planning process. There have been a
number of research studies into the relationship between planning and
‘organisational effectiveness. However, the findings have been conflicting and,
subsequently, Hill et al. (1998) had to conclude that, without further empirical
research findings in tilis area, the idea that firm’s performance improves as a
consequence of engaging in a planning process> and applying well known

strategic marketing techniques has not proved easy to confirm conclusively.

McDonald (1989) also summarised difficulties in marketing planning in small
firms under the following ten barriers:
(1) Confusion between marketing strategy and tactics.

(2) Isolation of marketing function from business operations.
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(3) Confusion between marketing function and marketing concept.
(4) Prevailing organisational structures along functional lines.

(5) Lack of skills in in-depth analysis.

(6) Confusion between process and output.

(7) Lack of core marketing management knowledge and skills.

(8) Lack of a disciplined, systematic approach to marketing planning.
(9) Need to prioritise objectives.

(10) Need for a more appropriate marketing culture.

Carson et al. (1995) later developed an extensive list of marketing skills or
competencies required to address the above ten barriers and considered
desirable for effective marketing decision-making. These include 'vision,
creativity, leadership, communication, motivation, initiative, intuition,
adaptability, analytical thinking, judgement, organisational ability, knowledge

and networking'.

McDonald (1996) and Piercy (1997) have argued that decision making skills need
to be taken into account in planning because marketing management tools and
frameworks are open to misinterpretation and abuse. McDonald (1996) states
that without an understanding of some of the basic tools of marketing, the
chances of coming up with strategies focused on achieving a sustainable

competitive advantage are slim. He also suggested that communication and
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interpersonal skills are also ‘prerequisites for marketing planning success, since
excellent marketing plans will be ineffective unless those on whom the main
burden ‘of implementation lies, understand them and are highly motivated

towards their achievement'.

Having evaluated SMP in small firms and problems affecting their marketing
performance, the researcher set the objectives for further secondary research. In
reseérchers o.pirﬁon, secondary research of this study should now focus on
investigating exisﬁng SMP models of discovering an alternative to. formalis_ed

models and approaches.
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1.6 Conclusion

Three main objectives of Chapter 1 were: (i) to define and profile the small
business sector, (ii) to define the concept of strategic marketing planning (SMP),

and (iii) to explore the application of SMP in the small business sector.

Chapter 1 identified and clearly defined the target of this study viz  firms in the
Republic of Ireland employing between ten and fifty employees irrespective of
sector and.industl;y. The main findings in this chapter suggested that the sméll
business sector is a major contributor to employment in the state. In addition,
this chapter explained that strategic marketing planning is the ongoing and
constantly evolving process of devgloping competitive marketing strategy and as
high]ightéd m the chapter that this process is‘. different in the small business
éector. In order to overcome many existing strategic markéﬁng problems, small
firm owner/ m.anagers tend to rely more on their own vision, i)asic image
building and word-of-mouth rather than on the formal strategic process which
involves prepa;ing a strategic marketing plan, analysis of market segments and
selecting potential target markets énd poéiﬁdriing strategies. However, if these
strategic marketing frameworks, desigr&e.d originally for 1afge—scéle enterprises,
were adapted for the small business sector, the rate of successful application in

the sector would increase.
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21 Introduction

Chapter 2 consists of four sections which describe existing SMP models; The first
section of the chapter giveg an overview of each model or appfoach describiﬁg
-the process of development of the model and explaining how it works. Ih the
second section of the chapter, the researcher evaluates existing SMP approaches
relying, where’possible, on the critiques of these SMP models by strategic

marketing theorists.

The third section describeé the phenomenon of networking arﬁohg small firms.
The importance of ngtwbrking and co-operation as strategic marketing
approaches in small firms is becoming more evident. As already discgssed in
chapter 1, small firm 6wner/ managers tend to ‘shy away from formalised
research, relying more on informal networking’ (Stokes, 2006). Ha;ring
recognised tﬁe increaéing popularity of networking in the small businesé sector,
the researcher explores the benefits as well as the disadvantages of networking
and co-operation in small firms. The chapter concludes with a presentation of
the rationale for developing a new strategic marketing planning inodel for the

small business sector.
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- 2.2 Review of existing SMP models for small firms

Siu aﬁd Kirby (1998) pointed out that although strategic marketing planning
theorists recogniée and review marketing planning activities in small firms, the
sector is still without alpreferred SMP model. Later, Brooksbank et al. (2004)
would connect this phenomenon to the fact that to a large extent all previoué
research in the SMP érga was based on and targeted at -either large scale
enterprises or very small firms, so-called, ‘micro-firms. In this éhapter the
researcher explains several widely accep‘ted models for SMP in small firms and
reviews them in the order that they were developed by SMP theorists. Due to 'the
nature of The Contingency Appr_oaéh by Cannon (1991) it was reviewed last. The

very basic assumption of the contingency theory to SMP in small firms is that

there is no univers;il approach that would be applicable in all small firms.

One of the first smail firms” marketing approaches - the stages/growth model - is
rarely used at present. The model, presented by Churchill and Lewis (1983), is
essentially a modification of PLC. According to the stages/growth model there
are five stages in firms’ development: (1) existence, (2) survival, (3) success, (4)

take-off and (5) resource mature.

When describing the stages/growth model, Siu and Kjfby (1998) wrote that

‘marketing was believed to exist as a major issue in the “Existence” stage only.
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The owner/manager at this stage took charge of marketing and sales activities’.
As the small firm moves through the stages, marketing becomes a minor issue.
With growth, the role of marketing planning decreases from ’critically important’

to ‘'modestly irrelevant’.

The marketing planning process for small businesses developed by Roger Brooksbank
(1999) suégested that the marketing planning proéess combines ‘the three
fundamental principles’. The first principle is ‘to adopf a marketing orientation,
or.philosophy, of business in éontfast toa producﬁon-érientated company which
focuses on producing technically excellent »products at the lowest possible cost’.
The second principle is to employ a comprehensive planning approach. To be
effective, marketing plannipg must be ‘comprehensive with respect t-o. all four
“classic” functions of management (analysing, plamjing, organising and
controlling)’. Finally, the third principle, according to Brooksbank (1999), ié to
’keep on” marketing plannipg. The fas;c—changing nature of marketing plaﬁﬁng
means that ‘marketing planning should be a continuous, ever-evolving process,

which seeks to exploit these changes in the company’s best advantage’.
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Figure 21 The marketing planning proc‘tlass for small businesses

\
{

v

p——

'f Marketing
i Philosophy

AIMS

ro AN

TASKS

oy

I
|
ﬁtnalyslng Phase

To define where the company is now
and where it could go in the future.
{Analysing)

1. Conduct marketing research.
2. Analyse and chart S.W.0.T
profile{s).

4

Strategising Phase

To determine where the company
is going to go, and how best to
get there,

{Planning)

3. Set marketing objectives for
© eath product/service,
4, Formuate a positioning strategy

for each product/service.

Implementing Phase

To translate the strategy into action

{Organising}

5. Assemble the 4 P's mix for
each product/service.
6. Organise the marketing etfort.

'

antrolling Phase

Strategh
Cony

To maintain efficiency and
effectiveness over time,

(Controiling}

7, Design a markeling
informalion systerm,
8, Prepare a performance tracker,

- |  Market
Re

o

imum -

sults

Tactical
Control

Source: Brooksbank (1999), “The theory and practice of marketing planning in smaller business”

48



Brooksbank (1999) argued that the marketing planning pfocess goes through

four main stages:

- 1. Analysing;
2. Strategising;
3. Implementing; and

4. Controlling.

F.igure 2.1 serves to highlight the key aims af each phase of the proc:éss (in the
left-hand column) and the key tasks involved (in the right-hand column). The
above figure also translate into the following definition: ‘Marketing planning
involves the' regular analysing of a company’s competitive situatioﬁ leading to
the setting of marketing objectives, and the formulation and implementation of
strategies, tactics, orngaﬁons and con&ols for their achievement’ (Brooksbank,

1999).

An Inductive model of SMP was developed by Ashill et al. (2003). These
marketing planning theorists employed 'é qualitative interview apf)roach to
gatheriﬁg and analysing marketing dec;ision makers’ retrospective accounts
regarding the most recent formalised SMP: process they had experienced. The
authors utﬁised a multiple-case study approach as the data collection method.

For this SMP study, following the advice of Eisenhardt (1989) who suggested
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that studies of between four and ten cases ‘usually work well’; Ashill et al. (2003)
interviewed decision makers from four firms in a single industry setting in New
Zealand. Accord.ing to the developers of this model the inductive model of SMP
suggests that ‘strategic marketing planning activity embodies a set of framed
perspectives, values and assﬁmptiohs -that are integral to the whole process’. The
authors used the analogy of an iceberg in presenting their model of SMP (see

figure 2.2).

Figure 2.2 An inductive model of SMP
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Source: Ashill ef al. (2003), “Strategic marketing planning: a grounded investigation”
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The top, fnost_ visible model visible layer of the inductive model - ARTIFACTS -
‘focuses on and represents the constru.ctec'l physical and social environment of
SMP activity’. The artifacts represent those tangible aspects that small firms’
owner/managers hear, sée and feel when undertaking marketing planning

activities in both written and oral forms:

A second layer of the model - FRAMED PERSPECTIVES - has to do with
attributes that ‘shape’” and ‘distort” the perceptions and judgements that lead to
the ‘tangible and visible outpth of SMP. The frame and its .perépectives impact
upon the way a group perceives and interprets situations’.

The thifd iayér of this model - VALUES - is concerned with how the firm’s
marketing manager approaches problems and opportunities. The author argues
that this can depend on ’extrinsic rew&dé linked to some fofmal evaluation
process’. Two sqb—categories erﬁerging in the third layer are centralisation and
formalisaﬁon.' Ceﬁtraliszition characterises the e;ctent to which the firm values the
SMP process as being under the control of a few top managers (in small firms,
~ possibly, one owner/manager); formalisatioﬁ refers to the extent to which
procedures, rules and .guidelines are emphasised in any given firm, for example,
‘requiring markéting decision makers to document planning activities and

adhere to job descriptions’.
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~ Ashill et al. (2003) suggested that considéring that overt and visible artifacts,
framed perspectives and values related to .the SMP process should lead to ‘the
‘acknowledgement of the fact that tacit beliefs and assﬁmptions should also be
thdught over’. These beliefs and assumptions represent the fourth and most

hidden layer in the iceberg of the inductive model.

Jocumsen (2004) also conducted research, the objective of wﬁich was to propose a
model of strafegic marketing planning for small firms. The developed model
was entitled: ”Theoretical'research framework for strategic marketing deéision-making
process in small business”. After the initial stage of research which involved a
multidisciplinary literature review and six depth interviews the model shown in
figure 2.3 was developed. The model was very complex and confusing especially

for small firm owner/managers.
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Figure 2.3 Framework for strategic marketing decision-making process in small business
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Following the series of confirmatory case studies the results of the initial study
were distilled into a new simplified proposed model of strategic mmkgﬁng
decision-making in small firms. The new model ’comprise;_i a deci;ion initiation
step, a final commitment step and three intervening iterative steps of infbrmation
gathering/research, financial analyses and assessments and internal.factors’ (see

figure 2.4).

Figure 2.4 Model of strategic marketing decision making in small businesses
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Source: Jocumsen (2004), “How do small business managers make strategic decisions?”
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The study by Jocumsen (2004) found that small firms' owner/managers follow a
much less complex marketing decision making process leading to a more
straightforward strategic marketing planning process in small firms. According
to the theorist, in making strategic marketing decisions small firms'
owner/managers go through a less complicated process of decision-making

'‘both in terms of steps followed and the methods used to carry out those steps'.

One of the main advantages of this model is that the author accepts that small
firms' owner/managers often use some (simple) analytical tools, that they make
‘extensive use of gut feeling and intuition, that they place much reliance upon
past experiences, that they rely upon internal advice only to a limited extent' and
they 'utilise advise from business associates much more than that from outside

professionals'.

Hence, any further proposed models of strategic marketing planning in small
firms should be presented, as per Jocumsen (2004), within the context of these
current ways in which small firms' owTier/managers go about their strategic

marketing decision-making.

In 2006 Dr. David Stokes presented his model of SMP entitled "Small Business
Marketing Process™. The four main elements of this model, together with the four

types of, so-called, interactive marketing methods, are conceptualised as the
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“Four + Four I's” of small business strategic marketing as shown in figure 2.5

" below.

Stokes (2006) argued that, as a strategic procesvs‘,'market‘ing in the small business
sector involves innovation, idenﬁﬁcaﬁon of target mérkets, informal information
gathering and -interactive marketing methods. This can be summarised as a
marketing mix of inﬂuence. (word-of—mouth communications), image building,
incentives -and involvement - the “Four + Four I's” 'ratfler than the 4 P’s of the

conventional marketing mix.

The small firm SMP procesS illustrated in figure 2.5 starts with information |
gathering through networking rather than formal marketing research applied in
large-scale enterprises. The next stage - innovation - according to Stokes (2006) is
one of the main driving forces of the SMP process in small firms. However, thié
does not mean that entrepreneurial innovation consists of major breakthroughs
"and inventions. This may mean stocking new lines, approaching a new market
| segment with a particular servicé or improving services to existing customers - in
| other words ‘incremental, innovative adjustments which together create a
competitive edge’. Furthermore, success is also dependeﬁt on identifying a
particular group (identification of target markets) of éustomers who need the
product or service on offer and subsequently communicating the mgsslzage via

interactive marketing methods illustrated in figure 2.5.
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" Figure 2.5 4+4 “|”"s Model
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Source: Stokes (2006), Marketing and the Small Firm.

Siu and Kirby (1998} stated that ‘each firrﬁ is ﬁnique and eacfl situation should be
analysed separe;tely. There is no universal/optimal model for all businesses and
firms regardless of théir resource positions and environmental context’. Cannon
(1991) and Hogarth-Scott et al. (1996} adopt the contingency approach to strategic

marketing planning to understand small firms' marketing by examining the
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external marketing environments of small firms. Siu and Kirby (1998) later
suggested that the major contribution of the contingency “‘approach is ‘the
acknowlédgment that various factors influence the small ﬁfm’s marketing
performance’. The contingency approach is; based on the assumption that
strategy-performance relationships..can vary across ciifferent firm sizes or/and-

different business environments.

Essentially advocates of the contingency approach propose no universal set of

strategic steps or choices for small firms’ owner/managers to succeed in SMP.
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2.3  Evaluation of existing SMP models

The stages/ growth model suggests that any model of small firm mérketing must
take into account the stage of development of thé firrﬁ. However, Siu and Kirby
(1998) pointed out two major assumptions - firstly a necessary change in the .
business and marketing practices of the owner/ manager of the firm to enable the
progression from one stage to the next; and secondly, the awareness, aptitude
and ability of the owner/ manager to deal with the different _problems

encountered at each of the stages.

However, not all small firms conform to‘this model. Owners/ m‘;magers with
some prior marketing education or experience may introduce and benefitA from
adopting é proféssional marketing approach from the very beginning. In
~ addition, other variables, e.g. the entrepreneur’s 'aptitud'e for marketing, will also
shépe the life cycle curve. The number of stages that the firm might éass_
through during its life cycle is highly variabie. Moreover, thére may be no

progression from one stage to the next.

Another limitation of this model is the fact that it primarily provides a
description of internal changes in the organisational structure. Small firms
especially will also be influenced by and respond to changes in external

environments (Siu and Kirby, 1998).

59



Although the study by Ashill et al. (2003) and the SMP model that emerged out of
it represent ‘an important step in the development of a grounded theory-based
approach to thé study c.>f. the SMP process’ there .are a number of.aspe‘cts that
- shouId- be recognised. The following limitations are mainly to d‘ov with the

research methodology employed by the SMP theorists.

Firstly, the theorists used case study method in given research aﬁd as with any
qualitative study, according to Bazermann (1998), ‘risk may be associated with
recall bias and selective reporting’ . The same critic suggests that the nature of
*data generated via case studies may lead to findingé ‘with limited validity,
reliability and generalisability’. Secondly, as pointed out by Ashill et al. (2003), it
is problematic to determine whether the most recent account of the SMP process
actually represents the actual procés§ or just de.s‘cribes owner/ managers’ ‘frames
and séripts’ developed about the SMP process. Thirdly, @e use of retrospective
acco;mts and perce.ptions of SMP actors and decision-makers can also present
limitations. Fourthly, the timing of the interviews raises another issue. Some
interviews were - undertaken during, and others' immediately after an
organisation’s planning cycle, thus having a potential impact on thg nature and
accﬁracy of recall. In conclusion, the adaptability of a given SMP model to the
.small business sector is a concern, as Ashill et al. (2003) used large-scale
enterpfise decision—maker; for the purposes of the research which resulted in the

Inductive model of SMP.
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Moving on to the most recent SMP model described in this c_flapter, it is
irn?ortant to highlight that the 4+4 I's model by Stokes (2006) describes
thoroughly the process of stratlegic markeﬁng planning in small firms. When
designed, the model was intended to do exactly that ie. describe strategic
" marketing in small firms. However, whether this model will actually aici the

small firm owner/managers in strategic marketing is open to question.

The major contribution of the contingency approach is the acknowledgement of
the fact the various factors influence the small firm’s marketing performance.
The basic assumption of this is that strategy-performance relationships can vary

across different environments and different firm sizes.

Howéver, as suggestéd by Siu and Kirby (1998),vthe use of the contingency
approach in fhe developAment of the small business marketing éaradigm is still
very primitilve. Cannon (1991) proposed that the major problem is the lack of a-
common platform or framework which ‘encompasses the i)resent disparaté

channel of enquiry in a dynamic manner’.

In most cases, variables are not clearly defined, are randdmly selected, or cannot
be measured effectively. Some small firm researchers argue that marketing in
small firms is so distinct and different that each must identify its own paradigm

(Carslon, 1990).
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Finally, one most important limitation of the contingency apprbach is that it is
ess‘éntially an ‘outcome and not a process model (Siu and Kirby, 1998). The
contingency approach ignores the processes by which a given outcome is

achieved.

When evaluaﬁng existing SMP models and approaches the researcher discovered
that many theorists (O’Donnéll, 2004; Morgan et al., 2007; Wilkinson, 2006)
argued that in practice there is another alternative to models déscﬂbed'abéve.
O’'Donnell '(2004) wrote that due to the unique ;haracterisﬁcs exhibited by small-
firms it is becoming increasingly accepted that many vtraditional marketing
' théories and quels aré not wholly applicable to these businesses. However,
O'Donnell anvd other theorists (Hill and Wright, 2001; Blankson and Stokes, 2002)
recognise that small firm owner/ managers do engage in marketing, but -t.hat the
form this r}narketing; takes is not fully understood. For some time, researchers at
the marketing/entrepreneurship interface have employed the concepts of
networks and networking as a means of exploring how énﬁepreneurs “do
Business’f. More recently, attempts have been made to show how the process of

networking contributes to small firm marketing.
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24 Networking and co-operation

Networking is often practiced by small firms targeting other businesses (Morgan
et ‘al.,'2007; Wilkinson, 2006). - Wincent (2005) argued that small firm networlésv
have become quite popular, firstly, due to the belief that they can foster
enhanced competitiveness and renewal for participants anci, secondly, because a
significant amount of modern practitioners seem to operate in such networks in
order to develop and strengthen their firms. Although small firm networks are
;imilar to most alliances, joint ventures and partnerships; all firms in these‘
networks do not need. to interact directly with each other (Véramaki and
Vesalainen, 2003). Rather, ”ﬁetwork logic” is built upon smaller overlapping sub-‘
groups of firms where strategic integration is present. The configuration of the
sub—g;oups can be ‘dynamic, since the idea is that membership firms should
jointly perform work tasks to overcome the natural disadvantages that small
firms have, such as a lack of resources and linﬁte(i market power. According to
Human and Provan (1997), often an administrative organisation connects the
parﬁcipating firms by indirect support to business projects, where firms
participate jointly to develop their business operaﬁons or exchange/ shére
resources for sfrategic implementation in manufacturing, product development

or marketing,.
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Dennis (2000) suggests that ‘all companies are part of apetw‘ork to a gréater or
lesser extent’. All compaﬁies form ‘relationships with their suppliers, buyers,
Competitoré and allies and as a consequence make a décision on whether or not
to strengthen or grow the links which lead to fhe formalisation of a cooperative
‘ structure. It is therefore only the extent of the closeness, interdependency and
consciousness of these relationships that determine whether they are truly called

"networks”.

The process éf networking has various definitions in the literature. Iacobucci
(1996) for example, has stated tha't networking ‘is a verb used to describe the
‘initiaion and sustenance of interpersonal = connections for .the rather
‘Machiavellian purpose of tappjng those relationships later for comm‘ercial gain’.
Carson ef al. (1995) describe ‘networrking in a small firm context ‘as an activity in
which the entrepreneurially oriented srﬁall firm owners build and manage

personal relationships with particular individuals in their surroundings’.

When listing the research findings, O'Donnell (2004) defined marketing network
as ‘the netwo?k of actors with whom owner/managers interact to accrue
marketing benefit’. The author also showed that, generally speaking, networking
is an activity that varies according to the individual .sr_nall firm owner/manager
and even according to the person with whom the interaction takes places. As

O'Donnell's (2004) further study suggests, small firm networking can vary along
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certain networking dimensions which can be categorised as: level of networking,

networking proactivity and strength of network ties.

‘Researchers” opinions differ as to the level of networking in which small firm
owners/managers engage. Some theorists suggest that owners/managers are
more likely to have a wider range of networks than marketing specialists
emfaloyed by a; large company and will consequently spend more time engaged
in the process of networking (Birley et al. 1991). However, Curran et al. {1993), on
the other hand, beiieve that time-constraints on owners/managers make
extensive _inclusion in networks problematic, or in some cases, impossible. The
level of networking can also vary according to the particular network actor.
Therefore, as suggested by O’Donnell (2004), the level of networking in which an
owner/ manager engéges with'a particulér network actor, can be positioned
along a continuum from “limited” to “extensive”. Furthermore, generic
markeﬁng hetwork according to O’Donnell-.(2004) comprisés:
- = Potential customers and existing customers;

» Potential suppliers and existing suppliers;

* Competitors in fhe firm’s home market; and

» Competitors outside the home market;

* Business frjends and colleagues;

* The Small Business Agenéy and othér Government agencies; and

» Employees of the firm (the internal network),
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An earlier study of the nature of networking by Silversides (2001) outlined five

key issues to be considered when facilitating small firm networking:

» Networks need an identity. To be actively part of a group of business
people and to invest resources such as time and money into an activity, it

must be perceived as an entity which can offer reward on that investment.

» Networks take .time. Individual relationships develop from working

together over long periods of time and years of professional association.

» Networks need trust. To be part of the network an individual has to

engender trust. This takes time and regular business and social contact.

» Networks need a pride in the group’s identity and its reputation. In order
to continue to contribute and take ownership of the network a member
belongs to, there must be some benefit in being associated with this group

of people.

» Networks provide learning and constant development for reflective

individuals and firms.
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According to O’Donnell (2004), a holistic examination of the nature of
networking with the marketing network démoﬁstrates that owner/managers
generally engaged in extensive and proactive networking‘ and‘ generaily
maintained strong ties with the actors. Furthermore, in respect of gaining
marketing knowledge Maniukiewicz et al. (1999} highlighted that networking is
seen by a number of users to be of more value than business counselling sessions
with business advisers. In the course of reseafch O'Donnell (2004) also
highlighted that owner/ managers are drawn more to network actors who a‘re on
their ”waveieng{h". Informal intefacfion may involve customers and suppliers

(Premaratne, 2001) or even family and friends (Drakopoulou-Dodd et al., 2002).

Hoang and Antoncic (2003) defined small firmA co-operation (or. inter-
organisaﬁdnal neMorking) as a procedure for trénslatiﬁg resources from one
firm to another and that might include transfer of ipformatibn, signalling, advice, .
and problem solvin'g. Fuller-Love and Thomas (2004) ’.see co-operatioh as a
theory that plays an impdrtant role in the survival of small firms. Furthermore,
Mor.gan (1997) identifies co-operations as ‘an avenue for learning and
internalisation of new skills’. Well;chosen _partnerships, according to this
ﬂneorist,.rﬁake it possible to byﬁass slow and costly efforts to build a firm’s own

capabilities and access to new opportunities.
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Generally speaking co-operation can be considered a way to stimulate the
dévelopment of small firms. However, growth is only one example of
“development”. Wiklund et al. (2003), for example, suggest thth it is a well-
known fact that many, especially small, entrepreneurs do not want to grow. They
‘are ﬁappy with the size of their firm and the income it generates. In fact only a
third of small and mvedi'um—sized enterprises in Europe increased their turnover

from 2001 to 2003.

Table 2.1 summarisés the most frequent moﬁves/ reasons for SME cofoperation
as follows: access to new and larger markets, broader supply of products) access
té kﬁox&-how and technology, additional préducﬁon capacity and reduced costs.
The smallest .firms most frequently ménﬁdnéd éccess to new and larger markets
as the reason for cooperating, while the largest enterp‘rises prioriﬁsed cost
reduction. - Access to labour and access to capital were seldom mentioned as a
reason for co-operation. According to the EU Observatory of SMES'(ZOOS), the
target of this particular research - the small firms - ranked “access to new and
larger markets” and “additional production capacity” as the two most important

reasons for co-operation with other businesses (or inter-firm networking).
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Table 2:1 Reasons .for co-operation

—_~

Small firms

(10-50 employees)

1st ranked reason

Access to new and larger markets

2nd ranked reason

Additional production capacity

3rd ranked reason .

. Reduced costs

Last ranked reason

Access to capital

‘Source: Observatory of European SMEs, (2003)

Having listed the main reasons for co-operation it is important to look at the

issue of co-operation from a negative perspective and consider some barriers or

obstacles to co-operation. As identified by the EU Observatory-of SMEs research

the following are the most important barriers to co-operation:

* the wish to remain independent;

» lack of information on suitable partners;

= disclosure of sensitive information to other firms;

» risk involved with éooperaﬁng with other firms; and

* taxation and legal restrictions.

Nevertheless, inter-firm networks or alliances are becoming an increasingly

prevalent mode of conducting business. Small firms’ networking can bring many.
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advantagés to its participants. For example, achieving economies of scale (incl.
marketing éxpenditure) through networking ailows firms to take advaﬁtage of
lower initial investment costs and also lessens capital expenditure in the future
(Dennis, 2000; B‘arnir and Smith, 2002). The increased popularity of network
systems may also stem from the idea of “safety in numbers”, whereby associated
firms are able to reduce uncertainty. VFoi' many small firms the main advantage of
 the networking system is that it gives them the opportunity to corhpete

effectively in divergent and often larger markets.

Furthermore, Foy (1994) states that ‘by taking advantage of the co-ordination and
.ecpnomies of scale of large; vertical organisations whilst embracing the
flexibility, creativity and lower overheads of small firms, members of a network
are able to enjoy the best of both worlds’. According to the same a‘uthor,‘
networking and co-operation among small firms makes competing on a nétional
or international level possible through thé co-ordination of factors such as..
research and development, information technology or marketing. Without such

alliances small firms would be confined to their local markets.

Having said that co-operation and networking can reduce costs via economies of
scale, it is important to mention that other researchers (Egs and Englert, 2003)
- suggest that small firm networking also supports the strategy of differentiation.

Findings from research carried out in Germany conclude that cooperation with
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regional business partners opens new opportunities for better targeted

customised products.

. A lack of substantial investment may leave many small firms with gaps in their
-gompete;'\cy or resource pértfolios, but interaction allows network members to
access resources and skills (inc. marketing expertise) not owned by the firm itself,
thus opening up new opportunities. Terziovski (2003) also states tha.t eﬁgaging in
a networkin'g process allows a small firm to concentrate on its distinctive
competencies, while ga_thering efficienlcieé from other .firrris who are

concentrating their efforts in their areas of expertise.

Fuller-Love and Thomas (2004) stated another important reason for co-operation
- strategic behaviour, for example, making it difficult for other firms to enter into

. the market-by joinf control of the niche.

Networking and co-operation present many benefits to the small business sector
and open opportunities that are usually inaccessible for “standalone” small
firms. However, Human and Provan (2000) argue that despite the‘potential to
improve firm performance when parﬁciiaating in a small business network,
membership firms face external challeriges. These include free riding,
opportunism, and uncertainty of outcomés when operating wiﬂ1 partly

independent members that are potential competitors. Earlier Mayer et al. (1995)
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suggested 'in their work that it is likely that opportunism, conflicts and an
unwilliﬁgness to support cooperétive partners bécbme prevalent when there is a
lack of trust between cooperative partners in networks. However, when trust is
present, the valuable exchange between cooperating firms is positively affected.
Furthermore; Ar'ino et al. (2001) ‘agree that the likelihood of a .firm pursuing
possibly essential actions to respond to changes in the competitive and economic
environment increases wher_l there are high l'evéls of trust among cooperating
partners. It also increases the possibilities of closer individual voluntary

cooperation especially entrepreneurial activities.

Another challenge that networking presents is assessing the benefits that the
whole process brings to small firms. Jones (1997) concluded that it is virtually
impossible to isolate the mechanisms that produce the benefits of'co-operation as.
these mechanisms are usually véguely specified and empirically still ambiguous.
Studies cannot shQW adequately how co-operation or | network structures
" influence inter-firm exchanges, and i'; is difficult to measure value creation and
profit induced by the co-operatioﬁ (Doz and Hamel, 1998). The main reasons
adduced are resou?ce sha;ing for different purposes and the fluctuating timé lag

between incurred 'cbsts and earned profit.

Finally, it is important to point out that small firm networking and co-operation

offer many benefits. However their potential is not fully exploited and, as
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suggested by Maniukiewicz et al. (1999), facilitation is required to bring people

‘together in order to encourage networking and co-operation.
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2.5 Rationale for developing a new>SMP model for small firms

According to Ardley (2005), a review of. the literature on strategic marketing
planning reveals that the mannef in which it is carried out in small firms does
not appear to reflect the way in which it is written about in texts. Some
marketing authors point to the failure of ﬁxarkeﬁng planning as ‘a resﬁlt of
implementétion difficulties, blaming inadequate skills on the part of small firm
owner/managers, a lack of marketing knowledge and the way in which internal

cultures are managed (Simkin, 2002).

A' number of articles in well' renowned academic joqrnals (Van De Veh. and
Johnson, 2006; Bennis and O"Toole, 2005) have pointed out that the gap between
strategic marketing theory and practice is widening. Moreover, markéﬁng
managers suggest that marketing theory as described in textbooks is rarely found
in practice (Edwards, 2005). Yet these 'framéworks retain their useful tag.
Strategic marketing theory and models need to be restrucftured, paying more

attention to the ”réality” of marketing practice (Ardley, 2008).

Tapp ef al. (2006) also call for applied academics to get nearer to the type of
knowledge that is trans—disciplinéry and consider ‘the meséy world of the
practitioner’. Indeed, rarely do we see marketing practice articulated from the

perspective of those who implement it. As a consequence, whether or not

74



marketing principles were actually employed becomes very difficult to

determine (Ardley, 2008).

The evidenqe is that academic research in marketing fails to Vmak,e much of an
impression on marketing practitioners. From a survey of marketing managers
McKenzie et al. (2002) concluded that none of them regulariy read an academic
journal. A recent survey of marketing research practitioners established that they
»find sources of information other than academic journals, mainly professional
magazines and web sites, far more useful for professional purposes (Baine‘s etal,

2006).

Gilmore ef al. (2001) suggested that markeﬁng decision-making in small firms is
built around spontaneity, reacﬁvity, informality ahd Iooseneés. Hackley (2000) in
his stuciy also indicated how central tacit knowledge is to marketing decision-
méking. He states that the tacit area of pracﬁcal marketing knowledge is
Systematically ignored in theoretical frameworks. The- case is that the
‘conventional strategic planning models found in textbooks emphasise a simple
systemic approach. They ‘do not capture the complex n'ature» of lived reality’ and
the strategy-making process which ’exists in practice (Moller and Haliﬁén, 2000).
Furthermore, Gummesson (2002) makes an even stronger point suggesting that

‘if false frameworks are being promulgated, then these need replacing’.

75



A substantial amount of the academic literature on the subject deals with the
subject of marketing planning as it relétes to big busineéses, citing big business
cases and examples (Brooksbank, 1999). Some researchers (Stokes, 2006)' also
suggest that ‘the marketing behaviour of small firms is often felated to the N
personal Characterisﬁcs of the owner/ manage.r’. The specific méfketing/ small
business interface has not been examined in any great depth. The main gap in
this area, as identified by Romano and Ratnatunga (1995), is “the absence of a
structured literature base which designated the relevant linkages and established
the nature and weight of marketing on small enterprise research’. It is also
important to point out tha"c the extensive study of periodicals carried out in this
research has identified the need for more primary research on the samples of

Irish small firms in the area of strategic marketing planning.

76



2.6 Conclusion

Literature review identified several aims and objectives for the primary research
section of this stud‘y‘ (see figure 3.1 in Chapter 3). Many SMP theorists (Stokes,
2006; Ardley, 2005; Van De Ven and }ohnsén, 2006; Bennis and O'Toole, 2005)
dgrged that gaps exist between practical strategic marketing planning and
textbc;Ok theory. Furthermore, literature (Mcbongld, 1989; Carson et al., 1995;
Stokes, 2006; Lee et al., 2002) highlighted various problems that are affecting SMP
performance in the small business sector. The aims of the primary research
Woui.d be to define these gaps by exploring current practices employéd by small
firms in SMP and to verify the existence of the SMP problems discovered by the

theorists.

In addition, section 2.5 of the literature review presgnted the rationale for
developing a new SMP model for small flrms Indeed, many researchers (Ardley,
2005; Tapp et al., 2006; Gummesson, 2002) sﬁggested that the need exists for
deyeloping a more practical SMP model for small firms. Therefore, the

~ paramount aim of the primary research would be developing this SMP model.

On the issue of the technical possibility of déveloping the SMP model that would
be adaptable for small firms from different sectors/ industries, Siu and Kirby

(1998) commiented that, at the conceptual level, marketing skills like product mix’
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maliagemeﬁt, marketing research method and communication strategy planning
are transferable from country to country, industry to industry, and even

company to company.

Having ;eviewed and analysed several existing strategic rharketing planning
models the researcher concluded thaf extensiye research has been carried out to
develop various models and approaches to SMP in the small business sector. The
inajority of researchers (Stokes, 2006; Ashill et al. 2003; Jocumsen, 2004), when
déveloping their modeis,’ focused more on describing how stratggié marketing
planning is currently carried out in small firms. The researcher’s view is that
there is a persistent need to develop an SMP model that would aid the small firm
owner/manager in markeﬁng plannirig rather than explain how .the process
works. To conclude this chapter it is important to acknowledge that careful
networking and co-operation can provide a small firm with a competitive
advantage. However issues such as free riding, opportunism and uﬁcertainty of

outcomes should be addressed when choosing suitable networks or partners.
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CHAPTER 3 - PRIMARY RESEARCH METHODOLOGY

3.1 Introduction

3.2 Research Philosophies, Approaches and Time Horizons
3.3 Methodology Phase 1 - Depth Interviev‘vs

34 Methpdology Phase 2 - Sqrvey _

3.5 Mgthodology Phase_3 — Focus Group

3.6 Conclusion
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3.1 Introduction

* This chapter presents the research framework that forms the basis of this study.
Research methodology can be define(i as ’é proces_sof steps used to collect and
anﬁlyse information in order to increase our understanding of a topic or issi;e’
(Creswell, 2005). The researcher divides the primary study into three phases. The

diagram of the overall research methodology is presénted in figure 3.1.

Grounded theories are forﬁ}ulated during phasé 1 of the research, which took the
form of a qualitative reseafch via depth interviews. According to Cassell et al.
(2006), qualitative research is af the front end of reséarch, and has a ‘well
 established pedigree’, while quantitative research allows for descriptive analysis
of issues. During depth interviews, the résearcher focuses on identifying
strategic marketing problems and gaps‘ between strategic marketing theory and
practice from the perspective of marketing practitioners and small firm

~owner/managers.

Having formulated the grounded theories and identified strategic inarketing
problems in the small business sector, phase 2! of the research commenced. This
was the main quantitative part of the primary, research that consisted of a mail

survey of 1,000 small firms operating in the Republic of Ireland. The four main

objectives of phase 2 are illustrated in figure 3;;1. However, these are only broad
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objectives that were subsequently sub-divided into more specific tasks described

later in the research methodology chapter.

Finally, phase 3 of the research concludes f.he primafy study. This tirﬁe a focus
group is utilised as a qualitative data collection Imethod. Having proposed a new
strategic marketing planning model for implementation in the small business -
sector the researcher develops and evaluates thei model with the focus group that
includes marketing specialists and representatives of semi-state small business

support agencies.
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Figure 3.1 Overall Research Methodology diagram

SPECIFIC OBJECTIVES OF GIVEN PHASE

, il
PHASE 1 1.To define the gaps, if any, between
. practical strategic marketing planning and
Qualitative . Depth Interviews theory studied during the literature review.
Research _ 2.To identify problems affecting marketing
. B g ma
performance of small firms and esp.
problems relating to SMP.
1.To identify current practices employed by
. small firms in SMP and networking.
PHAGSE 2 Mail Survey of - . _
L. 2. To identify problems affecting the
Quan‘atatlve 1,000 small marketing performance of small firms
: A and esp. problems relating to SMP.
Research businesses
3.To analyse the design process of strategic
marketing plans in small firms.
4.To identify pros and cons of networking
as seen by small firm owner/managers.
PHASE 3
Qualifative Focus Group 1.To propose and_develop a practical
model of SMP implementation in small
firms. ‘

. Research

32



3.2 Research Philosophies, Approachés and Time Horizons

According to Saunders et al. (2008), the first step in any research is to identify the
most appropriate research paradigm to follow in terms of designing and
collating the research. The research philosophy reflects how the resea.rcher' views
the development of knowledge (Vignaﬁ and Zundel, 2003). A paradigm is ‘a set
of linked assumptions about the world which is shared by a community of
scientists investigating the world" (Deshpande, 1983). Various theorists
(Creswell, 2005; Goulding, 2005; Saunders et al., 2008) describe two distinct
research methodology paradigms: posi&vism (predominant' in science) and

phenomenology (including realism, critical theory and constructivism).

Positivism assumes that science can quantifatively measure independent fécts
about a single apprehensible reality (Tsoukas, 1989). Easterby-Smith et al. (2003)
state that.the core element of positivism is that the world can be apprehended
objectively rather than ‘inferred subjectively through sensation, reflection or
intuition. Furthermore, aécording to Gill and Johnson (2002) positivist research

has a number of distinguishing characteristics:
* Itis deductive;

s It seeks to explain relationships between variables;

» It generally uses quantitative data;
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= It uses controls to test a hypothesis;
= It has a highly structured methodology to allow repetition;
» [tis economical in terms of time and in large number sampling usually via

Surveys.

On the other hand, phenomenology, incorporating realism, critical theory and
constructivism, is more relevant to qualitative research. Gill and Johnson (2002)

suggested that this paradigm has the following characteristics:

» [t uses qualitative data and smaller samples;
* Data is rich and subjective;
» Itisinductive and concerned with generating theories;

-~ = Data collection tends to be time consuming and difficult to analyse.

Realism can be seen as a more appropriate research method for those
predisposed to inductively discovering and bﬁilding theory rather than testing
theory through analytical generalisations (Saunders et al., 2008). The main
objectives are to discover new relationships of realities and build up an
“understanding of the meaning of experiences ratherlthan verify predetermined
hypotheses . (Goulding, 2005). Critical theory, according to Heély and Perry

(2000), focuses on social realities incorporating historically situated structures.

Researchers and their rescarch topics are linked interactively, with the belief
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sy.stem of the researcher influencing the enquiry generating a dialogue between
the researcher and the topic. (Riege, 2003). Constructivism holds that truth is a
particular i)elief system held in a particular Vcontext (Tsoukas; 1989). Similar to
critical theory, it incorporates the ideologies and values that lie behind a finding

so that reality actually consists of a set of perceptible multiple realities.

Having evaluated ﬁe above paradigms, the researcher built his empirical study
. to a large extent on tréditional research methods that centred on positivist
mefhodologies (Hill and McGowan, 1999). These established methodologies
remain popular as they provide ‘objective measures for the treatment of data,

~ large samples and statistical validation’ (Hill and Tiu Wright, 2001).

However, although in rﬁanagement research, research philosophies are often
viewed as being at two opposite ends of a spectrum (Mangan et al., 2004), they
are not mutually éxclusive (Kﬁox, 2004). Indeed, constructivism
(phenomeﬁological approach), also applied by the researcher when sourcing
qualitative data, is becoming increasingly popular for small business research.
Furthérmore, this approach can oftén be more beneficial when researching sniall
firms as it allows for interaction with the owner/manager and often generates

unique research perspectives (Hill and Tiu Wright, 2001).
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To apply the combination of two research philosophies the researcher divided
the primary study into three phases, which included both qualitative and.

quantitative research methods (figure 3.1).

Having identified the mést appropriate research philosophy the researcher must
decide what research approach should be applied. Saunders et al. (2008) state
that the two main research'approaches are: the deductive approach, in which one
develdps theory and hypotheses aﬁd designs a research strategy to test them and
~the inductive approach, in which one collects data and devéldps theory as a

result of data analysis.

Healy and Perry (2000) suggest that the deductive approach to research is linked
to positivism and involves the 'development of a theory or hypothesis that is
subject to Aa test. Gill and Johnson (2002) define the. deductive approach as ‘a
".m'ethod that entails the develop'.ment of a conéeptual and. theoretical stfucture
prior to its testing through empirical investigation’. The inductive approach,-
according to Mangan et al. (2004), is linked | more to phenomenological
philosophy ahd it is concerned with developing a hypothesis from collected data.
Hussey and Hussey (1997) describe the inductive approach as ‘a study in which
theory is developed from the observation of empiricgl reality; general inferences
are indﬁced frqm particular inétances, whichA is the reverse of the deductive

method’.
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In order to move from the theéry fo dafa} that could be tested to defcermine the
validity of the hypothesis, the researcher chose tile deducﬁ?e approach. Indeed,
based on the literature Areview, the researcher constructed a conceptual
framework that led to the development of the assumpﬁons_ that were
subsequently tested during three phases of this study. Furthermore, Robson
(2002) suggested that the survey, Which was the method of data collection during

the main phase of this research, is usually associated with the deductive

| approach.

According to Saunders et al. (2008), research from a time perspective can be
either a-”“snapshot” taken at a parti_cular time or a representation of events over a
period of time. They describe ;chese épproaches as: longitudinal and cross-
sectional. Longitudinal studies study a particular phenomenon over a period of

time and its main strength is the capacity to analyse the -change and development

of that phenomenon. Cross-sectional studies, on' the other hand, study a

particular phenomenon at a particular time and seek to describe factors that

influence it or to compare them in different organisations by employing mainly

quantitative techniques.

Considering that this research is for academic purposes and is time-constrained,

the researcher chose a cross-sectional approach. Accordihgly to Easterby-Smith ef
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al. (2003) and Robson (2002) cross-sectional studies often employ the survey

strategy. However, they may also use qualitative methods (Saunders et al., 2008). |
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3.3 Methodology Phase 1

3.3.1 Objectives

During phase 1 of the research, depth interviews were used as a qualitative
research data collection'method. The main aim of this initial phase was to
generate gr'ou.‘nded theories ~ the foundation on which all subsequent research
was based, and according to Malhotra and Birks .(2006) depth interviews is the
recommended qualitative researéh method in these cases:' During phase 1 the
researcher.alsé had to .défine the gépé, if such existed, between practical strategic
marketing planning and theory studied during the literature review. The final
objective of the initial stage of research was to identify problems affecting the

marketing performance of small firms and especially problems relating to SMP.

3.3.2 D.ata Collection Method

The pros of depth interviews as a qualitative data collection method include
‘uncovering greater depth of insights, relative ease of arrangement, easier
expression of non—cénformity and free exchange of information’ (Stokes and
Bergin, 2006). Individual depth interviewé can also resolve the problerﬁ of
interviewing competitors, who are unlikely to reveal the information in a group
setting (Malhotra, 2008). The above advantages mai(e depth interviews one of the

most commonly used qualitative research methods (Stokes and Bergin, 2006).
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Another rationale for thisloption was the need to interview professional people -
firm owners/managers and representatives of organisations supporting the
small busi.ﬁess sector. The best respondents tend to be also the busiest and most
successful people. Thé time of these respondents is usually very expensive and it
would have been yefy costly and time-consuming to try to organise a group
discussion or focus groﬁp that would have suited all participants (Malhotra and
BirI;S, 2006). Following the advice of the same theorists, all the depth interviews
were carried out m thé respondents’ offices. This allowed the researcher to gather
additional data as a lot of information came from engaging with the respondent

face to face, a feature lacking in a group discussion.

The following list, according to Malhotra (2008), summarises the applications of

depth interviews:

1. Interviews with professidnal people;

2. Interviews with direct and indirect competitors;

3. Interview)ys with children; |

4. Detailed probing of the respondent;

5. Discussion of confidential, sensitive or embarrassing topics; and

6. Situations where group pressure is undesirable.
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.Depth interviewing techniques include laddering, repertory grid and grounded
theory formulation. Laddering and repertory grid are .more st;uctured
techniques of interviewing, whereas the grounded theory approach is the most
unstructured. The aim of researchers who use the last appfoach (which was
| applied in. this research) is to identify the current situation in the area of research,

to find that starting point - the ‘theory’ (Malhotré, 2008).

Although depth interviews have many advantages, according to Stokes and
Bergin (2006), they also present many challengeé. Firstly, the lack of structure
makes the results prone to the -interv‘iewer’s impact/bias, hence the quality of
- these results depends heavily on the interviewer’s skills. Secondly, depth
interviews miss out on the advantages of'interactic‘)n with other' respondents. -
Finally, data obtained during depth interviews are difficult to analyse and
interpret. The researcher needs a strong theoretical awareness to make sense of
the data or the technical means fo develop theory if using a groundéd theory

approach.

3.3.3 Measurement Technique

For the purposes of conducting the interviews the researcher developed a theme
sheet (see Appendix A) that was followed during all interviews (Malhotra and

Birks, 2006). The purpose of the theme sheet was to reduce the interviewer’s
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impact/ bias and to ensure that specific areas of interest were discussed with all
interviewees. It included a series of open-ended questions that Afacilitatevd
unstructured discussion ‘b‘e.twee_n the respondent and the interviewer (see
Appendix A). The duration of interviews ‘va'ried but on average lasted 45
'minuteé, with the'shortest interview taking over 40 minutes and the léngest over
55 minutes. According to Malhotra and Birks (2006) depth interviews tend to last

between 30 minutes and one and a half hours.

Having decided to utilise the grdunded theory forrﬁulaﬁon approach, the
researcher ensured that discussions were 'unstructured and sections were -
discussed in an order and pace set by the respondent. Where possible, following
the advice of Domegan and Fleming (2007), the interviews were recorded.
Respondents were assured their replies would be kept conﬁaenﬁal (Frédericks,
2005). However, in two cases where the respondents were not comfortable with

recording, the discussion was documented on paper.

3.3.4 Sampling

When commenting on the pros of depth interviews, Cassell and Symon (2004)
identified some sampling advantages, including greater control over respondent
selection and hence more depti1, context and ﬂexibilitsl in the inquiry process.

For the purposes of phase 1 of this study the researcher, using a combination of
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- two non—p_robal')iﬁ.ty sampling téchm'qu’es, drew a sample of nine interviewees.
Initially, a judgrﬁemt safnple was developed from the researcher’s contacts, aﬁd
then snowball sampling was utilised to obtain the remainderv of the samplmg
base (Fredericks, 2005). This technique is particularly helpful in securing
populaﬁons that are halrd to Iocate. Or access (Zikfnund, 2003) and when

‘confidential information (e.g. interviewing competitors) is sought. In this study
‘the researcher selected t‘1l1e first three elements of the population based on his
judgement. During thrée initial interviews the respondents were asked to
identify two other elemen\t\s belonging totthe>target population of .interest, in this

, \
. i
case marketing and business consultants and small firm owner/managers.

v
L

\
\
\

The final sample comprised six marketing and business consultants and three -
small firm owner/managers. '(I'he nine depth interviews were carried out

i
between the 10th October 2005 and 17t May 2006.

\
1

3.3.5- Method of analysis \

This study adopted a grounded approach to data analysis. The key to grounded
theory is that analysis and collection are concurrent activities. Indeed, accdrding
to O'Donnell and Cumrhins (1999), if the researchers are undertaking their

research from a social constructionist perspective, then they will try not to draw
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a distinction between the collection of the data and their analysis and

'mterpretatiori.

As mentioned above, when the interviews were éompletea, where possible, the
tapes were taken and transcribed (King, 2004). This yielded a large volume of
extremely rich data. Once again, the theme-sheet developed earlier helped the
researcher to' organise the data into frlanageable categories to aid analysis

(O’'Donnell and Cummins, 1999).

However, when conducting the analysis it was apparent that not all the data
fitted neatly into one precise category'of the developed theme-sheet,- therefore in
both'intérpretiﬁg and writing up the fmdmgs there was_the need to oft'en cut
across the different categories (Cassell et al., 2006). The informaﬁpn gathered was

subsequently summarised and analysed accordingly (King, 2004).
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3.4 Methbdology Phase 2

The main quantitative findings of this' .study were obtained during the second
phase of research. A survey' was chosen as a data collection method because of
the following advantages offered by tﬁis method (Malhotra, 2008): (i) the
questionnaire (which V\.faS applied a's measurement instrﬁment by the researcher)
is simple to. administer; (ii) the responses are ‘limit'ed to the number of
alternatives stated. Th1'15 the data obtained are reliable and variability in the
results is not influenced by differences in responden.ts and lastly, (iii) codiﬁg and

analysis of data are relatively simple.

"3.41 Objectives

Having generated the grounded theory during phase 1, the researcher had to
verify or disprove the findings from this initial stage of research. In addi’don, the
researcher set another four.'broad objectives for Athe second phase of this study,
wiﬁch in their turn have been broken down into very specific sub-objectiv'es. This
approach simplified the questionnaire design and facilitated the use of separate
sections in the survey instrument, which cdrresponde‘d with the broad objectives
of the second phése of research. Th_e following figﬁ're 3.2 illustrates the main

survey objectives and relating sub-objectives.
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Figure 3.2 Research phase 2 objectives

1. To identify current practices employed by smali firms in SMP and networking.
® : : .

a.To identify perceptions of marketing by small firm owner/managers

b.To identify the role of the marketing function within the small firm compared to
other key business functions

c.To identify if segmentation, targeting and positioning techmques (or their
substitutes) are used by small firms

d.To identify how aware smalt firm owner/managers are of specmc marketing tools
and programmes (marketing mix (inc. NPD and Strategic Pricing), situation
analysis, competitive advantage)

e.To identify current practices in small firms’ marketing commun|cat|ons

f. To identify the degree of importance of WOM marketing, Image Building and CRM
in small firms; )

g.To identify and profile the differences in marketing planning between small firms
selling product(s) and firms offering service(s).

h.To identify and profile the differences in marketing planning between business-to-
business small firms and firms that target private customers. -

A 4

2. To identify problems affecting marketing performance of small firms.

a.To verify/disprove the problems affecting marketing performance identified at the
initial stages of research, ,

b.To verify/disprove the problems relating to SMP |dent|f|ed at the initial stages of
research

c.To identify other general or SMP-specific problems if such exist

3. To analyse the design process of strategic marketing plans in small firms.

a.To identify what % of small firms formally draft strategic marketing plans

.b.To identify the planning timescale of strategic marketing plans

c¢.To identify what areas are covered in the strategic marketing plans of small flrms

d.To identify who is involved in designing a strategic marketing plan

e.To identify if (and how) marketing consultants are involved at plan de5|gn
implementation and control phases

4. To identify pros and cons of networking as seen by small firm owner/managers.

a.To identify if networking affects the marketing performance of smail firms

b.To verify/disprove the pros and cons of networking hlghhghted by academics and
described in iiterature review

c.To identify other pros and cons if such exist
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3.4.2 Data collection method

Dﬁe to the need to collect data on the fespondents’ démographics, attitudes and
awareness, the survey was selected és the preferred data colleétién n.uethod.
Des&ibed by Domegan and Fleming (2007) as ‘the systematic collection of data
from a sample of respondents’, this data collection ‘method was effectively
applied in numerous recent small business sectof §tudies where relatively-large
samples of population had to be explored (Reynolds and Lancaster, 2007;
‘Blankson and Stokes, 2002; Laforet and Tann, 2006). The theory suggests
'(Malhotr'a, 2008) that the sﬁrvey is thé data collection method of choice ﬂ’hén the
required information concerns demographics, behaviours, attitudes and
ihtentions.. The theorists identify three major survey research methods:’
méil /postal sﬁrvéys, telephone surveyé, personal/face-to-face surveys (Malhotra
and.Birks, 2006; Domegan énd Fleming, 2007). Inladdition, Andreasen (2002)

recognised Internet surveys as a fourth alternative.

Mail surveys have many advantages namely absence of in‘tervieW{ér bias and low
cost (Malhotra and Birks, 2006); however, postal surveys are also renowned for
low response rates (Domegan and Fleming, 2007). Noﬂetheless, mail surveys
remain a popular data collecﬁoﬁ method among modern resea.rche.rs (Reynolds
and Lancaster, 2007; 'Lafdfet and Tann, 2006; Svensson, 2004) and are most

commonly used in developed countries (Malhotra and Peterson, 2001).
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FoIlbwing an evaluation of the three survey methbds, a postal survey was
applied having regard to the volume and geographical ‘spread-of the respondents
and the advantages cited above of research via'mail. Domegan and Fleming
(2007) advise that the postal package should include a covering letter on official
letterhead paper, é questionnaire, a return en'vvelope and details éf any .incentjves.
Andreasen (2002) suggest some techniques to improve response rates. The
covering letter and questionnaire should both be appealing, motivating and
professional. If possible, a self-addressed retiirn envelope should be included.
Domegan and Fleming (2007) agree with these suggestions and add that, whﬂe
some of these issues are important, many are not confirmed as affecting response

rates.

" The researcher’s postal package included a covering letter on letterhead paper
(see Appendix B), a questionnaire (see Appendix C), and a stamped addressed

return envelope.

Although surveys have many advantages, it is' important to consider the
limitations of this data collection method. According to Synodiﬁos (2003), mail
surveys are inappropriate for studies; of .rapidlylchanging opinions. In addit;ion,
Synodinos (2003) argued that one of the most critical and preventable threats to

the validity of survéys comes from the design of their questions. Questions
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clarity and consistent meaning can be instrumental in reducing bias. Also, well-

. constructed questionnaires may contribute to reductions in unit non-response.

Synodinos (2063) sﬁggeste’d that quéstionnaire construction can be deceptively
simple. It is uncommoﬁ for researchers - usually in >disciplines outside of
survey/marketing research - to hold the mistaken belief that questionnaires can
be easily written by anyone knowledgeable in the topical area. This apparent
vsimplidty creates many problems because poorly constructed instruments can
lead to erroneous conclusions. Even a small difference in wording may produce

substantial response effects.

3.4.3 Measurement Technique

- The questionnaire was utilised as a measurement technique during phase 2 of the
research. This measurement instrument has proven to be the first choice in many
quantitative researches (Synodinos, 2003; éousa et al, 2006). Questionnaires
generally> take the form of structured or unstructured questions. In highly-
structured questions the variation in respondents’ answers is limited by the
researcher and responses are standardised (Churchill, 1995). Typically questions
take the form of aichotomous, multiple choice §r rating éqales (Doniegan and
Fleming, 2007). Unstructured questions are suitable for open-ended responses
(Domegan and Fleming, 2007). This questionnaire employed a mixture of

structured and unstructured questions. The main body of questions was
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structured, as it was desirable to standardise responses; however, where more
qualitative information was required an open-ended question was included

(Churchill, 1995).

~ The questionnaire development was one of the most importaht stages of the
whole study. The first draft of the survey instrument went through numerous
refining iterations and a pilot study (Blankson and Stokes, 2002), before the
researcher posted out the final version of the questionnaire. A pilot test was
carried out during the month of February‘ 2007 with ten small firm
owner/ managers in order to refine the instrument. Seven oﬁt of ten
owner/managers raised the length of the questionnaire (initially five sinéle sided
'pa.gés) as their main concern. Fﬁrthefmore, six out of ten respondents identified
what they perceived to be an excessive use of marketing terminology in some
questions. Based on | this feedback, the terminology in four questions was
simplified or explained and the questionnaire format was redesigned to cover

two double sided A4 sheets.

The final questionnaire that was sent out to the main sample of the research
population consisted of five sections: (1) company profile, (2) current strategic
marketing planning practices, (3) problems affectihg marketing performance, 4)

strategic marketing plans, and (5) networking. When designing the questionnaire
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sections the researcher reflected on the order of survey objectives presented

earlier in figure 3.2.

Company Profile

The purpose of the first section of the questionnaire was to source basic compz;my
demographios. Thése data would be subsequently cross tabulated with findings
from the other sections in order to verify/disprove the existence of similarities

between small firms of same age, size or offering type.

Current Strategic Ma;keting Planning Practicos

Secﬁon 2 of the questionnaire was the lengthiest and the most important section
of this survey. It concerned current strategic marketing planning practices and
sought to satisfy objective onAé with all sub-objectives under it. A mixture of
dichotomous, ordinal, nomioal, aod Likert scales along with some open-ended

questions were used.

Question 1 utilised a rank order_ scale. This scaling allows a certain set of
variables to be ranked based upon a specific attribute or characteristic (Domegan
and Fleming, 2007). In this question the respondents were asked to rank five A
functions of their business (finance, mgrkeﬁng, production, HR and IT) in order

of importance (sub-objective 1B).
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Siu and Kirby (1998) wrote that, as a firm moves through the development
stages, in many small firms marketing becomes a minor issue and the role of
marketing planning decreases from "critically important" in start-ups, to
"modestly irrelevant” in long-established small firms. Indeed, according to
Stokes (2006), owner/ managers of small firms give marketing a low priority
compared to the other business functions. This view was supported by some
respondents during phase 1 of this research who suggested that even if a
marketing specialist is employed, in many cases it is in a support role rather than
as a specialist at management level, in question 2 the researcher asked
respondents to identify’ what role marketing plays in the success of their firm
(sub-objective 1A). A five-point scale was applied where extreme variables read

"none" and "critical".

In question 3 respondents were asked to complete a nominal scale identifying
what type of marketing background (if any) the MD of the small firm had. A
nominal scale does not reflect the amount of the characteristic an object
possesses. It merely allows a calculation of the selection frequency of each object
(Malhotra, 2008). Similarly, by utilising a nominal scale, in Question 4 the
researcher tried to explore what marketing human resources (if any) does the
small firm have at their disposal. In addition, same scale incorporated a question
on the "written mission statement” and "long-term marketing objectives" as

extra multiple-choice options. This was done for the sole purpose of condensing
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the questionnaire as was advised during a pilot test. Two topics were coded into

the SPSS separately during the analysis stage.

Questions 5, 10 and 14 (sub-objectives 1C, 1E and ‘1F respeétively) were
dichotomous questions that sought to discover whe£her the sméll firm in
question is engaged réspectively in segmentation, has a marketing
communications strategy and is trying to generate word of mouth. According to
- Domegan and Fleming (2007) dichotomous questions are, indeed, "best used for
determining points of féct’.- In addition,‘ question 14 asked respondents, who
ans'wered that they try to find ways of generating word-of-mouth, to describe

this process in an open-ended question.

In question 6 (sub-objective 1C) respondents were faced with an open-ended
question where they were asked to describeia segmentaﬁon process. applied in
their small firm, although the wording of the question was simplified following
the advice given by.the small firm owner/managers during the questionnaire

~ pilot test.

A semantic differential scale was employed in questions 7-9, 12 and 13.
Questions 7-9 dealt with sub-objective 1D. Questions 12 and 13 referred ;co sub-

objectives 1E and 1F respectively. Malhotra and Birks (2006) described this scale

as ‘a seven-point rating scale with end points associated with bipolar labels that
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have a semantic meaning’. ‘Semantic differential can be used to compare images
of competing brands, stores and services’” (Domegan and Fleming, 2007). In this
case, it hélped the researcher to measure the suitability (Question 7) and
complexity (Question 8) of various SMP tools and approaéhes, as well as, assess
the importance of various pricing factors (Question 9) and the effectiveness of
marketing communications channels (Question 12). Moreover, in questibn 13, by
applying a semantic differential scale, the importance of more unconventional
marketing commumcaﬁons techniques, such as word-of-mouth, PR, CRM, Direct

Marketing and Image Building, was measured.

Question 11 was an open-ended question that asked respondents to list the three
most important objectives of their marketing commﬁnic_ations strategy (sub-
'objective 1E). The researcher’s aim, apart from identifying the most common
fnarketing communication objectives, was to evaiuate the “quality” of the
J'ob’jectives that are set by the small firm owner/managers. It is recognised that
setting objectives is a vital starting point in ‘any business planning process. -
Furthermore, Ambler (2006) highlighted that properiy set objectives should be:

(i) challenging, but achievable; (ii) clear, specific and measurable; (iii) have

completion timeframe.

In the last question of this section Likert scales were applied. Proctor (1997)

explained that Likert scales allow for the measurement of attitudes and in

104



Question 15 Likert scales were used to soIicit'responses to a series of statements
- relating to the use of SWOT, PEST, Situation and Competitive Analysis in the

small business sector (sub-objective 1D).

Problems Affecting Marketing Performance

Section 3 dealt with problems affecting marketing performance in the small
business sector and focused on objectiye 2 (see figure 3.2). During phase 1 of thié
study, depth inté?view fespondents identified a number of general and specific
SMP problems ﬂ1at they felt were affecting marketing performance in the small
business sector Based on these findings the researcher developed a series of nine
statements and asked the survey respondents to state their degree of conformity
with each statement (sub-objectives 2A and 2B). A Likert scale was applied
followihg the advice of Proétor (1997). In addition, at the end of the Question 1
the respondents had an open-ended qugstibn where tijey ‘could identify
additional SMP related problems if such were not reviewed in this section (sub-

objective 2C).

Strategic Marketing Plans

The penultimate section of the survey instrument dealt with strategic marketing
plans and addressed su.b-objectives 3A - 3E. Stokes (2006) argued that small firm
owners interpret marketing in ways that do not conform to standard textbook

theory and practice. They “shy away” from formalised research and marketing
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plans, relying more on ‘informal information gathering via networking and
interac'tiv'e marketing methods’. Moreover, during phase 1 of this research the
interviewees suggested that the Iﬁajority of small firms.do not- formally draft
strategic marketing plans. However, it was also highlighted that thé' minoritﬁz
“that do design a formal strategic marketing plan tend to employ an outside
marketing specialist. Designed to verify the above findings, questions 1 and 3
were diéhotomous questions which sought to discover whether thé small firm
drafts a formal strategic marketing plan (sub-objective 3A), and if so, whéther it
employs an 'extemal marketing specialist to prépare_ a plan (sub-objective 3E). In
- addition, in question 2 the respondents were asked about the .f-requency of formal
drafting of a strategic marketing plan in their small firm (sub-ébjecﬁve 3B).
Depth interviews identified that in general strategic marketing plans are drawn
up on a. 1-3 yéar timescale. McDonald (2007) described the strategic marketing
plan as ‘a document that covers a period of betwe;en three and five years;. These

findings had to be verified on a larger sample.

Phase 1 of this research identified that some small fifmsi.tend to bring in an
external marketing specialist to dgsig'n a strategic marketing plan. Findings
indicate that this marketing specialist is funded (6r semi-funded) by a third
party, such as the County Enterprjse Board or Enterprise Ireland. In addition, in
many cases the involvement of the external markeﬁng specialist at the

implementation and control stages largely-depends on the terms of funding, and,
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as suggested by the interviewees, many small firms struggle to implement well-
written strategic marketing plans without the supervision of the specialist who
designed the plan. Questions 4 and 5 were designed to verify these findings and
asked respondents to identify if external marketing specialists were, indeed,
funded by a third party and what stages of plan development was he/she
involved in (sub-objective 3E). Both questions utilised nominal scale variables
derived from Lambin's (2007) strategic marketing management stages (Question

4) and the findings from the depth interviews (Question 5).

Phase 1 respondents suggested that involving various stakeholders (managers,
other employees, customers) at the plan desigh stage usually improves the
quality of strategic marketing plans. To confirm these findings, in question 6 the
researcher asked survey participants to identify who was involved in the design
of their most recent marketing plan (sub-objective 3D). Variables suggested by

interviewees during phase 1 were used in a nominal scale.

According to Lambin (2007) any strategic marketing plan would be expected to
cover the following nine topics: Mission Statement, Corporate Objectives, SWOT
Analysis, Competitive Analysis, Trends Analysis, Marketing Mix (4Ps/7Ps),
Marketing Objectives, Segmentation and Scheduling & Budgeting. In question 7
the researcher applied a nominal scale where these nine topics were used as

multiple-choice options (sub-objective 3C). The question asked respondents to
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identify which of these areas were covered in their firm’s most recent Strategic

Marketing Plan.

Networking

Thé final section of the qﬁestionnaire dealt with the area of networking in the
small gusiness sector andvaddressed objective 4. O’'Donnell (2004) and other
theorists (Hill and Wright, 2001; Blankson ahd Stokes, 2002) recognise that while
small firm owner/managers do engage in marketing, the form this marketing
takes is 'not fully understood. O’'Donnell (2004) identifies hetWorki_ng' as an
alternative to formalised marketing planning. By applying a dichoto.mous
question in the beginning of section 5 the researcher identified the ratio of small
firms that practice networking. To identify what forms of netwo?king are applied
in the small business se;:tor, in question 2 the respondents were asked to identify
what form of networking their firms practice. A nominal scale was used in this
question where muItiple-choiﬁe options were adopted from O'Donnell (2004)
~ who commented on three different types of networking in small firms. In
addition, respondents had an option to describe the other forms of networking

practiced by their firms.

In question 3 a series of four statements were developed based on the main
reasons for networking suggested by O’Donnell (2004) and confirmed by the
depth interviews carried out during phase 1. According to the networking expert

networking; (i) reduces marketing costs; (ii) gives access to new resources, skills
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and expertise; (iii) provides the idea of “safety in numbers”; and (iv) has a -
positive effect on marketing performance. A Likert scale was applied and survey
respondents were asked to state their degree of conformity with each of the four

statements (sub-objectives 4A and 4B).

Having stated the reasons for networking, O'Donnell (2004) also describeci why
many small firms are not engagéd in any networking activiﬁes. The main reasons
for not engaging in networking that were also confirmed by (Mayer et.al., 1995;
Arino et al, 2001) -include: (i) the wish to remain independent, (i) lack of
information on suitable partners, (iii) disclosure of sensitive information to other
firms, and (iv) lack of trust. In question 4 the researcher utilised a rank order
scale where reépondents were asked to rank the above four reasons in order of

their importance (sub-objectives 4B and 4C).

To complete the questionnaire, respoﬁdents were asked an open-ended question
where they could identify other marketing tools or concepts not covered by this

research employed by their firm.

3.4.4 Sampling

The res’earcherl selected the‘ simple random sampling (SRS) method for the
followiné desirable characterisﬁcs (Malhota, 2008): (i) the sample results may be
projected to the defined larger population, (ii) most statistical infereﬁce assumes
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that data have been collected by simple random sampling. However, as
identified by Malhotra (2008), there are some major disadvantages associated
with simple random sampling: (1) it is difficult to construct a complete sampling
frame; (2) SRS results in large geographically spread samples. To overcome these
limitations the researcher: (a) utilised a database provider who guaranteed a
representative sampling frame, and (b) conducted a mail survey which made the

geographical spread of elements within the Republic of Ireland irrelevant.

The population of given research was defined as:
all firms tluit employ from 11 to 50 employees inclusive and are based in the

Republic of Ireland.:

The database provider Kompass Ireland Publishers generated a simple random
sample of 1,000 small firms from their sampling frame. The questionnaires were
sent out in three batches. This approach gave the researcher an opportunity to
monitor the response rate during the survey. Furthermore, it would have
allowed the researcher to commence a follow up phone survey of non-
respondents if the response rates where below the researcher's target of 20%.

The first and second batches of questionnaires consisted of 300 questionnaires
each and were posted out on the 3rd and 18th of April 2007 respectively. They
were followed by the last batch of 400 questionnaires mailed out on the 8th of

May 2007. Four weeks after the last questionnaires were posted out i.e. the 5thof
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June 2007 became the cut off point whereupon the researcher began the

questionnaires analysis.

3.45 Method of Analysis

To analyse the large volumes of data, the researcher employed the Statisticai
Package f01; Social Science more commonly i<nown as the SPSS. This software
package is used, among other applications, for data analyses in marketing
research and is widely reéognised by many marketing theorists (Malhotra, 2004;.
Berenson et al, 2004) and researchers (Harrigan et al. 2008; Gray, 2006; Terziovski,
2003). According to Doﬁegan and Fleming (2007) it is a ‘powerful integrated

system for statistical data analysis, suitable for analysis of large amounts of data’.

The VMalhotra and Birks' (2006) data preparaﬁon process includes préparation of
the pi'eliminary data analysis plan, checking of questionnaires, édit’mg, coding,
transcribin_g, cleaniné; of data, statistical adjustment of the data ahd selection of
déta analysis strategy. Following this schema the “master” questionnaire was
coded into the SPSS and all valid questionnaires weré transcribed into the
package by the keypunching method. Numerical values were assigned to Qarious
responses in order to code the data (Chisnall, 1997). All structured questions
were éoded to facilitate speedy data input. Unstructured questions were not
coded. Malhqha and Birks (2006) stress the need for care when keypunching
data, as errors can occur in applying this method. Once the findings were
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entered, the dataset was verified. In addition, before inputting the data into the
SPSS the researcher checked all questionnaires for completeness and consistency
as advised by Domegan and Fleming (2007). In six questionnaires the
respondents answered questions that they were directed not to answer, e.g. skip
patterns have not been followed. These answers were disregarded by the

researcher and were not coded into the SPSS.

Subsequently, using the SPSS package the researcher tested various hypotheses
by cross tabulations and other nonparametric tests (chi-square). SPSS were used

for single and bi-variate analysis.

Two types of tabulation were performed using the software package - simple
tabulation and cross tabulation. Simple tabulation (in this research frequency
distributions were applied) is usually used to present research findings
(Churchill, 1995). Cross tabulations, on the other hand, can provide greater
insights by describing two or more variables simultaneously and are applied to
analyse findings (Domegan and Fleming, 2007). In addition, the researcher
performed statistical tests (chi-square) to determine if associations identified
within the data were statistically significant. Chi-square tests are often utilised
for survey research purposes (Eriksson et ai, 2008; McMahon, 2007; Lin and
Chen, 2007) and were employed in this study. The chi-square statistic, a non-

parametric test, can be used to determine if a relationship is statistically
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significant and if an association exists between the variables under analysis

(Malhotra, 2004).
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35 . Methodology Phase 3

3.5:1' Objecti_ves

The last stage of ﬂ1e ;eséarch had one key objective:v to develop the proposed
strategic markéting planning model for iﬁplementaﬁon in the small busineso
sector.. Development of this SMP model was, essentially, the main'objective' of
this research and thus, phase 3 of the research was of paramount imloortance in

the context of the entire study.

3.5.2 Data collection method

A focus group was.u’dlised as a data collection fne_:thod. Gibbs (1997) defined a
focus group as ‘a group of individuals séllected and assembled by researchers to
discuss and comment upon, from personal experience, the topic that is the
subject of the research’. The focus group discussion aims to provide an
environment in ~which all members of ti‘le group can discuss the area of
investigation with each other (Boddy, 2005). Stokes and Bergin (2006) suggested
that two important roethodological trends became‘ apparent within the market
research industry during the 199_05 that have continueC.I to the present. Firstly
'quaiitative ‘des.igns appropriated a higher share of reoearch budgets ‘at the
expense of quantitative methods. Secondly within »qualitative research, focus

groups became more frequently used at the expense of individual depth
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interviews. This has prompted concerns that focus groups have become so
synonymous with qﬁalitative market research that their dominant status as the
preferred option is unchallenged (Cassell and Symon, 2004) and this can lead to

their inappropriate use. (Krueger and Casey, 2000).

According to Krueger and Casey (200(_)) focus groups should be normally used
" for such purposes as concept development and evaluation, planning, and needs
assessment. As mentioned above, concept development and evaluation of the
proposed SMP model was essentiaﬂy the key objective of phase 3 of this

research.

The benefits of focus groups derive from two features viz. group interaction aﬁd
the replication of social forces (Stokes and Bergin, 2Q06). Furthermore, Caffarella
(2002) suggested that the focus group meﬁod is a valuable tool that can be used
- 'to tease out real meanings’ at a;ly phase of thevplanning and development cycle.
However, Stokes and Bergin (2006) have warned that the group dynamic
process, from which many of the advantageé of focus groups are derived, can be
regarded as ‘a double—edged éword’. Participants may feel inhibited in a group
Isituation and social pressures can.a.ﬂso cause over-claiming (Greénbaum, 2003).
- However, in a focus group where -participants are experts in an area under
discussion (as was the case with this research), concerns of group pressure are

less relevant.
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Focus groups are moderated by an experienced qualitative researcher (Boddy,
2005). The researcher acted as group querator or facilitator. Having introduced
the topié of the entire study, the researcher using PéwerPoint, presented the
concept of ﬁ1e SMP model thaf was developed as a result of the first two phases
of research. Subsequently the researcher guided the discussion around the areas

of interest keeping the discussion on track in the event of any deviations.

3.5.3 Sampling

Boddy (2005) suggested that focus groups most often have eight respondents but
this can vary between 4 and 12. According to Malhotra. and Birks (2006) a focus
group should involve 6-12 participants. The sample for this focus group was
drawn from the list of respondents who were interviewed during phase 1 of this
study. The researcher contacted all nine ‘persons who participated in depth
interviews and five agreed to take part in a focus group :discussion. However,
ofganising suitable times for group rﬁeétings for people of such calibre proved
impossible for sample sizes of more than three or foﬁr persons. In addition due
to the ;omplex nature of this particular research, the views and opinions of all
participants were lloaded WitH significance, because of their individual expértise
and pbsitions held in their organisations. Thé final focus group consisted of four

participants with the researcher acting as moderator. The group involved
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managing directors of marketing agencies and senior executives from semi-state
organisations whose mission is to help develop the small business sector. The
group meeting was held on the 14*h December 2007 and lasted two hours and ten

minutes. -

354 Method of analysis

According to Gibbsv (1997), data analysis during concept development chus
groups is extremely unstructured. The recording of the focus group discussion
was transcribed verbatim. Due to the unstructured nature of bhase 3 of this
 research, responses were qﬁalitatively analysed in terms of the topics evaluated

during the focus group discussion. |

The information gathered was. subsequently summarised and analysed
accordin.gly. The principal attention during the data analysis was given to
exploiting recommendations givén by the focus group participants in relation to

the development of the proposed SMP model.
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3.6 Conclusion

In conclusion it is important to address the issue of the credibility of the research
methodology. Creswell (2005) suggests that‘the foliowing topics should be
'coﬁsidered - validity, reliability and ggneralisaﬁility. Validity is the extent to
which research findings accurately represent what is really happeﬁing in the
situation; reliability is concerned with the findings of the research and their
capacity for iteration while generalisability is concerned with the aﬁplication of

research results extending beyond those examined in the study. -

To enéure validity the résearcher used a predetermined questionnaire that was
sent to the sample studied. Furthermbre, the researcher. pilot tested the
questionnaire (Blani(son and Stokes, 2002) to verify that - the subjects studied
unciei‘étooci and could answer the questions. In addition following analysis of the
questionnaires, ‘the }researcher. discussed tiie main findingé with a focus group.
Wass and Wells (199'4) suggested that focus groups or depth interviews may be
used as a means of validating findings from sﬁrveys. The researcher did not use
the findings from this part of the focus group discussion to draw conclusions: the
aim was to verify if the data received from the surve.'y‘ sample selecf_ed was

- accurate and reflected reality.
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~To safeguard reliability the researcher ensﬁred the anonymity of respondents in
order to avoid subject or participant bias -(Andre'asen, 2002). In addition, the
researcher was independent of the recipients studied. Scales and variables used
in the data collection instrument were utilised as advised by marketing research
theorists (Malhotra and Birks, 2006; Domegan and Fléming, 2007) and applied by
other researchers (Reynolds and Lancaster, 2007; Laforet and Tann, 2006). The
researcher ensured that the study was reliable; it can be replicated with similar
results given that the SMP concepts are defined by the same variables used in

this study.- -

In order to ensure generalisability the researcher selected the simple random
sampling (SRS) method during the main survey. According to Malhotra (2008),
the main advantage of the SRS method is that the sample results may be |
projected to the defined larger population. In addition, the researcher utilised a
database provider, Kbmpass Ireland Publishers, who guaranteed. a-

representative sampling frame.
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41 Introduction

The primary findings of this research are presented in chapter 4. As described
in chapter 3 (Research Methodology), the primary research consisted of three.
phases: (i) dep'th interviews, (ii) survey.gnd (iii) focus group. In this chapter,

the findings are presented in the same order.

Furthermore, in order to highlight the connection between the research
findings and the research objectives, the researcher introduces the findings in
such a way as to follow, where possible, the order in which the objectives of

each phase are listed in chapter 3.
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421 Current Perception of Marketing by the Small Firm

Owner/Managers

The small business secfor in Ireland is very diver‘se.'A lot of small firms,
especially well-established ones, allocate a great deal of .time and attention to
marketing. However, in general, as highlighted by all interviewees, fnarketing
is still perceived as a complicated discipline. Small firms recognise the need
. for marketing, but their owners/managers usually have functional
knowlédge rather than marketing expertise. Furthermore marketing is very
often perceived as advertising. Mény small firms still see markeﬁﬁg as an
overhead. Even if a marketing specialist is employed, in many cases it is in a

support role rather than as a specialist at management level.

The overall perception is that small firms in Ireland that work closely with
enterprise boards or marketing agehcies normally allocate more time and
resources to formal strategic marketing planning. In addition, all interviewees
pointed out during phase 1 of this research that a clear positive correlation
exists between the firmé’ éuccess and the amount of attention given to

strategic marketing planning.
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4.2.2 Problems Encountered by Small Firms in Strategic Marketing and

Gaps between Theory and Practice

One of the main objectives of the Depth Interviews carried out for this
research was identifying the problems affecting marketing performance and
specific SMP problems of small firms in Ireland. This allowed formulation of
the grounded theories and hypotheses that were later tested during the main

survey.

Commenting on the general problems affecting marketing performance of
small firms, the majority of respondents identified the lack of marketing
knowledge/expertise within the firm (5) and the lack of financial resources,
especially in new businesses (5), as the two most frequent concerns arising
(the number in brackets represents the number of interviewees who
highlighted this issue). After analysing these comments the grounded theory
was formulated that these two issues were the main problems affecting small
firm marketing performance and that they should be explored further during
phase 2 of this research. Furthermore, two other, possibly interconnected,
issues raised by the interviewees were the lack of time on the part of the
owner/manager (2) and the lack of time allocated to strategic marketing
planning (2). As a result, according to the interviewees, the majority of small
firms in Ireland practice marketing in an ad hoc manner, trying to resolve
existing problems and rcact to the external environment rather than plan

ahead.
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Having identified the general problems affecting the marketing performance
in the small business sector the researcher explor.ed spec.ific éMP issues that
were also raised during depth interviews. The lack of awareness of the
customer base and target market (4), or in marketing terms the lack of
awareness of the segmentation process, was‘perceived to be the main specific
SMP problem in the small business sector. However, it is important to
highlight that this particular issue was raised only by the business consultants
- and marketing professionals. None of the small firm owner/managers
conﬁrvmed thét this problem did, in fact, exist in their business. Furthermore,
the findings from the main survey presented later in this chapter indicate that

this might be a case of a perceived rather than an actual problem. -

The other specific SMP problems identified during phase 1 included the lack
of marketing research (1), poor pricing decisions (1) and the confusion

between long-term marketing strategy and short term SMP tactics (1).

4.2.3 Sﬁatégic Marketing Plans ~ Implementation & Control

The area of the strategic marketing plan »w‘as of particular interest to the
researcher considering that the main objective of this whole study was to
develop a model that would aid small firm owner/ managers in designing a

strategic marketing plan for their businesses. During phase 1 of the primary
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research the interviewees suggested that the majority of small firms do not

formally draft strategic marketing plans (3).

However, it was also highlighted that the minority of small firms that do
design a formal strategic marketing plan for their business tend to bring in an
external marketing specialist who is usually funded (or semi-fundcd) by a
third party, such as the County Enterprise Board or Enterprise Ireland (3). In
addition, in many cases the involvement of the external marketing specialist
at the implementation & control stages largely depends on the terms of
funding, and, as suggested by the research respondents, many small firms
struggle to implement strategic marketing plans without the supervision of

the specialist who designed the plan (2).

In conclusion the interviewees suggested that in general, strategic marketing

plans in small firms are drawn up on a 1-3 year timescale (4).

4.2.4 Strategic Marketing in Small Firms - The Owner/Manager's Vision

The direction and quality of strategic marketing planning in small firms is
largely dependent on the small firm owner/manager's individual vision,
background and education. Some interviewees have also identified the
concept of "intuitive marketing”. For example during depth interviews the

rescarchcr noted that many small firm owner/managers, while unaware of
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the formal process of segmentation, targeting and positioning, were at the

same time very conscious of their target market.

Howevér, the Business and marketing consultants indicated that formal
models from strategic marketing theory are also applied, but these are usually
adapted, simpliﬁedx ‘or explained for the benefit of small firm
owner/ managers by County Enterprise Boards or other similar organisations.
In addition successfully applied models are usually implemented by external

marketing specialists.

4.2.5 Comments and Suggestions Regarding the Proposed Model

In general the first draft of the proposed model for strategic marketing
planning (see Appendix E) was rated as ‘feasible’ for application in small
firms. Some interviewees described he proposed model as an ‘interesting
concept’ and pointed out that possibly there was a “market potential’ for the
proposed agency. On the other hand, some respondents suggested that
further developméﬁt of the model might prove to be difficult without more
Airvl-depth analyéis of stratégic marketing in the small business sector. The

involvement of small firm owners/managers in the design and development

process would be imperative for success of the final model.

In relation to the first draft of the model, respondents agreed that the

proposed marketing agency must be capable of supporting small firms at
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both strategic marketing planning and implementation and control. stages.
" Furthermore, in order for the proposed model to be financially feasible each .
marketing specialist must have a portfolio of clients/firms rather than one

account.

~ To facilitate successful marketihg of the proposed model to small firm
owner/managers, the schema of the new model must be simple and-easy to
understand. Another imi)ortant suggestion was to develop a sector-adaptable
model and include a specialist in services marketing. In addition, the small
firm owner/managers must be engéged in the further désign of the proposed
model and their comrhents and suggestions must be taken on board. SMP
tools, such as controlled word-of-mouth, already intuitively used by small
firm owner/managers must be 'explofed and subsequently exploited in the

model..

However, the main suggestion made by the majority | of the respondents
during phase 1 of the researéh was that the first dréft of the model should be
modified in such way as to offer small firfn owner/managers the opportunity
to develop strategic rﬁarketing plans on their own initiative rather than

present them with a prepared marketing strategy.
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4.3 TPhase 2 - Survey

4.3.1 Response Rates and Data Coding

Following on from the formulation of the grounded theory during depth
interviews, the main phase of research commenced. By employing a simple
random sample of 1,000 small firms based in the Republic of Ireland the

researcher conducted a survey that generated the main data for this-study.

The questionnaires were posted out in three batches. Having allowed four
weeks from the date when the Jast batch was posted out (5% of June 2007) the

following'.were the response rates.

From the overall sample of 1,000 firms survéyed, 230 questionnaires were
returned to the researcher. Six of these were returned to sender blank by An
Post or accountancy .;fir'ms for various reasons such as “business not at this
address”, “contact gone away” or “bankruptcy and business in liquidation”. |
Another eleven qﬁesﬁoﬁnaires were completed by the respondents but, since
the date when Kompass Ireland generated the sémple, these businesses had
exceeded the main populatioﬁ characteristic of 10 to 50 employees and
therefore could not be classified as valid responses. This left the researcher

with 213 responses which means that the overall survey response rate was

21.3%.
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This response rate can be compared to the results achieved in similar studies
by Pulendran et al. (2003) - 18%, Blankson and Stokes (2002) - 21% and
Keégan (2004) - 25.3%. The researcher concluded that the second phase of this

research achieved a very solid response rate.

4.3.2 Empirical Findings

In this section the researcher presents and discusses the empirical findings of
phase 2 of this research. The laydut of the presentation findings was designed
~ to closely follow the order of the phase 2 objectives as listed in the relevant

section of chapter 3.

4..3.3 Requndents’ Profile

This survey c_ovéréd all types of small firms in the Republic of Ireland. It
included both seryice(s) providers and.'product(s) suppliers covering the
whole spectrum from small firms solely'v engaged in business-to-business
activity to those solely targefing private f:ustomers. Thus because of the
extremely heterogeneous nature of the research poi)ulation, it is imﬁortant to
identify the main demographic characteristics of the respondents in this
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A priori the researcher decided to discriminate among small firms along four

main dimensions. The following dimensions were used by the researcher to

illustrate the respondents’ profile:

(1) Number of employees;

(2) Number of years in business;

(3) Customer base (business-to-business vs. private customer orientated);

(4) Service(s) providers vs. Product(s) suppliers.

One of the main factors that the researcher considered when defining the

suvey population was the number empioyed in the small firm. Although the

overall target of 10 to 50 employees was defined by the researcher prior to the

start of the whole study, it was important to. investigate if the cross-

- tabulations of different variables with the number.of employees would

highlight variations éve_n within this narrow group. To accomplish this the

researcher divided the respondents into three groups according to the

number of employees. The following table 4.1 shows how the respondents

were divided among these three groups.

Table 4.1 Number of Employees

Number of Number of Percent of
Employees Respondents Respondents
10-20 64 30.0%
21-34 49 23.0%
35-50 100 46.9%

Total 213 100.0%
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The second demographic characteristic of the sample - number of years in
business was employed by the researcher to discover if variations in attitudes
existed vis-a-vis strategic marketing planning tools end ‘concepts relative to
the firms’ years of ope'ratioﬁ. The researcher highlighted four business age
groups that, in the researcher’s opinion, reflected different stages m the firms’

development.

Figure 4.1 Number of Years in Businéss

2.4% |

/. Mless than 5 years
5-10 years

3 11-20 years

more than 20 years

Another resegrcher's grounded theory was that variations iﬁ strategic
marketing planning would also exist between small firms providiﬁg services
and those suppiying product(s). Furthermore, the researcher decided to look
into the. pessible differences in the marketing strategies of business-to-
business firms and small firms that target private customers. To accomplish
these objectives the researcher determined the ratio between services and

product suppliers that the final sample of respondents offered. Although one



can reasonably argue that many small firms offer their customers a mixture of
services and products, for the purposes of this reéearch the respondents were
forced to decide if their firm offered “mainly products” or “mainly services”.
The survey retgrned the following results: out of 213 ‘respondents 86 small
firms offered their‘customers ma‘inly products and 127 mainly services. Figure
4.2 below graphically illustrates the ratio between service prbviders and

product suppliers.

Figure 4.2 Ratio between service providers and product suppliers

@ Product(s) suppliers
Senices '

To identify if the respondent was a business-to-business firm or one targeting
private customers the survley parﬁcipants were asked what approximate
percentages of their sales was accounted for by (a) private customers, and (b)
other businesses. Subsequently, the researcher split the respondents into five

homogeneoﬁs groups according to their target customers:
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(1) Strictly Private Customers (more than 80% of sales accounted for by
_Private Customer.s); |

(2) Private Customers (60-80% of 'sales accounted for by Private
Customers);

_ (3) "Grey-area” (40-59% of sales accounted for by Private Customerls -

balance by other 4businesses);

(4) Business-to-Business (B2B) (only 20-39% of sales accounted for by
Private Customers); |

(5) Strictly Busine-ss-to-Business (B2B) (less than 20% of sales accounted

for by Private Customers).

Figure 4.3 Respondeﬁts’ profile in terms of their target market
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Figure 4.3 demonstrates how the respondents were divided among these five

groups. Subsequently, these data allowed the researcher to cross-tabulate
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- with the information from the other variables and verify or disprove

grounded theories which are discussed further in this éhapter.

. The researcher also analysed secondary characteristics of respondents
specifically related to marketing such as managing directors’ background and

existence/absence of marketing staff in the small firm.

Figure 4.4 Secondary characteristics of respondents

Managing Directors’ Background Marketing Staff

0 I_'_v‘g — | = et B et e i . sl T —I———— . T ot
Degreer  Coursein  Expefience Nme ofthe - Marketing  One F/T— One PT No
Diploma  Makefing i Marketing - above department  person person  marketing
Position : staff

Figufe 4.4 illustrates that more than a quarter of respondents stated that their
MD graduated with a Third Level Degree or Diploma where marketing was
part of the programme. However, 53.1% of respondents replied that the MD

of their firm did not have marketing Degree or Diploma, never wbrked ina
marketing position in the past or ever completéd any marketing courses. The
second graph shows that 14.1% of small firms have a marketing department
with at least two marketing persons. On the other ‘hand, almost half of

respondents suggested that their firm does not employ any marketing staff.
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434 Current practices employed by small firms in SMP

On exploring the main demographic characteristics of the respondents and
having reviewed the general profile of the final sar'.nple, the researcher had to
identify = the overall perception of marketing among small firm
owner/managers. The aim was toi find out how strong the perceived
‘connection is between the success of the small firm and marketing. The
survey results re\}ealed that 74.2% 'of small firm owner/managers feel that
marketing plays a “medium” to “critical” role in tﬁe succéss of their firm.
Figure 4.5 illustrates in greater detéil the views of all respondents on the

- importance of marketing (see sub-objective 1A in figure 3.2).

Figure 4.5 Perceived role of marketing in succeés of small firms

% of respondents
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I

none  minor medium major critical
Role of marketing

To identify how important marke.ting is perceived as a business function the
researcher asked the respondents to rank the marketing function against the

other key functions - Finance, Production, IT and Human Resources. Figure
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4.6 below illustrates how marketing function performed. A business furié:tion
ranked number 1 was considered the mbst important in the firm, v;fhereas
number 5 ranked as the least important. As one can see froﬁ the graph below,
the value of mean of 3.62 ended up- éxtremely close to the average value
between the highést (1) and the lowest (5) ranks. This suggests that opinions
among the respondents on the issue of the importance of marketing as a
business function were divided almost equally at 50/50 (see sub-objective 1B
in figure 3.2). |

Figure 4.6 Marketing ranked against other key business functions

o Percent of
o Rank
q:) Respondents
B 1 (most important) 1.3%
]
2 2 25.4%
o '3 29.1%
h .
o 4 . 18.8%
2 5 (least important) 15.5%
E Total 100.0%
z

Mean =3.02

Std. Dev. =1

1 2 3 4 5 232
N=213

Rank received by marketing function

Further calculations revealed that 65.7% of fespondents ranked the marketing
function in the top 3 most important functions of their .business. Allowing for
the fact that the target of this research was small firms with their limited
marketing expenditure and human resources (Stokes, 2006), the researcher
concluded that the performance of marketing Aagainst the other business

functions was above average. However, it is important to highlight that 33
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(15.5%) respondents vrankedv the marketing function as the 1east important in
their small firm. After further investigation into this particular group of
respondents; cross-tabulation with their demographic cha'facteristics revealed
that 30 out these 33 small firms are in operation for _more'than 20 years, and, -
furthermore, 25 out of 33 are s&ictly business-to-business firms. After
analysing'theée convincing statistics the researcher’s inference is that the
perception of the low importance of marketing as a busine_ss function in this
particular group is triggered by the long-established business-té-ﬁusiness
customer base that has characterised the operation.s‘of these small firms for

more than 20 years.

The next objectivé of the survey was to ideﬁtify if small firms in Ireland
" applied segmentation process in_their 'strétegic marketing. Having calculated
the results, the researcher concluded that almost three quarters of
respondents utilised some form of segmentation process, as this was the ratio
of small firms that suggested that they ”a.djust product/service offerings for

different customer groups” (see figure 4.7).
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Figure 4.7 Do you adjust produétlservice offerings for different customer groups?

However, the fact that the majority of the small firms adjusted their
product/service offerings for different customer groups does not necessarily
indicate that they apply. formal segmentat-ion,. targeting and positioning
techniques. In fact, the researcher’s grounded theory was that the small firm
owner/managers, when discrimiﬁating between customer groups, rely more
on their own judgements based on market khov;/ledge, past experience or
perhaps even intuition. To source additional qualitative data on this topic the.
researcher utilised an open-ended question asking the respondents to
describe how they adjust theirvprodﬁct/ service offerings vis-a-vis different

customer groups.
Because of the nature of the open-ended questions and apparent unfeasibility

of statistical investigation the researcher carried out the data analysis by

means of summarising the most common opinions expressed by the
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respondents. The following table 4.2 shows the most common statements

related to segmentation in small firms (see sub-objective 1C in figure 3.2).

Table 4.2 Showing segmentation policies applied by small firms

Significance based.on
» . _ fréqu-eﬁc;of rgéponse '
RESPONSE | HIGH MED LOW
Price differentiation according to volume _ .
Price differentiation according to customer size ~
Price .differeritiation according to customer value | ’
Different products according to customer needs . oN
Formal strategic niche marketing - S
| Number of brands for each market sector . ‘ :
Adjust all 4Ps to tailor for different segments - S .
Applying Pareto Principle (80/20 rule) | .

* where “High” > 10 responses; “Medium” = 6-10 responses; “Low” <= 5 responses.

It is clear from fhe table above that the majority of the small firms in Ireland
tend to apply | basic tactical segmentation toolé rather than strategic
approaches such as adjusting the whole marketing mix to suit the particular
market segment. Frequently segmentation of the target market in small firms

is limited to price discounts to larger or more valuable customers.
Having identified the most common methods of segmenting the rharket, the

researcher analysed how aware small firm owner/managers are of more

specific marketing tools and concepts such as:
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(1) Marketing Mix;

(2) New Product Develbpment Process;
(3) Product Life Cycle; |

4) Stfategic Pricing; and

(5) Situation Analysis (SWOT, PEST, Competitive Analysis).

~ Identifying how suitable the marketing mix concept is for application in the
small business sector was one of tﬁe most impbrta.r1t objectives of phase 2 of
this research. The researcher, in addition to analysing how suitable the
concept was, also quesﬁoned the complexity of applicétion of the marketing
mix in the small business sector. To fulfil these objectives, the researcher,
using seméntic differential scales, measured the suitability and the corﬁplexity
(;f application in practice of the marketing mix concept. Furthermore, to

measure basic awareness, the researcher added the “don’t know” option to

the related questions in the questionnaire (see sub-objective 1D in figure 3.2).

Figure 4.8 Suitability of the marketing mix concept for the small business sector
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Don't know unsuitable neither suitable suitable
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Figure 4.9 Complexity of application in practice of the marketing mix concept
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As highlighted in red in figure 4.9, almost half of the respondents were ndt
aware of the marketing mix concept. Further analysis of this “red” group
showed that the absblute majority of respondents 'who were not aw.are.of the
marketing mix concept shared three other distinguiéhing characteristics.
These small firms did not emplo.y marketing professionals, their Mb did not

have a marketing background and the firm size was 10 - 34 employees.

Having measured the suitability of the marketing mix model for the small
business sectOr,’ the researcher focused on two other interlinked strategic
marketing éoncepts - the Prodgct Life Cycle and New Product Development
Process. These were measured along the same two dimensions developed by
the researcher - suitability for the small business sector and complexity of

application in practice (see sub-objective 1D in figure 3.2).
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" Figure 4.10 Suitability of PLC and NPD concepts for the small business sector
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Firstly, it is important to point out that awareness levels among the
respondents in relation to the two concepts (PLC - 63.4%, NPD - 69.5%) were
higher than the percentage of small firm owner/managers who knew what

the markeﬁng mix was (58.2%).

Furthermore, 81.8% of the small firm owner/managers who were aware of
the New Product Development (NPD}) i)rocess felt that the NPD is to a certain
extent suitable for the small business sector (5, 6 and 7 on the suitability
- scale). The Product Life Cycle concept did not perform as well on the
suitability dimension as only 45.2% of the “aware” responderfc_s ranked the

PLC5, 6 or 7 on the suitability scale.

When analysing the complexity of application in practice of the two strategic
. marketing concepts the researcher discovered that, although the absolute

.majority of small firms suggested that the NPD process was suitable for the
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small business secfor, 70.8% of the respondents who could comment on the
complexity of this process identified it as complex. The same applies to the
PLC concept which 69.4% of “aware” small firm owner'/ rhanagers branded

n

“somewhat complex”, “complex” or “very complex”.

" Figure 4.11 Complexity of application of PLC and NPD in the small business sector
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Having examined figure 4.11, the researcher concluded that the NPD process
found a wider application in the small business sector than the PLC concept,
which the majority of small firm owner/managers were either not familiar
‘with or perceived as not really suitable for application in the small Business
sector. These fihdings were unusual in the light of the fact that the NPD
process is normally used by larger businesses as a tool within the overall PLC

‘strategy.

Identifying the factors that small firm owner/managers take into

consideration when pricing their products or service offerings was another
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sub-objéctive lof phase 2 6f this research. The preliminary list of factors that
might have affected strategic pricing decisions originated during phase 1 -
depth interviews. A small s;ample of marketing specialiéts, business
consultants and small firm owners proposed the possible factors at that stage.
‘Subsequently, the researcher tested these factor.s on a bigger sample during

phase 2 in order to verify or disprove their perceived importance.
~ Figure 4.12 Factors influencing strategic pricing decisions in the small business sector
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Figure' 4.12 above graphically illustrates in descending orcier the perceived
importance of - these strategic ‘ pricing factors among small firm
owner/managers in Ireland. The researcher separated responses 5, 6 and 7, ..
which represented “somewhat important”, ”imp’ortant"‘ and “very
important” on the semantic-differential séaie. It allowed the ranking of factors
affecting strategic pricing decision-making in order of their perceivéd
importance. The most important factor influencing the small firm decision-

makers:is the cost of producing the product/service. 89.2% of respondents
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identified this as to some extent important, suggesting that the majority of

small firms in Ireland use cost-orientated techniques of strategic pricing.

However, the fact that the following three factors, (i) competitors price, (ii)
customer value and (iii) how much cﬁstdmer‘,is prepared to pay, all scoreci
above 70% on the same cha;:t implies that many sméll firms also empiby
market-orientated techniques such. as perqeived-value pricing or going rate
pricing. Furthermore, the percentéges received from “how much customer is
prepared to pay” and “customer value” factors indicate that more than half of
smali firms in Ireland have strong marketing orientations and consciously or
unintentionally practice Customer Relationship Management (see sub-

objective 1D in figure 3.2).

Next, the researcher looked at the application of Situation Analysis in the
small business sector. Situation Analysis in general, and more specific
strategic marketing planning tools such as Strengths-Weaknesses-
Opportunities'-Threats (SWOT) Analysis, Political-Economic-Sociocultural-
- Technological (FEST) A.ﬁalysx’s and Competitive Anélysis were analysed
using Likert Scales where the respondents were required to indicate the
degree of their aéeement or disagreement with the stateménts' deveioped by

the researcher (see sub-objective 1D in figure 3.2).
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Not one of the 213 respondents disagreed with the statement that “Situation
Analysis is a good starting point for further researph”. On the other hénd, a.
more specific strategic marketing planning tool, PEST is not widely
recognised by the ‘majority _O:f .Vt-he vr'e_s'pondents‘ 74.2% of the respondents
could not-comment onﬁ the complexity of this SMP ‘tc.)ol,' Suggesting that they
were not familiar with it. A further 20.2% agreed or strongly agreed with the
statement that “PEST is an excessively complex tool for the small firm sector”,
which left only 5.6% of respondents who thought that PEST could be

successfully applied in the small business sector.

Figure 4.13 Application of SWOT analysis in the small firm sector

Strongly Disagree Neither -  Agree Strongly
disagree disagree nor agree
’ agree

"The application of the SWOT analysis is useful in the
small firm sector”

The SWOT analysis was viewed by the respondents as a more appropriate
SMP tool for the small business sector. Figure 4.13 illustrates that only 4.7%
‘disag'r.eed or strongly disagreed with the statement that “the application of

the SWOT analysis is useful in the small firm sector”. 38.5% of the small firm
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owner/managers neither agreed nor disagreed with this statement

suggesting that these respondents were not familiar with SWOT analysis. .

Competitive Analysis was another SMP tool used as one of the elements of
situation. analysis that thé researcher éxplofed in more detail. Figure 4.14
illustrates the }Sercentage of small firms in Ireland who apply Competitive
Analysis in their strategic marketing plahning. |

Figure 4.14.Applicatioh of Competitive Analysis in the small business sector

Strongly Disag ree  Neither Agree  Strongly
disagree *  disagree agree
nor agree

"Competitive Analysis is widely applied by your company"

The graph illustrates that 32.4% of the respondents agree‘ and 20.7% strongly
agree with the statement that “competitive analysis is widely applied by their
company”, suggesting that more than half of small firms in Ireland are

familiar with and are widely applying this SMP tool.

The researcher, having anal.y_sed the data in relation to the application of

SWOT.and Competitive Analysis, concluded thét these SMP tools found a
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wide application among small firms in Ireland and are suitable for
application during the Situation Analysis stage . of the overall strategic
marketing planning process in these businesses. Fufthermore, the researcher
believes lthat SWOT and Competitive Analysis should be included as an

integral part of the new SMP model being devello.ped during this research.

Figure 4.15 Ratio of small firms with written marketing communication strategy

NO MARKETING
COMMUNICATION
STRATEGY

Idenfifying current practices in small firm marketing communication was the
researcher’s next objective (see sub-objective 1E in figure 3.2). Figure 415
illustrates that only 15% of small firms in Ireland have a written marketing
communication strategy. This percentage is worryiﬁgly low considering that
mark'eting commuhi'cation strategy is an ihtegral part of the strategic

marketing plan.

However, the fact that only 15% of small firms in Ireland have a formal
written marketing communication strategy does not necessarily imply that

the remaining small firms are not engaged in marketing communication. In
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fact, many small firms that had no formal marketing communication strategy
were able to comment on the effectiveness of various marketing
communications” channels that they used suggesting that these firms were

~ engaged in marketing commnniqation at a more ope_rational level.

Fi‘gure 4.16 Perceived effectiveness of the main marketing cor-nmuniéatio-n channels
50%
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20% |
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_Figure 4.16 above shows the most common marketing communication
channels sorted in order of their effectiveness as perceived by the amall firm
owner/managers. As one can see on the graph above phone, Internet and
mail are perceived as the most etfective ahannels for communicating small
firms’ promotional message. On the other hand, TV and radio were perceived
to be the least effective as only 5.2% and 14.6% of responcients branded these
channels as “effective”. However, it has to be highlighted that it is. obviously
easier to measure the effectiveness of advertising via phone, Internet or mail
as these channels usually provide feedbaclt from the target market. There is‘

no feedback with TV or radio unless a formal ‘advertising
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effecﬁveﬁess/ impact research ié carried out. Therefore, it is irﬁ?ortant to
| -point out that figure 4.16 illustrates the perceived effectiveness of the
medium, which does not 'nec'essaril'y 'correspond with the aétual effectiveness.
To identify what messages are communicated via these media the researcher
utilised an open-ended question asking the respondents to list the objectives
of their written marketing comrﬁunication strategy. The following table 4.3
shows the most common objectives identified lby the respondents (see ‘sub-

objective 1E in figure 3.2).

Table 4.3 Most common marketing communication objectives in the small business

sector
Significance based on
| frequéncy- of response
RESPONSE - [HIGH -MED LOW
Increase market share .
Maintain curren;c customers .
Increase brand awareness ' .
Explain product/service benefits and uses : .
Emphasise competitive .advantage over our| =
competitors (e.g. excellent staff, warranty etc)

* where “High” > 10 responses; “Medium” = 6-10.responses; “Low” <=.5 responses.

The. two most common objectives proposed by the small firm
owner/managers were “to increase market share” and “to maintain current
customers”. In the researcher’s opinion, these two objectives belong in a

broader strategic marketing plan and not in the marketing communication

150



stratégy that should contain more- specific objectives. These findings re- -
emphasise the point raised at phase 1 of this s"c_udy when depfh interview
| respondeﬁts suggested that confusion exists b.etween marketing strategy and
. tactics. Indeed, orﬂy a small nuﬁber of survey respondents, as shown in table
4.3, proposed more operational/specific objectivés such as “explain

product/service benefits and uses” or “emphasise competitive advantage”.

Following analysis of more | conventional marketiﬁg communication
techniques and media the researcher focused on more specific ‘marketing
concepts that might have been more useful in the small firms’ strategic
marketing co@umcations. A part of the survey was designed to explore the
importance of direct marketing, public relations (PR), image building,
customer relationship fnanagement (CRM) and word-éf-mouth (WOM) in the.
success of the small firms. The researcher decided to concentrate .on these
particular tools after suggestions made by the interviewees during phase 1 of
this research. Many of the respondents at that stage were proposing that the
small firm owner/ ménagers, deiiberately or intuitivély put stronger
emphasis on image building, basic PR, CRM Aamdvdirect marketing rather than
on more conservative markeﬁng communication approaches. Furthermore,
the absolute majority of the marketing professional and business consultants
pointéd out that wbrd-of-inoUth, in many instances controllable, impinges
greatly on the small firm's success. To.verify or disprove these theories the

researcher measured the perceived importance of the above-mentioned
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concepts using the semantic-differential scale. Figure 4.17 illustrates how the
survey respondents rated the importance of five concepts (see sub-objective

1F in figure 3.2).

Figure 4.17 The importance of the various marketing‘ concepts in the success of small

firm
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Firstly, as one can clearly see from the graph, the importance of word-of-
mouth was cértainly not dveresﬁmated by the interviewees at phase 1 of the
research. The data from the main survey Ishowed that 71.8% of small firm
‘owner/managers in Ireland rated the ~importanc'e of v;orci-of-fnouth to the
s_uccess.of their firm as 7 out of 7 on a semantic-differential importance scale.
Furthermore, only 7 out of 213 respondents felt that word-of—moﬁth did not

play an important role in the success of their firm.



Another strategic ‘mar.keting communication concept that was perceived by
the majority of the small firms as very ‘importantv to their success was
customer rélationship management (CRM). 79.8% of the respondents rated
this strategic marketing tool as 5, 6 or 7 on a 7-point importance‘ scale.
Moreover 50.2% of the small vfirm owner/managers saw CRM as very

important for the success of their firm.

PR, Image Building and Direct Marketing were not viewed as less important
for sut;:es_s by the small firm owner/managers than CRM and word-of-
mouth. However, it is important to highlight that 61.0% of respondents also |
rated Image Building 5-7 on the importance scale. On a relative. scale
élongsidg CRM and word-of-mouth this result does not stand out: on an

absolute scale 61.0% is very positive.

The data on the perceived jmportancé of word-of-mouth clearly indicate that -
the small firm owner/managers recognised that this is of paramount
importance to the success of their fifm. Moreovér, having recognised .the
importance of word-of-mouth, 69.5% of small firms in Irgland (see figufe
4.18) are trying to génerate positive word-of—mohth by finding ways of
encouraging referrals and recommendations. These findings support the view
of Stokes (2006) who 'suggested that, although one of the main disadvantagesl

of word-of-mount marketing is the fact that it is non-controllable, successful
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entrepféneurs, according to the theorist, do find ways of encouraging

referrals and recommendations by more proactive methods.

Figure 4.18 Showing percentage of respondents generating WOM

"To identify proactive methods of Vgener»ating positive word-of-mouth
communication, the researcher utilised an open-ended question asking the
respondents to describe how their firrﬁs encourage referrals and
recpmmendations. Although many respondents suggested that their only
involvement in generating positive word—of-méuth was thréugh providing an
excellent service “that speaks for itself”, some small firm owner/ maﬁagers
proposed more prbactive means of encouraging referrals and

recommendations. Table 4.4 below lists these proactive measures.
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Table 4.4 Pro-active means of generating positive word-of-mouth

Significance based on

frequency of response

RESPONSE | HIGH MED LOW
Managed after care - o . |
- Application of strategic relationship marketing .
Bonuses to staff and existing customers for .

referrals and recommendations

Close relationships with “well-known” existing .
customers
Strategic networking (esp. in B2B markets) .

* where “High” > 10 responses; “Medium” = 6-10 responses; “Lo\nq" <= 5 responses.

In regard to the implications of the data .colle'cted, the researcher concluded
that the Strafegic Markéting Planning model being developed as a result of
this study should not only eﬁéhasisé the importance of CRM, Image
Building and controllable word-of-m'outh-but also exploit these tools to aid

small firms in their strategic marketing communication.

4.3.5 Problems affecting marketing performance and Problems relating to
SMP

The first phase of the researéh ident&ﬁed that small firms in Ireland suffer
from various difficulties related to the theme of this research. Although some
of these problerhs cannot be classified as si)ecific SMf’ pfoblems they do
however affect the SMP performance of small firms.. Other problems are

specific issues in small firms’ strategic marketing planning.
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Issues affecting strategic marketing performance profiled ddring phase 1
included lack of marketing knowledge in the small business‘sector, lack of
financial resources and time allocated to SMP and time constraiﬁts iﬁhibitir_ig
the owner/manager’s acquisition of marketing know-how. On the other
hand, specific Sl‘vIIv3 problems contained issues like an evident .Iack of |
applicability of marketiﬂg theory to small business sector practice, lack of
awareness of the éegmentation process, ‘poor étrategic pricing decisions,
underestimating the value of marketing research and confusion surrounding

the difference between short-term marketing tactics and long-term strategy.

The objective of phase 2 of the research was to verify the existence of the
above-mentioned problems in practice and to measure their significance. In
addition, the researcher tried to identify other problems affecting small firm

SMP performance that were not raised by the intgrviewées during phase 1.

To verify the existence of the problems voiced by the marketing professionals
the resear(;.her developed a set of statements with which the survey
respondents were asked to indiéafce th‘eir. degree of agreement or
disagreement on a 5-point Likert scale. Figure 4.19 illustrates four general
préblems related to SMP. Depth IntervieWs iden_tified the lack of financial
resources limiting investment in marketing as one of the main problems

within the small business sector. However, in practice only 34.3% of
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r_espondents agreed and strongly agreed that this problem existed:
Furthermore, the majority of the small firm owner/ managers suggested that
the lack of financial resources was not an issue affecting the marketing

performahce of their firms.

~ Only 28.2% -of the respondents égreed with the view held by marketing and
business consuitants that there is a lack of marketing knowledge in Irish
small firms. The researcher decided to 'investigate;, this problem‘ further and
cross-tabulated the ﬁﬁdings fr'omAt‘his question with the data from two other
variables - MD;s background and in-house marketing staff. The researcher’s
theor}; was that MDs with a marketing background and firms employing at
least one marketing professioﬁal would be strongly opposed to the view that
there is a lack of marketing knowledge in their firm. This inits t‘ufn would
affect the overall result returned by the question. However, although the
cross-tabulation did reveal a minor increase (+3-4%) in disagreement with the
statement among MDsA with a marketing background and small firms
en;lploying marketing professional(s), the researcher concluded that it hasn't
.sighifican_tly affected the overall response figures (see sub-objective 2A in

figure 3.2).
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Figure 4.19 General problems affecting small firm SMP performance

60.0%
50.0%
400%
30.0%
20.0%
10.0%

0.0%

B There is a lack of marketing knowledge in our business
Lack of financial resources limits our investment in marketing
Lack of time does not allow the owner to gain marketing know-how

- ENot enough time is allocated for SMP

Disagree and Strongly Neither disagree nor ~ Agree and Strongly agree
disagree . ~ agree

Considering these data the researcher concluded that, although the two

problems discussed above do exist in some small firms in Ireland and should

be addressed, they are not the main problems affecting the SMP performance

of small firms. The main issues, as identified by the small firm -

owner/

owner/

managers, were “the -lack of time that does not allow the

manager of a small firm to gain marketing know-how” and

“inadequate time allocated for strategic marketing planning”. Moreover,

49.3% of the respondents agreed or strongly agreed with the statemnent

suggesting that not enough time is allocated for strategic markéting planning

in their small firm. A further 26.3% of respondents disagreed with this

statement and the rest (24.4%) neither disagreed nor agreed with it.
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Moiririg on to the more specific SMP problems (see sﬁ'b;-»oAbjective'ZB in figure
3.2), it is important to point out that all five issues presented by the researcher
were Known to the majority of the survey respondents, suggesﬁng that these
problems do exist in the small business sector. The main SMP problém
according to the results of the survey was confusion between short-term
marketing tactics and long-term strategic marketing. 49.3% of the
‘respondents agreed or strongly agreed with the statemenf that “it is easy to
confuse short-term rharketing tactics for long-term strategy” (15.5% of
respondents disagreed with the statement while 35.2% neither disagreed nor
agreed). |

Figure 4.20 Specific Strategic Marketing Planning (SMP) Problems

Bl There is an evident lack of applicability of marketing theory to our business

Bt is easy to confuse short-term marketing tactics for long-term strategy

ElThere is a lack of awareness of segmentation process'in our business
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The second most importantl SMP problem concerning small firm.

owner/managers in Ireland was the perceived lack of applicability of
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marketing theory to their firm. Figure 4.20 above illustrates that{ highlighted
in yellove, this problem eplit the views of the respondents very distinctly in
two similelr halves between agreement and disagreement with the statemeﬁt.
Approximetely the same percentage of the respondents agreed and disagreed
with the statement and only a small number of small firm owner/managers
neither agreed‘ nor disagreed. This was not ,censistent with the general pattern
of other Likert scales and the re,seércher investigated this SMP problem

further in the next chapter (seetion 5.6).

The next SMP problem as identified ley the small firm owner/managers was
related to marketing research. 35.2% of the respondents suggested that fhe
value of marketing research is underestimated by'their firm. To conclude this
seetion the researcher listed all probleme related to marketing in the Irish
“small firms in order of their perceived importance starting with the most

important:

1. Lack of time allocated to SMF (49.3%)

2. Confusion of short-term marketing tactics for long-term strategy (49.3%)

3. Laek of applicability of marketing theory to small businees sector practice (40.8%) ~
4. Lack of tir;'le inhibiting the owner’s acquisition of marketing know-how (39.0%)

5. Underestimated value of marketing research (35.2%)

6. Lack of financial resources (34.3%)

7. Poor strategic pricing decisions (28.6%)

8. Lack of marketing knowledge (28.2%)

9, Lack of awareness of segmentation process (24.9%)
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Noticeably, confusion between short-term marketing tactics and long-term
st‘rAa'teegy, h_ighlighted by McDonald (1989) as the main barrier to successful
marketing planniﬁg, remains one of the main SMP problems in the small |
Business sector two decades later. In contrast, the lack_ of financ;al resources
- and marketing knowledge that were identified as two major problems by the | |
interviewees during phasebl, were not, however, perceived as the main issues
by.the survey respondents. Having rated _thé other problems és being more
impbrtant (see list above), the small fifm owner/managers also identified

additional SMP-related problems that were not mentioned during phase 1.

4.3.6 Strategic Marketing Plans

The next 'princiﬁal objective of phase 2 of this study was an analysis of the
design process of strategic marketing plans in the small business sector.
Firstly, thg researcher identified Wh;'it percentage of §mall firms in Ireland
draft formal strafegic marketing plans. Figure 421 graphically illustrates the
ratio of the respondents who draft a strategic marketing plan for their firm.
Subsequently, the researcher divided the small firms that indicated that théy
had a strategic marketing plan into three smaller groups accorciing to the

strategic plan timeframe (see sub-objectives 3A and 3B in figure 3.2). '
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Figure 4.21 Percentage of small firms with a Strategic Marketing Plan

Plan Timeframe
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The chart illustrates that almost half of small firms in Ireland have a Strategic
Marketing Plan aﬂd the majority of them draft a plan wi‘th al3 year time
horizon (78.2%). However, the researcher also discovered that a significant
percentage (21.9%) of small firms in Ireland draft their Sfrafegic Marketing

Plan with as much as a 4-5 year time horizon.

During phase 1 of this research, several interviewees suggested that many of
small firms in Ireland utilise the services of external marketing specialists to
prepare their Strategic Marketing Plans. The researcher explored this
phenomenon further during phase 2 of the study. The task was to 1dent1fy
what ratio_of small firms employed external marketing consultants to draft a
plan and precisely how this specialist was involved in the process (see sub-

objective 3E in figure 3.2).
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Figure 4.22 shows that only a relatively meagre i)roportion of small firms buy
in the Se;rvices of a marketing specialist on a temporary basis to help them
draft a strategic marketing plan. In acidition, 81.2% of small firms that did
temporarily emp.loy external marketing specialists suggested that the services
of this professional were funded exclusiye by their firm, and only 18.8% of
small firms responded that the costs associated with employing a marketing
consultant were shared between their firm and a third i)arty, such as a

County Enterprise Board, Enterprise Ireland or another similar organisation.

Figure 4.22 Small firms utilising external marketing specialists to draft Strategic
Marketing Plan
@ Firms that utilised services of outside marketing specialist

Firms that drafted the plan on their own . . .
RS . - . . -
Outside specialist was involved in:

Plan design  Design,  All Stages
Implemen-
tation &
Control

Next, the researcher identified the stages .of the stratégic marketing planning
process at which Irish s-mall firms» utilise the services of the external
marketing specialist. Exactly half of the respondents proposed that their smail
firms employed the marketing professional only during- the Strétegic

Marketing Plan design stage. Subsequently, the plan was implemented using
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the firm’s own human resources. 31.25% of small firms suggested that the
external marketing specialist employed by their firm was also involved at the
plan implementation and control stége and a further 18.75% of the
- respondents indicated that the specialist was involved during the whole

process from plan design stage to results evaluation.

Having identified what ratio of small firms in Ireland utilise the services of an
external marketing specialist, the researcher explofed what other
parties/stakeholders were involved in the design of the Str;ategic Marketing
Plan (see sub-objective 3D in figure 3.2). Figure 4.23 below illustrates that
more than half of sma;H fvirms‘in Ireland éngage non-management staff in their
Strategic Marketing planning process while a further 33.3% of respondénts
| .ihdicated Athat their cuétomers are also involved in drafting the firm'’s

Strategic Marketing Plan.

Figure 4.23 Stakeholders involved in drafting the Strategic Marketing Plan
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Subsequently, the researcher explored if the involvement of customers in the
strategic marketing planning process depended on or was connected to the
small firm’s demographics. Cross-tabulations revealed that thevparti’ci.pation
of customers in the design of the small firm’s Strategic Marketing Plan largely
dependéd on the Managing Director’s ba'ckground (p-value of 0.006 was
generated along with a chi-square of 12.562). Indeed, the survey data suggest
that only 10.0% of small firms managed by an MD with no marketing
background involved their customers in Strategic Marketing plénning. In
contrast, 47.5% of small firms in Ireland whose MDs possess a Marketing

Degree or Diploma engage their customers in the plan design process.

4.3.7 Networking

The next area that was analysed by the researcher during phase 2 of this
sfudy 'Was the concept of networking among small firms in Ireland. The
survey identified that 47.9% of respondents were engaged in some form of
networking with other small firms. In many cases the firms engaged in
networking were from different industries or business sectors. The three most
common fqrms of networking, as indicated by the sur;ey data, were (i)
formal (supported by written agfeements) sharing of resources, i.n.cluding

human resources; (ii) informal sharing of resources; and (iii) research. -
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Figure 4.24 Most common forms of networking in the small business sector
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Figure 4.24 illustrates that 49.0% of small firms in Ireland that are engaged in
networking do so by means of informal sharing of resources, however, 40.2%
of survey respondents who suggested that their firm is involved in
networking also confirmed that their networking practices are supported by
written égreements with their networking partners. A small number of
respondents suggested that their firm conducts research in co-operation with

other small firms.
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Figure 4.25 “The idea of ‘safety in numbers’ is one of your reasons for networking”
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* While analysing the bénefits of networking (see sub-objectives 4B and 4C in
figﬁre 3.2) the researcher discovered that one of the main reasons for .
networkihg dés(:ribed in the literature (Dennis, 2000) - the so called idea of
- ”safety in numbers” was not.rated as a major networking catalyst by the
small firms in Ireland. In fact, as illustrated in figure 4.25, 52.0% of émall firms
“disagree” or “strongly disagree” with the statement that the idea of “safety
in numbers” is'one of their reasons for networking, and only 12.8% of

respondents expressed agreement with this statement.

According to the sﬁrvey data, in the majority of cases Irish small firms engage
in network@g to derive iucrative spinoff benefits from this process, e.g. to
reduce marketing costs or to gain access to new resources, skills and
expertise. Indeed, as shown on figure 4.26, only 28.4% of the small firm

owner/managers disagreed with the statement that networking allows their

167



firm to reduce marketing costs, with the majority of the respondents (53.9%)

stating that this is one of their main reasons for networking.

Figure 4.26 “Networking allows your firm to reduce marketing costs”

N [$3] B3 N
2 2 2 g
= & S >
1 I i |

percent of businesses
>
=
|

2
®
l

Strongly Disagree Neither Agree  Strongly
disagree disagree agree
nor agree
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~ However, although reduéing markeﬁng costs via cboperaﬁon with other
small firms was rated high among the important reasons for networking, the
key networking benefit was identified as access to new resources, skills and
expertise.‘ In fact, only 3.9% of the small firms that were engaged in
networking did not perceive that networking gave their firm access to new
‘resources. On the other hand, 84.3% of the respondents engaged in
networking suggested that this practicé allowed their firms access to new
resources, skills and expertise which otherwise would have been unéﬁainable |

for their small firm.
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Figure 4.27 “Networking gives your firm access to new resources, skills and expertise”
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Moving or}.to the overall impact of networking on small firm marketing
performance, the researcher idéntified that networking has a positive effect
on the marketing performance of small firms in Ireland (see sub-objective 4A
in figure 3.2). Figure 4.28 below illustrates that 84.5% of the survey

respondents “agree” or “strongly agree” with the statement that networking

has positive effects on the marketing performance of their firms.

Figure 4.28 “Networking has a positive effect on the marketing performance of your

firm”
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Having identified the reasons for and benefits of networking, the researcher
explored why 52.1% of' small firms in Ireland avoid networking although,
according to the survey results, it seems to have positive effects on small
firms’ marketing performances and appears to be rewarding in many other
ways. The researcher tested the reasons for NOT engaging in networking
‘identified earliér by the other ;gsearchers (Human and Provan,. 2000; EU

Observatory of SMEs, 2003).

Figure 4.29 Reasons for NOT engaging m networking with other firms
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Figure 4.29 above illustrates that 53.1% of the small firms that were not
engaged in networking suggested that the wish to remain indgpeﬁderit was
one of the important reasons for not engaging in networking. The othef two
ﬁnpo;tant reasons identified by the respondents were disclosure of sensitive
ipforme{tion and lack of information ‘on_suitable partners (see sub-objectives

4B and 4C in figure 3.2). These findings are consisténf with the research

conclusions of the EU Observatbry of SMEs (2003).
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- 44 Phase 3 - Focus Group

As already mentioned in the chapter on Research Methodology the last stage
of the primary research had one objective: to evaluate and develop a new
~ strategic marketing planning model proposed by the researcher for

implementation in the small business sector.

The proposed model for strategic marketing planning (see Appendix D) was-
rated as ’spitable’ for application in small firms. All focus group participants
acknowledged the ‘user-friendliness’ of the 'propc;sed model as the main
‘advantage. The model was described. as ‘simple and easy to understand’,
which Was one of the main design criteria set by the researcher. Furthermore,
in relation to the layout of the model, focus group participants agreed that the
proposed process is capable of supporting small firms at both strategic and
operational marketing levels. The focus group also came to a conéensus that
the involvement of small firm owners/managers in the plan design process

would be imperative for the success of the final strategic marketing plan.

Having evaluated specific SMP tools incorporated into the proposed model,
the focus group highlighted the significance of applyi‘ng concepts such as
controlled word-of-mouth, already intuitively used by small firm owﬁers’.
According to the focus group participants these concents might provide a ‘big

’ advahtage in a bid for model acceptance by the small business sector’.
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During the discussion the researcher expiained that the new model had to
address the perceived lack of appIicaEility of strategic markéting theory to
small buéine_zss sector practice. Focué group participants connected this
pfoblem to the complex nature of strategic marketing approaches. A solution
proposed by the focus group was to utilise these SMP a}ppfoaches in the new
model, but simplify the ternﬂnology and employ examples and guidelines

explaining in simple language these complex SMP concepts.

While commenting on the enhéricement and development of thé proposed
model, the focus group parficipants suggested. the inclusion of an
introductory “Read Me” screen iﬁ the end-user version of the model (seé
Appendix D). This would enable the small firm owner/manager to see what
the finished .strategic marketing plén looks like aﬁd explaih how the model
works. Furthermore, users of the program would be able to read reviews of
‘the model Written by the small firm owner/ managers who had already

designed a plan for their small firm using the proposed model.
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4.5. Conclusion

Chapter 4 presented the primary findings of this research. The researcher
introduced the findings from all three phases of the primary study: (i) depth

interviews, (ii) survey and (iii) focus group.

Chapter 4 addressed various objectives listed in figure 3.1. The researcher
explored current practices employed by small firms in SMP and identified
problems affecting the marketing performance of small firms. Furthermore,
chapter 4 explored the design process of strategic marketing plans in small

firms and identified pros and cons of networking.

The primary findings indicated that the sfnall business sector is very diverse.
A iot of small firms, especially well-esta‘blished ones, allocated a great deal of
time and attention to marketing. However, in general, ma%ketiﬁg was still
perceived as a complicated discipline. Small firms recognise the need to
market themselves. However, their owners/managers usually had functional
knowledge rather than marketing expertise. The overall perception was that
small firms in Ireland working closely with enterprise boards or marketing
agenc:ies‘ normally allocated more time and resources to formal strategic

marketing planning.
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However, it is important to highlight that these findings represent only
“raw” data generated by the research and more 'in-depth analyses are

presented in the next chapter.
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5.1 Introduction

Chapter 5 analyses the findings presented in chapter 4. The suitability and
complexity of the marketing mix for application in the small business sector is
explored. 'Furthle:fmbre, the épplicability of marketing theory to thé small
business sector is also questioned in this chapter. ‘Having commented on the
applicability of marketing theory the researcher analyses the quality of
strategic marketing plans’in the small business sector and investigates if thel;e
are variations in strategic marketing planning approaches in different types of

small firms.
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52 Mission statement and long term marketing objectives

The mission statement and long-term marketing objectives should be in the
foundation of ény businesses corpOraté strategy (Lambin, 2007). However,
during this study the Ar_esearcher identified that only 38.5% of small firms that
resi)Onded had long-term marketing objectives and 41.3% claimed -tovhave a
written mission statement. To gain ‘more insigHts into this problem the
researcher compared various typeé of small firms. Discriminating on the basis
of ser{/ice/ product company, size, age or custor_nér base did not uncover any

significant variations from the percentages stated above.

Nevertheless, su¢h variations occurred after cfoss-tabulations with two other
variables: MDs'’ background and marketing staff.-Figures 5.1 and 5.2 ciearly
indicate that the profile of thosel small firms with written mission statements
and long-term marketing objectives is strongly related to these two variables.
As.illustrated by figures 5.1 and 5.2I,‘ the percentage of small firms with
written mission statements and long-term marketing objecﬁves is much
higher among small firms_ that employ at least one marketing professional or |

are managed by an MD with a marketing background.
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Figure 5.1 Variation in %’s of firms with mission statements and marketing objectives

depending on existence/absence of marketing staff
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Figure 5.2 Variation.in %'s of firms with mission statements and marketing objectives

depending on the MDs’ background
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5.3 Application of segmentation in the small business sector

The literature review indicated that strategic segmentation and targeting is
.determined by market research (Lambin, 2007). However, the findings of this
reséérc;h are in line with Hills et al. (2005) who identified that small firm
owner/managers generally reject such formal research methods prefering
more informal méthods of gatheriﬁg market information. During phase 1 of
this .research, fnarkeﬁng consultants identified the concept of “intuitive
marketing”.  According to these ' professionals, some small firm
owner/ rrianagersv are unaware of the formal process of segmentation,
targeting and positioning, but at the same time they are very conscious of
- their target market. Tflis finding was conﬁrfned during depth interviews with
small firm owner/ managers'. Furthermore, as indicated by the literature
review, the importance of tacit knowledge a‘nd.. the existence of so called

“intuitive marketing” were recognised by many researchers (Ashill et al.,

2003; Hacidey, 2000; Gilmore et al., 2001; Stokes, 2006)."

The lack of awareness of the customer base and target market, or in marketing
terms,'fhe lack of awareness of thé segmentation process, was perceived to be
the maiﬁ specific SMP problem in the small business sector. However, it is
important to highlight that" this particular issue was raised only by the
business consultants and marketing professionals. None of the small firm

owner/ managérs confirmed that this problem did, in fact, exist in their firm.
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Furthermore, the findings from the main survey presented in chapter 4

indicate that this might be a case of a perceived rather than an actual problem. ‘

It is clear from the table 4.2 (see chapter 4) that the majoﬁty of small firms in
Ireland tend to apply basic tactical segmentation tools rather than strategic
ap.proachés such as adjusting the whole marketing mix to suit the particular
market segment. Frequently the segmentation of the target market in small
firms is limited to price discounts to larger or “more valﬁable" customers. The
~ data presented 1n table 4.2 clearly identify a gap between small business
sector practice and ségmentation theory. According to the theory (Clarke ‘and
Freytag, 2008,; Dibb et al., 2002), segmentation should be one of the core
concepts in contemporary étrategic 'm;alrketing planning. Moreover, successful
segmehtation,» according to Drummond et al. (2001),- relies on a élear
understanding of the market, with knowledge of consumer behaviour being
the critical foundation on which market understanding is built. In practice,
howeyer, the two most freqﬁently used descriptions of segmentation were
much more basic: (i) “price differentiation according to volume”; and (ii)

“price differentiation according to customer size”.
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5.4 The suitability and complexity of the marketing mix for
application in the small business sector

According to modern researchers (Mohan and Krishnaswamy, 2006; Yang et
al., 2007; Hines et al. 2006), the basic toois and tenets of marketingl
ﬁanagement théory, including the marketing mix concept, tend to be viewed
sceptically and their relevance to the modern small business environment
called into question. Having established the levels of awareness of the
marketing mix concept in chapter 4; the researcher focuséd on the analysis of
the suitability and complexity of this strategic rﬁarkeﬁng planning concept .as
viewed by the small firm owner/managers. Figure 53 shows only the
responses of those small firm owner/ m'anagérs who were aware of the
marketing mix and could comment on this concept's sgi.tability and
_ compléxity of its practical application.

Figure 5.3 Marketing Mix Suitability and Complexity

70.0% _ 66.1%

60.0% -

50.0% -

@ suitability B complexity

40.0% -
30.0%
20.0%
10.0% -
0.0% -
unsuitable simple neither nor suitable'complex
(responses 1,2&3) (response 4) (responses 5,6&7)
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The main-data that V.vere. highlighted by the researcher were responses
nu;nbe;r 5,6 and 7 in both the suitability and complexity sections of the figure
~ above. The éurvey results suggest that. 66.1% of those small firm
owner/managers who were aware of the marketing mix concept felt thgt. this
- approach was suitable for the small business sector, furthermore, 26.6% -
suggested that it was very suitable. However, the application of the marketing
mix concept in practice cannot Be viewed as simple because 58.2% of

'respondents identified it as being a complex process.

After analysing these findings the researcher concluded that the application of
the marketing mix concept, albeit a very complex issue, is vieWed by the
practitioners as suitaBle for the small buéiness sector.. Dufiﬁg phase 1 of this
research the business and marketing consultants also indicated that formal
SMP approaches are applied, but ‘these usually are simplified for small firm
owners by County Enterprisé Boards or other similar organisations’. Stokes
(2006) also argued that most existing SMP framewdrks, including the
marketing mix concept, wére deAsigned for bigger firms with plentiful
resources band should not be applied without adaptations in the smalil
business sector. Therefore, it is reasonable to’ suggest that‘ if adapted,
sifnplified or,. evén better, explained, the marketing mix concept would find a

wider application across the spectrum of small firms.
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5.5 Quality of the strategic marketing plans

Lambin (2007) tried to illustrate the importance of written strategic marketing
plans. He believed that sound strategic thinking about the future must be
clearly stated in a document which describes the ends and means required to

impleinent the chosen development strategy.

Having identified the ratio of small firﬁs that have a strategic markeﬁng plan’
in chapter 4, the researcher analysed the quality of these plans by determining
how many of Lambin’s (2007) nine essential areas were covered (see sub-
objective 3C in figure 3.2). According to Lambin (2007) any strategic
marketing plan would be expected to cover the following nine topics: Mission
Statement, Corpo.rate‘ Objectives, SWOT Analysis, Competitivé Analysis,
Trends Analysis, Marketing Mix (4Ps/7Ps), ‘Marketing Objectivesl,
Segmentation and S;:heduling and Budgeting. Figure 5.4 illustrates the ten
~groups of small firms divided according to thé-number of areas covered by

their strategic marketing plan.

As one can see in figure 5.4, the two biggest groups were the small firms that
covered a combination of 5 and 6 of the nine essential areas in their strategic
marketing planning. Furthermore, only 21.9% of all small firms that drafted a-

strategic marketing plan covered less than five essential areas.
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Figure 5.4 Number of essential areas covered by small firms’ strategic marketing plans
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Initially the researcher felt that these resulfs show that the majoﬁty of
strategic marketing plans drafted by the small firms were relatively complete.
However, this conclusion radically changed when the researcher explored
which of the aBove-mentioned nine areas were normally.covered by t'hel small
firms’ strategic marketing plans, or, perhaps more importantly, which areas

were frequently omitted.

To identify which of the nine essential areas were more freqﬁently covered in
the strategic marketing plans, the researcher calculated the number of the
small firms covering each of the nine area.s._ individually (i.e. the researcher
identified what percéntage of small firms covered SWOT in their plan, Wh’at
percentage of small firms covered segmentation, and so on for each of the
nine areas individually). Figure 5.5 below shows that the most popular area
that was covered in 84.4% of small firms’ strategic marketing plans was

Competitive Analysis and the least popular with 40.6% was Marketing Mix.
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In the researcher’s view, the main finding from the data presented in the
figure 5.5 was the two distinct grdupé that emerged. The first five most
popular areas are highlighted in yellow on the graph. In the researcher’s
oi)inion these areas are all tactical mérketing tools and the following four least

popular areas, highlighted in blue, are all of a strategic nature. .

Figure 5.5 Percentages of small firms covering various areas in the Strategic Markefing

Plan
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These data presented the researcher with the origin of the most important
specific SMP problem identified by the i'espondents (i.e. confusion between
short-term marketing tactics and‘ long-term stfétegy). Evidently, when
engaged in étrategic marketing planbning small firms in Ireland focus more on
tactical, short-term approaches such as cofnpetitive analysis, SWOT,
.écheduling and budgeting, omitting arguably more important strategic

rhérketihg planning approaches such as the Marketing Mix, Segmentation
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and Mission Statement. These findings are consistent with Stokes (2006) who
also argued that in the small'businéss séctoi‘ short-term considerations take
priority over longer term planning lthereby making small firm marketing
management reactive in style and operational as opposed to strategfc in
orientation. Therefore, it is imi)ortant that the new model woul_d resolve this
pfoblem and emphasfse tﬁe importancé of .strategic marketing planning
approaches. Furthermore, the model should explain the pfope; use of tactical

marketing instruments within the strategic marketing planning process.

186



56 Lack of applicability of marketing theory to the small
business sector

As already stated in the literature review a..nu;pber- of. afticles in well
reeowned academic journals (Ven De Ven and ]ohnson,. 2006; Bennie and
O'Toole, 2005) have pointed out that the gap between strategic marketing
theory and practice is v;ridening. This research also identified the existence of
this problem as the Irish small firm owner/managers surveyed rated the
'perceived. lack of applicability of marketing theory to their firms as the
‘second most pressing SMP issue. The same percentage of responden;ce agreed
and disagreeel with the statement that there is an evident lack of applicability
of marketing theory to their business’ and only a small number of small firm -
oWner/ managers neither agreed nor disagreed. The researcher investigated

this statement further.

Simkin (2002) argued that the perceived lack of applicability of marketing.
theory to small firms practice is a result of implementation diffieulties caused
by the inadequate skills of small firm owner/managers and a lack of
marketing knowledge. To test this statement, the researcher crose_-tabul;ted
the data from the question on the perceived applicability of marketing theory
to practice with: (1) MDs’ .back'ground, and (i) Marketing staff (see figure 5.6).
It was found that a strong. correlation existed between the degree of

agreement or disagreement with the statement about the applicabillity of

marketing theory to practice and the absence/existence of marketing staff in a
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given small firm. The correlation increased in the degree in which the
response to this question depended on whether or not the Managing Director

of a small firm had a marketing background.

Figure 5.6 Cross'-vtabula'tipn of percei\ied applicability of marketing theory and firms’

demographics
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-
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Disagree with the lack of applicability of
marketing theory to practice

Figure 5.6 above illustrates tha; the Absolﬁte majority of the small firms that
erhploy at least one full-time marketing person (68.6%) or ones managéd by
the M]j with a Degree- or Diploma where marketing was part of the
programme (71.9%) disagree with the statement that ‘there is an evident iéck
of applicability of marketing theory to their busineés’. These data suggest that
the small firms that have marketibng knowledge at their disposal are
suc'cessfully applying marketing theory in the small business sector. In
_contrast, the majority of the small firms that have no marketing staff and ones'

that are managed by the MD with no marketing background agreed with the
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lack of applicability of marketing theory, suggestive of the perceived, rath.e'r. ’
‘than the empirical nature of their response. These findings indicate that
indeed; as ‘suggested by Simkin (2002), the perceived lack of applicability‘ of
'ma;keting theory to small firrnéprractice rﬁight be caused by a lack of .
mafketiné knoWledge within a small firm. Furthermore, these data verify the
findings of Carson et al. (1995) and Stokes (2006) who also discovered the
existence of a relationship between the background of owners and the

. marketing performance of their firms.
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5.7 Variations in strategic marketing planning in different
types of small firms'

As outlined in chapter 3 one of the researcher’s aims were to identify and
profile the differences in marketing planﬁing between small firms selling
 product(s) and ones offering service(s) and between business-to-business
small firms and those that target private consumers (see slub-objectives 1G
and 1H in figure 3.2). A serieé of hypotheses was developed by the

researcher and subsequently tested using cross-tabulations.

The first of these researcher’'s grounded theories was that the
-existence/absence of the segmentation process in small firms depended on
whether the firm was a‘ sérvice prbvider or a product(s) éupplier. Table 5.1
below shows the result of a cross-tabulation between the existence of

segmentation and the type of small firm (service/product).

190



Table 5.1 Cross-tabulation between segmentation and type of sméll firm

(service/product)

HO: There is no association between segmentation and the type of small firm
(service/product). |
H1: There is an association between segmentation and the type of small firm

(service/product).
Céunt -
Service/Product
Product(s) | Service(s) Total
Segmentation yes
Process © | 33 69 102
’ no 53 58 111
Total . 86 127 213
Chi-Square Tests
Asymp. Sig.
Value df (2-sided)
Pearson Chi-Square 5.233(b) 1 .022
Continuity Correction(a) 4613 1 032
Likelihood Ratio 5.268 1] .022
Fisher's Exact Test |
Linear-by-Linear Association £.208 | 9 022
N of Valid Cases 213

a Computed only for a 2x2 table

b O cells (.0%) have expected count less than 5. The minimum expected count is 41.18.

A significance value (p value) of 0.022 was generated along with a chi-square
of 5.233. This indicated that the Variabies were not independent and that there
was an association between the existence/absence of the se@entaﬁon
proces; and the type of small firm. The cross-tabulation identified that 54.3%
(69 out of 127) of seﬁice providers employed segmentation compared to

. 38.4% (33 out of 86) of small firms supplying products.
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Table 5.2 Cross tabulation between networking and type of firm (business-to-

business/consumer).

HO: There is no association between networking and the type of small f/rm

(business-to-business/consumer,).

H2: There is an association between networking and the type of small firm

(business- to-busmess/consumer)

Count

Percentage of sales generated by Private Consumers.

less than 20%

(i.e. business-to- more than

business firm) 20%:39% 40%-59% 60%-80% 80% Total

e e e w | o« | s | s | o
no 57 12 22 15 111
Total 120 19 16 28 30 213
Chi-Square Tests
Asymp. Sig.
Value df (2-sided)

Pearson Chi-Square 17.357(a) .002
Likelihood Ratio 18.264 .001
Linear-by-Linear Association 3.826 .050
N of Valid Cases 213

a 0 cells (.0%) have expected count less than 5. The minimum expected count is 7.66.

The second researcher’s hypothesis was that there is an association between a

networking involvement and type of small firm. The grounded theory in this

case was that more business-to-business small firms would be involved in

networking compared to those mainly targeting private consumers. To find -
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out if there was an association the researcher cross-tabulated these two

variables (see table 5.2).

A significance value (p value) of 0.002 was generated along with a chi-square
of 17.357. This indicated that the variables werev not ihdependent' and that
there was an associaﬁon between the involvement in networking and the type
of small firm (business-to-business/private consumer). Although the cross-
tabulation was carried out applying 2x5 chi-square table, 0 cells (0%) had
expected a count of less than 5, confirming the validity of the association.
Furthermore a very low significance valﬁe of 0.002 indicated a strong
association between the two variables. The survey also identified that 55.4%
of small firms mainly targeting other businesses'(i.e. fi_rms.with less than 40%
of sales generated by privéte consumers) were engaged in networking. This
compar‘ed to 36.2% among the small firms mainly targeting private
consumers (i.e. firms with more 60% of sales generated by private

consumers).

The third hypothésis sugéested that Ithere is an association between
generating word-of-mouth and the type of small firm. Again the hypothesis
was that more business-to-business érﬁall tirms would be trying to generate
positive word-of-mouth than those targeting private consumers. To identify
if there was an association, the researcher cross-tabulated these tWo variables |

(see table 5.3). A significance value (p value) of 0.011 was generated along
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with a chi-square of 13.104. This indicated that the variables were not

independent and that there was an association between generating word-of-

mouth and the type of small firm (business-to-busiriess/ private consumer). 0

cells (0%) had expected a count of less than 5 confirming the validity of the

association.

Table 5.3 Cross-tabulation between generating word-of-mouth and type of firm
. A

(business-to-business/consumer).

.HO: There is no association between generating word-of-mouth and the 'type of small

firm (business-to-business/consumer).

H3: There is an association between generating word-of-mouth and the type of small

firm (business-to-business/consumer).

)
_Count
Percentage of sales generated by Private Consumers.
less than 20%
(i.e. business-to- mofe than _
business firm) | 20-39% | 40%-59% | 60%-80% 80% Total
Generate  yes
WOM? 86 11 8 13 13 131
no 34 8 8 15 17 82
Total 120 .19 16 28 . 30 213
Chi-Square Tests
Asymp. Sig.
Value df (2-sided)
Pearson Chi-Square 13.104(a) .01
‘Likelihood Ratio 13.077 011
Linear-by-Linear Association 12.435 .000
| N of Valid Cases 213

a 0 cells (.0%) have expected count less than 5. The minimum expected count is 6.16.
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Further calculations identified that 69.8% of small firms mainly targeting
other businesses (i.e. firms with less than 46% of sales generated by privaté
consumers) were trying to generate positive word-of-mouth about their
business. This compares to 44.8% among the~ small firms mainly fargeting
privafe consumers (i.e. firms with more 60% of sales generéted by private

consumers).

The findings generated by testing the above hypotheses clearly indicate that
significant variations exist in the SMP ‘concepts applied by various types of
small firms: Based on the data generated by cross-tabulations it is possible to

identify four distinct groups of small firms:

1. Product firms mainly targeting private consumers.
. 2. Product firms mainly targeting other businesses.
3. Service firms mainly targeting private consumers.

4. Service firms mainly targeting other businesses.

Indeed, as previously mentioned in the literature review, business-to-business
firms‘ tend to allocate ‘more resources towards networking activiﬁes
(WiIkiAnson, 2006; Morgan et al., 2007). The researcher’s findings (see table 5.2)
were cqnsistent with this observation. Fur.thermore, the research identified
that the majority of Irish business-to-business small firms (69.8%) are
i)roactively trying to generate positive word-of-mouth. Molinari et al., (2008)

suggested that most previous studies in the area of word-of-mouth were
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carried out in business-to-consumer setting. The researcher’s fihdjngs,_-as well
as the recent study by Lacey and Morgan (2009), confirm the involvement of

business-to-business firms with word-of-mouth seems to be a new trend.

Variations in SMP strategy were also discovered between small firmé_, that
provide service(s) and those 'supplyiﬁg product(s). Many theorists
(Parasuraman et al., 1988; Irmie, 2005; Gilligan and Wilson, 2003) also argued
~ that the marketing of sewicés differs to a great extent from that of products.
Indeed, the research identified that service proviciers seem to be more
involved in SMP activities than product suppliers (see table 5.1). Parasuraman
et al. (1988) suggested that potential customers tend to rely more on the
information from personal sources, rather than‘ardvertising, when eyaluating
services. Therefore, the éroposed model must emphasise the importanée of
word-of-mouth in services marketing. Gilligan and Wilson (2003) confirmed
these aifferences and weﬁt on to suggest that the traditional marke&ﬂg ;nix
concept (4Ps) is too limited for strategic marketing planning in service
provision and that the extended 7Ps céncepts should be. appiied in any SMi’

framework designed for service providers.

The researcher’s opinion is that, considering the above-mentioned differences
in SMP methodology, the four distinct groups of small firms require tailored
- SMP frameworks. Thereforé, the researcher’s model, pfesented in Chapter 6,

must accommodate these differences.
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5.8 Conclusion

Chapter 5 analysed the findings presgnted in chapter 4. The 'mvestigatic;n
identified that the percentage of small firfns’with a written mission statement
énd long-tefm mafketing objectives Wés much higher among small firms tha.t ~
employed at leastlone markeﬁng proféssior{al or ‘were managed by an MD
with a mafketing background. In addition, the researchef concluded that the
applicatioh of the marketing mix concept, albeit a complex issue. was viewed
by practitioners as suitable for the small business. sectc;r. Therefore, the
researcher suggests that if adapted, simplified or, even better, clearly
explained, the marketing mix concept would find a wider application across
the spectrum of small firms. Further examination of the findings revealed
that; when engaged in strategic marketing .plarming, small firms in Ireland
focus more on'tacticél short-term approaches while often omitting strategic
mérketing planning concepts such as the Marketing Mix, Segmentation aﬁd a

Mission Statement.

quthermore, in Chaipter 5 the researcher identified the differences in
marketing‘v plaﬁning between small firms supplying product(s) and those
proffiding service(s) ;and between business-to-business small firms and firms
'targeting private consumers. The conclusion was made that the researcher’s

model presented in Chapter 6 must accommodate these differences. .
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6.1 In&oduction '

Chapter 6 starts with the introduction of the researcher’s Strategic Marketing
Planning model for application in small firms, the devélopment of which is

essentially the primary objective of this entire study.

In this chéptér the researcher, after presenting the main implications of the
rese;i‘éh, also identiﬁes the limitations of the study that was carried out.
Furthermore, having reviewed the main .findings from primary and
secondary stud‘y, the researchef presents several recommendations that give
small firm owner/managers and marketing professionals more insights into

the area of SMP in the small business sector.
Finally, the chapter identifies challenging areas for-further research that can

be undertaken to explore in more detail the related areas of small business

sector Strategic Marketing Management.
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6.2 Conclusions and Recommendations

To determine the contribution of this study to strategic marketing theory and
practice it is important to review the main objectives of this entire research.
Having reviewed figlire 3.1, one can conclude that two most irﬁportant
objéctives of this study were: (i) to define gaps between strategic marketing
planning theory and the small firm sector practice, and (2) to propose and

develop a practical model of SMP implementation in small firms.

In relation to the first objective, the researcher, having chosen “strategic
marketing planning in the small firm sector”, was concerned with one issue: .
does marketing theory apply to the small firm sector? Indeed, if the answer to
this question was in the negative, the;e ‘waé no area for further research.
Approximately the same percentage‘ of small firm owner/managers agreed
and disagreed with the statement that ‘there is an evident lack of applicability
of marketing theory to their business’ .‘and only a small number of
respondents 'neithér agreed nor disagreed. These data were alarming as they
implied that almost half of the small firm owner/managers in Ireland believe

that marketing theory is not applicable to the small business sector.

However, after further examination of these findings, the researcher
identified that the absolute majority of the small firms that employ at least
“one full-time marketing person (68.6%) or ones managed by the MD with a

marketing background (71.9%) disagree with the statement that ‘there is an
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| evid_entblack of applicability of marketing theory to their business’. These data
éuggested that small'firms that have markeﬁng lgnowledge' at their disposal
ére successfully applying marketing theory in the small business sector. In
contrast, thé majority of the smau firms that have no marketing staff and ones
that are managed by the MD with no marketing background agreed with the
lack of applicability of marketing theory, suggestive of a response deriyed

more from what was perceived to be the case rather than empirical data.

In the researcher’s opinion, ffom the data gathered duriﬁg this study, one of
the main find_ings was the discovery of an evident confusion between
operational and strategic nmar_keting in Iriéh small firms. Indeed, as previously
illustrated. in ﬁgﬁre 54 (éee chapter 5), when designing a strategic marketing
plan the majority of small firms in Ireland cover operational m;alrketing issues
such as competitive analysis, SWOT and scheduling & budgeting and in
many cases omitted arguably more important strategic concepfs namely,
segmentation and %narketing mix. This problem could be addressed by
developing a plan desigﬁ process, similar to the model developed by the
researcher, that would explain-how and when operatioﬁal marketing tools |

should be applied within broader strategic marketing concepts.
Indeed, having analysed the data in relation to the application of specific SMP

tools and concepts, the researchér concluded that some of these (SWOT,

Competitive Analysis) found a wide application among small firms in Ireland
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and are perceived as suitable for applicatio,n. during the Situation Analysis
stage of the overall strategic markeﬁng planning vprocess' in these firms.
However, the researcher concludedA that it is of paramount importance that
these mafketing planning tools and concepts are properly incorporated into

the marketing strategies of small firms.

Furthermore, coming back to the implications of _the data collected, the
researchef concluded that the Strategic Marketing Planning model that was
developed as a result of this study should also emphasise the importance of -
less conventional strategic marketing concepts such as controllable word-of-
mouth and CRM and exploit these tools to aid small firmg in their strategic

marketing communication.

Having reviewed and analysed several existing strategic marketing planrﬁng
models the fesearcher- concluded that the majority of researchers (Stokes,
2006; Ashill et al. 2003; ].ocumsen; 2004) when developing their models
focused more on describing how strategic marketing planning is carried out
in small firms. The researcher’s view was that the need still existed to develop |
a SMP model that would actually assist the sﬁdl firm owner/manager in

marketing planning rather than explain how the process works.

Furthermore, a primary study carried out by the researcher, as well as the

research of secondary sources (Stokes, -2006; McDonald, 1989;‘Hines et al.
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2006), revealed several challenges and problems associated with strategic
~ marketing planning practice in the small business sector. Two main problems

linked to the SMP in small firms were identified as:

1. Confusion of short-term marketing tactics with long-term strategy.

2. Lack of applicability of marketing theory to small business sector practice.
The model that was developed by the researcher and presented before the

focus group participants (see figure 6.1) had to overcome these challenges and

aid the small firm owner/ managérs in their strategic marketing activities.
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Figure 6.1 The “Quattro” model of SMP in small firms

1. CORPORATE STRATEGY
» Corporate objectives and mission
= Qverall position

2. EXTERNAL & INTERNAL ANALYSIS |
* Overview of market e
» Competitor analysis .
= Future trends
= . SWOT

3. MARKETING OBJECTIVES
= . Financial objectives
* * Marketing objectives

-

4, MARKETING STRATEGY
= Segmentation (age, occupation)
= SERVQUAL (competitive advan.)
s 7Ps Marketing Mix
= Emphasis on Conventional
Marketing Communication

4. MARKETING STRATEGY

Segmentation (age, occupation)

= Competitive advantage

» Conventional Marketing Mix

* Emphasis on Conventional
Marketing Communication

a
. m e ————

v ——-——

4. MARKETING STRATEGY
= Segmentation (Pareto principle)
* SERVQUAL (competitive advan.)
s 7Ps Marketing Mix
» Emphasis on Networking & WOM

.........................................................................

4. MARKETING STRATEGY :
* Segmentation (Pareto principle)
= Competitive advantage ?
* Conventional Marketing Mix . 1
* Emphasis on Networking & WOM !
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The “Quattro” (meaning “four” in Italian) model of SMP, based on the

research findings, divides the small business sector into four distinct groups:

1. Product firms mainly targeting private consumers.
2. Product firms mainly targeting other businesses.
3. Service firms mainly targeting private consumers.

4. Service firms mainly targeting other businesses.

The researcher, after analysing the data from the secondary and primary
research, concluded -that these four diétinct éoups of small firms would
benefit from tailored marketing strategies. Indeed, after completing the first
three general 4stages of the strategic markeﬁng plaﬁ design process (i.e.
corporate strategy, external aﬁd internal analysis, marketing objectives) it. is‘
obvious that at stage four (formulation ‘of marketing strategy) different
strategic marketing approaches should be employed depending on whether a
small firm is a service provider or a product(s) éupplier. Indeed, using the
extended 7Ps marketing mix fbr service providérs and utilising the Pareto
principle (80/20 rule) during the segmentation process in business-to-
‘business companies, these Choices seem to offer a straightforward solution for
the mafkeﬁng profeséionals: they are not, however, obvious choices for the
small firm owner/managers where an explanation is neceséary as to which of
the strategic marketing concepts should be employed by their particular

business.
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The “Quattro” modei of SMP.in small firms does exactly that. It explains to
the small firm owner / manéger these “obvious” chéices, such as Wthh type of
marketing mix is applicable to their small firm, which segmentétion '
characteristics should be 'c_lpplied or which markeﬁng communication

channels shbuld be utilised.

Howe{fer, it Js important to highlight that figure 6.1 showing the mode]
merely illustrates a bluepfint of a lcomputer based prbgram with a user-
friendly interface that takes the small firm owner/manager through every
small step of the strategic marketing plan design process. Having .complete'd
all the required fields in 'the pl;ogram the ‘small f;lrm owner/ manager is
presentéd_ with a c.oml‘prehensive priﬁtout of a tailored strategic marketing
plan that covers all essential areas identified by this research. Several
%creenshots of the end-user vérsion of the fnodel showing the simplicity of the

program can be seen further in this chapter and in Appendix D.

Indeed, as identified by business ‘and marketing consultants during depth
interviews, form.al. rﬁodels from strategic marketing theory can be succe_ssfully.
appligd to thé small ‘bus.iness sector, however these ‘need té be adapted,
simplified or explained’ for the small firm ownef/ managefs. The model

developed as a result of this research does that.
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Figure 6.2 End-usér version of the proposed model
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'

The foundation of the rhodel is a 'diagran.l (figure '6.1) that shows marketing
theorists how the process wc.)rks.‘ However, small firm owner/managers,
having identified what distinct group (see figuré 6.2) their firm belongs to,
-will only éee step-by-step instructions (see figure 6.3) in the computer version
w‘/he.re every point in vthe strategic marketing plan design prot"ess is explaiﬁed

- in simple English and with examples (sée Appendix D).

Figure 6.3 Main stages of plan design process

One of the important advantaAges of the “Quattro” model is that it will resolve

one of the most critical specific SMP problems identified by the survey of
small firms (i.e. confusion between short-term marketing tactics and long-
terrn"strategy). As already mentioned in chapter 5, when engaged in strategic

marketing planning, small firms in Ireland focus more on tactical short-term.
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: aiaproat:hes like competitive énélysis, SWQT; schedulieg and budgeting
- omitting arguably more important strategic marketing planning approaches
such as Marketing Mix, Segmentation and Miseion Statement. The model
develeped by the researcher explains the proper use of the tactical marketing
inetruments within the strategic marketing plannjng process. As shown on
figure 6.1, it also emphasises the importance of developing a firm’'s overall
marketing strategy before desighing short-term tactical marketing
commurﬁcation campaigns Aor ad;:usting elements -of the marketing mix of

individual prodﬁct/ service offerings.

The second problem associated with the SMP in the small business sector that -
“the proposed medel had to address vwas the perceived lack of applicability ef
strategic marketing fheory to small business sector practice. Focus group
participants linked this éroblem to the complex nature of ‘the strategic
marketing approaches; A solution proposed by the focus group Wes to utilise
these SMP approaches in the new model, but simplify the terminology, using
examples and guidelines (see figure 6.4) to explain in simple language these
cemi)lex SMP concepts. As a result the use of strategic marketing expressions
that can be found in figure 6.1, which is targeted at marketing”professionéls
and theorists, is avoided in the end-ﬁser Versioﬁ of the ”Quattro’f model (see

Appendix D).
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Figure 6.4 Setting objectives uéing proposed model

As mentioned previously, the findings from the primary research suggest that
the v'owner/ managers of business-to-business small firms in Ireland are
productively uﬁlising networking to promote their businesses whﬂe prone to
'thé perception .that word-of-mouth communication can ‘b‘e successfully
coﬁtroiled. In considering these findings the researcher decided to exploit
networking and wqrd-of~mduth, by including these twol un;onveritional
-marketing communications channels.in the new SMP model for appliéation in

the business-to-business small firms. -

In conclusion it is ,importaht to Ahighlight that the main advantage of the

developed model is the fact that, having taken on board a suggestion voiced
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by the absolute majority of the respondents during phase 1 Qf this stud?, the
researcher designed a model iﬁ such way that it offers a small firm
owner/managers the opportunity to develop a strategic markeﬁng plan on
his/her own initiative rather than presenting him/ her with a ready made

marketing strategy.

Figure 6.5 Final step of the end-user version of proposed model
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6.3 . Research limitations

The model proposed by the researcher has not been tested in pfacﬁce. The
“Quattro” mod;el is designed to .generate strategic marketing plans. This
research identified that the .n-lajority of small firms prepare the strategic
marketing plan every 2—3‘years, therefore, it could také up té three years to
properly test the proposed model in praétice. Testing of this modelA c;)“uld

result in further refinements.

| Another limitationi of the “Quattro” model relates to its core structure.
Because of the configuration of the model it is probabiy not applicable to
small firms that both supply product(s) and provide service(s). The proposed -
model in its present.forrn applies only to small firms that can categorise
themselves as firms “mainly selling product(s)” or .v”.mainly providing
service(s)”. The same applies to the other dimension of the proposed ﬁodel:
Thus, for the mpdel to be relevant, the sales of a small firm si\ould be mainly
generated either by other businesses or by private consumers. Small firms
without distinct business-to-business or private consumer target markets

should not use the “Quattro” model of SMP.

Furthermore, this research was carried out to explore strategic marketing
planning in the small business sector. Therefore, the model proposed by the
researcher covers only the plan design stage. The “Quattro” model of SMP in

small firms does not assist with plan implementation and control issues. -
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The use of a postal survey was deemed nécessary in order to reach. a
representative population and apply a detailed measurement instrument.
However, the ﬁse of postal surveys may have limited the quality of responses
to certain questions;, eépecially open—ehded questions.

The length of the questionnaire may have had a nega.tive impact oﬁ the
overall response rate. While the response 1;ate of 21.3% was éofnmendable and
comparaEle with other studieé in the area, it is possible tha;c it coﬁld have been

enhanced had the questionnaire been more condensed.
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6.4 Suggestions for further research

This research was designed to explore in great detail strategic marketing
planning in the small business sector. However, élthough arguably the most
critical stage‘ - planning - is only fhe' firéf step of a three-phase str'étegic
marketing - management process. The subsequent two stages, namely
implementation and control, could be:éXplored further. This would allow the
strategic marketing planning model developed during this research to be
tested in practic'e..._ I{idéed,‘ there is scope to test and further refine the
Eonceptual model proposed by the researcher. While this model has the
vpotential to be of benefit for small firm owner/managers, further model
testing that could be incorporated into the study of the broader area of

strategic marketing management, could generate valuable feedback.

The literature review identified that marketing in small firms depends to a
great extent on the owner/manager’s individuality and background (Gilmofe
et al., 2001; Hills et el., 2005). Stokes (2006) also recognised the existence of, so-
called, “intuitive marketing” and suggested that the owner/manager’s vision
often affects marketing performance in the small business sector. However,
further re-search should be carried out to identify what constitutes .the
owner/manager’s vision and how “intuitive marketing” compares to “text-

book marketing”.
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Another area of small firm marketing that requires further investigation is the
concept of Word-of-mouth. According to Winch and Bianchi (2006) small
firms rely heavily on word-of-mouth marketing. Misner (2002)'commented
that word-of-mouth is totally non-controllable; however, the researcher’s
primary findings indicate that -'successful sméll firm owners find ways of
encouraging refefrals and recommendations by more proactive methods.
These proactive methods of generating positive word-of-mouth, the existence

of which is also confirmed by Stokes (2006), could be analysed in more detail

In conclusion, as already mentioned in fhe research limitations section, the
conceptual model developed by the researcher was designed for small firms
with a distin‘ct target market -'either private consumers or other businesses.
Furthermore, a small firm should be classified as either a service provider or é
prodvuct supplier to successfully apply the model. However, there are many
small firms that are in the middle of the spectrum along both of these
dimensions. Indeed, there are many small firms that market to };rivate
consumers and other businesses. Furthermore, numerous srﬁall firms cannot
be distinctly clas.siﬁedbas service provi&ers or product suppliers because they
do both. Motor dealers would be a good example. Their main trade is selling
vehicles. However, after sale servicé plays a signiﬁ;ant, if not a paramount,
role in thé success of the firm. Therefore, there is an opportunity to reséarch,

firsﬂy, the applicability of the conceptual model to these companies and,
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secondly, if proven unsuccessful, the possibility to adapt the model to suit

these small firms.
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APPENDICES

Appendix A. Theme Sheet for Depth Interviews

1. CURRENT MARKETING PRACTICES EMPLOYED BY
- SMALL FIRMS

> Marketing, how is it perceived?
> Something scary, complicated and expensive OR mvestment
that promises good return -

2. GAPS BETWEEN MARKETING THEORY AND PRACTICE

> Introduce main points of SMP theory in relation to small firms
> How big is the gap with “reality”?
> |s SMP theory valid in the small business sector'?

3. PROBLEMS ENCOUNTERED BY SMALL FIRMS IN
MARKETING AND SMP IN PARTICULAR

» Outline general marketing problems

» Specific problems in SMP?

» GAPS AND PROBLEMS which is “cause” and which is
‘effect”?

4. STRATEGIC MARKETING PLANS

» Do they work only in large enterprises?

» Planning timeframe (1-3-5 years)?

> Implementation and control in smalt firms?

» “Homemade” or professional outSIders are engaged in the
design process

» Investment or cost?
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5. NEW SMP MODEL FOR SMALL FIRMS

» Marketing in small firms. Vision of owner/manager OR is
theory applied? |

» To what extent models (if used) are standardised/adapted?

» Which existing models are the most popular?

» Degree of success of application of these models.

> How does “VISION” work? What do owners/managers rely |
on (past experience, own background, individual skills etc)?

» How do YOU see the SMP model for small firms

. (suggestions)? -
» Discuss researcher's model.

6. SUCCESSFUL SMALL FIRMS

» Suggest two small firms worth studying in more detail.
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Appendix B. Covering Letter

20 March 2007

" Re: Strategic Marketing Planning in Small Firms

Dear Sir /Madam,

This is a survey for Masters of Business Studies by Research being undertaken
" by Tamik Komaev at the Letterkenny Institute of Technology, Co. Donegal.

The survey is designed to explore strategic marketing planning practices in
the small ﬁrm sector in Ireland. :

My research depends on a high response rate and I would be very grateful if
you could take time to complete the enclosed survey and return same in the
prepaid envelope provided. It should take you approximately 7-8 minutes to
complete this questionnaire. ' |

All responses will be treated in the strictsest confidence. I will be happy to
send you a summary of the research findings once completed.

Thank you in advance for your time,

Tamik Komaev, BBS (Mrk), MMII Grad
086-8882730
komaev(@yahoo.com
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ppendix C. Questionnaire SECTION 1: COMPANY PROFILE
. How many people does your company employ? (Please estimate Full-time equivalents)
]10-20 people []21-34people [ ]35-50people [ ]Other (Please Specify)

. What is your company offering customers?
"] mainly product(s); [ mainly service(s).

. How many years is your company operating?
_lless than 5 years; []5-10years; []11-20years; [_] more than 20 years.

. Inthe last year for which you have the figures, APPROXIMATELY what percentage of sales
was accounted for by: (Please fill % values in BOTH boxes, the sum must be equal to 100%)

% { consumers % | businesses

SECTION 2: CURRENT STRATEGIC MARKETING PLANNING PRACTICES
. Starting with the most important, please rank from 1 to 5 the importance of the following
functions to your company: (where 1 = most important; 5 = least important)
_] Finance [ ] Marketing [] Production [[] Human Resources C]IT

. What ROLE, in ydur opinion, does marketing play in the success of your business?
_] None (] Minor [ ] Medium [ ] Major | [ ] Critical

. The Managing Director of the company has: (Please tick ALL that apply)

_] A3rd Level Degree or Diploma where Marketing was part of the programme
_] Completed a course in Marketing

_] Experience of working in a marketing position for another company

"] None of the above '

. Which of the following does your company have? (Please tick ALL that apply)
_] Marketing department (at least 2 persons) [ | Long term marketing objectives
_] One Full-time marketing person only [] Written mission statement

_] One Part-time marketing person only

. Do you adjust product/service offerings (this also means adjusting price, promotion and distribution
approaches) for different customer groups? [_] Yes ' [_] No (Please go to Question 7)

. How do you adjust product/service offerings for different customer groups?
‘Please describe)

. Please rate from 1 to 7 the suitability of the following concepts for the small business sector:
Very unsuitable 7 Very suitable  Don’t know

1 2 3 4 5 6

Aarketing Mix (4Ps/7Ps of Marketing) y [ O O 0O) O ]

’roduct Life Cycle (PLC) 10O 00O 0 0 O o ]
O oOdodod

Jew Product Development Process L]
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. Please rate from 1 to 7 the complexity of application in practice of the following concepts:
Very simple 1 2 3 4 5 6 7 Verycomplex Don’t know

farketing Mix (4Ps/7Psof Marketing) (] [0 OO OO [ O [ _ []
'roduct Life Cycle (PLC) O dggoggg []
Jew Product Development Process OO0 0O00gdd []

icing decisions:
Very important

=}

. Please rate from1 to 7 the 1mp0rtance of the following factors in your p
Not at all important 1 2 3

“ost of producing the product/service

rice of similar competitors” products

{ow much customer is prépared to pay

seasonality

drder size

“ustomer value

dther (please specity if any)

000000
000000
000000
OO0Ooo -
000000« &
NO00Od -
O00000~

0. Does your company have a written marketing communications strategy?
] Yes ‘[ ] No (Please go to Question 12)

1. Please list the 3 most important objectives of your marketing communications strategy:
(A)
(B)
©

2. Please rate from 1 - 7 the effect of advertising your products/services via the following

marketing communication channels: ‘
Very weak 1 Very strong Not Applicable

TV ~ '

~ Radio
Newspapers
Magazines
Internet
Phone

Mail

AnanNEN
O
N
OOOoO000 -
OOOO00C] =
OOOOO0 =
OOO0000~
OOOOo00

3. Please rate from 1 - 7 the importance of the following in the success of your business:
Not at all important 1 2 3 4 5 6 7 Veryimportant

‘Word of Mouth” O 0 0O004d4dd '

>ublic Relations (PR) L O O O O O O

“ustomer Relationship Management [ | [] [ ] [J O] [ [J

Jirect Marketing .00 O O O 0O 0O

mage Building - DD O OdoOg

4. Does your company try to generate posmve ‘word-of-mouth”? (ie. Find ways of encouraging
referrals and recommendations)
] No. [ ] Yes. (Please describe how)
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5. Please indicate your degree of agreement/disagreement with the following statements:

Y g v 8 >
£E8 & 228 < &<
he application of the SWOT analysis is useful in the small firm sector - D . D [:I D [:I
‘EST is an excessively complex tool for the small firm sector ] ] ] J O
ituation Analysis is a good starting point for further research ] [] ] ] ]
‘ompetitive Analysis is widely applied by your company ] U OJ O O
SECTION 3: PROBLEMS AFFECTING MARKETING PERFORMANCE
Please indicate your degree of agreement/disagreement with the following sfatemen_ts:
0 v - v 3
g8 A 248 2 &2
"here is a lack of marketing knowledge in our business ] b ] ] ]
ack of financial resources limits our investment in marketing ] ] O - O ]
ack of time does not allow the owner to gain marketing know-how ] ] O - O O
here is an evident lack of applicability of marketing theory to our business [_| O O O O
t is easy to confuse short-term marketing tactics for long-term strategy ] O ] ] O]
"here is a lack of awareness of segmentation process in our business O O O ] D
Jot enough time is aﬂocated for strat. marketing planning in our business [ ] ] O d U
he value of marketing research is underestimated by our business -4 O] Ol O dJ
'oor strategic pricing decisions affect marketing performance of our business[_] O O OJ O

dther Problems (please specify)

SECTION 4: STRATEGIC MARKETING PLANS

Did your company ever draw up a strategic marketing plan? [ ] Yes [ |No (Please go to Sect. 5)
. What was the plan timeframe? [J1year []2-3 years []4-5 years []>5 years
.. When drawing up your most recent Strategic Marketing Plan did your company utlhse an

outside marketing specialist?
"] Yes [ ]No (Please 20 to Question 6)

At which of the following stages was the outside marketing specialist involved? (Tick all that apply)
] Plan Design [] Plan Implementation and control ~ [_] Results evaluation

.. Were the services of the outside marketing specialist funded by youf company or by a third
party (County Enterprise Board, Enterprise Ireland etc)? (Please tick ONE only) '
_} funded exclusively by our company D funded exclusively by a third party [] costs were shared

. Who else was involved in the design of your most recent marketing plan? (Please tick all that appl y)
] Managers (] Other Employees [ ] Customers [ ] Other (Please specify)
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. Which of the folloWing areas were covered in your firms’ most recent Strategic Marketing
Plan? (Please tick ALL that apply)

_] Mission Statement [] Corporate Objectives [ ] SWOT Analysis

_] Competitive Analysis [] Trends Analysis [_] Marketing Mix (4Ps/7Ps)

_] Marketing Objectives . []Segmentation - [ Scheduling & Budgeting
SECTION 5: NETWORKING

. Is your company engaged in any sort of networking with other small businesses? (these can be
from different industries) D Yes DNO (Please go to Question 4)

. What form of networking does your company practice? (Please tick ALL that apply)
_] FORMALLY sharing resources (written agreements, contracts etc)

_] INFORMALLY sharing resources (1nformat10n personnel etc)

_] Conducting research

] Other (please describe)

. Please indicate your degree of agreement/disagreement with the following statements:

i) $ 8 bt 8 8 2 ’
e wm Enwm 0§ 2g
22 & FES B £
#6 A 2Z38 < &<
'he idea of “Safety in numbers” is one of your reasons for networking 7 ] ] ] ]
letworking allows your firm to reduce marketing costs O ] O ! ]
letworking gives your firm access to new resources, skills and expertise O] a O Ol ‘ Ol
letworking has a positive effect on marketing performance of your firm O O [:] O O

lease go to Question 5

. Starting with the most important please rank from 1 to 4 the following reasons describing why
your company is NOT engaged in networking with other firms.

_] The wish to remain independent

"] Lack of information on suitable partners

] Disclosure of sensitive information to other firms

] Lack of trust

XYther Factors (Please describe)

. Can you~ please identify other marketing tools-or concepts that );‘our company employs, which
were not covered in this questionnaire.
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Appendix D. Screenshots of the End-user Model

“PRODUCT OR
.~ SERVICE

PRODUCT: B28
OR CONSUMER
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Objective should NOT bé \}ague.‘ )
Ob]ectlve should have a tlmeframe
. Max5 general objectives with 3-4 ta
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Appendix E. First Draft of Proposed Model.

* Marketing agency serving 5 small firms

. Téam of 5 marketing professionals

« Based on4 “P’s” plus team co-ordinator

FIRM 1

A 4

Distribution

Incharge of F1 ;

FIRM 5

| co- ORDINATOR‘

FIRM 2

SPECIALIST 2
n charge, of F2

3 ‘In chqrge of F5 &

L N 7

SPECIALIST 4
In charge of F 4 e

SPECIALIST 3
_Incharge of F3

¥ Product/ Brand

Management

4
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