The Art of Marketing Study Guide

Selecting a Market

After we have doneour market analysis, the next step isdeciding how,
when, and whereto attack the competition. Thischapter discussesthe
rulesfor selectingamarket for anew campaign.

A marketing campaignisathrust into anew market. A campaign means
that we aretrying to win new customersover to our product or existing
customersto anew product. Beforewe can undertake amarketing
campaign, wemust first select amarket.

Beforewe select amarket, Sun Tzu wants usto understand the conse-
guencesof our decision. What isimportant about picking amarket?
What aretherisks? How can we minimizethoserisks? What kind of
marketing campaignsshould weavoid?

When we go after anew market, what should wedofirst? What isthe
primary characteristic of asuccessful campaign? If welosetheinitia-
tive, what should wedo? If the market doesn’t generate salesas
quickly aswe had hoped, what then? What happenswhen we select
thewrong market?

Sun Tzu answersthese questionsand many more. Helaysout therisks
and dangersof selectingamarket. He showsushow to minimizethose
risks. Hea so shows usthe connection between therisksand the
rewards of marketing. 1ntheend, our success depends upon under-
standing exactly what we are getting into.
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Selecting A Market

Question One:

When starting a new mar keting campaign, what should you fir st
consider?

A. Your target market.

B. Thecostsof marketing.

C. Building an image.

D. Getting customer visibility.

Everything depends on your marketing philosophy.

Promoting a company and its products is expensive.

Building market awareness takes thousands of dollars.
From The Art of Marketing

Answer:
B, The costs of marketing.

Marketingiseasy if wehaveall themoney intheworldand don’t care
whether or not our marketing paysfor itself. The challenge of marketing
isgetting the most resultsfromtheleast investment. Our goal ismaking
our marketing campaign profitable.

When planning acompetitive campaign, Sun Tzu wantsusto consider
thecost. Marketingisexpensive. Will thiscampaign pay?

Cost isthebasisof selecting what type of market wetarget. One of the
reasonsthat small companies should pick small targetsisbecausethey
can't afford to target larger ones. Nothingislessrewarding than inter-
esting buyersand then having no way to sell them.

Two of thegoal s of any marketing program arebuilding animageand
creating visbility. Neverthel ess, both of these goalsare constrained by
the costsinvolved. The problemisthat we don’'t know beforehand how
much agivenimageor level of vishility isworthintermsof sales. Most
marketing overestimatethe salesvaue of bothimageand visbility. The
only thing that wewon’t likely overestimateisthe cost. Wemust plan
for theextensive costs of marketing. We must see how the campaign
canreturnthat investment tenfold.
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Question Two:

How can you plan asimple, straightforwar d mar keting campaign
with predictableresults?

A. You limit your marketing to a narrow segment.

B. You limit your marketing to less expensive media.

C. You limit your marketing in geography.

D. Marketing resistslimitsand predictable results.

You must invent many different approaches.
You need a wealth of resources.

From The Art of Marketing

Answer:
D. Marketing resists limits and predictable results.

Oncewe are committed to them, our marketing campaignsrequire
experimentation to discover what really works. Wecan planasimple
marketing campaign, but themarketplaceisdynamic. Marketingis
cregtive. Thesefeatureswork against smplicity and predictability.

Narrowing our segment focusisalwaysagood idea. However, we
don't really learn about asegment until webeginto focusonit. From
Sun Tzu'sperspective, any competitionisan exerciseinlearning. The
learning takes place after wefocus, not before.

All mediais expensive, but its cost isn’t measured in the price per
exposure. A television commercial that gets good results is much
lessexpens vethan amailing program that getsnothing. How canwe
know theresponserates and thereforethe cost before our campaign
before hand?Wecan’t. We can only make assumptions. Thisisaways
risky so wemust be aware of the chancethat we aretaking.

Geography isalso agood way to focusacampaign but theInternetis
changing the old definition of geography. Inevery businesstenyears
ago, we had to make adecision to market nationally. Intoday’s
market, we are global--likeit or not--once we establish aweb pres-
ence. How doesthisaffect our cost of marketing?
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Selecting A Market

Question Three:

What chief affect doesmarketing haveon other partsof an
organization?

A. It competeswith other departmentsfor resour ces.

B. It complimentsboth salesand product development.
C. It complimentssalesbut not product development.

D. It complimentsproduct development but not sales.

This demands a large investment from your company.
This drains resources from your other operations.
Marketing uses up time and energy.

Others complain about how marketing consumes cash.
From The Art of Marketing

Answer:
A. It competeswith other departmentsfor resources.

This answer fliesin the face of traditional marketing thinking.
Marketing people see often themselves as complementing the
other parts of the organization, especialy product devel opment
and sales. Sometimes this might be the case, but certainly product
development and saleswould prefer their budget to beincreased rather
than get more* help” from marketing.

Company politicsaside, thiscompetition between activitiesiseasy to
seein aone-man company. If we spend our time marketing, we are not
selling and we are not producing products. Time and resourcesare
limited and marketing directly competeswith al other activities.

The problem with marketing is that, unlike sales and production,
marketing spendingisdifficult to evauate. Certainly, marketing activities
areimportant to both product development and sales. Theinformation
gathered in marketing can beval uablein devel oping products. Market-
ing can generate prospectsfor saes. The problemisconnecting the
costsof marketing to the va ue produced. In sales, dollars measure
success. In production, we haveinventory. In marketing, we have hope
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Question Four:

What other factorsadd major unplanned coststo marketing?
A. Hiring peoplefrom the competition.

B. Publicrelationsand publicity.

C. Building mediarelationshipsand networking.

D. Defendingexisting marketsand building distribution.

It demands that you defend your position.

It takes time to build up the distribution channels that you
require.
From The Art of Marketing

Answer:
D. Defending existing markets and building distribution.

Hiring from competitors, public relations, and media rel ationships
are all among the least costly marketing activities. Because of this,
they should al be aplanned part of any marketing campaign.

What we cannot predict arethe costs of defending our own market or
building adistribution channel . Because of this, thesearetwo of the
areasmorefrequently overlooked by those starting amarketing cam-

paign.

We never know when new competition isgoing to comeinto our
existing markets. We may bethinking about conquering new markets,
but someone el se may well be thinking about going after our existing
customers. Thefirst goal of any marketing program must bemaintaining
our existing customer base and revenue stream.

One of the hardest tasks in marketing is synchronizing product
promotion with product distribution. The only point of marketing
is creating sales. Promoting products without the sales resources to
sl themispurewaste. If webuild salesresourceswithout building
market awareness or customer demand, we are a so wasting our
resources. Awarenessand distribution must belinked. .
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Selecting A Market

Question Five:

Given thehigh cost of marketing, what type of campaignsshould
you most avoid?

A. Thosethat cost alot of money.

B. Thosethat requirealot of resources.

C. Thosethat will last along time.

D. Thosethat don’t build product awareness.

Winning a large market is expensive and time consuming.

Delay fatigues your channels and costs you sales.

Attacking entrenched markets drains your resources.

Long marketing campaigns that deplete your company’s
resources will fail.

From The Art of Marketing

Answer:
C. Thosethat will last along time.

In Sun Tzu'ssystem, acompetitive battle must start working quickly. If
it doesn’'t thenitwon't work at al. The problemisthe cost of competi-
tion, inthiscase, marketing. If acompetitive battleisn’'t won quickly, the
high costs of competition will bankrupt the contestants, evenif the
campagniseventualy “ successful.”

For marketing purposes, a“time” ismeasured in theamount of timeit
takesfor themarketing campaignto start paying for itself. A costly
campaignisnot idedl, but acostly campaign that quickly beginspaying
for itself ismuch better than any campaign that failsto produce quick
results.

Marketing must produce quick results. Those results are not
theoretical measures of “brand awareness’ The only results that
count are sales. Only sales income can start paying for the market-
ing campaign.

We should never trust vague measures such as brand recognition or
market awareness. They may turninto salesbut when?Marketingis
only amomentary act of faith. It must payoff.
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Question Six:

Asamarketing campaign continueswithout salesresults, what
arethe potential results?

You losetheinvestment you’ ve madein the campaign.

You delay theinitiation of a better campaign.

You decreaseyour mar ket momentum.

You squander existing salesand encour ageyour competitors
toattack you.

SReX-B=

You can lose the interest of your sales channel.
You then will lose the market.
You can drain your resources.
You will then use up your marketing budget.
As your markets weaken, you inspire your competitors to
attack you.
From The Art of Marketing

Answer:
D. Yousguander existing salesand encourage your competitorsto
attack you.

Sun Tzuwantsto makeit clear what isat stakein alosing war. Wewill
certainly loseour investment in marketing, but that istheminimal cost of
falure. Continuingin afailing campaignismoredangerousthan just
losing what we spend onit.

Firt, afailed marketing campaign discouragesour saleschannel. They
seethemoney being spent, but if they don't get sales, they losefaithin
the company. Thislossof faithweakensthe channelsability to sell
traditional products.

Whenwelosethe support, that is, incomefrom our saleschannel, we
start eating into our resources. The problemisn't just delaying the next
marketing campaign. With declining sales, we cannot afford even
historical marketing expenditures.

With aweakened sales channel and adecreased ability to market, our
competitorsmoveinfor thekill.
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Selecting A Market

Question Seven:

If you aresmart and creative, can you turn around afailing
campaign?

A. Not onceyou havelost theinitiative.

B. If you leverage past investment.

C. If you keep your focuson thetarget market.

D. If past tests have proven successful.

It doesn’t matter how smart you think you are.
You can’t win a market once you've lost the initiative.
From The Art of Marketing

Answer:
A. Not once you have lost the initiative.

In Sun Tzu' sview, successin competition depends upon finding quick
success. Oncewe havelost theinitiative, the market and the competi-
torsprepareagainst us.

In marketing, we haveto control the market’ simpression of us. Once
we havefailed to penetrate amarket, we are defined by our failure, not
by our marketing. Our imageisthat of aloser.

In Sun Tzu's view, people naturally have too high an opinion of
their abilities. Wefindit difficult to admit our failures. Because of our
egos, wefind it difficult to admit that our plan hasfailed.

Instead of admitting failure, our natural reactionistotry toforceour
failureto becomeasuccess. Wetry to think of waysto leverage our
past investment. We don’t want to give up on atarget market. We want
to believethat our previousview of the market was correct and the
resultsarean aberration.

Sun Tzuwarnsthat thistype of thinking isdeadly. It isnot aquestion of
our intelligence. The problemisfundamental . Successful marketing
requiresmaintaining theinitiative. If welosetheinitiative, welosethe
market.
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Question Eight:

Isn’t ahasty campaign mor edanger ousthan aslow one?

A. A hasty campaign is always wor se than a slow one.

B. A hasty attack is sometimeswor se than a slow one.

C. A hasty attack can bebad, but aslow oneisusually wor se.
D. A hasty attack isusually successful.

You can sometimes move too fast attacking a market.
However, the slower the attack, the more often you fail.
From The Art of Marketing

Answer:
C. A hasty attack can be bad, but aslow oneisusually worse.

Once more, thisis alesson about human behavior. We tend to
worry about making mistakes. Because of this, we usually delay
action or undertake action very cautiously. We tell ourselves not to
be hasty because we don’t want to make a mistake.

Sun Tzu's warning about the danger of afailed marketing cam-
paign may accentuatethisthinking. If afailled campaignisasrisky ashe
hasbeentelling us, we can't afford not to be careful . We undertake our
marketing dowly and carefully.

Thisisthe opposite of what Sun Tzu wants. Hewants usto attack
quickly, but stop quickly if the attack is not working. He is arguing
for quick action and quick reaction.

More leisurely planning and slower commitment to a plan increase
the campaign’s chances of failure. It also increases the likelihood
that, once the campaign starts failing, we will stay with it. The
more we have invested in planning, the less likely we are to admit
our failure.

This does not mean that Sun Tzu is against careful planning and
analysis. Quite the contrary, the first chapter of The Art of War is
about theimportance of analysis. Wejust cannot let our planning stand
intheway of quick action and reaction.
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Selecting A Market

Question Nine:

Why does Sun Tzu war n you about the danger sof marketing?
A. Because success comes from being careful.

B. Because success comes from being certain.

C. Because marketingisuncertain.

D. Because marketing requirescommitment.

You can try to play it safe when you go after a market or
you can be successful.

You can’'t have it both ways.
From The Art of Marketing

Answer:
D. Because marketing requires commitment.

Sun Tzuwarnsusin themost severe termsabout the costswaging war.
Hedoesn't do thisto discourage usfrom attacking markets. He doesn't
want thiswarning to make usslow and cautious. Wecannot winif we
hesitate or doulbt.

Hewarnsus so that we understand therisks. Marketing is serious. We
can bet thefuture of our company on amarketing campaign. We must
betotally committed to success. We can’t make these decisionslightly.
Nor canwe avoid thesedecisions.

Successrequiresthat wetake achance. We are never going to be
successful if weplay it safe. That iswhat our competition expects. We
will loseif we do what the competition expects. Marketingisadynamic
game. We haveto keep one step ahead of the competition. We cannot
dothat by being predictable.

We can never be certain about our current ,marketing planworking.
We can be certain about our eventual success. Wemust havealarger
strategy. We make plansthat takerisks, but we must alwaysavoid fatal
mistakes. Wemust walk theline. We must be confident enoughto act,
but not so confident that we can’t recognizewhen our plansaren’t
working.
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Question Ten:

How dotherisksof marketing affect itsawar ds?

A. You must minimizetherisksto maximizethe awards.
B. You must avoid therisksto assuretherewards.

C. You must embracetherisksto assuretherewards.

D. You must avoid the danger s of new markets.

Y ou can never completely insure against failure when you

go after a new segment.
You are therefore unlimited in the success that you can
achieve from developing new markets.
From The Art of Marketing

Answer:
C. You must embrace the risks to assure the rewards.

Thisisthe heart of Sun Tzu's philosophy about selecting a market.
Competitionisrisky. Wemust understand exactly how risky itis.
However, competitionisalso the sourceof al success. If wedon't
competefor new markets, we cannot succeed or even surviveinthe
market.

How should wereact to thisdilemma?

Wearealwaysawarethat failureisapossibility, but wedon't let it
paralyze us. We can never completely defend ourselvesagainst failure,
but we can preparefor it. We can beready to changeour plansat a
momentsnoticeif our assumptions provewrong.

We must also be ready for another unexpected outcome. Theuncer-
tainty of thefuture hasan upside. Our campaign may turn out to be
dramatically more successful that we plan. Thevariablesthat make
success uncertain also makewild success possibleif wearewilling to
takethe chance. Wemust be prepared for unplanned level s of success
just likeweare prepared for unplanned failure. Both are possible. If we
areready for one, we must be equally ready for the other.
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Selecting A Market

Question Eleven:

How doyou minimizetherisksof marketing?
A. You compete aggressively.

B. You competeonly with caution.

C. You focusonly on success.

D. You doonly what needstobedone.

You want to make good use of your marketing.
Do not change your market focus repeatedly.
Do not try to do too much.
Support the needs of your company.
Feed off your competition.
Do only what you need to do at the moment.
From The Art of Marketing

Answer:
D. Youdoonly what needsto bedone.

Forget aggression! Forget caution! Forget success! Embrace neces-
sity. Wedon't win by being aggressive. Wewin by being smart. If we
aretoo aggressive, we make mistakes. Wetry to do too much.

We also don’t win by being cautious. If we are cautious, wearetoo
dow and too quick to give up. We change direction too frequently.

Success comeswhen we do what is necessary. Focus on the competi-
tion. Don’'t worry about beating the competition. Wemust select a
market that let’ susfeed off our competition. We must pay for our
marketing with salesgenerated by that marketing.

In other words, wemust be practical. Abovedl, SunTzu'ssystemisa
practical approach to competition. Itisnot aheroic approachor a
timid approach. Competition can be emotional, but we can't affordto
be emotiona . Selecting amarket puts our ego ontheline. Wemust
forget our egos. We can’'t get caught up in our plans. Wecan't worry
about winning. We must do what is necessary, no moreand no less. We
must takewhat the market givesus.
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Question Twelve:

How should geogr aphy affect your selection of atarget market?
A. You want to market to the broadest market possible.

B. You should begin to market to an areathat isnearby.

C. You should think of all marketsasglobal.

D. Distance should not matter to marketing.

Marketing to distant areas is costly for you and your
company.
Transportation increases the price of what you are selling.
From The Art of Marketing

Answer:
B. You should begin to market to an areathat is nearby.

Distance is the most basic “barrier to entry.” Even the smallest
company startswith the advantage of location. Aslong aswearethe
firstinour geographical area, we havethe advantage of being local.

Sun Tzu's concern with distance was avoiding the unnecessary
costs and dangersthat it posed. His military concern was primarily
transportation of men and supplies. Today, we have the same
concerns about the cost of transporting goods.

The introduction of the Internet has made national and global
communication less expensive. However, at least at the beginning
of amarketing program, theinitial warningsstill stand. Cost must be
controlled. Thereasonisthat marketingisinitialy risky. Wemay have
to change quickly abandon or change our marketing programiif it does
not succeed. A nationd or international marketing campaign smply
raisesthestakes. It makestheinitia mistakesmoreexpensiveand
harder to recover from.

We must select amarket that we caninitially work locally. We must wait

until we have secured that local market before expanding geographi-
cdly.
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Selecting A Market

Question Thirteen:

How should thenumber of competitor saffect your selection of a

mar ket?

A. Numerouscompetitorsindicatearich market.

B. A crowded market assuresthat you can win market share
from the weakest competitors.

C. A market with few competitors meansthat thereis plenty of
customer sunsatisfied.

D. A market with many competitor s cannot be profitable.

Also, marketing into crowded markets can't be profitable.
This lack of profits can destroy your company.
Most failures result from companies exhausting their
resources on marketing.
From The Art of Marketing

Answer:
D. A market with many competitors cannot be profitable.

Thedangersof marketing aredirectly proportional to the costs of
marketing. Onceagain, our campaigns must pay for itself assoon as
possible. Salesvolume and market shareareimportant only if they
generate profitsthat pay for themarketing campaignitsef. Sun Tzu's
concernsisawayson getting the campaignto pay for itself or, ashe
cdlsit“feeding off of thecompetition.”

Thenumber of competitorsinamarket doesnot giveusreliableinfor-
mation about the size of themarket. At any giventime, amarket may
haveto many or too few companies competing for the volume of
business. Busi nesses becomefashionable and peopleinvestinthem
without knowing potential market size. Thisthinkingisnever successful.

A crowded market may or may not have plenty of customers, but it
isamost certain to have declining profits. A large group of com-
petitors means that at least some of them will be discounting their
pricesin order to win business. Too much competition makesany
market unprofitable. Whenweare starting marketing, we need profit-
ablemarkets.
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Question Fourteen:

How doesthe cost of media advertising affect the selection of a

market?

A. Media costs should always be kept low.

B. Mediacostsshould be proportional to market size.

C. What you pay for media determineswhat you get.

D. Theselection of appropriate mediaismoreimportant than
cost.

Media advertising can consume your company entirely.
Marketing can leave the company without profits and
worthless.
From The Art of Marketing

Answer:
A. Mediacosts should always be kept low.

Advertisngiscostly. Sun Tzu'sadviceonisawaysto keep costly
commitmentsto aminimum. We may or may not get what we pay for in
media, but theresults of costly mediacampaignsare so uncertain. We
should never select amarket or acampaign that requiresexpensive
mediaadvertisingin order to be successful. That is, weshould never
select such amarket unlesswearewilling to bet everything on that
campaign. We should only bet everything asalast resort.

Because of the high cost of media, there are many marketsthat we
cannot attract directly. For example, asuccessful national mediacam-
paign for anew consumer product costs hundredsof milliondollars.
The unsuccessful mediacampaign to the same market coststhe same.
Thisisa“bet our company” decision. Sun Tzuwasviolently opposed to
rolling thedicein competition. Hebelieved that we can dwaysfinda
way towinthat minimizesour risks.

Thecentral issueistherisk to profitability. Onceacampaignisproven
to generate revenues, we can begin to calculatewhether or not it issafe
to broaden it toinclude more expensive media. At these early stages
whenwe are selecting amarket, the cost of expensivemediaissmply

toorisky. Wemust first test our campaign.
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Question Fifteen:

What happenswhen you select thewrong market?

A. You can still recoup your initial investment.

B. You can still leverage your image and message.

C. You can still capitalize on your market awar eness.
D. You havetototally abandon that market.

Many companies have to abandon a market.

Most attempts to win new markets fail.

Failed marketing plans deplete company resources.

Failed marketing forces you to abandon your investments.

You give up the market awareness that you've established.

You must abandon your image and message.

Your distribution is left without support.

Marketing consumes the profits of too many companies.
From The Art of Marketing

Answer:
D. You haveto totally abandon that market.

We can't afford to fool ourselves. When we attack thewrong market,
we haveto get out of it quickly. Trying to recoup our lossesisgoing to
cost useven more.

When we devel op animage and message for amarket, we shouldn’t try
to reuse that image and messagein anew campaign. We shouldn’t try
tofind adifferent market where theimage and message might work Just
becausewe haveinvested timeand money init doesn’'t meanthat it has
value. Theseare sunk costs. We must accept our losses and move on.

Thesameistrue of any market awarenessthewe have established in
thetarget market. If our product isn’t selling, weshouldn’'t try tofind a
new product that might appeal to that market. Thereisvirtually no
chancethat wewill be successful.

These are the mistakes that turn a bad market decision into a fata
one.
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Question Sixteen:

What arethechief criteriayou useto select atarget market?
A. How fast you think that you will generate profitsfrom it.
B. How long the market will continueto be profitable.

C. Theproximity and size of the market.

D. Thenumber of competitorsthat arein the market.

Because of this, you must go after markets that quickly
generate money for your company.

Take a dollar in sales today.

It is worth twenty dollars tomorrow.

Win a dollar in customer sales.

It is worth twenty dollars of market potential.

You must win customers and treat them well.
You need to generate income from your market as soon as
possible.
From The Art of Marketing

Answer:
A. How fast you think that you will generate profits from it.

Here we come to the heart of Sun Tzu's advice on selecting a
market. All the warnings about the risks of marketing come down
tothis. Wedon't get greedy. We don't get lost in theory or the details.
Theonly point of amarket campaignisto generate salesincomeas
quickly aspossible.

Thelongevity of themarket isasecondary concern. Naturally, we
prefer marketsthat grow forever, but that isnot our first concern. If we
must, we use each market asastepping stoneto the next. Aslong as
each market isprofitableto sall to, it getsusfurther down theroad.

Proximity, size, and number of competitors are certainly important
elements in calculating whether or not a market can be profitable
to sell to, but these elements and more should be considered
together in searching for profits.
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Question Seventeen:

Wheredoyou find theseinstantly profitable mar kets?

A. You test variousgroupsfor their interest in products.
B. Youtarget groupswho can becontacted inexpensively.
C. You identify groupsto whom you are already selling.
D. You expand into new geographical or product areas.

Marketing must generate more resources.
Win markets that you can easily dominate.
Go after markets where sales are already being made.
Use existing customers to bring in more customers.
Base your promotion on past success in a market.
From The Art of Marketing

Answer:
C. You identify groupsto whom you are already selling.

We arealready selling to our best future markets. Wejust haven't
identified these existing customersaspart of apotentially larger group.
Most companiesdon’t know their existing customerswell enoughto
identify who therefuture customersshould be.

Markets are not created by marketing. They are discovered by
sales. The job of marketing is to identify them as potential markets
and then identify waysto attack them.

Thisrevelation clarifies all of Sun Tzu's warnings about the
dangersof marketing. We don’t guessat who might buy our product.
We don't undertake marketing campaignsto try to identify or create
new markets. These are dangerous and expensive approachesto
selectingamarket.

I nstead, we dissect our existing customer-base. Weidentify thosewho
belongtolarger, different groups. We see anew grouping that we
overlooked before. Wefind hidden customer characteritics, shareby
agroup of potential new customers. Wefind shared needsand desires
that we had overl ooked.
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