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Marketing and Customer Value

d

informed buyers faced with abundant choices, a comany can
win only by fine tuning the value delivery process and

choosing, providing, and communicating superior value.
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Core Competencies
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Competitive advantage also accrues to companies that
possess distinctive capabilities or excellence in broader
business processes. Wharton’s George Day sees market-driven
organizations as excelling in three distinctive capabilities:
market sensing, customer linking, and channel bonding. In
terms of market sensing, he believes tremendous
opportunities and threats often begin as “weak signals” from
the “periphery” of a business.He offers a systematic process
for developing peripheral vision, and practical tools and
strategies for building “vigilant organizations” attuned to
changes in the environment, by asking three questions each
related to learning from the past, evaluating the present, and
envisioning the future. Competitive advantage ultimately
derives from how well the company has fitted its core
competencies and distinctive capabilities into tightly
interlocking “activity systems.” Business realignment may be
necessary to maximize core competencies. It has three steps:
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Assigning Resources

to Each SBU

Once it has defined SBUs, management must decide how to
allocate corporate resources to each. Several portfolio-planning
models provide ways to make investment decisions. The GE/
McKinsey Matrix classifies each SBU by the extent of its
competitive advantage and the attractiveness of its industry.
Management can decide to grow, “harvest” or draw cash from, or
hold on to the business. Another model, BCG’s Growth-Share
Matrix, uses relative market share and annual rate of market
growth as criteria to make investment decisions, classifying SBUs
as dogs, cash cows, question marks, and stars. Portfolio-planning
models like these have fallen out of favor as oversimplified and
subjective. Newer methods rely on shareholder value analysis, and
on whether the market value of a company is greater with an SBU
or without it (whether it is sold or spun off).These value
calculations assess the potential of a business based on growth
opportunities from global expansion, repositioning or retargeting,
and strategic outsourcing.
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