
Marketing Due Diligence
Reconnecting Strategy to Share Price

Malcolm McDonald

Brian Smith

Keith Ward

AMSTERDAM • BOSTON • HEIDELBERG • LONDON • NEW YORK • OXFORD
PARIS • SAN DIEGO • SAN FRANCISCO • SINGAPORE • SYDNEY • TOKYO

ELSEVIER Butterworth-Heinemann is an imprint of Elsevier

 
 

  
© 2008 AGI-Information Management Consultants   

May be used for personal purporses only or by  
libraries associated to dandelon.com network. 



Contents

Foreword by Sir Michael Perry, GBE

A note for busy people: how to get the best out of this book

List of figures

List of tables

IX

xi

xiii

xvii

Part 1 What is Marketing Due Diligence? 1

Chapter 1 Why Chief Executive Officers must demand a revolutionary
new approach from their Chief Marketing Officers 3
Fast track 3
Why many CEOs despair of marketing 4
Challenges facing all organizations today 6

Market maturity 6
Globalization 7
Customer power 8

Impact on business from lack of customer focus 9
From tactics to strategy 16

The failure of marketing? 18
The pivotal importance of marketing to business leaders 18

Marketing's role in value creation 19
What should marketing be doing? 20
Marketing Due Diligence is different 23

Three distinct levels for measuring marketing effectiveness 23

Chapter 2 A process of Marketing Due Diligence 27
Fast track 27
What is marketing? 28
What is the connection between marketing and shareholder value? 29
What is the Marketing Due Diligence diagnostic process? 31

Explicating the strategy 32
Assessing the risks 34

What is the Marketing Due Diligence therapeutic process? 42
Implications of the Marketing Due Diligence process 45

Chapter 3 The implications of implementing Marketing Due Diligence 47
Fast track 47
The linkage to shareholder value 48
The risk and return relationship 49
A focus on absolute returns rather than risk 52
Using probability estimates to adjust for risk 54



vi Contents

Alignment with capital markets 58
Turning Marketing Due Diligence into a financial value 59

Adjusting marketing planning outcomes 59
Placing the adjusted financial return into context 60
Allowing for 'capital at risk' 62

Highlighting deficiencies and key risks 63
Implications for users 64

Part 2 The Marketing Due Diligence Diagnostic Process 67

Chapter 4 Assessing market risk 69
Fast track 69
Some important background to what constitutes 'success' 70

Short-term success 70
Strategy and tactics 71
The strategic marketing plan 72

Market risk 73
The meaning of 'product' and 'market' 73
Combining product and market 77
Product/market growth or decline 78
Product and market combined 84
Market risk assessment 86

Conclusion 94

Chapter 5 Assessing share risk 97
Fast track 97
What do we mean by share risk? 98
How do we assess share risk? 100

Assessing target market risk 100
Assessing proposition risk 102
Assessing SWOT risk 105
Assessing uniqueness risk 107
Assessing future risk 109
Assessing other sources of share risk 111

Aggregating and applying share risk 114
Step 1: Explicate the marketing strategy 114
Step 2: Assess the explicated strategy against the sub-components

of share risk 115
Step 3: Aggregate the sub-components into an overall assessment

of share risk 115
Step 4: Identify the growth component of the strategy 118
Step 5: Moderate the growth component of the strategy to allow

for risk 118
Step 6: Allow for complex strategies 119

The outcomes of share risk assessment 119

Chapter 6 Assessing profit risk 123
Fast track 123
Introduction 124



Contents vii

Profit pool risk 126
Profit sources risk 131
Competitor impact risk 135
Internal gross margin risk 138
Other costs risks 139
Summary 143

What do weak marketing strategies look like? 143

Part 3 The Marketing Due Diligence Therapeutic Process 145

Chapter 7 The key role of market definition and segmentation 147
Fast track 147
Introduction 148
Correct market definition 149

A crucial business discipline, not just a philosophical argument 149
Market mapping 149

Leverage points 154
Market segmentation 157
Some final thoughts 170

Chapter 8 Creating strategies that create shareholder value 171
Fast track 171
Starting from where we are 172
Understanding and managing market risk 173

Understanding and managing product category and market
existence risk 173

Understanding and managing sales volume, forecast and
pricing risks 178

Understanding and managing share risk 180
Reducing target market risk 180
Reducing proposition risk 183
Reducing SWOT alignment risk 184
Reducing uniqueness risk 185
Reducing future risk 187
Other components of share risk 188

Understanding and managing profit risk 191
Reducing profit pool risk 191
Reducing profit source risk 193
Reducing competitor impact risk 194
Reducing internal gross margin risk 195
Reducing other costs risk 196

Summary and conclusions 197

Chapter 9 Managing high-risk marketing strategies 199
Fast track 199
Allowing for risk 200
Risk equals volatility 201
Controllable versus uncontrollable volatility 202



viii Contents

Using real option analysis 206
Real option example 210

Summary 213

Chapter 10 Fast track 215
Why Chief Executive Officers must demand a revolutionary new

approach from their Chief Marketing Officers 215
A process of Marketing Due Diligence 216
The implications of implementing Marketing Due Diligence 218
Assessing market risk 219
Assessing share risk 220
Assessing profit risk 221
The key role of market definition and segmentation 222
Creating strategies that create shareholder value 223
Managing high-risk marketing strategies 224

Afterword: what to do now 227

References and further reading 229

Index 231


