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Question one is compulsory. Answer ANY other two.

Question 1:

CASE STUDY:

BANG & OLUFSEN
The sound of which Torben Ballegaard Sørensen is most proud of at the moment is silence. The chief executive of Bang & Olufsen, the Danish consumer electronics company, says that when B&O’s new sound system for the Audi A8 is turned up to its maximum 1,000 watts, nothing can be heard from outside the car.

The system, which will be launched at the Detroit Motor Show in January will cost about US$ 7,000 and includes 14 speakers, mounted in shells that prevent vibrations spreading into the car frame: the loudest thumping bass inside will not penetrate outside.
 Passers-by can thus experience vicariously what Mr. Sørensen regards as the emotional appeal of B&O products: tranquility.

In the approach to Christmas, B&O is one of many groups hoping to capitalize on the seasonal demand for consumer electronics. The company exemplifies the growing importance of design and aesthetics – rather than technology or low prices – in buying decisions. It trades on ambience as much as sound.

‘Our brand is about feeling good at home, or where you feel at home – in a car or a hotel. When daily life is cluttered, you can come home to a system that works and is tranquil. It cocoons you,’ says  Mr. Sørensen.

In the US, still a developing market for a brand that has expanded from Europe, 60% of B&O revenues come from home-theatre installations that can cost up to US$ 250,000. The most expensive of these include flat-screen televisions, audio systems and speakers, and curtains and lighting adjusted from a remote control.

So it is not the cheap option. Nor is B&O, in spite of the quality of its speakers, the most innovative audio company. Its silver pebble-shaped MP3 player which sells for US$ 460 in the US, was launched well after Apples iPod, and the Serene mobile phone that it has developed jointly with Samsung is not a third-generation device. Others strive for first-mover advantage but B&O follows sedately.

The company has some unique technology: its speaker systems use a proprietary ‘lens’ system to balance sound in rooms. Yet Bose, the privately owned US company that is its most obvious competitor, has a stronger reputation for innovation. Bose has invented devices such as noise-cancelling headphones that block background hubbub.
Despite this, B&O, which celebrates its 80th anniversary this year, is doing well. After a lull in the late 1990’s, it has recovered since Mr. Sørensen arrived from Lego, another iconic Danish company, in 2001. Revenues increased by 10% in the six months to August 31, and its shares have risen strongly this year.
That is partly because more people can afford its goods. Mr. Sørensen says that it concentrates on the most affluent 2% of consumers but that is still a lot. B&O has a well-established presence in Europe-particularly in the UK, Switzerland and Germany – and is pushing into emerging markets. It has six stores in China and plans to open 14 more across the country.

B&O is also gaining from changes in technology. People are buying flat-screen televisions – and home-theatre systems – to replace their cathode-ray tube screens. They are upgrading audio equipment , prompted by the switch from mucis compact discs to digital downloading. That gives electronics companies such as B&O a chance to offer systems that play MP3 files as well as discs.

Above all, B&O’s growth reflects renewed appetite for audio and video devices that look as well as sound good. As consumers are faced with an array of new formats and devices, and technology becomes ever harder to master, they find simplicity appealing. Apple’s iPod portable music player and its iTunes software have been so successful because they are well designed.
B&O has one thing in common with Apple. David Lewis, its chief designer, is British, as is Jonathan Ive, his counterpart at Apple. But while the iPod is a recent invention, B&O’s distinctive style goes back several decades. From the first radios produced by Peter Bang and Sven Olufsen in the 1920’s, its product design was rooted in the Bauhaus modernist school.
The sleek good looks of B&O products brought its success in Britain in the 1960’s, where the brand remains well known. Mr. Sørensen says that design is an enduring – and growing – advantage: ‘As the world gets more crowded and things all look the same, aesthetics means something.’

The company still tries to make its products simple, whether in homes, in cars or inhotels, where it does custom installations. ‘If you are faced with four remote controls in your hotel room when you just want to watch CNN for 15 minutes, you give up and go to the bar,’ says Mr. Sørensen. ‘if there is something that does not make you feel like a fool, you are happy to spend more money on it.’

Because of B&O’s process, its typical customer tends to be older and wealthier than the average buyer of consumer electronics devices. Mr. Sørensen says customers often choose between having a new kitchen or car, or a B&O home theatre. ‘They are typically more than 25 years old and they want the best things in life. They would rather have fewer things of higher quality.’

The fact that B&O’s products are so expensive and its big systems require custom installation, present a marketing challenge. The company cannot simply send out products to retailers to compete for attention on their shelves. Hence the increasing emphasis on opening its own stores and working with intermediaries, such as architects, who are building and converting homes.

Despite its growth, B&O faces challenges. One is to convince its customers that ir offers not only good design but superior technology. Mr. Sørensen says customers in Switzerland and Germany are attracted to B&O by the idea of buying long-lasting systems. But the resilience of cheap electronics devices has risen: it is no longer unusual for audio systems to work for 10 years.

By the end of the 1990’s, B&O seemed to be falling behind Asian companies, one factor that led to Mr. Sørensen’s arrival. ‘Some people thought B&O was more style than content. I felt the need to accelerate our product development to show that we are vital and alive.’ Yet he admits that B&O delivers its own twist on ‘mature, reliable technology’ rather than being in the vanguard of change.

B&O also faces a danger of pushing too far upmarket and losing touch with the young people who could be its future customers. For that reason, it has released new products that are –by its standards-cheap. These include a portable radio that retails for US$ 850, a US$2,750 home audio system and a US$ 1,200 pair of speakers.

These are still not prices to attract the mass market but B&O wants to widen its appeal without an abrupt change of course. ‘It is an invitation to young people,’ says Mr. Sørensen. ‘Our core customer remains the same, but we want to invite in some new ones. Price-wise, it is approachable.’

Bang & Olufsen’s attractive business model

· B&O’s revenues have risen this year, even though it is less technologically innovative than some of its competitors.
· Growth in business occurs as customers are upgrading to flat-screen televisions and home-theatre systems.

· B&O places strong emphasis on distinctive design, superior quality and making its products simple to use.

· The high prices mean B&O’s typical customer is older and wealthier than the average for consumer electronics.

Source: John Gapper, ‘When high fidelity becomes high fashion’, The Financial Times, 19 December 2005.

1. How do you explain that B&O has remained successful in the face of tougher competition? What is their competitive advantage?






(10 Marks)

2. How would you define the market B&O are competing in and which segment are they serving?










(5 Marks)

3. What targeting strategy in B&O currently pursuing? Is this sustainable?

(10 Marks)


Question 2:

Analysis of customers and markets gives the market-oriented firm an edge over the competition. Discuss the various levels of market definition, and explain why marketers examine market changes and market share. 
 









(20 Marks)

Question 3:
(a) Define marketing planning and outline the stages in the process.
(10 Marks)

(b) Using a diagram to illustrate, explain the relationship between the various strategy levels.











(10 Marks)
Question 4:
(a) Using a diagrammatic illustration of Igor Ansoff’s Product-Market Growth Matrix, explain how a Kenyan firm of your choice has pursued the various strategic options to grow its business.
 









(15 Marks)
(b) The resource-based view of the firm, suggests that performance is essentially driven by the resource profile of the organization, and that the source of superior performance lies in the possession and deployment of distinctive, hard to imitate or protected resources. Using a diagram to illustrate, explain the three main alternative approaches linked to this view.
 









(5 Marks)

Question 5:
An important part of marketing strategy is scanning and analysing the competitive environment. Discuss the use of internal and external audit and also show your understanding of how SWOT analysis is used in marketing planning.

 










(20 Marks)
