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Abstract: The purpose of this research was to develop a new strategic
marketing model which would help to improve the relations between
business strategy and marketing tactics. The chosen research methodology was
phenomenology and the combination of action research and case study was
recognised as the most appropriate research method. The main findings of the
research were that there was the gap for logical upgrading of the existing
marketing models which would make them simple and interactive and that the
new developed Stratics model improves the business result of the company.
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1 Introduction

In theory, the marketing tactics should be in line with business strategy, but in many
companies practitioners saw that this was not the case. The main source of this problem
comes from the fact that business strategy is supposed to be prepared by top management
and marketing tactics by middle level management responsible only for marketing.

The strategy has been the focus of understanding the level of competitiveness and
strength for a long time during the history and both in ancient Europe where the term
strategy comes from comes from Greek words strategoi, strategos, stratos and agein
which would mean ‘the art of leading the army’ (Buble et al., 2005) and in ancient Asia
where Sun Tzu (republished in 2002) discussed on possibilities to gain stronger position
and defeat the enemy. There are many authors who write about strategy or at least



52 H. Medarac et al.

provide the definition of it like Porter (1980), Thompson et al. (2005), Vignali et al.
(2010) or Buble et al. (2005).

As an important part of each business, the marketing would be an organisational
function of the company which has the purpose to make customers more interested in
products. Like in the case of strategy, the marketing is also a widely used term which was
examined by many authors like Kotler (2001), Stralser (2004), Buble et al. (2005),
Cooper and Schindler (2006), Kennedy (1989), Mlivi¢ Budes (2008) or Vranesevic et al.
(2006).

2 Approach

The aim of this research was to develop a live model for coordination of marketing
tactics with business strategy (Medarac, 2014). The Mixmap model developed by Vignali
and Davies (1994) combined the product life cycle (PLC), Boston Consulting Group
Matrix (BCGM) and Ansoff Matrix as strategic tools, with the marketing mix as a tactical
tool in order to improve the relationship between business strategy and marketing tactics.
This model was used as the basis of the development of the Stratics model.

The research had two objectives (Medarac, 2014):

¢ to find out more about marketing strategy and tactics models which have already
been developed

e to develop a live Stratics model and test its applicability on a specific company.
Based on these objectives, two research questions were made (Medarac, 2014):

1 Is there a gap for logical upgrading of the existing marketing models which can keep
them simple and interactive?

2 Does the developed marketing model improve the business result of the company?

With taking into consideration various aspects of positivistic and phenomenological
approach discussed by authors such as Buttery and Buttery (1991), Bonet and Sauquet
(2010), French (2009), Nerreklit et al. (2010) or Yin (1994), the research methodology
which was recognised in this research as the most appropriate to reach the aim and
objectives was the phenomenology.

In order to answer the first research question, a secondary data analysis was made
during the literature review process, while for the purpose of answering the second
research question, the analysis of the primary data was chosen and the action research in
the combination with the case study was identified as the most appropriate research
method.

3 Scientific innovation and relevance

The main contribution to knowledge of this research was the Stratics model, a marketing
strategy model which extended the knowledge of relations between the main strategic and
tactical tools and improved the usage of matrix marketing approach in the decision
making process. The Stratics 2.0 model is as a piece of academic knowledge, generally
available to wide users at the web page http://www.lega.hr/en/stratics.php.
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Although the model is the contribution by itself, it has also main piles of contribution.

Interactiveness — Stratics model is an interactive tool which enables what-if analyses
which were previously not possible in the case of the Mixmap model developed by
Vignali and Davies (1994).

Weight factors — introduction of importancy levels of variables as weight factors
enabled more realistic and more precise calculation of the real position of the
company and more precise conclusions on the impact of a certain variable on the
position of the company. The introduction of Likert-scale improved the quality and
precision of answers.

Calculation of real position in GE/McKinsey matrix — the calculation of real position
of the company improved the idea of Mixmap model in a way that now there was the
possibility to understand which is the real position of the company. Previously, in the
Mixmap model the real position was not calculated, but assumed based on expert
analysis of seven different matrices and the conclusions were made by comparing the
matrices among each other. The presentation of the final result in GE/McKinsey
matrix provided the user with more clear picture on what does the real position of the
company actually mean in terms of future needed strategic actions.

Artificial intelligence — the introduction of artificial intelligence methods enabled the
users to easily understand the basic result of the Stratics model in terms of suggested
strategic and tactical moves without entering into deeper, more expert analyses.

Extended marketing mix — the initial Mixmap model used 4P marketing mix, but the
authors suggested the possibility to use the extended marketing mix instead. Stratics
model followed this suggestion and included the extended marketing mix in process
which enabled wider applicability and higher level of precision of the model.

Research details

The research process began in 2005 when the researcher had the opportunity to see the
Mixmap model and decided to improve it. The Stratics model was developed in cycles
during the period from 2006 to 2012 and in the scope of the action research process, the
model was tested on several companies in each cycle and deeply implemented in the
company Lega d.o.o.

4.1 Literature review

Main fields of the literature review covered existing marketing models which help to
improve business strategy and marketing tactics and its relations, and model building.

The literature review gave positive answer to the first research question and identified

the gaps based on which the Stratics model was supposed to be developed in the scope of
the research:

the model should be interactive

the model should calculate the resulting position of the company according to
proposed business strategy and marketing tactics of the company
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e there is the need to introduce importancy levels as the weighting factors for all
variables in order to increase the precision of the model

e artificial intelligence methods should be implemented in order to allow the Stratics
model to suggest the measures which should be taken to reach business strategy
goals through an appropriate application of marketing tactics

e if necessary, the GE/McKinsey matrix should be included in the process.

4.2  Primary research

Primary research was conducted as the action research on a case study for Croatian
company Lega. The researcher chose Croatian company as he had a had good
understanding of Croatian business economy and the company Lega was chosen for
the action research as the researcher had the power to make decisions in this company
and to implement the Stratics model during the research process. For this reason,
the research showed the applicability of the Stratics model on Croatian market,
but since the model itself was based on grounded theory which is the same worldwide,
the expectation was that he model should also be applicable on other markets too.
In order to check the applicability of the model on other markets, the model was
tested in additional 27 companies during the action research process. The combination
of action research and case study was chosen as selected research strategy as the
Stratics model is an interactive model which was developed and implemented in
phases and there was the possibility to control the implementation during the research
process.

4.2.1 Primary research description

Cooper and Schindler (2006, p.65) define a proposition as “a statement about observable
phenomena (concepts) that may be judged as true or false. When a proposition is
formulated for empirical testing, we call it a hypothesis. As a declarative statement, a
hypothesis is of a tentative and conjectural nature”. Main proposition of this action
research was the following:

P Does the developed marketing model improve the business result of the company?

The research was examined by the usage of the business analysis of the company before
(control sample) and after (test sample) each of the phases of the action research process.
The researcher had the access to company’s historical data and started the business
analysis process of a control sample from 2006, before the Stratics model was
implemented in the company. Main part of data analysis was based on the balance sheet
and the income statement, while the other data was collected directly from company’s
management which ensured the reliability of the data. The research control was ensured
since the researcher had the decision making rights. In this way, there was no other
internal influence on business result except the influence of the model.
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The company chosen to be the case in the action research process on the case study
was a small Croatian enterprise Lega d.o.o. from Zagreb where the researcher already had
the access to confidential data on strategy and market and had the influence in making
business decisions at all levels.

It is also important that within the testing phase of the action research process, the
Stratics model has been tested in 27 companies of various size and industries which
proved that the model had wider applicability. The users of the Stratics model during the
testing phase were managers of companies which took part in the action research and
MBA students. In the cases of some MBA students, they already had the knowledge of
main strategic management and marketing models and used the Stratics model
independently after which the in-depth interviews and observing were used as research
methods in order to reach the input data for further future steps of the action research and
development of the Stratics model. In other cases, when MBA students did not use the
model by themselves and also in the cases of managers which were not a part of the
group of MBA students, the researcher was leading the process of usage of the Stratics
model and making analysis. In these cases, the researcher reached the research data on
testing the model in various industries already during the process of model usage and in
these cases the methods used to collect the data were in-depth interviews and focus
groups. Main reason for testing the model on 27 companies was the examination of the
applicability of the model on various industries, various markets and in the companies
with various sizes. These companies came from the following industries: marketing
products, energy engineering, banking, consultancy, telecommunications, pharmacy,
tourism, food, sports, courier services, general engineering, investment, railway products
and human resources. Some of them competed on local market, some on Croatian
national market, some on regional market and some of them were present globally. The
size ranged from just a couple of employees or even no employees to more than
50,000 employees.

Main research limitation in this action research was that in the case of a strong
external influence like the recession which started in Croatia in 2009 and was still present
in 2013, there was a strong influence of the negative impact of the recession on market
conditions. In that case, the business result was compared to the other market players and
global situation on the market.

4.2.2 Primary research analysis

The company Lega, which took part in the research, is a small size enterprise which
produces mathematical models and provides energy consultancy services, where the
market of mathematical models is considered as the main market of the company which
is explained in more details by Medarac (2012).

The action research process started in 2007 and it was conducted in the similar way as
suggested by Kock (2004) which is shown in Figure 1 (Medarac, 2014).

The first step was the development of the model which included steps ‘diagnosis’ and
‘action planning’ from the general action research process suggested by Kock (2004). In
this phase, the model was redeveloped based on findings from previous steps of the
action research process.
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Figure 1 Action research process in the development of Stratics model (ibid.) (see online version
for colours)
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The second step was testing phase where the purpose was to see how independent users
use the model and to find out if there was the need to redevelop the model according to
the feedback.

The third step was implementation, which refers to the ‘action taking’ step of the
general action research process. In this step, the model was implemented in strategy of
the company Lega in each year during the action research process.

The fourth step was the ‘evaluation’ step from the general action research process
which is called the influence on business result. In this step, the company’s business
result is evaluated with business analysis tools using data from company’s annual
financial reports but also the internal company’s data on marketing.

The fifth step delivered conclusions on each of the cycles of the action research
process. In the general action research process, this is the step of ‘specifying learning’.

In this research, the additional step which was made was the contribution of the
model to knowledge. This step was introduced since the research was a part of the
process of preparing the PhD thesis and in general action research process this is also a
part of the step of specifying learning.

4.2.3 Cycles of the action research

Regarding the initial conditions in 2006, a business analysis of the company Lega was
made for a period of previous several years to get the information on business result,
market conditions and market approach before the implementation of the Stratics model.
In the period before 2005, the company focused on old clients and starting from 2005 the
focus was also moved towards new clients. In order to approach new clients, the
emphasis was given to presentations for potential customers, but still the number of offers
was higher than the number of presentations until 2006, which witnessed a passive
approach to new markets. Total net value of offers decreased significantly in 2005 and
2006 as also decreased the average value of offers and contracts. The decrease of total
assets was visible since 2004 and since 2005 the total income was at the lowest level
since 2001. This all brought to the first experience of loss since the establishment of the
company in 1994,
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4.2.3.1 Cycle 1 — Stratics 1.0

The first cycle of the action research process started in 2007. The Stratics model 1.0 was
developed on the basis of the Mixmap model on the platform of MS Excel 2003 with
MS Visual Basic support on a single-sheet interface. As the addition to the Mixmap
model, the Stratics model was interactive and introduced the weight factors of the
variables which were used in the Mixmap model and the calculation of the real position
of the company.

Stratics 1.0 was tested on six companies and deeply implemented in the company
Lega during the period of crisis on the market caused by problems with the company’s
main customer. As a consequence of the usage of the model Stratics 1.0, a new,
long-term contract was signed with one new customer to keep the company operational
until it recovered from significant changes on the market. In 2007, the company ended up
with an improved business result which brought to the conclusion that the model
Stratics 1.0 had a positive impact on the business result of the company Lega d.o.o.

4.2.3.2 Cycle 2 — Stratics 1.1

The second cycle of the action research process started in 2008. The Stratics model 1.1
was developed as the improvement of the Stratics model 1.0 since during the testing
phase the phenomenon was seen that the users considered it as limited and not enough
user-friendly. In order to solve this issue, the Stratics 1.1 was developed in the form of a
survey and the option ‘other’ was added so that now the user could choose the variable
which he finds the most appropriate.

The model Stratics 1.1 was tested and implemented together with the Stratics 1.2 as
they were developed in the short period of time in 2008.

4.2.3.3 Cycle 3 — Stratics 1.2

The third cycle of the action research process was also made in 2008. The Stratics
model 1.2 was developed since the observing of the analysis process in Stratics 1.0 and
Stratics 1.1 models showed that it was possible to introduce the artificial intelligence
methods in the analysis of the resulting diagrams.

Stratics 1.1 and 1.2 were tested on five companies and implemented in the company
Lega during the global financial crisis which had a significant influence on Lega’s market
since companies started reduction of investments which is evident from the research
performed by Medarac (2009, p.85) who proved rebalancing of marketing budgets in
Croatian food industry: “Food Companies in Croatia decrease budgets for marketing
activities in the period of global financial crisis and recession in Croatia”. But still, the
business result of the company Lega was better in 2008 than in the year before which
showed that the Stratics 1.2 model had a positive impact on the business result of the
company Lega d.o.o.

4.2.3.4 Cycle 4 — Stratics 1.3

The fourth cycle of the action research process started in 2009. The Stratics model 1.3
was developed as the improvement of the Stratics 1.2 model since there was the need to
adapt the model to MS Vista and MS Office 2007 platform and it was noticed that in the
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artificial intelligence part of the Stratics 1.2 model it was not evident how important the
suggestions of the model were. This issue was solved in a way that the information on
importance levels of variables was now evident also in the interface of the artificial
intelligence module.

Stratics 1.3 was tested on seven companies and implemented in the company Lega
during a period of crisis caused by the start of recession in Croatia. Although the
marketing activities, as suggested by the model, enabled much better visibility on the
market and significantly higher number of potential customers recognised the products of
the company Lega which is visible through the increase of both the number and the value
of offers, the contracting level did not follow as expected. The buying power of
customers caused by recession was so low that the company ended up with the greatest
loss of all time and in the same time the long-term contract from 2007 ended also as a
consequence of buyer’s lack of purchasing power in the middle of 2009. This situation of
market closing was similar for all market players which all suffered from vast decrease of
income as discussed by Medarac (2012). In the end, one cannot say that developed model
Stratics 1.3 improved the business result of the company Lega, but it showed to be a
strong tool to prepare the company in taking defensive position on the market at a time of
severe financial crisis, resulting positively on overall business results.

4.2.3.5 Cycle 5 — Stratics 1.4

The fifth cycle of the action research process started in 2010. The Stratics model 1.4 was
developed as the major improvement of the Stratics model based on findings from the
literature review. In this model, the usage of GE/McKinsey matrix was implemented in
the resulting diagram and the analysis of the result by artificial intelligence methods was
also included.

Stratics 1.4 was tested and implemented together with the Stratics 1.5 as they were
developed in the short period of time in 2010.

4.2.3.6 Cycle 6 — Stratics 1.5

The sixth cycle of the action research process was also made in 2010. The Stratics
model 1.5 was developed since the analysis of testing and implementation of previous
instances showed that the scale from 0 to 10 in the form of slide was not appropriate
enough for weighting factors which represent the importance value of variables as in
many cases, users were setting all importance levels to the highest values (between 5 and
10) and almost none of these values were low (ibid.). In order to solve this problem, the
literature review was performed which identified the Likert-scale with seven options as
the appropriate one.

Stratics 1.4 and 1.5 were tested on six companies and implemented in the company
Lega during the recession period in Croatia. In 2010, the company once again made loss
in demanding market conditions, but although the company made loss, the model
Stratics 1.5 had a positive impact on the business result of the company Lega since it
helped to improve the position when comparing to 2009 and helped in defending the
position and decreasing the influence of recession.
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4.2.3.7 Cycle 7 — Stratics 2.0

The seventh and final cycle of the action research process was performed in 2011. The
Stratics model 2.0 was developed based on findings from testing and implementation of
previous versions of Stratics model that 4P marketing mix did not provide enough of
flexibility for all industries. In order to solve this issue, the extended marketing mix has
been introduced as Vignali and Davies (1994) suggested and the values of variables were
given flexible boundaries.

Stratics 2.0 was tested on three companies and implemented in the company Lega
during the recession period in Croatia. In 2011, the company once again made loss in
demanding market conditions, but although the company made loss, the model
Stratics 2.0 had a positive impact on the business result of the company Lega since it
helped to improve the position when comparing to 2010 and helped in defending the
position and decreasing the influence of recession.

4.2.4 Primary research conclusions

During the action research process, the research was undertaken on the main proposition
P:

Does the developed marketing model improve the business result of the
company?

Primary research was undertaken on the company which faced problems on the market
before the usage of the Stratics model. The only year when the company Lega operated in
normal business environment was 2007, the first year of implementation of the model,
while in 2008 the company competed in the conditions of global financial crisis which
started closing the market and since 2009 the company continuously operated in
conditions of recession in Croatia which according to Eurostat databases (Official web
pages of Eurostat, 2014) still lasted in 2013.

With taking into account these heavy market conditions, the model showed to be
valuable both in conditions when there is the need to improve the business result in usual
situation and when there is the need to make decisions on defensive actions in periods of
strong negative external influence.

For this reason, the answer to the proposition P of the primary research was the
following:

Yes, the developed marketing model improves the business result of the
company.

5 Results — the Stratics model

The main result of the research is the Stratics model, which was developed on the
foundations of the Mixmap model (Vignali and Vignali, 2009). The Stratics model uses
basic strategic and tactical tools to connect the strategy and tactics as it is presented in
Figure 2 (Medarac, 2014). This figure shows that in order to begin usage of the Stratics
model, first the situational analysis has to be done and some of tools which are used in
this approach are business analysis, analysis of competitors, market research, Porter’s
five forces model, SWOT and value chain analysis.
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Figure 2  Stratics model flow chart (ibid.) (see online version for colours)
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Situational analysis helps in preparing the input data for life cycle, BCG matrix, Ansoff
matrix and marketing mix which the Stratics model uses to calculate the position of the
company in GE/McKinsey matrix. The Stratics model is not a typical decision support
system aimed to provide decision support for a certain and unique customer, but a general
simulation mathematical model aimed to provide support in strategic marketing process.

The following figures show how the Stratics model is used in real conditions. The
first couple of pages are meant to describe current strategic position of the company.
Figure 3 shows the life cycle page.

Figure 3  Stratics 2.0 — life cycle (ibid.) (see online version for colours)
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The second page represents the position of the company in Boston Consulting Group
Matrix as shown in Figure 4.

Figure 4 Stratics 2.0 — BCG matrix (ibid.) (see online version for colours)
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The third page represents the position of the company in Ansoff matrix as shown in
Figure 5.

Figure 5 Stratics 2.0 — Ansoff matrix (ibid.) (see online version for colours)
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After the strategy has been defined, there is the need to define the marketing tactics for
which the extended marketing mix is used. Figure 6 shows the main interface where the
elements of marketing mix and main variables are chosen.

% of new markets
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Figure 6 Stratics 2.0 — marketing mix elements and variables (ibid.) (see online version
for colours)
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When the main elements and variables of marketing mix are chosen, the data is entered in
each of marketing mix matrices as shown in Figure 7.

Figure 7  Stratics 2.0 — typical marketing mix element (ibid.) (see online version for colours)

Final result is presented in the main interface of Stratics 2.0 model as shown in
Figure 8 where the resulting position of the company is presented in GE/McKinsey
matrix and sliders next to matrices allow for making what-if analyses.
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Figure 8 Stratics 2.0 — main interface of Stratics 2.0 (ibid.) (see online version for colours)
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In the end, the model provides suggestions for reaching the strong real position of the
company or desired position of the company as shown in Figure 9.

Figure 9 Stratics 2.0 — interface of the artificial intelligence module (ibid.) (see online version

for colours)

The model, as the piece of academic knowledge is available for free download on the

following link: http://www.lega.hr/en/stratics.php.
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6 Conclusions

The developed Stratics model can be considered as a very valuable model which helps to
improve relations between business strategy and marketing tactics (Vignali, 2014). The
main aim of the research was to develop the model and to test it in real-life conditions.

The first part of the research process showed that there was a gap for the logical
upgrading of the existing marketing models by making them more simple and interactive.
On the basis of this conclusion, the action research process was undertaken on the case
study of the company Lega and the Stratics model was developed.

The second part of research showed that the developed marketing model indeed
improved the business result of the company

Although the action research was made on the case of one small enterprise, the testing
of the model on 27 companies proved that the model can also be applied to companies of
various size, from various industries and not only in Croatian market conditions.
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