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Endnotes

¥'s all intuitive T think. [. . .] I have been
ery day. Whether I'm doing Apple or
ing, you're doing. Through that you're
g and go, “What am I going to do?" You

All my ideas ust sort of come. I don’t know how o explain
immersed in the retail industry for nearly 30 years, l
Target, you're immersed in the industry — you're readi
forming your intu ot Tike you go out and go stu
Jjust kind of have an ?Lsi VLd for this stuff.

— Ron Johnson, CEO of |.C. Penney, January 20121

In April 2013, Ron Johnson (HBS '84), an acclaimed retailer respected for his innovation and
success in shaping the retail image of Target and Apple, stepped down as CEO after just 18 months at
Plano, Texas-based J.C. Penney, once the largest chain of department stores in the country. Brought in
on November 1, 2011, as the company reported a third—quarter loss of $143 million, investors had
hoped he would bring to the struggling retailer the innovative strategy he used to propel Target onto
the stage of mass-market chic retail hot spots, and to launch Apple’s iconic retail stores.? During his -
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The purpose of gathering information is to make better decisions.”* When launching new
ventures, major marketing and selling decisions include:

= Determining customer identification criteria

= Assessing transaction costs

= Segmenting rather than partitioning customer opportunities

= Understanding transaction versus relationship buyers.

In turn, clarity about these decisions is essential for tailoring marketing strategies that
target customer groups and avoiding the pitfalls and expense of indiscriminate selling
activities. This is all part of defining the business model, discussed in the sidebar “What Is a
Business Model?"

What Is a Business Model?

*EE %ﬁ ﬁ *[] Fﬁ 33 . ll\;l ﬁ Fﬁ ¥ * *[] ﬁﬁ A venture’s business model is an interconnected set of choices affecting how the enterprise
N Al k= n\ é l Il_;\ RE provides unique value to customers—and how it will design its own and its partners’ activities
to deliver that value while earning a profit. Savvy entrepreneurs design and continually adapt

*I: L/( & ?ﬁ E’J /J \ m $ o e e e e R R B e R e
adjustments in these areas:

1 Customer value proposition. What unmet needs will the venture address? What kinds of
customers will the company target? What features will distinguish the product or service
the entrepreneur wants to offer?

2 Operations. What activities will be required to develop and produce the venture's
offering? Where will these activitios be parformed—inside the organization or within
partner, supplier, or customer organizations? What specific units or individuals will

INTERACTIVE ILLUSTRATION 1 Customer Profitability
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