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marketing the activities that
develop an offering in order to
satisfy a customer need

need a state of being where we

An Introduction
to Marketing

LEARNING OUTCOMES

Define marketing
Describe the evolution of marketing
Define key marketing terms

Explain why marketing matters

“Marketing is dead.”

—Kevin Roberts, CEO of Saatchi & Saatchi (top advertising agency)!

WHAT IS MARKETING?

Marketing is a word that elicits much opinion and dis-

cussion. It is often defined by what it is not rather than
by what it actually is. Marketing is one of the most mis-
used words in business today. It is often reduced to a few
words that are attached to the activities of marketing:
sales, advertising, and promotion.

Sometimes marketing is seemingly written off
entirely, as can be seen by the quote at start of this
chapter from Kevin Roberts of Saatchi & Saatchi, a
global communications and advertising company. Could
this be true? Do we not need to worry about marketing
anymore? Far from it. Without marketing, there is
no customer. Most departments in a firm—whether
accounting or finance or
operations—are internally
focused on achieving goals
related to their functional
Marketing’s
focus is on the customer

area. sole

desire something that we do not

possess but yearn to acquire

2

and understanding what
makes them tick. Without

PART 1: Marketing—Let’s Get Started

marketing to identify a customer to create revenues and
profit, there is no need for an accounting department or
manufacturing facility.

So it has become a marketer’s job to understand the
customer, and in doing so, transition marketing from
something that used to be considered an afterthought
to a key component in an organization. Being able to
bring an external customer-based approach, marketing
can inform other parts of the organization to focus on
the needs of customers when undertaking any action
or decision. Marketing is far from dead and, in fact, has
never been so alive.

1-1a What Is Marketing?

Marketing is about understanding the needs of the
customer. No other aspect of business has this focus.
Marketing helps to shape the products and services of a
firm, based on an understanding of what the customer is
looking for. Marketing is about engaging in a conversa-
tion with that customer and guiding the delivery of what
is required to satisfy those needs.

The goal of marketing is summarized nicely by the
marketing concept. At its core, the marketing concept
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is about offering the customer what they are looking
for. It includes the following:

e Focusing on customer wants and needs so that the
organization can distinguish its offerings from those
of its competitors.

e Integrating all the organization’s activities, including
production, to satisfy customers” wants.

* Achieving long-term goals for the organization by
satisfying customers’ wants and needs legally and
responsibly.

Kevin Roberts was in fact not speaking of the demise
of marketing in the provocative quote, but rather its
rebirth. He implored marketing practitioners to change
the way in which marketing is applied. He tasked his
audience with seeing marketing differently and moving
marketing from “interruption to interaction.

Marketing is becoming a conversation with the
customer rather than a distraction. Companies are
finding innovative ways in which to lead this conversation,
and with access to more tools (Instagram, SnapChat),
consumers are now, more than ever, able to talk back.

OUR MARKETING
CAMPAIGN DEPENDS
ON WORD OF MOUTH.

UNFORTUNATELY, OUR

PRODUCT 1S BAD.

2

Dilbert.com DilbertCartoonist@gmail.com

S0 WE FOUND A GUY
WITH POOR JUDGMENT
AND A HUGE MOUTH TO

SAY GOOD THINGS.

PRESENT.

Source: DILBERT © 2010 Scott Adams. Used By permission of ANDREWS MCMEEL SYNDICATION. All rights reserved.
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production orientation a
focus on manufacturing and

Marketing is not dead. Marketing is constantly
changing, along with the customer it continually strives
to better understand. We are heading into a new era of
marketing—one that is reflective of the digital, online,
and engaged world around us. Without marketing, there
is no understanding this world.

THE EVOLUTION OF MARKETING

The misconceptions surrounding marketing come from
the evolution of how marketing has been used in firms
for more than a century. In their seminal article in the
Journal of Public Policy and Marketing, renowned
researchers William Wilkie and Elizabeth Moore
described how today’s marketing has resulted from
many shifts in both the field of marketing and society.
The authors note that the past century of marketing
thought “has experienced periodic shifts in dominance

of prevailing modes of thinking.” Numerous terms and
ideologies are used to describe these shifts in thinking,
and below are a few of the orientations in marketing that
have been part of these periodic shifts. It is important
to investigate some prior perspectives on marketing to
provide a better understanding of how marketing is per-
ceived today and why there is so much confusion around
what truly constitutes marketing.

1-2a The Production Orientation

The production orientation focuses on marketing as
a messenger. Marketing is seen as a way to let customers
know about products and assumes that those customers
will beat a path to the producer’s door.

This perspective can best be described as the “field
of dreams” orientation, thanks to the movie of the same
name in which a character states, “If you build it, they will
come.” The production orientation focuses on products
because of a lack of product options in the marketplace.
Companies are free to create whatever products they
deem appropriate, and
customers have to accept
what is offered.

production quantity in which

customers are meant to choose

1-2b The Sales

based on what is most abundantly

available

sales orientation hard
selling to the customer, who has
greater choice thanks to more
competition in the marketplace

4

Orientation

The sales orientation
is highlighted by the
increased power of cus-
tomer choice. Companies

PART 1: Marketing—Let’s Get Started

Stocksearch/Alamy Stock Photo

Henry Ford of the Ford Motor Company
once stated, “Any customer can have a

car painted any colour that he wants, so
long as it is black.” Ford was describing the
line of Model T cars that were available to
the customer. His perspective is a great
example of the production orientation way
of thinking.

no longer simply produce a product and expect willing
customers to be waiting to buy whatever they are
selling. Sales techniques were established and evolved
to convince consumers to buy, giving consumers choice
and ensuring companies focused on creating market
share and building sales volume in a highly competitive
environment.

Sales pitches are encouraged under this orient-
ation, in which savvy salespeople use their under-
standing of human nature to convince customers to
purchase their products. Answer the door at home to a
company using the sales orientation, and you may see a
well-dressed person attempting to sell vacuum cleaners
or encyclopedias.

The need to coax the customer is paramount in the
sales orientation. Behind this belief, companies place
resources, specifically sales materials (brochures, print
ads, etc.) that are used in great quantities to encourage
sales of their products. Companies respond to a
marketplace with more competition by overwhelming
customers with promotional activities that focus on the
hard sell.

Today, some companies still believe in the import-
ance of hard selling to customers. Companies are still
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using aggressive sales tactics to entice customers, which
is why consumers associate marketing with selling and
why marketing is often considered intrusive.

The majority of companies and marketers do not
subscribe to a marketing approach heavy only on selling.
While sales makes up an important part of the marketing
offering, it is only one part of the promotional tools
available to today’s marketer. Management thinker and
innovator Peter Drucker put it best: “There will always,
one can assume, be a need for some selling. But the aim
of marketing is to make selling superfluous. The aim of
marketing is to know and understand the customer so
well that the product or service fits him and sells itself.
Ideally, marketing should result in a customer who is
ready to buy.™

1-2c The Marketing Company Orientation

The marketing company orientation is highlighted
by the coordination of marketing activities—advertising,
sales, and public relations—into one department in an
organization. Much of how a marketing department is
organized is based on the need to include those ele-
ments. The job of this department is to better under-
stand the customer rather than just trying to sell to them.

As society evolves and consumers become more
sophisticated, products and services previously seen as
exclusive and out of reach are now seen as possible
purchases. In this orientation, customers are grouped
into market segments, with marketing professionals
tasked with understanding their customer before
making their move.

A term that is important in many orientations, and
very much so in a marketing company orientation, is the
marketing concept. The marketing concept focuses on

NEL

linking the needs of customers with the competencies of
an organization seeking to meet those needs.

In bringing the elements of the marketing company
orientation together, it becomes clear that marketing
and persuasion are intermixed. Marketing professionals
focus on how to be shrewder about convincing cus-
tomers to buy. Emotions are tied to basic-need products,
higher-order benefits are attached to everyday products,
and the customer is as much of a target of focus as the
product.

However, this stage in the marketing orientation
process is not devoid of any counteraction from the
customer. Consumers are becoming shrewd them-
selves, as they begin to ask for more from the com-
panies providing them products and services. While
consumers are focused on aspects of value and ser-
vice, they begin to seek out new ways to satisfy their
needs. As seen by the prominence of the sharing phe-
nomenon, through companies like Uber and Airbnb,
consumers flock towards new offerings that satisfy
their needs in ways not considered before. Companies
can no linger simply focus on persuasion to a passive
customer. The customer begins to demand more from
the companies that serve them, both for them and for
society at large.

1-2d Societal Marketing Orientation

It is apparent when we distill the marketing concept
down to a basic idea (give customers what they want) that
its pursuit can have potentially unsavoury consequences
(what if what they want isn’t good for them?). Dealing
with this challenge created the societal marketing
orientation, where looking at not only what the cus-
tomer wants but also what society wants becomes a dual
emphasis.

Societal marketing examines the longer-term
impacts on the customer and the environment when
customers seek to satisfy
needs. New

movements, marketing company

orientation astrong
emphasis on the marketing
concept and development of a

such as recycling and waste
reduction, sought out com-
panies’ solutions to deal
with greater consumerism.
Health issues relating to
product use are at the fore-
front of this orientation,

understanding the customer

societal marketing
orientation looking not only
at the customer but expanding
with greater awareness of )
the Safety and dietary issues from the external environment
attached to products. This

orientation brings a greater

suppliers, and competitors
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customer satisfaction
customers’ evaluation of a good or
service in terms of whether it has
met their needs and expectations

relationship marking a
strategy that focuses on keeping
and improving relationships with
current customers

6

government involvement in consumer needs and wants.
Thanks to better customer education and extremely strict
promotional restrictions, sales of products like cigarettes
have dropped drastically. Industries and companies are
placing an emphasis on self-regulation before more strict
government involvement created bottom-line and public
relations issues.

A signpost for change in societal marketing was the
Happy Meal. McDonald’s signature meal has long been
a target for critics who argue that the fast-food giant has
used it to attract young customers. In 2011, the Happy
Meal began to offer more nutritious options, such as
yogurt and a “mini” size of fries (31 grams). In 2012,
apple slices were offered as a replacement for french
fries. In 2013, McDonald’s announced it would provide
health information on the Happy Meal boxes that touts
healthier food choices.

In 2016, McDonald’s offered a rather unusual toy
in its Happy Meals. In conjunction with the 2016 Rio
Olympics, McDonald’s offered a “Step-iT,” a fitness
tracker for kids. The device was in the form of a watch
that children could wear to monitor the steps they take
each day. This offer was clearly aimed at responding
to concerns over the types of toys on offer at the food
retailer. A recent study by the Robert John Wood
Foundation showed that McDonald’s most often tar-
geted children with toys and movie tie-ins, rather than
food. The Step-iT was an attempt to allay these con-
cerns; however, the resulting fallout from the Step-iT
distracted from any focus
on the health of this new
toy. The plastic wrist-
band on the Step-iT was
found to cause rashes
and other skin irritations.
This forced McDonald’s
to recall 3.9 million units.?
The company offered a
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free replacement toy, yogurt tube, or apple slices as a
replacement—no french fries or Chicken McNuggets
to solve this problem.

1-2e Relationship Marketing Orientation

Today, the relationship marketing orientation is about
developing a real and sustainable relationship with the
customer. As Kevin Roberts (he of the “marketing is dead”
proclamation) said, marketing has to go from “interrup-
tion to interaction.” This phrase means that marketing
can no longer look for a one-off sale; marketing has to
focus on taking steps to truly engage with the customer.
Engagement is the focus of this orientation, aided by the
use of two essential customer-based strategies: customer
satisfaction and relationship marketing.

CUSTOMER SATISFACTION Customer satis-
faction is the customer’s evaluation of a good or ser-
vice in terms of whether that good or service has met
the customer’s needs and expectations. Failure to meet
a customer’s needs and expectations results in the cus-
tomer’s dissatisfaction with the good or service.” Keep-
ing current customers satisfied is just as important as
attracting new customers—and a lot less expensive.
One study showed that reducing customer attrition by
just 5 to 10 percent could increase annual profits by
as much as 75 percent. A 2 percent increase in cus-
tomer retention has the same effect on profits as cut-
ting costs by 10 percent.” Firms that have a reputation
for delivering high levels of customer satisfaction tend
to do things differently from their competitors. When
top management is obsessed with customer satisfaction,
employees throughout the organization are more likely
to understand the link between how they perform their
job and the satisfaction of customers. The culture of
such an organization focuses on delighting customers
rather than on selling products.

RELATIONSHIP MARKETING Relationship
marketing is a strategy that focuses on keeping and
improving relationships with current customers. This
strategy assumes that many consumers and business cus-
tomers prefer to keep an ongoing relationship with one
organization rather than to switch continually among
providers in their search for value. Disney is a good ex-
ample of an organization focused on building long-term
relationships with its customers. Disney managers un-
derstand that their company creates products and expe-
riences that become an important part of people’s lives
and memories. This understanding has made Disney a
leader in doing “right by the customer”—starting with
the front-line cast members who interact directly with

NEL



the public and encompassing all employees in all de-
partments, who assess each decision based on how it
will affect the customers and their relationship with the
Disney brand.

CUSTOMER RELATIONSHIP MANAGEMENT
An important result of the relationship marketing ori-
entation has been the concept of customer relation-
ship management (CRM). While born as a data-mining
system to help marketers understand each customer
on an individual level, CRM best serves the ultimate
goal of meeting the needs of customers and building
relationships.

A key aspect of relationships—and any CRM
system—is trust. To build trust, companies have to be
willing to share their stories with customers and listen
to and act on what customers desire. Doing this has not
always been possible when companies use data mining
from various sources, but it is possible with social and
mobile marketing.

Creating a 24/7/365 relationship with customers is
now possible, if companies are willing to plug in to the
online world, an arena not only for exchange but also for
true communication.

In the days of Henry Ford, door-to-door salesmen,
and real-life Mad Men, there was never the opportunity
to understand and target individual customers. However,
this goal is now possible. Just head to a popular social
media site, and you will find an interactive world with
endless potential.

An important chapter in this text (Chapter 9) is all
about CRM and will pull all the pieces together and
show the possibility of truly evolving from “interruption
to interaction.”

KEY MARKETING TERMS

Now that we have seen the past and given an indication

of the future of marketing, it is important to cover some
of the fundamental aspects of marketing that every
student of marketing should know. These ideas will
form the basis of all remaining chapters and will provide
you with the necessary tools to discuss and learn about
marketing.

1-3a Exchange

One desired outcome of marketing is an exchange—
people giving up one thing to receive another thing they
would rather have. Normally, we think of money as the

CONDITIONS OF EXCHANGE

An exchange can take place only if the following
five conditions exist:

1. At least two parties are involved.

2. Each party has something that may be of
value to the other party.

3. Each party is capable of communication and
delivery.

4. Each party is free to accept or reject the
exchange offer.

5. Each party believes it is appropriate or
desirable to deal with the other party.

Source: Philip Kotler, Marketing Management, 11th ed. (Upper Saddle River, NJ:
Prentice-Hall, 2003), 12.

the goods and services we want. Exchange does not,
however, require money. Two people may barter or trade
such items as baseball cards or oil paintings.

CUSTOMER VALUE Customer value is the rela-
tionship between benefits and the sacrifice necessary to
obtain those benefits. Customer value is not simply a mat-
ter of high quality. A high-quality product that is available
only at a high price will not be perceived as good value,
nor will bare-bones service or low-quality goods selling
for a low price. Instead, customers value goods and ser-
vices that are of the quality they expect and are sold at
prices they are willing to pay. Value can be used to sell
both a Mercedes-Benz and a $3 frozen dinner.

MARKET SEGMENTS Market segments are groups
of individuals, families, or companies that are placed
together because it is believed that they share similar
needs. As we saw in the discussion of the evolution of
marketing earlier in this chapter, segmentation has gone
from not being done at all to being done at an almost
individual level. Market segments form the core of mar-
keting efforts because they represent the source of cus-
tomer needs.

To target
market segments, much

specific

has to be done to research
the lives, trends, and needs
of a particular group. Later

would rather have

customer value the

exchange people giving up one
thing to receive another thing they

in the book, we will look at
how marketing research

relationship between benefits and
the sacrifice necessary to obtain
those benefits

medium of exchange. We “give up” money to “receive” (Chapter  5),
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The Force is with Disney

A recent example of Disney’s relationship mar-
keting was the case of an eight-year-old boy with
autism who visited Disney World's Hollywood
Studios theme park in Florida in June 2013.The
boy, Josiah, had been looking forward to particip-
ating in the Jedi Training Academy—and just as he
was to enter the stage to “fight” Darth Vader, the
Florida skies opened up, and the rest of the event
was rained out. Josiah was crestfallen, and his
mother was worried he would retreat into his own
world. The mother, Sharon Edwards, rushed over to
the Disney employee playing the “Jedi Master”and
explained the situation. The actor, David Piggott,
told her in a hushed voice to meet him at the side
of the building.

David, still in character as the Jedi Master,
handed Josiah a lightsabre signed by Darth Vader.
Josiah was ecstatic; he had gone from devastation
to elation in minutes thanks to a kind act by this
Disney employee.

Sharon decided she had to share this
experience, so she wrote a post in her blog called
“The Most Beautiful Ruined Moment,” describing
their encounter with an employee who went
beyond his duty to make a memorable moment
for her son. Soon, the blog was being passed
around social media and on autism family support
websites, and within days her blog had hundreds
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decision making (Chapter 6), and business marketing
(Chapter 7) help provide the necessary tools to develop
strong market segments (Chapter 8).

BUILDING RELATIONSHIPS Attracting new cus-
tomers to a business is only the beginning. The best com-
panies view new-customer attraction as the launching
point for developing and enhancing a long-term relation-
ship. Companies can expand their market share in three
ways: attracting new customers, increasing business with
existing customers, and retaining current customers.
Building relationships with existing customers directly
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of thousands of views. As word spread, new media
began to get involved, and the story travelled
around the world. Sharon had been worried

that the publicity from this incident might get
David Piggott (the Jedi Master) in trouble for not
following protocol. Instead, Disney responded

by saying that it will be using this incident as an
example of “good customer relations.”

addresses two of the three possibilities and indirectly
addresses the other.

THE MARKETING MIX The marketing mix—also
known as the 4Ps of marketing—refers to product, price,
place, and promotion. Each of the 4Ps must be studied
and developed to create a proper strategy to go after a
market segment:

e Product relates to the tangible and intangible as-
pects of a company’s offering. A product could be a
can of soup or a virtuoso ballet performance; both

NEL

Copyright 2019 Nelson Education Ltd. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content
may be suppressed from the eBook and/or eChapter(s). Nelson Education reserves the right to remove additional content at any time if subsequent rights restrictions require it.



| VOICE [ | ONLINE |—' w L%‘I% #— wWorD ‘%H
| SITE | | COMMUNITY | IE‘ 0 COMMUNITIES | —— 8

KET

,—

~
m
>

IAL

DLITICA

IBLICATIC

[a]

NEL

In the early 2000s, Research In Motion (RIM) was
touted as an unbelievable success story. BlackBerrys
were omnipresent and seen in the hands of world
leaders (Barack Obama) and celebrities (Kim Kar-
dashian). With a security system beyond reproach
and a messaging system that was as simple as

it was addicting, the Blackberry and Research In
Motion had arrived. So what went wrong? Look at
the magazine photo below that shows a BlackBerry
beside ancient relics, showing it as a relic.

Among the many things that went wrong was
RIM’s lack of interest in researching and under-
standing customer needs. The BlackBerry was
created to provide security and messaging—but
what did consumers want? In 2007, research was
showing that consumers were looking for “candy
bar phones” that would have a simple user interface
and a single touch screen. What did BlackBerry
put out to market? The Pearl Flip, a flip phone
that consumers were no longer inter-
ested in. A member of RIM’s customer
base management team noted the
interaction between the sales
team that wanted the candy
bar phone and the company'’s
development team: “All the sales
guys were like...we asked you for ¥
big screens, touchscreens, more of these candy bar
styles. And they were like ‘Yeah, but we came up

AARKETIN

with this really cool
technology about
the hinge. Look at
how this works!
There is probably
still a warehouse full
of them!In the end,
customers stopped
buying BlackBerrys,
and app makers
stopped producing
applications for
BlackBerry devices.
Research In Motion focused too
much on its platform and security
features and forgot about the
customer. The makers of the
BlackBerry failed to see that con-
sumers, not businesses, would lead
the smartphone market in the future.
Consumers were looking for touch screens
and a fully interactive communication device.

Used with permission of Bloomberg L.P. Copyright © 2017.

All rights reserved.
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Q@ RIM gave consumers keyboards and security

features they did not ask for. There was never an
attempt to evolve with customers and their chan-
ging needs. Blackberry suffered from the “Field of
Dreams” belief—if you build it, they will come. Soon
customers might have to visit a museum to see what
a BlackBerry looks like.

Source: Felix Gillette, Diane Brady, and Caroline Winter, “The Rise and Fall of BlackBerry: An Oral History,” BusinessWeek, December 5, 2013, www.businessweek.com/articles/
2013-12-05/the-rise-and-fall-of-blackberry-an-oral-history (accessed August 4, 2014).
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companies will need to look at what needs are being
satisfied and how to best package all the aspects of the
offering so that the consumer will be satisfied.

Price relates to the quantifying of a value in exchange
for a company’s offering. Competition is a significant
issue here, as are customer perception and economic
factors. Setting the right price is all about taking those
factors into consideration and making the best deci-
sion that satisfies the bottom line and the customer.

Place relates to much of the behind-the-scenes ac-
tivities of making an offering available to the custom-
er. This is the world of channels and logistics, where
decisions made on how to get a company’s product
to market could be more important than the product
itself.

Promotion relates to what most people believe mar-
keting to be about. These are the most visible activi-
ties of marketing, the ones that get into the news and
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