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Preface

What is Marketing
Management all about?

The US edition of Marketing Management is the world’s lead-
ing marketing text because its content and organisation con-
sistently reflect changes in marketing theory and practice. The
fourth European edition of Marketing Management has been
inspired by the US editions and explores the challenges facing
European marketing practitioners.

European companies continue to change their boardroom
understanding of the importance of marketing practice moving
marketing activity from the narrow cost view to their core phi-
losophy and an investment that demands close and company
wide attention driving their business in a sustainable manner
for their customers, their business and for society. It is progres-
sively being seen as a company-wide rather than a functional
activity that drives the company’s vision, mission and strategic
planning. Marketing management’s role is in identifying and
consistently delivering customer perceived value offerings to
carefully targeted customers in the vibrant and challenging
European marketplace, which has increased global geopoliti-
cal unrest, increased digitalised and global competition and
increased focus on the responsibilities of organization to their
customers, their profitability and also the planet. Marketing
management demands sophisticated decision making involv-
ing a host of vital decisions underpinned by the marketing phi-
losophy to decide on who the company wants as its customers
or target markets, which of their perceived needs to meet, what
market offerings to develop, at what price, using which online
and offline channels of distribution with which partnerships,
and with which processes, people and environmental designs.
The rapid development of digital technologies must also be
used wisely and managed successfully throughout the manage-
ment of marketing from analysis to planning to implementa-
tion and control.

Marketing can succeed only when it is a total company
effort across all the functions in an organisation working in a
coordinated way to beat competitive organisations by con-
sistently pleasing and delighting customers at a profit to the
organization and cognizant of the social responsibility of the
organisation. While firms have had to develop a consistent
customer-oriented approach to their businesses, there are
further challenges thanks to the explosion of digital technol-
ogy and the rapid expansion of social media in its wake. Such
challenges demand a reappraisal of traditional marketing prac-
tice. Traditional marketing mix approaches such as the 4Ps,
have now expanded to the 7Ps and a service-dominant logic
which provides insight into how to meet the expectations of

consumers and business to business customers in competitive
economies. The traditional split between product and service
marketing is best superseded by a composite approach that
focuses on the need for suppliers to meet their customers’ per-
ceived value expectations through all aspects of the organiza-
tion viewed through the lens of the 7 P's of the marketing mix.
The explosive development of digital technology continues
to have a profound effect for marketers. Firms now operate a
variety of direct and indirect channels. New forms of commu-
nication are enriching the traditional communications mix and
meeting today’s requirement to open up and sustain multiple
models of communication. Digitalisation has greatly empow-
ered market research and big data can be generated, accessed
and used at ever increasing speeds. The drive to personalise
rather than standardise market offerings is potentially costly
but technological development have provided cost efficient
benefits. The increased move to artificial intelligence, machine
learning, robotics, automation, smart interconnected product
and service and augment and virtual reality and many other
new and developed technologies can challenge marketing
managers and automate, augment or transform practices, pro-
cesses and even industries. Therefore marketers must manage
a range of developing technologies efficiently, effectively and
across the full spectrum of marketing activities all of which are
explored and discussed throughout this text. Marketing man-
agers and business are also supported by an increasing range
of both online and offline key metrics to measure marketing
programme effectiveness and the financial return on their mar-
keting investment. These also provide increased transparency,
accountability and credibility for marketing practices in the
boardroom and support implementation and control of the
marketing management process.

This text is designed to provide marketing managers with
the means to understand, plan and control for the complexi-
ties of contemporary European marketing challenges includ-
ing increased digitalization and increased geopolitical conflicts
and to have oversight of the entire company effort needed to
satisfy customers at a profit and aware of their wider corpo-
rate responsibility throughout their networks, to society and
the planet.

Marketing management

To achieve the right balance between the concepts of effec-
tiveness and efficiency, marketers practise their expertise on
a national, international and global scale. Marketing man-
agement is the design, development and implementation
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of marketing programmes, processes and activities that rec-
ognise the breadth and interdependencies of the business
environment.

Marketing managers face four key tasks:

1 Develop a detailed and deep understanding of current
and prospective customers. Much of this should come
from regular direct contact with customers and from
programmed ad hoc research to reveal new trends in
customer preferences. Suitable customer-perceived value
offerings should then be developed and introduced into
the market as quickly as prudent to gain or maintain a
sustainable competitive advantage.

2 Develop a detailed and deep understanding of existing
and emerging competitors by regarding expenditure on
suitable market research as an investment decision rather
than a cost sign-off.

3 Develop a detailed and deep understanding of how mar-
kets are changing. This needs to be communicated clearly
by regular briefing reports to all functional managers to
facilitate a holistic approach to marketing in the company.
Updated topics might include the state of key markets
(context), distribution and marketing communication
channels - especially social media.

4 Develop a strategic marketing approach to support cor-
porate strategy. Seek to become a ‘market driver’ rather
than be a company that is ‘market driven’.

Marketing management recognises that ‘everything matters’
with marketing and that a broad, integrated perspective is
necessary.

Organisation

The text specifically addresses the following operations that
constitute the essence of modern marketing management:

Understanding marketing management.
Capturing marketing insights.

Connecting with customers.

Shaping and pricing the market offering.
Communicating value.

Delivering value.

Managing marketing implementation and control.

NoOouUuhWN=

The most significant organisational changes in the European
edition as compared with the US edition are as follows:

e All chapters provide a European focus and include illus-
trations drawn from European companies.

e The text argues the case for marketing management in
Europe and explores its practice through the use of a
number of marketing mixes.

e Management skills and the core requirements of a suc-
cessful manager are introduced in this text, which sees
management skills as critical for marketing managers.

e The aim of marketing management is the provision of
customer-perceived value offerings to both consumers
and business-to-business customers.

e The growth in digital marketing has provided marketing
management with an array of tools, including the inter-
net, mobile and smart phones, social networking and
viral marketing, self-service technologies, dashboards and
big data, to name but a few.

e To complement the use of digital technologies the text
provides a window into the increasing interest in and use
of creative marketing technologies.

e As marketing management becomes crucial in Europe,
there is a need to ensure that marketing initiatives are
both effective and efficient. The text devotes a whole
chapter to exploring marketing metrics.

e Aselection of topic templates, including formats to
encourage readers to practise drawing up marketing
plans, is also included.

e European case studies and exercises are featured to help
readers bridge the gap between knowledge and practice.

Chapter-by-chapter changes for this
edition
Chapter 1 Defining marketing for the new realities

e Marketing during challenging economic and politically
disruptive times.

e Marketing is a philosophy of business and a core senior-
board-level activity guiding the organisations.

e Marketing and technology are intertwined.

e Understanding the current unprecedented changes to
European marketing presenting numerous challenges.

Chapter 2 Understanding marketing management
within a global context

¢ Increasingly complex European markets and marketing
management issues.

e Contemporary challenges for high-performing marketing
departments.

* Managing digital technologies such as robotics, artificial
intelligence, augmented and virtual reality, etc.

e Managing automation and transformation of many busi-
nesses and processes.

¢ Increased focus on valuing marketing within
organisations.

e Growth in global management challenges.

e The challenges of developing countries.

Chapter 3 Developing marketing strategies and plans

e Importance of the business environmental paradigm
change from sellers’ to buyers’ markets and the chal-
lenges this presents to marketing management.

e The importance of the transformation in the concept of
value and the need for firms to develop and deliver value
to their customers.

e Change today not tomorrow - key strategies for manag-
ing change.



o Critique of conventional SWOT analysis.

e Moving from know-what to know-how - a sample
€uromart marketing plan enables readers to get to grips
with the practical application of marketing concepts and
reflects the seven parts of the text.

e The importance of open business models.

Chapter 4 Managing digital technology in marketing

e The transformation of processes, practices and
managerial challenges through ever-increasing digital
technology adoption.

e Increased focus on mobile, internet and data.

¢ New marketing title including marketing technologist.

e Understanding the digitalised customer.

¢ Mapping the challenges and changing digital landscape.

e Increased utilisation of apps and mobile as normal.

e Some future predictions - robotics, Al, augmented and
virtual reality, smart-connected products and services,
smart personnel assistance and wearable technology.

Chapter 5 The changing marketing environment and
information management

¢ Managing sustainability.
o Shifts in European population.
e Increased focus on sustainable energy.

Chapter 6 Managing market research and forecasting

¢ New examples of marketing research.
e Bigdata.
e Advantages and disadvantages of research approaches.

Chapter 7 Analysing consumer markets

e Increased focus on consumer social networks.
e New examples of consumer behaviour.
e Examples of new consumer market offerings in Europe.

Chapter 8 Analysing business markets

e Increased focus on social media in business markets.
e Examples of successful business models.

Chapter 9 Dealing with competition

e Trust in financial service providers.
¢ In-depth examples of successful competitors.
e Competing in a changing environment.

Chapter 10 Seeking and developing target marketing
differentiation strategies

e Geodemographic market research agencies that operate
in Europe.

o Description of key trends in the social and cultural envi-
ronment - youth and ethnic markets.

e Forces shaping European social change.
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Chapter 11 Creating customer value, satisfaction
and loyalty

e The pursuit of customer-perceived value.

e Customer lifetime value - a conceptual dream or real-
time activity?

e The empowered customer and European legislation.

Chapter 12 Creating and managing brands and
brand equity

e Massive brand portfolios and brand values.

¢ Branding storytelling and narratives.

o Social media evaluations and their impacts on brands.

e The four ages of branding - identity, value, experience
and you.

¢ Brands that have reach across generations and national
boundaries.

Chapter 13 Digital and global brand management
strategies

e Enhancing the consumer digital experience.

o Digital innovations and branding - from augmented
reality to apps.

e The power and reach of online and global brand
communities.

e The reach and impact of the top global and technology
brands.

Chapter 14 Designing, developing and managing
market offerings

e The development of balanced market offering portfolios
as product life cycles shorten.

e The challenge of high customer churn rates as marketing
evolution gathers pace under the influence of dynamic
competition and innovation.

e The ecological issues surrounding packaging in Europe.

e The function and European legal regulations affecting
packaging.

Chapter 15 Introducing new market offerings

e Many cultures, many markets - the development of new
market offerings in Europe.

e Europe’s leading innovative companies.

e Key national innovation performances.

e Examples of successful new market offerings in
Europe.

Chapter 16 Developing and managing pricing
strategies

¢ Examples of successful pricing strategies.

e Pricingin a sharing economy.

e Pricingin a digital economy.
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Chapter 17 Designing and managing non-personal
marketing communications

e The role of marketing communications.

e How marketing communications work.

e The major steps for developing effective marketing
communications.

e The marketing communications mix?

e How the marketing communications budget is
established.

e The steps required to develop an advertising
programme.

e How sales promotion decisions are made.

e How companies can exploit public relations potential.

Chapter 18 Managing personal communications

e Personal communications mix.

o Direct marketing.

e Interactive and online marketing activities.

e Developing and managing the sales force.

e Impact of social media technologies.

e Social media marketing.

e Integrated marketing communications.

e Implications of digital media for practitioners.

Chapter 19 Designing and managing distribution
channels and global value networks

e Order from anywhere and fulfil from anywhere.
e Multiple and omnichannels.

e Therise in digital channels and their amalgamation with

offline channels.
e Increased complexity of channel management issues.

Trade, border and global supply challenges from issues
such as Brexit, Middle East disruptions and trade wars
between a variety of countries.

Replacement of the traditional supply chain with a digital
supply network.

Increased digitalisation of branding with apps, virtual
reality, social media and so on.

Speed and developments in online and offline delivery
using drones, Al, robotics, etc.

Chapter 20 Managing process, people and physical
evidence

The transformation of processes through digital adoption.
Digital technologies within service process.

Increased digital and personnel coordination.

Digital technologies at the consumer interface.

Future technologies and automation and transformation.
Managing robotics and other challenging technologies.

Chapter 21 Implementing marketing management

Internal marketing critique.

The application of true creativity in marketing.

Creativity - a mystical gift for some or something for everyone?
Potential for marketing to European ethnic and green groups.
Key tasks for marketing managers.

Chapter 22 Managing marketing metrics

New insights in marketing metrics usage.
New marketing metrics examples.
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PART 1

Understanding marketing
management

Marketing Management is designed to take both business practitioners and students on a journey
to explore the marketing manager’s world.

Part 1: Understanding marketing management provides an overview of this journey and
addresses four essential themes:

1. Defining contemporary marketing.

2. Exploring marketing management, particularly from a European perspective - locally,
nationally and internationally.

3. Designing marketing strategies and plans.

4. Understanding the challenges of digital technology management in marketing.

Part 1 explores the world of the marketing manager from the point of view of what managers do
and the rest of the book provides guidance as to how they do it. Marketing is a business activity
that is relevant to all types of business, whether private, public, charity or other not-for-profit
organisations. It is about the identification and fulfilment of customer needs, through the estab-
lishment and maintenance of brand values at a profit to the organisation.

In a highly competitive, technology-enabled global market, European companies need to exercise
both vision and mission, they need to understand marketing and management, and they need to
use the range of digital technologies available to them. They also need to identify what segments
to target, how to position their brand and how to use the marketing mix to achieve profit and
other objectives of the organisation.




CHAPTER 1

Defining marketing for the
new realities

In this chapter, you will learn about the following topics:

'l Why marketing is important
2 The scope of marketing

How technology,
globalisation and social

responsibility are forces
defining European
marketing practices

What new capabilities these
forces have given
consumers and companies

o

E =t
Production, selling, S : S
marketing and holistic Marketing managers must understand consumer needs and align marketing mix

activities with satisfying these needs at a profit. IKEA really understands its
consumers’ love for well-designed low-cost furniture.
Source: emka74/Shutterstock

marketing philosophies

Overview of marketing
management



Chapter Journey

The scope
of marketing

European
marketing
realities

The value of
marketing

Formally and informally, people and organisations engage
in a vast number of activities we can call marketing. In the
face of a digital revolution and other major changes in the
business environment, good marketing today is both
increasingly vital and radically new." What is the same is the
philosophy of marketing, which puts the customer at the
centre of profitable companies. Consider IKEA.

IKEA, the world’s most successful furniture retailer, has a
deep understanding of the customer, designing and manu-
facturing ready-to-assemble home furniture and furnishings
in a Scandinavian style at affordable prices. This Swedish
company is a global entity, distributing its products through
over 350 retail outlets in over 45 countries, mostly in Europe.

With over 915 million customer visits annually in its stores,
over 1.8 billion website visits and over 10 million downloads of
its app, it is clear that successful marketing has resulted in
customers who identify with the IKEA ideal of good-quality,
affordable furniture that is both functional and beautiful. Anna
Crona, marketing director at IKEA United Kingdom and Ireland,
explained: ‘We are committed to understanding how our
customers live life at home so we can provide solutions to make
life happier.”? The warm, welcoming Swedish style has become
a model of simplicity, practicality and informality.?

Each chapter of this text explores the various marketing
management challenges for IKEA, as outlined below:

¢ Introduction to marketing: The marketing philosophy
of understanding and satisfying customer needs at a
profit is embedded within the corporate culture of the
IKEA company (Chapter 1).

A dramatically

Overview of
marketing
management

changed
marketplace

Marketing philosophy:
production, selling,
marketing and holistic
marketing philosophies

Marketing management: The marketing management
team manages the company nationally and expands
its global business through the management func-
tions of planning, organising, leading and controlling
(Chapter 2).

Marketing plans and strategies: IKEA designs market-
ing plans and strategies to guide the company, which
revolves around understanding customer needs
(Chapter 3).

Digital technologies: IKEA manages a range of digital
technology, both internally and externally, including
web, mobile and social (Chapter 4).

Capturing marketing insights: IKEA continually
researches the market to understand its consumers,
markets and competitors (Chapters 5-9).

Customer segments and target markets: IKEA under-
stands consumer segments and chooses to target price-
conscious and quality and design focused consumers
(Chapter 10).

Positioning in the market: The IKEA brand is positioned
as fun, affordable and good-quality furniture, in the
low-price but high-design quadrant of the positioning
map (Chapter 11).

Managing the brand: More than 70 years old, the brand
continues to evolve, with a strong brand identity created
through a coherent branding strategy (Chapter 12).
Digital and global branding: IKEA understands the
importance of its digital brand and the global market-
place it operates in (Chapter 13).
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To position its brand in the eyes of its target consumers,
IKEA manages the 7Ps of the marketing mix activities:

o Product/service: IKEA offers more than 12,000 prod-
ucts within a self-assembly concept, with a commitment
to innovative product design and clever service solutions
(Chapters 14 and 15).

 Pricing: IKEA understands the importance of pricing and
profitability. It keeps prices affordable with a focus on
good value for the customer (Chapter 16).

e Promotion/communicating value: IKEA has an inte-
grated marketing communication strategy through
advertising, social media, apps, personal selling, inter-
net, catalogue, viral marketing, PR and publicity
(Chapters 17 and 18).

o Place/global supply network and channels of distri-
bution: IKEA operates a major global retail and distribu-
tion supply-and-demand network (Chapter 19).

« Process/physical evidence/people: IKEA uses a maze
service process design to route its customers through its
very large but well-designed stores, utilising the five
senses within each store and employing more than
150,000 staff* (Chapter 20).

The chosen marketing mix activities, aligned to the target
market and positioning, must be implemented throughout
the organisation:

» Implementing marketing management: IKEA imple-
ments its plans through the operationalisation of mar-
keting (Chapter 21).

o Managing marketing metrics: Marketing metrics both
online and offline quantify, compare and interpret mar-
keting performance (Chapter 22).

IKEA has grown to be one of the most successful and
profitable European companies through a marketing
focus on providing customers with what they want at a
profit to the company.

Good marketing is no accident. It is both an art and a
science, and it results from careful planning and execution
using state-of-the-art tools and techniques. In this text, we
describe how skilful marketers are updating classic practices
and inventing new ones to find creative, practical solutions
to new marketing realities. In the first chapter, we lay our
foundation by reviewing important marketing concepts,
tools, frameworks and issues.

The value of marketing

Marketing managers are challenged to deliver value and profits in the face of an unforgiving eco-
nomic environment, unprecedented changes in business, growing globalisation, climate change
concerns and continuing digital technology advancement.” Finance, operations, accounting and
other business functions are all dependent on sufficient demand for products and services from
customers who are prepared to pay for them so that companies can make a profit. Thus, financial
success often depends on marketing ability. Marketing skill can be used to market ten main types
of entities: products, services, events, experiences, people, places, properties, non-profits, informa-
tion and ideas. Marketing’s value also extends to society as a whole. It has helped introduce new
or enhanced products and services that ease or enrich people’s lives. Successful marketing builds
demand for products and services, which in turn creates jobs. By contributing to the bottom line,
successful marketing also allows firms to more fully engage in socially responsible activities.®

Making marketing central

Chief executive officers (CEOs) recognise that marketing builds strong brands and a loyal customer
base-intangible assets that contribute significantly to the value of a firm.” Marketing directors or
chief marketing officers (CMOs) are, or should be, on an equal footing with other directors or
C-level executives such as the finance director or chief financial officer (CFO) or chief information
officer (CIO).® In an internet-fuelled environment where consumers, competition, technology and
economic forces change rapidly and consequences quickly multiply, marketers must make numer-
ous marketing decisions, which are at the core of how companies operate. Speaking at the Apps
World Conference in London, Steve Wozniak, a co-founder of Apple, told attendees that marketing
is the most critical aspect of his technology company and as important as engineering to the success
of Apple.®

There is little margin for error in marketing. Just a short time ago, MySpace, Yahoo!, Blockbuster,
Kodak and HMV were admired leaders in their industries. What a difference a few years can make.
Many brands have been completely overtaken by start-up challengers - such as Snapchat, Facebook,
Google, Netflix and Amazon - and many have struggled, sometimes unsuccessfully, for mere sur-
vival.!® Firms must constantly move forward. At greatest risk are those that fail to carefully monitor
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their customers and competitors, to continuously improve their value offerings and marketing
strategies, and satisfy their employees, stockholders, suppliers and channel partners in the
process.

The role of marketing is always to have the customer at the centre of the organisation - in other
words, to think ‘customer’. Peter Drucker, the management guru, confirms the importance of
marketing and this customer focus:

The purpose of business is to create a customer. The business enterprise has two - and only
two - basic functions: marketing and innovation. Marketing and innovation produce results;
all the rest are costs. Marketing is the distinguishing, unique function of the business."

So, much business success can be attributed to companies that embrace marketing and under-

stand and win customers through marketing.

Winning marketing

Skilful marketing is a never-ending pursuit, with businesses adapting and thriving in these chang-

ing times. Consider Pinterest.

Pinterest

Pinterest is one of the fastest-growing social media sites
ever - it has surpassed 175 million monthly users and has
over 50 billion Pinterest pins.'? Pinterest is a visual bookmark-
ing tool that lets users collect and share images of projects or
products on digital scrapbooks or ‘pinboards’. Especially pop-
ular with women, who account for 81 per cent of their con-
sumers, they use it for planning weddings, saving recipes and
designing kitchen upgrades. Pinterest has driven more traffic
to websites in a month than Twitter, Google+, LinkedIn and
YouTube combined. Part of its appeal is its unique

customisable grid of images. Pinterest’s sweet spot is that
users are often in a shopping mindset; one study showed
almost 70 per cent of online purchasers who found a product
via Pinterest went on to buy, compared to 40 per cent for
Facebook. Brands from Dell to Mercedes-Benz are integrating
this site into their social media strategies. Nevertheless,
Pinterest is only slowly monetising its business venture as it
originally focused on a ‘network first, revenue later’ model
similar to Snapchat, which was valued at over €25 billion
despite having no revenues.’

Pinterest has tapped into consumer desire to collect and share personally relevant images online.

Source: LightField Studios/Shutterstock
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Even business-to-business firms are finding these techniques are critical and that they do
work. The manufacturer Corning struggled with transcending its reputation as a seller of Pyrex
cookware, a business it sold more than a decade ago, to its current status as a provider of highly
engineered speciality glass products. Corning created a YouTube video, ‘A day made of
glass . . . made possible by Corning’. Unconventionally long but beautifully put together,
within three weeks it attracted more than 1 million views, and in total was viewed over
26 million times with social conversation revolving around the themes of glass, product tough-
ness and hope for the future - exactly what Corning wanted.

The scope of marketing

To become a marketer, you need to understand what marketing is and how it works.

Marketing is about identifying and meeting human and social needs at a profit. One of the shortest
definitions of marketing is that it is the process of ‘meeting customer needs profitably’. When
Ryanair spotted that people wanted low prices and would accept lower services levels, their mar-
keting plan designed this. When Google recognised that people needed help managing the infor-
mation on the internet, they created a powerful search engine that organised and prioritised
queries. These two firms demonstrated marketing savvy and turned a private or social need into a
profitable business opportunity. Marketing is a revenue-generating function of a business, and the
ultimate test of marketing success is a profit level that allows a company to prosper in the long
run.'

A formal definition is that marketing is the science and art of exploring, creating, and deliv-
ering value to satisfy the needs of a target market at a profit. The marketing concept focuses on
a total company effort to provide exchange and value for customers, clients partners and society.!*
Coping with these exchange processes calls for a considerable amount of work and skill. Mar-
keting management takes place when at least one party to a potential exchange thinks about the
means of achieving desired responses from other parties. Thus, we see marketing management
as the managerial responsibility that aligns the total company effort towards choosing and sat-
isfying target market(s) by getting, keeping and growing customers through creating, delivering
and communicating superior customer value at a profit to the organisation.

We can distinguish between a social and a managerial definition of marketing. A social defini-
tion shows the role marketing plays in society - for example, one commentator said that market-
ing’s role should be to ‘deliver a higher standard of living’ and that marketing should be elevated
to a higher level of consciousness.!® Here is a social definition that serves our purpose: ‘marketing
is a societal process by which individuals and groups obtain what they need and want through
creating, offering and freely exchanging products and services of value with others’.

Marketing is an often misunderstood term, seen more as ‘the art of selling products’ or advertising,
and many people are surprised when the full extent of marketing beyond selling and advertising is
articulated. The reality is that selling and advertising are only the tip of the marketing iceberg -
simply the most visible to the customer. Peter Drucker, the management guru, put it this way:!”

There will always, one can assume, be 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. All that should be needed then is to make the product
or service available.

Just like an iceberg, over 80 per cent of marketing occurs out of sight of the customer. Advertis-
ing and sales are the final rather than the beginning stages of marketing. When Nintendo designed
its Wii game, when Apple launched its iPad and when Toyota introduced its Prius hybrid car, they
were swamped with orders. These marketers had designed the right product/service, delivered,
priced, communicated and managed through the service process based on careful marketing
understanding about consumers, competition and all the internal and external factors that affect
cost and demand. Consider Zara.
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Much of marketing occurs below the waterline. Non-marketers are inclined to think that marketing is
only advertising and selling because they are the elements visible above the line.
Source: Ralph A. Clevenger/Corbis/Getty Images.

Zara

Think of how Zara competes with Benetton - two fashion
companies that view marketing very differently. Zara, one of
Europe’s top fashion brands, has succeeded through a core
understanding of the customer, whereas Benetton trails far
behind, over-focused on creative and dynamic advertising.'®
Zara understood its consumers’ desire for fast fashion and
aligned its whole company towards this ideal, while Benetton
struggled to get customers into its stores. Benetton has con-
tinued to focus on provocative advertising to gain attention
rather than embracing real customer understanding. It let a
customer-focused company such as Zara capture the young
fashion market and build incredible brand loyalty. Zara
understands the needs and desires of its young adult

consumers - a market that craves new styles quickly and
cheaply, and customers who are happy with concepts such
as ‘fast fashion’ and ‘disposable clothing’.

Zara produces around 12,000 styles per year (compared
with the industry average of only 3,000), which means fresh
fashion trends reach the Zara stores regularly and quickly.
Zara's advertising budget is 0.03 per cent of its revenues, very
different to competitors such as Gap and H&M, spending 5 per
cent and 4 per cent respectively, and Benetton, spending
€80 million on advertising alone.” A typical Zara customer
visits a Zara shop 17 times a year, compared with the industry
average of three times per year, showing how Zara listens to
customers and builds its operations around them.?

7

Customers change, markets change and economies go through cycles of boom and bust regu-

larly.?" Each cycle creates challenges for marketers and it is important for marketing to respond
swiftly and decisively to changes in economic health. Understanding economies and purchasing
power is critical to ensure that marketing spend counts and is aligned to customer needs. See
Figure 1.1.

Purchasing power in Europe is not uniform, with northern European countries more prosperous
than southern regions, as shown in Figure 1.1.

Marketing managers have to constantly rethink and reorientate their marketing efforts to deliver
customer satisfaction within competitive markets. Many market leaders realise that they cannot
afford to relax their marketing effort with leadership challenges from fast and agile competitors -
Nokia, the market leader, lost out to Samsung and Apple by being too myopic and complacent.
Successful European companies such as Zara, Nestlé, Siemens, Santander, L'Oréal, HSBC,
Unilever and Bayer really understand marketing and how to satisfy changing consumer needs.?
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Figure 1.1 European purchasing powerin 2017
Source: © GfK: GfK Purchasing Power 2017. http://www.gfk.com/insights/news/
map-of-the-month-gfk-purchasing-power-europe-2017/.

Skilful marketing is a never-ending
pursuit. As Jay Conrad Levinson,
author of Guerrilla Marketing, noted:
‘Marketing is not an event, but a pro-
cess . . . It has a beginning, a middle,
but never an end, for it is a process. You
improve it, perfect it, change it, even
pause it. But you never stop it
completely.’??

Some successful companies were
founded during downturns/recessions/
depressions - think Wikipedia, IBM,
CNN, Burger King, Microsoft and UPS.
Though some well-known companies
have failed during economically chal-
lenging times (think Kodak), others
such as Ryanair, grew customer num-
bers to over 100 million by expanding
routes, dropping prices and increasing
their marketing expenditure. What is
critical is a focus on marketing and
understanding customers and concen-
trating your marketing effort on them.
See the ‘Marketing in practice’ box.

Marketing in practice

Marketing: a winner in a crisis

A European-based study showed how critical marketingisin e Market shares shift faster during times of recession than in

times of crisis, as this is a period where companies can win - or times of growth.

lose - market share very rapidly. Companies often respond ¢ The losers are often brands in the mid segment, as they
incorrectly during a recession, with marketing budgets being cannot increase their marketing expenditure.

slashed when the company’s management and shareholders e 63 per cent of winners introduced new products or ser-
call for savings to be made. This study analysed the behaviour vices and innovations, compared with just 19 per cent of
of 700 brands after the collapse of the dotcom bubble. the losers.

The most important results were:

The clear winners were those companies that did not reduce

e 54 per cent of companies recorded that growth in sales  their marketing budgets but instead invested anti-cyclically.
and market share during the collapse had maintained or  They were able to achieve significantly higher growth than in

raised their marketing budgets. normal times.?*
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Marketing’s role in creating demand

Marketers must be skilled at stimulating and managing demand. Demand is the willingness and
ability of buyers to purchase different quantities of a product or service, at different prices, during
a specific time period. Both willingness and ability must be present; if either is missing, there is no
demand. Great marketing is when you see an unfulfilled need and launch an appropriate offering,
and the offering matches this need and there is demand and ultimately profitable sales of your

offering. Consider Innocent.

Innocent Drinks

Innocent Drinks, founded by three Cambridge University grad-
uates, has surfed the wave of consumer distaste for artificial
ingredients and tapped into the consumer demand for fresh
ingredients on the go. Innocent Drinks has been one of the mar-
keting success stories of the decade, with simple drinks based
on crushed fruit. They distribute over 2 million smoothies a

week across Europe, doubling to become the top smoothie
brand in Europe in terms of market share.?> Innocent saw year-
on-year sales grow by 35 per cent as the market for healthy
drinks continues to grow.? Though now 90 per cent owned by
Coca-Cola, Innocent’s vision, in the words of co-founder Richard
Reed, was ‘to be Europe’s favourite little juice company’.

Marketing managers seek to influence the level, timing and composition of demand to meet the
organisation’s objectives. Marketers must identify the underlying cause(s) of the demand state and
then determine a plan of action to shift the demand to a more desirable state. Demand is linked to
needs and wants. Needs are basic human requirements such as air, food, water, clothing and shelter.
Humans also have strong needs for recreation, education and entertainment. These needs become
wants when directed to specific objects that might satisfy the need. A German consumer looking
for a snack may choose a sandwich, while a Dutch consumer may choose raw herring. Wants are
shaped by our society. Demands are wants for specific products or services backed by an ability to
pay. Buyers may want a Mercedes; only a few are able to buy one. Companies must measure not
only how many people want their offering but also how many are willing and able to pay for it.

These distinctions shed light on the frequent criticism that ‘marketers create needs’ or ‘marketers
get people to buy things they don’t want'. Marketers do not create needs: needs pre-exist marketers.
Marketers, along with other societal factors, influence wants. They might promote the idea that a
Mercedes would satisfy a person’s need for social status. They do not, however, create the need for
social status.

Some customers have needs of which they are not fully conscious or that they cannot articulate.
What does it mean when the customer asks for a ‘powerful’ lawnmower or a ‘quiet’ hotel? The
marketer must probe further. We can distinguish five types of needs:

Stated needs (the customer wants an inexpensive car).

Real needs (the customer wants a car whose operating cost, not initial price, is low).
Unstated needs (the customer expects good service from the dealer).

Delight needs (the customer would like an onboard GPS navigation system).

Secret needs (the customer wants friends to see them as a savvy consumer).
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Responding only to the stated need may short-change the customer.?”” Companies need to be
innovative and creative and be ahead of consumer needs and wants. Consider Fitbit.
The next section reviews European marketing challenges.

Fitbit
Fitbit entered the wearable technology market in 2007 right
when the demand for healthier, more active lives was grow-

ing, and thus tapped into a health-and-fitness craze. Fitbits
empowered customers by providing them with the data to

guide and inspire them to reach their goals. As one of the
leading global wearable brands, Fitbit designed wrist-based
products that helped customers to manage their own health
and activity experiences. The company has over 25 million
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