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Part 1 Explaining (Chapters 1,2, 3, 4) Part 4 Managing (Chapters 11,12, 13, 14, 15)
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The Meaning of Marketing

Chapter Overview Everyone has some experience with marketing. Whether or not
you have worked in a marketing position in an organization, you have certainly been
exposed to advertising, evaluated sales offers, made purchase decisions, and
promoted yourself in some capacity, such as applying to a college or university.
These, and many other aspects of everyday life, place you in marketing situations.

Of course, understanding marketing requires much more than simply recalling and
becoming aware of everyday experiences. Understanding marketing requires a
familiarity with the strategies that businesses use to create awareness and interest in
their products and services. Understanding marketing also requires a familiarity with
the processes that consumers knowingly and unknowingly follow when evaluating
and making purchase decisions. In addition, understanding marketing requires that
you have knowledge of the various activities that marketing comprises, for example,
exchange, physical, and facilitating functions. Understanding marketing also requires
familiarity with disciplines, such as economics and psychology, that have contributed
by providing context to what is currently known as marketing. This chapter is
designed to provide a foundation for your study of marketing by explaining the
meaning of marketing.

W Chapter Outline

Marketing pp.34

Objective 1. What is marketing?

Marketing Concept pp. 4-7 <«———————— Objective 2. What is the marketing concept? How has

- ~ marketing changed?
« Evolution of Marketing: Early Years until

1950 p. 5
« Evolution of Marketing: 1950-Present p. 6
* Evolution of Marketing: Social

Responsibility p. 6

Marketing Functions pp.7-8 —<«————— Objective 3. What are marketing functions? Who

performs them?
+ Internal Marketing Participants pp. 7-8

« External Marketing Participants p. 8



MARKETING....

—

W EXPLAINED

Marketing

Marketing is a distinct activity within an organization, as well as
certain tasks, such as assembling, pricing, and promoting, that
result in products, services, ideas, and other tangible and intangible
items. Those items, in turn, produce profits or achieve some other
stated goals for an organization and its stakeholders, including
shareholders, employees, or donors. Profits or other organizational
goals are achieved by creating value for consumers. The creation of
value is the realization of benefits that exceed the cost of products,
services, or other items.

Marketing has grown from roots in economics, psychology,
sociology, and statistics. One important concept that marketing
has borrowed from the study of economics is the idea of utility.
Utility is the satisfaction received from owning or consuming a
product or service. Utility, in a marketing sense, is the value that
marketers intend consumers to attach to that marketer’s products
or services. Supply and demand for products and services influ-
ence price, production costs influence supply, and utility influ-
ences demand. The utility that consumers attached to the Toyota
Prius is what increased demand and what has caused Toyota to
add U.S.-based production of the Prius beginning in 2010.
Consumers are the ultimate adjudicators of utility. If consumers
perceive that a particular product or service has utility, then they
are inclined to consider purchasing that product or service.

A need is a necessity to meet an urgent requirement. A want
is a desire for something that is not essential. For instance, a per-
son has a need for food, but a person simply wants ice cream.
There are strict definitions for wants and needs. However, busi-
nesses often use marketing to transform a want into a perceived
need for a particular product or service. Businesses can increase
demand, the financial capacity to buy what a person wants, for
that business’s brand of products or services through marketing
activities such as advertising. A brand is a promise to deliver to
consumers specific benefits associated with products or services.
The brand can contrast the products or services of one company
with the products or services of another company, and, through
effective marketing, command a perception of greater value that
can lead to higher sales revenue and profits.

w oerinen Marketing is an organizational function and a collection
of processes designed to plan for, create, communicate, and deliver
value to customers and to build effective customer relationships in
ways that benefit the organization and its stakeholders."

/)

"W APPLIED

Marketing

In practice, marketing is much more than simply selling or
advertising. Marketing influences you as a consumer through
your current and future career choices, and through the
economy. Businesses create value through their offerings,
communicate that value to consumers, and then deliver value
in exchange for money from consumers. Marketing applies to
more than just products or services, however. Marketing
extends to a variety of tangible and intangible items, includ-
ing the following:

« Products

* Services

* People

* Places

* Causes

* Events
Ideas

PHOTO: AP Photo/Paul Sakuma

marketing 1577585, value ffi{E. utility % H. need 7%, want #K#!. demand 753K . brand fh.



4 PART 1 | Explaining

SIRIUS A

Fun Cotlection

hertz.com

The Corvette ZHZ, offered exclusively by Hertz as part of their
“Fun Collection" portfolio in the United States, has both product
and service characteristics. The vehicle is a product, but the
rental is a service. The Hertz Corporation, the world's largest
general-use car rental brand with 8,100 locations in 147 coun-
tries, creates value for their customers in a variety of ways
Some of those methods include working with General Motors,
manufacturer of the Chevrolet Corvette, to offer a product that
Hertz’s competitors do not. Few people might rent the Corvette
ZHZ, but the Hertz portfolio also includes subcompacts to mini-
vans to luxury cars, and those choices are presented to con-
sumers as innovative and contemporary.®

PHOTO: © 2010 Hertz System, Inc. Hertz is a registered service mark and trade-
mark of Hertz System, inc.

>> END EXAMPLE

Products include items often used or consumed for personal
use, such as shavers or ice cream, and items that are consumed
by businesses or used to produce items that are resold, such as
raw materials or components. Services include items that are
used and not retained by the consumer, for example, a massage
or a haircut, and items that are used and not retained by busi-
nesses, such as repair or maintenance services.

Beyond products and services, many other items can also
be marketed. People such as celebrities, athletes, and politi-
cians are engaged in marketing themselves and building their
own brands. Similarly, as you build your career, you will con-
stantly be marketing yourself to others. Places, from Paris to
New York, can also be marketed. Place marketing can be

marketing concept 137 E #jM. &, customer relationships il % X 5

customer lifetime value il % 254 1

designed to accomplish one of a wide variety of objectives,
such as introducing potential visitors to a place with which
they may not be familiar, reinventing a location to stand for
something different from what it is currently known, or
encouraging more frequent visits. Causes, including many
not-for-profit organizations such as the Humane Society,
museums, and art institutes, are also marketed to potential
donors and to those who may use the services of the not-for-
profit. Events, such as the Olympics, the Super Bowl, and the
World Cup, market themselves, but also serve as marketing
platforms for other businesses. Ideas, such as antilittering
campaigns and political views, as well as concepts and mes-
sages, are also marketed.

Marketing Concept ...«

W DEFINED The marketing concept is an organizational
philosophy dedicated to understanding and fulfilling

consumer needs through the creation of value.

W EXPLAINED

Marketing Concept

Marketing, as stated earlier, involves the creation of value that
results in effective customer relationships. Customer
relationships are created when businesses and consumers
interact through a sales transaction of a product or service
and continue that relationship based on ongoing interaction
between the business and the customer. The management of
customer relationships, commonly referred to as customer
relationship management (CRM), involves those elements of
business strategy that enable meaningful, personalized com-
munication between businesses and customers. By imple-
menting CRM, a business is committing to understanding
customer lifetime value. Customer lifetime value includes
the projected sales revenue and profitability that a customer
could provide to a firm. If customer relationships serve as the
foundation for marketing activities, then a business is prac-
ticing the marketing concept.

W APPLIED

Marketing Concept

While generally considered a contemporary idea, the marketing
concept has been used for many years, in practice, if not in name,
by businesses trying to distinguish themselves from their competi-
tion by focusing on the customer. L.L.Bean founded its business in
1912 by referring to the customer as “..the most important
person ever in this office—in person or by mail.” L.L.Bean devel-
oped a marketing philosophy based on customer service and
marketed a guarantee to provide “...perfect satisfaction in every
way.”* Currently, many businesses, as well as churches, schools, and
state and local tourism entities, practice the marketing concept by
focusing on the expectations of their customers.

customer relationship management Jii % ¢ 2245 Hi!



