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1.1 Overview of Marketing

1.1.1 What Is Marketing?

- What does the term marketing mean to you? Many people think it means the same
as perédnal selling. Others think marketing is the same as personal selling and
adverfiéiﬁg.< Still others believe marketing has something to do with making products
available in stores, arranging displays, and maintaining inventories of products for
future sales. Actdally, marketing includes all of these activities and more.

Marketing has two facts. ‘First, it is a philosophy, an attitude, a perspective, or a
managemént orientation that stresses customer satisfaction. Second, marketing is a set
of activities used to implement this philosophy. This is the marketing process.

The American Marketing Association’s definition encompasses both perspectives:
Marketing is an organizational function and a set of processes for creating, communicating,
and delivering value to customers and for managing customer relationships in ways that

benefit the organization and its shareholders.

1.1.2 Marketing Management Philosophies

Four competing philosophies strongly influence an organization’s marketing
activities. These philosophies are commonly referred to production, sales, market, and
societal marketing orientations.

(1) Production orientation

A production orientation is a philosophy that focuses on the internal capabilities of
the firm rather than on the desire and needs of the marketplace. "]

There is nothing wrong with assessing a firm’s capabilities; in fact, such
assessments are major considerations in strategic marketing planning. A production
orientation falls short because it doesn’t consider whether the goods and services that
the firm produces most efficiently also meet the needs of the marketplace.

(2) Sales orientation

A sales orientation is based on the ideas that people will buy more goods and
services if aggressive sales techniques are used and that high sales result in high
profits. ) Not only are sales to the final buyer emphasized but intermediaries are also
encouraged to push manufacturer’s products more aggressively. To sales-oriented
firms, marketing means selling things and collecting money.

The fundamental problem with a sales orientation, as with a production orientation, is

a lack of understanding of the needs and wants of the marketplace. Sales-oriented
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companies often find that, despite the quality of their sales force, they cannot convince
people to buy goods or services that are neither wanted nor needed.

(3) Market orientation

Achieving a market orientation involves obtaining information about customers,
competitors, and markets; examining the information from a total business perspective;
determining how to deliver superior customer value to customers. ) It also entails
establishing and maintaining mutually rewarding relationships with customers.

Understanding your competitive arena and competitors’ strengths and weaknesses
is a critical component of market orientation. This includes assessing what existing or
potential competitors might be intending to do tomorrow as well as what they are doing
today.

(4) Societal marketing orientation

One reason a market-oriented organization may choose not to deliver the benefits
sought by customers is that these benefits may not be good for individuals or society.
This philosophy, called a societal marketing orientation ; states that an organization
exists not only to satisfy customer wants and needs and to meet organizational objectives
but also to preserve or enhance individuals’ and society’s long-term best interests. 63
Marketing products and containers that are less toxic than normal, are more durable,

contain reusable materials, or are made of recyclable materials is consistent with a

societal marketing orientation.
1.1.3 Differences between Sales and Market Orientations

The differences between sales and market orientations are substantial. The two
orientations can be compared in terms of five characteristics: the organization’s focus,
the firm’s business, those to whom the product is directed, the firm’s primary goal, and
the tools used to achieve those goals.

(1) The organization’s focus

Personnel in sales-oriented firms tend to be “inward looking”, focusing on selling
what the organization makes rather than making what the market wants. Many of the
historic sources of competitive advantage—technology, innovation, economies of
scale—allowed companies to focus their competitive advantage from an external,
market-oriented focus. A market orientation has helped companies such as Dell Inc. s
Amazon. com, the Royal Bank of Canada, and Southwest Airlines outperform their
competitors. These companies put customers at the center of their business in ways
most companies do poorly or not at all.

A sales orientation has led to the demise of many firms. Kmart illustrates the

problems companies experience when they lose their customer focus. After the company




filed for bankruptey, one industry analyst concluded that “they [ Kmart] need to define

“

themselves more clearly and know who their customer is.” Another stated that “it
focused on going up against Wal-Mart products and prices, but didn’t consider the
customer, ”

(2) The firm’s business

A sales-oriented firm defines its business (or mission) in terms of goods and
services. A market-oriented firm defines its business in terms of the benefits its
customers seek. People who spend their money, time, and energy expect to receive
benefits, not just goods and services. This distinction has enormous implications.

Because of the limited way it defines its business, a sales-oriented firm often misses
opportunities to serve customers whose wants can be met through only a wide range of
product offerings instead of specific products. For example, in 1989, 220-year-old
Britannica had estimated revenues of $ 650 million and a worldwide sales force of 7,
500. Just five years later, after three consecutive years of losses, the sales force had
collapsed to as few as 280 representatives. How did this respected company sink so
low? Britannica managers saw that competitors were beginning to use CD-ROM to store
huge masses of information but chose to ignore the new computer technology, as well as
an offer to team up with Microsoft.

It’s not hard to see why parents would rather give their children an encyclopedia on
a compact disc instead of a printed one. The CD-ROM versions were either given away
or sold by other publishers for under $400. A full 32-volume set of Encyclopedia
Britannica weighs about 120 pounds, costs a minimum of $ 1,500, and takes up four
and one-half feet of shelf space.: If Britannica had defined its business as providing
information instead of publishing books, it might not have suffered such a precipitous
fall.

(3) Those to whom the product is directed

A sales-oriented organization targets its products at “everybody” or “the average
customer”. A market-oriented organization aims at specific groups of people.’ The
fallacy of developing products directed at the average user is that relatively few average
users actually exist. Typically, populations are characterized by diversity. An average
is simply a midpoint in some set of characteristics. Because most potential customers are
not “average”, they are not likely to be attracted to an average product marketed to the
average customer. A market-oriented organization recognizes that different customer
groups want different features or benefits. It may therefore need to develop different
goods, services, and promotional appeals. A market-oriented organization carefully
analyzes the market and divides it into groups of people who are fairly similar in terms

of selected characteristics. Then the organization develops marketing programs that will
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bring about mutually satisfying exchanges with one or more those groups.

(4) The firm’s primary goal

A sales-oriented organization seeks to achieve profitability through sales volume
and tries to convince potential customers to buy, even if the seller knows that the
customer and product are mismatched. Sales-oriented organizations place a higher
premium on making a sale than on developing a long-term relationship with a customer.
In contrast, the ultimate goal of most market-oriented organizations is to make a profit
by creating customer value, providing customer satisfaction, and building long-term
relationships with customers.

e Customer value is the ratio of benefits to the sacrifice necessary to obtain those
benefits,

o Customer satis faction is customers’ evaluation of a good or service in terms of
whether it has met their needs and expectations. "

(5) Tools the organization uses to achieve its goals

Sales-oriented organizations seek to generate sales volume through intensive
promotional activities, mainly personal selling and advertising. In contrast, market-
oriented organizations recognize that promotion decisions are only one of four basic
marketing mix decisions that have to be made: product decisions, place (or
distribution) decisions, promotion decisions, and pricing decisions. A market-oriented
organization recognizes each of these four components as important. Furthermore,
market-oriented organizations recognize that marketing is not just a responsibility of the
marketing department. Inter-functional coordination means that skills and resources

throughout the organization are needed to deliver superior customer service and value.

1.2 Strategic Marketihg Planning

1.2.1 The Nature of Strategic Planning

Strategic planning is the managerial process of creating and maintaining a fit
between the organization’s objectives and resources and the evolving market opportunities.
The goal of strategic planning is long-run profitability and growth. Thus, strategic
decisions require long-term commitments of resources.

A strategic error can threaten a firm’s survival, whereas a good strategic plan can
help protect and grow the firm’s resources. For instance, if March of Dimes had decided
to focus on fighting polio, the organization would no longer exist. Most of us view polio
as a conquered disease. The March of Dimes survived by making the strategic decision

to switch to fighting birth defects.
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Strategic marketing management addresses two questions: what is the organization’s
main activity at a particular time? How will it reach its goals? Here are some examples
of strategic decisions:

e PepsiCo’s introduction of Pepsi edge and coca-cola’s introduction of C2, both of
which boast half the carbs, sugar, and calories of regular colas but with more flavor
than diet sodas.

e The decision of Sears to buy Lands’ End, a successful clothing catalog and
online retail business, for $1. 9 billion. The move could upgrade Sears’ image and
increase its presence in the catalog business and on the internet. Lands’ End clothing
will enjoy greater retail distribution in Sears’ stores.

All these decisions have affected or will affect each organization’s long-run course,
its allocation of resources, and ultimately its financial success. How do companies go
about strategic marketing planning? How do employees know how to implement the

long-term goals of the firm? The answer is marketing plan.

1.2.2 What Is a Marketing Plan?

Planning is the process of anticipating future events and determining strategies to
achieve organizational objectives in the future. Marketing planning involves designing
activities relating to marketing objectives and the changing marketing environment.
Marketing planning is the basis for all marketing strategies and decisions. Issues such as
product lines, distribution channels, marketing communications, and pricing are all
delineated in the marketing plan. The marketing plan is a written document that acts as

a guidebook of marketing activities for the marketing manager.

1.2.3 Why Write a Marketing Plan?

By specifying objectives and defining the actions required to attain them, a
marketing plan provides the basis by which actual and expected performance can be
compared. Marketing can be one of the most expensive and complicated business
activities, but it is also one of the most important. The written marketing plan provides
clearly stated activities that help employees and managers understand and work toward
common goals,

Writing a marketing plan allows you to examine the marketing environment in
conjunction with the inner workings of the business. Once the marketing plan is
written, it serves as a reference point for the success of future activities. Finally, the
marketing plan allows the marketing manager to enter the marketplace with an

awareness of possibilities and problems.
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1.2.4 Marketing Plan Elements

Marketing plans can be presented in many different ways. Most businesses need a
written marketing plan because the scope of a marketing plan is large and can be
complex. Details about tasks and activity assignments may be lost if communicated
orally. Regardless of the way a marketing plan is presented, some elements are common
to all marketing plans. (See Exhibit 1. 1)

Exhibit 1.1 Elements of Marketing Plan

(1) Defining the business mission . —
Business Mission

The foundation of any marketing Statement

plan is the firm’s mission statement,

. ] Objectives
which answers the question, “ What

business are you in?” Business mission i
y : Situation or SWOT

definition profoundly affects the firm’s Analysis

long-run resource allocation, profitability,

Marketing Strategy

and survival. The mission statement is
based on a careful analysis of benefits

sought by present and potential customers

Marketing Mix

and analysis of existing and anticipated
e Distribution
The firm’s

environmental conditions.

mission statement establishes boundaries m

for all subsequent decisions, objectives,

and strategies. Implementation
Evaluation
Control

(2) Setting marketing plan objectives

Before the details of a marketing
plan can be developed, objectives for the plan must be stated. Without objectives, there
is no basis for measuring the success of marketing plan activities.

A marketing objective is a statement of what is to be accomplished through
marketing activities. To be useful, stated objectives should meet several criteria. First,
objectives should be realistic, measurable, and time specific. Second, objectives must
also be consistent with and indicate the priorities of the organization.

(3) Conducting a situation analysis

Before specific marketing activities can be defined, marketers must understand the
current and potential environment that the product or service will be marketed in. A
situation analysis is sometimes referred to as a SWOT analysis ; (See Exhibit 1. 2) that
is, the firm should identify its internal strengths and weaknesses and also examine

external opportunities and threats,




Exhibit 1.2 SWOT ANALYSIS

Positive Negative
Internal Strengths v Weaknesses
Factors e Technological skills + 'Absence of important skills
¢ Leading brands ¢ Weak brands
e Distribution channels » Poor access to distribution
» Customer loyalty ¢ Low customer retention
e Production quality e Unreliable product or service
e Scale e Sub-scale
e Management * Management
External | Opportunities ‘ Threats
Factors + Changing customer tastes ¢ Changing customer tastes
¢ Technological advances ¢ Technological advances
* Changes in government politics e Changes in government politics
* Lower personal taxes » Tax increases
e Change in population age » Change in population age
‘e New distribution channels ¢ New distribution channels

When examining internal strengths and weaknesses, the marketing manager should
focus on organizational resources such as production costs, marketing skills, financial
resources, company or brand image, employee capabilities, and available technology.
When examjéing external opportunities and threats, marketing managers must analyze
aspects of the marketing environment. This process is called environmental scanning —
the collection and iAn;"terpretation of information about forces, events, and relationships
in the external environment that may affect the future of the organization or the
implementation of the marketing plan. The six most often studied macro-environmental
forces are social, demographic, economic, technological, political and legal, and competitive.

(4) Delineating a target market

A market segment is a group of individuals or organizations that share one or more
¢haracteristics. They therefore may have relatively similar product needs. The target
market strategy identifies the market segment or segments on which to focus. L0]

This process begins with a market opportunity analysis (MOA)—the description
and estimation of the size and sales potential of market segments that are of interest to
the firm and the assessment of key competitors in these market segments. After the
firm describes the market segments, it may target one or more of them.

(5) Establishing components of the marketing mix

The term marketing mix refers to a unique blend of product, place (distribution),
promotion, and pricing strategies (often referred to as the four Ps) designed to produce

mutually satisfying exchanges with a target market. ')
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The marketing manager can control each component of the marketing mix, but the
strategies for all four components must be blended to achieve optimal results. Astute
marketing managers devise marketing strategies to gain advantages over competitors and
best serve the needs and wants of a particular target market segment. By manipulating
elements of the marketing mix, marketing managers can fine-tune the customer offering
and achieve competitive success.

(6) Implementation

Implementation is the process that turns marketing plans into action assignments
and ensures these assignments are executed in a way that accomplishes the plans’
objectives. Implementation activities may involve detailed job assignments, activity
descriptions, timelines, budgets, and lots of communication.

(7) Evaluation and control

After a marketing plan is implemented, it should be evaluated. Evaluation entails
gauging the extent to which marketing objectives have been achieved during the
specified time period.

Once a plan is chosen and implemented, its effectiveness must be monitored.
Control provides the mechanisms for evaluating marketing results in the light of the
plan’s objectives and for correcting actions that do not help the organization reach those
objectives within budget guidelines. Firms need to establish formal and informal control

programs to make the entire operation more efficient.

1.3 Product Decisions

1.3.1 Product Concepts

The product offering, the heart of an organization’s marketing program, is usually
the starting point in creating a marketing mix. A marketing manager cannot determine a
price, design a promotion strategy, or create a distribution channel until the firm has a
product to sell.

A product may be defined as everything, both favorable and unfavorable, that a
person receives in an exchange. A product may be a tangible good like a pair of shoes, a
service like a haircut, an idea like “don’t litter”, or any combination of these three.
Packaging, style, color, options, and size are some typical product features. Just as
important are intangibles such as service, the seller’s image, the manufacturer’s
reputation, and the way consumers believe others will view the product. ‘

Products can be classified as either business or consumer products, depending on

the buyer’s intentions. "%} The key distinction between the two types of products is their




