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Unit 1
Introductlon to Core
‘Marketing Concepts

Text

‘What does the term ‘marketing mean? Many people think of
marketing only as selling and advertising. And no wonder—every day we
are bombarded with television commercials, newspaper ads, direct-mail
offers, sales calls, and Internet pitches. However, selling and advertising
are only the tip of the marketing iceberg. Although they are important,
they are only two of many marketing functions and are often not the most
important ones. The famous management guru Peter Drucker explains
marketing this way: “The aim of marketing is to make selling superfluous.
The aim is to know and understand the customer so well that the product
or service fits him or her and sells itself.” This is not to say that selling and
advertising are unimportant, but rather that they are only part of larger

“marketing mix” (a set of marketing tools that work together to affect the
marketplace) that must be orchestrated for maximum impact on the
marketplace.

Today, marketing must be understood not in the old sense of making
a sale—*“telling and selling”—but in the new sense of satlsfymg customer
needs. If the marketer does a good job of understandmg consumer needs,
develops products that provide superior value, and prices, distributes, and
promotes them effectively, these products will sell very easily.

The famous American marketing Professor Philip Kolter defines



marketing as a social and managerial process by which individuals and
groups obtain what they need and want through creating and exchariging
products and value with others. To explain this definition, we will examine
the following important core marketing concepts: needs,” wahts, and
demands; marketing offers (products services, and experiences); value
and satisfaction; exchanges transactions, ahd relationships; and-markets.
These core marketing concepts are linked, with each concept building on
the one before it.
Wants are the form human needs take as they are shaped by culture
and individual personality. A person in China needs food but wants
. typically rice, noodle, and drinks green tea. Japanese may eat a lot of rice,
sushi, fish and other seafood. An American needs food but wants Big Mac, '
french fries, and a soft drink. Wants are shaped by one’s society and are
described in terms of objects that will satisfy needs. When backed by
buying power, wants: become demands. Given their wants and resources,
) people demand products with benefits that add up to the most value and
satlsfactlon '
Outstanding marketing companies go to great lengths to learn about
and understand their customers’ needs, wants, and demands. They conduct .
consumer research and analyze mountains of customer sales, warranty, and
service data. Their people at all levéls—including top management—stay
close to customers. For example, top executives from Wal-Mart spend two
days each week visiting stores and mingling with customers. At consumer
products giant Procter & Gamble, top executives even visit with ordinary
consumers in their homes and on shopping trips. “We read the data and
look at the charts,” says one P&G executive, “but to shop [with consumers]
and see how the woman is changing retailers to save 10 cents on a loaf of
bread [so she can] 'spend it on things that are more important—that’s
important to us to keep front and center.” |



Marketing Offers—Products, Services, and Experiences
’ Companies address needs by putting forth a value proposition, a set
of benefits that they promise to consumers to satisfy their needs. The value
proposition is fulfilled through a marketing offer—some combination of
products, services, information, or experiences offered to a market to
satisfy a need or want. Marketing offers are not limited to physical
products. In addition to  tangible products; marketing offers- include
services, activities or benefits offered for sale that are esse‘ntially' _
intangible and do not result in the ownership of anything. Examples
include banking, airline, hotel, accounting services, medical services and
home repair services. More broadly, marketing offers also include other
entities, such as persons, places organizations, information, ‘and ideas.
Many sellers .make the mistake of paying more attention to the
specific products they: offer than to the benefits and experiences produced
by these products. They see themselves as selling a product rather than
providing a solution to a need. A manufacturer of quarter-inch drill bits
may think that the customer needs a drill bit. But what the customer really
needs is a quarter—inch-hble. These sellers may suffer from “marketing
myopia.” They are so taken with their products that they focus only on
existing wants and lose sight of underlying customer needs. They forget
that a product is only a tool to solve a consumer problem. These sellers
will have trouble if a new produét comes along that serves the customer’s
need better or less expensively. The -customer with the same need will

. want the new product

Thus, smart marketers look beyond the attnbutes of the products and
services they sell. They-create brand meaning and brand experiences for
consumers. For example, Coca-Cola means much more to consumers than
just something to drink—it has become an American icon with a rich
tradition and meaning. And Nike is more than just shoes, it’s what the
shoes do-for you and where they take you. The familiar -Nike swoosh



stands for high sports performance, famous athletes; and a “Just-Do It!”
attitude. By orchestrating several services and products, companies can
create, stage, and market brand experiences.
Value and Satisfaction . '
Consumers usually face a broad array of products and services that
might satisfy a given need. How do they choose among these many
marketing offers? Consumers make choices based on their percepti-onsz of .
the value and satisfaction that various products and services deliver.
Customer value is the difference between the values the customer
*gains from owning and using a product and the costs of obtaining the
product. Customers form expectations about the value of various
marketing offers and buy accordingly. How do buyers form their
expectations? Customer expectations are based on past buying experiences,
the opinions of friends, and marketer and competitor information and
promises. ,

X

Customer satisfaction with a purchase depends on how well the
product’s performance lives up. to the customer’s expectations. Customer
satisfaction is a key influence on future buying behavior. Satisfied
customers buy again and tell others about their good experiences.
Dissatisfied customers often switch to competitors and disparage the
product to others. ’ \

Marketers must be careful to set the right level of expectations. If
they set expectations too low, they may satisfy those who buy but fail to
attract enough buyers. If they raise expectations too High, buyers will be
disappointed. Customer value and customer satisfaction are key building
blocks for developing and managing customer relationships.

Exchange, Transactions, and Relationships _

Marketing occurs when people decide to satisfy needs and wants .
through exchange. Exchange is the act of obtaining a desired object from
someone by offering something in return. Whereas exchange is the core

4



concept of marketing, a transaction, in turn, is marketing’s unit of
measurement. A transaction consists of a trade of values between two
parties: One party gives X to another party and gets Y in return. For
example, you pay Wal-Mart ¥ 12,000 (RMB) for an HD television set.

In the broadest sense, the marketer tries to bring about a response to
some marketing offer. The response may be more than simply buying or
trading products and services. A political candidate, for instance, wants
votes, a church wants membership, and a social-action group wants idea
acceptance. ' '

Marketing consists of actions.taken to build and maintain desirable
exchange relationships with target audiences involving a product, service,
idea, or other object. Beyond simply attracting new customers and creating
transactions, the goal is to retain customers and grow their business with
the company. Marketers want to build strong economic and social
connections by promising and consistently delivering superior value. We
. will discuss the important concept of customer relationship management in
more details later. ‘
Markets ‘

The concepts of exchange and relationships lead to the concept of a
market. A market is the set of actual and potential buyers of a product.
These buyers share a particular need or want that can be satisfied through
exchange relationships. The size of a market depends on the number of
people who exhibit the need, have resources to. engage in exchange, and
are willing to exchange these resources for what they want.

Originally the term market stood for the place where buyers and
sellers gathered to exchange their goods, such as a village square.
Economists use. the term market to refer to a collection of buyers and
sellers who transact in a particular product class, as in the housing market
- or the grain market. Marketers, however, see the sellers as constituting an
industry and the buyers as constituting a market.



Marketers are keenly interested in markets. Each nation’s economy
and the whole world economy consist of complex, interacting sets of
markets that are linked through exchange processes. Marketers work to
understand the-needs and wants of specific markets and to select: the
markets that they can serve best. In turn, they develop products and
services that' create value and satisfaction for customers in these markets.
The result is profitable long-term customer relationships.

Marketing . ,

The concept of markets finally brings us full circle to the concept of
marketing. Marketing means managing markets to, bring about profitable
exchange relationships. by creating value and satisfying needs and wants.
Thus, we return to our definition of marketing as a process by which
individuals and groups obtain what they need and want by creating and
exchanging products and value with others. ;

Creating exchange: relationships involves work. Sellers must search
for buyers, identify their needs, design good marketing offers, set prices
for them, promote them, and store and deliver them. Activities such as
product development, research, communication, distribution, pricing, and
service are core marketing activities. Although we normally think of
marketing as being carried on by sellers, buyers also carry on marketing:
Consumers do marketing when they search for the goods they need at
prices they can: afford. Company purchasihg agents do marketing when
they track down sellers and bargain for good terms. :

Figure 1.1 shows the main elements in a modern marketing system.
In the usual situation, marketing involves serving a market of end users in
the face of competitors. The company and the competitors send- their
respective offers and messages to consumers, either directly or through
marketing intermediaries. All of the actors in the system are affected by
major environmental forces (demographic, - economic, :physical,
technological, political, legal, social, cultural)..

6



- Company
(Marketer) | -
. Marketing End-user
Suppliers - .
intermediaries : market
»| Competitors y

Figure 1.1 Elements of a modern marketing system

Each party in the system adds value for the next level. Thus, a -
company’s success depends not only on its own actions but also on how
well the entire system serves the needs of final consumers. Supermarket
chains like Wal-Mart and Carrefour cannot fulfill its promise of low prices
unless its suppliers provide merchandise at low costs. And car makers
cannot deliver high quality to car buyers unless its dealers proVide
outstanding service. | B v

Glossary '

bombard v.  to assail vigorously B, HEfF

gurun. arecognized leader in a field (FE—4HEA)) K

superfluous adj.  being beyond what is required or sufficient £RKH; R
HEH ‘

pitchn. an advertisement | %5

sushi n. cold cooked rice dressed with vinegar that is shaped into bite-
sized pieces and topped with raw or cooked fish, or formed into a roll
,with fish, egg, or vegetables and wrapped in seaweed 7]



intermediary n. one that acts as an agent between persons or thmgs a
means AP :

intangible n. something intangible, especially an asset that cannot be per-
ceived by the senses FTLHEHIARTE (HLHRBRIEABIFIF™)

myopia n.  lack of discernment or long-range perspective in thinking or
planning BRFZR, BRZ AN

swoosh n.  the Nike corporate logo so called from 1989 ¥4 ] B‘Jﬁiu

shape v. to give a particular form to; create ¥3&, Bl

athlete n.  a person possessing the natural or acquired traits, such as
strength, agility, and endurance, that are necessary for physical
exercise or sports, especially those performed in competitive contexts
YAl :

orchestrate v. to arrange or manilpulate, esp. by means of clever or
thorough planning or maneuvering -+ YA HLE &7 —#8; KK
%ﬁ%ﬁ%ﬁ?&%ﬁﬁéﬂéﬁjﬁﬁ%ﬂ—“gﬁ | .

d1sparage v. to speak of or treat shghtmgly, to depreciate; to belittle %?ﬂ,
s |

transaction n. a trade of values between two parties or something
transacted, especially a business agreement or exchange x5

Key Terms and Concep,ts.

customer satisfaction: the extent to which a "product’s perceived
~ performance matches a buyer’s expectations JBZ 1 &
demands: human wants that are backed by buying power 3k
exchange: the act of obtalmng a desired object from someone’ by offering
something in return A ¥k
market: the set of all actual and potential buyers of a product or service 3%
mérketing: a social and managerial process whereby individuals and
groups obtain what they need and want through creating and



exchanging products and value with others 773574

marketing concept: the marketing management philosophy that holds that
achieving organizational goals depends on determining the needs and
wants of target markets and delivering the desired satisfactions more
effectively and efficiently than competitors do TiiZE MW

marketing offer: some combination of products, services, information, or
experiences offered to a market to satisfy a need or want 45345,

needs: a state of felt deprivation EE, Fi®

transaction: a trade of values between two parties 3% 5

wants: the form taken by a human need as shaped by culture and
individual personality #X8, Fr&k .

Exercises

L. Discussion and Review Questions:

1. In your own words, what does the term marketing mean?

2. Marketing is managing profitable customer relationships. Discuss the
concept of customer value and how it relates to successful marketing.

3. What are the marketing offers? Can experiences be part of the
marketing offer(s)?

4. What-is customer value and what factor or factors could influence the
customer satisfaction? .

5. What is an exchange?

6. What is a transition? And what’s the difference between exchange and
transaction? :

7. What are needs? And what are wants?

8. Could you tell the difference between needs and wants?

II. Vocabulary Review: ) , ‘
Without referting to the text, fill in the bianks in the following

9.
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sentences with the correct words from the list. You may change the tense,
number; or form of the words to fit the cohtext. Use each word only once;
not all of the words on the list will be used.

orchestrate - intangible intermediaries opinions

transaction . . shape guru . disparage want.

need exchange bombard demand

1. Many people think of marketing only as selling and advertising. And no
Wonder—every day we are with television commercials,
newspaper ads, direct-mail offers, sales calls, and Internet pitches.

2. Wants are by one’s society and are described in terms of
objécts that will satisfy needs.

3.A consists of a trade of values between two parties: One

party gives X to another party and gets Y in return,
4. Satisfied customers buy again and tell others about their good
experiences. ‘Dissatisfied customers often switch to competitors and

the product to others.
5. In addition to tangible products, marketing offers include services,

activities or benefits offered for sale that are essentially _ and
do not result in the ownership of anything. '

6. By several services and products, companies can create,
stage, and market brand experiences.

7. Famous business management

Peter Drucker said, “The aim of
marketing is to make selling superfluous.” C
8. Customer expectations are based on past buying experiences, the
of friends, and marketer and competitor mformatlon and
promises.
9. The company and the competitors send their respective offers and mess-
. ages to consumers, either directly or through marketing
10. Marketing means managing markets to bring about profitable
~ relqtionships by creating value and satisfying needs and wants.

10



III. Match thé terms and expressions on the left with the explanations on
the right: - ’

1. marketing offer a. the set of all actual and potential buyers of a
: product or service.
2. demands b. the form taken by a human need as shaped by

culture and individual personality
3. customer satisfaction c. the act of obtaining a desired object from
someone by offering something in return

4. exchange : d. some combination of products, services,
" information, or experiences offered to a market
to satisfy a need or want _

5. marketing concept €. human wants that are backed by buymg power.
6.wants f. the extent to which a product’s perceived
’ performance matches a buyer’s expectations

7. market ~ g.a state of felt deprivation
8. needs h. the marketing management philosophy that

holds that achieving. organizational goals
depends on determining the needs and wants of
target markets and delivering the desired
satisfactions more effectively and efficiently
than competitors do

IV. True or False Statements:

1. Exchange is synonymous with transaction. ( ~ )

2. Marketers and economists agree on the definition of the term
“market.” () '

3. The following are entities which are commonly marketed: goods,
services, distances, ideas, and information. ()

4. Tn marketing sense, Dalian may be considered a product. « )

5. Selling and advertising are all about marketing. ( )

11 .



