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The Wharton School

Business Week ranked the Wharton MBA program first in the United States for the third
time. This rating can be traced to the entrepreneurial marketing thinking and positioning insight
of Professor Jerry Wind, a colleague in the Marketing Department of the Wharton School. Jer-
ry headed the faculty- student- alumni- administration committee that developed the new Wharton
curriculum in the early 1990s. When the faculty adopted the innovative new curriculum, Jerry
was the person who did most of the public relations interviews following the approval.

In every interview Jerry repeated four key phrases over and over. Wharton will train man-
agers who are global, cross- functional, good leaders, and leveraged by technology. These
benefits were designed into the new curriculum because the school’ s research showed them
to be very valuable to Wharton’ s various constituencies and not perceived as delivered by the
other premier business schools. All of the other Wharton administrators who spoke to the
press took their cue from Jerry and also emphasized those four attributes over and over. Be-
cause these all were fairly new concepts for business schools to adopt and because Wharton
was the first major business school to overhaul its cumiculum, all the major business media
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picked up the story and gave it emphasis. Most of the target segments that Wharton wanted to
influence changed their perception of Wharton® s position because of this media blitz.

There was a perceptual vacuum on most of those attributes that Wharton was able to fill.
Once a perception has been lodged in someone’ s mind, it is not easily changed. Thus, in the
competition among business schools, it has been very difficult for a major business school to
capture from Wharton the public’ s perception of distinctiveness on any of those four dimen-
sions.

There was a lot more to the new curriculum than the four phrases that were emphasized.
However, because Jerry is a positioning expert, he knew that the target markets would be
able to perceive only a limited number of differentiating attributes. The market research done
by Jerry’ s committee helped them to decide the four most important new differentiating attrib-
utes to stress. |f the school had tried to publicize all of the new attributes of the new curricu-
lum, the message would have been diluted and the school would not have been able to reach
its preeminent perceptual position with its target markets.

Again for perspective, 53 percent of the Inc. 500 CEOs did many positioning studies, but
only 26 percent of the non-Inc. 500 did them. One of the reasons behind the Inc. 500 suc-
cess could be their positioning.

IE3C Text

1.1 Marketing Management Philosophies

We define marketing management as the analysis, planning, implementation, and control of
programs designed to create, build, and maintain beneficial exchanges with target buyers for the
purpose of achieving organizational objectives.

Since we describe marketing management as carrying out tasks to achieve desired exchanges with
target markets, what philosophy should guide these marketing efforts? What weight should be given to
the interests of the organization, customers, and society? These interests conflict quite often.

There are five alternative concepts under which organizations conduct their marketing activi-
ties; the production, the product, the selling, the marketing, and the societal marketing con-

cepts.

1.1.1 The Production, Product and Selling Concepts

1. The Production Concept
The production concept is one of the oldest concepts in business. It holds the philosophy that
consumers will favor those products that are widely available and low in cost. Managers of production-
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oriented organizations concentrate on achieving high production efficiently and wide distribution.

The production concept is still a useful philosophy in two types of situations. The first situa-
tion occurs when the demand for a product exceeds the supply, as in many developing countries.
Here consumers are more interested in obtaining the product than in its fine points, and suppliers
will concentrate on finding ways to increase production. The second situation occurs when the
product’ s cost is too high and improved productivity is needed to bring it down. Texas Instru-
ments (TI) provides an example. TI is one of the leading U. S. exponents of the “get- out- pro-
duction, cut-the-price” philosophy that Henry Ford pioneered in the early 1900s to expand the
automobile market. TI puts all its efforts in building production volume and improving technology
in order to bring down costs. It uses its lower costs to cut prices and expand the market size and
strives to achieve the dominant position in its markets.

However, companies operated under the production philosophy often run a major risk of focu-
sing too narrowly on their own operations. For example, when TI used this strategy in the digital
watch market, it failed. Although TI’ s watches were priced low, customers did not find them very
atiractive. TI lost sight of something else besides low prices that its customers wanted — namely,
affordable, attractive digital watches. Furthermore, the production concept is open to charges of
impersonality and poor service quality.

2. The Product Concept

Another major concept guiding sellers, the product concept, holds that consumers will favor
products that offer the most quality, performance, and innovative features. Managers of product-
oriented organizations focus their energy on making superior products and improving them over
time. )

Product- oriented companies often design products without customer input. They trust that
their engineers will know how to design or improve the product. Very often they will not even ex-
amine competitors’ products. A General Motors executive said years ago: “how can the public
know what kind of car they want until they see what is available?” GM’s designers and engineers
would develop plans for a new car. Then manufacturing would make it. Then the finance depart-
ment would price it. Finally, marketing and sales would try to sell it. No wonder the car required
such a hard sell! Fortunately, GM is today asking customers what they value in a car and bringing
marketing people in at the very beginning stages of car design.

The product concept can lead to “ marketing myopia”. Railroad management thought that us-
ers wanted trains rather than transportation and overlooked the growing challenge of airlines, bu-
ses, trucks, and automobiles. Some manufacturers believe that building a better mousetrap will
lead people to beat a path to its door. But they are often rudely shocked. Buyers may well be loo-

king for a better solution to the mouse problem, but not necessarily for a better mousetrap. The

3
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solution might be a chemical spray, an exterminating service, or something else that works better
than a mousetrap. Furthermore, a better mousetrap will not sell unless the manufacturer designs,
packages, and prices it atiractively; places it in convenient distribution channels; brings it to the

attention of people who need it; and convinces buyers that it is a better product than those of com-
petitors.

3. The Selling Concept

The selling concept is another common approach. Many organizations follow the selling con-
cept, which holds that consumers will not buy enough of the organization’ s products unless it
undertakes a large- scale selling and promotion effort. This concept is typically practiced with un-
sought goods — those that consumers do not normally think of buying, such as encyclopedias or
insurance. These industries must be good at tracking down prospective buyers and selling them
products with benefits.

Most firms practice the selling concept when they have overcapacity. Their aim is to sell what
they make rather than make what the market wants. In modern industrial economies, productive
capacity has been built up to such a high point that most markets are buyer markets and sellers
have to scramble hard for customers. Prospects are bombarded with television commercials, news-
paper ads, direct mails, and sales calls. At every turn, someone is trying to sell something. As a
result, the public often identifies marketing with hard selling and advertising,

Therefore, people are surprised when they are told that selling is not the most important part
of marketing. Selling is only the tip of the marketing iceberg. Peter Drucker, one of the leading
management theorists, puts 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 or her 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. ”

Indeed, marketing based on hard selling carries high risks. It assumes that customers who
are coaxed into buying the product will like it. Or, if they don’t like it, they will possibly forget
the disappointment and buy it again. These are usually poor assumptions to make about buyers.
Most studies show that dissatisfied customers do not buy again. Worse yet, a dissatisfied customer
may tell ten others about his or her bad experiences, while the average satisfied customer tells

three others about good buying experiences; bad news travels faster.

1.1.2 The Marketing Cdncept and Societal Marketing Concept

1. The Marketing Concept

The marketing concept, whose central tenets erystallized in the mid- 1950s, is a business
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philosophy that challenges the above three concepts. It holds that achieving organizational goals
depends on integrating marketing activities toward determining and satisfying the needs and wants
of target markets more effectively and efficiently than competitors do. Under this concept, compa-
nies produce what consumers want, thereby satisfying consumers and making profits.

The marketing concept has been stated in many colorful ways, such as “You’ re the boss”
(United Airlines) ; “We’ re not satisfied until you are” ( General Electric) ; and “To do all in
our power to pack the customer’ s dollar full of value, quality, and satisfaction” (JC Penney).

Professor Theodore Levitt of Harvard drew a perceptive contrast between the selling concept
and the marketing concept.

“Selling focuses on the needs of the seller; marketing on the needs of the buyer. Selling is
preoccupied with the seller’ s need to convert his product inte cash; marketing with the idea of
satisfying the needs of the customer by means of the product and the whole cluster of things associ-
ated with creating, delivering and finally consuming it. ”

The differences between the two concepts can also be illustrated in Table 1- 1. The selling
concept takes an inside-out perspective. It starts with the factory, focuses on the company’s ex-
isting/products, and calls for heavy selling and promotion to obtain profitable sales. In contrast,
the marketing concept takes an outside-in perspective. It starts with a well-defined market, focu-
ses on customer needs, integrates all the activities that will affect customers, and makes profits by

creating long- term customer relationships based on customer value and satisfaction.

Table 1-1 The Selling and Marketing Concepts Contrasted

Concept Starting point Focus Means Ends
Selling and promo- Profits through sales
Selling Factory Products
ting volume
Integrated market- Profits through customer
Marketing Target market  Customer needs .
ing satisfaction

Sources; Philip Kotler, Gary Amstrong,“ Marketing” , Prentice Hall, 1996.

2. Four Pillars for Marketing Concept

The marketing concept rests on four pillars which will be discussed below: target market,
customer needs, integrated marketing, and profitability.

Target market No company can operate in every market and satisfy every need. Nor can it
always do a good job within one broad market. Even Microsoft cannot offer the best solution for ev-
ery information processing need. Companies can do best when they define their target market(s)
carefully and prepare a tailored marketing program. One example of successful target marketing

came about after the 1990 census which focused marketers’ attention on minority groups’ increas-

5
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ing buying power. Estee Lauder, Maybelline, and some other cosmetic giants have begun to target
African- Americans with special product lines designed for darker skin tones. Prescriptives, a sub-
sidiary of Estee Lauder, launched its “All Skins” line offering 115 different shades of foundation
in the fall of 1992. The senior executive of creative marketing at Prescriptives credits “ All Skins”
for a 45% increase in Prescriptives’ sales since the new line was launched. Sales of Maybelline’ s
Shades of You, another line of cosmetics for African- American women, reached $ 15 million in
its first 10 months on the market.

Customer needs Although marketing is about meeting needs profitably, understanding cus-
tomer needs and wants is not always a simple task. Some customers have needs of which they are
not fully conscious. Or they cannot articulate these needs. Or they use words that require some in-
terpretation. For example, what does it mean when a customer asks for an “inexpensive” car?
The marketer must probe it further and distinguish among five kinds of needs:

® Stated needs (the customer wants an inexpensive car)

® Real needs (the customer wants a car whose operating cost, not its initial price, is low)

® Unstated needs ( the customer expects good service from the dealer)

® Delight needs (the customer wants to buy a car and receives a complimentary U. S. road

atlas )

® Secret needs (the customer wants to be seen by others as a value- oriented savvy consumer)

Responding only to the customer’ s stated needs may shortchange the customer. Consider a
customer who enters a hardware store and asks for a sealant to seal windows to frames. This cus-
tomer is st;ling a solution, not a need. The need is to affix glass to a wooden frame. The hardware
store salesperson might suggest a better solution than a sealant, namely using a tape. The tape has
the additional advantage of zero curing time. In this case, the salesperson has aimed to meet the
customer’ s real need, not the stated need.

Customer- oriented thinking requires the company to define customer needs from the custom-
er’ s point of view. Every buying decision involves trade-offs, and management cannot know what
these are without researching customers. Thus a car buyer would like a safe, attractive, reliable
high- performance car that costs less than $ 10,000. Since all these features cannot be combined
in one car, the car designers must make hard choices based on knowing customer trade- offs.

In general, a company can respond to customers’ requests by giving customers what they
want, or what they need, or what they really need. The key to professional marketing is to under-
stand their customers’ real needs and meet them better than any competitor can.

Some marketers draw a distinction between responsive marketing and creative marketing. A
responsive marketer finds a stated need and fills it. A creative marketer discovers and produces

solutions that customers did not ask for but to which they enthusiastically respond. The Sony Cor-
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poration is a good example of a company that goes beyond “customer-led” marketing. Sony is a
marketing- driving firm, not just a market- driven firm. Akio Morita, Sony’s founder, proclaims
that he doesn’t serve markets; he creates markets.

Why is it very important to satisfy the target customer? Because a company’ s sales each peri-
od come from two groups; new customers and repeat customers. It is estimated that attracting a
new customer can cost five times as much as pleasing an existing customer. And it might cost si;c-
teen times as much to bring the new customer to the same level of profitability as the lost custom-
er. Customer retention is thus more important than customer attraction. The key to customer reten-
tion is customer satisfaction. A highly satisfied customer stays loyal longer, offers product/service
‘ideas to the company, talks favorably about the company and its products, buys more as the com-
pany introduces new products and upgrades existing products, and costs less to serve than new
customers because transactions are routinized.

Some companies think that they are getting a measure of customer satisfaction by tallying the
number and types of customer complains they receive each period. But in fact, 95% of dissatis-
fied customers don’t complain; many may just stop buying. The best thing a company can do is
to make it easy for the customers to complain. Suggestion forms found in hotel room and company
“hot lines” such as those run by Procter & Gamble and General Electric serve this purpose.
These companies hope that customers will call them with suggestions, inquiries, and even com-
plaints. 3M claims that over two thirds of its product- improvement ideas come from its customer
complains.

Integrated marketing When all the company’ s departments work together to serve the
customer’ s interests, the result is integrated marketing. Unfortunately, not all employees are
trained and motivated to work for the customers. An engineer complained that the salespeople
were “always protecting the customer and not thinking of the company’ s interest” ! He went on to
blast customers for “asking for too much”.

Integrated marketing takes place on two levels. First, the various marketing functions must
work together, such as advertising, sales force, product management, and marketing research.
Too often the sales force is mad at the product managers for setting “too high a price” or “too high
a volume target” ; or the advertising director and a brand manager cannot agree on an advertising
campaign. All these functions must be coordinated from the customer’ s point of view. Second,
marketing must be well coordinated with other company departments. Marketing does not work
when it is merely a department ; it works only when all employees appreciate their impact on cus-
tomer satisfaction. As David Packard of Hewlett Packard put it; “Marketing is too important to be
left to the marketing department!”

To foster teamwork among all departments, the company carries out internal marketing as
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well as external marketing, External marketing is marketing directed at people outside the compa-
ny. Internal marketing is the task of successfully hiring, training, and motivating able employees
who want to serve the customers well. In fact, internal marketing must precede external market-
ing. It makes no sense to promise excellent service before the company’ s staff is ready to do.
Many managers who believe that the customer is the key to profitability consider the tradition-
al organization chart in Figure 1-1a — a pyramid with the president at the top, management in the
middle, and front- line people (sales and service people, telephone operators, receptionisis) and
customers at the bottom — to be obsolete. Master marketing companies know better; they invert
the chart, as shown in Figure 1-1b. At the top of the organization are the customers. Next in im-
portance are the front-line people who meet, serve, and satisfy the customers. Under them are the

middle managers, whose job is to support the front- line people so they can serve the customers

well. Finally, at the base is top management, whose job is to support the middle managers. We
have added customers along the sides of Figure 1-1b to indicate that all the company ' s managers

are personally involved in knowing, meeting, and serving customers.

Top management
a) b)
Figure 1-1 Integrated Marketing

Profitability The ultimate purpose of the marketing concept is to help organizations achieve
their goals. In private firms, the major goal is profit; in nonprofit and public organizations, it is
surviving and attracting enough funds to perform their work. In for- profit organizations, the key is
not to aim for profits as such but to achieve them as a byproduct of doing the job well. A company
makes money by satisfying customer needs better than its competitors do.

3. The Societal Marketing Concept

The societal marketing concept is the newest of the five marketing management philosophies.



