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LEARNING OBJECTIVES

LO1 Define the role of marketing in
organizations.

L02 List the elements of the
marketing mix.

LO3 Describe how marketers create
value for a product or service.

L04 Understand why marketing is

important both inside and outside
the firm.



hink of all the people you know

who own—or wish they owned—

an iPod or an iPad. What makes
these such hot items? After all, iPods
are just one of the many portable media
players on the market, and Apple’s mo-
bile tablet offers essentially the same
functions as a smartphone.

The difference is in Apple’s award-
winning commitment to innovation.? In-
novation isn’t just about building a better
mousetrap. As Apple knows, it's about
combining technology and design into
an end result that quickly and reliably
meets customers’ needs.? Apple’s prod-
ucts integrate well with one another,
which makes it easy for customers to
obtain music, photos, and content on all
their different devices, which they can

do at ever increasing speed in more and
more mobile environments.

The various iPod models are designed
to appeal to different types of users, rang-
ing from those who want music while
they exercise and need only a small de-
vice and limited features, to game players
and movie buffs who need a larger dis-
play, more storage capacity, Internet
connectivity, and a video camera. To offer
value to another group of customers,
namely, advertisers, Apple launched an
advertising platform that will make inter-
active ads available on the iPod touch.*
These solutions all constitute great value,
because users want them and are willing
to pay for them. They also have helped
keep iPod at the top of the MP3 market
ever since its introduction.

continued on p. 4




Good marketing is not a random activity; it requires
thoughtful planning with an emphasis on the ethical
implications of any of those decisions on society in general.

continued from p. 3

The latest introduction from Apple, iPads provide easy
touchscreen access to the web, e-mail, music, videos, and pho-
tos on a high-resolution 9.7-inch display. These devices can be
personalized for work or play (or both), because owners can
turn to the nearly 150,000 apps available through the company's
App Store. They also can purchase thousands of books, televi-
sion episodes, and movies through iTunes and iBookstore. Again,
Apple is not so shortsighted that it forgot its advertisers: The iPad
provides a far more interesting and interactive way for advertis-
ers to reach potential customers on a nicer, larger, clearer screen
than any smartphone currently achieves.

While these products are new, the actual technology is not
what earns Apple its position as an innovator. As a former CEO
noted years ago, “People talk about the technology, but Apple
was a marketing company. It was the marketing company of the
decade.”® Apple succeeds because the revolutionary products

it releases to the market provide the best value to customers. &

L01 Define the role of marketing in organizations.

WHAT IS MARKETING?

Unlike other subjects you may have studied, marketing
already is very familiar to you. You start your day by
agreeing to do the dishes in exchange for a freshly made
cup of coffee. Then you fill up your car with gas. You
attend a class that you have chosen and paid for. After
class, you pick up lunch at the cafeteria,
which you eat while reading a book on
your iPad. Then you leave campus to
have your hair cut and take in a movie.

On your bus ride back to school, you

pass the time by buying a few songs
from Apples iTunes. In each case, you
have acted as the buyer and made a deci-
sion about whether you should part with

your time and/or money to receive a par-

ticular service or merchandise. If, after you

4 SECTION1 | Assessing the Marketplace

return home, you decide to sell some clothes you don’t wear
much anymore on eBay, you have become a seller. And in each
of these transactions, you were engaged in marketing.

The American Marketing Association states that “market-
ing is the activity, set of institutions, and processes for creating,
capturing, communicating, delivering, and exchanging offerings
that have value for customers, clients, partners, and society at
large”” What does this definition really mean? Good marketing
is not a random activity; it requires thoughtful planning with an
emphasis on the ethical implications of any of those decisions
on society in general. Firms develop a marketing plan (Chap-
ter 2) that specifies the marketing activities for a specific period
of time. The marketing plan is broken down into various
components—how the product or service will be conceived or
designed, how much it should cost, where and how it will be
promoted, and how it will get to the consumer. In any exchange,
the parties to the transaction should be satisfied. In our previ-
ous example, you should be satisfied or even delighted with the
song you downloaded, and Apple should be satisfied with the
amount of money it received from you. The core aspects of
marketing are shown in Exhibit 1.1. Let’s see how these core
aspects look in practice.

Marketing Is about Satisfying
Customer Needs and Wants
Understanding the marketplace, and especially consumer
needs and wants, is fundamental to marketing success. In the

WHITER SMILE AFTER 1DAY.

Mk

Crest developed Whitestrips to satisfy its customers who
want white teeth.



v EXHIBIT 1.1 Core Aspects of Marketing

Marketing

Marketing can be
performed by both
individuals and

organizations.

broadest terms, the marketplace refers to the world of trade.
More narrowly, however, the marketplace can be segmented
into groups of people who are pertinent to an organization for
particular reasons. For example, the marketplace for toothpaste
users may include most of the people in the world, but the
makers of Crest could also divide them into adolescent, adult,
and senior users or perhaps into smokers, coffee drinkers, and
wine drinkers. If you manufacture a toothpaste that removes
coffee stains, you want to know for which marketplace seg-
ments your product is most relevant, and then make sure that
you build a marketing strategy that targets those groups. Cer-
tain coffee-drinking customers may prefer Crest Whitestrips,
whereas others, who also drink coffee, may opt for GoSmile to
obtain a more high-end at-home whitening procedure, and still
others choose to purchase professional whitening treatments
from a licensed dentist.

Although marketers would prefer to
sell their products and services to every-
one, it is not practical to do so. Because
marketing costs money, good marketers
carefully seek out potential customers who
have both an interest in the product and
an ability to buy it. For example, most peo-
ple need some form of transportation, and
many people would probably like to own
the new hybrid from Lexus. At over
$100,000, the Lexus LS 600h L is one of the
most sophisticated hybrid cars on the
market. But Lexus is not actually inter-
ested in everyone who wants an LS 600h L,
because not everyone can afford to spend
that much on a car. Instead, Lexus defines

(Sellers)

marketing
an organizational function
and a set of processes

for creating, capturing,
communicating, and
delivering value to
customers and for
managing customer
relationships in ways that
benefit the organization
and its stakeholders.

marketing plan
a written document
composed of an analysis
of the current marketing
situation, opportunities
and threats for the firr
marketing objectives. :
strategy specified in terms
of the four Ps, action '
programs, and projected
or pro forma income (and
other financial) statements.

Marketing is about
satisfying customer
needs and wants.

exchange the trade

of things of value between

the buyer and the seller
so that each is better off
its viable target market as those asaresuft.
consumers who want and can af-
ford such a product.® Although not
all companies focus on such a specific, and wealthy, target, all
marketers are interested in finding the buyers who are most

likely to be interested in their offers.

Marketing Entails an Exchange

Marketing is about an exchange—the trade of things of value
between the buyer and the seller so that each is better off as a
result. As depicted in Exhibit 1.2, sellers provide products or
services, then communicate and facilitate the delivery of their
offering to consumers. Buyers complete the exchange by giving
money and information to the seller. Suppose you learn about

v EXHIBIT 1.2 Exchange: Underpinning of Seller—Buyer Relationships
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marketing mix

(four Ps) product, price, .

place, and promotion—the
controllable set of activities
that a firm uses to respond
to the wants of its target
markets.

goods items that can be
physically touched.

service any intangible
offering that involves a deed,
performance, or effort that
cannot be physically
possessed; intangible
customer benefits that are
produced by people or
machines and cannot be
separated from the producer.

ideas intellectual

concepts—thoughts,
opinions, and philosophies.

a new Taylor Swift album by hear-
ing one of her songs on XM Satel-
lite radio. The same day, a friend
tweets that she loves the new al-
bum on her Twitter account, and
you visit the Taylor Swift Face-
book fan page, which is full of
recommendations. From there,
you click into the iTunes Store,
where you can purchase the song
you heard, multiple songs, or the
entire new album. You begin with
the song you heard, which you
continue to love after hearing it
several times, and go back to
iTunes and take advantage of its
offer to complete the album by
downloading the rest of the songs
to your iTunes library. Your bill-
ing information is already in the
company’s system, so you do not
have to enter your credit card

number or other information. Furthermore, iTunes creates a
record of your purchase, which it uses, together with your
other purchase trends, to create personalized recommenda-
tions of other albums or songs that you might like. Thus, Ap-
ple uses the valuable information you provide to facilitate
future exchanges and solidify its relationship with you.

e

Purchasing a Taylor Swift song from the iTunes store entails an exchange.

The customer gets the song, and Apple gets money and information.

6 SECTION1 | Assessing the Marketplace

v EXHIBIT 1.3 The Marketing Mix

Marketing Mix: ~ Value

4Ps
i . 1
Product Creating ‘
Aparet
Price Capturing
Place Delivering
Promotion Communicating

L02 List the elements of the marketing mix.

Marketing Requires Product, Price,

Place, and Promotion Decisions

Marketing traditionally has been divided into a set of four in-
terrelated decisions known as the marketing mix, or four
Ps: product, price, place, and promotion (as defined in
Exhibit 1.3).° The four Ps, or marketing mix, are the control-
lable set of activities that the firm uses to respond to the wants of
its target markets. But what does each of the Ps mean?

Product: Creating Value Although
marketing is a multifaceted function, its
fundamental purpose is to create value by
developing a variety of offerings, including
goods, services, and ideas, to satisfy cus-
tomer needs. Take water, for example. Not
too long ago, consumers perceived this ba-
sic commodity as, well, simply water. Water
came out of a faucet and was consumed for
drinking and washing. But taking a cue
from European firms like Perrier (France)
and San Pellegrino (Italy), several U.S.-
based firms such as Poland Springs, Smart-
water, and Pepsi’s Aquafina created a
product, bottled water, with benefits that
consumers find valuable. In addition
to easy, portable access to water, an essential
part of this newly created value is the




