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Preface





WELCOME TO THE FOURTH EDITION!

Our goal with the fourth European edition of Marketing: An Introduction has been to retain the great strengths of both the classic US original – among which are its clarity, coherence and authority – and those of the three prior European editions – among which are their contextual detail and incorporation of material on new and embryonic marketplaces – and to do so while fully incorporating the latest developments, evolutions and changes with respect to the practice and theory of marketing. Further, great effort has been expended in developing and diversifying the European-oriented material in order to create an even more effective text from which to learn about and teach marketing in a European context.

Most students learning marketing require a broad, complete picture of basic marketing principles and practices. They need a text that is complete yet easy to manage and master, one that guides them through the great variety of topics that come under the rubric of marketing without confusing or bewildering them – one that helps them prepare their assessments but also prepares them for careers in marketing or related fields. We hope that this text serves all of these important needs for marketing students, and that it strikes a careful balance between depth of coverage and ease of learning. Unlike more abbreviated texts, Marketing: An Introduction provides a complete overview of marketing in theory and in practice. Unlike longer, more complex texts, its moderate length makes it possible to use fully in one semester.

Marketing: An Introduction makes learning and teaching marketing more effective, easier and more enjoyable. The text’s approachable style and design are well suited to cater to the enormous variety of students that may take introductory marketing classes. These students will be helped to learn, link and apply important concepts by generous use of up-to-date cases, exemplars and illustrations. Concepts are applied through many examples of situations in which companies from Spain to Russia and from Denmark to Turkey assess and solve their marketing problems. This fourth edition has no fewer than 48 cases – of which 11 are brand new and the remainder updated thoroughly. Integrated with accounts of contemporary practice, each chapter has had the roster of supporting academic literature updated to reflect the latest thinking and research.

Finally, this text presents the latest marketing thinking – as advocated and implemented by the reflective professional working in established or developing industries or job roles. It builds on an innovative and integrative marketing framework, one that positions marketing simply as the art and science of creating value for customers in order to capture value from customers in return. We hope that the great diversity to be found in Europe and marketing is found within.


Creating customer value and relationships

Today’s marketing is all about building profitable customer relationships through interacting face to face or online. It starts with understanding consumer needs and wants, deciding which target markets the organisation can serve best, and developing a compelling value proposition by which the organisation can attract, keep and develop targeted consumers. If the organisation does these things well, it will reap the rewards in terms of market share, profits and customer equity. From beginning to end, Marketing: An Introduction presents and develops this integrative customer value/customer equity framework.

Marketing is much more than just an isolated business function – it is a philosophy that guides the entire organisation. The marketing department cannot build profitable customer relationships by itself. Marketing is a company-wide undertaking. It must drive the company’s vision, mission and strategic planning. It involves broad decisions about who the company wants as its customers, which needs to satisfy, what products and services to offer, what prices to set, what communications to send and receive, and what partnerships to develop. Thus, marketing must work closely with other departments in the company and with other organisations throughout its entire value-delivery system to create superior customer value and satisfaction.




How do we get you learning?

This edition of Marketing: An Introduction builds on five major themes:

Creating value for customers in order to capture value from customers in return Today’s marketers must be good at creating customer value and managing customer relationships. They must attract targeted customers with strong value propositions. Then, they must keep and grow customers by delivering superior customer value and effectively managing the company–customer interface. Today’s outstanding marketing companies understand the marketplace and customer needs, design value-creating marketing strategies, deliver value and satisfaction, and build strong customer relationships. In return, they capture value from customers in the form of sales, profits and customer equity.

Marketers must also be good at relationship management. They must work closely with partners inside and outside the company jointly to build profitable customer relationships. Successful marketers are now partnering effectively with other company departments to build strong company value chains. And they are joining with outside partners to build effective demand and supply chains and effective customer-focused alliances in virtual and real worlds.

Building and managing strong brands to create brand equity Well-positioned brands with strong brand equity provide the basis upon which to build profitable customer relationships. Today’s marketers must be good at positioning their brands powerfully and managing them well across diverse and sometimes conflicting cultures.

Measuring and managing return on marketing Marketing managers must ensure that their marketing budget is being well spent. In the past, many marketers spent freely, often without sufficient care in respect of the financial returns on their spending. That attitude belongs to the past. Measuring and managing return on marketing investments has become an important part of strategic marketing decision making.

Harnessing new marketing technologies in this digital age New digital and other high-tech marketing developments are dramatically changing both buyers and the marketers who serve them. Today’s marketers must know how to use new technologies to connect more effectively with customers and marketing partners in this new digital age – not to mention understanding how consumers are using these same technologies. Several of the new cases focus on the impact of social media and digital distribution on marketing and markets.

Marketing in a socially responsible way around the globe As technological developments make the world an increasingly smaller place, marketers must be good at marketing their brands globally and in socially responsible ways.





Important improvements and additions


Marketing is a set of extremely varied practices, and Europe is a diverse and exciting continent. In this book we will look at product concepts being Kickstarted into existence, Direct Marketing helping African postal services, French cars being advertised in Germany, Scandinavian foods being sold in Arab supermarkets and European airlines pricing dynamically – among many other examples of marketing in, to and from Europe by companies like Spotify, Rolex, Philips and Renault. The rise and rise of technology as an influence on businesses, customers and markets is reflected by examining the digital distribution of software and music and TV, advertising in video and computer games, and the market impact of new digital markets – seen through the prisms of Angry Birds, programmatic advertising and 3D home printing. As an important addition, the concepts, processes and practicalities of marketing planning are now an explicit theme.

This fourth European edition of Marketing: An Introduction has been thoroughly revised to reflect the major trends and forces that are affecting marketing in this age of customer value and relationships, including implications for European marketers for Brexit, changed rules and regulations such as the General Data Protection Regulations of the EU in the era of big data and the rise of mobile marketing and networked consumer.

The first chapter on the importance of managing customer relationships effectively begins by looking at some of the marketing activities carried out by UEFA, the governing body of European football, and those past masters of attracting lucrative sponsorships deals – Manchester United. Facebook makes an early appearance in respect of how this key social media platform is applying foundational marketing concepts – and creating new ones. The third case in this chapter looks at the text and context of the use of metaphors in marketing in the dialogue between marketers and between marketing organisations and their stakeholders.

The second chapter considers the importance of marketing strategy and the difficulties inherent in managing complex businesses in the dynamic context of Europe. Examples of key issues are taken from companies including Monsanto, Danone and Under Armour. We hope that our book will act as a guide on marketing to Europe, as well as within and from it. The chapter contains a revised case about the crucial logistics services provided by Maersk. Strategy as evolution is considered in the case of British Telecom (BT) and the chapter concludes with a double-length fully-worked case on practical and applied marketing planning, dealing with every aspect from market positioning to sales forecasting and competitor analysis.

All firms operate within dynamic marketing environments. Recent economic turbulence has caused many managers to pause and reflect on their marketing environment – the context of business. Recent events, such as the decision of UK voters to leave the EU, coupled with the perpetual complexity and variety of Europe geographically, demographically and politically, have meant that Chapter 3 is very different from the equivalent chapter in the third edition of the text. Cases for this edition consider a Scandinavian dairy products company having a torrid time in countries with radically different cultural and societal norms, a new case looking at the impact of environmental factors on German car manufacturing, and a revised case examining how companies are getting themselves into hot water quickly and on a global scale through the two-edged sword of social media. The unique nature of the European Union (EU) is examined in some detail – not just politically, but also the impact of the community on national and multinational economies and legal frameworks – and its relationships with other countries and trading blocs in and out of Europe. This is extended by a section looking at the specific issues presented by Brexit for European marketers.

In order to understand their customers, markets and environments, firms need to collect, process and manage marketing information. The new opening case to Chapter 4 considers the ways and means by which Netflix uses consumer-generated ‘big data’ to punch above its weight and improve decision making. The critical importance of information and relationship management hardware, software and marketing processes is brought home through the second case in this chapter on CRM at Air France and KLM. Privacy, and the increasing number and significance of companies that you’ve never heard of but who know a great deal about you, are discussed. As an aid to student learning and research, a comprehensive table is presented giving suggested sources of marketing intelligence across and within Europe. The final case in this chapter looks at how market researchers are collecting information using social media like Facebook and Twitter.

Airbus is a leading player in the global aerospace industry, and the particular problems in selling the new generation of large-capacity airliners are examined in the opening case to Chapter 5, which deals with consumer and business buying behaviour. Marketing to consumers is, of course, a major component of this chapter, and a second case is presented on the lengths firms must go to in order to satisfy their older customers in the context of one company – Doro – offering simplified hi-tech products. The wide diversity of European customers is reflected in examples of financial services especially designed for Muslims, French anti-pollution technology, Italian tyre manufacturers and a final case looking at how General Electric is connecting with partners on a global scale.

Europe is more than the EU. Chapter 6, dealing with segmentation, targeting and positioning, opens with a case about a Russian brewery and its efforts to match the right beer to the right drinker in markets outside Russia. We look at the success Ryanair has garnered by targeting specific market segments for its cheap flights. The final case in this chapter looks at how men’s suiting is an excellent demonstration of how markets can be segmented in subtle but powerful ways. Original examples include wealth management services for the increasing numbers of women with investment portfolios, the sophisticated ways and means by which companies such as Experian segment markets for their clients, and how one clothing retailer has tried to make itself stand out through a unique positioning strategy.

Every country in Europe has brands that are famous on the international stage and a near infinite number that are new or known only locally. Chapter 7, dealing with product, services and branding strategy, considers some of these famous brands with a case on Dunhill. While Dunhill epitomises cool Englishness, and has been world famous for many years, the new case in this chapter ‘Potterheads, Twihards and Tributes’, looks at the phenomenal success of J.K. Rowling, Stephenie Meyer and Suzanne Collins (Harry Potter, Twilight Saga, Hunger Games Trilogy) and examines how these authors have used their personal branding delivered through clever online marketing to build online brand communities that maintain a genuine relationship between the fans, the authors and the book series. The case on naming brands has been updated to reflect recent examples of success and failure.

Chapter 8 explores new product development and product life-cycle strategies. In this chapter we look at the strategies employed by global brands such as Apple and Procter & Gamble. The new opening case looks at how Kickstarter is allowing people with a bright idea and no money to get their innovations to market. We reflect on how Electrolux is bringing together diverse teams in order to improve product development and the final case in this chapter considers the development and marketing of products by VW and Alfa Romeo.

In Chapter 9 we look at pricing. Even though many countries in Europe have adopted the euro, there are still a lot of different currencies in use across the continent, which can complicate the pricing decision. Two of the companies that are discussed in this chapter have arrived at quite different answers to the problem of setting ‘the right price’. The chapter opens with a case study about Primark, a clothing retailer that sets prices so low it has generated a number of pertinent ethical issues to consider. On the other hand, German electrical appliance manufacturer Miele has arrived at an entirely different answer to the pricing question from Primark. The Miele answer? Offer products of such high quality and reliability that they win one consumer award after another, and have the confidence to charge a premium price for the value that you are offering to the consumer. That lesson is continued by Rolex, the subject of the second case in this chapter which has been reinforced by material to show how pricing impacts upon and is impacted by marketing strategy over the long term. The new final case in this chapter looks at the hot topic of dynamic pricing, taking as its context airfares set by easyJet and Ryanair.

All organisations operate within complex networks of firms moving raw materials, components and finished manufactured goods up and down supply chains. Effective management of these channels is a key factor in becoming and staying a successful business. Chapter 10, on marketing channels, gives many examples of companies large and small dealing with issues of logistics and distribution at the sector and company level – examples such as the famous French hauliers Norbert Dentressangle appear alongside lesser-known family firms such as the Spanish company Pinturas Fierro – the focus of the opening case. Recent concepts, driven by the emergence of the Internet and e-marketing, such as disintermediation, are addressed in the case on Steam, the dominant player in the market for the digital distribution of computer games. On that theme, the increasing importance of partner relationship management and how it fits into the distribution mix are considered.

Chapter 11 on wholesaling and retailing opens with a case about the German discounter Aldi. The threat of these hard discounters to established supermarkets is timely in the context of multiple crises at Tesco. Alongside a second case on Dutch cooperative wholesaler The Greenery, there is a case discussing top retailing brands in key European markets. You may be surprised to learn that the biggest shopping mall in Europe is not in London or Paris but rather Istanbul. At the other end of the size scale, the chapter gives many examples of the small to medium-sized firms that make up the bulk of most European economies – firms like Henry Poole & Co. and the many members of the Euronics network.

Advertising, sales promotion and public relations management are the focus of Chapter 12. The opening case discusses French cars being advertised in Germany and a second revised case considers the rapid growth of advertising in computer and console games. New and up-to-date statistics and tables are presented on European advertising expenditures at the national and international level with special emphasis on social media spending, and there is a third case on how advertisers are using technology to narrowcast tailored promotional messages to individual customers.

The other elements in the promotional mix are covered in Chapter 13 on personal selling and direct marketing. Personal selling is illustrated with a case on Philips. The legal, ethical and technical issues of direct marketing in Europe are considered in depth. The second case in this chapter looks at the rise and near fall of Groupon. The European direct marketing industry is described in some detail with specific attention paid to governing and regulating bodies at national and EU level. The third case is new to this edition, and reviews some recent success stories from the world of Direct Marketing – IKEA, what3words and the Senckenberg Museum in Germany.

Chapter 14 concerns marketing in the digital age, and is necessarily substantially altered and updated from the third edition of Marketing: An Introduction. Substantial changes were inevitable because of the rate of change in the technology and consequent developments in marketing techniques. Much more emphasis is given to the issues on and around programmatic advertising. The chapter opening case shows how technologies associated with 3D printing – or additive manufacturing as it is more formally known – is already disrupting multiple areas of marketing activity. A new case looks at how technology has changed the winners in home entertainment provison – from Blockbuster, to Lovefilm and on to HBO. The chapter presents a substantial set of statistics on the personal and commercial use of the Internet across different European countries – including expenditure on online advertising – and there is a renewed and revised case outlining the epic and legendary life of the Angry Birds app - a new type of product in a rapidly developing and growing market, and now a sponsor of Everton FC!

One of the characteristics of Europe, a continent with a large number of nation states squeezed into a rather compact land mass, is that often a firm will find that it has one or more ‘international’ markets closer at hand than the major markets of its own country. For example, Nice in south-east France is just over the border from Italy and is closer to the capital cities of Italy and Switzerland than it is to Paris. European customers are buying products and services across international boundaries with increasing regularity and confidence. Chapter 15 considers issues relevant to the global marketplace with a new case on the victories and defeats of Spotify and the shifted paradigms it is trying to establish in music marketing. New figures show the leading brands globally, and the chapter now has numerous examples of firms marketing to and from Europe alongside a thoroughly revised case looking at the past, present and future of McDonald’s in Russia. The third case in this chapter looks at the complexities caused by culture and society when doing business in Asia.

Finally, Chapter 16 considers marketing ethics and social responsibility. There is enhanced coverage of social marketing: the use of marketing techniques to bring about desirable social changes and the coverage of sustainable marketing has been developed and improved – how can marketing contribute to a sustainable planet? The first case in this chapter looks at the success of a recent EU-wide campaign to reduce the number of young people who smoke, the second case at the international debate on who is to blame for obesity, and the final case at how VW has dug itself into very, very deep trouble by fabricating test results. The chapter asks readers to take a critical look at the issues involved in marketing ethics, social responsibility and sustainability.

Throughout all 16 chapters you’ll find links to European bodies, political and sector specific, through chapter-specific sets of weblinks. Each chapter refers to recent marketing journal articles with a European focus and many of the images contained within the book are new for this edition. Every chapter is supported by a matching set of lecture slides created by the authors themselves, which have been produced to a standard – not down to a price. Each chapter has an updated set of multiple-choice questions suitable for use with a variety of software platforms and many of the cases are supported by audio-visual material from the case authors and companies involved.

We don’t think you’ll find a better, fresher solution to teach and learn about marketing anywhere.












About the author




GARY ARMSTRONG is Crist W. Blackwell Distinguished Professor Emeritus of Undergraduate Education in the Kenan-Flagler Business School at the University of North Carolina at Chapel Hill. He holds undergraduate and master’s degrees in business from Wayne State University in Detroit, and he received his Ph.D. in marketing from North-western University. Dr. Armstrong has contributed numerous articles to leading business journals. As a consultant and researcher, he has worked with many companies on market-ing research, sales management, and marketing strategy.

But Professor Armstrong’s first love has always been teaching. His long-held Black-well Distinguished Professorship is the only permanent endowed professorship for distinguished undergraduate teaching at the University of North Carolina at Chapel Hill. He has been very active in the teaching and administration of Kenan-Flagler’s undergraduate program. His administrative posts have included Chair of Marketing, Associate Director of the Undergraduate Business Program, Director of the Business Honors Program, and many others. Through the years, he has worked closely with business student groups and has received several UNC campuswide and Business School teaching awards. He is the only repeat recipient of the school’s highly regarded Award for Excellence in Undergraduate Teaching, which he received three times. Most recently, Professor Armstrong received the UNC Board of Governors Award for Excellence in Teaching, the highest teaching honor bestowed by the 16-campus University of North Carolina system.

PHILIP KOTLER is S. C. Johnson & Son Distinguished Professor of International Mar-keting at the Kellogg School of Management, Northwestern University. He received his master’s degree at the University of Chicago and his Ph.D. at M.I.T., both in economics. Dr. Kotler is author of Marketing Management (Pearson), now in its 15th edition and the most widely used marketing textbook in graduate schools of business worldwide. He has authored dozens of other successful books and has written more than 50 books and 150 articles in leading journals. He is the only three-time winner of the coveted Alpha Kappa Psi award for the best annual article in the Journal of Marketing.

Professor Kotler was named the first recipient of four major awards: the Distinguished Marketing Educator of the Year Award and the William L. Wilkie “Marketing for a Better World” Award, both given by the American Marketing Association; the Philip Kotler Award for Excellence in Health Care Marketing presented by the Academy for Health Care Services Marketing; and the Sheth Foundation Medal for Exceptional Contribution to Marketing Scholarship and Practice. He is a charter member of the Marketing Hall of Fame, was voted the first Leader in Marketing Thought by the American Marketing Associa-tion, and was named the Founder of Modern Marketing Management in the Handbook of Management Thinking. His numerous other major honors include the Sales and Marketing Executives International Marketing Educator of the Year Award; the European Association of Marketing Consultants and Trainers Marketing Excellence Award; the Charles Coolidge Parlin Marketing Research Award; and the Paul D. Converse Award, given by the American Marketing Association to honor “outstanding contributions to science in marketing.” A recent Forbes survey ranks Professor Kotler in the top 10 of the world’s most influential business thinkers. And in a recent Financial Times poll of 1,000 senior executives across the world, Professor Kotler was ranked as the fourth “most influential business writer/guru” of the twenty-first century.

Dr. Kotler has served as chairman of the College of Marketing of the Institute of Man-agement Sciences, a director of the American Marketing Association, and a trustee of the Marketing Science Institute. He has consulted with many major U.S. and international companies in the areas of marketing strategy and planning, marketing organization, and international marketing. He has traveled and lectured extensively throughout Europe, Asia, and South America, advising companies and governments about global marketing practices and opportunities.

MICHAEL JOHN HARKER is a Lecturer in Marketing within the Business School at the University of Strathclyde in Glasgow, Scotland. Prior to this he was employed in a similar position in London at Middlesex University after completing his PhD at Nottingham Business School. He also holds BSc and MSc degrees in marketing – both from the University of Newcastle-upon-Tyne. At Strathclyde – among his other teaching duties – Dr. Harker delivers the introductory marketing class to upwards of 500 students per year. A member of the Academy of Marketing, he is a familiar figure at the annual conference where he performs track chairing duties, often on the Marketing Cases track, which attracts interesting and innovative cases from across the world. He served for seven years as an editor of the journal Marketing Intelligence and Planning. His own research revolves around the twin tracks of consumer perspectives on relational marketing and pedagogic issues relevant to the teaching, learning and assessment of marketing at degree level. He has conducted work with a variety of companies including Porsche, The Body Shop, Toyota, NTL, Tesco and T-Mobile. His work has been published in journals such as The Journal of Marketing Management, The Journal of Strategic Marketing, The International Small Business Journal, The European Business Review and Marketing Intelligence and Planning. With John Egan he edited the three-volume series of papers published by Sage entitled Relationship Marketing.

ROSS BRENNAN is Professor of Industrial Marketing at the University of Hertfordshire Business School. He holds an undergraduate degree in economics from the University of Cambridge, a masters degree in management science from Imperial College, University of London and a PhD in marketing from the University of Manchester. Prior to entering academia, Professor Brennan worked for BT Plc for 10 years in a number of marketing and strategic management roles. The principal focus of his research in recent years has been in the field of business-to-business marketing, where he has long been associated with the IMP Group. This group is a worldwide network of researchers who have interests in relationships and networks in business-to-business markets. Professor Brennan’s research on business-to-business marketing, and on a range of other topics in marketing, strategy and business education, has been published in many journals. Within the academic community he has served as editor of Marketing Intelligence and Planning, where he is now a member of the editorial advisory board, and has been involved with the development of doctoral researchers in marketing as chairperson of the Academy of Marketing doctoral colloquium (2006) and as a doctoral colloquium panel member at both Academy of Marketing and IMP Group conferences. He has held Visiting Fellowships at both the University of Cambridge (Clare Hall) and the University of Oxford (University College), and is a Member of the Chartered Institute of Marketing (holding Chartered Marketer status), a Fellow of the Higher Education Academy, a Member of the Academy of Marketing, and a Member of the Economics and Business Education Association.








Case matrix


[image: CASE MATRIX]




[image: CASE MATRIX]



[image: CASE MATRIX]



[image: CASE MATRIX]









Acknowledgements




The authors and publisher would like to thank the following contributors who supplied material for the chapter opening and Marketing at Work case studies throughout the book:

Neil Wellman, Marketing Consultant and Trainer

Keith Pyper, University of Strathclyde

Ann M. Torres and Catherine Doyle, National University of Ireland, Galway

Ekaterina Murzacheva, University of Hertfordshire

Michael Schellenberg, University of Strathclyde

Dr. Ibrahim Abosag, University of London

George S. Low, Texas Christian University

Maria Smirnova, St Petersburg State University

Dr. Kim Lehman and Dr. John Byrom, University of Tasmania

Sean Ennis, University of Strathclyde

Barbara Caemmerer, ESSCA

Beth Rogers, University of Portsmouth

Jesús Cambra-Fierro, University Pablo De Olavide

Dr. Louise Hassan, Lancaster University

Julius Stephan, Aston University

Tom Malnight, International Institute for Management Development

Jonathan Ford, Financial Times

Professor Ken Peattie, Cardiff Business School

The authors and publisher would like to thank the following reviewers who commented and provided valuable feedback on the text throughout its development:

Dr. Ayantunji Gbadamosi, University of East London, UK

Dr. Christine Mullin, Glasgow Caledonian University

Mr. Donald Lancaster, University of Bath








Publisher’s acknowledgements





Figures

Figure 1.5 adapted from The Mismanagement of Customer Loyalty, Harvard Business School Publishing Corporation by Reinartz, W. and Kumar, V., July 2002. Copyright © 2002 by the Harvard Business School Publishing Corporation; all rights reserved; Figure 2.8 Republished with permission of American Marketing Association (AMA) from ‘Return on Marketing: Using Consumer Equity to Focus Marketing Strategy’, Journal of Marketing, January, p.112 (Rust, R.T., Lemon, K.N. and Zeithamel, V.A. 2004), © 2004; permission conveyed through Copyright Clearance Center, Inc.; Figure 3.4 from Eurostat; Figures 3.7 & 3.8 http://atlas.media..mit.edu/en/profile/country/gbr/; Figure 5.3 from Motivation and Personality, 3rd edn, Pearson Education, Inc., Upper Saddle River, New Jersey (Maslow, A.H., Frager, R.D.; Fadiman, J. 1987) Pearson Education Inc., © 1987. Printed and Electronically reproduced by permission of Pearson Education, Inc.; Figure 6.3 from ‘Making Sense of Market Segmentation, a Fashion Retailing Case, European Journal of Marketing, 41(5/6), pp. 439–65 (Quinn L, Hines, T. and Bennison, T. 2007), European Journal of Marketing by Emerald Group Publishing Limited. Reproduced with permission of Emerald Group Publishing Limited in the format Republish in a book via Copyright Clearance Center; Figure 9.2 from The Strategy and Tactics of Pricing: A Guide to Profitable Decision Making, 3rd edn, Pearson Education Inc. (Nagle, T. and Holden, R. 2002) © 2002. Printed and Electronically reproduced by permission of Pearson Education, Inc.; Figure 9.6 Republished with permission of American Marketing Association (AMA) ‘Pricing and Public Policy: A Research Agenda and Overview of Special Issue’, Journal of Public Policy and Marketing, Spring, 3–10 (Compeau, L.D. and Grewel, D. 1999), © 1999; permission conveyed through Copyright Clearance Center, Inc.; Figure 16.1 adapted from Beyond Greening: Strategies for a Sustainable World’, Harvard Business Review, January-February, p. 74 (Hart, S.L. 1997), Copyright © 1997 by the Harvard Business School Publishing Corporation: all rights reserved; Figures on pages 509 and 511 from Dutton, William H. & Blank, Grant with Groselj, Darja. (2013) Cultures of the Internet: The Internet in Britain, Oxford Internet Survey 2013. Oxford Internet Institute. http://oxis.oii.ox.ac.uk/wp-content/uploads/2014/11/OxIS-2013.pdf, Source: Oxford Internet Survey (Dutton & Blank. 2013).




Screenshots

Screenshot on page 100 from www.diyaonline.com, DIYA by RFL Ltd, with permission from Mrs Rani Gill; Screenshot on page 232 from DVLA; Screenshot on page 518 with permission from Ben & Jerry’s.





Tables


Table 4.4 adapted from Marketing Research: Measurement and Method, 7th edn, New York: Macmillan Publishing (Tull, D.S. and Hawkins, D.I. 1993) Tull, M.A., and Adapted with permission. Reprinted with permission of Mrs Marjorie A. Tull; Table 5.1 from http://www.iser.essex.ac.uk/research/esec/user-guide/the-european-socio-economic-classification. Institute for Social and Economic Research University of Essex; Table 12.2 from http://www.newsworks.org.uk/Top-100-Advertisers; Table 15.3 adapted from http://adage.com/datacenter/globalmarketers2013#706.




Text

Extract on page 7 from Gallu, J. (2008) ‘Swiss cry foul as UEFA targets fans to fight Ambush Marketing’, © 2008 Bloomberg L.P., All rights reserved. Used with permission; Box on pages 46–47 from Malnight, T. (2014) ‘Maersk Line’s three-stage strategy for profit, 22 January. Copyright The Financial Times Limited 2019. All Rights Reserved; Extract on page 173 from Benedictus, L. (2007) ‘Psst! Have you heard?’ 30 January. Copyright Guardian News and Media Ltd 2019; Extract on pages 181–182 from Sawers, C. (2005) ‘Porridge is the New Fast Food’, 17 August, The Scotsman; Extract on page 201 Awards case study: KPMG SBA’s new website contributes to 120% week-on-week increase in new sales, November 25, 2016. https://www.b2bmarketing.net/en-gb/resources/b2b-case-studies/awards-case-study-kpmg-sbas-new-website-contributes-120-week-week; Extract on pages 220–221 from Bennett, D. (2013) ‘Suitsupply: The 60-Minute Makeover’, 8 November. © 2013 Bloomberg L.P., All rights reserved. Used with permission; Extract on pages 259–260 from Reproduced with permission: www.designcouncil.org.uk; see also http://www.invotek.co.uk/1697-unique-strawboard-panelling-continues-invotek-innovation.htm, accessed 24 March 2017; Extract on page 268 from Jeff Henshaw, Microsoft talks Xbox One naming, privacy and more (Q&A), CBS Interactive Inc. https://www.cnet.com/news/microsoft-talks-xbox-one-naming-privacy-and-more-q-a/; Extract on pages 292–293 from Kickstarter history from: https://www.kickstarter.com/about#the-full-story; Extract on page 329–330 with kind permission from Miele; Extract on page 502 from Walker, A. (2013) ‘3D printing for dummies: How do 3D printers work? 21 June, The Independent; Extract on page 484 from Tomlinson, H. and Evans, R. (2017) ‘Tesco Stocks up on Inside Knowledge of Shoppers’ Lives’, June. Copyright Guardian News and Media Ltd 2019; Extract on page 503 from Wong, V. (2014) ‘A Guide to All the Food That’s Fit to 3D print (So Far)’, 28 January. © 2014 Bloomberg L.P., All rights reserved. Used with permission; Extract on page 514 from http://www.huffingtonpost.co.uk/2013/01/31/hmv-twitter-goes-rogue-60-staff_n_2589922.html, The Huffington Post; Quote on page 520 from IAB Knowledge Base entry for Programmatic Advertising, found at www.iabeurope.eu/category/research-thought-leadership/programmatic/ - accessed September 2017; Extract on page 523 edited from ‘Double the Power of Advertising’, Marketing Week, www.marketingweek.com/2008/05/22/double-the-power-of-advertising/ (Centaur Media); Interview on page 526 from Kendell, P. (2011) Angry Birds: The Story Behind iPhone’s Gaming Phenomenon, www.telegraph.co.uk/technology/video-games/8303173/Angry-Birds-the-story-behind-iPhones-gaming-phenomenon.html Daily Telegraph, copyright © Telegraph Media Group Limited; Extract on page 532 taken from Kuchler, H. (2018) ‘Max Schrems: the man who took on Facebook – and won’, 5 April. Copyright The Financial Times Limited 2019. All Rights Reserved; Extract on page 580 from Jennings, L. (2004) ‘Hype, Spin, Puffery, and Lies: Should We Be Scared?’, January-February, The Futurist, p. 16; Extract on pages 591–592 taken from Ford, J. (2015) ‘Race to diesel backfires for Europe’s carmakers’, 27 September. Copyright The Financial Times Limited 2019. All Rights Reserved; Extract on pages 600–601 from https://archive.ama.org/Archive/AboutAMA/Pages/Statement%20of%20Ethics.aspx, AMA.





Photographs


(Key: b-bottom; c-centre; l-left; r-right; t-top)

p. 6: CrowdSpark/Alamy Stock Photo; p. 8t: Alan Smith/Alamy Stock Photo; p. 8b: Manchester United Football Club Limited; p. 17: Pixellover RM 6/Alamy Stock Photo; p. 20: Magic Car Pics/Shutterstock; p. 22: Dick Lovett.co.uk/Lloyd Precious; p. 23: ING Direct; p. 30l: ITAR-TASS News Agency/Alamy Stock Photo; p. 30r: SPUTNIK/Alamy Stock Photo; p. 32t: Stocktrek Images, Inc./Alamy Stock Photo; p. 32b: Stu Porter/Alamy Stock Photo; p. 42: © 123rf.com; p. 45l: World Association of Girl Guides; p. 45r: Tompiodesign/Alamy Stock Photo; p. 47: Søren Lund Hviid/Alamy Stock Photo; p. 52: Kumar Sriskandan/Alamy Stock Photo; p. 53: RosaIreneBetancourt 12/Alamy Stock Photo; p. 56: Richard Levine/Alamy Stock Photo; p. 65: Africa Studio/Shutterstock; p. 84: Arla Foods; p. 90: jake wyman/Alamy Stock Photo; p. 95cl: Jenson/Shutterstock; p. 95cr: REUTERS/Kim Kyung-Hoon; p. 95bl: REUTERS/Kim Kyung-Hoon/File Photo p. 95br: REUTERS/Damir Sagolj/File; p. 104: Volkswagen Group; p. 105: Joseph van Os/The Image Bank/Getty Images; p. 116: David M. Benett/Getty Images for Converse; p. 124: Andrey_Popov/Shutterstock; p. 134: Langstrup/123RF.com; p. 140l&r: Fisher Price Inc.; p. 147: Ewelina Wachala/Shutterstock; p. 148: Shutterstock; p. 152: John Kershaw/Alamy Stock Photo; p. 155: Patrick de Grijs/Alamy Stock Photo; p. 164: Antony Nettle/Alamy Stock Photo; p. 174: Courtesy of Vauxhall Motors Limited; p. 178: Tony Lockhart/Alamy Stock Photo; p. 185: Bambu Productions/Iconica/Getty Images; p. 192: ACORN 1/Alamy Stock Photo; p. 193: MANDEL NGAN/Staff/AFP/Getty Images; p. 212: Scott Peterson/Getty Images News/Getty Images; p. 217: Pretty Little Head; p. 218: General Photographic Agency/Stringer/Getty Images; p. 219t: Times Newspapers/REX/Shutterstock; p. 219b: Andrew Holt/Alamy Stock Photo; p. 220l: Viorel Sima/Shutterstock; p. 220r: Mark LaMoyne/Shutterstock; p. 222: Sylvie JARROSSAY/Alamy Stock Photo; p. 226: Used with kind permission of Experian; p. 230: Bloomberg/Getty Images; p. 232: DVLA, http://www.dvla-som-co.uk/home/Crown Copyright; p. 237: uk retail Alan King/Alamy Stock Photo; p. 242: True Images/Alamy Stock Photo; p. 250t: Dunhill; p. 250b: Hugh Threlfall/Alamy Stock Photo; p. 251: United Archives GmbH/Alamy Stock Photo; p. 253: Chon Kit Leong/Alamy Stock Photo; p, 256: `Splash News/Alamy Stock Photo; p. 260: Invotek Systems; p. 260: John Kuczala; p. 271: Iain Masterton/Alamy Stock Photo; p. 274: Victorinix; p. 275tl: Everett Collection Inc./Alamy Stock Photo; p, 275cl: ZUMA Press, Inc./Alamy Stock Photo; p. 275tr: Everett Collection Inc/Alamy Stock Photo; p. 293t&b: Overade S A S/Solent News/Shutterstock; p. 299: John Boud/Alamy Stock Photo; p. 301: Volkswagen Group; p. 304: Innocent Drinks; p. 307: Martin Poole/DigitalVision/Getty Images; p. 310: UrbanImages/Alamy Stock Photo; p. 315t: Zavatskiy Aleksandr/Shutterstock; p. 315b: Zavatskiy Aleksandr/Shutterstock; p. 324: Peter Macdiarmid/Staff/Getty Images; p. 330: Miele; p. 334: Patti McConville/Alamy Stock Photo; p. 342: Westland-Horticultural; p. 344: G I Dobner/Alamy Stock Photo; p. 349: MarchCattle/Shutterstock; p. 352: Todd Williamson/Stringer/WireImage/Getty Images; p. 360: Jesus Cambra Fierro; p. 367: 123rf.com; p. 369: margouillat/123rf.com; p. 373t: Patriotic Alien/Alamy Stock Photo; p. 373b: Blend Images/Shutterstock; p. 382: Courtesy of Renault Trucks Ltd; p. 385: Valua Vitaly/Shutterstock; p. 392: Newscast Online Limited/Alamy Stock Photo; p. 396: RosaIreneBetancourt 6/Alamy Stock Photo; p. 401: StockphotoVideo/Alamy Stock Photo; p. 402: Kirsty McLaren/Alamy Stock Photo; p. 404l: Iain Masterton/Alamy Stock Photo; p. 404tc: PHILIPPE HUGUEN/Staff/AFP/Getty Images; p. 404tr: Images by Itani/Alamy Stock Photo; p. 404bc: Bloomberg/Contributor/Getty Images; p. 404br: Joerg Huettenhoelscher/Alamy Stock Photo; p. 409: Kondor83/Shutterstock; p. 420: Nordpol+,Hamburg Agentur für kommunikation GmbH; p. 427: dov makabaw/Alamy Stock Photo; p. 436: Moviestore collection Ltd/Alamy Stock Photo; p. 439: Image courtesy of The Advertising Archives; p. 452: Dave M. Benett/Getty Images Entertainment/Getty Images; p. 462: Courtesy of Philips Electronics; p. 465: Jack Sullivan/Alamy Stock Photo; p. 470: Schibsted/Gustav Martensson; p. 482: M4OS Photos/Alamy Stock Photo; p. 503l: Rik Hamilton/Alamy Stock Photo; p. 503r: Piero Cruciatti/Alamy Stock Photo; p. 508: Hadrian/Shutterstock; p. 512: Mark Shoon/Shutterstock; p. 513: Grant Falvey/LNP/REX/Shutterstock; p. 524: pumkinpie/Alamy Stock Photo; p. 525: Firemint.com; p. 529: Gareth Davies/Getty Images Entertainment/Getty Images; p. 530l: Jonathan Hordle/REX/Shutterstock; p. 530tr: Edward Smith/EMPICS Entertainment/PA Images; p. 530br: REUTERS/Fred Prouser; p. 542: andresr/123rf.com; p. 544: Rob Bartee/Alamy Stock Photo; p. 548: adrianhancu/123RF.com; p. 553: ITAR-TASS News Agency/Alamy Stock Photo; p. 562: Cathy Yeulet/123RF.com; p. 563: Courtesy of Bernard Matussiere; p. 566: mikecranephotography.com/Alamy Stock Photo; p. 576: http://en.help-eu.com/pages/index-azbo_pl_ABSURD-ZONE.html. The HELP ‘For a life without tobacco’ campaign is an initiative of the European Commision’s Health and Consumer Directorate (DG SANCO); p. 582: Richard Splash/Alamy Stock Photo; p. 584: Alan Smith/Alamy Stock Photo; p. 586: Stephen Finn/Shutterstock; p. 592: 123rf.com; p. 594: Helene Rogers/Alamy Stock Photo; p. 596: Innocent Ltd; p. 600: David Hunter/Alamy Stock Photo.









Part one






Defining marketing and the marketing process




IS MARKETING FOR EVERYONE?

If someone told you that effective marketing was crucial in large companies with well-known brands such as Virgin or Apple you might readily agree. Do smaller firms need to think about their marketing? How about cities – can marketing ideas be useful to them? Is it possible that a charity such as Oxfam could usefully spend time thinking about its marketing strategy? What about religious organisations or your favourite football team – could marketing ever be considered relevant to them?










Chapter 1







Marketing: managing profitable customer relationships
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What is marketing?
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So, what is marketing? Pulling it all together





AFTER STUDYING THIS CHAPTER, YOU SHOULD BE ABLE TO



	define marketing and outline the steps in the marketing process

	explain the importance of understanding customers and the marketplace and identify the five core marketplace concepts

	identify the key elements of a customer-driven marketing strategy and discuss the marketing management orientations that guide marketing strategy

	discuss customer relationship management and identify strategies for creating value for customers and capturing value from customers in return

	describe the major trends and forces that are changing the marketing landscape in this age of relationships




THE WAY AHEAD

Previewing the concepts

We’ll start with a simple question: What is marketing? Simply put, marketing is managing profitable customer relationships. The aim of marketing is to create value for customers and to capture value in return. Chapter 1 is organised around five steps in the marketing process – from understanding customer needs, to designing customer-driven marketing strategies and programmes, to building customer relationships and capturing value for the firm. Understanding these basic concepts, and forming your own ideas about what they really mean to you, will give you a solid foundation for all that follows.

Our first stop is to look at an organisation that you might not think of as having much need for marketing ideas and concepts – UEFA, the governing body of European football.





MARKETING EUROPEAN FOOTBALL


What are the biggest sporting events in the world? Everyone has their own opinion, but if you weigh a number of factors such as television audience size, number of countries or teams involved, revenues and expenditure – not to mention the ability to bring much of the world to a halt – then the top five probably include the World Cup, the summer Olympic Games, the European Football Championship, the Super Bowl and the European Champions League.

Of these five, three are football tournaments and two of those are overseen by UEFA – the Union of European Football Associations. There is a lot at stake here: regional and national pride, global TV audiences in the billions, and lots and lots of money. UEFA defines its core purpose as being to promote, protect and develop European football at every level of the game, to promote the principles of unity and solidarity, and to deal with all questions relating to European football. It does this by taking the excitement, the attention and the cash that big tournaments generate and using it to support its other activities.1
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Because of this, a lot of what UEFA does is marketing related – whether sponsorship of an event or tournament by a commercial enterprise, a social programme to use the power of sport to alleviate problems such as racism, the buying and selling of broadcasting and merchandising rights, public relations and managing relationships with governments, teams and an almost infinite number of journalists – not to mention the fans!

The marketing function of UEFA – people, resources and responsibilities for marketing affairs – is split across four divisions, each with its own focus.2

The Marketing and Media Rights Division develops marketing and media strategies for all UEFA competitions – the Champions League, the UEFA Cup, the European Football Championships and less prominent competitions such as women’s football, junior-level tournaments and various ‘futsal’ events (the name is a contraction of the Portuguese term futebol de salão and the game is an indoor version of the standard sport). It has the responsibility to find the best price for broadcasting rights and agreeing terms and conditions with broadcasting partners and then maintaining relationships with these key partners.

UEFA Marketing and Media Management (UMMM) is the commercial division of UEFA responsible for generating revenue from sponsorship and licensing for competitions, and managing the relationships with all associated commercial partners. In essence, this division sells the rights to be associated with prestigious and exciting international events. It maintains high prices by strictly limiting the number of companies that are given these licences. Euro 2016 in France had a core sponsorship panel of just ten companies – big global names like Carlsberg, Continental, Coca-Cola, Hyundai and McDonald’s were joined by one company you’ve probably never heard of – SOCAR. That would be the State Oil Company of Azerbaijan Republic.

In the 2014–15 Champions League season, the competition had just seven sponsors – Heineken, Mastercard, Sony, Nissan, Heineken, UniCredit and HTC. Any number of merchandise items are produced for major tournaments – replica team strips, footballs, and even items for the desk-oriented such as mouse mats and coffee mugs.3

UEFA Media Technologies SA (UMT) is the service company created by UEFA to support broadcast and sponsorship partners with multimedia content. It links with the TV companies to try to ensure the best possible coverage of games. Other than TV, this division is increasingly involved with supporting UEFA’s online operations – whether providing and maintaining statistical databases or selling downloadable recordings of games in order to maintain and develop relationships with fans and journalists.

The Communications and Public Affairs Division (CPAD) is responsible for public relations activity – such as briefing and supporting the activities of journalists. The division also has the responsibility of managing the work UEFA does with various charity and social groups. For example, CPAD works with the International Red Cross and FARE (Football Against Racism in Europe) on projects with other organisations that have charitable or social causes to advance through the money and publicity generated by the sport.

That UEFA expends so much effort on marketing activity may surprise you, but think about it – it has brands, it provides services, it has connections and relationships with various publics and it generates significant revenue. How much revenue? One senior UEFA marketing manager, Guy-Laurent Epstein, commented on the recent winning of the rights auction for the UK by BT, who took over from Sky:

UEFA is delighted to welcome newcomer BT Sport to the family of UEFA Champions League rights holders. Since its launch in the summer, BT Sport has been UEFA’s partner for the UEFA Europa League and has demonstrated its ability to deliver premium sports coverage. We look forward to working with BT Sport on both competitions in the 2015–18 rights cycle.4

How much did BT pay for these broadcasting rights? £900m.5

Is everyone happy with the marketing activities of UEFA? Not quite. Some people are not convinced that UEFA is sticking to its core mission of supporting football – they worry that it is moving too far towards becoming fully commercialised and that the sport is being used to make some people rich while traditional fans are being sidelined. UEFA’s decision to award a future tournament to Russia has been criticised, but let’s consider one of the stories to come out of a recent tournament:

For Yves Stemmle, Switzerland’s opening match against the Czech Republic in the 2008 European soccer championship won’t be just about advancing to the next round. It will be about his civil rights.

‘They want me to drink only Carlsberg beer and wear things with this,’ said Stemmle, 36, pointing to the Euro 2008 logo on his hat as he sat in a Lugano café before a warm-up game with Slovakia. ‘They can’t tell me what to wear.’

Some fans say UEFA, European soccer’s governing body, has put profits ahead of their interests and plans to turn them away from stadiums and ‘fan zones’ if they wear clothes bearing the logos of companies that aren’t tournament sponsors. UEFA estimates the 23-day championship, which begins June 7 in Basel, will generate 2 billion Swiss francs ($1.9 billion) in revenue from media rights, tickets and sponsors. After expenses, it expects to retain 330 million francs to cover administrative costs and fund other tournaments.

A Swiss tabloid, SonntagsBlick, published a caricature showing UEFA President Michel Platini as Moses holding up 11 commandments to heed during the event. The first: Drink only Carlsberg beer. Lamp posts around Zurich are sprouting stickers saying, ‘UEFA: We Care About Money,’ a play on the group’s slogan, ‘We Care About Football.’

Organisers of previous events have protected sponsors’ rights inside stadiums by refusing entry to groups of fans paid to wear corporate logos. UEFA is extending its campaign against ambush marketers into fan zones, areas in each of the host cities where supporters gather to watch games on giant TV screens. That has aroused the ire of some fans.

‘Fan zones are paid for and run by the city and access is free,’ says Patrick Cotting, who lectures on marketing and sponsorships at the University of Lugano. ‘There’s no legal precedent that would forbid individuals from entering a public space because they’re wearing the wrong T-shirt.’

Copenhagen-based Carlsberg is paying at least 100 million kroner ($21 million) for the sponsorship, its biggest ever, giving it the right to exclusive sales in the eight biggest fan zones in each host city.

‘There are plenty of other places in the local cities where fans can drink other beers and we totally respect that,’ said Keld Strudahl, head of international marketing for the company.

In Austria, beermaker Ottakringer Brauerei AG is taking advantage of the popular backlash by selling its beer with a red-white-red logo, the colours of Austria’s flag, and calling it the ‘unofficial fan beer’ drunk by ‘real fans who want to show their support in whatever way they want’.

‘Soccer used to belong to the people,’ said Carlo Kuemin, 70, as he huddled under an umbrella in the standing-only curve of Lugano’s Cornaredo Stadium during the Switzerland–Slovakia match. ‘Not any more. The sponsors govern the events now. It’s all about the money.’

Stemmle, the fan in the café, isn’t taking UEFA’s actions lying down.

‘I have a ticket to the opening match between Switzerland and the Czech Republic,’ he said. ‘I’m only going to wear things they don’t allow.’6

UEFA then is an organisation that recognises the need to build and maintain relationships with its stakeholders – including customers. Our example shows, however, that marketing actions can have unintended consequences – care and attention is needed!

UEFA is not the only organisation involved with marketing in the sport of football. During the summer of 2011 it emerged that Manchester City had sold the naming rights to its stadium for an incredible £100m to Etihad – an Abu Dhabi airline.7 In 2010, Barcelona ended a 111-year tradition of not having its shirts sponsored by signing a record £125m/five-year deal with the Qatar Foundation. Prior to this, the only non-club logo on the shirts was for UNICEF – and Barcelona made an annual donation to the charity for the privilege.8
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One team above all, though, is master of attracting sponsorships, and that team is Manchester United.

The  Daily Mail9 takes us through the facts and figures:

Question: What do Mister Potato crisps and Smirnoff vodka have in common?

Answer: They are both official sponsors of Manchester United Football Club.

And they pay handsomely for the privilege.

These two distant products may appear to have little to do with football but they can wear the same badge as Robin van Persie, Wayne Rooney and Co because of United’s exhaustive quest for maximum commercial revenue. That figure is now approaching an astonishing £130million a year and will only continue to rise. No wonder United recently became the first sports team in the world to be valued at $3BILLION.

There are no fewer than 32 companies listed as sponsors of the club on their official website and this does not even include three – somewhat peculiar – deals announced this month.

First there was the tie-up with Indonesian tyre manufacturer Multistrada on January 7, then came Wahaha, a Chinese soft drinks producer, a week later, and on January 18 we heard Japanese paint manufacturer Kansai had become the club’s first ‘paint partner’. Painting the town red, perhaps.

Each contract will run for three years and business experts speculate are worth between £1m to £2m annually. United announced such deals as part of last summer’s listing agreement on the New York Stock Exchange but the exact financial terms can be withheld unless they are large enough to affect market and shareholder interests.

Those numbers might not sound massive but when you consider that in return all United need provide is their logo and occasionally ambassadors for appearances the sums become startling. The link works for these companies because of the huge boost their brand receives from associating with arguably the most famous club in the world.

If you snigger at what you see as the prostitution of the club by the owners, consider this: Manchester United makes twice as much from these sponsorships as the top Scottish team Celtic does from all sources of revenue combined. That extra money means more and better players attracted by higher salaries and reinforces the chances of success on the field, which in turn increases the opportunities for further sponsorships off it.



TABLE 1.1 Manchester United’s sponsors (according to club website)







	 
	AON


	Principal sponsor of Manchester United – £20m a year




	 
	DHL


	Official logistics partner of Manchester United – £10m




	 
	NIKE


	Official kit supplier of Manchester United – £25.4m




	 
	CHEVROLET


	Official automotive partner of Manchester United – £12m




	 
	SINGHA


	Official beer of Manchester United – £2m




	 
	THOMAS COOK


	Official travel partner of Manchester United – £1.3m




	 
	BWIN


	Official online gaming and betting partner of Manchester United – £2.4m




	 
	CASILLERO DEL DIABLO


	Official wine partner of Manchester United – £2m




	 
	HUBLOT


	Official timekeeper of Manchester United – £4m




	 
	The below are all worth approximately £1m–£2m…




	 
	SMIRNOFF


	Official responsible drinking partner of Manchester United



	 

	TOSHIBA MEDICAL SYSTEMS


	Official medical systems partner of Manchester United




	 
	STC


	Official integrated telecommunications partner of Manchester United for Saudi Arabia




	 
	PCCW


	Official integrated telecommunications partner of Manchester United in Hong Kong




	 
	TURKISH AIRLINES


	Official airline partner




	 
	EPSON


	Official office equipment partner of Manchester United




	 
	MISTER POTATO


	Official savoury snack partner of Manchester United




	 
	YANMAR


	Official global partner




	 
	TM


	Official integrated telecommunications partner of Manchester United in Malaysia




	 
	GLOBACOM


	Official integrated telecommunications partner of Manchester United for Nigeria, Ghana, Republic of Benin




	 
	VIVA KUWAIT


	Official integrated telecommunications partner of Manchester United in Kuwait



	 

	MTN


	Official integrated telecoms partner of Manchester United for South Africa/Zambia/Rwanda/Uganda/Swaziland/Botswana




	 
	AIRTEL


	Official telecommunications partner of Manchester United in India/Sri Lanka/Seychelles/Bangladesh




	 
	ZONG


	Official telecommunications partner of Manchester United in Pakistan




	 
	GLOBUL


	Official telecommunications partner of Manchester United in Bulgaria




	 
	MAMEE


	Official noodles partner of Manchester United for Asia, Oceania and Middle East




	 
	VIVA


	Official integrated telecommunications partner of Manchester United in Bahrain




	 
	TURK TELEKOM


	Official integrated telecommunications partner of Manchester United in Turkey




	 
	A.P. HONDA


	Official motorcycle partner of Manchester United in Thailand



	 

	AIRTEL AFRICA


	Official telecoms partner in Burkina Faso, Chad, DR Congo, Gabon, Kenya, Madagascar, Malawi, Niger, Sierra Leone, Tanzania, Congo Brazzaville




	 
	BEELINE


	Official telecommunications partner of Manchester United in Vietnam, Cambodia and Laos



	 

	BAKCELL


	Official telecommunications and broadcast partner of Manchester United for Azerbaijan




	 
	KAGOME


	Official soft drink partner of Manchester United for Japan




	 
	WAHAHA


	Official soft drink partner of Manchester United for China




	 
	PT MULTISTRADA


	Official tyre partner of Manchester United




	 
	KANSAI


	Official paint partner of Manchester United









Source: http://www.dailymail.co.uk/sport/football/article-2269599/Manchester-Uniteds-incredible-list-sponsors-helping-3billion-super-club.html





Manchester United is a globally recognised brand, which is why it has partners queuing up.

Questions


	Football is a huge business and sophisticated marketing is an essential component of business strategy in the football world. However, some fans think that excessive and intrusive marketing gets in the way of the pure, authentic fan experience. Is this something marketers need to factor into their planning, and if so, how?

	European football has become a global brand, with fans all over the world. Seeking out new target markets like this is something that marketers do all the time. Can you think of any new target markets could be developed by UEFA and European football clubs?





Today’s successful business organisations have one thing in common: they are strongly customer focused and heavily committed to marketing. These businesses work ceaselessly to satisfy customer needs in well-defined target markets. They motivate everyone in the organisation to help build lasting customer relationships through superior customer value and satisfaction. As Walmart founder Sam Walton asserted: ‘There is only one boss. The customer. And he can fire everybody in the company from the chairman on down, simply by spending his money somewhere else.’




WHAT IS MARKETING?

Marketing, more than any other business function, deals with customers. Although we will soon explore more detailed definitions of marketing, perhaps the simplest definition is this one: marketing is managing profitable customer relationships. The twofold goal of marketing is to attract new customers by promising superior value and to keep and grow current customers by delivering satisfaction.

Tesco states that ‘serving customers is at the heart of everything we do’, and that ‘no one tries harder for customers’. IKEA’s vision is to ‘create a better everyday life for the many people’. Apple is a leader in the personal computer industry by consistently following the maxim: ‘always on the lookout for the better’. These and other highly successful companies know that if they take care of their customers, market share and profits will follow.

Sound marketing is critical to the success of every organisation. Large for-profit firms such as Procter & Gamble, Toyota and Zara use marketing. But so do not-for-profit organisations such as universities, museums, symphony orchestras and even churches.

You already know a lot about marketing – it is all around you. You see the results of marketing in the abundance of products in your nearby department store. You see marketing in the advertisements on your TV screen, your magazine pages that arrive in the post or border your web pages. At home, where you work, and where you study, you see marketing in almost everything you do. Yet there is much more to marketing than meets the consumer’s casual eye. Behind it all is a massive network of people and activities competing for your attention and purchases. Marketing is a set of extremely varied practices, and Europe is a diverse and exciting continent. In this book we will look at Russian beer brands being launched in the UK, a French airline that flies all around the world, a Danish shipping company that carries the world’s trade over every ocean – and many other examples of marketing in, to and from Europe.

This book will give you a complete and formal introduction to the basic concepts and practices of today’s marketing. In this chapter, we begin by defining marketing and the marketing process.


Marketing defined

What is marketing? Many people think of marketing only as selling and advertising. Even if you have chosen to study marketing deliberately and with forethought, you might think the same. However, selling and advertising are only the tip of the marketing iceberg.
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FIGURE 1.1 A simple model of the marketing process



Today, marketing must be understood not in the old sense of making a sale – ‘telling and selling’ – but in the new sense of satisfying customer needs. If the marketer does a good job of understanding consumer needs, develops products and services that provide superior customer value, and prices, distributes and promotes them effectively, these products will sell very easily. Thus, selling and advertising are only part of a larger ‘marketing mix’ – a set of marketing tools that work together to satisfy customer needs and build customer relationships. Marketing is as much attitude as action, as much perspective as planning.

Broadly defined, marketing is a social and managerial process by which individuals and organisations obtain what they need and want through creating and exchanging value with others. In a narrower business context, marketing involves building profitable, value-creating exchange relationships with customers. Hence, we define marketing as the process by which companies create value for customers and build strong customer relationships in order to capture value from customers in return.10




The marketing process

Figure 1.1 presents a simple five-step model of the marketing process. In the first four steps, companies work to understand consumers, create customer value and build strong customer relationships. In the final step, companies reap the rewards of creating superior customer value. By creating value for consumers, they in turn capture value from consumers in the form of sales, profits and long-term customer equity.

In this and the next chapter we will examine the steps of this simple model of marketing. In this chapter, we will review each step but focus more on the customer relationship steps – understanding customers, building customer relationships and capturing value from customers. In the following chapter, we will look more deeply into the second and third steps – designing marketing strategies and constructing marketing programmes.






UNDERSTANDING THE MARKETPLACE AND CUSTOMER NEEDS

As a first step, marketers need to understand customer needs and wants and the marketplace within which they operate. We now examine five core customer and marketplace concepts:


	needs, wants and demands;

	market offerings (products, services and experiences);

	value and satisfaction;

	exchanges and relationships; and

	markets.





Customer needs, wants and demands


The most basic concept underlying marketing is that of human needs. Human needs are states of felt deprivation. They include basic physical needs for food, clothing, warmth and safety; social needs for belonging and affection; and individual needs for knowledge and self-expression. These needs were not created by marketers; they are a basic part of the human make-up.

Wants are the form human needs take as they are shaped by culture and individual personality. A hungry person needs food but wants a burger, fries and a soft drink. A person in Mauritius needs food but wants a mango, rice, lentils and beans. 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 provide the most value and satisfaction.

Outstanding marketing companies go to great lengths to learn about and understand their customers’ needs, wants and demands. They conduct consumer research and analyse mountains of customer data – Tesco collects gigabytes per day when people use the Tesco Clubcard. Marketing people at all levels – including top management – stay close to customers. For example, at Richer Sounds audio-visual stores (www.richersounds.com) every after-sales questionnaire filled in and returned by a customer passes across the desk of the founder, Julian Richer.




Market offerings – products, services and experiences

Consumers’ needs and wants are fulfilled through a market offering – some combination of products, services, information or experiences offered to a market to satisfy a need or want. Market offerings are not limited to physical products. They also include services, activities or benefits offered for sale that are essentially intangible and do not result in the ownership of anything. Examples include banking, airlines, hotels, accountancy and home repair services. More broadly, market offerings also include other entities, such as persons, places, organisations, information and ideas. For example, for the International Red Cross, the ‘marketing offer’ is health education and charitable workplace giving – not to mention efforts in recruiting blood donors.11

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. These sellers suffer from marketing myopia.12 They are so obsessed 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 means to solve a consumer problem. A manufacturer of drill bits may think that the customer needs a drill bit. But what the customer really needs is a neatly drilled hole. These sellers will have trouble if a new product comes along that serves the customer’s need better or less expensively. The customer will have the same need but will want the new product.

Smart marketers look beyond the attributes of the products and services they sell. By coordinating several services and products, they create brand experiences for consumers. For example, visiting a famous theme park such as Parque Warner,13 just outside Madrid in Spain, is certainly an experience; so is a ride on a Harley-Davidson motorcycle. Your Nikes are more than just shoes: they are an empowering experience that makes you think you can ‘just do it’. And you don’t just watch AC Milan play football: you immerse yourself in the San Siro experience.14 ‘What consumers really want [are offers] that dazzle their senses, touch their hearts, and stimulate their minds’, declares one expert. ‘They want [offers] that deliver an experience.’15




Customer 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 market offerings? Customers form expectations about the value and satisfaction that various market offerings will deliver and buy accordingly. Satisfied customers buy again and tell others about their good experiences. Dissatisfied customers often switch to competitors and make negative comments about 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. We will revisit these core concepts later in the chapter.




Exchanges and relationships

Marketing occurs when people decide to satisfy needs and wants through exchange relationships. Exchange is the act of obtaining a desired object from someone by offering something in return. In the broadest sense, the marketer tries to bring about a response to some market offering. The response may be more than simply buying or trading products and services. For instance, a political candidate wants votes, a church wants a bigger congregation, an orchestra wants an audience, and a social action group wants to change government policy and public opinion.

Marketing consists of actions taken to build and maintain mutually beneficial 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 relationships by consistently delivering superior customer value. We will expand on the important concept of managing customer relationships later in the chapter.




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.

Marketing means managing markets to bring about profitable customer relationships. However, creating these relationships takes work. Sellers must search for buyers, identify their needs, design good market offerings, 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 purchasing agents do marketing when they track down sellers and bargain for good terms.

Figure 1.2 shows the main elements in a modern marketing system. Most of the time we think of marketing as serving a market of final consumers in the face of competitors. The company and its competitors send their respective offers and messages to consumers, either directly or through marketing intermediaries. All the actors in the system are affected by major environmental forces (demographic, economic, physical, technological, political/legal, social/cultural) that we discuss later (see Chapter 3).

Each party in the system adds value for the next level. All of the arrows represent relationships that must be developed and managed. Thus, a company’s success at building profitable relationships depends not only on its own actions, but also on how well the entire system serves the needs of final consumers. Aldi cannot fulfil its promise of low prices unless its suppliers provide merchandise at low costs. And BMW cannot deliver high quality to car buyers unless its suppliers manufacture outstanding component parts and its dealers provide excellent sales and service.
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DESIGNING A CUSTOMER-DRIVEN MARKETING STRATEGY

Once it fully understands consumers and the marketplace, marketing management can design a customer-driven marketing strategy. We define marketing management as the art and science of choosing target markets and building profitable relationships with them. The marketing manager’s aim is to find, attract, keep and grow target customers by creating, delivering and communicating superior customer value.

To design a winning marketing strategy, the marketing manager must answer two important questions: what customers will we serve (what’s our target market) and how can we serve these customers best (what’s our value proposition)? We will discuss these marketing strategy concepts briefly here, and then look at them in more detail in the next chapter.


Selecting customers to serve

The company must first decide who it will serve. It does this by dividing the market into segments of customers (market segmentation) and selecting which segments it will go after (target marketing). Some people think of marketing management as finding as many customers as possible and increasing demand. But marketing managers know that they cannot serve all customers in every way. By trying to serve all customers, they will probably not serve any customers very well. Instead, the company wants to select only customers that it can serve well and profitably. For example, Waitrose supermarkets profitably target the affluent; Lidl profitably targets families with modest means.

Some marketers may even seek fewer customers and lower demand. For example, some public transport systems have trouble meeting demand during peak usage periods; as travellers we experience this as overcrowded buses and trains. In these and other cases of excess demand, organisations may practise demarketing to reduce the number of customers or to shift their demand temporarily or permanently. In order to reduce demand for seats on trains, for example, train companies use a price structure to persuade tourists and other leisure travellers to take their trips outside peak business periods such as rush hour. Many public healthcare organisations across Europe use demarketing to persuade people to use services only when they need them, and not simply when it is convenient.16

Thus, marketing managers must decide which customers they want to target, and on the level, timing and nature of their demand. Simply put, marketing management is customer management and demand management.




Choosing a value proposition

The company must also decide how it will serve targeted customers – how it will differentiate and position itself in the marketplace. A company’s value proposition is the set of benefits or values it promises to deliver to consumers to satisfy their needs. Porsche promises driving performance and excitement and tells us that: ‘There is no substitute.’ Red Bull energy drink, on the other hand, captures a large part of the energy drink market by promising ‘It gives you w-i-i-i-ngs!’

Such value propositions differentiate one brand from another. They answer the customer’s question, ‘Why should I buy your brand rather than a competitor’s?’ Companies must design strong value propositions that give them the greatest advantage in their target markets.




Marketing management orientations

Marketing management wants to design strategies that will build profitable relationships with target consumers. But what overall approach should guide these marketing strategies? What weight should be given to the interests of customers, the organisation and society? Very often, these interests conflict.

There are five alternative overall approaches, or ‘concepts’, to the design and implementation of marketing strategies: the production, product, selling, marketing and societal marketing concepts.


The production concept

The focus here is on production efficiency. The production concept holds that consumers will favour products that are available and highly affordable. Therefore, management should focus on improving production and distribution efficiency. This concept is one of the oldest orientations that guides sellers.

The production concept is still a useful philosophy in some situations. For example, Asian computer maker Legend (its subsidiary Lenovo is better known in the West) dominates the highly competitive, price-sensitive Chinese PC market through low labour costs, high production efficiency and mass distribution. However, although useful in some situations, the production concept can lead to marketing myopia. Companies adopting this orientation run a major risk of focusing too narrowly on their own operations and losing sight of the real objective – satisfying customer needs and building customer relationships.




The product concept

Here, the focus is on the product itself. The product concept holds that consumers will favour products that offer the most in quality, performance and innovative features. Under this concept, marketing strategy focuses on making continuous product improvements.

Naturally, product quality and improvement are important parts of most marketing strategies. However, focusing only on the company’s products can also lead to marketing myopia. For example, some manufacturers believe that if they can ‘build a better mousetrap, the world will beat a path to their door’. But they are often rudely shocked. Buyers may well be looking for a better solution to a mouse problem but not necessarily for a better mousetrap. The better solution might be a chemical spray, an exterminating service, or something that works better than a mousetrap. Furthermore, a better mousetrap will not sell unless the manufacturer designs, packages and prices it attractively, 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.




The selling concept

Many companies follow the selling concept, which holds that consumers will not buy enough of the firm’s products unless it undertakes a large-scale selling and promotion effort. The concept is typically practised with unsought goods – things that people often just do not think they need, such as insurance policies or organ donation. These industries must be good at tracking down prospects and selling them on product benefits.

Such aggressive selling, however, carries high risks. It focuses on creating sales transactions rather than on building long-term, profitable customer relationships. The aim often is to sell what the company makes rather than making what the market wants. It assumes that customers who are coaxed into buying the product will like it. Or, if they do not like it, they will possibly forget their disappointment and buy it again later. These are usually poor assumptions.




The marketing concept

The marketing concept holds that achieving organisational goals depends on knowing the needs and wants of target markets and delivering the desired satisfactions better than competitors do. Under the marketing concept, customer focus and value are the paths to sales and profits. Instead of a product-centred ‘make and sell’ philosophy, the marketing concept is a customer-centred ‘sense and respond’ philosophy. It views marketing not as ‘hunting’ but as ‘gardening’. The job is not to find the right customers for your product, but to find the right products for your customers.

Figure 1.3 contrasts the selling concept and the marketing concept. The selling concept takes an inside-out perspective. It starts with the factory, focuses on the company’s existing products, and calls for heavy selling and promotion to obtain profitable sales. It focuses primarily on customer conquest – getting short-term sales with little concern about who buys or why.

In contrast, the marketing concept takes an outside-in perspective. The marketing concept starts with a well-defined market, focuses on customer needs and integrates all the marketing activities that affect customers. In turn, it leads to profits by creating lasting relationships with the right customers based on customer value and satisfaction.

Implementing the marketing concept often means more than simply responding to customers’ stated desires and obvious needs. Customer-driven companies research current customers in detail to learn about their desires, gather new product and service ideas, and test proposed product improvements. Such customer-driven marketing usually works well when a clear need exists and when customers know what they want.

In many cases, however, customers do not know what they want or even what is possible. For example, even 20 years ago, consumers would not have dreamt of asking for products we regard today as normal, such as smartphones with FaceTime, tablet computers, 24-hour online shopping and satellite navigation systems for cars. Such situations call for customer-driving marketing – understanding customer needs even better than customers themselves do and creating products and services that meet existing and latent needs, now and in the future. As an executive at 3M puts it: ‘Our goal is to lead customers where they want to go before they know where they want to go.’
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The societal marketing concept


The societal marketing concept questions whether the pure marketing concept overlooks possible conflicts between consumer short-term wants and consumer long-term welfare. Is a firm that satisfies the immediate needs and wants of target markets always doing what is best for consumers in the long run? The societal marketing concept holds that marketing strategy should deliver value to customers in a way that maintains or improves both the consumer’s and the society’s well-being.

Consider the fast-food industry. You may view today’s giant fast-food chains as offering tasty and convenient food at reasonable prices. Yet many nutritionists and environmental groups have voiced concerns. They point to increasing levels of obesity in adults and in children at ever earlier ages. What’s more, these products are wrapped in convenient packaging, leading to waste and pollution. Thus, in satisfying short-term consumer wants, the highly successful fast-food chains may be harming consumer health and causing environmental problems in the long run.17



MARKETING AT WORK 1.1

Facebook: real-time marketing all the time

The world is rapidly going online, social and mobile, and no company is more online, social and mobile than Facebook. The huge social media network has a deep and daily impact on the lives of hundreds of millions of members around the world.

Facebook is enormous. Since its foundation in 2004 by Mark Zuckerberg, who was a student at Harvard University at the time and created the first version of the website in his dorm room, the company has signed up more than 1.4 billion members – a 13 per cent increase year over year. These people represent one-seventh of the world’s population and combine to make more than 150 billion friend connections. Some 968 million Facebook members access the site daily. There are 1.25 billion mobile active users. Together, this army uploads 300 million photos, ‘likes’ 4.5 billion items, and shares 4.75 billion pieces of content daily.
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By wielding all of that influence, Facebook has the potential to become one of the world’s most powerful and profitable online marketers. Most brands, small and large, have now built their own Facebook pages, gaining free and relatively easy access to the gigantic community’s word-of-web potential. And with the massive number of likes clicked every day, a wide range of companies want a piece of that action. At one extreme, the Panaderia y Reposteria bakery in Madrid, Spain, has 159 Facebook fans. At other extremes, luxury watch maker Rolex boasts 4.5 million fans, and Coca-Cola, the most ‘liked’ brand on Facebook, has 92 million and rising.

As the company has matured, however, Facebook has come to realise it must make its own marketing and money-making moves. If it doesn’t make money, it can’t continue to serve its members. And now that it is a public company, it must grow and turn a profit for investors. Therefore, Facebook has changed its philosophy on advertising. Today, companies can place display or video ads on users’ home, profile or photo pages. Facebook maintains one of the richest collections of user profile data in the world. Thus, ads there can be carefully targeted based on user location, gender, age, likes and interests, relationship status, workplace and education.

But, taking advantage of the social sharing power of the site, Facebook’s ads are designed to do far more than simply capture the right eyeballs. They are designed to harness the power of social connections and move people to action, by, for example, asking people about their opinion and thus engaging them. Therefore, Facebook ads blend in with regular user activities, and users can interact with ads by leaving comments, making recommendations, clicking the ‘like’ button or following a link to a brand-sponsored Facebook page – and all of this in real time.

This makes Facebook – next to Twitter and Instagram – one of most important platforms for real-time marketing. Instead of creating a marketing plan in advance and executing it according to a fixed schedule, real-time marketing is creating a communication strategy focused on current, relevant trends and immediate feedback from customers, with the goal to connect consumers with the product, brand or service that they need now, in the moment.

Today, many real-time marketing efforts centre on major media events, such as the Wimbledon tennis tournament in London, the Olympic Games and the FIFA World Cup. These events let marketers engage with huge, ready-made audiences. For example, during the World Cup in Brazil in 2014, when footballer Luis Suarez bit an Italian player’s ear during one of the matches, many food companies decided to cash in on the controversy with a reference to their food products. For example, Snickers responded with an image of a bitten Snickers bar and the words ‘More satisfying than Italian’. After posting the message on their Facebook and Twitter page, the popular chocolate bar brand earned a total of more than 15 million impressions within seconds. The tweet was retweeted 43,184 times and Snickers’ Twitter handle gained almost 5,000 followers in less than two days. Other brands cleverly tweeting and posting thanks to Suarez’s actions include Nando’s, Pizza Express India and McDonald’s Uruguay. McDonalds Uruguay had the highest number of retweets from the aforementioned companies: their post was retweeted more than 72,000 times and the Uruguay McDonald’s page received more than 2,500 followers in less than 24 hours.

Other companies attached real-time efforts to events in competitive or natural environments. For example, when news spread that Apple’s iPhone 6 can get bent out of shape when it’s in the customers’ pocket, KitKat decided that it needed to get in on #bendgate. Within 30 minutes, the brand whipped up an image of a candy bar snapped into a 45-degree angle with a piece of pithy copy saying that KitKat doesn’t bend but breaks – a clever reference to its own famous tagline. This post ended up as the most retweeted brand tweet of all time. That message, which was posted on Facebook and Twitter, resonated tremendously with its target audience. The message was retweeted 100 times within the first 10 minutes; less than an hour later, the post had 1,000 retweets. KitKat was also running promoted tweets and posts to amplify the message. The tweet has now been retweeted more than 27,000 times, racked up more than 13,000 favourites and has increased the brand’s followers by a few thousand. To compare, Oreo’s famous ‘You Can Still Dunk in the Dark’ tweet, sent when the lights went out at the 2013 Super Bowl (which is often credited for kick-starting the real-time marketing trend), has collected 15,000 retweets and more than 6,000 favourites.

Minute-by-minute marketing strikes rarely succeed. Instead, to be consistently successful, real-time marketing must be part of a broader, carefully conceived strategy that makes the brand itself an engaging and relevant part of consumers’ lives, such as the example above. In today’s world, brands must evolve their entire plan to marketing in a real-time world. Today’s smartphone-wielding, social media-inclined customers are no longer just second-screen viewing – rather, they are second-screen living. Smart brands build agile, ongoing real-time marketing programmes that listen in on social spaces and respond with relevant marketing content that blends smoothly with the dynamics of customers’ real-time social sharing.

Whether connected to a social cause, a trending topic or event, a consumer’s personal situation, or something else, the essential concept behind successful real-time marketing is pretty simple: find or create ongoing connections between the brand and what’s happening and important in consumers’ lives, then engage consumers genuinely in the moment.

Questions


	Take a look at the advertising material you receive on your own Facebook. Is Facebook doing a good job with its targeted advertising material?

	Where do you think targeted advertising through social media is going next? For example, it is likely that advertisers will soon use photo recognition software to identify what appears in the user-generated content of social media accounts and target advertising accordingly. What next?



Sources: Craig Smith, ‘By the Numbers: 200+ Amazing Facebook Statistics (November 2015),’ DMR, 15 December 2015, http://expandedramblings.com/index.php/by-the-numbers-17-amazing-facebook-stats/; ‘The Top 20 Valuable Facebook Statistics – Updated October 2015,’ Zephora, https://zephoria.com/top-15-valuable-facebook-statistics/; George, ‘What Is Real-time Marketing and How You Can Use It,’ ERSM, 2 March 2015, http://wersm.com/what-is-real-time-marketing-and-how-you-can-use-it/; Lauren Johnson, ‘Big Brands React to Luis Suarez’s World Cup Biting Incident,’ Adweek, 24 June 2014, http://www.adweek.com/news/technology/big-brands-react-luis-suarez-s-world-cup-biting-incident-158549; Molly Moriarity, ‘Real-Time Marketing Fires Up Brands During World Cup,’ Crimson Hexagon, 11 July 2014, http://www.crimsonhexagon.com/blog/marketing/real-time-marketing-fires-up-brands-during-world-cup/; Lauren Johnson, ‘KitKat’s Bendgate Tweet Has Officially Eclipsed Oreo’s Super Bowl Win,’ Adweek, 26 September 2014, http://www.adweek.com/news/advertising-branding/how-kitkats-awesome-bendgate-tweet-came-together-30-minutes-160414; Duncan Riley, ‘Facebook Q4 Revenue Increases to $3.85 Billion off the Back of Mobile Ad Growth,’ Silicon Angle, 28 January 2015, http://siliconangle.com/blog/2015/01/28/facebook-q4-revenue-increases-to-3-85-billion-off-the-back-of-mobile-ad-growth/; Josh Constine, ‘Facebook Will Launch Content-Specific News Feeds, Bigger Photos, and Ads,’ Techcrunch, 5 March 2013, http://techcrunch.corW2013/03/05/facebook-news-feeds-launch/; Emmanuel Maiberg, ‘The Top 25 Facebook Games of May 2013,’ Adweek, 1 May 2013, www.insidesocialgames.com/2013/05/01/the-top-25-facebook-games-of-may-2013/; ‘Facebook’s Sales Chief: Madison Avenue Doesn’t Understand Us Yet,’ Advertising Age, April 29, 2011, www.adage.com/print/227314/; Ingrid Lunden, ‘Spotify: The Music Service that Facebook Could Have Been, Wanted to Be, or Might Be One Day?’ Techcrunch, 6 December 2012, http://techcrunch.com/2012/12/06/spotify-the-music-service-that-facebook-could-have-been-wanted-to-be-or-might-be-one-day/; Jim Edwards, ‘How Facebook Will Reach $12 Billion in Revenue,’ Business Insider, 18 December 2012, www.businessinsider.com/facebooks-annual-revenues-by-year-2012-12; Ashlee Vance, ‘Facebook: The Making of 1 Billion Users,’ Bloomberg, 4 October 2012, https://www.bloomberg.com/news/articles/2012-10-04/facebookthe-making-of-1-billion-users; and information from www.facebook.com, accessed October 2015.
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As Figure 1.4 shows, companies should balance three considerations in setting their marketing strategies: company profits, consumer wants and society’s interests. Cadbury had a problem in 2007 when warnings for nut-allergy sufferers were missed off the packaging of its Creme Eggs. Despite this happening at Easter, when sales are at their absolute peak, and such allergies affecting only a tiny proportion of the population, Cadbury felt it had no choice but to recall the products.18








PREPARING A MARKETING PLAN AND PROGRAMME

The company’s marketing strategy outlines which customers the company will serve and how it will create value for these customers. Next, the marketer develops a marketing programme that will actually deliver the intended value to target customers. The marketing programme aims to build customer relationships by transforming the marketing strategy into action. It consists of the firm’s marketing mix, the set of marketing tools the firm uses to implement its marketing strategy.

The best known, and simplest, way of classifying the major marketing mix tools is called the four Ps of marketing: product, price, place and promotion. Do not make the mistake of thinking that the well-known four Ps classification is a profound marketing concept – rather, it is a simple framework that helps to classify the many tools available to the marketing manager into coherent groups. To deliver on its value proposition, the firm must first create a need-satisfying market offering (product). It must decide how much it will charge for the offer (price) and how it will make the offer available to target consumers (place). Finally, it must communicate with target customers about the offer and persuade them of its merits (promotion). We will explore marketing programmes and the marketing mix in much more detail in later chapters.
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MAKING CONNECTIONS Linking the concepts


What have you learned so far about marketing? For the moment, set aside the more formal definitions we’ve examined and try to develop your own understanding of marketing.


	In your own words, what is marketing? Write down your definition. Does your definition include such key concepts as customer value and relationships?

	What does marketing mean to you? How does it affect your life on a daily basis?

	What brand of trainers did you purchase last? Describe your relationship with Nike, New Balance, Reebok, Adidas, or whichever company made the shoes you purchased.










BUILDING CUSTOMER RELATIONSHIPS

The first three steps in the marketing process – understanding the marketplace and customer needs, designing a customer-driven marketing strategy and constructing marketing programmes – all lead up to the fourth and most important step: building profitable customer relationships.


Managing marketing relationships

The necessity of managing the organisation’s relationships, sometimes called relationship marketing19 or, popularly, customer relationship management (CRM), is perhaps the most important new idea in modern marketing. Until recently, CRM has been defined narrowly as a customer data management activity. By this definition, it involves managing detailed information about individual customers and carefully managing customer ‘touch points’ in order to maximise customer loyalty – that is, the company uses its data about past transactions and interactions as a corporate memory, to help it more effectively engage with its customers in the present. We will discuss this narrower CRM activity later (see Chapter 4), when we deal with managing marketing information.

More recently, however, CRM has taken on a broader meaning. In this broader sense, it is the overall process of building and maintaining profitable customer relationships by delivering superior customer value and satisfaction. It deals with all aspects of acquiring, keeping and growing customers – the opening case of UEFA showed how complex this can be.
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Skoda would argue their cheap car represents much better value for money than a Prius – but customers often perceive value to be much more than simple economics
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Relationship building blocks: customer value and satisfaction

The key to building lasting customer relationships is to create superior customer value and satisfaction. Satisfied customers are more likely to be loyal customers and to give the company a larger share of their business for longer.


Customer value

Attracting and retaining customers can be a difficult task. Customers often face a bewildering array of products and services from which to choose. A customer is likely to buy from the firm that offers the highest customer perceived value – the customer’s evaluation of the difference between all the benefits and all the costs of a market offering relative to those of competing offers.

For example, Toyota Prius hybrid car owners gain a number of benefits. The most obvious benefit is fuel efficiency and hence reduced running costs. However, by purchasing a Prius the owners may also perceive some status and image values. Driving a Prius makes owners feel and appear more environmentally responsible. When deciding whether to purchase a Prius, customers will weigh these and other perceived values of owning the car against the money, effort and psychic costs of acquiring it. Moreover, they will compare the value of owning a Prius against that of owning another hybrid or non-hybrid car. They will select the brand that gives them the greatest perceived value. Other drivers may prioritise factors other than efficiency and environmental impact – such as performance and social status reinforcement. These people would be more likely to buy a BMW or a Mercedes.

Customers often do not judge product values and costs accurately or objectively. They act on perceived value. For example, is the Prius really the most economical choice? Running costs may be lower, but an alternative such as a Skoda might be much cheaper to buy. In reality, it might take years to save enough in reduced fuel costs to offset the car’s higher price. However, Prius buyers perceive that they are getting real value.




Customer satisfaction

Customer satisfaction depends on the product’s perceived performance relative to a buyer’s expectations. If the product’s performance falls short of expectations, the customer is dissatisfied. If performance matches expectations, the customer is satisfied. If performance exceeds expectations, the customer is highly satisfied or delighted.

Outstanding marketing companies go out of their way to keep important customers satisfied. Highly satisfied customers make repeat purchases and tell others about their good experiences with the product. Most studies show that higher levels of customer satisfaction lead to greater customer loyalty, which in turn results in better company performance.20 The key is to match customer expectations with company performance. Smart companies aim to delight customers by promising only what they can deliver, then delivering more than they promise.

However, although the customer-centred firm seeks to deliver high customer satisfaction relative to competitors, it does not attempt to maximise customer satisfaction. A company can always increase customer satisfaction by lowering its price or increasing its services. But this may result in lower profits. Thus, the purpose of marketing is to generate customer value profitably.






Customer relationship levels and tools

Companies can build customer relationships at many levels, depending on the nature of the target market. At one extreme, a company with many low-margin customers may seek to develop basic relationships with them. For example, Tesco has handed out millions of Clubcard loyalty cards which it uses to collect and analyse data on the shopping habits of a good proportion of the UK population. At the other extreme, in markets with few customers and high margins, sellers want to create full partnerships with key customers. This is often the case where one business is selling to another – Nestlé customer teams work closely with Sainsbury’s, Asda, Carrefour and other major supermarkets – but also where the product is customised or tailored to the specific needs of a specific customer – such as a bespoke suit. In between these two extreme situations, other levels of customer relationships are appropriate.

Beyond offering consistently high value and satisfaction, marketers can use specific marketing tools to develop stronger bonds with consumers. For example, many companies now offer frequency marketing programmes that reward customers who buy frequently or in large amounts. Airlines offer frequent-flyer programmes and hotels give room upgrades to their frequent guests.
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Other companies sponsor club marketing programmes that offer members special discounts and create member communities. For example, Porsche, the German sports car manufacturer, sponsors owners’ clubs in many countries around the world. As well as organising purely social events such as dinners, track days and charity fundraising events, the clubs also run trips to the Porsche manufacturing and development centres in Stuttgart, Leipzig and Weissach. Porsche as a commercial enterprise has a brand and human presence at all of these events and makes sure that the relationships with current owners are maintained and developed over time.21

To build customer relationships, companies can add structural ties as well as financial and social benefits. A business marketer might supply customers with special equipment or online linkages that help them manage their orders, payroll or inventory.






The changing nature of customer relationships

Dramatic changes are occurring in the ways in which companies are relating to their customers. Yesterday’s companies focused on mass marketing to all customers at arm’s length. Today’s companies are building more direct and lasting relationships with more carefully selected customers. Here are some important trends in the way companies are relating to their customers.


Relating with more carefully selected customers

Few firms today still practise true mass marketing – selling in a standardised way to any customer who comes along. Today, most marketers realise that they do not want relationships with every customer. Instead, companies now are targeting fewer, more profitable customers. Called selective relationship management, many companies now use customer profitability analysis to weed out customers that cost them money and to target ones that are profitable for pampering. Once they identify profitable customers, firms can create attractive offers and special handling to capture these customers and earn their loyalty.

But what should the company do with unprofitable customers? If it cannot turn them into profitable ones, it may even want to cease selling to customers that are too unreasonable or that cost more to serve than they are worth. For example, banks now routinely assess customer profitability based on such factors as an account’s average balances, account activity, services usage, branch visits and other variables. For most banks, profitable customers with large balances are pampered with premium services, whereas unprofitable, low-balance ones get the cold shoulder. The Dutch bank ING Direct selects accounts differently. It seeks relationships with customers who do not need or want expensive pampering while firing those who do.

ING Direct is the fast-food chain of financial services. With a handful of offerings including savings accounts, mortgages, certificates of deposit (CDs) and home equity loans, the bank is about as no-frills as it gets. Yet its profits are downright gaudy. ING Direct’s secret? Selective relationship management. The bank attracts low-maintenance customers with competitive interest rates. Then, to offset that generosity, the bank does 91 per cent of its transactions online and offers bare-bones service. ING Direct really does not want to do business with overly demanding customers. By ditching clients who need the direction, hand-holding and personalised service of a branch bank, the company has driven its cost per account to a third of the industry average.

The former CEO of ING Direct USA, Arkadi Kuhlmann, explained in an interview with business magazine Forbes:

We wanted to actually be a cost competitor in the business. So we wanted to run our costs at one-third of the normal bank, and our revenue at half the industry, and have about the same return on equity … The process was taking 14 steps to open an account and turning it into three. And then reengineer the customer, make sure the customer that is in front of you is a customer that you can actually get a positive experience with. What I want to do is make sure that you can be happy when I see you. We have this in other retailing, where people understand what you get in a restaurant versus what you get in a takeout. When it comes to banking, everybody thinks they get everything. And so, we basically do not do any of that advice or hand holding.22

Of course, marketing strategies and tactics like this can cause significant issues for society as a whole – as we saw with the dissatisfied football fans in the UEFA case – and we will discuss these later (see Chapter 16).




Relating for the long term

Just as companies are being more selective about which customers they choose to serve, they are serving chosen customers in a deeper, more lasting way. Today’s companies are going beyond designing strategies to attract new customers and create transactions with them. They are using CRM to retain current customers and build profitable, long-term relationships with them. From this perspective marketing is the science and art of creating, developing and sustaining interactive relationships with profitable customers.23

Why the new emphasis on retaining and developing/growing customers? In the past, growing markets and an upbeat economy meant a plentiful supply of new customers. However, companies today face some new marketing realities. Changing demographics, more sophisticated competitors and overcapacity in many industries mean that there are fewer customers to go around. Many companies are now fighting for shares of flat or fading markets.
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Selective relationship management: ING Direct seeks relationships with customers who do not need or want expensive pampering, routinely ‘firing’ overly demanding customers. The bank lures low-maintenance customers with high interest rates and no fees or minimums. ‘No bull!’

Source: ING Direct. With permission.



As a result, the costs of attracting new consumers are rising. In fact, on average, it can cost a lot more to attract a new customer than it does to keep a current customer satisfied – meaning that some investment in keeping current customers can save a lot further down the line.




Relating directly

Beyond connecting more deeply with their customers, many companies are also connecting more directly. In fact, direct marketing is booming. Consumers can now buy virtually any product without going to a shop – online shopping using a laptop, tablet or smartphone; by telephone; and even good old catalogue mail order. Naturally, business buyers make extensive use of the Internet to buy items ranging from standard office supplies to high-priced, high-tech computer equipment.

Some companies sell only via direct channels – firms such as Amazon and ASOS, for example. Other companies use direct connections to supplement their other communications and distribution channels. For example, Xbox consoles and games are available from many high-street retailers, but once set up and connected to the web, customers can buy new games, add-ons for games they already own, music and films through the online marketplace – as well as being able to purchase trailers and demos of new games.

Some marketers have hailed direct marketing as the ‘marketing model of the next century’. They foresee a day when all buying and selling will involve direct connections between companies and their customers. Others, while agreeing that direct marketing will play a growing and important role, see it as just one more way to approach the marketplace. We will take a closer look at the world of direct marketing later (see Chapters 13 and 14).






Partner relationship management

When it comes to creating customer value and building strong customer relationships, today’s marketers know that they cannot go it alone. They must work closely with a variety of marketing partners. In addition to being good at CRM, marketers must also be good at partner relationship management. Major changes are occurring in how marketers partner with others inside and outside the company jointly to bring more value to customers.


Partners inside the company

Traditionally, marketers have been charged with understanding customers and representing customer needs to different company departments. The old thinking was that marketing is done only by marketing, sales and customer support people. However, in today’s more connected world, marketing no longer has sole ownership of customer interactions. Every functional area can interact with customers, especially electronically. The new thinking is that every employee must be customer focused. David Packard, late co-founder of Hewlett-Packard, wisely said, ‘Marketing is far too important to be left only to the marketing department.’24 This has led to the idea of ‘the part-time marketer’ – someone who works for the organisation but not in the marketing department and who has, nevertheless, the opportunity to impact positively or negatively upon how customers think about the firm. Technicians can make a good or bad impression, as can shop-floor staff and anyone who answers the phone when a customer calls.25

Today, rather than letting each department go its own way, firms are linking all departments in the cause of creating customer value. Rather than assigning only sales and marketing people to customers, they are forming cross-functional customer teams. As an example of this culture, Procter & Gamble (P&G) assigns ‘customer development teams’ to each of its major retailer accounts. These teams – consisting of sales and marketing people, operations specialists, market and financial analysts, and others – coordinate the efforts of many P&G departments towards helping the retailer be more successful.




Marketing partners outside the firm

Changes are also occurring in how marketers connect with their suppliers, channel partners and even competitors. Most companies today are networked companies, relying heavily on partnerships with other firms.

Marketing channels consist of distributors, retailers and others who connect the company to its buyers. The supply chain describes a longer channel, stretching from raw materials through components to final products that are carried to final buyers. For example, the supply chain for smartphones consists of suppliers of microprocessors, screens, cameras and other components, the smartphone manufacturer, and the distributors, retailers and others who sell the phones.

Through supply chain management, many companies today are strengthening their connections with partners all along the supply chain. They know that their fortunes rest not just on how well they perform. Success at building customer relationships also rests on how well their entire supply chain performs against competitors’ supply chains. These companies do not just treat suppliers as vendors and distributors as customers. They treat both as partners in delivering customer value. On the one hand, for example, Mercedes works closely with carefully selected suppliers to improve quality and operations efficiency. On the other hand, it works with its franchise dealers to provide top-grade sales and service support that will bring customers through the door and keep them coming back.

Beyond managing the supply chain, today’s companies are also discovering that they need strategic partners if they hope to be effective. In the new, more competitive global environment, going it alone is going out of style. Strategic alliances are booming across almost all industries and services. For example, Apple partners with IBM to develop new business apps, and Spotify partners with Uber to deliver the customer’s preferred sounds to their Uber ride.

Sometimes even competitors work together for mutual benefit. For example, oral-care competitors P&G and Philips joined forces to create the innovative IntelliClean system, a combination power toothbrush and toothpaste dispensing system. For years Sony partnered with Ericsson to produce smartphones – the Japanese electronics giant brought decades of experience in manufacturing high-quality handheld gadgets and the Swedish telecoms giant brought detailed knowledge in respect of design and use of this product category by customers. This successful partnership came to an end in 2012 when Sony bought Ericsson’s share of the Sony Ericsson venture.26








CAPTURING VALUE FROM CUSTOMERS

The first four steps in the marketing process involve building customer relationships by creating and delivering superior customer value. The final step involves capturing value in return, in the form of current and future sales, market share and profits. By creating superior customer value, the firm creates highly satisfied customers who stay loyal and buy more. This, in turn, means greater long-run returns for the firm. Here, we discuss the outcomes of creating customer value: customer loyalty and retention; share of market and share of customer; and customer equity.


Creating customer loyalty and retention

Good CRM creates customer delight. In turn, delighted customers remain loyal and talk favourably to others about the company and its products. Studies show big differences in the loyalty of customers who are less satisfied, somewhat satisfied and completely satisfied. Even a slight drop from complete satisfaction can create an enormous drop in loyalty. Thus, the aim of CRM is to create not just customer satisfaction, but customer delight.27

Companies are realising that losing a customer means losing more than a single sale. It means losing the entire stream of purchases that the customer would make over a lifetime of patronage. For example, Porsche believe that someone who buys a new Porsche will typically replace it with a new car after seven years. Five years after purchase, the company starts to target these owners with letters and other communications to make sure their next car is a Porsche as well – if this works, that is another £80,000 in revenue. Indeed, Lexus estimates that a single satisfied and loyal customer is worth $600,000 in lifetime sales. You almost certainly visit a supermarket once a week or more – you may not spend much per visit, but consider how this sum adds up over a year or two. Thus, working to retain and grow customers makes good economic sense. In fact, a company can lose money on a specific transaction but still benefit greatly from a long-term relationship. Banks recognise this when putting together account packages for students. While at university, it is likely they will cost rather than make their bank money – because of reduced rate loans and overdrafts, low-level balances and often free gifts for account opening. When the student becomes a full-time worker four or five years later, that is the point at which this customer will begin to become profitable – statistics tell us that you are more likely to get divorced than change your bank.

This means that companies must aim high in building customer relationships. Customer delight creates an emotional relationship with a product or service, not just a rational preference.




Growing share of customer

Beyond simply retaining good customers to capture customer lifetime value, good CRM can help marketers to increase their share of customer – the share they get of the customer’s purchasing in their product categories. Thus, banks want to increase ‘share of wallet’. Supermarkets and restaurants want to get more ‘share of stomach’. Car companies want to increase ‘share of garage’ and airlines want greater ‘share of travel’.

To increase share of customer, firms can offer greater variety to current customers. Or they can train employees to cross-sell and up-sell in order to market more products and services to existing customers. For example, Amazon is highly skilled at managing and developing relationships with its customers to increase its share of each customer’s purchases.28 Originally an online bookseller, Amazon now offers customers music, films, gifts, toys, consumer electronics, office products and home improvement items. In addition, based on each customer’s purchase history, the company recommends related products that might be of interest – and the more you buy, the better it becomes at predicting what else will interest you – it even calls your personal, customised Amazon homepage ‘the page you made’. In this way, Amazon captures a greater share of each customer’s spending budget.




Building customer equity

We can now see the importance of not just acquiring customers, but of keeping and growing them as well. CRM takes a long-term view. Companies want not only to create profitable customers, but to ‘own’ them for life, capture their customer lifetime value, and earn a greater share of their purchases.


What is customer equity?

The ultimate aim of CRM is to produce high customer equity.29 Customer equity is the combined discounted customer lifetime values of all of the company’s current and potential customers. Clearly, the more loyal the firm’s profitable customers, the higher the firm’s customer equity. Customer equity may be a better measure of a firm’s performance than current sales or market share. Whereas sales and market share reflect the past, customer equity suggests the future.




Building the right relationships with the right customers

Companies should manage customer equity carefully. They should view customers as assets that need to be managed and maximised. But not all customers, not even all loyal customers, are good investments. Surprisingly, some loyal customers can be unprofitable, and some disloyal customers can be profitable. Which customers should the company acquire and retain? ‘Up to a point, the choice is obvious: keep the consistent big spenders and lose the erratic small spenders’, says one expert. ‘But what about the erratic big spenders and the consistent small spenders? It’s often unclear whether they should be acquired or retained, and at what cost.’30
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FIGURE 1.5 Customer relationship groups

Source: Reprinted by permission of Harvard Business Review. Exhibit adapted from ‘The Mismanagement of Customer Loyalty’, by Werner Reinartz and V. Kumar, July 2002, p. 93. Copyright © 2002 by the Harvard Business School Publishing Corporation; all rights reserved.



The company can classify customers according to their potential profitability and manage its relationships with them accordingly. Figure 1.5 classifies customers into one of four relationship groups, according to their profitability and projected loyalty.31 Each group requires a different relationship management strategy. ‘Strangers’ show low profitability and little projected loyalty. There is little fit between the company’s offerings and their needs. The relationship management strategy for these customers is simple: do not invest anything in them.

‘Butterflies’ are profitable but not loyal. There is a good fit between the company’s offerings and their needs. However, as with real butterflies, we can enjoy them for only a short while and then they are gone. Efforts to convert butterflies into loyal customers are rarely successful. Instead, the company should enjoy the butterflies for the moment. It should use promotional blitzes to attract them, create satisfying and profitable transactions with them, and then cease investing in them until the next time around.

‘True Friends’ are both profitable and loyal. There is a strong fit between their needs and the company’s offerings. The firm wants to make continuous relationship investments to delight these customers and nurture, retain and grow them. It wants to turn true friends into ‘true believers’, who come back regularly and tell others about their good experiences with the company. Apple has succeeded in this – there is even a website called ‘The Cult of Mac’ (www.cultofmac.com).

‘Barnacles’ are highly loyal but not very profitable. There is a limited fit between their needs and the company’s offerings. An example is smaller bank customers who bank regularly but do not generate enough returns to cover the costs of maintaining their accounts. Like barnacles on the hull of a ship, they create drag. Barnacles are perhaps the most problematic customers. The company might be able to improve their profitability by selling them more, raising their fees, or reducing service to them. However, if they cannot be made profitable, they should be ‘fired’.

The point here is an important one: different types of customers require different relationship management strategies. The goal is to build the right relationships with the right customers.
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MAKING CONNECTIONS Linking the concepts


We’ve covered a lot of territory. Again, slow down for a moment and develop your own thoughts about marketing.


	In your own words, what is marketing and what does it seek to accomplish?

	How well does Ford manage its relationships with customers? What CRM strategy does it use? Compare the relationship management strategies of Tesco and Asda.

	Think of a company for which you are a ‘true friend’. What strategy does this company use to manage its relationship with you?
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