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Introduction


Marketing is about the relationship between an organization and its marketplace, and in particular its customers and potential customers. Customers are the lifeblood of a business; without customers a business has no future. In order to succeed and make a profit, a business must therefore aim to identify and satisfy the needs of its customers. The purpose of marketing is to help the business achieve these aims. In this book you will learn, in a week, about the nature and techniques of successful marketing and how it can improve business performance.


On Sunday we will consider the definition of marketing, what it is and what it is not, and the relationship between marketing and business performance. On Monday we will study the customer, their motives, values and attitudes and buyer behaviour (in customer and business-to-business markets). On Tuesday we focus on marketing information and marketing research and look at the techniques and processes used to obtain information to reduce risk in marketing decision making. Wednesday’s chapter describes marketing as a strategic activity and looks at the marketing decision process, as well as some of the most famous strategic techniques including the Boston Box, the Ansoff Box and Michael Porter’s Three Generic Strategies.


We spend the rest of the week looking in detail at the marketing mix – product, price, place and promotion, also known as the 4Ps. On Thursday we consider first the product element, which covers tangible and intangible benefits, brands, the product life cycle, new product development and product strategy decisions. We also look at price, which includes customers’ perceptions of value, our cost structure and competitors’ prices and value offerings. On Friday we focus on place - specifically the channels of distribution that are used to make the product or service available to the customer. Finally, on Saturday we review promotion, the fourth P of the marketing mix, which includes the communications process and the seven key decision areas of the promotional strategy.


Today’s business world is highly competitive and changing fast, and marketing, as a body of knowledge and best practice, must respond to these changes. However, there is one fundamental fact about marketing that remains constant: it is that, to become successful and remain successful, an organization must be better at meeting customers’ needs than the competition.
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Today we will set out to define marketing and to dispel some of the common misunderstandings regarding the meaning and nature of marketing. We will look at established UK and American definitions of marketing and some current European thinking about the definition of marketing for the twenty-first century. We will also summarize the history of marketing and how this business philosophy developed in response to increased competition.


We will consider the relationship between marketing and business performance and some of the key evidence to support the view that a ‘customer/marketing orientation’ can have a positive effect on profitability and performance.


We will also touch on the issue of competition and the need to consider the relationship between our customers/potential customers and our competitors in any discussion of our approach to marketing our business. We will return to this theme in more detail later in the week.


Finally today we will look at marketing and the business as a whole, and identify some of the key behaviours of businesses that have effectively (and profitably) made the customer/marketing orientation the basis of their operations.





Defining marketing


In essence, marketing is a relatively simple concept but at its root lies a fundamental approach to directing a business. Its simplicity can lead to the real meaning of marketing being misunderstood or misconstrued – and this can lull us into a false sense of security. And, if we don’t understand what marketing is, we had better hope that our competitors don’t know either – because, if they do, they will have a competitive advantage over us.


A good way to explain marketing is to start by dispelling two common misunderstandings regarding its meaning and nature.


•  Marketing is just a posh name for selling. WRONG! A sale is often the ultimate objective of a marketing strategy, but marketing covers a much broader range of activities than just the sale event. Selling is the exchange of a product or service for, most commonly, a monetary value. Selling can be viewed as the last step in the marketing process. If marketing has been effective, it should make selling ‘easier’ (although selling is never easy!) because promotional and sales effort will have been directed at those customer groups who have a perceived need for the company’s offering.


•  Marketing just means advertising. WRONG! Promotion (including advertising) is a strategic activity that focuses on transmitting informative and/or persuasive messages via a medium or range of media to defined target audiences. In simple terms promotion is, again, part of the marketing strategy (as we will see later). This potential misunderstanding is further compounded when news media talk about a ‘marketing gimmick’ when they mean a ‘promotional gimmick’.
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Some definitions of marketing


The UK Chartered Institute of Marketing (CIM) says that


‘Marketing is the management process responsible for identifying, anticipating and satisfying consumers’ requirements profitably.’


The American Marketing Association (AMA) defines marketing as


‘the process of planning and executing the conception, pricing, promotion, and distribution of ideas, goods, and services to create exchanges that satisfy individual and organizational objectives.’


Both of these definitions are manifestations of the prevailing view of what constitutes marketing. However, a number of commentators are now suggesting that it is time to redefine marketing for the 21st century. For instance, one suggested definition, from C. Grönroos of the Swedish School of Economics, Helsinki, is:


‘Marketing is to establish, develop and commercialize long-term customer relationships, so that the objectives of the parties involved are met. This is done by mutual exchange and keeping of promises.’


It is worth noting that both the AMA and Grönroos definitions refer to ‘exchange’. At the heart of marketing is the process of enabling individuals and organizations to obtain what they need and want through exchanges with others.


For the purposes of this book a simple, usable definition might be:


‘Marketing is the identification and anticipation of customers’ needs and the profitable satisfaction of those needs.’





In essence, marketing is a business philosophy that says it is easier to achieve your business objectives if you understand and meet customers’ needs. Customers should be the raison d’être of the business.


There are four key issues encompassed in our simple definition:


‘Marketing is the identification and anticipation of customers’ needs and the profitable satisfaction of those needs.’


  1  Identification To be truly marketing oriented, a business must identify customer needs. Marketing research linked to marketing decision making is the hallmark of a marketing-oriented company.


  2  Satisfaction Customers must feel that the benefits offered by the company’s products or services meet their needs. If this does not happen, there is little opportunity for repeat sales.


  3  Profitable Profit is an obvious business objective, and part of the ‘consideration’ (to use a term from contract law) for satisfying customer needs is to make a profit. In addition, for a business to survive and satisfy customer needs in the future, profit is essential.


  4  Anticipation Part of what marketing needs to do is study customers’ behaviour and attitudes to make it possible to predict how changes will affect future demand for products and services.


It is also important to stress that, when establishing and maintaining customer relationships, the seller gives a set of promises based on the performance of a product or service offered, i.e. the benefits inherent in the offering that the seller believes are matched to the needs of the customer. In return the buyer promises to meet his/her commitment in the exchange, generally some form of payment. Promise is a key component of marketing, not only during the first purchase but also as central to the ongoing relationship between buyers and sellers.


One way to get a better understanding is to take a brief look at the history of marketing.


A history of marketing


Some argue that marketing has been in existence whenever and wherever there have been buyers and sellers, i.e. a market. However, it is generally considered that marketing, as we understand it, developed when competition for customers intensified.


Before and during the Industrial Revolution (roughly 1750–1850 in the UK), goods were relatively scarce and producers could sell all that they could produce. The focus was therefore on production and distribution at the lowest cost. This approach to organizing a business is often referred to as a ‘production orientation’.


From the late 19th and early 20th centuries, competition grew and the focus turned to selling what could be produced, by persuading buyers to choose the seller’s product, regardless of whether it was the best match to the customer’s needs. A clear problem with this approach is that, if the product does not meet the customer’s needs, they will not purchase it again. Consequently, there will be no repeat sales and this will impact on the survival of the business. This approach to organizing a business is often referred to as a ‘sales orientation’.


From the 1950s onwards, most markets displayed intense competition for customers, and this competition drove the need to understand and satisfy customers’ needs if the business was to succeed. In essence, this approach puts the customer at the centre of a firm’s thinking and strategy, an approach to organizing a business that we often refer to as a ‘customer or marketing orientation’.


Marketing was once seen as the preserve of fast-moving consumer goods (FMCG) companies; now marketing and its techniques can be found in most industries. Even the public sector and charities are embracing the marketing orientation. In not-for-profit environments the main differences are that the objectives of the organization may not be expressed in terms of profitability or market share, and there is generally no real ‘competitive’ element.


In addition, marketing became an important academic subject – there is a reference to ‘marketing’ in a course syllabus at Ohio State University from 1921 – and is a central plank of management education, both undergraduate and postgraduate, across the world. I recently googled the term ‘marketing MBA’ and got 87.8 million results!


It is important to point out that, even now, ‘production-oriented’ and ‘sales-oriented’ organizations can still be identified in some business sectors. This situation seems to be related to:


•  the nature of the particular market environments of these sectors, e.g. large purchase values, very small number of customers, complex contractual arrangements


•  the attitudes/perceptions of senior management in these sectors.


Perhaps such management has been sceptical about whether marketing helps improve business performance and has therefore been reluctant to adopt the customer/marketing orientation.


Marketing and business performance


Both managers and academics have long been exercised by the ‘value’ of marketing to a business. In other words, if your business is marketing oriented, will you be more profitable than businesses that are not?


From a manager’s perspective, the issue is straightforward: why should you invest any scarce resource (including time and money) in marketing unless there is evidence that it will make you more profitable?


Academics have also focused on this issue, not only to support managers (by seeking to distil best practice) but also to understand the fundamental relationships between independent variables (such as what we do) and dependent variables (the results of what we do).


Academic research in this area began seriously in the 1970s. Probably one of the most important studies was the Profit Impact of Market Strategies (PIMS) study from Harvard University. The basis of the study was a huge survey and a large multiple regression model. It started with hundreds of independent variables that were considered to affect the key dependent variables (i.e. profit and return on investment (ROI), often referred to as return on capital employed (ROCE) in the UK) and finished up with 37 variables that explained most (80 per cent) of the causal effect. The study identified that profit margins and ROI are strongly, and positively, related to four key variables:


  1  business share of the target market, relative to the share held by the top three competitors (relative market share)


  2  customer rating of product/service performance, relative to competitors (customer perceived relative quality)


  3  asset productivity, measured in terms of value added/capital employed


  4  employee productivity, measured in terms of real value added per person.


As might be expected, a range of variables influences profitability, including those associated with the relationship between the business and its marketplace (including customers and competitors) and others within the firm (such as asset productivity and employee productivity, both related to the effective management of the business).


What seems to be clear from the PIMS study is that high market share is an important predictor of business performance. This is achieved by providing customers with the products/services that deliver benefits that they perceive match their needs best and this, fundamentally, is what marketing is all about. The second variable, customer perceived relative quality, confirms this: to be a leader in any market you must have a better offering than that of your competitors. So marketing, as a business philosophy and as a way of organizing a business, is one important independent variable affecting the key dependent variables of profit margin and ROI.


Researchers turned their attention to the relationship between ‘customer/marketing orientation’ (i.e. the implementation of the marketing concept encapsulated in our definition set out above) and business performance. During the 1990s a number of key studies were published and most indicate a positive, if sometimes weak, relationship between customer/marketing orientation and business performance.


What we can say is that the evidence shows that a customer/marketing orientation is associated with improved business performance.
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Customer/marketing orientation cannot deliver improved business performance on its own; all other elements of the business, including operational management, financial management and human resources management, must be managed in an effective way to contribute to the overall performance of the business.
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The four ‘big ideas’ in marketing


1 Exchange At the heart of marketing is the process of enabling individuals and organizations to obtain what they need and want through exchanges with others.


2 Promise In establishing and maintaining customer relationships, the seller gives a set of promises based on the performance of a product or service offered. In return, the buyer promises to meet his/her commitment in the exchange, generally some form of payment.


3 Matching Marketing matches the benefits in the organization’s offerings with the customer’s needs.


4 ‘Customer’ or ‘marketing’ orientation A business that is customer (or marketing) oriented puts customer needs at the centre of their thinking and strategy.





Customers and the competition


One important aspect of the real-world situation we have not addressed yet is competition. So far, the customer/marketing orientation has placed the customer as the focus of the business. This seems intuitively acceptable – if we understand and meet customers’ needs, we should win their business – but while we are focusing on customers, so are our competitors. Consequently, any effective marketing strategy must take into account our competition and the relationship between them and our customers/potential customers.


The first issue to consider is the nature of the customers’ perceived needs – the customer/marketing orientation. Customers will seek to identify the best match of benefits to their perceived needs and in doing so will make judgements about the various offerings available to them.


In addition, customers will consider the price of each competitor’s offering along with the benefits they perceive in each offering. In essence, customers will make a value judgement – which offering provides the most benefits at the lowest price.


We will return to these issues in more detail later in the week.


Marketing and the business


A reasonable question to ask at this stage is this: if a customer/marketing orientation is linked to profitability, what is it we have to do to make it operational (and therefore effective) in our business?


A wide range of studies has distilled five key behaviours that characterize businesses which have effectively (and profitably) made customer/marketing orientation the operational basis of their businesses.


  1  Market sensing


This is the foundation of an effective customer/marketing orientation. We must know what our customers’ needs are and, to do this, we need to use a range of sources including direct contact with our customers and tools like marketing research (which we will look at later in the week). In addition, we know that we do not live in a static environment so therefore we need to track changes in customers’ needs.


  2  Quality focus


The PIMS research highlighted the relationship between product/service quality and business performance, and the message is that the business must seek to improve product/service quality to maintain a competitive differential. Clearly, this must include monitoring competitive actions.


  3  Internal ‘marketing’


It was once said that ‘Marketing is too important to be left to the marketing department’ and, like many humorous quotes, this has a strong basis in reality. While specialist marketing-related functions still exist, in many modern businesses large marketing departments have been replaced by a business-wide focus on satisfying customer needs. Quite simply, all employees must know what they have to do to satisfy customers’ needs, must be able to do it and must be motivated to do it.


  4  Adaptive response


We all know that we live in a time of rapid change and it is therefore critical that businesses are flexible and able to adapt to changing market conditions and customer needs. This includes understanding how broader political, economic, social and technological factors impact on our customers and competitors.
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