Marketing – An Introduction

What is Marketing?

It is difficult to define marketing as it means different things to different people. To most of us, when we think of marketing we think of advertising, selling, etc. However, marketing involves many things and affects us all in so many aspects of our lives.

However, here are two popular and widely accepted definitions of marketing:

“Marketing is the management process which identifies, anticipates, and supplies customer requirements efficiently and profitably.”

Chartered Institute of Marketing (CIM)

“Marketing is the process of planning and executing the conception, pricing, promotion and distribution of ideas, goods and services to create exchange and satisfy individual and organisational objectives.”


American Marketing Association (AMA)

Both definitions make a good attempt at capturing concisely what is actually a wide and complex subject.  Although they have a lot in common, each says something important that the other does not emphasise.

Both agree on the following points:

Marketing is a management process.  It requires planning and analysis, resource allocation, financial investment and control, appropriately skilled people, etc.  It can be carried out efficiently and successfully, or it can be done poorly, resulting in failure.

Marketing is about giving customers what they want.  If customers do not obtain what they want and need, then marketing has failed both the customer and the organisation.

The CIM definition adds a couple of extra insights:

Marketing identifies and anticipates customer requirements. This is saying that the marketer creates some sort of offering only after researching the market and pinpointing exactly what the customer will want.

Marketing fulfils customer requirements efficiently and profitably.  This phrase warns the marketer against getting too carried away with the desire to satisfy the customer.  Efficiency implies within resources and budgets.  Profitability, although a major concern of commercial organisations, is a little more questionable.  Many non-profit organisations such as the NHS use marketing.  Furthermore, some commercial organisations occasionally accept the need to make a loss on a particular product in order to achieve wider objectives.

The AMA definition goes further:

Marketing offers and exchanges ideas, goods and services.  The idea of marketing as an exchange process is an important one.  The basic idea is that I’ve got something you want, you’ve got something I want, so let’s do a deal.  Pepsi offers you a can of cola and you offer payment; the hospital offers to provide health care and the individual, through taxes, offers to fund it.  The assumption is that both parties value what the other has to offer.  If they didn’t, then they would not be obliged to enter into the bargain.  It is up to the marketer to make sure that customers value what the organisation is offering so highly that they are prepared to give the organisation what it wants in return.  The essence of the exchange is mutual value, from which comes satisfaction and possible repeat purchases.

Pricing, promotion and distribution of ideas, goods and services.  This describes the way in which marketers can stimulate exchanges.  By designing products, setting acceptable prices, creating awareness through promotion and by efficiently distributing goods so that they are available in the right place, the marketer can influence the volume of exchanges. 

Marketing as an approach to doing business

Organisations approach their business activities by concentrating on either producing, selling or marketing, i.e. product, sales or marketing orientation. This indicates that the organisation relies on one of these approaches to achieve their goals to the relative exclusion of the others.

There are 4 competing concepts/approaches:

1. The production concept

· Developed 2nd half of 19th century.

· Focuses on manufacturing.  

· Aims for mass production (lowers costs - profit through volume).

· Used when demand exceeds supply or as a means of lowering costs to expand the market.

· Attitude to customers: “take it or leave it - we’ve got plenty of other customers”.

· Example: Henry Ford - “Any colour car you want so long as it’s black”.
2. The Product concept
· Focuses on features/benefits of goods (often with little/no customer input).

· Common until 1940’s.

· Quality is all that matters.

· Improve performance/quality and make profit through volume.

· Focus on customer needs in terms of product features - can lead to ‘marketing myopia’, i.e. ignores customer choice.

· “Just look at the quality of the paintwork”.

Product orientation means that firms are pre-occupied with making things well. Engineering techniques, machinery, design, production targets, output figures and manufacturing costs are the key factors by which their businesses are run and judged. They may be good at these things and they are important but if they concentrate on them to the exclusion of being aware of what is going on in the world outside the factory then they can run into trouble. They fail because of what one writer called marketing myopia (short-sightedness).

Such companies are short-sighted about the happenings in the market outside in terms of what customers want and what competitors from home and abroad are offering. This has happened to some industries in the UK: motor cycles, hi-fi equipment and electronics are all examples of industries in which the UK led in their own and foreign markets. The industries declined because of product orientation and a lack of awareness of what was happening outside.

3. The Selling concept

· Main era 1920’s - 1950’s.

· Focuses on selling what’s produced rather than what the market wants.

· Sells via aggressive sales and promotion.

· Often used when there is ‘over-capacity’.

· Profit through quick turnover of high volume.

· Used commonly for ‘unsought’ goods -funeral plots, encyclopaedias, etc.

· Customer needs are taken into account only to identify which customers might need the product.

· “You’re not keen on the black? What if I throw in a free sun-roof?”

Sales orientation indicates that the firm places a heavy emphasis on trying to sell what it can make to the exclusion of market need. Of course, aggressive selling can work very successfully for a company for a time. We have all been persuaded at some time by effective personal selling when it is done with conviction. But this is often followed by the product not performing as expected. Our disappointment should deter us from falling for the sales pitch on future occasions but it does not always do so! Generally though, powerful promotion can sell a poor product – ONCE!

4.  The Marketing concept

· From 1960’s onwards.

·  “The achievement of corporate goals through meeting and exceeding customer needs better than the competition.” (NB: goal usually profit).

· Customer orientation - identifying, anticipating and satisfying customer needs (to provide satisfaction).

· Profits through customer satisfaction and loyalty.

· Integrated marketing. All company departments work together to serve the customer’s interests.

· External marketing directed at people outside the company.

· Internal marketing aims to successfully hire, train and motivate employees to serve the customer well.

· “Let’s find out if they want it in black, and if they would pay a bit more for it”.

Marketing orientation is the approach of the firm that produces what the market wants. It determines the requirements of the market by effective market research and by product and market testing before committing resources to manufacturing, or otherwise putting on offer, the products which will satisfy those wants. It also examines the customer needs and shapes those needs, by effective communication and promotion, towards products that it can make. In other words, such firms approach their business from the point of view of the customer in the market. If ‘customer requirements’ are not satisfactorily fulfilled, or if customers do not obtain what they want and need, then marketing has failed both the customer and the organisation.

	Comparison of orientation

	Market-driven
	Internally-driven

	Customer concern

throughout business
	Convenience comes first

	Know customer choice criteria and match with marketing mix
	Assume price and product performance key to most sales

	Segment by customer differences
	Segment by product

	Invest in market research and track market changes
	Rely on anecdotes and received wisdom

	Welcome change
	Cherish status quo

	Try to understand competition
	Ignore competition

	Marketing spend regarded as an investment
	Marketing spend regarded as a luxury

	Innovation rewarded
	Innovation punished

	Search for latent (new) markets
	Stick with the same

	Being fast
	Why rush?

	Strive for competitive advantage
	Happy to be me-too


What is required to achieve marketing orientation (from David Jobber, 1998)?


Satisfying Customer Needs through the Marketing Mix 
An organisation needs to act on information gathered via marketing research in order to develop a marketing strategy, that is, to develop and implement marketing activities that actually deliver something of value to the customer. The means by which this is achieved is known as the marketing mix.

First defined by Borden (1964), the marketing mix is the combination of four major tools of marketing: product, price, place and promotion (also known as the 4P’s).  This creates an offering for the customer.  The use of the words mix and combination are important here, because the elements of the marketing mix all depend on each other. A good product with poor promotion will not be a success, and similarly a bad product with the glossiest advertising will not work either. Haagen Daz ice cream, for example, is a perfectly good quality product, but its phenomenal success only came after an innovative and daring advertising campaign that emphasised certain adult orientated product benefits. If the elements of the marketing mix are not consistent with each other in what they are saying about the product, then the customer, who is not stupid, will reject it all. 

	Product

Developing a product/service which people want

· Features and benefits

· Quality

· Brand image

· Packaging

· Durability
	Price

Setting a price which people are willing to pay and is profitable

· Competitiveness 

· Credit terms

· Discounts and other incentives

· Costs

· Profit margins

	Place/distribution

The product must be made available in a place where people can buy it.  

· Number of intermediaries

· Retailer image

· Logistics
	Promotion

Making customers aware of the product, its price and where it can be bought.

· Advertising

· Personal selling

· Publicity


More recently, however, it has become apparent that the 4P’s as they stand are not always sufficient (particularly in the service sector). An extended marketing mix, the 7P’s, was proposed by Booms and Bitner in 1981, adding people, processes and physical evidence to the traditional 4P’s.

	People

Services often depend on people to perform them.  The quality of interaction between supplier and customer adds value to the exchange.

	Process

Standardising the service process as much as possible so that the customer knows what to expect. Making the transaction easy for the customer.

	Physical evidence

Design of premises, uniforms, letterheads, etc. which indicate service levels to be expected


	Student Activity

How does Virgin Direct use the elements of the marketing mix to meet its customers’ needs and wants?




Skills in understanding and responding to customers





Market-led strategy


linking distinctive competencies to market opportunities


competitive advantage the driving force





Implementation


people


incentives


communication


persuasion





Customer focus





Shared values and beliefs


customer first





Structure and systems


structure based on strategy


team work








