Chapter 1: Overview of Marketing
What is Marketing?
· Marketing is a set of business practices designed to plan for and present an organization’s products or services in ways that build effective customer relationships.
· Good marketing is not a random activity; it requires thoughtful planning with an emphasis on the ethical implications of any of those decisions on consumers and society in general.
· Marketing plan: A written document composed of an analysis of the current marketing situation, opportunities and threats for the firm, marketing objectives and strategy specified in terms of the four Ps, action programs, and projected or pro forma income (and other financial) statements.
Marketing is about Satisfying Customer Needs and Wants
· A need is when a person feels deprived of the basic necessities of life such as food, clothing, shelter, or safety.
· A want is the particular way in which the person chooses to fulfill his or her need, which is shaped by a person’s knowledge, culture, and personality.
· The market for a firm’s offerings consists of all consumers who need or want a company’s products or services and have the ability and willingness to buy.
· Target market: The customer segment or group to whom the firm is interested in selling its products and services; potential customers who have both an interest in the product or service and an ability to buy.
Marketing Entails Value Exchange
· Marketing is about an exchange – the trade of things of value between the buyer and the seller so that each is better off as a result.
· Sellers provide goods or services, then communicate and facilitate the delivery of their offering to customers. Buyers complete the exchange by giving money and information to the seller.
Marketing Requires Product, Price, Place, and Promotion Decisions
· Marketing traditionally has been divided into a set of four interrelated decisions known as the marketing mix, or four Ps: product, price, place, and promotion.
· Together, the four Ps comprise the marketing mix, which is the controllable set of activities that the firm uses to respond to the wants of its target markets.
Product: Creating Value
· One main purpose of marketing is to create value by developing a variety of offerings, including goods, services, and ideas, to satisfy customer needs.
· Goods are items that you can physically touch.
· Services are intangible customer benefits that are produced by people or machines and cannot be separated from the producer.
· Many offerings represent a combination of goods and services.
· Ideas include thoughts, opinions, philosophies, and intellectual concepts that also can be marketed.
Price: Transacting Value
· Everything has a price, though it doesn’t always have to be monetary.
· Price, therefore, is everything the buyer gives up – money, time, energy – in exchange for the product.
· Marketers must determine the price of a product carefully on the basis of the potential buyer’s belief about its value.
· For marketers, the key to determining prices is figuring out how much customers are willing to pay so that they are satisfied with the purchase and the seller achieves a reasonable benefit.
Place: Delivering Value
· Place describes all the activities necessary to get the product from the manufacturer or producer to the right customer. 
· Place decisions are concerned with developing an efficient system for merchandise to be distributed in the right quantities, to the right locations, and at the right time in the most efficient way in order to minimize systemwide costs while satisfying the service levels required by their customers.
· Without a strong and efficient distribution system, merchandise isn’t available when or where customers want it.
Promotion: Communicating Value
· Even the best products and services will go unsold if marketers cannot communicate their value to customers.
· Promotion is communication by a marketer that informs, persuades, and reminds potential buyers about a product or service to influence their opinions or elicit a response.
· Promotions generally can enhance a product or service’s value.
Marketing is Shaped by Forces and Players External to the Firm
· A company’s marketing activities are not only influenced by factors within the company but also by forces, organizations, and individuals external to the company.
· External forces such as social, technological, economic, competitive, and regulatory changes shape a company’s marketing activities.
· A firm’s relations with suppliers, distributors, and other intermediaries (e.g., financial institutions, advertising agencies, market research firms) and advocacy groups (e.g., Greenpeace, PETA) affect its marketing decisions. Suppliers can exert substantial influence on a company’s marketing activities with devastating consequences.
Marketing Can Be Performed by Both Individuals and Organizations
· The processes in which businesses sell to consumers is known as B2C (business-to-consumer) marketing, whereas the process of selling merchandise or services from one business to another is called B2B (business-to-business) marketing.
· C2C (consumer-to-consumer) marketing: The process in which consumers sell to consumers.
Marketing Occurs in Many Settings
· Marketing works equally well in the non-profit sector.
· Marketing isn’t useful only in countries with well-developed economies. It can also jump-start the economies of less developed countries by actually putting buyers and sellers together to create new markets.
· Marketing is often designed to benefit an entire industry, which can help many firms simultaneously.
Marketing Helps Create Value
Production-Oriented Era
· Around the turn of the 20th century, most firms were production oriented and believed that a good product would sell itself.
· Manufacturers were concerned with product innovation, not with satisfying the needs of individual customers, and retail stores typically were considered places to hold the merchandise until a consumer wanted it.
· Product-oriented companies focus on developing and distributing innovative products with little concern whether the products best satisfy customers’ needs.
Sales-Oriented Era
· Between 1920 and 1950, production and distribution techniques became more sophisticated, however, the Great Depression and WWII conditioned customers to consume less.
· Manufacturers had the capacity to produce more than consumers really wanted to buy.
· Marketing was essentially reduced to a selling function where companies try to sell as much as possible of the products they make rather than focus on making products consumers really want.
Market-Oriented Era
· After WWII, manufacturers turned from focusing on the war effort toward consumer products.
· The new suburban fixture, the shopping centre, began to replace cities’ central business districts.
· Canada entered a buyer’s market. When consumers again had choices, they were able to make purchasing decisions on the basis of factors such as quality, convenience, and price.
· Manufacturers and retailers thus began to focus on what consumers wanted and needed before they designed, made, or attempted to sell their products or services.
Value-Based Marketing Era
· Most successful firms today are market oriented. That means they have gone beyond a production or selling orientation and attempt to discover and satisfy their customers’ needs and wants.
· Better marketing firms recognized that there was more to good marketing than simply discovering and providing what customers wanted and needed; to compete successfully, they would have to give their customers greater value than their competitors.
· Value reflects the relationship of benefits to costs, or what you get for what you give. 
· The challenge for firms is to find out what consumers are looking for and attempt to provide these goods and services but still make a profit.
· Every value-based marketing firm must implement its strategy according to what its customers value.
What is Value-Based Marketing?
· Consumers make explicit and/or implicit trade-offs between the perceived benefits of a product or service and their costs.
· Customers naturally seek options that provide the greatest benefits at the lowest costs.
· Marketing firms attempt to find the most desirable balance between providing benefits to customers and keeping their costs down.
· Value-based marketing: Marketing that focuses on providing customers with benefits that far exceed the cost (money, time, effort) of acquiring and using a product or service while providing a reasonable return to the firm.
· The other side of the value equation entails the firm’s ability to provide either a better product/service mix at the same cost or the same level of quality and convenience for a lower cost.
How Firms Compete on the Basis of Value
· Consumer perceptions change quickly, competitors constantly enter markets, and global pressures continually reshape opportunities.
· Thus, marketers must keep a vigilant eye on the marketplace so they can adjust their offerings to meet customer needs and keep ahead of their competition.
How Do Firms Become Value Driven?
· Firms become value driven by focusing on three activities.
· First, they share information about their customers and competitors across their own organization and with other firms that might be involved in getting the product or service to the marketplace, such as manufacturers and transportation companies.
· Second, they strive to balance their customers’ benefits and costs.
· Third, they concentrate on building relationships with customers.
Sharing Information
· In a value-based marketing oriented firm, marketers share information about customers and competitors that has been collected through customer relationship management, and integrate it across the firm’s various departments.
Balancing Benefits with Costs
· Value-oriented marketers constantly measure the benefits that customers perceive against the cost of their offering. In this task, they use available customer data to find opportunities in which they can better satisfy their customers’ needs and in turn develop long-term loyalties.
Building Relationships with Customers
· [bookmark: _GoBack]During the past decade or so, marketers have begun to realize that they need to think about their customer orientation in terms of relationships rather than transactions.
· A transactional orientation regards the buyer-seller relationship as a series of individual transactions, so anything that happened before or after the transaction is of little importance.
· A relational orientation, in contrast, is based on the philosophy that buyers and sellers should develop a long-term relationship. According to this idea, the lifetime profitability of the relationship matters, not how much money is made during each transaction.
· Firms that practice value-based marketing also use a process known as customer relationship management (CRM), a business philosophy and set of strategies, programs, and systems that focus on identifying and building loyalty among the firm’s most valued customers.
· Firms that employ CRM systematically collect information about their customer’s needs and then use that information to target their best customers with products, services, and special promotions that appear most important to those customers.
Why is Marketing Important?
· Marketing works with other departments such as R&D, engineering, and production to ensure that high-quality, innovative products that meet customers’ needs are available in the right quantity, at the right price, and at the right place, that is, wherever they want to purchase it.
· It creates mutually valuable relationships between the company and its suppliers, distributors, and other external firms that are involved in the firm’s marketing process.
· It identifies those elements that local customers value and makes it possible for the firm to expand globally.
Marketing Expands Firms’ Global Presence
· Without the knowledge that can be gained by analyzing new customers’ needs and wants on a segment-by-segment, region-by-region basis – one of marketing’s main tasks – it would be difficult for a firm to expand globally.
Marketing is Pervasive across the Organization
· In value-based marketing firms, the marketing department works seamlessly with other functional areas of the company to design, promote, price, and distribute products.
Marketing is Pervasive across the Supply Chain
· Firms typically do not work in isolation. Manufacturers buy raw materials and components from suppliers, which they sell to retailers or other businesses after they have turned the materials into their products.
· Every time materials or products are bought or sold, they are transported to a different location, which sometimes requires that they be stored in a warehouse operated by yet another organization.
· The group of firms that make and deliver a given set of goods and services is known as a supply chain.
· For the supply chain to provide significant value to the ultimate customer, the parties must establish long-term relationships with one another and cooperate to share data, make joint forecasts, and coordinate shipments.
· Effectively managing supply chain relationships often has a huge impact on a firm’s ability to satisfy the customer, which results in increased profitability for all parties.
Marketing Makes Life Easier and Provides Career Opportunities
· Marketers make your life easier, and in that way, they add value.
Marketing Enhances Society
· Canadian companies recognize that a strong social orientation is in both their and their customers’ best interest. It shows the consumer that the firm can be trusted with their business.
· Also, investors view firms that operate with high levels of corporate responsibility and ethics as safe investments.
· Similarly, firms have come to realize that good corporate citizenship through socially responsible actions should be a priority because it will help their bottom line in the long run.
Marketing Can Be Entrepreneurial
· Whereas marketing plays a major role in the success of large corporations, it also is at the centre of the successes of numerous new ventures initiated by entrepreneurs, or people who organize, operate, and assume the risk of a business venture.
· Key to the success of many such entrepreneurs is that they launch ventures that aim to satisfy unfulfilled needs.

