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this book continues to showcase the excellent content that Kotler has created
with examples and case studies that are easily recognized. This enables students
to relate to and grasp marketing concepts better.

M | Global brand names to provide a balanced look at Marketing Management

I /n in-depth look at Asian concepts and practices such as Islamic
marketing, guanxi, online marketing, etc.

I An emphasis on 3 key marketing changes—Economic, Environmental, and
Technological
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provide your students with a comprehensive understanding of marketing in today’s world.
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Preface

What's New in the Seventh Edition

Welcome to the seventh edition of Marketing Management: An Asian Perspective. With the
seventh edition, a great care was taken to truly reflect the modern realities of marketing in Asia
brought on by technology and the increasing role of social responsibility; while in selected parts
of Asia, culture and heritage nuances suggest adaptation of marketing practices.

Throughout the text, three broad forces—growth and downturns, technology, and social
responsibility—are identified as critical to the success of marketing programmes. These three
topics are evident throughout the text.

As has been the case for a number of editions now, the overriding goal of the revision for the
seventh edition of Marketing Management: An Asian Perspective is to create as comprehensive,
current, and engaging a marketing textbook as possible. Wherever appropriate, new materials
have been added, old materials updated, and no longer relevant or necessary material removed.

While marketing is changing in many significant ways, yet many core elements remain.
We feel that a balanced approach of classic and contemporary approaches and perspectives is
the way to go. Marketing Management: An Asian Perspective seventh edition allows instructors
to build on what they have prepared for teaching previously while at the same time offering a
text that is unsurpassed in breadth, depth, and relevance for students experiencing Marketing
Management: An Asian Perspective for the first time.

Many of the favourably received chapter features such as topical chapter opening vignettes,
in-text boxes highlighting noteworthy companies or issues, and the Marketing Insight and
Marketing Memo boxes that provide in-depth conceptual and practical commentary, have
been retained.

At the end of each chapter, the Summary page consolidates the students’ knowledge and
serves as a speedy revision tool.

The organizational structure of Marketing Management: An Asian Perspective has largely
been preserved although several adjustments have been made to improve student understanding,
as described below.

Significant changes to the seventh edition include:

e Brand-new opening vignettes for over 80 per cent of the chapters set the stage for the
chapter material to follow. By covering topical brands or companies, the vignettes are great
classroom discussion starters.

e Almost half of the in-text boxes are new. These boxes provide vivid illustrations of chapters
using actual companies and situations. The boxes cover a variety of products, services,
and markets. Marketing Insight boxes include contemporary issues such as “The Value of
Whatsapp to Facebook.” They also delve into important marketing topics such as the use of
technology in services marketing in “Tapping on Technology for Service Excellence: Henn-na
Hotel” and developing effective brand names in “Driving Deeper Brand Connection in China.”
Marketing Memo boxes offer practical advice and direction in dealing with various decisions
at all the stages of the marketing management process. Topics covered include “Lessons from
South Korea’s Mobile Retailers” and “Service Excellence: Five Pointers from SIA.

e Several of the in-text box materials are from Think Business, the knowledge portal of the
National University of Singapore Business School, which carries a wide range of business
articles and videos.

e Each end-of-chapter section includes two expanded Marketing Lessons for case problem
solving. Over 75 per cent of Marketing Lessons are new cases. The rest have been updated.
These cases highlight challenges that companies face in Asia as well as innovative, insightful
marketing accomplishments by leading organizations that businesses, including those in
Asia, can learn from. Each case includes questions that promote classroom discussion and
analysis. Almost all the cases are new. They include companies such as MCM, Yum, Uber,
Unilever, 7-Eleven, Heinz, and Nintendo.

e A brand new Chapter 19 on Managing Digital Communications: Online, Social Media, and
Mobile gives the deserved attention to the impact of the digital revolution on marketing.
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Preface

What Is Marketing Management All About?

Changes are observed in the marketing discipline like fundamental topics such as segmentation,
targeting, and positioning as well as concepts such as brand equity, customer value analysis,
database marketing, e-commerce, value networks, hybrid channels, supply chain management,
and integrated marketing communications.

Asian businesses must acknowledge and respond to the new elements in today’s
marketplace. Firms now sell goods and services through a variety of direct and indirect channels.
Mass advertising is not nearly as effective as it was, so marketers are exploring new forms of
communication, such as experiential, entertainment, and viral marketing. Asian consumers
are telling companies what types of product or services they want and when, where, and how
they want to buy them. They are increasingly reporting to other consumers what they think
of specific companies and products—using email, blogs, and other digital media to do so.
Company messages are becoming a smaller fraction of the total “conversation” about products
and services.

In response, forward-thinking Asian companies are shifting gears from managing product
portfolios to managing customer portfolios. They are compiling databases on individual
customers to better understand them and to construct individualized offerings and messages.
They are doing less product and service standardization and more niching and customization
and are replacing monologues with customer dialogues. They are improving their methods of
measuring customer profitability and customer lifetime value. They are measuring the return on
their marketing investment and its impact on shareholder value. Ethical and social implications
of their marketing decisions are also their area of concern.

As companies change, so does their marketing organization. Marketing is no longer a
company department charged with alimited number of tasks—it is a company-wide undertaking.
It drives the company’s vision, mission, and strategic planning. Marketing includes decisions
like who the company wants as its customers; which of their needs to satisfy; what products and
services to offer; what prices to set; what communications to send and receive; what channels
of distribution to use; and what partnerships to develop. Marketing succeeds only when all
departments work together to achieve goals: when engineering designs the right products,
finance furnishes the required funds, purchasing buys high-quality materials, production makes
high-quality products on time, and accounting measures the profitability of different customers,
products, and areas.

To address all these different shifts, good marketers are practicing holistic marketing.
Holistic marketing is the development, design, and implementation of marketing programs,
processes, and activities that recognize the breadth and interdependencies of today’s marketing
environment. Four key dimensions of holistic marketing are:

1. Internal marketing—ensuring everyone in the organization embraces appropriate
marketing principles, especially senior management.

2. Integrated marketing—ensuring that multiple means of creating, delivering, and
communicating value are employed and combined in the best way.

3. Relationship marketing—having rich, multifaceted relationships with customers, channel
members, and other marketing partners.

4. Performance marketing—understanding returns to the business from marketing activities
and programs, as well as addressing broader concerns and their legal, ethical, social, and
environmental effects.

These four dimensions are woven throughout the book and at times spelled out explicitly.
Thetextspecificallyaddresses the following tasks that constitute modern marketing management:

1. Developing marketing strategies and plans
2.  Capturing marketing insights

3. Connecting with customers



Building strong brands

Creating value

Delivering value

Communicating value

N g

Conducting marketing responsibly for long-term success

What Makes Marketing Management the Marketing Leader?

As marketing has maintained its respected position among students, educators, and
businesspeople, Marketing Management: An Asian Perspective has kept up-to-date and remains
contemporary. Students (and instructors) feel that the book is talking directly to them in terms of
both content and delivery.

Marketing Management: An Asian Perspective owes its marketplace success to its ability
to maximize three dimensions that characterize the best marketing texts—depth, breadth, and
relevance—as measured by the following criteria:

e Depth. Does the book have solid academic grounding? Does it contain important
theoretical concepts, models, and frameworks? Does it provide conceptual guidance to solve
practical problems?

e Breadth. Does the book cover all the right topics? Does it provide the proper amount of
emphasis on those topics?

e Relevance. Does the book engage the reader? Is it interesting to read? Does it have lots of
compelling examples?

This seventh edition builds on the fundamental strengths of past editions that collectively
distinguish it from all other marketing management texts:

e Managerial Orientation. The book focuses on the major decisions that marketing managers
and top management face in their efforts to harmonize the organization’s objectives,
capabilities, and resources with marketplace needs and opportunities.

e Analytical Approach. Marketing Management: An Asian Perspective presents conceptual
tools and frameworks for analyzing recurring problems in marketing management. Cases
and examples illustrate effective marketing principles, strategies, and practices.

e Multidisciplinary Perspective. The book draws on the rich findings of various scientific
disciplines—economics, behavioral science, management theory, and mathematics—for
fundamental concepts and tools directly applicable to marketing challenges.

o Universal Applications. The book applies strategic thinking to the complete spectrum of
marketing: products, services, persons, places, information, ideas and causes; consumer
and business markets; profit and nonprofit organizations; domestic and foreign companies;
small and large firms; manufacturing and intermediary businesses; and low and high-
tech industries.

e Asian Insights. This book provides insights with an Asian flavour, drawing from regional
thinkers and business leaders (from Confucius and Sun Tzu to Jong-Yong Yun and Carlos
Ghosn, among others), institutions (chaebol, keiretsu, and so on), Asian trends and events
(China’s reliance on its domestic market, demographic changes, etc.), and practices that
impact Asian marketing (guanxi, mianzi, feng shui, counterfeiting, etc.).

o Comprehensive and Balanced Coverage. Marketing Management: An Asian Perspective
covers all the topics an informed marketing manager needs to understand to execute
strategic, tactical, and administrative marketing.

Preface xx
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The Teaching and Learning Package

Marketing Management: An Asian Perspective is an entire package of materials available to
students and instructors. This edition includes a number of ancillaries designed to make the
marketing management course an exciting, dynamic, interactive experience.

INSTRUCTOR’S MANUAL

The Instructor’s Manual includes chapter/summary overviews, key teaching objectives, answers
to end-of-chapter materials, exercises, projects, and detailed lecture outlines. Also included
is the feature, “Professors on the Go!” which was created with the busy professor in mind. It
brings key material upfront, where an instructor who is short on time can find key points and
assignments that can be incorporated into the lecture, without having to page through all the
material provided for each chapter.

TEST ITEM FILE

The Test Item File contains more than 3,000 multiple-choice, true-false, short-answer, and essay
questions, with page reference and difficulty level provided for each question. Please note that
an entire section is dedicated to application questions. These real-life situations take students
beyond basic chapter concepts and vocabulary and ask them to apply marketing skills.

The Test Item File supports Association to Advance Collegiate Schools of Business (AACSB)
International Accreditation. Each chapter of the Test Item File was prepared with the AACSB
curricula standards in mind. Where appropriate, the answer line of each question* indicates a
category within which the question falls. This AACSB reference helps instructors identify those
test questions that support that organization’s learning goals.

*Please note that not all the questions will offer an AACSB reference.

POWERPOINT SLIDES

Teaching slides are available for easy customization and sharing.
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CHAPTEHR

Defining Marketing for

the New Realities

Formally or informally, people and organizations engage in a
vast number of activities called marketing. In the face of digital
revolution and other major changes in the business environment,
good marketing is both increasingly vital and radically new.

nder the leadership of exP&G marketing
U executive Paul Polman and marketing whiz Keith

Weed, Unilever is steering in an aggressive new
direction. lts marketing model “Crafting Brands for Life”
establishes social, economic, and product missions for
each brand, including Dove, Ben & Jerry's, Lifebuoy,
and Knorr. Polman states, “I have a vision of all of our
brands, including a force for good, with each having a
billion fans or more to help drive change.” One part of
the mission, for instance, is sustainability—specifically, to
halve its ecological footprint while doubling revenues.
To improve advertising and marketing communications,
Unilever aims to strike a balance between “magic” and
“logic,” doubling marketing training expenditures and

emphasizing ad research. To better understand the digital
world, Weed took Unilever's top marketing executives to
Silicon Valley to visit Google and Facebook, and he took a
similar group to visit Hollywood executives at Disney and
Universal. Unilever has set its sights on developing and
emerging (D&E) markets, hoping to grow by 15 percent to
20 percent annually in China and to draw 70 percent to
75 percent of its business from D&E markets by 2020. The
company has adopted “reverse innovation” by applying
branding and packaging innovations from developing
markets to recession-hit developed markets. In Indonesia
and the Philippines, it sells its detergents and shampoos
in small satchets.’

aErgssssndsuss

In this chapter, we will address the following
questions:

| 1. Why is marketing important?
. What is the scope of marketing?

. What are some fundamental marketing
concepts?

. How has marketing management changed?

. What are the tasks necessary for successful
marketing management?
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ood marketing is no accident, but a result of careful planning and

execution. Marketing practices are continually being refined and

reformed in virtually all industries to increase the chances of success.
But marketing excellence is rare and difficult to achieve. Marketing is both an
“art” and a “science” —there is constant fension between the formulated side of
marketing and the creative side. It is easier to learn the formulated side, which
will occupy most of our attention in this book; but we will also describe how
creativity and passion operate in many companies. This book will help to improve
your understanding of marketing and your ability to make the right marketing
decisions. In this chapter, we lay the foundation for our study by reviewing
important marketing concepts, tools, frameworks, and issues.

1.1 The Importance of Marketing

The first decade of the 21st century challenged firms to prosper financially and even survive in the
face of an unforgiving economic environment. The second decade is also financially challenging.
Marketing is playing a key role in addressing these challenges. Without demand for products
and services, business functions such as finance, operations, and accounting will not exist. Thus,
financial success often depends on marketing ability.

Marketing’s broader importance extends to society as a whole. Marketing has helped
introduce and win acceptance for new products that have eased or enriched people’s lives. It can
inspire enhancements in existing products as marketers innovate to improve their position in
the marketplace. Successful marketing builds demand for products and services, which, in turn,
creates jobs. By contributing to the bottom line, successful marketing also allows firms to more
fully engage in socially responsible activities.>

Making the right decisions is not always easy. Marketing managers must decide what
features to design into a new product, what prices to offer customers, where to sell products, and
how much to spend on advertising, sales, the Internet, or mobile marketing. They must make
those decisions in an Internet-fueled environment where consumers, competition, technology,
and economic forces change rapidly and the consequences of the marketer’s words and actions
can quickly multiply.

1.2 The Scope of Marketing

To prepare to become a marketer, you need to understand what marketing is, how it works, and
what is marketed.

1.2.1 What Is Marketing?

Marketing is about identifying and meeting human and social needs. One of the shortest
definitions of marketing is “meeting needs profitably” When eBay and Taobao recognized that
people were unable to locate some of the items they desired most and created an online auction
clearing-house, or when IKEA noticed that people wanted good furniture at a substantially lower
price and created knock-down furniture, they demonstrated their marketing savvy and turned a
private or social need into a profitable business opportunity.

The American Marketing Association offers the following formal definition: Marketing is an
organizational function and a set of processes for creating, communicating, and delivering value to
customers and for managing customer relationships in ways that benefit the organization and its
stakeholders.* Coping with exchange processes calls for a considerable amount of work and skill.



Marketing management takes place when at least one party to a potential exchange thinks about
the means of achieving desired responses from other parties. We see marketing management
as the art and science of choosing target markets and getting, keeping, and growing customers
through creating, delivering, and communicating superior customer value.

We can distinguish between a social and a managerial definition of marketing. A social
definition shows therole marketingplaysin society. Asocial definition thatserves our purposeis:
Marketing is a societal process by which individuals and groups obtain what they need and
want through creating, offering, and freely exchanging products and services of value with
others. Managers sometimes think of marketing as “the art of selling products,” but people
are surprised when they hear that the most important part of marketing is not selling! Selling
is only the tip of the marketing iceberg. Peter Drucker, a leading management theorist, puts it
this way:

There will always, one can assume, be need for some selling. But the aim of marketing is
to make selling superfluous. The aim of marketing is to know and understand the customer
so well that the product or service fits him and sells itself. Ideally, marketing should result
in a customer who is ready to buy. All that should be needed then is to make the product
or service available.*

When Apple designed its iPhone and when Toyota introduced its Lexus automobile, they
were swamped with orders because they had designed the “right” product based on careful
marketing homework.

1.2.2 What Is Marketed?

Marketers are involved in marketing 10 types of entities: goods, services, events, experiences,
people, places, properties, organizations, information, and ideas.

Goods

Physical goods constitute the bulk of most countries’ production and marketing efforts. Each year,
companies worldwide market billions of fresh, canned, bagged, and frozen food products and
millions of automobiles, refrigerators, television sets, machines, and various other mainstays of a
modern and global economy.

Services

As economies advance, a growing proportion of their activities is focused on the production of
services. Developed economies usually have a 70-30 services-to-goods mix. Services include the
work of airlines, hotels, automobile rental firms, hairstylists and beauticians, maintenance and
repair people, as well as professionals working within or for companies, such as accountants,
bankers, lawyers, engineers, doctors, software programmers, and management consultants.
Many market offerings consist of a variable mix of goods and services. At a fast-food restaurant,
for example, the customer consumes both a product and a service.

Maidreamin Café—Japan’s Maidreamin Café has become very popular, especially
with those who seek companionship. The service attendants are young women who
serve customers with deference. They can personalize pancakes for customers, for
instance, drawing pictures of a cat, taking pictures with you, or even putting on a dance
performance—all for a fee, of course. Warm and welcoming, they chat with guests and
invite them into their dream-like world for a special dining experience.

Apple introduced its watch for a more
complete ecosystem consisting of its iPod,
iPhone, and iPad that its competitors find
difficult to compete with.

At Maidreamin Café, Japan, service
comes with personalized decoration of
pancakes for customers.
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SINGAPORE

Singapore Night Safari, the world’s first wildlife night park,
offers unique experiences—walking trails and tram rides for

its visitors.
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Maidreamin Café is a popular Japanese theme café that provides an opportunity for guests fo relax and enjoy innocent fun.

Events

Marketers promote time-based events, such as major trade shows, artistic
performances, and company anniversaries. Global sporting events, such as
the Olympics or World Cup, are promoted aggressively to both companies
and fans.

Experiences

By orchestrating several services and goods, a firm can create, stage, and
market experiences. Tokyo Disneyland and DisneySea represent experiential
marketing: customers visit a fairy kingdom or a pirate ship. There is also a
market for customized experiences, such as spending a week on eco-tourism
in remote natural habitats in Asia, or learning about wildlife at the Singapore
Night Safari.

People

Celebrity marketing is a major business. Today, every major film star has an agent, a personal
manager, and ties to a public relations agency. Artists, musicians, and even CEOs, physicians,
high-profile lawyers and financiers, and other professionals are also getting help from celebrity
marketers.” Some people have done a masterful job of marketing themselves—think of Korean
singing sensation Girls’ Generation, and film stars Jackie Chan and Zhang Ziyi.

Places

Cities, states, regions, and whole nations compete actively to attract tourists, factories, company
headquarters, and new residents.® Place marketers include national tourism agencies, economic
development specialists, real estate agents, commercial banks, local business associations, and
advertising and public relations agencies. For example, Asian tourism promotion boards market
their respective countries to woo regional and international visitors. Some campaign taglines
used include: “Malaysia—Truly Asia,” “Amazing Thailand,” “Hong Kong: Live It. Love It!,” “Your
Singapore,” Macau’s “A Heritage of Two Cultures,” and Taiwan’s “The Heart of Asia.”



THE HEART OF ASIA

Properties

Properties are intangible rights of ownership of either real property (real estate) or financial
property (stocks and bonds). Properties are bought and sold, and this requires marketing. Real
estate agents work for property owners or sellers, or buy residential or commercial real estate.
Investment companies and banks are involved in marketing securities to both institutional and
individual investors.

Organizations

Organizations actively work to build a strong, favorable, and unique image in the minds of their
target public. Companies spend money on corporate identity ads. This is certainly the case with
Philips “Sense and Simplicity” campaign.

Royal Philips—Philips researchers asked 1,650 consumers and 180 customers in
dozens of in-depth and quantitative interviews and focus groups what was most important
to them in using technology. Respondents from the United Kingdom, the United States,
France, Germany, the Netherlands, Hong Kong, China, and Brazil agreed on one thing:
they wanted the benefits of technology without the hassle. With its “Sense and Simplicity”
advertising campaign and focus, Philips believes “our brand now reflects our belief that
simplicity can be a goal of technology. It just makes sense.” The campaign consists of
print, online, and television advertising directed by five experts from the worlds of health
care, lifestyle, and technology whose role is to provide “additional outside perspectives
on the journey to simplicity.””

Information

The production, packaging, and distribution of information are major industries.®? The former
CEO of Siemens Medical Solutions, Tom McCausland, says, “[our product] is not necessarily an
X-ray or an MRI, but information. Our business is really health-care information technology, and
our end product is really an electronic patient record: information on lab tests, pathology, and
drugs as well as voice dictation.”

Ideas

Every market offering includes a basic idea. Charles Revson of Revlon observed: “In the factory,
we make cosmetics; in the store we sell hope.” Products and services are platforms for delivering
some idea or benefit. Social marketers are busy promoting such ideas as “Say No to Drugs,’
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“Exercise Daily,” and “Eat Healthy Food.” In Asia, governments often engage in social marketing.
In Thailand, there is a campaign against driving when sleepy. The Singapore government is
noted for its social marketing, including encouraging graduate women to get married and have
more children.

1.2.3 Who Markets?

Marketers and Prospects

A marketer is someone who seeks a response (attention, a purchase, a vote, a donation) from
another party, called the prospect. If two parties are seeking to sell something to each other, we
call them both marketers.

Marketers are skilled at stimulating demand for a company’s products, but this is a
limited view of the tasks they perform. Just as production and logistics professionals are
responsible for supply management, marketers are responsible for demand management.
Marketing managers seek to influence the level, timing, and composition of demand to meet
the organization’s objectives.

Eight demand states are possible:

1.  Negative demand—Consumers dislike the product and may even pay a price to avoid it.
2.  Non-existent demand—Consumers may be unaware or uninterested in the product.

3. Latent demand—Consumers may share a strong need that cannot be satisfied by an
existing product.

4. Declining demand—Consumers begin to buy the product less frequently or not at all.

5. Irregular demand—Consumer purchases vary on a seasonal, monthly, weekly, daily, or
even hourly basis.

6.  Full demand—Consumers are adequately buying all products put into the marketplace.
7.  Overfull demand—More consumers would like to buy the product than can be satisfied.

8. Unwholesome demand—Consumers may be attracted to products that have undesirable
social consequences.

In each case, marketers must identify the underlying cause(s) of the demand state and then
determine a plan of action to shift the demand to a more desired state.

Markets

Traditionally, a “market” was a physical place where buyers and sellers gathered to buy and sell
goods. Economists describe a market as a collection of buyers and sellers who transact over a
particular product or product class (e.g., the housing market or grain market).

Five basic markets and their connecting flows are shown in Figure 1.1. Manufacturers go to
resource markets (raw material markets, labor markets, money markets), buy resources and turn
them into goods and services, and then sell finished products to intermediaries, who sell them
to consumers. Consumers sell their labor and receive money with which they pay for goods and
services. The government collects tax revenues to buy goods from resource, manufacturer, and
intermediary markets, and uses these goods and services to provide public services. Each nation’s
economy and the global economy consist of complex interacting sets of markets linked through
exchange processes.

Marketers often use the term market to cover various groupings of customers. They view
the sellers as constituting the industry and the buyers as constituting the market. They talk about
need markets (the slimming-seeking market), product markets (the shoe market), demographic
markets (the youth market), and geographic markets (the China market); or they extend the
concept to cover other markets, such as voter markets, labor markets, and donor markets.



Resources Resources
Money Money
Taxes, Services,
) goods money
b Services,

Money

Taxes, goods

Services,
money

Goods and services

Taxes,
goods

Taxes

Services

Money

Goods and services

Figure 1.1 Structure of Flows in a Modern Exchange Economy

Figure 1.2 shows the relationship between the industry and the market. Sellers and buyers
are connected by four flows. The sellers send goods and services and communications (ads, direct
mail) to the market; in return they receive money and information (attitudes, sales data). The
inner loop shows an exchange of money for goods and services; the outer loop shows an exchange
of information.

Communications

Goods/services
Market
(a collection of buyers)
Money
Information

Figure 1.2 A Simple Marketing System

Key Customer Markets

Consider the following key customer markets: consumer, business, global, and non-profit and
governmental.

Consumer Markets

Companies selling mass consumer goods and services, such as soft drinks, cosmetics, air travel,
and athletic shoes and equipment, spend a great deal of time trying to establish a superior brand
image. Much of a brand’s strength depends on developing a superior product and packaging,
ensuring its availability, and backing it with engaging communications and reliable service.

Business Markets

Companies selling business goods and services often face well-trained and well-informed
professional buyers who are skilled in evaluating competitive offerings. Business buyers buy
goods to make or resell a product to others at a profit. Business marketers must demonstrate how
their products will help these buyers achieve higher revenue or lower costs. Advertising can play a
role, but the sales force, the price, and the company’s reputation may play a greater one.
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International business expands as
companies export, license, contract
manufacture, and enter joint venture
partnerships. Marketers have to be
more aware of cultural and legislative
differences and adapt their strategies
accordingly.

Global Markets

Companies in the global marketplace must decide which countries to enter; how to enter
each country (as an exporter, licensor, joint venture partner, contract manufacturer, or solo
manufacturer); how to adapt their product and service features to each country; how to price their
products in different countries; and how to design their communications for different cultures.
These decisions must be made in the face of different requirements for buying, negotiating,
owning, and disposing of property; different cultures, languages, and legal and political systems;
and a currency that might fluctuate in value.

McDonald’s—With the U.S. dining landscape full of fast-food outlets, McDonald’s is
looking to China for revenue and profits. In 2016, China is McDonald’s 3rd largest market
behind the United States and Japan. China’s informal out-of-home eating industry is
expanding and McDonald’s is pouncing on this opportunity with its plan to open another
1,300 outlets to add to the current 2,200 outlets. How will it achieve this? It is relying
on a combination of the traditional and the new to capture a large slice of the market.
It is seeking investment partners to help build its franchise business. It has a $2 million
innovation center in Hong Kong dedicated to coming up with suitable products. Alongside
the Big Mac and fries, Chinese diners can choose from green pea pies, rice burgers, and
a mint-flavored soda called Blue Haven. Its Chicken McNuggets come with chili garlic
sauce. It also offers a chicken-and-mushroom pie in the shape of a pinwheel because
according to Chinese folklore, the pinwheel is supposed to bestow good luck. When the
company opened its first drive-through outlet in Guangzhou, it realized that this concept
was foreign to the Chinese. Customers would drive up, collect their food, and then park
their automobiles before entering the restaurant to eat their meal. Yet, with the anticipated
boom in the Chinese auto market, McDonald’s is opening more automobile-friendly outlets.
It has an agreement with Sinopec, the state-owned oil company, to give it first refusal on
locating its outlets at any of Sinopec’s 30,000 fuel stations across China.™®

Non-profit and Governmental Markets

Companies selling to non-profit organizations with limited purchasing power, such as churches,
universities, charitable organizations, or government agencies, need to price carefully. Lower
pricesaffectthe features and the quality that the seller can build into the offering. Much government
purchasing calls for bids, with the lowest bid being favored in the absence of extenuating factors.

Marketplaces, Marketspaces, and Metamarkets

The marketplace is physical, as when you shop in a store; the marketspace is digital, as when you
shop on the Internet."

Mohan Sawhney proposed the concept of a metamarket to describe a cluster of complementary
products and services that are closely related in the minds of consumers, but are spread across a
diverse set of industries. The automobile metamarket consists of automobile manufacturers, new
and used car dealers, financing companies, insurance companies, mechanics, spare parts dealers,
service shops, auto magazines, classified auto ads in newspapers, and auto sites on the Internet.
In purchasing a car, a buyer will get involved in many parts of this metamarket, and this has created
an opportunity for metamediaries to assist buyers to move seamlessly through these groups,
although they are disconnected in physical space. Metamediaries can also serve other metamarkets,
such as the home ownership market, the parenting and baby care market, and the wedding market.'*

1.3 Core Marketing Concepts

To understand the marketing function, we need to understand the following core set of concepts.

1.3.1 Needs, Wants, and Demands

Needs are the basic human requirements. People need food, air, water, clothing, and shelter to
survive. People also have strong needs for recreation, education, and entertainment. These needs
become wants when they are directed to specific objects that might satisfy the need. A Japanese



needs food but may want tempura, soba, and ocha. A Thai needs food but may want a coconut
drink and rice with green curry, followed by glutinous rice with mango for dessert. Wants are
shaped by one’s society. Demands are wants for specific products backed by an ability to pay.
Many people want a Mercedes; only a few are willing and able to buy one. Companies must
measure not only how many people want their product, but also how many would actually be
willing and able to buy it.

Best Buy—The world’s largest consumer electronics retailer, Best Buy, entered China in
2006 when it took control of Jiangsu Five Star Appliance Company, then China’s fourth-
largest electronics retailer. However, in 2011, Best Buy closed all of its nine Best Buy
branded stores in China to focus on expanding the more profitable domestic chain it
had acquired. Why? While Chinese consumers appreciated Best Buy’s reliability and the
quality of its goods, they found the prices too high. Further, it was challenging for Best
Buy to gain brand recognition against Five Star, which has been around for a much longer
time. Thus, even though there might have been a need for quality products, wants were
low because of poor brand recognition, and demand suffered because of the inability and
in some cases, unwillingness, to pay a high price.™

These distinctions shed light on the frequent criticism that “marketers create needs” or
“marketers get people to buy things they do not want” Marketers do not create needs: needs
pre-exist marketers. Marketers, along with other societal factors, influence wants. Marketers
might promote the idea that a Mercedes would satisfy a person’s need for social status. They do
not, however, create the need for social status.

Some customers have needs of which they are not fully conscious, or that they cannot
articulate: they might use words that require some interpretation. What does it mean when the
customer asks for a “powerful” fan or a “peaceful” hotel? The marketer must probe further.

We can distinguish among five types of needs:

Stated needs (the customer wants an inexpensive car)
Real needs (the customer wants a car whose operating cost, not its initial price, is low)
Unstated needs (the customer expects good service from the dealer)

Delight needs (the customer would like the dealer to include an onboard navigation system)

A

Secret needs (the customer wants to be seen by friends as a savvy consumer)

1.3.2 Target Markets, Positioning, and Segmentation

A marketer can rarely satisfy everyone in a market. Not everyone likes the same dim sum,
hotel room, restaurant, automobile, college, or movie. Thus, marketers start by dividing the
market into segments. They identify and profile distinct groups of buyers who might prefer or
require varying product and services mixes by examining demographic, psychographic, and
behavioral differences among buyers. The marketer then decides which segments present
the greatest opportunity—which are its target markets. For each chosen target market, the
firm develops a market offering. The offering is positioned in the minds of the target buyers
as delivering some central benefit(s). For example, Volvo develops its cars for buyers to
whom automobile safety is a major concern. Volvo, therefore, positions its car as the safest a
customer can buy.

1.3.3 Offerings and Brands

Companies address needs by putting forth a value proposition—a set of benefits they offer to
customers to satisfy their needs. The intangible value proposition is made physical by an offering,
which can be a combination of products, services, information, and experiences.

A brand is an offering from a known source. A brand name such as McDonald’s carries
many associations in the minds of people: hamburgers, fun, children, fast food, convenience, and
golden arches. These associations make up the brand image. All companies strive to build brand
strength—that is, a strong, favorable, and unique brand image.

Best Buy was considered too expensive
by consumers in China, where local stores
offer much cheaper products and have
higher brand recognition.
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Coca-Cola capitalized on Japanese love
for coffee by offering Georgia canned
coffee through vending machines, a
distribution strategy that is consistent with
the Japanese lifestyle.

1.3.4 Value and Satisfaction

The offering will be successful if it delivers value and satisfaction to the target buyer. The buyer
chooses between different offerings on the basis of which is perceived to deliver the most value.
Value reflects the perceived tangible and intangible benefits and costs to customers. Value can be
seen as primarily a combination of quality, service, and price (QSP), called the “customer value
triad.” Value increases with quality and service, and decreases with price, although other factors
can play an important role.

Marketing can be seen as the identification, creation, communication, delivery, and
monitoring of customer value. Satisfaction reflects a person’s comparative judgments resulting
from a product’s perceived performance (or outcome) in relation to his or her expectations. If the
performance falls short of expectations, the customer is dissatisfied and disappointed. If the
performance matches the expectations, the customer is satisfied. If it exceeds them, the customer
is highly satisfied or delighted.

1.3.5 Marketing Channels

Toreach a target market, the marketer uses three kinds of marketing channels. Communication
channels deliver and receive messages from target buyers and include newspapers,
magazines, radio, television, mail, telephone, billboards, posters, fliers, Twitter, and the
Internet. Beyond these, communications are conveyed by facial expressions and clothing,
the look of retail stores, and many other media. Marketers are increasingly adding dialogue
channels (Facebook, Instagram, and email) to counterbalance the more typical monologue
channels (such as ads).

The marketer uses distribution channels to display, sell, or deliver the physical product(s)
or service(s) to the buyer or user. They include distributors, wholesalers, retailers, and agents.

Coca-Cola—Coca-Cola in Japan popularized the idea of canning coffee and making it
available through vending machines. While Americans can enjoy a hot cup of coffee in
most places, Japanese traditionally drink ocha or green tea. However, Coca-Cola found
that the Japanese enjoy coffee but just cannot get it readily. Hence, in a country where
vending machines are a common form of retailing, Coca-Cola’s Georgia-brand canned
coffee can be bought from many of the thousands of vending machines to suit Japanese
lifestyle needs.

The marketer also uses service channels to carry out transactions with potential buyers. Service
channels include warehouses, transportation companies, banks, and insurance companies
that facilitate transactions. Marketers clearly face a design problem in choosing the best mix of
communication, distribution, and service channels for their offerings.

1.3.6 Supply Chain

The supply chain is a longer channel stretching from raw materials to components to final
products that are carried to final buyers. The supply chain for women’s purses starts with
hides, and moves through tanning operations, cutting operations, and manufacturing, with the
marketing channels bringing the products to customers. The supply chain represents a value
delivery system. Each company captures only a certain percentage of the total value generated by
the supply chain. When a company acquires competitors or moves upstream or downstream, its
aim is to capture a higher percentage of supply chain value.

1.3.7 Competition

Competition includes all the actual and potential rival offerings and substitutes that a buyer
might consider.



Apple—When Apple introduced the iPad, it took a huge bite off the sales of dedicated
e-book readers such as Amazon’s Kindle and Sony’s Reader. Apple sold over 450,000
iPads in less than a week when it was first launched. When the iPad2 was launched in
2011, sales were estimated in the range of 400,000 to 600,000 units during the first three
days on the market. A survey found that most of those who bought the iPad2 did not own
the previous version. The introduction of the iPad thus posed a significant competition
to the Kindle, forcing Amazon to improve on its tablet device. Amazon responded by
introducing a more friendly version. Apple, in turn, introduced the iPad Mini.'*

1.3.8 Marketing Environment

Competition represents only one force in the environment in which the marketer operates. The
marketing environment consists of the task environment and the broad environment.

The task environment includes the immediate actors involved in producing, distributing, and
promoting the offering. The main actors are the company, suppliers, distributors, dealers, and the
target customers. Included in the supplier group are material suppliers and service suppliers, such as
marketing research agencies, advertising agencies, banking and insurance companies, transportation
companies, and telecommunications companies. Included with distributors and dealers are agents,
brokers, manufacturer representatives, and others who facilitate finding and selling to customers.

The broad environment consists of six components: demographic environment, economic
environment, physical environment, technological environment, political-legal environment, and
social-cultural environment. These environments contain forces that can have a major impact
on the actors in the task environment. Market actors must pay close attention to the trends and
developments in these environments and make timely adjustments to their marketing strategies.

1.4 The New Marketing Realities

We can say with some confidence that “the marketplace is not what it used to be.” Marketers must
attend and respond to a number of significant developments.

1.4.1 Major Societal Forces

Today the marketplace is radically different as a result of major, sometimes interlinking societal
forces that have created new behaviors, new opportunities, and new challenges:

o Network information—The digital revolution has created an Information Age that promises
to lead to more accurate levels of production, more targeted communications, and more
relevant pricing.

o Globalization—Technological advances in transportation, shipping, and communications
have made it easier for companies to market in other countries and easier for consumers to
buy products and services from marketers in other countries. International travel continues
to grow as more people work and play in other countries.

©  Deregulation—Many countries have deregulated industries to create greater competition
and growth opportunities. Companies in the telecommunications, domestic air travel,
and electrical utilities industries may face foreign competition and may enter other
local markets.

o Privatization—Many countries, such as China, have converted state-owned enterprises to
private ownership and management to increase their efficiency.

o Heightened competition—Brand manufacturers are facing intense competition from
domestic and foreign brands, which is resulting in rising promotion costs and shrinking

Apple’s  iPad changed the ebook
reading landscape by affording readers
an alfernative to Amazon'’s Kindle and
Sony's Reader.
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profit margins. They are further buffeted by powerful retailers who command limited shelf
space and are putting out their own store brands in competition with national brands. Many
strong brands are extending into related product categories, creating megabrands with
much presence and reputation.

o Industry convergence—Industry boundaries are blurring at an incredible rate as companies
are recognizing that new opportunities lie at the intersection of two or more industries. The
computing and consumer electronics industries are converging, for example, Apple and
Samsung release a stream of devices from MP3 players to phones to notebooks and watches
for a complete entertainment and functional integrated system.

©  Retail transformation—Small retailers are succumbing to the growing power of giant
retailers and “category killers” Store-based retailers are facing growing competition from
e-commerce on the Internet. Inresponse, entrepreneurial retailers are building entertainment
into stores with coffee bars, lectures, demonstrations, and performances. They are marketing
an “experience” rather than a product assortment.

o Disintermediation—The amazing success of early online dot-coms such as Amazon,
Taobao, E*Trade, and others who created disintermediation in the delivery of products
and services struck terror in the hearts of many established manufacturers and
retailers. In response to disintermediation, many traditional companies engaged in
reintermediation and became “brick-and-click,” adding online services to their existing
offerings. Many brick-and-click competitors became stronger contenders than the pure-
click firms, since they had a larger pool of resources to work with and well-established
brand names.

e Consumer buying power—Buyers today are only a click away from comparing
competitor prices and product attributes on the Internet. They can even name the
price they want to pay for a hotel room, airline ticket, or mortgage, and see if there are
any willing suppliers. Further, buyers can join with others to aggregate their purchases
to achieve deeper volume discounts—hence the popularity of coupon sites such as
Groupon. Business buyers can run areverse auction where sellers compete to capture the
buyer’s business.

° Consumer information—Consumers can get a good
breadth and depth of information on practically
anything. They can access information online.
Personal connections and user-generated content
thrive on social media such as Facebook, Flickr
(photos), Wikipedia (encyclopedia articles), and
YouTube (videos).'® Social networking sites—such
as TripAdvisor for ardent travelers—bring together
consumers with a common interest.

o Consumer participation—Particularly through the
Internet, consumers have found an amplified voice
to influence peer and public opinion. In recognition,
companies are inviting them to participate in designing
and even marketing offerings to heighten their sense of
connection and ownership.

o Consumer resistance—Many customers feel there are
Coupon sites such as Groupon allow consumers to aggregate their purchases for fewer real product differences. So they show less brand
deeper volume discounts, hence, increasing their buying power. loyalty and become more price- and quality-sensitive
in their search for value, and less tolerant about
undesired marketing.

Marketers can involve consumers through crowdsourcing, which is the act of
outsourcing ideas through an open call to a community. Consumers can give ideas on product
improvement or vote on which product design they like best. Crowdder, a crowdsourcing
site in the Philippines, is a Web-based consumer insight service that combines real-time
insighting and social gaming into a single system. The portal allows a company to input
questions, upload media, and select a preferred set of consumers classified by gender and
location. Marketers therefore have access to consumers’ insights.



1.4.2 New Company Capabilities

Societal forces have also combined to generate a new set of capabilities for today’s companies:

1.

10.

Marketers can use the Internet as a powerful information and sales channel. The Internet
augments marketers’ geographical reach to inform customers and promote their products
worldwide. By establishing one or more Web sites, marketers can list their companies’
products and services, histories, business philosophies, job opportunities, and other
information of interest to visitors.

Researchers can collect fuller and richer information about markets, customers, prospects,
and competitors. They can also conduct fresh marketing research by using the Internet to
arrange for focus groups, send out questionnaires, and gather primary data in several other ways.
Marketers can tap into social media to amplify their brand message. They can feed
information and updates to consumers via blogs and other postings, support communities,
and create their own stops on the Internet superhighway. Over a two-year period, Dell took
in more than $2 million in U.S. revenue from coupons provided through Twitter and another
$1 million from people who started at Twitter and bought a new computer on Dell’s Web site.
The @DellOutlet Twitter account generated millions of followers.

Marketers can facilitate and speed external communication among customers. They can
also create online and offline “buzz” through brand advocates and user communities.

Marketers can send ads, coupons, samples, and information to customers who have
requested them or have given the company permission to send them. Micro-target marketing
and two-way communication are easier thanks to the proliferation of special-interest magazines,
TV channels, and Internet newsgroups. Extranets linking suppliers and distributors let firms send
and receive information, place orders, and make payments more efficiently. A company can also
interact with each customer individually to personalize messages, services, and the relationship.
Marketers can reach consumers on the move with mobile marketing. Using GPS
technology, for instance, marketers can pinpoint consumers’ exact locations and send them
messages at the mall with coupons and a relevant perk (buy this book today and get a free
coffee at the bookstore’s coffee shop). Location-based advertising is attractive because it
reaches consumers close to the point of sale. Firms can also advertise on video iPods and
reach consumers on their mobile phones through mobile marketing.'®

Companies can produce individually differentiated goods. Thanks to advances in factory
customization, computers, the Internet, and database marketing software, customers can,
for a price, buy M&M candies with their names on them. BMW'’s technology allows buyers to
design their own models from among 350 variations, with 500 options, 90 exterior colors, and
170 trims. The company claims that 80 percent of the cars bought by individuals in Europe
and up to 30 percent bought in the United States are built to order.

Companies can improve purchasing, recruiting, training, and internal and external
communications. Aerospace and defense contractor Boeing joins large, high-profile
companies Walt Disney, General Motors, and McDonald’s in embracing corporate blogging
to communicate with the public, customers, and employees. External blogs allow dialogues
with a marketing vice president and a glimpse into the flight testing of new aircraft models;
internal blogs allow conversations on hot topics and anonymous feedback."”

Companies can facilitate and speed up internal communication among their employees
by using the Internet as a private intranet. Employees can query one another, seek advice,
and download or upload needed information from and to the company’s main computer.
Companies can improve their cost efficiency by skillful use of the Internet. Corporate
buyers can achieve substantial savings by using the Internet to compare sellers’ prices and
purchase materials at auction, or by posting their own terms in reverse auctions. Companies
can improve logistics and operations to reap substantial cost savings while improving
accuracy and service quality.

1.4.3 Marketing in Practice

Given the new marketing realities, organizations are challenging their marketers to find the best
balance of old and new and to provide demonstrable evidence of success. Marketing Memo:
Reinventing Marketing at Coca-Cola describes some of the many different ways that the
organization has changed its marketing.
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MARKETTINGIMEN©) ‘ REINVENTING MARKETING AT COCA-COLA

Coca-Colais fundamentally changing the way it does marketing,
primarily by adding a strong digital component to its traditional
marketing tools. The new model is based on moving consumers
from impressions to expressions to conversations to transactions.

Coca-Cola defines consumer expressions as any level of
engagement with brand content: a comment, “like;" or share on
Facebook; a tweet; or an uploaded photo or video. Coca-Cola
strives to put strongly sharable pieces of communications online
thatwillnotonly generateimpressionsbutalsolead to expressions
from consumers who join or extend the communication storyline
and ultimately buy the product.

These communications focus on the core themes of
“happiness” and “optimism” that define the brand’s positioning.
One successful application is the video of the “Hug Me” vending
machine in Singapore, which dispensed cans of Coke when
people put their arms around it and hugged it. Within in a week,
the video generated 112 million impressions.

Coca-Cola actively experiments, allocating 70 percent
of its budget to activities it knows will work, 20 percent to
improving those activities, and 10 percent to experimentation.
The company accepts that experiments can fail but believes in
taking chances to learn and develop better solutions. Even in its
traditional advertising and promotion, it looks for innovation.

For instance, Coca-Cola places much importance on cultural
leadership and causes that benefit others. The mission of its Arctic
Home project is to protect the habitat of polar bears, which have
starred in animated form in its holiday ads for years. Committing
$3 million to the World Wildlife Fund, Coca-Cola drew attention to Coca-Cola reinforces ifs message of happiness with special promotional
the project by turning its traditional red cans white. "Hug Me" vending machines which dispense free products.

Sources: Joe Tripodi, “Coca-Cola Marketing Shifts from Impressions to Expressions,” Harvard Business Review, HBR Blog Network, 27 April 2011; Tim
Nudd, “Coca-Cola Joins the Revolution in World Where the Mob Rules,” Adweek, 19 June 2012; Surajeet Das Gupta and Vivea Susan Pinto,
“Q&A: Joseph Tripodi,” Business Standard, 3 November 2011; “Coca-Cola Sets Facebook Record,” www.warc.com, 6 September 2012.

Marketing Balance

Companies must always move forward, innovating in products and services, staying in touch
with customer needs, and seeking new advantages rather than relying on past strengths. India’s
Hindustan Unilever asks all staff members—not just marketers—to obtain a “consumer license”
to work on its brands, which requires spending 50 hours of face time with shoppers. One senior
executive noted, “Our consumers are moving faster than marketers do, whether in terms of rural
or urban changes or the way they consume media and entertainment.”!8

Moving forward especially means incorporating Internet and digital efforts into marketing
plans. Marketers must balance increased spending on search advertising, social media, e-mails,
and text messages with appropriate spending on traditional marketing communications. But they
must do so in tough economic times, when accountability has become a top priority and returns
on investment are expected from every marketing activity. The ideal is retaining winning practices
from the past while adding fresh approaches that reflect the new marketing realities."

Marketing Accountability

Marketers are increasingly asked to justify their investments in financial and profitability terms,
as well as in terms of building the brand and growing the customer base. Organizations recognize
that much of their market value comes from intangible assets, particularly brands, the customer
base, employees, distributor and supplier relations, and intellectual capital. They are thus
applying more metrics—brand equity, customer lifetime value, return on marketing investment
(ROMI)—to understand and measure their marketing and business performance and a broader
variety of financial measures to assess the direct and indirect value their marketing efforts create.


www.warc.com
www.warc.com

Marketing in the Organization

As the late David Packard of Hewlett-Packard observed, “Marketing is far too important to leave to
the marketing department.” Increasingly, marketing is not done only by the marketing department;
every employee has an impact on the customer. Marketers now must properly manage all possible
touch points: store layouts, package designs, product functions, employee training, and shipping
and logistics. To create a strong marketing organization, marketers must think like executives
in other departments, and executives in other departments must think more like marketers.
Interdepartmental teamwork that includes marketers is needed to manage key processes such
as production innovation, new-business development, customer acquisition and retention, and
order fulfillment.

1.5 Company Orientation toward the Marketplace

Given these new marketing realities, what philosophy should guide a company’s marketing
efforts? Increasingly, marketers operate consistently with a holistic marketing concept. Let’s
review the evolution of earlier marketing ideas.

1.5.1 The Production Concept

The production concept is one of the oldest concepts in business. It holds that consumers will prefer
products that are widely available and inexpensive. Managers of production-oriented businesses
concentrate on achieving high production efficiency, low costs, and mass distribution. This
orientation makes sense in developing countries such as China where the largest PC manufacturer,
Lenovo, and domestic appliances giant, Haier, take advantage of the country’s huge inexpensive
labor pool to dominate the market. It is also used when a company wants to expand the market.’

1.5.2 The Product Concept

The product concept holds that consumers will favor those products that offer the most quality,
performance, or innovative features. Managers in these organizations focus on making superior
products and improving them over time. However, these managers are sometimes caught up in a
love affair with their products. They might commit the “better mousetrap” fallacy, believing that a
better mousetrap will lead people to beat a path to their door. A new or improved product will not
necessarily be successful unless the product is priced, distributed, advertised, and sold properly.

1.5.3 The Selling Concept

The selling concept holds that consumers and businesses, if left alone, will ordinarily not buy
enough of the organization’s products. The organization must, therefore, undertake an aggressive
selling and promotion effort.

The selling concept is practiced most aggressively with unsought goods, goods that buyers
normally do not think of buying, such as insurance, encyclopedias, and funeral plots. Most
firms practice the selling concept when they have overcapacity. Marketing based on hard selling
carries high risks. It assumes that customers who are coaxed into buying a product will like it; and
that if they do not, they will not return it or badmouth it or complain to consumer organizations,
or might even buy it again.

1.5.4 The Marketing Concept

The marketing concept is a customer-centered, “sense-and-respond” philosophy. The job is
not to find the right customers for your products, but the right products for your customers. The
marketing concept holds that the key to achieving organizational goals consists of the company
being more effective than competitors in creating, delivering, and communicating superior customer
value to its chosen target markets.

Theodore Levitt drew a perceptive contrast between the selling and marketing concepts:

Selling focuses on the needs of the seller; marketing on the needs of the buyer. Selling
is preoccupied with the seller’s need to convert his product into cash, marketing with
the idea of satisfying the needs of the customer by means of the product and the whole
cluster of things associated with creating, delivering, and finally consuming it.?’

China’s abundant cheap labor has led
some companies fo engage in massive
production fo drive costs down.
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1.5.5 The Holistic Marketing Concept

Without question, the trends and forces defining the 21st century are leading business firms
to a new set of beliefs and practices. Today’s best marketers recognize the need to have a more
complete, cohesive approach that goes beyond traditional applications of the marketing concept.

The holistic marketing concept is based on the development, design, and implementation of
marketing programs, processes, and activities that recognize their breadth and interdependencies.
Holistic marketing recognizes that “everything matters” with marketing and that a broad,
integrated perspective is often necessary.

Holistic marketing thus recognizes and reconciles the scope and complexities of marketing
activities. Figure 1.3 provides a schematic overview of the four broad themes characterizing
holistic marketing: relationship marketing, integrated marketing, internal marketing, and
performance marketing. We will examine these major themes throughout the book.

Senior Products &
Marketing  management Other services
department T departments Communications Channels
Internal
marketing

e

Sales revenue <« Performance
marketing

Brand & .~

customer equity / / \\

Ethics Community Customers Partners
Environment Legal Channel

Figure 1.3 Holistic Marketing Dimensions

Relationship Marketing

Increasingly, a key goal of marketing is to develop deep, enduring relationships with people and
organizations that could directly or indirectly affect the success of the firm’s marketing activities.
Relationship marketing aims to build mutually satisfying long-term relationships with key
constituents to earn and retain their business.?

Four key constituents of relationship marketing are customers, employees, marketing
partners (channels, suppliers, distributors, dealers, and agencies), and members of the financial
community (shareholders, investors, and analysts). Marketers must respect the need to create
prosperity among all these constituents and develop policies and strategies to balance the returns
to all key stakeholders. To develop strong relationships with these constituents requires an
understanding of their capabilities and resources, as well as their needs, goals, and desires.

The ultimate outcome of relationship marketing is a unique company asset called
a marketing network. A marketing network consists of the company and its supporting
stakeholders—customers, employees, suppliers, distributors, retailers, ad agencies, university
scientists, and others—with whom it has built mutually profitable business relationships. The
operating principle is simple: build an effective network of relationships with key stakeholders,
and profits will follow.

Relationships and networks take on added importance in Asian marketing. In East Asia, the
cultivation of personal relationships and the use of guanxi (personal connections) in business
are still evident. In countries like China, which have a long history of being exploited by other
nations, personal relations are useful in developing trust among business partners. To conduct
business successfully in Asia, hiring a consultant or an intermediary to foster guanxi may be



fruitful, and selecting a joint-venture partner who has
valuable connections with the local government may also
prove beneficial.

Companies are also shaping separate offers, services,
and messages to individual customers, based on informa-
tion about past transactions, demographics, psychograph-
ics, and media and distribution preferences. By focusing
on their most profitable customers, products, and chan-
nels, these firms hope to achieve profitable growth, cap-
turing a larger share of each customer’s expenditures by
building high customer loyalty. They estimate individual
customer lifetime value and design their market offerings
and prices to make a profit over the customer’s lifetime.

Because attracting a new customer may cost five

times as much as retaining an existing one, relationship |, East Asia, guanxi or the cultivation of personal relationships is an integral part

marketing also emphasizes customer retention. Companies  of doing business.

build customer share by offering a larger variety of goods to

existing customers, training employees in cross-selling and

upselling. Marketing must skillfully conduct not only customer relationship management (CRM),
but partner relationship management (PRM) as well. Companies are deepening their partnering
arrangements with key suppliers and distributors, seeing them as partners in delivering value to
final customers so everybody benefits.

ExxonMobil, Shell, Caltex, and SPC—In Singapore, petrol companies are increasingly
relying on their rewards programs to hold on to their customers. ExxonMobil has an
upgraded Smiles reward program that gives a more favorable earn rate and a higher
discount for petrol purchases. It also introduced a Gold Tier scheme which gives
30 percent bonus points to customers who spend at least S$250 a month. Shell’s
Escape program changed its awards based on number of liters pumped instead of
amount spent. With increasing petrol prices, the point issuance based on liters insulates
customers against pump price changes. Caltex’s Thanks! Program rewards high-value
customers with a Platinum Pack that includes fuel discount vouchers, free beverages, and
bonus Thanks! Points. SPC’s program saves customers the trouble of keeping track of
their points and deciding what to redeem them for. The company’s computer system
stores the points earned in a given month and gives upfront discounts over and above
other discounts the following month.

Integrated Marketing

Integrated marketing occurs when the marketer devises marketing activities and assembles fully
integrated marketing programs to create, communicate, and deliver value for consumers such
that “the whole is greater than the sum of its parts.” Two key themes are that (1) many different
marketing activities can create, communicate, and deliver value and (2) marketers should design
and implement any one marketing activity with all other activities in mind. When a hospital buys
an MRI from General Electric, for instance, it expects good installation, maintenance, and training
services to go with the purchase.

All company communications also must be integrated. Using an integrated communication
strategy means choosing communication options that reinforce and complement each other.
A marketer might selectively employ television, radio, and print advertising, public relations and
events, and PR and Web site communications so each contributes on its own as well as improving
the effectiveness of the others. Each must also deliver a consistent brand message at every contact.

When BMW launched its modernized MINI Cooper, it employed an integrated marketing
strategy in the United States that included a broad mix of media: billboards, posters, Internet,
print, PR, product placement, and grassroots campaigns. Many were linked to a cleverly designed
Web site with product and dealer information. The car was used as seats in a sports stadium
and appeared in Playboy magazine as a centerfold. The imaginative integrated campaign built a
six-month waiting list for the MINT Cooper.
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The company must also develop an integrated channel strategy. It should assess each
channel option for its direct effect on product sales and brand equity, as well as its indirect effect
through interactions with other channel options. Marketers must weigh the trade-off between
having too many channels (leading to conflict among channel members and/or a lack of support)
and too few (resulting in marketing opportunities being overlooked). Online marketing activities
are increasingly prominent in building brands and sales.

Internal Marketing

Internal marketing, an element of holistic marketing, is the task of hiring, training, and
motivating able employees who want to serve customers well. Smart marketers recognize
that marketing activities within the company can be as important as—if not even more so—than
marketing activities directed outside the company. It makes no sense to promise excellent service
before the company’s staff is ready to provide it.

Marketing is no longer the responsibility of a single department—it is a company-wide
undertaking that drives the company’s vision, mission, and strategic planning. It succeeds only
when all departments work together to achieve customer goals (see Table 1.1): when engineering

Table 1.1 Assessing which Company Departments are Customer-Minded

R&D

Sales

o They spend time meeting customers and listening to
their problems.
new project.
“best of class” solutions.

the project progresses.

Purchasing

Manufacturing

o They visit customer plants.

delivery schedules.

)

They have specialized knowledge of the customer’s industry.

o They strive fo give the customer “the best solution.”
o  They welcome the involvement of marketing, o They make only promises that they can keep.
manufacturing, and other departments to each o They feedback customers’ needs and ideas to those in
charge of product development.
o  They benchmark competitors’ products and seek ¢  They serve the same customers for a long period
of time.
o They solicit customer reactions and suggestions as
Logistics
©  They continuously improve and refine the product on ©  They set a high standard for service delivery time and
the basis of market feedback. meet this standard consistently.
o  They operate a knowledgeable and friendly customer
service department that can answer questions, handle
o They proactively search for the best suppliers. complaints, and resolve problems in a satisfactory and
o  They build longterm relationships with fewer but timely manner.
more reliable, high-quality suppliers.
o They do not compromise quality for price savings. Accounting
o  They prepare periodic “profitability” reports by
product, market segment, geographic areas (regions,
o They invite customers to visit and four their plants. sales territories), order sizes, channels, and individual
customers.
o  They willingly work overtime to meet promised o  They prepare invoices tailored to customer needs and
answer customer queries courteously and quickly.
o They continuously search for ways to produce goods
Finance

faster and/or at lower cost.

o They continuously improve product quality, aiming
for zero defects.

©  They meet customer requirements for “customization”
where possible.

Marketing

o They study customer needs and wants in well-defined
market segments.

o They allocate marketing effort in relation to the long-
run profit potential of the targeted segments.

o They develop winning offers for each target segment.

© They measure company image and customer
satisfaction on a continuous basis.

o They continually gather and evaluate ideas for new
products, product improvements, and services.

o  They urge all company departments and employees
to be customer-centered.

)

)

They understand and support marketing expenditures
e.g., image advertising) that produce long-term
customer preference and loyalty.

They tailor the financial package to the customer’s
financial requirements.

They make quick decisions on customer creditworthiness.

Public Relations

)

They send out favorable news about the company and
“damage control” unfavorable news.

They act as an internal customer and public advocate for
better company policies and practices.

Source: © Philip Kotler, Kotler on Markefing (New York: Free Press, 1999), pp. 21-22. Reprinted with permission of Free Press, a Division of Simon & Schuster

Adult Publishing Group. Copyright © 1999 by Philip Kotler. Al rights reserved.



designs the right products, finance furnishes the right amount of funding, purchasing buys the right
materials, production makes the right product in the right time horizon, and accounting measures
profitability in the right ways. Such interdepartmental harmony can only truly coalesce, however,
when management clearly communicates a vision of how the company’s marketing orientation
and philosophy serve customers. The following example highlights the coordination problem:

The marketing vice president of a major Asian airline wants to increase the airline’s traffic
share. His strategy is to build up customer satisfaction through providing better food,
Cleaner cabins, better-trained cabin crews, and lower fares; yet he has no authority in
these matters. The catering department chooses food that keeps food costs down, the
maintenance department uses cleaning services that keep cleaning costs down;, the
human resources department hires people without regard to whether they are naturally
friendly; the finance department sets the fares. Because these departments generally take
a cost or production point of view, the vice president of marketing is stymied in creating
an integrated marketing mix.

Internal marketing requires vertical alighment with senior management and horizontal
alignment with other departments, so everyone understands, appreciates, and supports the
marketing effort.

Performance Marketing

Holistic marketing incorporates performance marketing, which requires understanding the
returns to the business from marketing activities and programs, as well as addressing broader
concerns and their legal, ethical, social, and environmental effects. Top management is going
beyond sales revenue to examine the marketing scorecard and interpret what is happening to
market share, customer loss rate, customer satisfaction, product quality, and other measures.

Financial Accountability

Marketers are thus being increasingly asked to justify their investments to senior management
in financial and profitability terms, as well as in terms of building the brand and growing the
customer base.* As a consequence, they are employing a broader variety of financial measures
to assess the direct and indirect value their marketing efforts create. They are also recognizing
that much of their firms’ market value comes from intangible assets, particularly their brands,
customer base, employees, distributor and supplier relations, and intellectual capital.

Social Responsibility Marketing

The effects of marketing clearly extend beyond the company and the customer to society asawhole.
Marketers must carefully consider their role in broader terms, and the ethical, environmental,
legal, and social context of their activities.”” Increasingly, consumers demand such behavior, as
Starbucks Chairman Howard Schultz has observed:

We see a fundamental change in the way consumers buy their products and services ...
Consumers now commonly engage in a cultural audit of providers. People want to know
your value and ethics demonstrated by how you treat employees, the community in which
you operate. The implication for marketers is to strike the balance between profitability and
social consciousness and sensitivity.... It is not a program or a quarterly promotion, but
rather a way of life. You have to integrate this level of social responsibility into your operation.?®

This realization calls for a new term that enlarges the marketing concept. We propose calling
itthe “societal marketing concept.” The societal marketing concept holds that the organization’s
task is to determine the needs, wants, and interests of target markets and to deliver the desired
satisfactions more effectively and efficiently than competitors in a way that preserves or enhances
the consumer’s and society’s long-term well-being. Sustainability has become a major corporate
concern in the face of challenging environmental forces. Firms such as Panasonic are building
factories that are environmentally friendly; McDonald’s strives for a “socially responsible supply
system” encompassing everything from healthy fisheries to redesigned packaging.>”

The societal marketing concept calls upon marketers to build social and ethical
considerations into their marketing practices. They must balance and juggle the often conflicting
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criteria of company profits, consumer want satisfaction, and public interest. Table 1.2 displays
some different types of corporate social initiatives, illustrated by McDonald’s.*

Companies see cause-related marketing as an opportunity to enhance their corporate
reputation, raise brand awareness, increase customer loyalty, build sales, and increase press
coverage. They believe that customers will increasingly look for signs of good corporate citizenship
that go beyond supplying rational and emotional benefits.

Bata Indonesia—Bata Indonesia is different from other shoe manufacturers. While some
sports apparel manufacturers have been labeled negatively for exploiting cheap Asian
sweatshop labor, Bata Indonesia’s factory compound looks better as a park than Jakarta’s
few parks do. Wide, tree-lined avenues lead to clean, spacious work sheds. There is also
a grassy pitch for soccer matches, and a clean, well-stocked medical clinic situated near
the main gate. While stories of other factories that force and lock their workers out of the
factory grounds during lunchtime are rampant, Bata Indonesia provides two canteens for
its staff. This display of social welfare is the reason that it was chosen by Bienestar, a
U.S.-based clothing manufacturer, to make its No Sweat sneakers. While a pair of Nike
sneakers cost $2, No Sweat’s cost $4.50 a pair. The extra cost for workers’ bengfits,
ranging from free health care and a monthly rice allowance, to a pay package that is about
30 percent above the minimum wage in Indonesia, is detailed on every No Sweat shoe box.?°

Table 1.2 Corporate Social Initiatives by McDonald’s in Asia

Type Description Example

Corporate social  Supporting behavior change McDonald’s sponsorship of Clean Community Days in China

marketing campaigns through which it encourages participation in tree planting and

recycling programs.

Cause marketing  Promoting social issues through McDonald's use of funds raised during World Children’s Day
efforts such as sponsorships, to sponsor dictionaries for needy children in China. In Japan,
licensing agreements, and McDonald’s sponsors an annual All-Japan Rubber Baseball
advertising Tournament. Rubber baseball is an original Japanese product,

created to provide a safe way for children to play baseball.

Cause-related Donating a percentage of revenues  During the relief efforts for the 2004 Asian tsunami, McDonald's

marketing to a specific cause based on the India saw employees donatsing a day’s pay, while McDonald’s
revenue occurring during the Singapore committed a portion of sales from popular menu items,
announced period of support and employees from McDonald’s Hong Kong volunteered for

UNICEF.

Corporate Making gifts of money, goods, McDonald’s Singapore donated part of the proceeds made on

philanthropy or time to help non-profit World Children’s Day to support children with HIV/AIDS.
organizations, groups, or
individuals

Corporate Providing in-kind or volunteer In Mumbai, McDonald’s was involved in restoring a designated

community services in the community “heritage structure” in a historically and commercially important part

involvement of the city.

Socially Adapting and conducting McDonald’s Japan leads in energy efficiency programs. It has

responsible business practices that protect tracked its energy use for more than 10 years and has developed

business the environment and human and metrics to monitor carbon dioxide emissions.

practices animal rights

Source: Adapted from Philip Kotler and Nancy Lee, Corporate Social Responsibility: Doing the Most Good for Your Company and Your Cause [Hoboken, NJ:
Wiley, 2004). Copyright © 2005 by Philip Kotler and Nancy Lee. Used by permission of John Wiley & Sons, Inc; www.medonalds.com/corp/values.himl.

1.6 Updating the Four P’s

E. Jerome McCarthy classified these tools into four broad groups that he called the four P’s of
marketing: product, price, place, and promotion.*® Collectively, these P’s are called the marketing
mix. The marketing variables under each P are shown in Figure 1.4. A complementary view of the
four P’s can be found in Marketing Insight: Understanding of the 4 A’s of Marketing.


www.mcdonalds.com/corp/values.html
www.mcdonalds.com/corp/values.html

MARKENINGHNSIGHiT a UNDERSTANDING THE 4 A’'S OF MARKETING

According to Jagdish Sheth and Rajendra Sisodia, poor
management as a consequence of not knowing what drives
consumers is behind the majority of marketing failures.
The authors make the case that consumer knowledge is a
much more reliable route to success. Their customer-centric
marketing management framework emphasizes what they
believe are the most important consumer values and which
they call the four A's: acceptability, affordability, accessibility,
and awareness.

Acceptability

Is the extent to which a firm’s total product offering exceeds
customer expectations. The authors assert that acceptability is
the dominant component in the framework and that design,
in turn, is at the root of acceptability. Functional aspects of
design can be boosted by, for instance, enhancing the core
benefit or increasing reliability of the product; psychological
acceptability can be improved with changes to brand image,
packing and design, and positioning.

Affordability

Is the extent to which customers in the target market are able
and willing to pay the product’s price. It has two dimensions:
economic (ability to pay) and psychological (willingness to pay).
Acceptability combined with affordability determines the
product’s value proposition. When a software company
lowered the price of its software from $5,000 to $199 and
started charging for customer support, sales demand
increased enormously.

Accessibility

The extent to which customers are able to readily acquire the
product, has two dimensions: availability and convenience.
Successful companies develop innovative ways to deliver both,
as some online retailers do with excellent customer service and
return policies and tracking of up-to-the-minute information
about warehouse stock, brands, and styles.

Awareness

Is the extent to which customers are informed regarding the
product’s characteristics, persuaded to try it, and reminded
to repurchase. It has two dimensions: brand awareness and
product knowledge. Sheth and Sisodia say that awareness is
the ripest for improvement because most companies are either
ineffectual or inefficient at developing it. For instance, properly
done advertising can be incredibly powerful, but word-of-
mouth marketing and co-marketing can more effectively reach
potential customers.

Sheth and Sisodia base the 4 A's framework on the four
distinctive roles a consumer plays in the marketplace—seeker,
buyer, payer, and user. A fifth consumer role—evangelizer—
captures the fact that consumers often recommend products to
others and have become increasingly critical with the advent of
the Internet and social media platforms.

Note that we can easily relate the 4 A's to the traditional
4 P's. Marketers set the product (which mainly influences
acceptability), the price (which mainly influences affordability),
the place (which mainly influences accessibility), and promotion
(which mainly influences awareness).

Given the breadth, complexity, and richness of marketing, however—as exemplified by holistic
marketing—clearly these four P’s are not the whole story. If we update them to reflect the holistic
marketing concept, we arrive at a more representative set that encompasses modern marketing
realities: people, processes, programs, and performance, as in Figure 1.5.

People reflects internal marketing and that employees are critical to marketing success.
Marketing will only be as good as the people inside the organization. It also reflects that marketers
must view consumers as people to understand their lives more broadly, and not just as they shop
for and consume products and services.

Processes reflects the creativity, discipline, and structure brought to marketing management.
Marketers must avoid ad hoc planning and decision making, and ensure that state-of-the-art
marketing ideas and concepts play an appropriate role in all they do. Only by instituting the
right set of processes to guide activities and programs can a firm engage in mutually beneficial
long-term relationships. Another important set of processes guides the firm in imaginatively
generating insights and breakthrough products, services, and marketing activities.

Programs reflects the firm’s consumer-directed activities. It encompasses the old four P’s
as well as a range of other marketing activities that might not fit as neatly into the old view of
marketing. Regardless of whether they are online or offline, traditional or nontraditional, these
activities must be integrated such that their whole is greater than the sum of their parts and they
accomplish multiple objectives for the firm.
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