Core Issues and Terms in Marketing – The Basics
(Excerpted in part from Keegan & Green, Global Marketing, 3rd, and Kotler & Kartajaya, and Dickson – full references available) 


The following materials should provide a firm founding in issues addressed by marketing – definitions, concepts, and relationships among and between ideas – and will prove to be a handy reference for discussions in this discipline. The ‘jargon’ and ‘definitions’ of marketing are presented after first addressing some other aids in better understanding marketing, which follow (with some paraphrasing ‘ ‘ , and some direct extracts).  Further, it is obvious that Marketing is about Customers.
What Marketing Is Not (enroute to ‘marketing is …’)

Marketing is not a study solely about selling, or just about advertising – these are very common misconceptions about marketing.  At its core, marketing is about the firm’s interface with the customer – analytical in an historical sense, and predictive in a business planning sense.

The classic marketing mix in itself, now no longer adequate for understanding marketing, was defined some decades ago by Jerome McCarthy, and it came to be known as the 4P’s – Product (offering), Promotion, Place (Distribution), and Price. The student will find this 4P concepts included but not dominant in this discussion, which offers a newer and more dynamic context, and a graduated content of what marketing truly is in a Marketing Firm (not ‘marketing-oriented,’ not ‘market-driven,’ but the firm that is embedded in markets and which has marketing embedded in its every aspect) . 
Marketing and Competition


“In the global marketplace of the new millennium, marketing should be redefined to reflect the increasingly intensified competition in almost every sector of industries” (Keegan, p. 45). One necessity is to understand competition in a societal supply-demand rational framework. Material lending much better understanding of this idea is in the Dickson piece on Competitive Rationality.

Marketing Principles (Marketing is …)

The following are “The 18 Guiding Principles of the Marketing Company” offered to us by Hermawan Kartajaya. They are organized into three Foundation principles, three Topping (think ‘overarching’) principles, three Value principles, three Strategic principles, three Tactical principles, and three Implementation principles.

Foundation Principles – The Company, Community, and Competition


The Principle of the Company: Marketing is a Strategic Business Concept (SBC)

Marketing must become an SBC. It must be ‘formulated by top-level management, be long-term, navigate company direction, and drive toward creating loyal business customers (internal, external, and investor customers).’  The consensus has become that ‘Marketing is now too important for marketers.’ Drucker has said classically that business have two functions: marketing and innovation, both driving to results. Everything else is just cost.


The Principle of the Community: Marketing is Everyone’s Business


Marketing should not be a department (where it is just that, the concept and structure is weakening). Ideally, “…all departments are marketing departments; all functions are marketing functions” (Keegan, p. 40). In a truly marketing-oriented firm, all of the marketing-oriented form a marketing community. In that community, all must be marketers, all must market.  Getting, retaining, and Serving customers are tasks that are on everyone. The responsibility of creating customer loyalty is common, critical, and central to the theme of all firm work. The entire mission, the direction, and all activities in a firm should be directed specifically at this mandate.


The Principle of Competition: Marketing ‘War’ is about Value War.


Short-term profits are just utilitarian, in the short term; customer value creation in a long-term focus is the fundamental objective of a true Marketing Firm. Profits (clearly essential) are short-term; value is long-term. The relationship that ‘creating customer value will yield profits’ is central to all thinking. Value can properly be defined as value = get (benefit) /give (cost). There are 5 value-creating possibilities in this formula: (1) increase benefits and lower expenses, (2) increase benefits and hold expense constant, (3) hold benefits constant and lower expenses, (4) increase benefits significantly and increase expenses, (5) lower benefits and significantly lower expenses. Implicit in this thinking is that value is the key – if customer value triumphs the marketing war – so-called – is won.  

Topping Principles - Loyalty, Integration, Anticipation


The Principle of Retention: Concentrate on Loyalty, Not Just Satisfaction


In a value-creation competition, a focus on just satisfaction is inadequate – focus on creating deep customer loyalty.  Satisfaction as a process (often confused with an end result) is a near commodity in a sophisticated marketing environment. The slippery end result that is sought today is customer loyalty – that is the new moving target, and final goal of a Marketing Firm. Customer attraction and satisfaction in a unit transaction mode is very expensive compared to customer retention and customer loyalty in a relationship. Therefore, concentrate on loyalty, not just transactional satisfaction. That means that full satisfaction in initial trial is essential, but only a first step.

The Principle of Integration: Concentrate on Differences, Not Averages


To build a loyal customer base, intimate relationships with customers – requires addressing customer needs individually. Ideally, every customer should be unique in the eyes of the Marketing Firm - its every action should be in that direction. At the same time, all customers are not created equal. Assuming averages leads to average approaches – mediocre offers – and expected average returns. The Marketing Firm has to integrate itself with customers in a bonded relationship the yields a vivid picture of the needs and expectations of customers. So, concentrate on differences not averages.

The Principle of Anticipation: Concentrate on Proactivity, Not Reactivity


To accomplish the ‘toppers’ the Marketing Firm must be amenable to and ready for change. It must be adaptive to industry and environmental change. The firm must anticipate change in technology, the economy, perceptions of ‘right behavior,’ markets, and customer expectations. The process goal is to be fluid and dynamic operationally, especially in relationships with customers. Common descriptors would label such a firm: change agent, change driver (or ‘change surpriser’ to your competition).
Value-Creating Principles – Brand, Service, Process: The Drive to Heart Share

The Principle of Brand: Avoid the Commodity-Like Trap


Brand is actually the value label of the Marketing Firm, not just logo, symbol, or name. It is an umbrella idea that is shorthand for everything about the firm. It is the equity the firm adds to products and services. It is liberating from the supply-demand curve of the larger marketplace – the firm can become a price maker – that is the increment added by appreciated value properly labeled. Brand creates price possibilities.


The Principle of Services: Avoid the Business-Category Trap


Service is just not before- or after-sales activity, or 8XX numbers, maintenance or a voice in ‘customer service.’ Service becomes a paradigm label for creating value with every contact. It is the answer to Peter Drucker: “What business are you in?” Service! The Marketing Firm will continuously enhance and improve the product offering and the associated service until it achieves Service. The sense of Service should emanate from every aspect of the entire organization. The paradigm will represent spirit, sustainability, competitiveness – and the Marketing Firm will avoid a business-category in favor of Serving customers.

The Principle of Process: Avoid the Function-Orientation Trap


This emerges from a Marketing Firm in command of its supply web/chain – at the hub of a network of organizations that add value to the firm’s customers. Why else would one deal with them? They are strategic allies with a common cause. Process must reflect product quality, cost, and delivery at exemplary levels. To achieve appropriate process may require benchmarking, reengineering, outsourcing, merger, acquisition, or like moves. Brand, Service, and Process (as a value-enabler) should not just create value for external and investor customers, but should be the credo of internal customers. In the Process sense, they are key part of the strategic alliance to add value. Brand, Service, and Process subsume titles and job positions in the firm and drive the firm to a position of high customer heart share.
Strategic Principles: The Drive to Market Share

The Principle of Segmentation: View Markets Creatively

The first element of strategy is segmentation - partitioning the market into clusters of customers. It is the mapping strategy of a Marketing Firm to gather together customers with similar behaviors that are pertinent to the activities of the firm. It is identifying and pinpointing opportunity. It is a scientific approach based upon demographics, psychographics, behavior, or even one customer in the unique situation (a Marketing Firm goal).  Each person in a segment manifests similar behavior in purchase or use of offerings.  It is a perspective on the market in which the possibilities are viewed creatively. It is a step toward preventing waste by concentrating cost-creating/profit-generating units – the customers – into definable, accessible, dialogue-potential, sizeable, and capable groupings. It is a utility performed by marketers to conserve the always scarce resources of the firm in ‘doing business’ in the future.

The Principle of Targeting: Allocate Your Resources Effectively


This fits the potential of the Marketing Firm to the potential of the proper and profitable segment(s). It is picking the right pre-identified groups for the firm’s product offerings and Services. This principle drives to actualization the original and creative extraction of segments from the overall marketplace above.  It should also leverage any inherent competitive advantage of the firm into the chosen segment – creating Loyalty through Service and dominating the segment chosen. Targeting fits firm strategy to the most productive opportunities.


The Principle of Positioning: Lead Your Customers Credibly


Traditionally, positioning is ideally to occupy the customer’s mind to the exclusion of any other offers in a product or offering category. This principle demands more: establishing trustworthiness, confidence, and a feeling of firm competence on the part of customers. A customer should willingly follow the company lead into a loyal relationship. Famous marketer Yoram Wind says positioning is a credible reason for being.  Customers cannot be managed, they must be led.  Positioning is not about persuading and image-creation; it is about earning customer trust and allegiance. Positioning is the quest for trustworthiness by every member of the firm.

Tactical Principles: The Drive to Mind Share

The Principle of Differentiation: Integrate Your Content, Context, and Infrastructure


Traditionally, differentiation relates to real or imaged differences in offerings (Kotler). This still holds. Different offerings are a key in positioning a firm – the loyalty-inspiring difference. So differentiation is a core tactic to support firm positioning. Kartajaya: “Content (what to offer) is the core benefit of the product itself. Context (how to offer) refers to the way the firm offers the products. Infrastructure (enabler) is the technology, facilities, and people used to create content and context.” When positioning is supported by differentiation, the firm creates strong brand integrity – brand images in consumers’ minds are congruent with those the firm hopes to achieve through its efforts.


The Principle of Marketing Mix: Integrate the Offer, Logistics, and Communication


This position for the 4P’s in a scheme implies they are but the tip of an iceberg in proper marketing. This is accurate – the 4P’s do not comprise a complete set of marketing principles.  They typically are only the most visible aspect of a Marketing Firm. The ‘mix’ is really about integrating (mixing) the product offering, and associated logistics and communications.  Marketing mix actually must be directly linked to and emerge from a creation of content-context-infrastructure differentiation activity, so the ‘mix’ is a creation tactic of the firm. This is so because a destructive mix adds no customer value nor builds brand. Any me-too marketing mix imitates an existing market configuration. It is the creative marketing mix that supports marketing strategy (segmentation-targeting-positioning), and the other marketing tactics (differentiation and selling) and builds value (brand – Service – process).  ‘The Mix’ of the 4P’s is tactical as it emerges from effective strategy.

The Principle of Selling: Integrate the Firm, the Customers, and the Relationships


Selling is actually the “tactic to create long-term relationships with the firm’s offerings” and not narrowly defined as personal selling or even just salesperson-customer sales activity. This tactic is to capture customers with features and benefits, but only as imbedded in solutions. By solving customer problems, customer bonding occurs. Customers will go through five steps as they move to a bond, as they move from customer to loyalist – awareness, identity, relationship, community, and advocacy. Awareness is but the first step in driving customers to advocacy. Every thought throughout the true Marketing Firm is to make this happen when a customer is engaged.   

Implementation Principles: Driving Always to Balance

The Principle of Totality: Balancing Strategy, Tactics, and Value


After focusing upon the nine core elements of marketing individually (as in S, T, V illustrated), the Marketing Firm must create strategic and operational balance among and between them. Marketing strategy creates mind share, marketing tactics create market share, and marketing value-creation yields heart share.  But the setting is not static: “The maneuvers of competitors, the revolution of technology, and the changes in customer behavior will require the company to adjust and readjust STV.”  They must be realigned as needed to adapt to the emerging (future) business environment. The unavoidable firm charge is to constantly monitor the balance in STV, and the time allocations and all other resources associated with them.

The Principle of Agility: Integrate the What, Why, and How


To operate in the sometimes chaotic environment just noted, the Marketing Firm must be agile – what does that take?  First, an agile Marketing Firm repeatedly monitors competitor and consumer behavior (what) as it has business and marketing intelligence systems to image that business environment constantly in place. Second, an agile firm continuously analyzes and uses the intelligence (why); and third, intelligence is effectively incorporated into the strategy and tactic development process (how). More simply, through intelligence gathering and use, the agile firm creates customer loyalty and preempts competitive moves. This facilitates not being just a change agent and driver, but a real surpriser. The Marketing Firm balances time and resource allocations regarding ‘what-why-how’ in its effective implementation activities.

The Principle of Utility: Integrate the Present, Future, and Gap

Present activity and present products Service customers now; future activity and developing products Serve tomorrow’s customers; “Gap activities are about enhancing the capabilities of technology and people, internally and externally, or by creating a strategic alliance or merger and acquisition in order to create (the) future’s activities.” By doing what is required to be keenly competitive today, and actively imagining across the gap into tomorrow, any lacks can be identified and filled proactively. The focus is not on today, or on tomorrow. The focuses are on the flow of time, the associated inevitable change externally and the need for change internally. The energy of the firm is expended on extending today’s superior Service across the complacency gap to a clear, definable, sustainable, future competitive advantage. There is no utility in mere satisfaction on the part of the customer or the firm. A firm, to maintain loyal customers, must remain loyal to its future – true utility lies in forward motion.    
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At the ‘heart’ of these guidelines for behaving in the marketplace, as shown in the illustration just above, are The Firm C (or Company), the innermost circle, though closed upon itself and complete, always open to change, and shown as encircling and encompassing (as shown in the top illustration) the REAL drivers of all that is possible:


The Competency C – Where good people become embedded as Marketing employees

The Commercial C – Where ordinary customers become embedded as loyal customers

The Capital C - Where ordinary investors become embedded as long-term shareholders
These guidelines and ideas, comprising a fresh view of Marketing from Kotler and Kartajaya, will serve as our springboard for discussing MARKETING in our next Tuesday meeting.  Please review and think about these ideas. Various ways of depicting positioning, differentiation, segmentation, and the related topics will be discussed and shown.  Know the key ideas here to start.

