Chapter 01

Marketing in Today’s Business Milieu

LEARNING OBJECTIVES

LO 1-1
Identify typical misconceptions about marketing, why they persist, and the resulting challenges for marketing management.

LO 1-2
Define what marketing and marketing management really are and how they contribute to a firm’s success.

LO 1-3
Appreciate how marketing has evolved from its early roots to be practiced as it is today.

LO 1-4
Recognize the impact of key change drivers on the future of marketing.
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KEY TERMS

marketing management The leading and managing of the facets of marketing to improve individual, unit, and organizational performance.

marketing’s stakeholders Any person or entity inside or outside a firm with whom marketing interacts, impacts, and is impacted by.

societal marketing The concept that, at the broadest level, members of society at large can be viewed as a stakeholder for marketing.

sustainability The practicing of business that meet humanity’s needs without harming future generations.

value A ratio of the bundle of benefits a customer receives from an offering compared to the costs incurred by the customer in acquiring that bundle of benefits.

exchange The giving up of something of value for something desired.

production orientation The maximization of production capacity through improvements in products and production activities without much regard for what is going on in the marketplace.

sales orientation The increase of sales and consequently production capacity utilization by having salespeople “push” product into the hands of customers.

marketing concept Business philosophy that emphasizes an organization-wide customer orientation with the objective of achieving long-run profits.

marketing mix (4Ps of marketing) Product, price, place, and promotion—the fundamental elements that comprise the marketer’s tool kit that can be developed in unique combinations to set the product or brand apart from the competition.

offering A product or service that delivers value to satisfy a need or want.
solution A bundle of benefits from an offering that solves a problem or fills a need of a customer.
differentiation Communicating and delivering value in different ways to different customer groups.

customer orientation Placing the customer at the core of all aspects of the enterprise.

market orientation The implementation of the marketing concept, based on the understanding of competitors and listening to the market.

relationship orientation Investing in keeping and cultivating profitable current customers instead of constantly having to invest in gaining new ones.

one-to-one marketing Directing energy and resources into establishing a learning relationship with each customer and connecting that knowledge with the firm’s production and service capabilities to fulfill that customer’s needs in as custom a manner as possible.

mass customization Combining flexible manufacturing with flexible marketing to greatly enhance customer choice.

Marketing (Big M) The dimension of marketing that focuses on external forces that affect the organization and serves as the driver of business strategy.

strategic marketing The long-term, firm-level commitment to investing in marketing—supported at the highest organization level—for the purpose of enhancing organizational performance.

market creation Approaches that drive the market toward fulfilling a whole new set of needs that customers did not realize was possible or feasible before.

marketing (little m) The dimension of marketing that focuses on the functional or operational level of the organization.

tactical marketing Marketing activities that take place at the functional or operational level of a firm.

marketing metrics Tools and processes designed to identify, track, evaluate, and provide key benchmarks for improvement of marketing activities.

marketing analytics The practice of measuring, managing, and analyzing marketing performance to maximize marketing effectiveness and optimize return on marketing investment (ROMI).
return on marketing investment (ROMI) What impact an investment in marketing has on a firm’s success, especially financially.
APPLICATION QUESTIONS

1. Consider the various marketing misconceptions introduced in this chapter. 

a. Pick any two of the misconceptions and develop a specific example of each from your own experience with firms and brands.

•
Catchy and entertaining advertisements — or perhaps the opposite, incessant and boring advertisements.

· Pushy salespeople trying to persuade someone to buy it right now.

· Famous brands and their celebrity spokespeople, such as Nike’s athlete endorsers.

· Product claims that turn out to be overstated or just plain false, causing doubt about the trustworthiness of a company.

· Marketing departments “own” an organization’s marketing initiative.
b. How will it be beneficial for a new marketing manager to understand the misconceptions that exist about marketing?

Effective marketing management isn’t about buzzwords or quick fixes. In today’s business milieu, the reality of marketing is that it is a central function and set of processes essential to any enterprise. Moreover, leading and managing the facets of marketing in order to improve individual, unit, and organizational performance – marketing management – is a core business activity, worthy of any student’s study and mastery.

c. Can you come up with some other marketing misconceptions of your own – ones that are not addressed in the chapter?

Student answers to this question will vary. 
2. In the chapter we make a strong case for the relevance of Peter Drucker’s key themes today, even though much of his writing was done decades ago. Do you agree that his message was ahead of its time and is still relevant? Why or why not? Assume you are the CEO of a firm that wants to practice a market orientation. How will Drucker’s advice help you to accomplish this goal?

Peter Drucker’s key themes included a business built around the customer with resources and processes aligned to maximize customer value. He also believed that marketing is the central core of the firm, and it should therefore be the concern and responsibility of the entire organization. This business philosophy was well ahead of its time. 

Excerpts from Drucker’s advice that would impact an executives’ effort to enact a market orientation:

What the customer thinks he is buying, what he considers “value” is decisive—Because it is the [purpose of a business] to create a customer, [the] business enterprise has two – and only two – business functions: marketing and innovation.
   
3. Put yourself in the role of a marketing manager – from this perspective, do you agree with the concepts of societal marketing and sustainability? Why or why not? How does a focus on sustainability affect the marketing manager’s role and activities? Identify two organizations that you believe do a great job of paying attention to sustainability and present the evidence that leads you to this conclusion.

Marketing’s stakeholders include any person or entity inside or outside a firm with whom marketing interacts, impacts, and is impacted by. At the broadest conceptual level, members of society at large can be viewed as a stakeholder for marketing – a concept called societal marketing. 

Sustainability refers to business practices that meet humanity’s needs without harming future generations.
  

Sustainability practices have helped socially responsible organizations incorporate doing well by doing good into their overarching business models so that both the success of the firm and the success of society at large are sustained over the long term. 

Example of an organization that is doing a great job of paying attention to sustainability:

Unilever: 

· In Brazil, the company operates a free community laundry in a São Paulo slum, provides financing to help tomato growers convert to eco-friendly “drip” irrigation, and recycles 17 tons of waste annually at a toothpaste factory. 

· Unilever funds a floating hospital that offers free medical care in Bangladesh, a nation with just 20 doctors for every 10,000 people. 

· In Ghana, it teaches palm oil producers to reuse plant waste while providing potable water to deprived communities.
· In India, Unilever employees help thousands of women in remote villages start micro-enterprises. 

· Responding to green activists, the company discloses how much carbon dioxide and hazardous waste its factories discharge around the world.
4. Review the section on change drivers and select any two within the set that you want to focus on. Pick an organization of your choice and answer the following questions:

a.
In what ways do each of the change drivers impact the firm’s ability to successfully do marketing?

b.
How is the firm responding to the change drivers in the way it approaches its business? What should it be doing that it is not doing at present?

c.
What role do you believe the marketing manager has in proactively preparing for these and future change drivers? 

Students will provide various answers. Here is information that should be used to inform their responses:

Five key areas of shift, or change drivers, are:

· Shift to product glut and customer shortage.

· Shift in information power from marketer to customer.

· Shift in generational values and preferences.

· Shift to demanding return on marketing investment.

· Shift to distinguishing Marketing (“Big M”) from marketing (“little m”).

5. In this chapter, you learned that harmonious performance of Marketing (big M) and marketing (little m) within a firm can lead to greater levels of success. Why is this true? What does it mean that these two need to be “harmonious?” What would be some likely negative consequences if they were out of sync? 

Specific programs and tactics aimed at customers and other stakeholder groups tend to emanate from marketing (little m).
  However, marketing (little m) always needs to be couched within the philosophy, culture, and strategies of the firm’s Marketing (Big M). Based on these statements, those firms that are successful at accomplishing “little m” goals and objectives will inherently be well on their way to doing the same with “Big M” goals and objectives. 

Marketing (Big M) and marketing (little m) should be quite naturally connected within a firm, as the latter tends to represent the day-to-day operationalization and implementation of the former. If they were to become out of sync, the consequences could lead to confusion within the firm (internal), confusion in the marketplace with customers (external), and possible underachievement in terms of overall strategy goals. 

MANAGEMENT DECISION CASE
From Clydesdales to Talking Frogs: Budweiser’s Strategic Adaptability Keeps It a Winner

This case provides an opportunity to reinforce several key principles that are covered in this introductory chapter. While the case is largely focused on advertising tactics, there are examples of strategic marketing that can be discussed as well. A key idea to emphasize is that brands that survive as long as Budweiser have done so by regularly updating the various elements of the marketing mix to reflect the changing preferences of their customers. In this case, these responses to customer interests and communications preferences are most visible in advertising but are also reflected in major product introductions such as Bud Lite and packaging innovations like beer in cans.

One way to introduce the case is to ask students for some factors that make one beer better than another. Even non-beer drinkers will likely focus on product attributes like taste or convenient packaging. This could lead to a discussion about whether Budweiser is generally considered to be the best tasting beer and if not, why they have dominated in product sales for so many years. One answer to that question is that brand imagery can be as or more important than product attributes in a brand’s long-term success. Consider showing examples of classic Budweiser advertising (see https://www.youtube.com/watch?v=wIbShf_xrxg) and discussing how these ads differentiate the brand even though they provide very little info about the product.

Questions for Consideration

1. Over the course of its history, Budweiser marketing responded to major regulatory and cultural changes such as Prohibition and the changing role of women in society. What other changes are either happening now or are on the horizon to which today’s marketing managers at Budweiser should respond? What should that response be?

An issue of particular relevance to undergrads is underage drinking and abuse of alcohol on college campuses. Anheuser Busch could respond with either specific social responsibility advertising or “tags” at the end of ads encouraging responsible drinking. Another option would be to introduce non-alcoholic or low-alcoholic alternatives. Discussion could revolve around how these alternatives could be promoted: as a way to limit alcohol consumption while continuing to socialize at parties, as an alternative for pregnant women, or for drinkers who will be the “designated driver.” 
2. In this account of Budweiser’s history there is evidence of both “Big M” marketing and examples of “little m” marketing. Which of these two types of marketing do you think is Budweiser’s greater strength? Support your answer with examples to demonstrate your understanding of these concepts.

“Big M” marketing (or strategic marketing) is focused on an understanding of markets, competitors, and other external forces, coupled with attention to internal capabilities, while “little m” marketing is tactical in nature and serves the firm and its stakeholders at a functional or operational level. Budweiser marketing has been very strong at the tactical level, with a constant flow of innovative advertising and special events like the use of the Clydesdales in New York City following the repeal of Prohibition. While this promotional activity has been a major contributor to the brand’s longevity, the more significant moves have been strategic in nature: Bud Light as a reaction to consumer’s concerns about weight and a major packaging innovation with the use of cans, as examples. A recognition of America’s obsession with sports led to a strategic investment in TV advertising during sports events, most notably during the Super Bowl. An important point to reinforce in this discussion is the need for Big M strategies to be supported by little m tactics and making sure that the tactics that are deployed are consistent with higher level strategic marketing goals.
3. 
What do you think of using Bud Light and Natural Light brands in naming the new hard seltzer products? Does this brand extension dilute the beer brands even if bolstering the new hard seltzers? 
Look at this from both the perspective of the brand managers for Bud Light and Natural Light versus the brand managers for the hard seltzers. The beer brand managers may have fought to protect their names from the threat of diluting brand equity. The Hard Seltzer brand managers should have been thrilled not to establish a new brand from the ground up. Bud Light has long been the best-selling beer in the United States, so its brand equity is strong. The growth of the hard seltzer category has exploded. Is it better to cannibalize from Bud Light and Natural Light or to compete against White Claw with a no-name brand? Since AB InBev ultimately used brand extension, we can assume it wanted to enter the hard seltzer market with a strong brand name.
4. Budweiser is known for using humor and tug-at-your-heartstrings appeals in advertising. Compare the original and new Whassup ads. View the “One Team” video. Do you think they are effective? Why or why not?

The original Whassup ad, made in 1998, was called “True” and featured five friends who are fairly deadpan unless they are saying Whassup. With the sound of a football game on television in the background, he first guy calls his buddy to ask, “What’s up?” His friend says “Watching the game. Having a Bud.” The first guy responds, “True, true.” As three other friends enter the conversation, “What’s up” spoken in a normal tone of voice quickly becomes a humorous “Whassup?” with the speaker sticking out his tongue with a funny expression. The ad relays friendship and connection through common interests, especially Budweiser. It’s the beer that brings entertainment to their lives. 

The public service announcement made in 2020 was called “Checking In, that’s Whassup.” It features five celebrities, NBA stars Chris Bosh and Dwayne Wade and his wife Gabrielle Union, and WNBA star Candace Parker and DJ D-Nice, on a Zoom-like video chat who are greeting each other after the coronavirus shutdown. It begins on a serious note discussing life under lockdown then segues into all of them giving their best “Whassups.” Again, the message is about friendship and connection through Budweiser. At the end, a message on the screen says, “Checking in, that whassup” and gives the number of the Salvation Army that people can call to have someone to speak with. The ad encouraged people to check in with friends during difficult times.

The “One Team” ad uses no humor but has an emotional tug-at-your-heartstrings appeal. It features medical workers, police, a delivery person, an online schoolteacher, a man exercising on a stationary bike, and scientists working to get the country through the coronavirus pandemic. Using the line “This Bud’s for…,” people are stand-ins for sports teams. So, “This Bud is for the reds” doesn’t refer to the Cincinnati Reds but Red Cross workers. Budweiser redirected five million dollars from sports to support the Red Cross, according to Ad Age. The ad is very effective given that all sporting events were cancelled. Americans were encouraged to pull together to fight the pandemic and to show appreciation for frontline workers who risked their health to help others.
SUGGESTED VIDEO

Making a Market: Vosges Haut-Chocolat (5:25 minutes)

Description: Vosges Haut-Chocolat is a chocolate brand seeking to make consumption of their chocolate a luxury experience which has grown along with the market for high-end chocolate. The video discusses how Vosges has created a cohesive marketing strategy focused on luxury and innovation.
1. Vosge has chosen a premium/luxury positioning strategy. What are the pros and cons of this marketing approach for Vosge?

Through pricing, packaging, and store layout, Vosge signals that their product is something special. This approach can attract a class of customer who cares about status and peer acceptance and can afford to pay Vosge’s premium prices, providing the company with higher per unit profits. It also has the benefit of creating differentiation for a product that has a short list of features that consumers may use to compare alternatives.
A premium approach does, however, limit the number of prospective customers. The strategy also has additional costs (such as the lavishly appointed stores) that eat into the premium profits. A premium brand is also vulnerable to competition that can approach the market with a similar message, but a slightly lower price. Vosge may be aware of this as the video notes that they are pursuing a “downward stretch” of their brand through offering products at a lower price.

2. What aspects of Vosge’s marketing strategy supports their experience/storytelling approach? What are the risks to this strategy as they expand their distribution network to non-company-owned stores?
It appears that the company supports storytelling/experience building through their website, other forms of advertising, through very specific décor in their company-owned stores, through sampling, and through selection/training of personnel to be good storytellers. With the move to third-party distribution, a major part of this formula goes away or is at least eroded. Students should note here the loss of control that comes with the positive aspects of expanding the distribution approach. To maintain the premium image and the attachment of the experience idea to their product, Vosge will likely need to focus on (and invest more heavily in) the component of the marketing mix over which they have the greatest control: advertising.

3. Review the 4-step creative process that the CEO uses to develop a new product and the messaging to support it. How could this process be applied to other consumer products? Choose a product in a completely different industry and apply the process to develop a basic creative strategy.

4 step creative process:
1) fall in love with beauty, curiosity, or a cause
2) connect it to chocolate
3) take action (most important)

4) create the experience
While storytelling will not be appropriate for every product, there are simple stories that can be told about many products. Step 1 could be focused on a benefit of interest to the target market. In step 2, the fulfillment of that benefit is connected logically (or emotionally) to the product. Step 3 would involve many tactical marketing actions such as creating advertising copy or designing a store or store display. Step 4 would at least be a set of messaging used with various promotional tools and could also involve hiring and training specialized sales personnel.
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