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1-1 What is marketing? 
What does the term marketing mean to you? Many people think 
it means personal selling. Others think marketing means advertising. 
Still others believe marketing has to do with making products available 
in stores, arranging displays, and maintaining inventories of products 
for future sales. Actually, marketing includes all of these activities 
and more. 

“�Marketing is too important to be left only to the marketing 
department.” David Packard

Marketing has two facets. First, it is a philosophy, an attitude, a perspective, or a 
management orientation that stresses customer satisfaction. Second, marketing is an 
organization function and a set of processes used to implement this philosophy. 

The American Marketing Association’s defnition of marketing focuses on the sec-
ond facet. Marketing is the activity, set of institutions, and processes for creating, 
communicating, delivering, and exchanging oferings that have value for customers, 
clients, partners, and society at large.1 

Marketing involves more than just activities performed by a group of people in a 
defned area or department. In the often-quoted words of David Packard, co-founder 
of Hewlett-Packard, “Marketing is too important to be left only to the marketing 
department.” Marketing entails processes that focus on delivering value and benefts 
to customers, not just selling goods, services, and/or ideas. It uses communication, 
distribution, and pricing strategies to provide customers and other stakeholders with 
the goods, services, ideas, values, and benefts they desire when and where they want 
them. It involves building long-term, mutually rewarding relationships when these 
beneft all parties concerned. Marketing also entails an understanding that organi-
zations have many connected stakeholder “partners,” including employees, suppliers, 
stockholders, distributors, and others. 

Research shows that companies that reward employees with incentives and rec-
ognition on a consistent basis are those that perform best.2 Google captured the num-
ber one position in Fortune’s “100 Best Companies to Work For in 2011.” The company 
pays 100 percent of health care premiums, ofers paid sabbaticals, and provides boccie 
courts, a bowling alley, and twenty-fve cafés, for free. Google has also never had a 
layof. One so-called Googler reported that “employees are never more than 150 feet 
away from a well-stocked pantry.”3

marketing  the activity, set 
of institutions, and processes for 
creating, communicating, delivering, 
and exchanging oferings that have 
value for customers, clients, partners, 
and society at large
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One desired outcome of marketing is an exchange, 
people giving up something in order to receive something 
they would rather have. Normally, we think of money as 
the medium of exchange. We “give up” money to “get” the 
goods and services we want. Exchange does not require 
money, however. Two (or more) people may barter or trade 
such items as baseball cards or oil paintings. An exchange 
can take place only if the following fve conditions exist:

1.	 There must be at least two parties.

2.	 Each party has something that might be of value to 
the other party.

3.	 Each party is capable of communication and delivery.

4.	 Each party is free to accept or reject the exchange 
ofer.

5.	 Each party believes it is appropriate or desirable to 
deal with the other party.4

Exchange will not necessarily take place even if all 
these conditions exist. They are, however, necessary for 
exchange to be possible. For example, you may place an 
advertisement in your local newspaper stating that your 
used automobile is for sale at a certain price. Several 
people may call you to ask about the car, some may test-
drive it, and one or more may even make you an ofer. All 
fve conditions are necessary for an exchange to exist. But 
unless you reach an agreement with a buyer and actually 
sell the car, an exchange will not take place. Notice that 
marketing can occur even if an exchange does not occur. 
In the example just discussed, you would have engaged in 
marketing by advertising in the local newspaper even if no 
one bought your used automobile.

1-2 Marketing 
Management 
Philosophies
Four competing philosophies strongly infuence an 
organization’s marketing processes. These philoso-
phies are commonly referred to as production, sales, mar-
ket, and societal marketing orientations.

1-2a Production Orientation
A production orientation is a philosophy that focuses 
on the internal capabilities of the frm rather than on the 
desires and needs of the marketplace. A production ori-
entation means that management assesses its resources 
and asks these questions: “What can we do best?” “What 
can our engineers design?” “What is easy to produce, 
given our equipment?” In the case of a service organiza-
tion, managers ask, “What services are most convenient 
for the frm to ofer?” and “Where do our talents lie?” Some 
have referred to this orientation as a Field of Dreams ori-
entation, from the well-known movie line, “If we build it, 
they will come.” The furniture industry is infamous for its 
disregard of customers and for its slow cycle times. For 
example, most traditional furniture stores (think Ashley or 
Havertys) carry the same styles and varieties of furniture 
that they have carried for many years. They always produce 
and stock sofas, cofee tables, arm chairs, and end tables 
for the living room. Master bedroom suites always include 
at least a queen- or king-sized bed, two dressers, and two 
side tables. Regardless of what customers may actually be 
looking for, this is what they will fnd at these stores—and 

exchange   people giving 
up something in order to receive 
something they would rather have

production 
orientation  a philosophy 
that focuses on the internal 
capabilities of the frm rather than 
on the desires and needs of the 
marketplace
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it works because what the stores produce has matched 
up with customer expectations. This has always been a 
production-oriented industry.

There is nothing wrong with assessing a frm’s capa-
bilities; in fact, such assessments are major considerations 
in strategic marketing planning (see Chapter 2). A produc-
tion orientation falls short because it does not consider 
whether the goods and services that the frm produces 
most efciently also meet the needs of the marketplace. 
Sometimes what a frm can best produce is exactly what 
the market wants. Apple has a history of production orien-
tation, creating computers, operating systems, and other 
gadgetry because it can and hoping to sell the result. 
Some items have found a waiting market (early comput-
ers, iPod, iPhone). Other products, like the Newton, one of 
the frst versions of a PDA, were simply fops. In other situ-
ations, as when competition is weak or demand exceeds 
supply, a production-oriented frm can survive and even 
prosper. More often, however, frms that succeed in com-
petitive markets have a clear understanding that they must 
frst determine what customers want and then produce it, 
rather than focus on what company management thinks 
should be produced and hope that product is something 
customers want.

1-2b Sales Orientation
A sales orientation is based on the ideas that people 
will buy more goods and services if aggressive sales tech-
niques are used and that high sales result in high profts. 
Not only are sales to the fnal buyer emphasized, but inter-
mediaries are also encouraged to push manufacturers’ 
products more aggressively. To sales-oriented frms, mar-
keting means selling things and collecting money. 

The fundamental problem with a sales orientation, as 
with a production orientation, is a lack of understanding of 
the needs and wants of the marketplace. Sales-oriented 
companies often fnd that, despite the quality of 
their sales force, they cannot convince people 
to buy goods or services that are neither 
wanted nor needed.

One of the dangers of a 
sales orientation is failing to 
understand what is important 
to the frm’s customers. When that 
occurs, sales-oriented frms some-
times use aggressive incentives to drive 
sales. For example, after Nintendo faced 

a steep decline in Wii and 3DS sales, 
the company slashed the price on 
the portable, glasses-free 3DS from 
$250 to $170, hoping to spark sales 
of the game platform before releasing 
new games.5

1-2c Market 
Orientation
The marketing concept is a simple 
and intuitively appealing philosophy 
that articulates a market orientation. 
It states that the social and economic 
justifcation for an organization’s exis-
tence is the satisfaction of customer 
wants and needs while meeting orga-
nizational objectives. What a business 
thinks it produces is not of primary importance to its suc-
cess. Instead, what customers think they are buying—the 
perceived value—defnes a business. The marketing con-
cept includes the following:

8	Focusing on customer wants and needs so that the 
organization can distinguish its product(s) from com-
petitors’ oferings 

8	Integrating all the organization’s activities, including 
production, to satisfy customer wants

8	Achieving long-term goals for the organization by 
satisfying customer wants and needs legally and 
responsibly

The recipe for success is to develop a thorough under-
standing of your customers and your competition, your dis-
tinctive capabilities that enable your company to execute 
plans on the basis of this customer understanding, and how 
to deliver the desired experience using and integrating all of 

the resources of the frm.6

Firms that adopt and implement the market-
ing concept are said to be market oriented, 

meaning they assume that a sale does not 
depend on an aggressive sales force but 

rather on a customer’s decision to pur-
chase a product. Achieving a market 

orientation involves obtaining infor-
mation about customers, com-

petitors, and markets; examin-
ing the information from a total 

business perspective; determin-
ing how to deliver superior customer 

sales orientation   
the ideas that people will buy 
more goods and services if 
aggressive sales techniques 
are used and that high sales 
result in high profts

marketing 
concept  the idea that 
the social and economic justi-
fcation for an organization’s 
existence is the satisfaction 
of customer wants and needs 
while meeting organizational 
objectives

market 
orientation   
a philosophy that assumes 
that a sale does not depend 
on an aggressive sales force 
but rather on a customer’s 
decision to purchase a 
product; it is synonymous 
with the marketing concept

©
 iS

to
ck

ph
ot

o.
co

m
/j

fm
de

si
gn

5CHAPTER 1: An Overview of Marketing

Copyright 2013 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



value; and implementing actions to 
provide value to customers. 

Some frms are known for de-
livering superior customer value 
and satisfaction. The 2011 National 
Retail Federation Foundation/Amer

ican Express Customer Service Survey listed Zappos.com, 
Amazon.com, L.L.Bean, Overstock.com, and Lands’ End as 
the top fve U.S. retailers for customer service.7 

Understanding your competitive arena and competi-
tors’ strengths and weaknesses is a critical component of 
a market orientation. This includes assessing what exist-
ing or potential competitors might be intending to do 
tomorrow and what they are doing today. Western Union 
failed to defne its competitive arena as telecommunica-
tions, concentrating instead on telegraph services, and 
was eventually outfanked by fax technology. Had Western 
Union been a market-oriented company, its management 
might have better understood the changes taking place, 
seen the competitive threat, and developed strategies to 
counter the threat. In contrast, American Express’s success 
has rested largely on the company’s ability to focus on cus-
tomers and adapt to their changing needs over the past 
160 years.8 

1-2d Societal Marketing 
Orientation
The societal marketing orientation extends the mar-
keting concept by acknowledging that some products that 
customers want may not really be in their best interests or 
in the best interests of society as a whole. This philosophy 
states that an organization exists 
not only to satisfy customer wants 
and needs and to meet organiza-
tional objectives but also to preserve 
or enhance individuals’ and society’s 
long-term best interests. Marketing 
products and containers that are less 
toxic than normal, are more durable, 
contain reusable materials, or are 
made of recyclable materials is con-
sistent with a societal marketing orientation. The 
American Marketing Association’s defnition of 
marketing recognizes the importance of a soci-
etal marketing orientation by including “society 
at large” as one of the constituencies for which 
marketing seeks to provide value.

Although the societal marketing concept has been 
discussed for more than thirty years, it did not receive 
widespread support until the early 2000s. Concerns such 
as climate change, the depleting of the ozone layer, fuel 
shortages, pollution, and health concerns have caused 
consumers and legislators to be more aware of the need 
for companies and consumers to adopt measures that 
conserve resources and that cause less damage to the 
environment. 

Studies reporting consumers’ attitudes toward, and 
intentions to buy, environmentally friendly products show 
widely varying results. A Nielsen study found that while 
83 percent of consumers worldwide believe companies 
should have environmental programs, only 22 percent 
would pay more for an eco-friendly product. The key to 
consumer purchasing lies beyond labels proclaiming sus-
tainability, natural ingredients, or “being green.” Customers 
want sustainable products that perform better than their 
unsustainable counterparts.9

1-2e Who’s in Charge?
The Internet and the widespread use of social media have 
accelerated the shift in power from manufacturers and retail-
ers to consumers and business users. This shift began when 
customers started using books, electronics, and the Internet 
to access information, goods, and services. Customers use 
their widespread knowledge to shop smarter, leading exec-
utives such as former Procter & Gamble CEO A.G. Lafey to 
conclude that “the customer is boss.”10 

Sam Walton echoed this sentiment when he report-
edly once said, “There is only one boss. The customer. And 

he can fre everybody in the com-
pany from the chairman on down, 
simply by spending his money 
somewhere else.”11 Walmart’s chief 

societal marketing 
orientation  the idea that 
an organization exists not only 
to satisfy customer wants and 
needs and to meet organizational 
objectives but also to preserve or 
enhance individuals’ and society’s 
long-term best interests

Now that is 
a great deal!
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marketing ofcer, Stephen Quinn, agrees. “It starts with the 
customer. You’ve got to be incredibly customer-focused 
nowadays because—it’s been said many times—the 
customer is in control.”12 And as Internet use and mobile 
devices become increasingly pervasive, that control will 
continue to grow. This means that companies must create 
strategy from the outside in by ofering distinct and com-
pelling customer value.13 This can only be accomplished 
by carefully studying customers and using deep market 
insights to inform and guide companies’ outside-in view.14 
Jef Bezos, founder and chairman of Amazon.com, calls 
this a “working backward” mentality.15 

1-3 Differences 
between Sales 
and Market 
Orientations 
The diferences between sales and market orienta-
tions are substantial. The two orientations can be com-
pared in terms of fve characteristics: the organization’s 
focus, the frm’s business, those to whom the product is 
directed, the frm’s primary goal, and the tools used to 
achieve the organization’s goals.

1-3a The Organization’s Focus
Personnel in sales-oriented frms tend to be inward look-
ing, focusing on selling what the organization makes 
rather than making what the market wants. Many of the 
historic sources of competitive advantage—technology, 
innovation, economies of scale—allowed companies to 
focus their eforts internally and prosper. But that same 
inward focus characteristic of the sales orientation has also 
led to the demise of frms like 3D Realms, Steve and Barry’s, 
and SeeqPod. 

Today, many successful frms derive their competitive 
advantage from an external, market-oriented focus. A mar-
ket orientation has helped companies such as Zappos.com 
and Bob’s Red Mill Natural Foods outperform their compet-
itors. These companies put customers at the center of their 
business in ways most companies do poorly or not at all. 

Customer Value  The relationship between benefts 
and the sacrifce necessary to obtain those benefts is 
known as customer value. Customer value is not simply 
a matter of high quality. A high-quality product that is avail-
able only at a high price will not be perceived as a good 

value, nor will bare-bones service or 
low-quality goods selling for a low 
price. Instead, customers value goods 
and services that are of the quality they expect and that are 
sold at prices they are willing to pay. Value can be used to sell 
a Mercedes-Benz as well as a Tyson frozen chicken dinner.

Lower-income consumers are price sensitive, but they 
will pay for products if they deliver a beneft that is worth 
the money.16 While price conveys value (a $4,000 handbag 
is perceived as being more luxurious and of higher quality 
than one selling for $100), value is about more than just 
price. For example, the social shopping scene has been 
expanding for several years, but wealthy customers with 
money to spend are being courted by a new breed of 
social shopping site. The basic premise is that a well-known 
fashion name (be it a fashion editor, an elite socialite, or 
a celebrity) moderates sites by handpicking pieces from 
favorite retailers, such as Barneys New York or Saks Fifth 
Avenue. Shoppers then purchase the curated items, and 
the site receives a commission for each purchase. There 
are many of these sites: Moda Operandi has highlighted 
(and sold out of ) woven skirts for $4,000 apiece, Motilo 
focuses on French fashion (including couture pieces), and 
Fino File is an online, shopable magazine, with pieces rang-
ing from $80 tops to $1,000 boots. With reports of growing 
subscribers and sold-out merchandise, it is clear that these 
sites are attracting customers who value curated style.17

Marketers interested in customer value:

8	Offer products that perform: This 
is the bare minimum requirement. After grappling 
with the problems associated with its Vista operating 
system, Microsoft listened to its customers and made 
drastic changes for Windows 7, which received greatly 
improved reviews.

8	Earn trust: A stable base of loyal custom-
ers can help a frm grow and prosper. Residents in 
Brooklyn are fercely loyal to their neighborhood’s 
businesses. So, as part of their product introductions, 
Sixpoint Craft Ales brewery and Crop to Cup cofee did 
extensive sidewalk brand introduction in Brooklyn, 
ofering passersby samples and personally developing 
relationships with local retailers to get their products 
on shelves and in restaurants. Both have made a huge 
market impact in Brooklyn through their constant 
presence, and Crop to Cup has opened its frst store.18

8	�Avoid unrealistic pricing: E-marketers 
are leveraging Internet technology to redefne how 
prices are set and negotiated. With lower costs, 

customer 
value  the relationship 
between benefts and the 
sacrifce necessary to obtain 
those benefts
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e-marketers can often ofer lower 
prices than their brick-and-mortar 
counterparts. The enormous popu-

larity of auction sites such as eBay and the customer-
bid model used by Priceline and uBid.com illustrates 
that online customers are interested in bargain prices. 
In fact, as Smartphone usage grows, brick-and-mortar 
stores are fghting customers who price compare using 
their Smartphones and purchase items for less online 
while standing in the store. 

8	Give the buyer facts: Today’s sophisti-
cated consumer wants informative advertising and 
knowledgeable salespeople. It is becoming very dif-
cult for business marketers to diferentiate themselves 
from competitors. Rather than trying to sell products, 
salespeople need to fnd out what the customer needs, 
which is usually a combination of products, services, 
and thought leadership.19 In other words, salespeople 
need to start with the needs of the customer and work 
toward the solution.

8	Offer organization-wide commit-
ment in service and after-sales 
support: The Arizona Cardinals realized that their 
competitors were not only other NFL teams but also 
every organization that competes for the customers’ 
entertainment dollars. The team hired Disney Institute, 
the professional development unit of The Walt Disney 
Company that helps other companies learn how to 
adopt Disney best practices and transform how they 

approach business. The Cardinals wanted Disney 
Institute to show them how to keep everyone in the 
organization focused on great customer service and 
help them draw in more customers.20

8	Co-creation: Some companies and products 
allow customers to help create their own experience. 
For example, Case-Mate, a frm that makes formft-
ting cases for cell phones, laptops, and other personal 
devices, allows customers to design their own cases 
by uploading their own photos. Customers who don’t 
have designs of their own can manipulate art from 
designers using the “design with” feature at case-
mate.com. Either way, customers produce completely 
unique covers for their devices.

Customer Satisfaction  The customers’ evalua-
tion of a good or service in terms of whether that good 
or service has met their needs and expectations is called 
customer satisfaction. Failure to meet needs and 
expectations results in dissatisfaction with the good or 
service. Some companies, in their passion to drive down 
costs, have damaged their relationships with customers. 
Comcast, Bank of America, and Sprint Nextel are examples 
of companies where executives lost track of the delicate 
balance between efciency and service.21 Firms that have 
a reputation for delivering high levels of customer satis-
faction do things diferently from their competitors. Top 
management is obsessed with customer satisfaction, and 
employees throughout the organization understand the 
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AMaZON.COM’S PLOY aGaINST 
PHYSICaL RETaILErS
Amazon.com is a target for bargain-minded shoppers. Te Internet retailer of-
fers great prices and quick shipping from the comfort of home. But now, it wants 
customers to fnd the lowest prices on the go. Amazon’s latest Smartphone app, 

Price Check, allows customers to scan a barcode and compare store prices 
to other locations and on Amazon.com. To encourage customers to use the 
app and to increase its pricing database, Amazon ofered a promotion—
scan a barcode at any store, buy the product from Amazon instead, and 
get 5 percent of that item. Brick-and-mortar stores cried foul, stating 
that Amazon is encouraging customers to use stores as show rooms, 
where customers try out products while comparison shopping on 
Smartphones. But with customers placing a premium on getting 
the best value and being able to access prices from mobile devices, 
Amazon may prove to be the frst of many price-comparison apps.

Source: Janet Novack, “Amazon Price Check Flap Is No Strategic Blunder,” Forbes, December 12, 2011, www.forbes.com/sites 
/janetnovack/2011/12/12/amazon-price-check-fap-is-no-strategic-blunder (Accessed March 27, 2012).

customer 
satisfaction  customers’ 
evaluation of a good or service in 
terms of whether it has met their 
needs and expectations
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link between their job and satisfed customers. The culture 
of the organization is to focus on delighting customers 
rather than on selling products.

Coming back from customer dissatisfaction can be 
tough, but there are some key ways that companies begin 
to improve customer satisfaction. Forrester Research dis-
covered that when companies experience gains in the 
frm’s Customer Experience Index (CxPi), they have imple-
mented one of two major changes. Aetna, a major health 
insurance provider, executed the frst type of change—
changing its decentralized part-time customer service 
group into a full-time, centralized customer service team. 
Aetna’s CxPi score rose six points in one year. Ofce Depot 
executed the second type of change—addressing cus-
tomer “pain points” and making sure that what customers 
need is always available to them. By streamlining its sup-
ply chain and adding more stylish ofce products, Ofce 
Depot satisfed business customers and female shoppers, 
increasing its CxPi by nine points.22

Building Relationships  Attracting new customers 
to a business is only the beginning. The best companies view 
new-customer attraction as the launching point for devel-
oping and enhancing a long-term relationship. Companies 
can expand market share in three ways: attracting new 
customers, increasing business with existing customers, 
and retaining current customers. Building relationships 
with existing customers directly addresses two of the three 
possibilities and indirectly addresses the other. 

Relationship marketing is a strategy that focuses 
on keeping and improving relationships with current cus-
tomers. It assumes that many consumers and business 
customers prefer to have an ongoing relationship with 
one organization rather than switch continually among 
providers in their search for value. USAA is a good example 
of a company focused on building long-term relationships 
with customers. In an annual Customer Service Champs 
survey conducted by Bloomberg Businessweek and J.D. 
Power and Associates, USAA has been the only company 
to be ranked in the top two for four years running. Not only 
does USAA have an incredible 97.8 percent client retention 
rate, but 87 percent of the respondents in the survey said 
they would purchase from USAA again. Clearly, USAA pro-
vides services to its customers that make their lives easier, 
and the customers respond very positively.23

Most successful relationship marketing strategies 
depend on customer-oriented personnel, efective train-
ing programs, employees with authority to make decisions 
and solve problems, and teamwork.

Customer-Oriented Personnel  For an 
organization to be focused on building relationships with 
customers, employees’ attitudes and actions must be cus-
tomer oriented. An employee may be the only contact a 
particular customer has with the frm. In that customer’s 
eyes, the employee is the frm. Any person, department, or 
division that is not customer oriented weakens the positive 
image of the entire organization. For example, a potential 
customer who is greeted discourteously may well assume 
that the employee’s attitude represents the whole frm.

Customer-oriented personnel come from an orga-
nizational culture that supports its people. Southwest 
Airlines has been operating with high levels of customer 
satisfaction for forty years (forty years of love, as the airline 
quips). Not only does the airline have low fares, charge few 
fees (frst two bags fy free!), and apologize via e-mail or 
phone for any delays or mishaps, it also receives tons of fan 
mail about its employees. The secret? Executives say they 
“hire nice people” and “empower employees to make deci-
sions, and we support them.”24 Listed on several customer 
service “Best of” lists, Southwest’s nice people are defnitely 
popular with their customers.

Burt’s Bees, a popular beauty brand, 
assures each customer that “Your well-
being is important to us.” Such commit-
ment helps retain existing customers.

relationship 
marketing   a strategy 
that focuses on keeping and 
improving relationships with 
current customers
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