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New to this edition

The third edition of Marketing sees significant changes. As always, every example, fact and key term has been
checked, updated and/or replaced. What follows are major changes in the text, chapter-by-chapter.

Chapter updates

PART 1 Assessing the marketplace

Chapter 1

Overview of marketing

Chapter 2

Digital marketing

Chapter 3

Marketing ethics,
sustainability and CSR

Chapter 4

Analysing the marketing
environment

Thoroughly updated discussion on what is marketing
Updated discussion on how marketing firms become more value driven
New vignettes

New case studies

Updated discussion on digital channels
Substantially improved explanation of 4E network
Updated discussion on social media marketing

Added discussion on the influence of augmented reality (AR) in retail sector

Added discussion on the rise of social marketing (using marketing techniques
to create a behavioural change)

Updated opening vignette includes changes in the fashion industry since the
Rana Plaza incident in Bangladesh

Updated section on ethical issues includes efforts being made by Google and
Microsoft in this sphere

Added findings from the survey Ethics at Work
New Adding value on supply chain that adheres to a code of ethics
New Adding value on ban on plastic bags in Australian supermarkets

Updated discussion on ethics and marketing strategy, including the example
of Roma boots, how celebrities influence consumers’ decisions, the Cambridge
Analytica scandal

Entire chapter has been revised to lay a greater emphasis on the importance
of understanding competition and how it impacts on the development of
marketing strategy

New Superior service highlights how Chemist Warehouse adapted itself for
the Chinese market

Added discussion on consumers pushing brands to take position in key
societal issues such as equality

Expanded discussion on health and wellness including mental wellbeing
New Adding value feature on Netflix and its predictive analytics

Updated and revised discussion on privacy and data and how the EU has led
the way in implementing legislation to protect consumers’ privacy
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Chapter Chapter updates

PART 2 Understanding and targeting the marketplace

Chapter 5

Consumer behaviour

Chapter 6

Segmentation, targeting
and positioning

Chapter 7

Marketing research

Chapter 8

Product and branding
decisions

Chapter 9

Developing new products

Updated discussion on consumer decision process including examples from
varied fields to highlight the importance of engaging the customer

New examples explaining various factors influencing consumer decision process

Greater emphasis on discussion around segmentation methods including
pricing strategies, distribution strategies and overall appeals

Addition of more complex segmentation methods such as psychographic,
benefits derived and behavioural

Inclusion of the seven segments of consumer lifestyle segmentation in New
Zealand developed by the University of Otago

Updated section on behavioural segmentation

New Social media and mobile marketing feature describing how various tech
companies and online platforms segment customers based on the use of their
services

Updated table on value proposition statement key elements

New Adding value discusses the influence and message of evolving company
logos

Updated opening vignette showing the impact of wearable devices in day-to-
day life and how the personal data they collect is used by companies to
deliver timely information

New graph about secondary data and how it is used by policy makers to draft
economic policies

Updated table on firms that provide syndicated data

Updated section on social media research with examples of LEGO and Sephora
and how they engage with their customers

New Superior service feature on the use of drones in the service industry

Updated section on emerging technology and the ethics of using customer
information

Updated section on branding includes examples of Amazon and Sony and
how they operate

Updated table on the world’s most valuable brands

New Ethical and societal dilemma feature on how brands get creative to cater
to a particular market

Updated opening vignette emphasises the importance of innovation—from
companies and also driven by consumers’ demands

New Adding value feature on resusable plastic bags examines the Australian
retail sector’s transformation to improve sustainability practices

New Ethical and societal dilemma feature regarding innovation in the smart
products industry and its privacy concerns

Updated discussion on using the diffusion of innovation theory
Revised section about how firms develop new products

Continued
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Chapter Chapter updates

Chapter 10 Revised and updated opening vignette on the services provided by online
retail stores

Services: The intangible

Sl « Updated discussion on the intangibility of services including involvement of

the ACCC in dealing with various advertisements
«  Revised section on the service gaps model

«  Updated Social media and mobile marketing feature highlighting the growth
of digital marketing in Australia

«  New Social media and mobile marketing feature on Spotify and how it uses
social media for customer service—in particular, to recover from service failures

Chapter 11 «  New Adding value feature exploring the rising popularity of online stores and

- how they are attracting customers and businesses alike
Pricing concepts . . . .
«  New Ethical and societal dilemma feature about the long-running court case

between Amazon, Apple, a group of book publishers and customers who
fought a tough battle over the price of reading

»  New Superior service feature on leasing

Chapter 12 « Added discussion on customer store pick-up technology

Supply chain, channel
management and retail

Chapter 13 +  Updated opening vignette to reflect the influence of media on advertising

+ New Social media and mobile marketing feature emphasising new ideas
adopted by companies to promote themselves

Integrated marketing
communications

«  New Adding value feature on Puma’s use of Google Analytics to revamp its
advertising strategy

+ New Ethical and societal dilemma feature on Volkswagen’s advertising
campaign to persuade customers to trust it again after recent scandals

«  Revised section on product placement
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Text at a glance

Marketing is a pedagogically rich learning resource. The features laid out on these pages are designed to

encourage and enhance your understanding of marketing.

REAL-WORLD EXAMPLES

Real-world examples are used to illustrate concepts throughout the text, giving you an opportunity to think about how
these concepts are used in everyday life. They are presented in the following elements.

Part opener

Assessing the
marketplace

CHAPTER 1

Overview of marketing

CHAPTER 2

Digital marketing

Chapter opener

I Overview of
marketing

LEARNING OBJECTIVES

LO 1.1 Define the role of marketing in organisations.
L0 1.2 Explain the concept of value in marketing,

L0 1.3 Understand why marketing is important, both
within and outside the firm.

Learning objectives outline the skills and knowledge
that you should have gained on completing each chapter.

Concept map

A visual and stimulating summary concept map for each
chapter links the key theoretical points of each topic.

Consumer

1

market (exchange)

Segmentation, Marketing

targeting and Price
behaviour e o research
Provides frameworks
Marketing athics crgemestion and and tools to decipher Generates.

market

k)

v Balance of cost

New product Creates solutions Generates
development and people need J
Empowers.
Shares information Overview of consumers
Supply chain and efficiently marketing
delivers solutions m;
quality of life

Works towards
sustainability

Graduate spotlight

Graduate spotlights are a series of Q&As with
marketing graduates to find out where they have
taken their careers and what advice they would give
to new students in the field.

Vs benefits
e Relationship
communications L

NAME
Carla Young
DEGREE STUDIED
Master of Marketing
UNIVERSITY

CURRENT POSITION
Senior Content Marketer
EMPLOYER

Murdoch University

Graduate spotlight

University of Western Australia

What did you learn from your degree and how has it prepared you for a career in marketing?
The first place | ever heard the term ‘content marketing’ was in a lecture, and five years later I've made a career out of it | think
that says it all!

Another skill | strengthened during my degree was my ability to work effectively in a group. Every single project you
work on as a marketer has different project members/stakeholders/colleagues involved; university s great preparation for
that collaboration.

What interested you about studying or working in marketing?
In school, | was a good writer and interested in video production. | was also very strategic and tactical; | enjoyed debating,
problem-solving and lateral thinking. These things sparked my interest in marketin

| decided to study English and Communications in my undergraduate degree, followed by a Master of Marketing. |




The fashion industry is often criticised for reinforcing superficial ideals and for contributing to
materialistic lifestyles in developed economies, while exploiting those in developing countries through
unethical manufacturing and distribution strategies. For many profit-driven companies in the fashion
industry, balancing the needs of shareholders and the wider community is not always easy. For example,
many firms in the clothing industry compete on offering great value for the latest fashions by
maintaining low prices. Low prices, of course, mean that cost savings must be made along the supply
chain, often affecting the manufacturing process. In our globalised world, most fashion labels outsource
their manufacturing function to countries with significantly lower labour costs. This, in turn, leads to
a competitive manufacturing landscape, where contractors in developing countries compete to offer
the lowest cost of production. As a result, working conditions in many contracted factories in
developing countries are poor.

Media coverage has questioned the sustainability of the fashion industry and how brands will
continue to minimise their impact given Western consumer culture’s obsession with low prices and its
insatiable appetite for the latest fashion trends. Globally, 80 billion new pieces of clothing are consumed
every year and, by 2030, the industry will have manufactured 92 million tonnes of clothes and shoes in
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Exhibit 6.1 Targeting the mid-range car buyer.
© Tony Vingerhoets/Alamy Stock Photo/DAL

CHECK YOURSELF

What is the definition of marketing?

Marketing is about satisfying and
What are the four components of the marketing mix?

Who can perform marketing?

What are the various eras of marketing?

o s wN

Case study 5.1: Tourism Australia uses ingenious

Hollywood magnet to pull in American visitors

By Victoria Jennifer Harrison, Deakin University

Overview

Australia’s tourism market share in the United States had stagnated over time, even though outbound

tourism was flourishing. To get things moving, Tourism Australia creatively used the 2018 NFL Super

Bowl to launch a strong lead-generation campaign disguised as the ‘big Hollywood blockbuster reboot”

(see Exhibit 5.14).

Strategy

The resurrection of Crocodile Dundee, a three-decades-old iconic Australian film, was Tourism

Australia’s innovative solution to breaking through the reluctance of North Americans to travel Down

Under. The challenge was finding a way to motivate people to travel to Australia, which, though among
Continued

Adding value 3.1

Etiko: wear no evil, do no harm

As consumers are increasingly placing value on ethical and environmentally conscious products and
services, questions of malpractice and itation have a more transparent supply chain.
An ethical supply chain considers employment practices, working conditions and workers’ pay. The
Rana Plaza factory collapse in 2013 in Bangladesh highlighted both human rights and environmental

Text at a glance

Chapter opening vignette

These short cases focus on well-known
companies to draw you into thoughtful discussion
about some of the challenges you may face as a
marketer.

Exhibits

Everychaptercontainsavariety ofadvertisements
and images that reflect the chapter theme.

Check yourself

These quick questions, which are included after key
points, allow you to check your understanding and
apply what you have learned.

Case studies

Two new short case studies appear in each chapter
to bring the theory to life, with real examples of
businesses and events that illustrate the concepts
discussed.

Adding value

These boxed features illustrate how companies add
value, not only in providing products and services,
but also in making contributions to society.

XXXi
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Ethlcal and SOCIetaI dllemma Ethical and societal dilemma 1.2

These short features emphasise the role of Free fruit for children: what could go wrong?

marketlng N soaety. Childhood obesity is a serious, global problem. For parents, shopping with hungry kids who demand
sugary snacks may sometimes seem lie an equally vexing challenge. In an effort to help resolve both
concerns, several supermarket chains are offering a new kind of appealing giveaway: specifically, these
grocers have set up stands that display a range of fruit, with signs offering the produce for free to children
under a certain age. The idea is that a banana or apple at the start of the shopping trip can keep kids from
getting hungry and cranky, thus making the shopping experience more pleasant for their parents. The fruit
options are healthier and less troublesome than other options, such as the free biscuits or doughnuts that
some in-store bakeries provide for young shoppers. Because the fruiitis free, it also offers notable benefits
over packaged chocolate bars, fruit snacks or muesli bars that parents might open in the aisles before
they check out. The fruit giveaway experiments have expanded globally, with chains in the United States,
United Kingdom and Australia all taking part. Although many responses have been positive, including

SOCIal medla and mOblle 33{ Social media and mobile marketing 3.1
marketing

Believe me ... I’'m a celebrity

Social media influences our lives across a broad

These boxed features discuss how social media are SRR G RS, e T 5 e e
. . sharing information, socialising and making everyday
used in marketing real products. decisions concerning ssties such as our health, b

wellbeing, happiness and purchasing behaviour. In

2019, with an estimated 15 million active users of ‘ €
Facebook in Australia, and with Instagram coming in

)
at nine million monthly active Australian users,’ the .1, 5
risk of misinformation and what and who to trust has
become a minefield. This is especially the case when
celebrities use their status via social media for
promotion, to create lifestyle sites and give advice on
topics in which they lack expertise. And yet, they
often hope to make an impact as socially and ethically
responsible brands with credentials. Should social
media provide the building blocks for those perceived £t 3 12 Celebrities often use various social
as celebriies to engage and build intimate media platforms to share their lives,
relationships through highly curated social media ¢ guukaa/Shutterstock/DAL

O

Superior service

ﬁ Superior service 7.2

These features highlight the emerging role of the When the sky is the delivery: drones in action
service industry. Feel like a hot coffee? Have three minutes to spare?

Registered in the Early Fiyer program? Then it can be

yours.

In a service economy where the customer
expects everything to be delivered and done quicker
and more efficiently than by competitors, drones are
an emerging and evolving technology that is carving
a path to meet this goal. Defined as an unmanned
aircraft that can be remotely controlled or fly
autonomously through software-controlled flight
plans, drones have been associated with the military,
construction, aerial photography and film companies,
and with public safety surveillance organisations to
name a few.*®

Exhibit 7.16 Drones have already launched in our
skies.
© Dmitry Kalinovsky/Shutterstock/DAL

END-OF-CHAPTER FEATURES

Summing up summing P

. H ° LO 1.1 Define the role of marketing in organisations.
The main points are summarised at the end of Mearketing f the actit st of intittions and praceeaes for creating, capturing, communicating, dlivering and excha
Q a Q q offerings that have value for customers, clients, partners and society at large. Marketing strives to create value in many waj
each chapter, organised by learning objective to marketers are o succeed, theircustomers must believe that the fir's goods and services are valuable; that i, they are
. . more to the customers than they cost. Another important and closely related marketing role is to capture value of a proj
assist your learni ng. based on potential buyers’ beliefs about its value. Marketers also enhance the value of goods and services through va

forms of communication, such as advertising and personal selling. Through communications, marketers educate and in|
customers about the benefits of their goods and services and thereby increase their perceived value. Marketers facilitat
delivery of value by making sure the right goods and services are available when, where and in the quantities their custol
want. Better marketers are not concerned about just one transaction with their customers. They recognise the value of
customers and strive to develop long-term relationships with them.

Key terms KEY TERMS

A list of page-referenced key terms for the
chapter appears after the summary.

B2B (business-to-business) 11 marketing channel 20
marketing mix (four Ps) 7

marketing plan 5

B2C (business-to-consumer) 11

C2C (consumer-to-consumer) 11
customer relationship management (CRM) 17

relational orientation 17

+ entrepreneurs 21 + services 8

+ exchange 6 + supply chain 20

« goods 8 « value 14

+ ideas 9 + value co-creation 14

marketing 5




MARKETING APPLICATIONS

1. Evaluate CBA's social media strategy using the 4E framework.

2. Using the components of the 4E framework, outline how an entrepreneur marketing T-shirts can augment or enhance
their marketing mix efforts.

3. Suppose a herbal tea company introduced a new product called ‘mint-enhanced tea'—mint and lemon herbal tea. How
should it go about creating excitement using various social and mobile media tools?

4. If you were marketing a new running shoe, what sort of mobile applications might enhance your marketing efforts?

5. Assume you work for a large consumer packaged-goods firm that has discovered that its latest line of snack foods is
moving very slowly off store shelves. Recommend a strategy for listening to what consumers are saying on blogs,
review sites and the firm’s website. Describe how your strategy might provide insights into consumers’ sentiments
about the new product line.

6. Asanew employee of Subway, you have been asked to develop a social media campaign for a new sub. The objective
of the campaign is to increase awareness and trial of the new line of subs. How would you go about putting such a
campaign together?

7. Make sure your Linkedin profile is up to date. Make it reflect the type of career you want. If you want to go further, get
on Twitter and follow key people in the field you are interested in; for example, if it is social media marketing, just search
for this and it wil list key people talking about t.

QUIZ YOURSELF

1. The ‘Got milk?' advertising campaign was designed to help market a(n):
a. individual
b. firm
c. industry
d. organisation.
2. Henry Ford's statement, ‘Customers can have any colour they want so long as it's black, typified the era

of marketing

a. production
b. sales

c. marketing
d. value-based

(Answers to these two questions can be found on page 455.)

NET SAVVY

1. Visit www.apple.com/au. What value does Apple provide for customers? What are the advantages to people of using
Apple to buy music or to rent/buy videos?

2. Gotoww and fb.com. What is Facebook’s mission? How could a marketer use
Facebook? What other social media tools could they use? What are the drawbacks a marketer might face when using
Facebook and other social media tools?

3. Go to www.snapchat.com/ and click on the ‘Ads’ tab. Scroll down until you see the ‘Creative Spotlight' examples. Click
on the video link for one of the highlighted campaigns. Why do you think the use of Snapchat worked for this company
over and above other social media options?

CHAPTER CASE STUDY

Greensteel at the Whyalla Steelworks
By Dr Jacqueline Burgess, University of the Sunshine Coast

There was deep concern in the town of Whyalla, South Australia, when Australian mining company Arrium, collapsed in April
2016 owing $2.8 billion in unpaid debts. Arrium owned the Whyalla Steelworks, which was the largest single employer in
the town of 22000 people. The purchase in 2017 of the Whyalla Steelworks by the Liberty Group, headed by UK billionaire
Sanjeev Gupta, meant thousands of jobs, and by extension the town itself, were saved. Gupta was welcomed to Whyalla by
a parade and it was halfjokingly suggested that the town should be renamed Guptaville.

Within months of the acquisition, Gupta announced a $1 billion upgrade of the steelworks, which would involve doubling
its production, ising equipment and i n to cut power costs. The focus would be on powering
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Marketing applications

Each chapter concludes with several Marketing
applications in which you are asked to consider
what you have learned in the chapter and answer
essay-style questions.

Quiz yourself

These questions give you a chance to test your
knowledge by answering chapter-specific
questions and checking your answers against
those provided at the back of the textbook.

Net savvy

These activities are provided to encourage you
to go online to research and/or write about a
particular company or practice.

Chapter case studies

The end-of-chapter case studies illustrate real-
world applications of various marketing
concepts. They are designed to help you develop
your analytical, critical thinking and technology
skills.

Endnotes

References and other notes are listed at the end
of each chapter.
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Overview of marketing

At the beginning of each chapter, a visual and stimulating summary concept map that links the key theoretical points
of each topic is included. It starts with the concept map below, which examines the key theories and direct and indirect
relationships that will be examined in our study of marketing. Marketing is an important business function that achieves
value creation by connecting marketplaces and businesses for the purpose of solving problems. The more clearly that
solutions resolve customer problems, the greater the value that is created.

The marketing function achieves value creation by using a unique toolkit that unlocks complex marketplace
understandings that can be used to develop new products or brands, or to improve existing ones, and to make them
available at the right places and at the right prices, to cater to changing societal needs and wants. Marketing is a
dynamic discipline that evolves continually as it leverages direct and indirect relationships with multiple stakeholders
in the process of value creation, value delivery and value capture.

UNDERSTANDING
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Assessing the
marketplace

CHAPTER 1

Overview of marketing

CHAPTER 2

Digital marketing

CHAPTER 3
Marketing ethics, sustainability and CSR

CHAPTER 4

Analysing the marketing environment

Part 1, Assessing the marketplace, contains four chapters. An introduction to marketing is
presented in Chapter 1. A central theme of that chapter is how firms can effectively create,
capture, deliver and communicate value to their customers. Chapter 2 is devoted to

understanding how one can develop digital marketing strategies. Chapter 3 focuses on
marketing ethics where an ethical decision framework is developed and presented. Finally,
Chapter 4 focuses on how marketers can make sense of the marketing environment to
systematically uncover and evaluate opportunities.




Overview of
marketing

LEARNING OBJECTIVES

LO 1.1 Define the role of marketing in organisations.
LO 1.2 Explain the concept of value in marketing.

LO 1.3 Understand why marketing is important, both
within and outside the firm.
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Senior Content Marketer

EMPLOYER
Murdoch University

What did you learn from your degree and how has it prepared you for a career in marketing?
The first place | ever heard the term ‘content marketing’ was in a lecture, and five years later I've made a career out of it. | think
that says it all!

Another skill | strengthened during my degree was my ability to work effectively in a group. Every single project you
work on as a marketer has different project members/stakeholders/colleagues involved; university is great preparation for
that collaboration.

What interested you about studying or working in marketing?
In school, | was a good writer and interested in video production. | was also very strategic and tactical; | enjoyed debating,
problem-solving and lateral thinking. These things sparked my interest in marketing.

| decided to study English and Communications in my undergraduate degree, followed by a Master of Marketing. |
intentionally avoided taking Marketing in my undergraduate course as | wasn’t interested in taking other units within Commerce.

What have you been up to since graduation?
While studying the Master of Marketing, | started working for a content marketing agency where | spent three and a half years
writing content marketing strategies for clients of all sizes and industries.

Just over a year ago | made the move to Murdoch University, where | now work as the Senior Content Marketer in their
marketing team.

What does your current job involve?
When | started my current job, my first task was to write a content marketing strategy for the university. Once it was approved,
I moved into project managing its implementation.

This includes overseeing all content production and ensuring it aligns with our defined strategy. It also involves working in
integrated marketing project teams, where | bring a content marketing perspective to our bigger marketing projects.

What do you enjoy most about your job?
Moving out of an agency environment, | thought | might miss the varied, project-style work. What | love about my current job is
the fact that | still have these project-style opportunities, yet | also have the consistency of focus and authority to oversee more
long-term goals.

The crux of my interest in content marketing is that | love effective storytelling. At a university, there are so many stories to tell.

What are your thoughts on the future of the marketing and communication industry? What advice would you give to
students wanting to work in marketing?
I’'m excited for the future of the marketing industry. One of the things | love about it is its rapidly changing and evolving
landscape.

My advice to current students would be to keep an open mind, and to take every opportunity to get involved. If you keep
your finger on the pulse, you’ll be able to ride the waves of change, rather than getting left behind!
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Exhibit 1.1 Marketing allows businesses to tell

PART 1 Assessing the marketplace

In many ways, marketing is already familiar to you. Every time you make a purchase, swap an idea, have
something done for you or do something for someone else, you are engaging in an exchange. If you paid
money to buy a travel pass, then tapped your pass to deduct the correct fare for your travel, and were
transported to your desired location, then you engaged in a system of interconnected marketing activities—
you made choices about how much you would spend on your travel, how much time you could spare for
the journey, which route you would take and which transport options you would use. Alternatively, if you
refuelled your car so that you could drive it, you made decisions about which service station you would
use, which roads you would drive on—free roads or toll roads—and which suburbs you would drive through.
You also made decisions about where to park your car—on the street for free or closer to the venue with
metered parking, in a public or paid car park, or in the private garage of a friend or one that you rented.
Before taking any of those actions, you also decided which brand and type of car you would buy, and in
which colour, as well as which insurance company you would take a policy with. All of your decisions are
connected to the concepts of exchange and value—the foundations of the marketing function.

It seems logical then, that the task of marketers is to create value for people. This has always been
true, but it is much more challenging in modern markets, where consumers have access to a vast array
of options in saturated environments and can easily compare offerings through the ready availability
of product information; they also have the ability to connect with others in online forums to share
their experiences or obtain advice. Marketers are guided by the mantra ‘people
don’t buy products, they buy solutions to problems’, meaning that you don’t buy a
travel pass (you buy the ability to use transport that will move you between
locations); you don’t buy a car (you buy personal flexible transport); you don’t
buy car insurance (you buy security and peace of mind).

To better understand how marketers can create value to support exchange,
we need to understand how marketing works. If we take a scholarly perspective,
we delve into the theories, frameworks and key concepts that comprise the
discipline of marketing. In this book, we showcase the key concepts that will
become your tools as a marketer, helping you to break through the clutter to
reach your market with clearly crafted value that will resonate with their
unique needs. In short, marketing allows businesses to tell their story to people

their story to people who are interested. who are interested. Welcome to Marketing 3e—we look forward to sharing the
© Nora Carol Photography/Getty Images marketing discipline with you.

LO 11

WHAT IS MARKETING?

When people think of marketing, they often think of selling. While selling is certainly one part of the
picture, marketing involves a great deal more. For example, before anyone can even think of selling,
marketers work to understand what is happening in the world around them. They take note of macro
market influences, such as the state of the economy, the political and legal situation, and other factors
that impact society at large and which cannot be controlled by the marketer. They also work to
recognise the immediate environment that encompasses their customers, competitors and the company.
Marketers use this initial analysis as the starting point to understand where their business is located in
the market and what the threats and opportunities might be. They can also identify potential ways to
either extend their leading position or inspire them to create and deliver better value that will then
help them to become more competitive in the marketplace.

By applying marketing research approaches that help them delve into the reasons why people
behave as they do, marketers gain an insight into what people really need and want. They use diverse
methods to analyse this consumer information and identify the population of interest for specific
purposes. They narrow the population down to segments of potential consumers and, finally, to the
target markets that they will invest in because they believe that this group of potential consumers will
benefit most from their offerings. From here, marketers are involved in new product development and
innovation, and in positioning the new and improved solution in ways that will resonate with the
target market. Here, value propositions come to life. Once the product is in the market, it becomes
part of the product portfolio for which a marketing manager is responsible.

Marketing is an exciting and very dynamic discipline that advances with the evolution of society.
It is the only function in business that connects the market and the firm. Marketing is consumer-
centric, meaning that it is always focused on the market-including the customer, the company and its
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employees, as well as society at large. Marketing considers the strength of relationships with these
stakeholders to be important company assets.

Consider some of the most successful brands in the world. While we don’t know what is in their
secret recipe for success, we do know that marketing has played a key role! Look at Apple, for instance.
Most people own or have used at least one Apple hardware product. If you ask them why, they will
probably cite functionality and value. But the other brands offer almost the same technology and often
at lower prices. The fact is that there are many smartphones, tablets and music players on the market
and Apple does not hold the market leadership position for volume of sales, but loyal users have spent
their dollars buying Apple iOS products—iPod, iPhone, iPad—and further dollars on software and
subscriptions at the App Store. Apple has successfully leveraged its brand strength in hardware to
create new businesses and sources of revenue in services that keep it positioned as a leading global
brand worth over US$200 billion' and a company that is worth about US$1 trillion.

Marketing can be defined as ‘the activity, set of institutions and processes for creating,
communicating, delivering and exchanging offerings that have value for customers, clients, partners
and society at large’.? Marketing is closely connected to other organisational functions, such as
accounting and finance. Its role of creating market-based assets, including customer and supplier
relationships, enables the creation and leveraging of marketing assets such as brands which are
represented on company balance sheets.? Brands also have a multifaceted impact on broader business,
including consumer sentiment, shareholder activity, customer loyalty and determination of
organisational value.

Effective marketing is not a random activity; it requires thoughtful planning with an emphasis on
the ethical implications of those decisions on society in general. Firms assess their market position and
decide on their marketing strategy. They then develop a marketing plan (refer to online Appendix)
that specifies the marketing activities for a specific period of time. The marketing plan is also broken
down into various components—how the product will be conceived or designed, how much it should
cost, where and how it will be promoted and how it will get to the consumer. In any exchange, all
parties in the transaction should be satisfied. For example, you should be satisfied or even delighted with
your iTunes downloads and Apple should be satisfied with the amount of money it received from you.

The core aspects of marketing are summarised in Figure 1.1.

Helps create
value

Occurs in
many settings

Can be
performed by

Is about satisfying
customer needs
and wants

both individuals Marketing

and organisations

Entails
an exchange

Figure 1.1 Core aspects of marketing

marketing

An organisational function
and a set of processes for
creating, capturing,
communicating and
delivering value to
customers and for
managing customer
relationships in ways that
benefit the organisation
and its stakeholders.

marketing plan

A written document
composed of an analysis
of the current marketing
situation, opportunities
and threats for the firm,
marketing objectives and
strategy specified in terms
of the four Ps, action
programs, and projected
or pro forma income (and
other financial) statements.
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exchange

The trade of things of
value between the buyer
and the seller so that each
is better off as a result.

Marketing is about satisfying customer
needs and wants

Understanding the marketplace, and especially consumer needs and wants, is fundamental to marketing
success. In the broadest terms, the marketplace refers to the world of trade. More narrowly, however,
the marketplace can be segmented or divided into groups of people who are pertinent to an organisation
for particular reasons. Marketers engage in segmentation and targeting to shift the attention away from
commodities to distinguishable products that can deliver clearer benefits to consumers. For example,
if there are two jars of honey and one jar does not have a label, people might not understand or trust
what is inside the unlabelled jar, or even where the product is from and who has manufactured it. In
contrast, if a label is present on the same jar, then it will be used by marketers to convey all of the
relevant information, including product details such as nutritional information, source and manufacturer
details and perhaps even price. Demystifying the offering enables consumers to understand its value.

Exhibit 1.2 A label on a jar can make all the difference to marketers and consumers.
© Grigor Unkovski/Shutterstock/DAL

Another example is the marketplace for soft drinks, which includes vast numbers of people across
the globe. As Pepsi and Coke battle each other for domination, they divide the global population into
a host of categories: men versus women, calorie-conscious or not, people who prefer carbonated versus
non-carbonated drinks and multiple categories of flavour preferences, among others.* If you manufacture
a beverage with zero calories, you will want to know the marketplace segments for which your
product is most relevant, then make sure you build a marketing strategy that targets those groups.
Certain diet- and health-conscious customers may prefer Diet Coke®™ or Diet Pepsi®; others may opt for
bottled water products such as Fiji Water®, Mount Franklin® or even niche brands that support
charitable works, humanitarian projects or which simply represent small businesses. Others still might
prefer to buy their own drink bottles and refill them at water fountains. Consumers are diverse and
marketers are tasked with identifying which consumers are alike enough to desire the same solution
and who can therefore be grouped into target markets.

From a marketing perspective, it is neither practical nor realistic to target everybody. Effective
marketing activities take time, money and resources, and good marketers therefore carefully seek out
potential customers who have both an interest in the product and an ability to buy it. For example,
most people need some form of transportation and many people probably would like to own a prestige
vehicle, but not everyone can afford to pay what such a vehicle costs. Car companies instead
manufacture vehicles that emphasise different types of value, at varying price points that are reasonable
for viable target markets—or for those consumers who want and can afford such a product® This
approach is consistent across all industries.

Marketing entails an exchange

Marketing is about an exchange—the trade of things of value between the buyer and the seller so
that each is better off as a result. As depicted in Figure 1.2, sellers provide goods or services, then
communicate and facilitate the delivery of their offering to consumers. Buyers complete the
exchange by giving money and information to the seller. Suppose you learn about a new Taylor
Swift album by hearing one of her songs on the radio. The same day, a friend tweets on her Twitter
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Customers/
consumers

services
producers
(sellers)

Money and
information

(buyers)

Figure 1.2 Exchange: the underpinning of seller—buyer relationships

account that she loves the new album and you visit the
Taylor Swift Facebook fan page, which is full of
recommendations. From there, you click into the iTunes
store, where you can purchase the song you heard,
multiple songs or the entire new album. You begin with
the song you heard, which you continue to love after
hearing it several times. Therefore, you go back to iTunes
and take advantage of its offer to complete the album by
downloading the rest of the songs to your iTunes library.
Your billing information is already in the company’s
system, so you do not have to enter your credit card
number or other information. Furthermore, iTunes
creates a record of your purchase, which it uses, together
with your other purchase trends, to create personalised
recommendations of other albums or songs that you
might like. Thus, Apple uses the valuable information
you provide to facilitate future exchanges and solidify its
relationship with you.

Exhibit 1.3 Purchasing a Taylor Swift song from the iTunes store entails an
exchange. The customer gets the song and Apple gets money and information.

© Dimitrios Kambouris/Getty Images

Marketing requires product, price, place

and promotion decisions

Marketing traditionally has been divided into a set of four interrelated decisions and consequent

marketing mix (four Ps)
Product, price, place and

actions known as the marketing mix, or four Ps: product, price, place and promotion (as defined  promotion—the
in Figure 1.3).° The four Ps are the controllable set of decisions/activities that the firm uses to  controllable setof

respond to the wants of its target markets. But what does each of these activities in the marketing

mix entail?

activities that a firm uses
to respond to the wants of
its target markets.
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goods

Items that can be
physically touched, as
opposed to services.

services

Any intangible offering
that involves a deed,
performance or effort that
cannot be physically
possessed; intangible
customer benefits that are
produced by people or
machines and cannot

be separated from

the producer.

Communicating
value

Creating
value

Delivering

Capturing
value

Figure 1.3 The marketing mix

Product: creating value

Although marketing is a multifaceted function that is pervasive throughout the organisation, its
fundamental purpose is to create value to elicit exchange between two or more parties. Marketers
achieve this by developing a variety of offerings, including goods, services and ideas, to satisfy customer
needs.” Take, for example, a frozen dessert. Not too long ago, consumers perceived milk-based ice-
cream as their primary option. But as the market evolves, numerous other options are available, such
as frozen yoghurt, sorbets and even liquid-nitrogen frozen concoctions.® It seems that with the range
of desserts available, there is something for everyone. In terms of a product, from a marketing
perspective, the dessert is a good, the service involves how it is served to you or your experience
within the store, and there might even be an idea driving your experience—for example, that frozen
yoghurt desserts can also be healthy for you.

A consumer’s judgement of value is influenced by many factors. At the minimum, we know that
value can be conveyed through four types of benefits: functional, hedonic, social and cognitive.’
Consumers consider the value of these benefits in different ways, depending on the type of exchange
and other situational factors.

Goods are items that you can physically touch. Nike shoes, Pepsi-Cola®, Tooheys, Bega cheese,
Cold Power®, iPads®™ and countless other products are examples of goods. The producers of these items
tend to add extra value to their goods to increase their presence in the market. For instance, Nike
primarily makes shoes but also adds value to its products by offering custom designs under its Nike
ID brand, which increase their fashionable appeal, and by enlisting popular celebrities such as Sam
Kerr, Australian soccer player and Matildas captain, to add their names to the designs and add
performance credibility.

Unlike goods, services are intangible customer benefits that are produced by people or machines
and cannot be separated from the producer. When people buy tickets—whether for airline travel, a
sporting event or the theatre—they are paying not for the physical ticket stub but for the experience
they gain. Hotels, insurance agencies and spas similarly provide services. Withdrawing money from
your bank, whether through an ATM or from a teller, is another example of using a service. In this case,
cash machines usually add value to the banking experience because they are conveniently located, fast
and easy to use. Many offerings in the market combine goods and services.'® When you go to an
optometrist, you get your eyes examined (a service) and purchase new contact lenses (a good). If you
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enjoy visiting the Sydney Opera House, you can attend a concert that can be
provided only at that particular time and place (a service) and which gives you
the chance to purchase concert memorabilia such as a program and, often,
related books, T-shirts or CDs (tangible goods) that are often signed by the
performing artists—a small detail that puts the finishing touch on and even
extends a satisfying service experience.
Although much of their appeal relies on another P—that of place—ski slopes
worldwide have also been striving to provide their customers with a better
product, which in this case means more amenities and great customer service,
as Superior service 1.1 relates.
Ideas include concepts, opinions and philosophies, and intellectual
concepts such as these also can be marketed. Groups promoting bicycle safety
go to schools, give talks and sponsor bike helmet poster contests for the
members of their primary market: children. Then their secondary target market—
parents and siblings—gets involved through their interactions with the young
contest participants. The exchange of value occurs when the children listen to
the sponsors’ presentation and wear their helmets while bicycling. This means
that the children have adopted and become ‘users’ of the safety idea that the Exhibit 1.4 Sam Kerr adds value to the Nike brand.
© Matt King/Getty Images

Superior service 1.1

Skiing industry offers service

enhancements ideas

Intellectual concepts—
Black-diamond ski runs are not for everyone. thoughts, opinions and
Actually, skiing is not for everyone, but the friendly philosophies.

folk at Australian ski resorts would like to make it

accessible to as many people as possible. That

means that whatever your skiing ability level, you

can rest assured that at places such as Thredbo

Alpine Village there will be something for you.

From serious runs to racing and special events or

private lessons, they have you covered. They will

even accommodate individuals or groups. The Exhibit 1.5 Ski resorts are constantly increasing the
flexibility of such operators allows them to tap into ~ amenities offered to their patrons.

markets that have traditionally avoided ski fields, © M@ Bolstad/Alamy Stock Photo/DAL

For example, for families with young children, skiing was not previously an attractive family holiday
option because of the challenges of accommodating young children. Young children often do not
possess skiing proficiency equal to their parents and also need 24-hour care—meaning that adults are
unable to indulge in skiing on the tougher slopes. At Thredbo, though, specialised programs are offered,
through ‘Thredboland’, for children aged three to six years—programs that are specially designed to
stimulate children’s imagination and curiosity. Emphasising safety and putting parents’ minds at ease,
there is a ‘kids only’ area as well as special activities and events during the day. This means that parents
can enjoy the slopes and the resort, knowing that their children are being well looked after.

The targeting of multiple markets and a commitment to meeting the needs of each market enables ski
resort operators to appeal to a wider audience and gain a competitive edge. That is, by being flexible
operators, they are able to create offerings that appeal to skiers, non-skiers, occasional skiers and new
skiers, such as children. These offerings are spreading across the ski industry as operators learn that
reducing wait times and adding more challenging slopes are not the only ways to create appeal to varied
audiences. Instead, they are focusing on newer and more exciting rounds of value-added service
enhancements. This trend is focused on life off the slopes, with the emphasis on downtime. By extending
a resort’s appeal to new segments of the market, these new services ensure that everyone in the family
can find something they want to do—even those who tire after just one or two runs down the bunny slopes.



