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1.0	WHAT IS MARKETING?
Marketing is the way a product is designed, tested, produced, branded, packaged, priced, distributed, and promoted. The American Marketing Association (AMA) defines it as “an organizational function and a set of processes for creating, communicating, and delivering value to customers and for managing customer relationships in ways that benefit the organization and its stake holders.”

1.1	Key Concepts in Marketing
The practice of marketing is still evolving. Some concepts are critical, however, to our understanding of how it is today:  the marketing concept and the concepts of exchange, branding, and added value. All of these have important implications for advertising and for advertising’s role in marketing. A discussion of each follows.

1.2	The Marketing Concept:  Focus on Customers
The marketing concept is an approach that suggests marketing should focus first on identifying the needs and wants of the customer, rather than on finding ways to sell products that may or may not meet customers’ needs. 

The marketing concept suggests two marketing steps. First, determine what the customer needs and wants. Second, develop, manufacture, market, and service goods that fill those particular needs and wants—that is, create solutions for customers’ problems. Both these steps are addressed in advertising planning through consumer research and the methods used by planners to develop insight into consumer decision making.

In advertising, the difference lies in the focus of the ad—is it on the consumer or on the company?

1.3	The Concept of Exchange
Marketing helps to create exchange—the act of trading a desired product or service to receive something of value in return.

When we use the word product we are referring to this larger world of things that are sold in exchange for something from the customer.

Marketing facilitates economic exchange as well as communication exchange.

1.4	The Concept of Branding
Branding is the process of creating a special meaning for a product, one that makes it distinctive in the marketplace and in its product category. Brand image is the result of communication as well as your own personal experiences with the product. 

Branding transforms into a brand, which is a distinctive identity for a product. Brands send messages and create familiarity.

When a brand name or brand mark is legally protected through registration with the Patent and Trademark Office of the Department of Commerce, it becomes a trademark. Brand equity is the reputation, meaning, and value that the brand name or symbol has acquired over time.

1.5	The Concept of Added Value
Marketing and advertising are useful to consumers and marketers because they add value to a product. Advertising can showcase a product’s value and add value by making the product appear more desirable or more of a status symbol. It can also provide news and useful information.


2.0	THE KEY PLAYERS AND MARKETS
The marketing industry is a complex network of professionals, all of whom are involved in creating, producing, delivering, and selling something to customers. Following is a discussion of four important categories of key players.

2.1	Marketer
The marketer, also referred to as the advertiser or the client, is any company or organization behind the product—i.e., the organization, company, or manufacturer producing the product and offering it for sale.

In most companies of any size, the marketing function is handled by a marketing department and represented in the corporate hierarchy by a vice-president or director of marketing. 

Some companies may have a product or brand management organization structure with managers who handle the marketing responsibility. A product or brand manager is the person responsible for all the strategic decisions relating to the brand’s product design and manufacture as well as the brand’s pricing, distribution, and marketing communication.

2.2	Suppliers and Vendors
The materials and ingredients used in producing the product are obtained from other companies who are referred to as suppliers and vendors. Their work determines the quality of the final product and the ingredients they provide, as well as the cost of their materials. The phrase supply chain is used to refer to this complex network of suppliers whose product components and ingredients are then sold to the manufacturer.

In marketing theory, every contribution from the supply chain adds value to the product. Suppliers and vendors are partners in the creation of a product as well as the communication process. Marketing communication that relates to the brand is called ingredient branding, which means acknowledging a supplier’s brand as an important product feature. 

2.3	Distributors and Retailers
The distribution chain or distribution channel refers to the various companies that are involved in moving a product from its manufacturer into the hands of its buyers. These resellers, or intermediaries, may actually take ownership of the product and participate in the marketing, including the advertising. 

Wholesalers and retailers can influence, support, and deliver advertising messages. 

2.4	Types of Markets
Market can mean a place as well as a particular type of buyer—e.g., the youth market or the motorcycle market. The phrase share of market (or market share), refers to the percentage of the total market in a product category that buys a particular brand.

When marketing strategists speak of markets, they generally refer to groups of people or organizations. Following is a discussion of the four types of markets.

· Consumer Markets: Consumer markets  consist of people who buy products and services for personal or household use. As a student, you are considered a member of the consumer market for companies that sell jeans, athletic shoes, sweatshirts, pizza, music, textbooks, backpacks, computers, education, checking accounts, bicycles, travel, and vacations, along with a multitude of other products that you buy at drug and grocery stores, which the marketing industry refers to as package goods. 

· Business-to-Business (Industrial) Markets: Business-to-business markets consist of companies that buy products or services to use in their own businesses or in making other products. Ads in this category usually are heavier on factual content than on emotional appeals.

· Institutional Markets: Institutional markets include a wide variety of profit and nonprofit organizations—such as hospitals, government agencies, and schools—that provide goods and services for the benefit of society. Ads for this category are very similar to business-to-business ads in that they are heavy on copy and light on visuals and emotional appeals.

· Channel Markets: The channel market is made up of members of the distribution chain, which is what we call resellers, or intermediaries. Resellers are wholesalers, retailers, and distributors who buy finished or semifinished products and resell them for a profit. Microsoft and its retailers are part of the reseller market. Prestone is a wholesaler that distributes its de-icing fluid and other products to retailers. Companies that sell such products and services as trucks, cartons, and transportation services (airlines, cruise ships, and rental car agencies) consider resellers their market. Channel marketing is more important now that manufacturers consider their distributors to be important partners in their marketing programs. Giant retailers, particularly Wal-Mart, are becoming more powerful and can even dictate to manufacturers what products their customers want to buy and how much they are willing to pay for them.

Businesses spend most of their advertising dollars on consumer markets, although business-to-business advertising is becoming almost as important.


3.0	THE MARKETING PROCESS
Following is a description of steps in the marketing process.

· Step 1:	Research the consumer market and the competitive marketplace and develop a situation analysis.
· Step 2:	Set objectives for the marketing effort.
· Step 3:	Assess consumer needs and wants relative to the product; segment the market into groups that are likely to respond; and target specific markets.
· Step 4:	Differentiate and position the product relative to the competition.
· Step 5:	Develop the marketing mix strategy: select product design and performance criteria, pricing, distribution, and marketing communication.
· Step 6:	Evaluate the effectiveness of the strategy.

3.1	Marketing Research
The marketing process begins with research into markets, consumers, and the competitive situation. The objective for planners is to know as much as they can about the marketplace so they can make informed and insightful strategic decisions. Part of marketing research is focused on gathering information from already existing and published secondary research and from primary research, which is original research undertaken to answer specific questions.

The second part of research is situation analysis, which identifies the brand’s strengths and weaknesses, as well as corporate and market opportunities and threats. 

3.2	Key Strategic Decisions
Marketers make three key strategic decisions:

· Objectives: Marketers set objectives for their marketing efforts. Examples include increasing sales levels or share of the market.

· Segmenting and Targeting: Marketers must identify groups within the market whose needs and wants intersect with the product and its features—this is called segmentation.

· Differentiation and Positioning: Planners assess the competition and decide where their product’s point of differentiation lies and then make decisions about how to present or position the product within this competitive environment relative to consumer needs. Positioning refers to how consumers view and compare competitive brands or types of products.

3.3	Marketing-Mix Strategies

Marketers use the four main elements of the marketing mix to achieve their objectives. All four elements are equal in importance. They include: product, place, price, and promotion. Promotion was discussed in chapter one.

3.3.1	Product: Includes product design and development, product operation and performance, branding, and the physical dimensions of packaging. The product is both the object of the advertising and the reason for marketing. It includes benefits and attributes. Products are “bundles of satisfaction.” A product exists within a product category, which is a class of similar products.

3.3.2	Place (Distribution): Includes the channels used in moving the product from the manufacturer to the buyer. Direct-marketing companies distribute their products directly to a consumer without the use of a reseller. Indirect marketing occurs when the product is distributed through a channel structure that includes one or more resellers.  

Manufacturers often expect retailers in indirect channels to participate in advertising programs. Through cooperative (or co-op) advertising allowances, the producers share with the reseller the cost of placing the advertisement.

A number of strategic distribution decisions develop from the overall marketing strategy and in turn affect advertising strategy. Marketing coverage strategy means the geographic distribution of the product, which is particularly important for the media strategy. A pull strategy directs marketing efforts at the consumer and attempts to pull the product through the channel by intensifying consumer demand. Consumer advertising as well as coupons, rebates, free samples, and sweepstakes are used. In a push strategy, marketing efforts are directed at resellers. Advertising may be targeted first at resellers. Most marketers use a combination of push and pull.


3.3.3	Price: Includes the price at which the product or service is offered for sale and the level of profitability the price establishes. Price is based not only on the cost of making and marketing the product but also on the seller’s expected profit level. Psychological factors also can affect the price as well as the amount the market will bear, the competition, the economic well-being of the consumer, the relative value of the product, and the consumer’s ability to gauge the value.

Price copy means advertising copy devoted primarily to telling the consumer about the price. 

Customary or expected pricing uses a single, well-known price for a long period of time. Psychological pricing strategies use advertising to manipulate the customer’s judgment of value.

3.4	Marketing Communication and Personal Sales
A discussion of marketing communication was conducted in chapter one, but this chapter mentions personal sales. Personal sales uses face-to-face contact between the marketer and a prospective customer. This technique often creates immediate sales and is used in consumer as well as business-to-business marketing.

3.5	Marketing Strategy Evaluation
A marketing plan outlines the steps in the marketing process. Once the plan has been completed, marketers evaluate the plan based on how well it met its stated objectives. 


4.0	HOW AGENCIES WORK
A marketer may have a contractual relationship with one agency, called the agency-of-record (AoR), or many. This relationship and associated contract takes a lot of nurturing in order to work effectively. The primary benefit of hiring an ad agency is that it can implement the creative vision of the client and help it to reach its advertising goals.

4.1	Types of Agencies

4.1.1	Full-Service Agencies
A full-service agency includes four major staff functions—account management, creative services, media planning and buying, and account planning (research). A full-service advertising agency will also have its own accounting department, a traffic department to handle internal tracking on completion of projects, a department for broadcast and print production, and a human resources department.

4.1.2	Specialized Agencies
Some agencies specialize in certain functions, audiences, industries, or markets.

Creative boutiques are ad agencies, usually small, that concentrate entirely on preparing the creative execution of client marketing communications.

Media-Buying Services specialize in the purchase of media for clients. They are in high demand because media has become more complex as the number of choices grow, the cost of maintaining a competent media department has escalated, and media-buying services often buy media at a low cost because they can group several clients’ purchases together to develop substantial buying power.

4.2	How Agency Work is Organized
A discussion of five functional areas follows:

4.2.1	Account Management
The account management department acts as a liaison between the client and the agency. It ensures the agency will focus its resources on the client’s needs and develops a point of view regarding the research and strategy. The account manager is responsible for interpreting the client’s marketing strategy for the rest of the agency and supervises the day-to-day development of the campaign or ad. 

Account management typically has three levels: management supervisor, who provides leadership on strategic issues and looks for new business opportunities; account supervisor, who is the key executive working on a client’s business and the primary liaison between the client and the agency; and the account executive, who is responsible for day-to-day activities and operates like a project manager. Sometimes a fourth level may exist—the account director, who is above the account supervisor.

4.2.2	Creative Development and Production
The creative members of the agency are the creative directors, creative department managers, copywriters, art directors, and producers. The creative groups include people who write (copywriters), people who design ideas for print ads or television commercials (art directors), and people who convert these ideas into television or radio commercials (producers). 

4.2.3	Media Planning and Buying
Media planners plan media, buy media, and conduct research. This is such a complex task, the media group may occupy one-half of the office space. 

4.2.4	Account Planning and Research
An account planner is a type of planner who gathers all available intelligence on the market and consumers and acts as the voice of the consumer, making recommendations based on the consumer’s wants, needs, and relationship to the client’s brand.

4.2.5	Internal Agency Services
The traffic department is responsible for internal control and tracking of projects to meet deadlines. The personnel keep track of everything happening within the agency.

The print production department takes a layout, a visual, and the pages of copy and turns them into the completed advertising piece. 

4.3	How Agencies Make Money
Agencies derive their revenues and profits from three main sources: commissions, fees, and retainers. A commission is the amount an ad agency charges the client as a percentage of the media cost. When a client and agency agree on an hourly fee or rate this is called the fee system. When an agency is put on a monthly or yearly retainer, the amount billed per month is based on the projected amount of work and the hourly rate charged. This system is most commonly used by public relations agencies.

The most recent trends in agency compensation are for advertisers to pay agencies on the basis of performance.


5.0	INTERNATIONAL MARKETING
In most countries markets are composed of local, regional, and international brands. A local brand is one marketed in a single country. A regional brand is one marketed throughout a region. An international brand is available virtually everywhere in the world. Advertising that promotes the same product in several countries is known as international advertising. 

Large and small companies are marketing internationally. Many reasons for this trend exist, including saturation of home markets, large market potential, mergers and acquisitions, and attempts to preempt competitors. 

5.1	Organizing for International Marketing
Once the exporter becomes nationalized in several countries in a regional bloc, the company often establishes a regional management center and transfers day-to-day management responsibilities from the home country to that office.

5.2	International Marketing Management
The shift from national to international management requires new tools for advertisers, including language, control mechanisms, and strategic plans. A decision must be made whether or not to standardize a message across all markets or to localize it to accommodate local differences. A standardized approach may favor an international advertising agency while a localized approach favors use of advertising agencies in many countries.


6.0	THE DYNAMICS OF MODERN MARKETING
There are several changes in the way marketing is conducted that are making marketing more accountable, efficient, and effective. Following are three approaches.

· Integrated marketing is focused on better coordinated marketing efforts. It means that all area of the marketing mix work closely together. The basic premise is that all 4 Ps communicate something about the brand.

· Relationship marketing means marketing that considers all the firm’s stakeholders, whether employees, distributors, channel members, customers, agencies, investors, government agencies, the media, or community members. Customer relationship management (CRM) is a recent trend that uses databases to drive communication with customers and keep track of their interactions with a company.

· Permission marketing is the practice of inviting prospective customers to sign up or self-select themselves into a brand’s target market in order to receive marketing communication. This practice has become more feasible with the development of interactive communication technologies such as the Internet.
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