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Part One: Selling and the Marketing Concept

Marketing is the distinguishing, the unique function of the business. A business is set apart from A other human organizations by the fact that it markets a product or a service. Peter Drucker, The Practice of Management

Chapter 2:The Marketing Concept and Positioning

Radio, television, and cable are integral parts of America's marketing-oriented economy and of the marketing process. They are important media through which consumers receive advertising messages about products. This chapter will examine the marketing concept, how it came about, how to apply it to selling, and where broadcasting and cable fit in.

What Is Marketing?

In his influential book, The Practice of Management, Peter Drucker, "the Father of Modern Management," presented and answered a series of simple, straightforward questions. He asked, What is a business?" The most common answer, "An organization to make a profit," is not only false, it is also irrelevant to him. If we want to know what a business is, we have to start with its purpose. "There is only one valid definition of business purpose: to create a customer," Drucker said. The purpose of a business is the same as its mission, the definition of which we used in Chapter 1.

Drucker pointed out that markets for products are created by businesses: "There may have been no want at all until business action created it--by advertising, by salesmanship, or by inventing something new. In every case it is a business action that creates a customer." Furthermore, he said, "What a business thinks it produces is not of first importance --especially not to the future of the business and to its success. "What the customer thinks he is buying, what he considers 'value,' is decisive--it determines what a business is, what it produces and whether it will prosper."'

Finally, Drucker said, "Because it is its purpose to create a customer, any business enterprise has two --and only these two --basic functions: marketing and innovation."

Notice that he did not mention production, manufacturing, or distribution, but only customers. That is what marketing is --a customer-focused business approach.

The production-oriented business produces goods and then goes out and tries to sell them; the customer-oriented business produces goods that it knows will sell, not that might sell.

Another leading theorist, Harvard Business School Professor Theodore Levitt, wrote an article for the Harvard Business Review in 1960 titled "Marketing Myopia" that is perhaps the most influential single article on marketing ever published. In it he claims that the railroads went out of business "not because the need [for passenger and freight transportation] was filled by others ... but because it was not filled by the railroads themselves. They let others take customers a way from them because they assumed themselves to be in the railroad business rather than in the transportation business."' In other words, they failed because they did not know how to create a customer; they were not marketing-oriented.

Levitt cited the problems Detroit's car manufacturers were having then, in 1960, and would have in the future, because they were so production oriented. When American automobile makers researched the needs of their customers, they merely found out customers' preferences among existing products. Japanese automobile makers did the right research and gave people what they really wanted.

As a result of the customer-oriented approach espoused by Drucker, Levitt, and other leading theorists, many companies asked themselves the question, "What business are we in?" and subsequently changed their direction. They began to have a heightened sensitivity to customers and began to change the old attitude of "Let's produce this product because we've discovered how to make it."

Some Brief Economic History

From the beginning of the eighteenth century to the latter part of the nineteenth century, America had little or no mass-production capability. People devoted their time to producing agricultural goods, building manufacturing capacity, and developing commerce. They concentrated on inventing and manufacturing products. It was the era of production.

By the beginning of this century, the population had spread out from the East Coast, manufacturing had become efficient, and surpluses had developed. The basic problem shifted from one of production to one of distribution -getting the plentiful goods to people. Thus, in response to the new challenge, businesses developed new distribution systems--mail-order houses (the beginning of Sears, Roebuck and Company), chain stores, wholesalers and distributors, and department stores. It was the era o f distribution.

When the 1920s came roaring in, the problem changed from one of supply to one of demand. Mass production and mass distribution were in place and an abundance of goods was made and distributed. The problem now was to convince consumers to buy what w as available. Enter the era of selling, as businesses attempted to create a demand for the products they had produced and distributed with more intensive selling techniques and advertising. Deceptive and extravagant promises were made about products, and high-pressure selling tactics were common, especially during the Depression in the 1930s as businesses became more desperate to sell their products.

After World War II, businesses had no trouble selling whatever was made. Consumers released their pent-up demand for goods, built up during the years when manufacturing capacity was directed toward supplying the war effort. However, by the 1950s, consumers were beginning to be particular and to demand more choices; they wanted what they wanted, not what manufacturers happened to want to produce. The era of marketing had begun. Those businesses, such as IBM, that recognized the shift in consumer attitudes adopted the marketing concept and survived; those that did not, such as the Pennsylvania Railroad, disappeared.

As has been widely reported, we are now in the era of information. Those businesses that can provide, distribute, organize, access, and create information are the ones that are growing rapidly. Microsoft is an information era company that by cre ating popular software has more market capitalization than General Motors or Ford, older production-oriented companies.

The Marketing Concept

The fundamental concept underlying marketing is that of consumer orientation; however, just because a business is consumer oriented doesn't automatically ensure its competitive survival. Two other ideas must accompany consumer orientation for the marketing concept to be complete: profit and internal organization.

To continue to be sensitive to consumer needs, a business must also stay in business by making a profit. Although Drucker pointed out that profit is not the purpose of a business, profits are still the fuel that keeps the machines of business runni ng; thus, profits are a necessary ingredient in the marketing concept.

To serve consumers, businesses must be organized internally. The efforts of a number of functional areas or departments have to be coordinated so that all of them have the same goal --to create customers by serving the customers' needs.

When the marketing era evolved in the 1950s, many marketing-oriented companies, such as Procter & Gamble, realized they had to change their internal organizational structure to accommodate their change in corporate strategy from production orientation to marketing orientation. They went from an organizational structure based on function (manufacturing, engineering, sales, and distribution) to one arranged by product (Tide, Jif, Crest, and so on).

Thus, a marketing-oriented company will typically organize around its marketing effort and put those functions that relate directly to marketing under the organizational wing of marketing--departments such as sales, product design, consumer research, advertising and promotion, and customer service, for example.

The efforts of marketing-oriented departments are directed toward customer satisfaction. Profit is the reward the business reaps from satisfied customers. These efforts can be summarized as the five basic elements of marketing.

1. Product 

2. Price 

3. Place 

4. Promotion 

5. Service

Each of these elements is discussed in detail.

Product. The product element involves the functions necessary to design a product and its package. Much of the initial impetus for a product originates with information provided by research. Consumer research is one of the most important elements of marketing. Properly conducted research can identify consumer needs and indicate how to design products and their packages to appeal to these needs; it can also take the pulse of consumer reaction to products and of consumers' changing needs so products can be modified. For instance, research might indicate that a brand of toothpaste should add a second colored stripe because consumers want a product not only to fight cavities and make breath < I> smell fresh but also to clean stains.

In broadcasting and cable, research is conducted both before programs (in TV) or records (in radio) go on the air to check their potential popularity and after they are seen or heard to check on their actual popularity. After-the-fact audience research is covered in Chapter 6, "Understanding and Using Ratings." 

You have probably noticed the use of two similar words, customer and consumer. In Chapter 1, a customer was defined as one of the two types of buyers (customer, or a current advertiser, and prospective buyer, or prospect). The marketing definition of customer is similar: A customer is someone who buys a product directly from a distributor or manufacturer. A consumer is someone uses the product. Sometimes a customer is also a consumer, and visa versa. For example, a person who buys and eats a candy bar from the corner store is a customer of the store and a consumer of candy bars. The owner of the store is a customer of the candy bar distributor but not a consumer (unless, as an individual, the store owner is also a candy bar eater). In broadcasting and cable, the customers (about whom salespeople and sales departments are primarily concerned) are advertisers and their advertising agencies. The consumers (about whom programmers are primarily concerned) are the listeners and viewers. The product is programming.

Price. Price is a vital strategic decision in the marketing process because it typically affects the amount of a product sold. If an automobile manufactures a model that costs $25,000 while cars with the same features, design, and performance characteristics from competitors are priced at $15,000, that manufacturer won't sell many cars. The marketing people should be able to show the production people both the need for a competitively priced car and the necessary differentiating features to build into the car on the basis of consumer research.

The price decision affects the sales department most of all, and typically that department is deeply involved in all product pricing decisions. In broadcasting and cable, making pricing decisions is one of the most important functions of sales management.

Place. Place refers to the where of marketing--where a product is sold and how it gets there, or its distribution. The place decision affects the overall marketing strategy. A manufacturer who sells products directly to consumers who order the product from ads in national magazines or on television will have a different pricing policy and advertising content from that of a manufacturer who sells products to wholesalers who, in turn, sell to retail ou tlets. Distribution is normally placed under the wing of marketing people in most marketing-oriented companies.

Radio, television, and cable are so named for their different methods of distribution, and there are virtually no distribution decisions to be made in these industries. Satellite technology has afforded the broadcasting networks their first distributio n decisions since the beginning of broadcasting in the early 1920s and has created a new industry--Direct Broadcast Satellites (DBS). The radio and television networks have switched from a land-based, telephone-line distribution system to a satellite-delivered one.

Promotion. The promotion process includes the advertising, promoting, and selling of a product in a variety of ways, such as using a advertising medium (advertising), making in-store appeals to consumers (promotion) to take action now, direct to the consumer selling (door-to-door, for example) , and selling through distributors or wholesalers. Promotion is the most obvious element in the marketing process and the one most people associate first with marketing, but in practice it is the last element --the one that culminates in getting consumers to take action NOW. 

Service. How a product is serviced has become a vital and integral product attribute. The Toyota Camry became the best-selling car in America in 1997 largely because of Toyota's excellent after-the-sale customer communication and service. The Honda Accord was the second best selling car in 1997, largely because of Honda's excellent service reputation.

Marketing Strategy

The decisions a business makes about product, price, place, promotion, and service are based on its overall marketing strategy. This strategy is a combination of different ways to discover and approach a product's market. One of the important considerations in any overall marketing strategy is the product's brand image.

Types of Strategies. Below we'll look at the three primary competitive strategies, as identified by Michael Porter of t he Harvard Business School in his groundbreaking book, Competitive Strategy. These strategies are (1) Differentiation, (2) Focus (Niche), and (3) Overall cost leadership.

Differentiation. Differentiation is a strategy used by companies that either cannot, or do not wish to, establish cost leadership. They typically have large market segments that have a high degree of competition within the segment, and that have products similar to competitors. Soft drinks and most mass-marketed consumer products employ a strategy of differentiation. Companies that use this strategy try to create an image of a perceived difference in consumers' minds. To execute a differentiation strategy, a company must have a strong, well-coordinated marketing effort and highly skilled, creative advertising and promotion execution. Pepsi-Cola and Coca-Cola try to differentiate their products, as do McDonalds, Wendy's , and Burger King. Television networks typically use a strategy of differentiation.

Focus (Niche). A focus strategy concentrates on a market niche. The concept is to identify a portion of a market that is not being served adequately and to design a product to meet that need. 

An example of a successful focus strategy is PC Magazine, a publication for owners of personal computers. It carries more pages of advertising than any other magazine--it found a market segment when the sale of personal computers exploded in the marketplace. Radio stations use a focus strategy (also sometimes referred to as a market segmentation strategy) when they appeal to certain age groups.

Overall Cost Leadership. The strategy of overall cost leadership requires tight control of costs, expert process or manufacturing skills, and typically a large market share. A business that can achieve overall cost leadership over its competitors while maintaining equal or better quality can consistently sell its products for acceptable profit margins. If a company's cost leadership position is strong enough, it not only can force competitors out of the market, but it also can prevent others from entering the market. For example, Wal-Mart has become the world's largest retailer based on a strategy of cost leadership.

Brand Image. What these primary competitive strategies are designed to do is to sell products and to create a brand image. When selecting a product, most consumers do not normally think about buying generic products that consist merely of a mix of ingredients; they usually think about the benefits they will receive from buying a product with a familiar brand name that has some promise of performance connected to it. Consumers do not think of acetaminophen, aspirin, and caffine when buying an analgesic; they think of buying Excedrin to get rid of a bad headache. Consumers buy the picture of the product that exists in their mind. A product's image is a combined total of all of its impres sions, promises, and perceived benefits formed by a consumer. This image is actually more important in purchase decisions than the actual product itself.

There are two basic kinds of responses to products: rational and emotional. The rational responses are typically impressions concerning the performance of a product in relation to its price. The emotional responses also involve impressions of pr oduct performance, but these impressions are filtered through a complex maze of psychological needs and desires. Most purchase decisions involve both rational and emotional responses intermixed according to the personality of the consumer. For example, a mining engineer might purchase a pickup truck for business use based on his rational impression of a truck's price-performance ratio, but he might select his own car based on his emotional impression of how it matches his need for status.

Brand image is determined by six variables:

1. The product itself and its performance characteristics. Porsche automobiles are high-performance sports cars. 
2. The package (such as labels and colors). A light blue Porsche with a dark blue velvet interior has a different image than a bright red one with black leather seats. 

3. The brand name and its psychological overtones. Polo men's cologne suggests a certain picture of masculinity, whereas Evening in Paris perfume suggests romance and luxury. 
4. The brand price, which also has psychological overtones. Rolex watches are known to cost thousands of dollars; thus, a Rolex owner displays financial status on his or her wrist. 
5. The advertising and promotion, which communicate images and impressions. Bush Beer's ads appeal to working-class people while Samuel Adams's advertising targets young urban professionals (Yuppies). 
6. The method of distribution. Direct mail, better stores everywhere, or only at Tiffany's are three possibilities.

To create an effective, memorable brand image, all of the variables must work together in a coordinated manner; each must be in harmony with the others.

Implications for Salespeople

As part of their function to create a differential competitive advantage for their products and to get close to customers by managing relationships, salespeople become the interface (or the medium) between a company's advertising and marketing strategy and its customers. The media must communicate a product's image to customers. The combination of marketing strategy and communication of a product's image is referred to as positioning. We'll discuss positioning shortly; first, let's consider how the broadcast and cable industries fit into the marketing system.

The Broadcast and Cable Industries

Our economy is enormously complex. It must be looked at not as a static chart or graph but as a living system that is constantly changing--driven by the energy of supply and demand and given direction by consumer purchases. Fluctuation s are caused by changes within industry subsystems, which in turn are influenced by movement within sub-subsystems of individual companies. Every movement is dependent on and connected to other movements within the system and subsystems.

Broadcasting and cable are parts of two overlapping subsystems. One system is the communications system by which entertainment and information are passed on to members of our society. Broadcasting and cable are the most visible and dominant elements in that communications subsystem. The other subsystem is marketing, in which broadcasting and cable play a role as two of the many media that transmit advertising messages--advertising that, for example, is created by one company (an advertising agency) for products made by another company (a manufacturer) and sold by yet another company (a retailer).

What Business Are Broadcasting and Cable In? Your first answer might have been, "the communications business," or "the television business," or the "information business." No. The media, including broadcasting and cable, are in the advertising delivery business. As Lowry Mays, CEO of Clear Channel Communications said in a Fortune magazine interview when asked about radio, he said "We help people sell more Fords." Radio, television, magazines, and newspapers are supported almost entirely by advertising, and if they don't deliver a responsive audience to advertisers, they will go the way of the buggy whip. Cable is not as dependent on advertising as the previously mentioned media because cable gets a majority of its revenue from subscriber fees.

Size of Broadcasting and Cable. These industries they are not especially large in terms of total revenues or numbers of people employed, even though broadcasting and cable are visible elements in the economic system. 

General Motors, one of the largest companies in the country, employs approximately 350,000 people. About the same number of people work in all of the newspapers in the United States. In the entire broadcasting industry, there are slightly more than 11,000 commercial radio and television stations, three major television networks, and more than a dozen radio networks, all of whom employ around 300,000 full-time people.

General Electric, a company with over $90 billion in annual sales, employs more than 300,000 people. Its wholly owned subsidiary, NBC, is more visible but much smaller, with yearly revenues of almost $5 billion and employees numbering about 50,000. There are about 11,000 cable systems in the country employing 170,000 people.

Positioning

What Levitt's article "Marketing Myopia" did for marketing, advertising executive Jack Trout's articles in Industrial Marketing did for positioning strategy. Trout spelled out how RCAs entry into the computer business in the late 1960s was a marketing disaster on the level of Ford Motor's Edsel. One of the rules of positioning states that you cannot make progress by competing directly against a company that has a strong, established position. Competing head-to-head with IBM i n mainframe computers proved disastrous for RCA, as it has for many others who have tried it since. Thus, having a marketing orientation is not enough for a company; it must also have the proper marketing strategy to position its product in the minds of consumers. Trout calls the 1970s the era of positioning.

What Is Positioning? Positioning is creating a unique brand image. Trout wrote: "Creativity alone is no longer enough. In the positioning era, 'strategy' is king. It makes little difference how clever the ads of RCA, GE (selling computers) were. Their strategy of attacking the leaders head-on was wrong."

In positioning, a competitor's image is as important as a company's own, if not more so. Also, a company cannot live with an unchanging position forever. For example, in the 1960s Volkswagen was extremely successful in establishing its ugly-but-efficient position against American cars but had to change when Japanese automakers successfully established an attractive high-quality-and-efficient position for their automobiles. Ford positioned its Explorer as a new life-style car that was elegant to go to formal dinner parties in and tough enough to climb mountains and go fishing in. 

Me-too advertising and products can spell disaster in more ways than one; failure to establish a strong position or image in consumers' minds can hurt a company and actually aid its competitors, as a major study revealed by uncovering the fact the percent of all advertising was mistakenly credited to a competitor. The Trout articles were later updated in a book written with his advertising agency partner, Al Ries, and titled Positioning: The Battle for Your Mind, who also wrote Marketing Warfare (these are the best of the Trout and Ries and Trout books).

Questions for Marketers. Advertising and sales messages must clearly establish a differential competitive advantage in the minds of potential customers. According to Trout, marketers must ask themselves the following questions when positioning a product (salespeople must be able to answer these questions if they are to solve customers' advertising problems) :

1. What position, if any, does our product already occupy? Marketing research to determine a product's or brand's image is the vital first step. 

2. What position do we want to occupy? It must be unique and have a clear, easily definable competitive advantage; if it takes too long to explain, prospects will not stay around or awake long enough to find out how good it is. 

3. What other companies must be outgunned if our company is to establish a desired position? For instance, it is better not to take on Microsoft head-to-head but to back off and select a position that no one else has a firm grip on. Thus, Intuit designed a home financial-management program called Quicken that was easier to use than Microsoft's Excel or Lotus's 12,3, and took a dominant share of this new market it created. 

4. Do we have enough money allocated to communicate a position and hold it in the face of competitive pressure? It takes money to build a share of mind; it takes lots of advertising and promotion dollars and effort to establish a position. It also takes money and effort to hold that position. 

5. Does our creative strategy match our positioning strategy? Does the position say one thing and the advertising or sales effort say another?

Broadcasting and cable companies must ask themselves similar questions about positioning their networks, stations, and systems--are they creating a unique difference? Salespeople must then take a station/system's position and translate it into the specific needs of each advertiser.

Positioning Analysis. Where do broadcasting or cable salespeople begin in positioning their stations/systems? Following is a step-by-step approach that will help in your positioning analysis:

Analyze the Market. Look at the size of the market in terms of numbers and geographic distribution. What is the demographic makeup of the market--that is, what is its racial, age, or educational makeup? Miami has a larger percentage of older people in its population than most markets, and San Diego has a larger percentage of younger people, for example. How does your station/system fit into the market, and what is different and unique about the relationship of your station/system to its market?

Analyze the Media Environment. How many radio and television stations, cable systems and interconnects, newspapers, and so on, are there? What is the strength of each? Washington, D.C., is a strong FM radio market but a low-viewing television market (particularly in the early evening); San Francisco is a strong AM radio market and a weak newspaper market; and Seattle has a large cable interconnect. What advantages does your product have in this environment?

Analyze the Competition. What is the position and image of your competition? Do your competitors have a clearly defined image? Is it different and unique? Analyze them the same way you analyze your own product and look for any edge you might have.

Analyze Your Competitors' Marketing and Sales Strategies. Are they appealing to upscale consumers? Are they trying to be price leaders? Do they try to sell out quickly? Do they sell negatively? Do they advertise and promote aggressively and consistently to keep their audience levels up? Remember, one of your core functions as a salesperson is to create a differential competitive advantage; this means that you must know your competition as thoroughly as possible.

Analyze Your Station/System. Scrutinize all of the elements that make up your product. For example, here is a fist of elements you would examine for a music radio station:

1. Management quality, experience, and philosophy. Does management have a track record of success and a philosophy that stresses dedication to excellence and high business standards? 
2. Ownership quality and financial stability. Good management must have the backing of good owners and sufficient capital resources to sustain an enterprise's growth. 
3. Popularity and familiarity of the music. Look at the quality of music research and its interpretation, the mixture of current records to oldies, and the music playlist burnout (records that are kept on the air too long). Check out current music additions, length of music playlist, record rotation (how often both current and old records are played each day and week), and dayparting (what different kinds of music are played at different times during the day). 
4. Commercials. What is the commercial load? That is, how many commercials are run per hour? Does the number vary? What is a station's policy about the quality of commercials and rotation of commercials? 
5. Personalities. Examine the station's type of personalities. Does the station allow its disc jockeys to talk and express themselves between records or is their involvement minimal? What are their styles and approach? 
6. Advertising, promotion, and contests. Analyze the image a station is trying to portray. Are the contests consistent throughout the year or of the one-shot type? Are the contests oriented to the life-styles of a station's audience (such as rock concert tickets on a rock station)? 
7. News and community service. How many news programs does a station run? How long are the newscasts and how often do they occur? What kind of a news image does a station have in the market? 
8. Signal and technical facilities. Does the station have a competitive signal? Does it reach out as far as that of other stations? 
9. Production. How much attention does the station pay to the quality of its production and recordings? Does the station use jingles, and, if so, what kind and how often?

All of the above elements interact to form a music radio station's product. All products in broadcasting and cable have similar elements that salespeople should identify when they are selling a particular medium--for their medium and for their main competitors. For example, cable salespeople should identify the elements that shape their product as well as the elements that shape competitive radio and television station products. Television salespeople should identify the elements that shape a statio n's program line-up: news, anchorpeople, advertising and promotion strategies, p ricing strategies, community service strategies. A salesperson's task is to understand his or her product's image and that of his or her competitors and then to position the product to create a differential advantage in the minds of prospects and customers.

Summary

Marketing employs a customer-oriented approach. Drucker once said there is only one valid definition of business purpose: to create a customer. The function of a business is marketing and innovation. Marketing is based on finding out what customers' needs are and designing products to meet those needs.

The marketing concept encompasses consumer orientation, profit, and internal organization. Marketing-oriented companies will typically organize their marketing efforts according to the Four Ps of marketing: product, price, place, and promotion and the other element, service. It all begins with a Product that is designed to appeal to what customers want. Price is a critical element because it can determine how much of a product is sold. Place refers to the where of marketing--where a product is sold and how it gets there. Promotion is the way in which messages about a product reach the consumers, and in this context includes advertising. It is within the promotion element that broadcasting and cable fit into the marketing system. Service includes making sure the customer is happy with a purchase, and making it right if he or she isn't.

The three primary marketing strategies are differentiation, focus (niche), and overall cost leadership.

The goal of the three primary marketing strategies is to create a favorable brand image in consumers' minds. A product's image is a combined total of all of its impressions and perceived benefits, both rational and emotional, formed by a consumer.

Marketing strategy determines how a product moves through the economic system and eventually creates a brand image in consumers' minds. Radio, television, and cable are integral parts of the country's marketing-oriented economy; they are media through which consumers receive advertising messages.

Broadcasting and cable are in the advertising delivery business--they are the medium (in the middle) between advertisers and the audience.

Positioning is the result of a product's marketing strategy; it is the image a potential customer has of a product. Good positioning clearly establishes in customers' minds a differential competitive advantage for a product.

Broadcasting and cable salespeople can begin to position their stations/systems by analyzing: (1) the market, (2) the media environment, (3) the competition, (4) competitors' marketing and sales strategy, and (5) their stations/systems.

A salesperson's task is to understand his or her station/system's image and that of its competitors and then to position his or her product to create a differential competitive advantage in the minds of prospects and customers.

Test Yourself
1. In the era of marketing, on what is the primary focus? 

2. Why are consumer orientation, profit, and internal organization important to the marketing concept? 

3. What is the difference between customers and consumers? 

4. What are the five basic elements of marketing? 

5. Why is it important for an advertiser to sell products as a result of advertising in a medium? 

6. What are the three primary marketing strategies? 

7. Brand image is determined by what variables? 

8. What is positioning? 

9. What are some of the elements you would analyze in positioning a radio station?

Project
1. Select a station and a market, then analyze that market. Get a recent Arbitron or Nielsen Media Research rating report and find out what street rates the station you selected and its competitors are charging. Next, following the guidelines given in this chapter, do a positioning analysis of the station or system you selected. Finally, write copy for a three- or four-page sales promotion brochure that could be used by salespeople to describe the station's or system's most important features and its major advantages. 

