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Article 1:

MARKETING AS I KNOW IT


Paul Herbig 

Title of column:  MKTGandME

In my twenty-five plus years in the marketing profession, when I first introduce myself and my profession, I am inevitably asked that age-old question, “What is Marketing?”  And when I, in my infinite wisdom obtained by a thousand prior exchanges, ask “What do you think it is?” I invariably receive one of two responses, “Marketing is Sales,” or “Marketing  is  Advertising.”  When I further probe (like all good marketers should), my verbal companion would say, “Marketing is making people buy things.” I can see the heads nodding as you read this column, “Huh-uh, isn’t that the truth.”  

Wrong.  Sales and Advertising are only two arrows a marketer may have in his marketing arsenal.  The professional marketer can also use promotional tools, direct marketing, trade shows, distributional differences, pricing tactics, branding, new products, publicity, electronic messaging, sponsorships, events, and dozens more potential weapons.   If the truth were known, Sales and Advertising are the two most widely known weapons and probably the two most overused and abused methods as well.

Then what is marketing?  Marketing is creating exchanges that satisfy individual choices. Marketing seeks to discover the needs and wants of prospective customers and then after they have been determined, to satisfy these customer wishes.  One of the major objectives of marketing is to create needs out of wants (this is where advertising enters the picture). (“Mom/Dad, I’ve just gotta have this new fad clothing attire.  It’s the ‘In’ thing and if I don’t wear what everyone else is wearing, I’ll just die!”)  A major issue is whether marketing creates desire in consumers to buy products they don’t need or shouldn’t have instead of fulfilling more sincere customer needs (more functional, longer lasting clothing than the attire that will be out of fashion by this time next year). Although marketers certainly influence customer purchases, the final decision, rightly or wrongly, is still the customer’s to make. To what extent should the government, an interest group, or another person determine what a person needs or should or should not have, is a highly debatable issue right now and a topic for a future column.

The perfect marketer creates a win-win situation for customers by providing a product or service that satisfies either current or latent needs.  If the marketer has done the job right, many of the marketing weapons mentioned earlier become superfluous and the product will literally fly off the shelf, the company will sell as many as it can make as fast as it can make them, and customers will be besieging the docks to carry off the product as soon as they are produced.  A splendid example of this was the first Xerox copiers.  Without hardly any advertising and little active selling, orders were flying so fast the salespeople could hardly leave their desks to answer the constantly ringing phones from customers ready to buy with cash in hand.  A finely crafted product quality produced and catered exactly to customer demands (i.e., needs and wants) will win out in the end against overhyped less fulfilling products.

So what is the answer?   A successful marketer keeps his eye on the customer and keeps as close to the customer as possible (Which is why many successful producers of niche products are derived from those that are avid users of those same products:  Mountain Bike manufacturers use their own products and were and are lifelong bikers so they know what bikers want and biking trends). In conclusion, the essence of marketing is the customer, understanding that customer, following that customer, and doing everything one can do to keep the customer satisfied.
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The Middleman is Dead—Long live the Middleman!!


Paul Herbig 

One of the major claims of the Internet then (and to a much lesser extent still now) is that it will do away with the middleman.  The belief went like this: Retailers and distributors will disappear because everyone will do their shopping on-line; the ease and convenience of the Internet, its 24/7 availability sounds the inevitable doom for the retailers and distributors.

 Amazon was the first to see this potential.  Buy a book from us cheaper than you could at a major retailer, get it 24/7, and save yourselves the hassles of driving to a bookstore to purchase it.  Amazon boomed (in stock price, valuation, and market perception).  You could then and can still buy online from its multimillion volume listing of books published.  You can get reviews on that book from fellow readers.  You could get a good approximation of the ranking of the book (whether it was number 10 or number 765,546).  And in addition, Amazon will even keep a profile of your past purchases and alert you to new listings that might be of interest to you.  What more could you want?  What Amazon didn’t have for many years was a profit (good marketers go for the gold).  Investors are not altruistically inclined, most of the time, and would like to see payback for their efforts.  This has yet to happen in any measurable quantity.   

Amazon’s marketing plan was to act as the electronic go-between customers and publishers.  Originally it had no intent on building “bricks and mortar” as the Internet would make the physical branches (often called bookstores by the electronically handicapped) obsolete.  Instead Amazon needed to have more control of the volumes as although the volume would come from the publisher, the customer perceived the vendor to be Amazon and any delays or problems would be promptly given to Amazon.  So now Amazon is the proud possessor of a set of warehouses and distribution centers any bricks and mortar publisher would be honored to have.  

Amazon probably assumed the retail book companies wouldn’t or couldn’t be as electronically nimble as itself and that being the first mover in the field would leave Amazon with an unbeatable position.  However Barnes & Nobles, Borders, Dalton, and Walden were not going to roll over and die.  They have proved themselves to be quick learners and their web sites are extremely competitive to that of Amazon’s.  In addition, since they already had the physical facilities, their extra plant expenses were almost nil.

Does this mean that your local bookstore will be going the way of the dinosaur? Hardly.  Although many (a great many, as indicated by the volume of business Amazon has done) will purchase electronically, especially those who know exactly what they want, there are still a considerable number that will drive to the center or mall and frequent the bookstore.  Why?   To understand why the brick and mortar store remains and will remain is to understand the customer and the customer’s psyche, needs, and wants.  Why do customers go to a physical bookstore?  To many, the visit may be relaxing, therapeutic, a chance to get away from the home.  Many wish to have the sensation of actually feeling the book, smelling the ink, reading it before purchasing it, comparing the book to many others on the same shelf or table. You can buy books immediately and take it home and begin to read the books (even Amazon cannot deliver instantly).   And since many bookstores have Starbucks or a small café associated with it, relax with a friend over a cup of café latte and a croissant—events not possible with Amazon or electronically.  

Will these middlemen—retailers—be replaced electronically?  Most will survive.  They must adapt, as the larger ones have already done, by becoming a social/entertainment center and not just a warehouse of books.  And as long as that human longing to sense an item before it is purchased, to see it, touch it, smell it, hear it, and try it out remains—retailers will flourish right along with their electronic cousins.  Long live the middlemen!
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Market Driven is Not A Car


Paul Herbig

Some companies are so obsessed with their technology (or products) they are blinded by the marketplace.  We call these companies engineering-driven.  Their efforts are guided by engineers and technologist on what the company has done or can do, with little concern for the market is calling for.  The guiltiest parties typically are high technology companies that concentrate on one particular product or field.  Their motto too often, unfortunately, is “If we build it they will come.”

During its heyday, I once worked for a subsidiary of AT&T, Teletype Corporation, in Chicago, that epitomizes technology driven.  The Engineering/Research Department was so isolated from the rest of the plant, especially the marketing group, that to get there you had to take an elevator up a half a floor to the engineering wing, thus signifying how disjointed the company actually was.  The ultimate decisions were made by engineering on whether they could do the project or, more likely, if they really felt like working on the project.  Marketing was so out of the loop that, as one marketing manager said more than once, “We don’t know half the stuff they are working on over there.”  The typical new product process at Teletype was engineering creating a product with some new technology and, almost literally, throwing the product over the wall separating marketing from engineering, telling marketing, “Now sell the stuff.”

Years before Texas Instruments developed the first of their portable printers, Teletype had perfected a similar device.  The marketers had researched the market, created a prototype from scratch themselves, and shown the device to numerous excited customers.  They took the device to a corporate presentation, demonstrated it, and asked for permission to develop and market the device.  The President turned to the Engineering VP and asked his opinion. "Can’t do it.” was all he said.  The President then said, "If Engineering says it can’t do it, project closed.”  Instead of being first to market, Teletype became a me-too years later with the time lag almost causing the death of the company.

Contrast Teletype to a typical market-driven company.  Here, the company is totally focused on the customer, the target market, not the technology.  Engineering and Research and development project efforts are controlled by marketing based upon customer needs and market projections.  All efforts are geared towards whether the product would be used by the customer, whether it would satisfy needs of the customer, and whether it would serve the marketplace.  Although some Research and Development efforts are still placed into pure research and new technology development, the dog wags the tail not vice versa.  The controlling factor to the use of the new product and technology is customer acceptance, not company vanity.

Market driven companies may not be technically snazzy or pioneers but their product when finally released tends to hit the market dead on.  Microsoft is rarely the first to market.  But its second and third efforts refine the product so closely to customer needs they tend to prosper despite their reputation as a technological follower, not leader. 

The moral of the story:  Technology driven companies are like the hare, fast and furious while Market driven companies exude characteristics of the tortoise, steady and slow but constant.  And we all know who won that race.
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