
Principles of Marketing 2018 Semester 2 Notes 
 

Examinable topics: 

 

Market orientated firm 

- Framework for creating customer value 

- Market-orientated firm characteristics  

Relationship marketing and customer loyalty 

- Relationship marketing reasoning 

- Profitability of relationship marketing 

- Framework for attitudinal and behavioural loyalty 

- Customer satisfaction and delight 

Consumer behaviour 

- 5-steps to the consumer decision-making process 

- Influences on consumer behaviour 

Segmentation, targeting and brand positioning 

- Segmentation benefits and process 

- Positioning brands and brand equity 

- Determining the target market 

Product management 

- Augmented product 

- Product-life-cycle  

- Product development and co-creation 

Marketing communication 

- Integrated media communications 

- Media and vehicle selection 

- Message content decisions 

- Effective frequency and budget determination 

Pricing 

- Consumer’s view on price 

- Methods of setting price 

- Short-term pricing strategies 

Channel management 

- Distribution channels provide value 

- Channel structure influences  

- Channel conflict 

- Channel design 

Services Marketing 

- Services marketing problems 

- The extended marketing toolkit 

- Service quality 

- Service failure 

- The role of front-line employees in service recovery 

Marketing ethics 

- The complexity of ethical dilemmas facing businesses 

- Social responsibility of businesses 

- Stakeholder management 

- The business and moral case for CSR 

 

 



Lecture 1: The Marketing Concept 

 

Shareholders are usually privileged with the average holding period of a share less than 

one year now and boards of directors devoting far more attention to spending and counting 

cash flow than wondering where it came from. A larger emphasis should be placed on 

employees who stay with companies for longer (6 years average), and customers who stay on 

even longer than this. 

 

Marketing is 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. It is not a specialized function, but rather an approach to doing business, 

in which the customer is the starting point for everything. Thus, marketing is a function of the 

entire firm as opposed to an individual department. 

 

Poor marketing comprises of a physical process sequence. This involves making the 

product (design product, materials procurement and manufacturing) followed by selling the 

product (‘Cost plus’ price, sell/ advertise, distribute, service). Contrastingly, effective 

marketing follows a value delivery sequence. This includes choosing the value (customer 

value and needs analysis, market segmentation & target markets and value positioning vs. 

competitors), providing the value (organisational value creation, product & process redesign, 

and customer-firm co-creation) and communicating the value (building internal and external 

understanding of CV framework and CV position v. competitors). 

 

Consumer value is delivered and communicated through the four Ps of the marketing tool-

box. Product can include co-creation, building the brand, the augmented product and service 

quality. Place incorporates the selection of channels and channel partners, finding 

complementarities between routes to market, the design and implementation of channel 

controls and the design of promotional plan for channels. Price should be consistent with a 

value-based means of pricing, which reflects a consumer-based view on pricing. There are 

also numerous pricing tactics a firm can utilize. Promotion refers to the determination of 

promotion objectives, development of communications content and creative, selection of 

media, design of control/ evaluation methodology and timing. Each of these will be covered 

in more detail later in the notes. 

 

 

Lecture 2: The Market-Orientated Firm and value creation 

 

Good profits are those earnings from creating customer value, which in turn, creates 

customers who are loyal, purchase more of your product and recommend your firm to others. 

Bad profits are earned at the customer’s expense (for example – late fees).  

 

Customer value is a function of benefits and costs, as dictated by the following equation: 

 

𝑉𝑎𝑙𝑢𝑒 =
𝐵𝑒𝑛𝑒𝑓𝑖𝑡

𝐶𝑜𝑠𝑡
 

 

The goal for a firm should be to create superior perceived value compared to any competing 

alternative. However, this can be difficult as value is complicated by tangibility and time 

horizons over which the value is perceived. Customer value is also perceived differently by 



different consumers, and is largely evaluated subjectively (especially when it comes to 

service goods).   

 

Benefits: Customers measure benefits in terms of results delivered over the lifecycle of 

ownership and not in terms of product and service features. Results delivered include 

improved performance, improved experience, improved productivity and reduced risk. An 

increase in benefits will result in an increase to customer value. 

 

Costs: Customers define costs in terms of total tangible and intangible costs/ savings over the 

relationship life cycle and not in terms of the purchase price. Thus, costs perceived include 

not just monetary costs, but also the time expended, cognitive effort and behaviour activity. 

 

A framework for customer value creation is illustrated below.  
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Tools for creating value through relative life-cycle benefits: 

 

Product can be altered by improvements to features, performance, conformance, reliability, 

packaging and design. 

 

Services such as distribution, installation, merchandising, training, maintenance, consulting 

and information management can be enhanced. 

 



Relationship management can be enriched through competency, courtesy, credibility, 

responsiveness and effective communication.  

 

Image regards company reputation, brand reputation, atmosphere, promotion and media/ 

publicity – all of which can be improved to increase benefits.  

 

Tools for creating value through life-cycle costs 

 

Search cost can be reduced by making information available and easy to understand, 

increasing product availability and effective relationship management (competence, 

responsiveness and credibility).  

 

Acquisition cost refers to the price level, timing, order placement and fulfilment process, 

allowances and incentives.  

 

Set-up cost can be adjusted by reducing installation cost, switching costs and helping the 

customer understand how to use the product. 

 

Maintenance Cost includes service costs, repair costs, relationship management and systems 

management.  

 

Financing cost refers to administrative, deposits, credit, subsidies, flexibility and security. 

 

Exit cost can be altered by changing the product (replacement cycle, compatibility, 

upgradeability) and adjusting contracts.  

 

Creating customer value leads to firm value: 

 

Firm value is described according to the following equation: 

 

𝐹𝑖𝑟𝑚 𝑣𝑎𝑙𝑢𝑒 =
𝑀𝑎𝑟𝑔𝑖𝑛 ∗ 𝑉𝑜𝑙𝑢𝑚𝑒 

𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡
 

 

An increase in customer value, leads to increased customer loyalty, causing an increase in 

purchases and referrals (positive word of mouth). This increases the volume, leading to a 

higher firm value. Customer loyalty also allows for price premiums, which leads to increased 

volume. Furthermore, reduced operating costs of loyal customers reduces the investment in 

the business, also increasing firm value.  

 

There are three key characteristics of Value-driven organizations: 

 

Firstly, they tend to have a value driven strategy based on understanding of context 

(industry structure, business environment), competitors, customers, company capabilities and 

collaborators. They also have a leadership which encourages innovation, flexibility and 

responsiveness. Thirdly, they have a market orientated culture, in which everyone in the 

organization understands their role in delivering the organisation’s value proposition. 

 

Market-orientated organizations manage three interrelated processes incredibly well:  

 



Firstly, there is an organization-wide generation of market intelligence, which involves all 

parts of the firm generating market intelligence. This can be from searching secondary 

sources, market research and ‘listening centres’, market observation and client visits, 

benchmarking and competitive intelligence, grafting (employee comes from a competitor and 

learn from them) and organizational memory (talk to people in the firm about doing it 

differently this time).  

 

Secondly, there is dissemination of the market intelligence amongst all departments 

(sharing the information with whomever may find it valuable).  

 

Finally, there is organisation-wide responsiveness to this information. This is allowing 

insights gained from the market intelligence to influence the way the organisation works by 

altering ‘mental models’, developing and executing strategy and plans and embracing 

innovation.  

 

Market orientation is the precursor to creating customer value and allows everyone to 

understand their role in delivering the organisation’s value proposition. It ensures that the 

organisation’s focus is on developing products that respond to both the needs and wants of 

the target customer. 

 

Market orientation involves three aspects: Customer-orientation, competitor 

orientation and supplier orientation. 

 

Customer-orientation is where a firm devotes its resources to gathering information about 

customer needs and behaviour. Ultimately, a customer orientated approach is focused on 

creating value-rich products. 

 

Competitor-orientation is when the firm allocates its resources to gathering information 

about competitor behaviour and activities so that they have a better understanding of how 

they are servicing and creating value for customers 

 

Supplier-orientation is where the firm works in a unified manner with its suppliers to 

effectively and efficiently coordinate the production and delivery of their products. 

 

Marketing myopia is short sightedness by business firms causing management to define 

their business (and hence their competitors and market opportunities) too narrowly. For 

example, a myopic description could be a ‘television network’, whereas a broader description 

would be an ‘entertainment provider’.  

 


