Chapter 1

The Marketing/Media Ecology

By John Doe


The media are integral elements of America's economy and of the marketing process that is vital to that economy's vigor. Consumer demand (and spending) is what drives the economy, and it is marketing and advertising that fuel consumer demand. Advertising is a major component of marketing and it is through the media that consumers receive advertising messages about products. If any one of the three elements (marketing, advertising, and the media) is not healthy, the other two cannot thrive. This chapter will examine the interdependent relationships among marketing, advertising, and the media.

$a$What is marketing?


The most common answer is not only false, it is also irrelevant. If we want to know what a business is, we have to start with its purpose. Notice that I 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 tries to sell them; the customer-oriented business produces goods that it knows will sell, not that might sell.

Businesses create markets for products. 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, 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.


That is what marketing is--a customer-focused business approach. The production-oriented business produces goods and then 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 in 1960 titled "Marketing myopia" that is perhaps the most influential single article on marketing ever published. Levitt 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 away 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. Where would makers of buggy whips be today if they had decided they were in the vehicle acceleration business or in the transportation accessory business instead of being in the buggy whip business?


Levitt cited the problems Detroit's car manufacturers were having in 1960 and would have in the future--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 in the 1970s and gave these customers what they really wanted and still are doing so today, producing the top two best-selling car models.


In today's economy the customer rules and any company that does not put their customers on a pedestal and make raving fans of them will disappear from the business landscape as fast as so many of the dot-coms did.

$b$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 the twentieth 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 (Gans 1980). 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 of distribution.
$c$Is it fair?


Is it rational, as opposed to emotional, and balanced, so that there are no big winners and big losers? Is it fair to all: to both sides, to the consumer, to the salesperson, to the advertiser, to the various communities, and to the company? If the company had an open-book policy, would all of its customers think everyone got a fair shake? Are all customers getting fair rates, placements, rotations, and make-goods? To test for fairness, ask yourself the question, "Suppose everybody did this?"

$d$What does my conscience say?


Table 1.1 shows the number of salespeople in the media covered in this book and the advertising expenditures in those media in 2001.7 The annual advertising expenditure figures in each medium can be updated on the Internet by going to Advertising Age's Web medium. In 2001, according to Coen, direct mail had total revenues of $44.7 billion, edging out the number-two medium, newspapers, by $400,000, or only .01 percent.

Table 1.1 here



Salespeople should ask themselves, "How would I feel if what I am doing appeared in the Wall Street Journal or the New York Times? How would it make me feel about myself? According to my personal moral standards, is what I am doing OK?"


A company's and a salesperson's most valuable assets are their reputations and their relationships with their customers. Reputations and relationships are built by consistently doing ethics checks on the way they do business, by taking a long-term view and not doing anything that would put them in jeopardy, even 100 years from today.


Planning is the determination of the intended strategy and course of action (that is, the plan) for the business. The basic process of planning generally involves the following steps:

1.
Appraising the goals and objectives of the business owners and operators

2.
Assessing the industry in which the farm will operate

3.
Preparing an inventory of the farm resources available and analyzing the farm's situation within the industry

4.
Selecting alternatives to be analyzed

5.
Determining physical inputs and probable production for each alternative

6.
Selecting prices to apply to the input and production data

7.
Calculating expected costs and returns for each alternative

8.
Estimating the potential range of costs and returns due to variability of prices, costs, and yields

9.
Analyzing the probable results of the alternatives

10.
Developing an operating plan based on probable results and the goals and objectives of the business, manager, and (or) owner


Is it rational, as opposed to emotional, and balanced, so that there are no big winners and big losers? Is it fair to all: to both sides, to the consumer, to the salesperson, to the advertiser, to the various communities, and to the company? If the company had an open-book policy, would all of its customers think everyone got a fair shake? Are all customers getting fair rates, placements, rotations, and make-goods? To test for fairness, ask yourself the question, "Suppose everybody did this?"

*
Products that compete with each other for the same resources are classified as competitive products. The selection between these products will be based on each product's potential income.

*
Products that do not affect each other are supplementary products. Row crops on Class I land and cattle range on poorer soils are supplementary products because a change in one doesn't affect the other. Supplementary products could become competitive products if a resource (such as capital or labor) started to limit production. The decisions regarding a product are independent of its supplementary products unless and until they become competitive.

*
Products are complementary when one contributes to the production of the other. Honey is a complement to any product that requires pollination. Small grains are complements to livestock production when the stubble is grazed after grain harvest. Complementary products are chosen and expanded together until they utilize a resource to the point of becoming competitive.


In terms of advertising revenue, newspapers ($44.3 billion) are virtually as big as radio, magazines, and cable television combined ($44.5 billion). Some good customer-oriented rules for media salespeople are as follows:

Don't lie to advertisers.

Don't sell anything that customers do not need.
Don't allow clients to feel like they lost in a negotiation.
Don't use bait-and-switch tactics (selling something that they know is not available just to get the money in the door).

Don't recommend or accept advertising that is in bad taste or that will harm a client's image.
Don't accept false or misleading advertising.

Don't give kickbacks (a euphemism for bribes) to customers. Kickbacks often come in the form of unauthorized rebates or other cash payments given by salespeople from their own pockets. Kickbacks are illegal, and there are serious consequences to violating the law, including fines and imprisonment.


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 creating popular software, has more market capitalization than General Motors or Ford, both older, production-oriented companies. The Internet is the ultimate distribution channel for information and has become an integral part of most companies' marketing efforts.


Figure 1.1 shows the relationship between the complexity of a presentation and the dollars involved.

Figure 1.1 here



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 creating popular software, has more market capitalization than General Motors or Ford, both older, production-oriented companies. The Internet is the ultimate distribution channel for information and has become an integral part of most companies' marketing efforts.


The ABCs of sales presentations (Fig. 1.2) clearly spell out another important issue of the relationship between the complexity and dollars.

Figure 1.2 here



Another reason I am emphasizing rules and ethics in this book is because the corporate and Wall Street scandals of the last few years have made it more imperative than ever that businesses, including the media, do the right thing, not only to restore the confidence of investors but also to restore the trust of the public, government regulators, and their own employees.


It should be obvious from the data that WAAA's TSL is four hours and WBBB's TSL is one hour, or you could use the following formula:

TSL = (AQH ( QH) + Cume 


Remember, AQH and cume persons in the ratings report represent quarter-hour-based listening (15-minute time periods), so we will have to calculate the total number of quarter hours in Monday to Friday's 6 AM to 10 AM drive time. That is four Quarter Hours in each hour ( four hours per day ( five days, or 80 quarter hours per week in morning drive.
If commissions are $50 for a 5,000 bushel contract, the per bushel commission cost is 1¢. Foregone interest income (or interest expense in the case of an outstanding loan to cover the futures margin) must be computed which will amount to a relatively small per bushel cost, but should still be taken into consideration. If initial margin for corn futures is $600 per 5,000 bushel contract and the pertinent interest rate is 8%, the per bushel opportunity cost of holding this position is

Equation 1a here


The target price, adjusted for these costs of hedging, would then be about $2.53 per bushel. Notice that the hedging costs are added to the target price, not subtracted as they were with the short hedge, since the corn is part of the cost of producing the livestock.
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