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== Value Propositions: Theory and Cases.
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== Value Propositions: Theory and Cases.

We can 't begin to dig into the definition of Value Proposition, if we don 't start
studying the history of the term value proposition.

Regardless that the term wasn 't coined until half of the 20th century, the history of marketing give
us some insights.

» The history behind Value Proposition term is the history of the philosophy of marketing. And as much as business,
marketing has always been inherent to the mindset of our past civilizations. Let’s observe who left us signs of “marketing
thought” in history up to Adam Smith (the father of capitalism).
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== Value Propositions: Theory and Cases.

To study the history of the term value proposition, it is imperative to dig into the
history of marketing thought.

. " . Let s see where can we find the history
Let’s see the difference between both: S e T e e

o O & - m Professors of marketing in
g * The history of marketing focuses on W business schools
|

0 describing the development of marketing
practices and the application of its
@ @ O different tools and frameworks. 1

. Year Professors of management
874 history in history

- —l1 departments
2 ? The History of 7

* The history of marketing thought is defined as
the history of ideas, concepts, designations,
o o terms, theories, associated to the discipline.

(o] ° ¢ |t also includes institutions, associations, : . ° Lo
philosophies and schools of thoughts But still there is not a SpélelC sub

discipline for professors of the
philosophy of business history or
marketing history that can focus full

time on this...
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== Value Propositions: Theory and Cases.

The history of Marketing Thought according to Robert Lusch

Professor Lusch was a professor of marketing, that had the interest to do
research about the history of marketing thought.

»  Professor Lusch offered his views about the evolution of the concept of marketing, despite that
scholars and practitioners have never landed into a proper accepted definition. He described

the evolution of marketing thought in three stages since 1900 to 2007. He also analyzed the ! Robert E. Lusck
:(3;701‘ AMA (The American Marketing Society) on this evolution, an institution that began in I (1949-2017)

He was the Hedd of
Mktg Dept. at Eller
College, Arizona
University. Executive
\ director of the
| McGuire Center for
/e | Entrepreneurship at
Philosophy of | Eller. Dean of two
Marketing of | business colleges, at
Service | the University of

*  Professor Lusch wrote several academic articles and a Handbook during his last decade of life
that guide us to extrapolate a 4th stage. Professor Stephen Vargo co-wrote several of these
papers. We have named this last stage as the Philosophy of Service Dominant (SD Logic)

gy

Philosophy of
Marketing
with

Philosophy of Philosophy of

taking things Marketing to
to market Customers c Dominant { Oklahoma and Texas
L EES Logic I Christian University.
]
! He earned his PhD
| from the University
{ of Wlsconsm-
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== Value Propositions: Theory and Cases.

The history of Marketing Thought according to Professors David
Monieson and Brian Jones.
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== Value Propositions: Theory and Cases.

Robert Bartels wrote about the influence of the development of
marketing thought between 1900 to 1923.

R Robert Bartels was the first marketing historian that dedicated more than 40 years to the |
AR tudy of marketing thought.
e stu O marketin ou 5 i
R ot e
= N . .
i . Accorfdlng to Bartels, Iln t(?e A rinaT Lmﬁf’ %'_:EPSE\%'E%"GE -
: USA, four men crystalize o MARKETING THOUGHT =
\ their knowledgergf ouG WA EygA : Robert Bartels ,'
- THROUGH nl
marketing, and became the e | | | & arion l Fw hf::m : E,191;-1989) o I‘
initial group of scholars or roressor emeritus The 1
. - | s ED-JOMES I, . L
marketing that began to see oo ki oM Ak LITMM‘EMIGHIG&N | Ohio State University.. [
the research approach to the . e P m“tm |I Author of the book \I
solution of marketing 1905 8 H HIBBARD | I “The History of
I
sobien: o) | vaictng |
e Their mindsets were trained 1907 N &y GHmmﬁI d ] I A
scientifically, and they 1908 n I F— — —
developed a substantial body — '*°* PG HOLDEN PSR P
: 1910 —\f ——|RABUTLER | seseaang | T
of marketing thought not it BEG NEW ' ~ 1r—
just for business, but also for ~ ,, @nx }"“"’""“-“L VT COPEL AND
. NYU . LDH WELD ran
educational purposes. 1913 HE AGNEW W
+ These contributors were: 1918 — — PD CONVERSE
Edward D. Jones, Simon 13 ey : €S RUNCAN
Litman, George M. Fisk and 91 [ b B ] == A B
James Hagerty. Between e —\ | >
1902 to 1905, they offered R S—
marketing courses in 1920 RS ALEXANDER TNBecas MP MCNAUR | HR TOSDR
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= Value Propositions: Theory and Cases.

Although the first marketing formal courses were offered at the Universities of Michigan, Ohio
State, Illinois and Wisconsin... during the first half of the 20" century, two centers of influence
upon marketing thought ascended: The Wisconsin Group and the Harvard Group.

Robert Bartels explained that around 1915, the beginning of publications in marketing took place in
the US, regardless that the first marketing training was initiated in Germany a few decades before.

>

- Wi . First Director: Richard T. Ely (1854-1943)
) ISCONSIN  1he nstitutional Approach in Marketing.
* The School of Economics of Wisconsin appointed Richard T. Ely as its first
director in 1892. With a PhD from Heidelberg, he essentially stood for the
Wisconsin Idea as part of the progressive pedagogical movement,
employing the seminar method of teaching, that he learned in Germany.

* Ely stated that book knowledge and practical experience must be
combined for business education.

* The pioneers of marketing of this group were: Jones, Hagerty, Hibbard,
Macklin, Nystrom, Butler, Converse, Comish and Vaughan.

* These scholars were responsible of taking the initial steps in the
establishment of marketing science.

* The shaped the conception of the field of marketing, and the first ones to
title a course or book on the subject.

» They mixed practice on direct experience and teaching.

* They are credited with offering the first course in cooperative marketing
of agricultural products, the promotion of research in institutional and
agricultural marketing and the developing of study courses for the
university’s extension programs.

* The strength of the Wisconsin original team of marketing specialists was
economics, with a pursuit of practitioner’s research and writings.

* Wisconsin developed an institutional approach in marketing: including
inductive, statistical methodology with a historical perspective and
concern for the application of knowledge and skills to social ends.

06/02/2024 Eleonoraescalantestrategy.com All rights reserved 2016-2024 10

H d First Dean: Edwin Francis Gay (1867-1946)
arvar The Case Method. The Scientific Marketing
Management

» Edward F. Gay studied in Leipzig, Berlin and Zurich. He guided Harvard
Graduate School of Business Administration in three areas: The Case
method of teaching, the Bureau of Business Research and the basic
functions of the marketing merchant (the functions of the middlemen).

* The Harvard Group was also unique under Gay’s influence. The Harvard
group’s contributors were Cherington, Shaw, Copeland, Tosdal, Weidler,
Maynard, McNair, Borden and Vaile.

» These scholars were acquainted with business policy, economics, and
performed marketing research with the flag of problem solving. For Gay’s
business training must include the study of history.

* The pursuit for academic research was guided by the quest of deciphering
causes and consequences of problems in quantitative measuring in
marketing.

* Itis during this time that Harvard took the decision to teach by cases and
the discussion of business problems at companies of relevant importance.
The case method of teaching was developed by this group, and after
1920, their main contribution was the compilation of cases with marketing
problems, at the general and specialized levels.

+ The basic functions of marketing at that time included something called
“laboratory method": utilization of observation, statistics, comparison and
an historical perspective.




= Value Propositions: Theory and Cases.

Bartels was the first one to classify the history of marketing thought by decades.

Robert Bartels proved that economics was at the genesis of marketing, and marketing inevitably underwent
influences from the classical school of economics, the neoclassical school and others. Shaw and Jones also
added the influences from the Germanic economic Schools.

Period of
Discovery

Initial teachers of
marketing sought
facts about the
distributive trades.
Theory was
borrowed form
economics relating
to distribution,
world trade, and
commodity
markets. The
conception of
marketing
occurred.

06/02/2024

Period of
Conceptualization

Many marketing concepts

were initially developed.
Concepts were classified,
and terms were defined.
Marketing thought was
divided in three distinct
major schools:

1. Consumer goods,
focused on products

2. Institutional

3. Functional, focused on
the activities of the
marketing process.

By studying the history of marketing thought, Bartels found that the discipline of marketing had an
inherent existential crisis. In his own words: “Whether marketing is a science, and what kinds of theories
comprise it, depends upon how marketing is defined”(1976). This was the same conclusion of Bartels

Period of
Integration

Principles of
marketing were
postulated, and
the general
body of thought
was integrated

for the first time.

Period of
Development

Specialized areas of
marketing were
developed.
Research continued
in which
hypothetical
assumptions were
always verified and
quantified.

New directions
appear to seek and
explain what
marketing is.

Period of
Reappraisal

The concept
and traditional
explanation of
marketing was
re-appraised in
terms of new
needs for
marketing
knowledge. The
scientific
aspects of the
subject were
considered.

Period of Re-
Conceptualization

Traditional approaches
were supplemented by
increasing emphasis
upon managerial
decision making, the
societal aspects of
marketing, qualitative
and quantitative
marketing analysis.
New concepts were
taken, some borrowed
from the field of
management and from
other social sciences.

with his PhD dissertation (1941). And this is still outstanding today.

Eleonoraescalantestrategy.com All rights reserved 2016-2024

Period of
Differentiation

Marketing thought
expanded: new
concepts took on
substantial identity
as significant
components of the
total structure of
thought. Among
them were
management,
holistic,
environmental,
systems and

internationalization.

Period of
Socialization

The perception that
marketing’s
influence on society
is the key pivotal.

It was discovered
that marketing
power upon society
could me massive
and extrapolate to
politics, social
aspects. This

became a focus of
interest.
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== Value Propositions: Theory and Cases.

Even the definition of marketing has changed since its origins. The American Marketing
Association (AMA) has detailed it since its establishment in 1937. Other scholars of merit

are listed because of their relevant impact in the marketing discipline.
The evolution of the marketing definition has an impact in the definition of value proposition. Let’s
check the different views over time.

Year  Author Definition

1921 Converse Marketing, in a broad sense, covers the activities of entrepreneurs related to the creation of place and time utilities. Marketing afor the
economist, is then part of production.

1931 Converse Marketing is about getting goods and services from the hands of the producers into the hands of the final consumers.

1932 Maynard, Weilder Marketing includes all business activities involved in the flow of goods and services from producer to consumer, excluding only those

and Beckman activities that involve changing form

1935 AMA Marketing is the performance of business activities that direct the flow of goods and services from producers to consumers

1957 Alderson Marketing is the transaction that takes place between consumer groups, on the one hand, and supplier groups, on the other.

1960 McCarthy Marketing is the performance of business activities that direct the flow of goods and services from the producer to the consumer or user
to better satisfy consumers and achieve the company objectives

1967 Kotler Marketing is the analysis, organization, planning and control of a company’s resources, policies, and activities that affect customers, with a
view to satisfying the needs and wants of selected customer groups, while making a profit.

1983 Kotler Marketing is a human activity aimed at satisfying needs and desires through exchange processes

1985 AMA Marketing is the process of planning and executing the design, pricing, promotion and distribution of ideas, goods and services to create

exchanges that satisfy individual and organizational objectives

2004 AMA Marketing is an organizational function and set of processes to create, communicate and deliver value to customers and manage
customer relationships in ways that benefit the organization and its stakeholders.

2017 AMA 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.
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== Value Propositions: Theory and Cases.

It wasn 't until Kotler definition of Marketing (1967) that the customer needs and wants
took the spotlight. Since then, this day, for more than 57 years, people believe that our
management world has been privileging the philosophical premise of “the consumer is
the king”. That is a fallacy.

e ' The phrase “The Customer is king” is traced to a
. ‘ proverbial expression in High Dutch and Northern roducer - onsumes
Germany “De Klant is Koning”. Academically the Servant Sovereign

~
“customer sovereignty” phrases as “The customer is
always right” was first written in marketing papers by
economist William Harold Hutt in 1934.
threatening political legitimacy.

William H. Hutt The consumer directs
(1899-1988) The producer obeys.

There is a coercion involved.

For Hutt consumer sovereignty is a mechanism developed through social
evolution to discipline producers to the “"WANTS" of consumers without

View Point key 1920s @ 1930s 1940s | 1950s | 1960s & 1970s 1980s

term/Approach \ el e nvestors

Economic Utility (vertical Feudal Producer S :

integration, commodities) ervan :

Consumers (Client sovereign) @ @ o @ Between 1980s to the 2000s, the Consumers (clie
== sovereign) approach took the leading edge. But

: gn) app gedag

Societal (from macro- @ G @ 0 O the technological moguls, the Asian low-cost mo

marketing standpoint) and the utilization of marketing for manipulation

Managerial (from the sellers' the masses, the feudal servants are the consumer

perspective) @ G . G - meanwhile the owners of the producers are the

sovereigns.
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= Value Propositions: Theory and Cases.

According to Professor V. Kumar, the marketing thought, and its practice have been
experiencing gradual changes... Marketing has diverged from its original economics cradle.

TABLE 1
Evolution of Marketing Thought and Practice
FProminent Pradominant
Tirrsedinee Thame{s) Metaphar Triggers for tha Themasa
1936~1845  Hluminating Marketing as sUnderstanding of marketing principles through case studles
marketing principles applied economics  sMeed 1o comprehend government legilation and trade regulations
and concapts sMarketing research topics and Implications for marketing practice
18461955 Irnpr'n'uing Marketing a5 a sAccountability of marketing functions and system productivity to
markating managerlal activity  marketing theory and science
functions and +Focus on the growth of marketing disclpline
systam productivity sidentification of marketing functions and deciding on the definition of
markating
1966—-1965 Aszessing market Marketing as a sFocus on marketing theory devalopment
mix impact quantitatie sTransition into analytical studles
sclance elnterest in stalistical quality control
1966=1975  Uncovering buyer  Marketing as a sMNeed lor establishing clear agendas for the marketing discipline
and crganizational behavloral sclence  sArticles highlighting directions for further research
processes +Spotlight on marketing practice through JM's “Applied Marketing™
gaction
1476=-1985 Crafting Marketing as a sRefocus 1o a "scholarly prolessional journal™ throwgh editarial policy
market'marketing  decision science changes
strateqgy sEmphasis on theory development and understanding market structure
«Outlook toward tha usa of quanlitative lachnigues in marketing
1986~1995  Identitying market! Markeling as an slse of sophisticated empirical lachniques
marketing integrative science «Emergence of conceptual frameworks of marketing phenomena
conlingencles wlse of imerdiscipiinary knowledge
198962004  Customer Markeling as & +Deavalopments in database technology
profitability studies  scarce resource sAhillty to capture individual cuslomer data
and resaunce +Analyses performed at the individual level
aflocation aefforts
2005-20120  Markaling Markeling as an aTechnalogleal advancemants
accountability and  investment #Degpar cuslomer Insights to aid markating initiatives
customer cantricity aMarketing investment activities directed at the customer level
Emerging  Markeling at the  Marketing as an «Changes in media usage patterns
(2013-  core and new integral part of tha  sFocus on marketing efficlancy and effactivenass
present)® media influence organization +Firm value generated by engaging stakeholders of the firm

aly interpretatlons added to Kerln's {1906) categarization,
BMy ecdlansion, basad on the davelopmants in the markeding discipline.
Metes: | adapted and updated this table from Kern {1996).

06/02/2024
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Every decade,
the marketing
philosophy is
being altered.
Why?

What is driving
the marketing
thought?

1V. Kumar \

:Selecteo( as a “Marketing

| Legend” bj Jedgish Sheth
editor of Sage Publications.

I Professor of Marketing,

: and the Goodman

I Academic-Industry

|| Partnership Professor, at

1 the Goodman School of

I' Business, Brock University,

I ON, Canadd. He has held

“ several Distinguished

I Faculty Marketing

,I positions at Univ of

I Houston, Univ of

| Connecticut, Georgia State

I University,

| and St. John's University.

“ He holds a Ph.D. in
1 Marketing from the

' ; University of Texas at
Austm

I—--———-__—————___
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Value Propositions: Theory and Cases.

There is another proposal about the evolution of marketing thought, that has been

supported by Professor Kotler (2005). It is called the 4 eras of marketing thought by

Professors William Wilkie and Elizabeth Moore.

Table 1.  The “4 Eras” of Marketing Thought

Era Distinctive Characteristics
“Pre-Marketing” * No distinguishing field of study; issues are embedded within the field of
(Before 1900) €conomics.

I. “Founding the Field”
(1900-1920)

IL. “Formalizing the Field”
(1920-1950)

IIL “A Paradigm Shift—Marketing,
Management, and the Sciences”
(1950-1980)

IV. “The Shift Intensifies—A Fragmentation
of the Mainstream”
(1980-present)

* Development of first courses with “marketing” in title.
* Emphasis on defining purview of marketing’s activities as economic institution.
* Focus on marketing as distribution.

* Development of generally accepted foundations or “principles of marketing.”

« Establishment of knowledge development infrastructure for the field:
professional association (AMA), conferences, journals (Journal of Retailing and
Journal of Marketing).

« Growth boom in U.S. mass market and marketing body of thought.

* Two perspectives emerge to dominate the marketing mainstream: (1) the
managerial viewpoint and (2) the behavioral and quantitative sciences as keys to
future knowledge development.

* Knowledge infrastructure undergoes major expansion and evolution.

* New challenges arise in business world: short-term financial focus, downsizing,
globalization, and reengineering.

* Dominant perspectives are questioned in philosophy of science debates.

* Publish-or-perish pressure intensifies on academics.

* Knowledge infrastructure expands and diversifies into specialized interest areas.

06/02/2024
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A —4
William wilkie \
Professor Emeritus
Aloysius and Eleanor
Nathe Professor of
Marketing, at University
of Notre Dame.

He holds a Ph.D. in
Marketing from
Stanford University
(1971)

e Ty, g o Ty

--_—__-_---ﬂ
U Ny e gy, o oy,

—--—--_——--————|

Elizabeth Moore
Emerita Associate
Professor of Marketing
University of Notre
Dame.

She holds a Ph.D.
Marketing from
University of Florida

ey g T o, e Ty,
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&= Value Propositions: Theory and Cases.

Concluding: Our journey to the history of marketing thought leaves us with several strategic
inferences. Three of them are significantly the most relevant ones.

Combined market share of the largest firms in their respective industries in the United

4 h

There is a discrepancy and
abysmal deviation
between economics and
marketing theories,
marketing practice,
regardless of the school of
marketing thought.

< )

The current digital “je ne
sais quoi” era of
economics is suppressing
the marketing tradition of
scholar inquiry that
privileged humans' well-
being in their
communities.

< 4
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|pulati<;n o
ses using the Inte
tools.

When a new economic-political-social
system emerges with the premises of the
feudalism, we can observe how the
digital marketing is inherently helping
to create a global lumpen-begging era
backed by a global behemothic
collusion of the current most important
existing monopolies and oligopolies in
the world...

Mining, quarrying, and oil and gas extraction

Transportation and warehousing

Administrative and support services

Real estate and rental and leasing

Arts, entertainment, and recreation

Accommodation and feod services

Health care and social assistance

Professional, scientific, and technical services

Source
US Gensus. Bureau
© Stalista 2024

States as of 2017
_P 71.6%
S m D s ]
2%
_ 61.7%
Information 4 51%
50.3%
45.7%
Finance and insurance
_M 42.8%
S 34.2%
%
s
Retail trade
Manufacturing
Wholesale trade
Educational services
Other services
Construction
0% 10% 20% 30% 40% 50% 60% 70% 80%
Sales, value of shipments, or revenue as a percentage of tatal in industry
@ Tops @ Tops O Top20 @ Top50
Addtional Information:
Urited States; US Census Bureau; 2017
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