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ABSTRACT

The usefulness of marketing functions as they relate
to higher education enrollment and financial probiems is aadressed,
and proven marketing principles that have been viplated by highe:
education. decision-makers are considered. It is suggested that a
college or university operation can be exanined vithin the -same
‘context as any product organizationm, it focus is on basic customer
groups. The university can be viewed as marketing services; research
services to society genera.ly and institutions specificailiy;
instructional services to both undergraduate, graduate, and ‘nondegree
custoaers; and auxiliary serWces to the public, suca as theater and
football. It is suggested that variable pricing of tuition offers a
reasonable alternative to higher edvcation .pricing. variaoke pricing
wvould provide a better balance and relate costs more realasticaily to
demand, although it would have a detrimental effecc on kigh-fpriced
special prcgrams. It is suggested that many colleges need to assess
their cu rent adverti ..g approach and perhaps undertake a r-eadersaip
study of its catalog to determine what students and pareats have or
have not read or to dcotérmine why 4nd how they a.rivea at the
decision to register at the school. A markst analysis tool that may
be helpfal to higher education is™ psychographic segmentation:
examnination of the behevioral patterns or life sty.es cf various
groups within the total market. It is suggested that if coalleges
carefully managed their marketing functions, they wouid assume the
responsibility to provide an information base that stuaents couia use
to assess the education they received. (S#)

.

»

t*****#*******#**********************#*******#************#***t&***#***

* Beproductions supplied by EDRS are thé best that can be amade
» *  from the original docuaent.

#***t‘*****t*******t***************#***********')****#******#****l*****

Q




.

- .- mow
WORKING PAPER - OCTOBER, 1971 Ua.venasriemet 0F BOUCATOR |

: ' EDUCATIONAL RESOURCES INFORMATION
MARKETING MISMANAGEMENT IN-HIGHER EDUCATION U/m “"‘T::'::f" uced se

.mmmmmmovmm

b B onginaung it
Y { Mmovch.nqnh.vabnnmnd-toww.

Dr. Eugene Frdf, Professor of Marketing e
@ Points of view of Opiiors stated in this docu-

Director, Center for Management Study T vt 6o not necessarty represant office NIE
Rochester Institute of .Technology " positon or pokcy

-,

8707

The debacle of the Edsel is a legendary, example of marketing

»

mismanagement in business. Unknowingly, highen/edﬁcation'

7 . ’
(especially privately endowed schools) may be falling prey to

ED20

similar mistakes. This observation raises the question: "To

"" -
4/hat extent have current problems been brought about by m;rketing'
| ]

)
hd )

mismanagement?" The'private sector of higher education certainly Ty

is not andother Edsel. However,'considifing the recent decline

in demand for some " forms of hlgher educatlon, it should be fruit=
4

ful to search for causes of the problem.

Uncontrollable events underly some'of the problems, e.g.,
) drggt changes; reduction in defense épending and research alloca- -
ti;ns; growth of.lqw tuition state schools. On the éther-hand,
inescapable is éﬁ alternate hypothesis that some of the problems
may.stem from marketing mismanagement.1 Private colleges and

universities are capable of making the same marketing errors as

any detergent or automobile manufacturer. hd

The purpose of this article is (1) to indicate the usefulness

. ' . - . .
of marketing functions as they relate to hf%hei education enrcll-

ment and'financial.prpblems, and (2) to discuss principles well

”~
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1 .
Many articles have foc¢used on current problems as a consequence ,
of f1nanc1a1 ‘mismanagement. S
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“proYen through marketing experience, which Have been violated

- by decision makers in higher education .

[y

. L4

The Relativunship Bétween Marketing and Higher Education

Although marketing is a function and higher education a

prbduct, structurally they evidence some similar characteristics.
They arc fields which are dependent on human behavior; ahd conse-

quently,'they must draw upon the Weh#vioral sciences for their

<

working tools. For example, the educator may use learning
4

s 3

theory develcpéd by psychology to better'understénd the learning

{ pattern of a student. The smarketing strategist nay ,use the-same

‘ ) .
information to help assess the potential acceptanc? of a new

product. ! )

¢ o -

Muqh of maiketing can‘be.copsiderea an educational (and
communications) process pointing éo yet another point of similar-
ity. But more importantly, and more critically, the operations
of’a'éollege or university can be examined within the.same context

\ r
as any product organization, if one is willing to focus on basic

customer groups.

-

( A Pervasive Societal Activity
| Man§ marketing people are coming to the conclusion that

"Mrketing is a pervasive societal activity that goes considerally

2

beyond the selling of toothpaste, soap, and steel...' They alfo

2 P. Kotler and S. Levy, "Broadening the Concept qf.Marketing"
Joqual of Marketing, January 1969, P. 10.

Q . , '
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indicate that "...student recruitment by colleges remind us that

highe ducation is,ma;keted."3 If one wants ta classify higher
education within this context, because it has a préauct (education)

and potential customers {students and donors), it becomes clear

that colleges and universities are in. the service marketing

sector offering: ‘ ;

1. Research services to society ih general and institutions
in specific. .
2. Instructional services to bota undergraduate, graduate,
s Y .

and non-degree customers.

3... Auxiliary service to the pubiic such as theatre, football,

~

etc.

v

In generaly education has thought‘itself\gs being a proﬁession
both through the image of the institutions themsélves and thg
é&alifications ot the faculty. Atg a result, in the past educaéors
have waited to be approached similar to a physician-patient rela- -
tionship. However, the "hetter mousetrap" hypothesis has long
siace been found untenable in the business field. Similarly educa-
tion is "big business" and must be marketed.

)

Using the Marketing Functions .

when administrators are willing to accept the fact that their
institutions are marketing nontangibles, then they are ready t0
examine their product problems with marketing in mind. This is

nog"diffiéult to do. For example:
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1. . Tuition - the tui.ion differential between private
and public institutions is essential}y 4 pricing
éroplem{ Putting it'in marketing terms it resolves
itself to how a private cbllege or univqiiyty can
be price competitive with a higher cost structure,
‘or conversely provide an improved, new or different
pxoduct for the price differential.

1 S

2. Image - students and others are attracted on the

basis of the image projected by the institution,

-~

just as one.chooses any commercial business. Main-

tenance and coordination of thjis image is -critical

to long run survival of the institution.

.\~

El

The marketlngtransfer td college of university problems

could be a long discussion in itself. However, to the actlon

»

oriented educator fascinated with the approach, there is a set
of guidelines feadily available for utilization. These have

been ignored in the past and may have bgen'partly°responsib1e
for markéting mismanagmen£ in higher education.

~

Marketing Guidelines! -

‘ Although ipviolate principles of marketing ara rare, a

number of ‘essential items have been utiiized for years that stem

from common experience. ‘‘The remainder of this article will focu? -

6n several of- these to give a flavor of their potential impact in

the higher education mfilieu.’

7 :
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I. 1In the final analysis, consumers are the ones who will

2.cepi or reject any price.4 This realization of the marketing

mag requires him to focus on how the consumer perceives price.

1

Conéequently, he may price some items lower because of low

demand-and/or cost and other  items higher. He works on an
averaging process (called variable pricing) over a number of
items to give him a reasonable'or better return. It has been
shown repeatedly that if his prioe becomes -too high (ire., too

LY

much profit) an efficient competitor will eventually enter the

market, reducing the former's share of the market.

+

hpplying this principle to college and university pricino,
one pe€rceives a rigidity.in pricing aoproach that may have
worked against the gronth of some divisions. 1Is it fair-.and
"marketwige" to charge the'éame price to English major "X" as
Chemlstry major fY“Iwhen it cog%s much more (through fixed
overhead) to educate the latter than the former’ In reality,

the Engllsh program, in thlS example, is carrying the burden

.for the Chemistry program! Another question could. be raised on

price as it relates o the student status in the program. It

. - . 0

is well knowr that most schools charge the same tuition for.the

. . )
freshman student as they do to the senibr student. . Yet the

cost of educating the senior student is higher because of

smgller and more specialized classes. ‘

X

4 H. Llpson and ¢. Darling, Introduction to Marketing, (New York
Ccity), J. Wiley, 197, P, 671.

.
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With the financial pressures facing colleges and univer-

sities, it agpeafs variable pricing of tultion woulg ﬁresent
.a reasonable altermative to higher education pricing. Variable
pricing wghid proyide a better balance and relate cost more
realistica}ly ;o demand. .No doubt it would have.a'detrimental
affect pn high p}iced special programs, but perhaps this is_a
desirable outcome.. As a result, schools may be forced to ‘

examine realistically the cost of programs in relation to’ their

worth to society.
. S

II. A warranty is important in marketing high priced pruducts.

The consuperism movement has shown a marketing loophole in pro-

viding for\gustomer heeds and wants., As a result the trend .

<
°

_today is to broaden the scope of warranties.

What guarantees do colleges and universities offer on ‘
their educational product? What assurance does the student have
éhat his learning will not become obsolete quickly? It would
TV seem that educators might provide imstruction at some poiﬁt
after a student leaves, school as a guarantee that his educational
Y ) package williremain viable for a reasonable 1engtp of time, con-

- sidering his vocational interests. A few schools have given

lipservice to real continuing education (over an extended life

- s . ’

> w. J. Stanton, Fundamentals of Marketing, 3rd Edition, (New
York City), McGraw-Hill, 1971, P. 257.

~2
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time per}od), but few, 1if any; have become a reality.

Related to the duarantee is the contiﬁuous’need to sell the
student on the value of their prograﬁe while in school., He
is a cuétomer wds pays for his p;oduct over a period of time
ahd needs to be apprised continually .of.the. value of Iris pur-
chase. " If hot done properly he can‘ea511§ be ‘switched' to

another “"supplier", as the growth in transfer stdden&s between

senior institutions has clearly indicated.

v

¢
e
-

III. Proﬁerly employed, advertising requires'the right produdt,\

. . ¢ .
at the right time, at the right price. Although the gerieral

3

. public has a simplistic view of the power of advertising

(dollars invested in ads bring results), w1th1n the marketing

communlty, "There 1s much debate and confu51on about the extent

(-

of advertising's power to influence buyer behavior." 6 Many

—

conditions affect'the ability of advertising to do a job of

pursuasion. For example, non phosphate detergents couldg"t be

./

sold ten years ago. Kotler presents five conditions under

which advertising has been most effective, ang added by this
K - (% M”
auti?r are applications of these conditions to the educational

setfing: : : ol

’

1. When buyer awareness is minimal.

&

1AdVertisihg can be helpful.in infofming large*

L

Kotler, Philip. Marketing Managemen£;°(Englewood Cliffs,
New Jersey), Préntice-Hall, 1967, P. 456. )

) S
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- groups of potential students of a schoo.'s )
4 - )
existence. If a school is well known in a
4
local-area, it may not be profyfable to )
3 ! N - ’ * . : ‘ ‘
’ . attempt to reinforce its image through
. advertising.)
- - 2. When indugtry sales are risihg-rathgr than remaining

stable or declining. :

rd

. (It- is best to advertise when there- is a
large "potential ;tudé%tbody availdble. It

is not wise to rely on advertising too heavidy' .

to reverse the tide of "declining enrollmeént.-

4

L Other markefing qpproacheé aré needed here.).

.3.  When the product has features 'not ‘observable to the

Do . FLEE

T

‘buyer.

(A_échodl needs to emphasize its little known

programs and special student services such as

. clinical counseling services.) ‘ >
4. when the opportunities for product diffe:qu)atipn are

o

strong. . .
. . significantly N
(Arparently sma11 differences ctan oftenAattrdct

students. Examples: quarter versus semester system;

courses that meet one night a week, etc.)
¥ - N

5. When primafy instead of secondaty motives can bé!tapped.7

(Many schools promote the benefit of learning y -

? 1bia,,P. 45‘.‘ ' ) s

A
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itself, but the primary motive for taking a, .
~ course 4r program may be vocational mobility;¥
i | ability -to keep up intellectually with friends;

etc. These should be utilized in the marketing

: program.)
How many schools, beset with enrollment and attendant .
v financial problems, have increased advertising expenditures in

oppbsition to the above gdidelieeE? Tﬁe marketing reaction of
many seho *s ‘has been to revamp the catalog, (e.g., add color);
print "slick” prochures, and flood potential applicants with
511 types of ‘print media describing the wonders Oof its campus.
All of this is being done when "sales are declihing." These
actions ere nat;ral anS, and ones which are st111 obserVed

in many unsophlstleated marketing organizations, most of them -

headed'to failure. Another exdmple: can be found in the adver-

tising done in the educatlon sedtor of the New York Times. The

L i typical school there simply lists the name of the school and the

curricula, Wlth the "sameness" of approach of hundreds of other /
" schools. where is the needed product differentiation?
. How can colleges and universities use general advertising
to te11 its story? Overall,” there are many ways of doing it,
but a first step would be to 4ssess its current advertising

.approagh. How many schobls have attempted a readership study

of its catalog to determine what students and parents have or

have not read? How many schools have surveyed their student

10
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body in depth to determine why and how they arrived at the
decision to -register at the school; and more appropriately,

why did students withdraw their applications? Reguired is
more than a simple multiple answer questionnaire usually \\\
administered at an orientation‘period. The answel to this
assessment may show -that the current approach to advertlslng
~is working well. However, from a marketlng viewpoint, the
probabilities of this occurence are rather sllm.
o

In essence, the quesrion of advertising for higher
education does right to-the heart of the.marketing appeal
itself. A cclleye or .university is competing for enrollmentf"
endowment, grants, etc. "Customer*" who have the potehtial
for ase0c1at1ng themselves with it, overtly or subtly, seek
to find, a school that is dlfferent It is up to each institu-
tion to‘assess reallstlcally thau difference and,then choose

-

the advertising approach (if there is one) which best communl-

‘ ]
. o . L 4

cates it. .

I\

Iv. Markets aré heterogeneous not homogenous in character."

Marketing’ men have- for years worked on the premise that thelr

consumer markets, although homogenous. in appearance, are really

(3

composed of a number of different subsets or segments. TO

-

survive in the market place, they must nave,some understanding/

. /

8 E. Cundiff and R. Stlll, Basic Marketing. (Englewood Cliffs,
‘New Jersey), Prentice-Hall, 1971, P. 103.

. . 11 S/
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of these segments. in the early years of marketing analysis
(from about 1910 to about 1950), marketlng strateglsts were |
content to segment the1r markets on a demographlc basis (age,

sex, geographic 1ocat19n, etc.). This method of eegmentatlon
h;e a great deal of value today for it describes "what ie"
Of_ even greater value has been the ihtfodugtion of "psycho-
graphic" segmentation as a tool of market ‘analysis. Witn
psychographic segmentation, the marketiné man examines the

behavioral patterns of groups to get a better uhderstgnding

of the reasons for the1r behav1or In sociological terms,

he seeks to better understand the life styles and other behaviors,

’ . ¢

of the various groups within his total market. For example,

psychographic segﬁentation of toothpaste users has shown the

following segments based.on desired customer behavior: (1)

‘deggy preventing; (2) brightness; (3) flavor and appeérancef

(4). price oriented.
r

~

-

Although higher education has utilized.ideas from social
psychology for many years (1enger than marketing), the thought ,
of div}ding the'student market by 'psychographic terms appears .o
not to have eaven ctossed the threshold. 9ne sometimes ,hears
obtuse references toibehaviorél segﬁentation such as the girl
who goes to college to get married. However, beyond this -sur-
face observation very little has been accomplished to really'
unaaerstand the behavioral patterns—which lead a/donor or a
student to associate himself with a college or ghiVersity. In

»
some cases, it may be as simple a facet as a desire to extend
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% R
adolescence . through remqining at home whil~ attending college.
On the other hard, thésé psychOgréphic segmentation findings
are likely. p) bé.morq,complex, gch as covert~parenta1 press;-
ures, and desire for a good soc;al life. .

>

Institutions of higher learning have a substantial

.capacity for examining' psychographic segments, and they should

do it. The results of this work will helps fine-tune their
markets and should have scme impact on curricula désigﬁ. of
coursg@ the value of this approach to the utiiization of
advertising previousiy\éiscussed becomes obvicuas, i.e., if one
knows tle behaviors of his "cuscomer" segment, he can easily
use advéﬁfising approaches which will be readily understoéd

by his customer groups. B

T~
e
-~

~—

V. .Customers must be taught to use a product. Sin.e obse.-

vation of the marketing process shows the cdncern of thd
producer‘involved with-Eélping the custorer obtain maximum
venefit from product utilization. Instructions are given in
as complete ‘a manper as possible, and with bigger ticget icems,
a good sales approach requires post purchase contact of some
manner. This last aspect of the marketiné process has been

subject to much study because the facts show that fatisfied

customers tend to reflect a good image to potential buyérq
!

‘and tend to be repurchasers themselves.




The application ?f this marketlng principle £0 higher
education is more subtle than the others already covered.
This is because most educators pay little attention to the .
use students make of theirdﬁéucation. True, there are alumni
fbllow-ups of a general nature aﬁa some cooperative educatioﬁ

programs, but to what extent are thesd translated into a pro-

gram which relate¥ the graduating student to his curriculum?’

The most well known problem is job "shock" or "reality" once

14

the student enters his everyday work. He has studied a
particular field but is given no aid in'translatingvtdis effort
into the work world which he may énter. This even happens

with mature graduate sStudents who relate the completion of

-

specific cqurse work to the ability to fulfill the qualifications
. N o .t .

of a particu occupational position.

2
"

If « es Fnd°universities were carefully managing

their marketing functions, they would readily acknowledge

Lhelr responsibility to providing an information base which
the student could make an assessment of how to use the educa-

tion'he has received. This needs to be done with realism, not
\ .

with over confidence that seems to be the hallmark of some
!

schools which tend to oversell their graduates. One vehicle
for accomplishing this might be seminars entitled such as
. mphe Realities of WorK", "Politics in Working Organizations",

£y

.- "phe Mechanics of Succesé"

’ |
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In essence, good marketing practice mandates that

3

institutions of higher learning need to orient their

potential graduates on the use of their education in a
. . ’ \
similar (or even more stringent) manner to that which they

=

r

orient their new students to collége life. .If the customer

doesn't know the utilitarian value of the product he pur-

N

chased, he isn't going to be happy with the "product .

organizations" (colleges and universities) whichmanufactured

it.

Need to Understand the System

~

nhe five yuidelines presented.are samples of marketing

principles which can be applied to higher education. Others
which could be explored and adapted are:

To be a bargain, custoﬁe‘é must recogpize a bargain,

There may be a difference between customer statements
f and‘customer actions.

Everybody must sell.

Product planning is critical to product success:

”

Every business has a need to define its market precisely.

From what has been descrihed, it  should become evident

that the markefing function like the, education product is

systematic in character. In the four examples detailed

before, one can nof discuss pricing without considering the

)
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effect on pricc changes on advertising; that segmentation

A

has a direct relationship tc pricing, advertising, etc.

-
" However, in this whole system, the emphasis of marketing

and marketing philosophy has been to place the customer in
the.center of all operations, and this is perhaps’where'
higher education has done the most mdrketing mismanagement.
Ehis is not to 'say that the cuséomer is always right’becau}e
he isn't. It alsc does not imply that the customer always
knows what hé wants. Tested productg, which_fail, cléarly
show that he does not necessarily know what he needs and
can use. In the higher education environment,‘a mé}keting

approach can help the college or institution to focus on

[ 4 .
the customers and to make realistic assessment of what they

are and where they are going because, if the customers don‘t
buy, the institution will die. vﬁot every school need be a
nationally of internationally well known institution.. How-.
ever, it can make its mark if it really uses marketing skills
to focus on the custcmers; the audience of students, donors,

foundaticns, and others, who might associate themselves with

the institutions.

16




