In summary, this book essentially presents the practicality and importance of knowing the principles of marketing. It is light and enjoyable reading. Its primary objective is to provide the students with the essentials of marketing such that they are able to process a workable marketing knowledge that will prepare them in any business endeavor.
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Preface

In a challenging milieu where business and companies, in particular, are focused on racing against one another to make that much desired sale, marketing has never been that important. The effort to translate intent to get to actual purchase is the “be and all” of marketing. Does one have to employ sophisticated marketing strategies that require much effort and large amounts of “moneys”?
The answer is no.

This book entitled, “Principles of Marketing” is a simple yet substance-laden manuscript for knowing what it means to have a product, to price this product appropriately, to distribute it in different channels of distribution, to promote it effectively, and to use sales people for maximum productivity. The book consists of 16 chapters. The first three chapters begin with a description of the marketing function, followed by a discussion of the marketing organization, and a perusal of the microenvironments in conducting any business. This is followed by two chapters on consumer buying behavior and market segmentation and product positioning.

Specific chapters, all in all eight chapters, focus on the discussions of the marketing mix, namely, product, product life cycle, and new product development. As essential as quality product, product pricing has to be correctly set to make it acceptable to the consumers. After all, no matter how good the product is, if it is not affordable, then no sale can be closed. Similarly, a product should be divisible, that is, it is within the consumer’s buying reach. Thus, we speak of wholesalers and retailers. Promotion can help sell a product. Forms of marketing include personal selling, sales promotion, advertising, and public relations. Lastly, sales and marketing people are central to closing a sale. The last three chapters of the book discuss how marketing researches are conducted, how marketing forecasting can be carried out, and how a strategic marketing plan can be prepared.











CHAPTER 1 THE MARKETING FUNCTION

INTRODUCTION

Everywhere, we see the concept of marketing in action: young and happy children with toys, contented grown-ups driving cars, satisfied teen-agers with mobile phones, stores with attractive displays, busy banks situated beside each other, and enticing restaurants offering a variety of food. These examples illustrate what marketing is all about. Marketing can be defined as a set of activities that involves any exchange of goods, services, and ideas with the main purpose of creating a satisfied customer, and consequently making profits.

Evolution of the Marketing Concept

Marketing is a dynamic process. Let us go over how the concept of marketing evolved through the years. Webster, in his article entitled “The Changing Role of Marketing in the Marketing”, took note of the transformation of firms from simple market-based transactions and traditional bureaucratic hierarchical to strategic partnerships and networks.

- As an Economic Process: In early 1910, marketing roots were manifested and concentrated around agricultural commodities and the entities involved in moving them from farms, forests, bodies of water, mines, and factories to industrial users and consumers. Three distinct schools of thought consequently evolved: the products themselves; the marketing institutions which include brokers, wholesalers, and retailers; and the functions performed by these people. These marketing approaches were notably bereft of managerial orientation. Marketing was viewed more as a social and economic process than a set of managerial activities and responsibilities. The concept of marketing then carried an economic perspective.

- From a Managerial Perspective: However in 1948, the American Marketing Association defined marketing as “the performance of business activities directed toward the flow of goods and services from the producer to the consumer”.

This definition gave marketing a management perspective. Emphasis was now given on problem-solving, planning, implementation, and control in a competitive marketplace. This managerial approach continued to evolve in the 1960s. Several management authors, one of whom was Philip Kotler in 1967, defined marketing management as “a decision-making or problem-solving process that relied on analytical frameworks from economics, psychology, sociology, and statistics”. It was a business function which developed from a traditional sales management approach to emphasis on product planning and development, pricing, promotion, and distribution.

The marketing concept centered on the creation of a satisfied customer and to achieve this end, marketing research served as a medium for aligning the firm’s functions to the requirements of the marketplace. Marketing management, then, was commonly referred to as the application of economics and not solely a social and economic process. Debates ensued. Today, the managerial perspective has become a significant overriding view in marketing texts and journals as collaborated by management science and the behavioral sciences.

- A Marketing Profit Optimization Goal: While marketing carried a management perspective, analysis was focused on revenues resulting from demand, costs incurred, and the resulting profitability. Oftentimes, traditional economic analysis was applied to determine maximum profit resulting from the difference of marginal revenue and marginal cost. Similarly, behavioral science models were applied to come up with marketing problem definition coupled by the application of statistical tools and techniques. In this light, attempts were made to make marketing management a science that was formal, analytical, and rigorous and necessitated professional marketing expertise.

- Bureaucratic Firms: Thus, marketing management became identified with large and hierarchical firms with specialized functions. Firms were characterized by layers of management ranging from top to middle while functional operations included marketing, manpower, operations, and financial management. Emphasis was on span of control, staff and line re-

sponsibilities, centralization, and authority. Larger companies had more marketing activities than smaller firms. Processes were more rigid and prescribed. There was more specialization on managerial activities. Structure and system were strictly followed. All operations were aligned to managerial hierarchy and bureaucracy. This was the prominent form of business organization.

- Customer Relationships and Alliances: In all these changes, bureaucracy was accepted. The concepts of markets and transactions were emphasized. Markets were defined by transactions. Any transaction was defined as an exchange between two economic entities, namely: the sellers and the buyers. The primary task of marketing was therefore to look for buyers. In any marketing transaction, the sole goal was to make sure that the resources invested by firms like labor, capital, raw materials, and other related costs were insured to earn profit. These related costs included production costs to manufacture the goods, operation costs to administer the managing process, marketing costs to sell the items, and manpower costs to run and supervise the business organization. Transaction costs included all expenditures incurred in bringing the goods to the buyers.

Strictly speaking, Kotler defines a pure transaction as a one-time transaction between two parties with no prior or subsequent interaction. Hence, there is no brand recognition, no buyer-seller relationship, no bargaining, no preference, no prior product knowledge, and no loyalty. However, when a pure transaction is repeated, a buyer-seller relationship begins. This buyer-seller relationship was the beginning of the so-called customer relationship. In this relationship customer satisfaction was assumed. The customers or the buyers had to be always satisfied to bring about customer patronage and loyalty.

The Essence of Marketing

The essence of marketing is that it is a transaction. It is an exchange that is intended to satisfy human needs and wants. Marketing occurs everytime a social unit, either a person or organization, strives to exchange something of value for another. Broadly defined, marketing consists of all activities designed to generate and facilitate any exchange with the intent to satisfy human needs and wants. Marketing is human activity directed towards satisfying needs and wants through the exchange process.

Marketing can also be defined as a total system of business activities that include planning, selling, distributing, and promoting products, services, and ideas to consumers to achieve organizational objectives. The whole exchange process starts with the firm determining the needs and wants of its prospective customers. This can be undertaken through market research and analysis. It is represented by the flow of information from the market to the firm.

Figure 2

Marketing As an Exchange Process


Based on the needs and wants of the market, the product or service is developed, processed and offered. Information about product quality, price, retail outlets, and those necessary for the consumers to make the purchase-decision are communicated to them through advertising, personal selling, and other forms of promotion. In return, the market responds through actual purchase. This exchange process is shown on Figure 1.

Marketing Conceptual Frameworks

In the pursuit of various marketing activities, the marketing manager may be guided by a number of alternative philosophies which are as follows:

- The Production Concept. In this concept, the assumption is that consumers will favor products that are always available and cheap or inexpensive. The business operation in this concept revolves mainly on production where management is concerned with the development of efficient production and distribution system. This concept is appropriate in two situations. First is when demand exceeds supply where the consumers are willing to purchase any form, variety, and style of the products that they can find; and second is when the product cost is high and opportunities for reducing production costs exist.

- The Product Concept. In this concept, the assumption is that a good product will sell by itself. It is believed that the quality of the product is the primary concern of the firm. Quality may include innovative features, excellent function, best value, and superior conditions.

- The Selling Concept. In this concept, management believes that the success of the company lies in the quality of its sales force. This means that the company should make substantial efforts to stimulate sales. In the selling concept, sales people should be credibly convinced of the saleability of the product in terms of its uses, attributes, and differentiated worth.

- The Marketing Concept. In the marketing concept, the importance of consumers is recognized and addressed. The company formulates its marketing objectives and adopts marketing strategies to satisfying human needs, wants, and even

demands depending on the product that the company is selling.

- The Societal Marketing Concept. This concept is an extension of the marketing concept. It advances the idea that the concern of a business firm is not limited to the market’s short-run needs and wants but also to society’s long-run welfare and well-being. Hence, companies sell products that are environment-friendly, socially relevant, fair, and safe.

Marketing Functions

The goal of the marketing function company or firm is to sell goods and services at a profit. It has the following functions. They are the following:

- To convert light users to heavy users: There are different types of customers (users) in the market segment. They differ in their product or service patronage. Hence, it is for the company to make the light users use more that they eventually end up as heavy users.

- To convert infrequent purchasers to frequent purchasers: Similarly, customers differ in terms of the number of times they patronize a product or service. Hence, it is for the company to make infrequent purchasers turn into frequent purchasers.

- To convert non-users to users: Because a company can never capture the total market completely, there are so-called non-users who have never used the product or service. Hence, it is the objective of the marketing function to convince these non-users to become users.

- To induce brand switching in the markets of competitors: Competitors abound and their common objective is to make users shift to their own brands to increase market share.

- To build brand loyalty: Because brand switching happens all the time, the marketing function of an enterprise is to develop and keep brand loyalty to assure uninterrupted brand support, patronage, and loyalty.

- To establish favorable attitudes toward the company and its goods and services: To develop a positive outlook, opinion,
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