Marketing Theory & Practice - 561 - M.B.A.


	
	Define marketing and discuss the difference between marketing and selling.


Marketing

A Market consists of all the people and/or organizations who desire a good or service, have sufficient sources to make purchase, and are willing and able to buy.  Marketing can be defined as a system of activities designed to plan, price, promote and distribute products and/or services, which satisfy needs and wants of the consumers, in order to achieve organizational objectives.  In broader sense the anticipation, management and satisfaction of demand through the exchange process is called marketing.


Marketing stimulates consumers, costs a large part of sales, employs people, supports industries, affects all consumers and play a major role in daily lives.


It is clear from this definition of marketing that the basic purpose of marketing helps -

•
to achieve the organization’s goals;

•
to satisfy consumers; and

•
to provide desirable goods, services ideas.


To earn profit as well as other objectives are goals of marketing. Therefore, the notion of profit is included directly or indirectly in every definition of marketing.


The affect of acceptance of the concept of marketing would be that all activities of the organization would become customer-oriented. This is to say that the company would identify what customers need and want and tailor all its activities to satisfy those needs and wants efficiently, effectively and profitably.


Selling

Selling refers to efforts for persuading customers to buy company’s product.  There are vast differences between marketing and selling, as selling is internally focused while marketing is externally focused.  Selling process involves prospecting for customer leads, approaching customers, determining customer wants, giving a sales presentation, answering questions, closing the sales and follow up.


Distinctions between selling and marketing

As focused the selling and marketing in the above figure the distinctions between these are explained below:


The benefits of a marketing, rather than a sales, orientation are many.  Selling stresses on the sellers’ needs whereas the marketing emphasis on consumers’ analysis to make goods or services as per their wants and satisfaction.  Therefore, the purview of selling a company first makes the product and then figures out how to sell it.  Whereas this phenomenon in marketing is that a company first determines customers’ wants and then figures out how to make and deliver a product to satisfy those wants.  In selling management is sales volume-oriented, planning is short-run oriented in terms of today’s products and markets.  Marketing is geared to the long run, for future growth and marketing goals reflect overall company’s goals.  Finally, marketing views customer needs in broad rather than as narrow manner.

	
	Critically evaluate the need of the study of marketing environment for a marketer.


Need of the study of marketing environment

Marker, may be a person or organization that desires to stimulate and facilitate exchanges, is in need to study the marketing environment because it is an integral part of successful marketing as various environmental forces influence its activities in which some are external and others within the organization.  In types of forces the management can generally control the internals but cannot do much on externals.  The interaction of controllable and uncontrollable factors determine an organization’s level of success or failure in reaching its objectives.


To start with, management should set up a system for environmental monitoring of its market programme is s process of gathering and analyzing information about external environment and the forecasting the impact of whatever trends the analysis suggests.  There are two levels of external forces - one is related with macro-environment and other is micro-environment.


The above six variables of external macro-environment are inter-related and have considerable influence on marketing opportunities and activities.  These are described in some detail as under:


Demographics:


Demographics are the statistics that describes a populations.  Their popular characteristics include age, gender family life cycle, education, income and ethnicity.  Organizations need to understand these consumer characteristics.  These characteristics of demographic factors influence marketing programme through their proportional or disproportional change in each characteristics with rise and fall.


Economic conditions:


The rate of growth in the country’s economy, which can be studied by reviewing yearly change in the Gross National Product (GNP), can have a significant impact on an organization’s marketing efforts.  Other economic related factors are current and anticipated stage of the business cycle, information and interest rates that influence marketing programme.


Competition:


This is also one of the influence factors because a company’s competitive environment is major in its kind and often affects marketing efforts and success in attracting a target market because one organization sells a good or service and has control over marketing in a monopoly.  These are three types of competition.  First type comes from marketers of directly similar products.  Second is substituted products which satisfies the same need and last is more general type of competition.


Social and Cultural Forces:


These refers to quick change in the consumers life-style, their values and beliefs that is the way in which a person lives and spends time and money.  It is a function of the social and psychological factors internalized by that person, along with his or her demographic background.  Some socio-cultural trends are (i) changing gender roles  (ii) a greater premium on time and (iii) added emphasis on physical fitness and health.


Political & Legal forces:


Some legislation seek to maintain a “level playing field” for all competitors by prohibiting organizations from using marketing practice that unfairly injure competitors.  Some laws protect consumers rights and restricts certain marketing activities.  The political environment often affects legislation which are always discussed before their enactment.  Besides, monetary and fiscal polices and Government relationship with industries are also categories of these forces which affecting market.


Technology:


Technology includes development and use of machinery, products and processes.  Its advancement is costly and required employees training.  Therefore, technological breakthroughs affect markets by cost and also starting new industries, radically or virtually destroying existing industries and stimulating markets & industries not related to the new technology.

The organization can be influenced to some extent through these above stated micro-environmental forces.  As the suppliers focus on price policy, conditions of sale, territorial rights and the services.  Marketing intermediaries are wholesalers, retailers and various facilitating organization.  These have inter-relationship between the organization with its external environment and has a large impact on all other marketing decision.  The choice of a target market through the basic purpose of marketing i.e., to achieve the organization’s goals; to satisfy consumers; and to provide desirable goods, services ideas is critical but dealing effectively with them is necessary to business success.

As illustrated above, a set of non-marketing resources within the firm is consisting of Production facilities, Personnel, Finances, Location, Research & Development and Company Image.  These are also as internal environmental forces and affects marketing environment.  These variables are generally controllable by management.

+
The Marketer’s success in reaching goals depends on how well it directs and implements its controllable factors and the impact of uncontrollable factors on the marketing plan.  Also by measuring consumer satisfaction, looking at competitive trends, evaluating the relationship with government agencies, monitoring the economy and potential resource shortage.

	
	Explain the different methods of segmentation.




MARKET SEGMENTATION

Market segmentation means to sub-divide the total market for a good or service into smaller groups or segments so that the organization may focus on a particular segment. Market segmentation allows a firm to focus on a particular segment of buyers. This technique is particularly useful for smaller firms which do not have enough resources to compete with their larger counterparts. For example, a manufacturer of shoes may focus its attention on ladies’ shoes only. This would, of course, reduce its target market, but would enable it to compete and even give an edge over larger competitors.


Larger firms use market segmentation to address to the needs of different buyers. For example, a large manufacturer of clothing may classify its market by gender (clothes for men and women), by age (clothes for new-born, kids, youngsters, and grown-ups), by life style (clothes for conservative people, and for liberal people etc.) or by climate (clothes for summer, winter, and moderate weather). Such segmentation would allow the firm to individually address to each category of buyers.


The first step towards segmentation of market is to divide the market into following two categories

•
Ultimate Consumers that buy goods and services for their own use; and

• 
Business users that buy goods and services to resell, or to use in their organization or to make other products.

Ultimate consumers:

The basis for segmentation of consumers’ market are:


• 
Demographic


• 
Geographic


• 
Psychographic


• 
Buying behaviour


Consumer demographics are objective and quantifiable population characteristics.  They are easy to identify, collect, measure and analyze.  They include population size, gender and age, marital status, education, income, etc.


Geographic which is basic identifiable characteristic based on location, region, town and cities, etc., where consumers live and work.


Psychographic - This type of segment can be described on the basis of social and psychological factors such as life style, values, personality, etc.


Buying behaviour -  based on the benefits desired from a product and the rate at which the consumers uses the product.


For example, we may segment a market on the following bases:

4
Age (e.g. new born, infant, child, adult, middle-aged, old)

4
Gender (i.e. male or female)

4
Family status (single, married, married and having children)

4
Social status (lower, lower middle, upper middle, upper)

4
Occupation (professional, managerial, clerical, student, unemployed)

4
Education level (doctorate, post graduate, graduate, school level)

4
Life style (conservative, liberal, lavish, sports-oriented etc.)

4
Personality (introverted, extroverted, ambitious, aggressive etc.)

4
Religion (Muslim, Christian, Hindu, Buddhist etc.)

4
Region (city, country etc.)

4
Climate (hot, cold, moderate)

4
Ethnic background (Asian, American, African, European, etc.)


Business users:

They buy installations, raw materials and semi-furnished materials.  They often buy on the basis of specifications, use joint decision making, lease equipment and use binding and negotiations.  Their demand is generally derived from that of their consumers and can be quite cyclical.  Business users are fewer in number and more geographically concentrated.  These are classified by area of specialization, size and resources, location and goods and services purchased.


Some of the characteristics and their basis for segmentation are:


Customer location - region, location.


Customer type - size, industry.


Transaction conditions - buying situation, usage rate, purchasing procedure, order size, service requirements.

	
	What is the difference between marketing research and marketing information system?




MARKETING RESEARCH

Marketing research is a systematic gathering, recording and analyzing of information about specific issues related to the marketing of goods, services, organizations, people, places and ideas.  Such research may be undertaken by an outside party or the firm itself.


Marketing research is a function which links the consumer/customer and public to the marketer through information that used to identify and define:

marketing opportunities and problems;

generate, refine and evaluate marketing actions;

monitor marketing performance; and

improve understanding of marketing as a process.


It specifies the information required to address these above stated issues; designs the method for collecting information; manages and implements the data-collection process; analyzes the results; and communicates the findings and their implications.


Contribution to the need for marketing research is based on the following factors:

In view of the above mentioned need, the marketing mangers use the following main source of information:

•
Syndicate Services - regularly scheduled reports that are produced and sold by research firms.

•
Marketing Information System - provides regularly scheduled flow of information and reports.

•
Decision Support System - provides direction interaction with data through Personal Computer to managers.

•
Marketing Research Project - resolve a specific marketing problem.


Marketing Information System:


Marketing Information System refers to an ongoing organized procedure to generate, analyze, disseminate, store, and retrieve information for use in making market decisions.
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Marketing Information System provides a manager with a regularly scheduled flow of information and report for decision making such as retail sales by geographic area on a weekly basis, monthly reports on the prices that competitors are charging and how much advertising they are doing, development in the market in a year, etc.


This system is based on coordination across all subsidiaries of a firm, recognition of differences in management styles and cultures, and an internal marketing effort to convince each unit of the value of timely and accurately information.


Differences between Marketing Research and Marketing Information System

Marketing research should be considered as just one part of an ongoing integrated information system.  A marketing information system is a set of procedures and methods designed to generate, analyze, disseminate, store, and retrieve information for use in making market decisions.  The marketing intelligence phase of a Marketing Information System consists of marketing research, continuous monitoring and date storage.  A Marketing Information System can be used by both small and large firms and the application of MkIS are spreading rapidly. 

	
	What factors must be considered for the planning of a product?




Product

Product refers to a set of tangible and intangible attributes which may include packaging, colour, price quality and brand plus the seller’s services and reputation.  A product may be a good, service, place, person or idea which satisfy wants in the form of benefits as the buyers expect to receive from the product.


Product Planning

This is relating to all aspects of the development and management of product that satisfy consumers.


Overview

In the following lines an overview of factors involved in product planning is described.  It examines the basic areas in which an organization takes steps to decide product type, product mix, product management organization and product positioning.  It also enlightens the product life cycle and its marketing importance.


There are three distinct ways to define a product:

Tangible product which has precise specifications.

Augmented product includes image and service features.

Generic product centers on consumers benefits


Product type

First step towards product planning is the choice of the type of product which may be as goods or services and for consumer or business users.


GOODS marketing - the sale of physical products - durable and/or nondurable.


SERVICES marketing - rental of goods, the alteration or repair of goods owned by consumers and personal service.


CONSUMERS’ PRODUCTS - goods and services for the final consumers - classified as conveyance, shopping and specialty items.


BUSINESS USERS PRODUCTS -goods and services to resell, or to use in their organization or to make other products.

Product Mix

After determining the type of a product, the next step is to outline the variety and assortment of this product.  A product item is a specific model, brand or size of a product that a firm sells.  A product line is a group of closely related items sold by a firm.  A product mix consist of all the different product lines a firm offers.  A product mix has levels of width, depth and consistency.


Product Management Organizations

A firm may choose from among or combine several products.  Management organizations including market manager, system product brand managers, product planning committee, new product manager system, etc.


Product Positioning

Product positioning is a process of developing a positive image of a product in relation to its competition or in relation to other products of the same firm. This strategy is used to identify target market strength for a product. Positioning can be done in the following four different ways:


Positioning in relation to the competition:- This strategy is most suitable for firms which already have a clear differential advantage over its competitors. In this strategy, the firm may launch a campaign to convince its buyers that its product is superior to its competition. However, if the competitor has a very strong market position as compared to the firm, head-to-head positioning is not recommended. 


Positioning in relation to a product class:- In this positioning strategy, the firm associates its product with a class or an attribute. For example, a product may be attributed as “environment friendly” or “low energy consumption”, or some other desirable attribute. 


Positioning by price and quality:- A firm may convince its buyers on the basis of price or quality. For example, in automobile market, a luxury car may be positioned by its high quality. On the hand, an economy car may be positioned by price.


Positioning in relation to a target market:- This positioning strategy takes into consideration the target markets. Anheuser-Busch, for example, uses this strategy for its line of beers offering 18 different products of different taste, calories and price, which address to the needs of different consumers.


Product Life Cycle

This seeks to describe a product’s sales, profits, customers, competitors and marketing emphasis from its inception until its removal from the market.  The traditional cycle consists of four stages: introduction, growth, maturity and decline.  During each stage, the marketing objective, industry, sales, competition, industry profits, customers and the marketing plan change.  Although the life cycle is useful in planning, it should not be a forecasting tool.
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