Chapter 1 

The Marketing World

LEARNING OUTCOMES:

After studying this unit, you should be able to:

· Explain the nature of marketing

· Explain the concept of exchange

· Explain the gaps between consumption and production

· Explain marketing activities

· Define markets

· Explain retailing in South Africa

Chapter Overview
Marketing is part of all of our lives and touches us in some way every day. To be successful, each company that deals with customers on a daily basis must not only be customer-driven, but customer-obsessed. The best way to achieve this objective is to develop a sound marketing function within the organization. 

 Marketing is a key factor in business success. The marketing function not only deals with the production and distribution of products and services, but it also is concerned with the ethical and social responsibility functions found in the domestic and global environment. 

Marketers must be aware of customer value and customer satisfaction and make these concepts a central part of the firm’s strategic plan. Marketing must also be aware of and respond to change. 

The concept of exchange:

· Exchange is the act of obtaining a desired object from someone by offering something in return.
· Marketing consists of actions taken to build and maintain desirable exchange relationships with target audiences. The goal is to retain customers and grow their business.
For any kind of exchange to take place, five conditions must prevail:

· There must be at least two parties.

· Each party must have something that the other party values.

· Each party must be able to communicate with the other party and deliver the goods or services sought by the other.
· Each party must be free to accept or reject the other’s offer.

· Each party must want to deal with the other party.

Gaps between production and consumption:

In today’s business environment, the place of production is not necessarily the place of consumption.
According to McInnis five gaps can be identified:

1. Space gap- geographical distance
2. Time gap –availability throughout the year

3. Information gap-creating awareness

4. Ownership gap-car example

5. Value gap-seller and buyer must agree on acceptable price 
6. Assortment gap- occurs when producers produce and sell a limited line of identical or nearly identical products, but consumers want to choose from a wide selection of products.

7. Quantity gap- develops from a quantity of scale in production that require producers to produce and sell in large and often bulky quantities

Customer Needs, Wants, and Demands
a. Human needs include basic physical needs, social needs, and individual needs.
b. Wants are the form human needs take as they are shaped by culture and individual personality.
c. When backed by buying power, wants become demands. Given their wants and resources, people demand products with benefits that add up to the most value and satisfaction.
d. Outstanding companies go to great lengths to learn about and understand customers’ needs, wants, and demands. They conduct consumer research and analyze mountains of customer data.
e. Consumers’ needs and wants are fulfilled through marketing offerings—some combination of products, services offered to a market to satisfy a need or want.
f. Marketing offerings are not limited to physical products. They also include services.
g. Customers form expectations about the value and satisfaction that various marketing offers will deliver and buy accordingly.
h. Marketers must be careful to set the right level of expectations. If they set expectations too low, they may satisfy those who buy but fail to attract enough buyers. If they raise expectations too high, buyers will be disappointed.
i. Customer value and satisfaction are key building blocks for developing and managing customer relationships. The concept of exchange leads to the concept of a market. A market consists of buyers and sellers.
Marketing activities:

Primary activities: transport or the movement of goods is a primary activity. This includes air, sea and land transport.
Auxiliary marketing activities are the following:
· Obtaining and supplying information

· Standardization and grading

· Storage

· Financing

· Risk-taking

Exchange marketing activities are buying and selling. Ownership is transferred from one party to another. Buying activities are not regarded as a marketing task but rather as the responsibility of a business’s purchasing department. Selling, on the other hand, is a very important task of the marketing department of a business. These marketing activities have been influenced by the orientation towards markets which have prevailed at the time.
 Defining marketing
 Marketing is a combination of management tasks (planning, implementation and control) and decisions (4P’s) aimed at meeting opportunities (favourable circumstances) and threats (unfavourable circumstances) in a dynamic environment (continually changing) in such a way that market offerings lead to the satisfaction of consumer needs and wants and that the objectives of the business (profitability) the consumer (needs satisfaction within the resources and abilities of the business) and society (ensuring the well being of society in the long run)
Retailing in South Africa
At present, South Africa has a sophisticated retail infrastructure in the urban areas that compares favourably with First World retailers. The infrastructure in the rural areas and the townships, however, is not fully developed. This is because there is still much reliance on the older forms of retailing, such as the general dealer, while in the rural areas even the pedlar is still being used to supply the retailer and to sell directly to the public. The townships and rural areas are also the places where the best growth opportunities exist because of the redistribution of income to consumers living in these areas.
SUMMARY
In this study unit we discussed the nature of marketing and referred in particular to retailing. Make sure you understand all the marketing terminology as it forms an integral part of what marketing is all about.
Orientation to markets
LEARNING OUTCOMES:

After studying this unit you will be able to explain:

· Orientation to markets

· Production orientation

· Sales orientation

· Marketing orientation (pure marketing concept)

· Societal marketing orientation

· Relationship marketing

INTRODUCTION:

Marketers need to be good at building relationships with customers, others in the company, and external partners. To do this effectively, they most understand the major environmental forces that surround all of these relationships. A company’s marketing environment consists of the actors and forces outside marketing that affect marketing management’s ability to build and maintain successful relationships with target customers. Successful companies know the vital importance of constantly watching and adapting to the changing environment.

Marketing Management Orientations
· The production concept holds that consumers will favor products that are available and highly affordable. Management focuses on improving production and distribution efficiency. The production concept can lead to marketing myopia.
· The selling concept holds that consumers will not buy enough of the firm’s products unless it undertakes a large-scale selling and promotion effort. This concept is typically practiced with unsought goods—those that buyers normally do not think of buying. Most firms practice the selling concept when they face overcapacity. Not only sales to final consumers emphasized but intermediaries are also encouraged to push (promote) a manufacturers products more aggressively. The major short-coming is a lack of understanding of the needs and wants of the market place. Mail order businesses and door-to-door salesmen disregard most of these orientations.
· The marketing concept holds that achieving organizational goals depends on knowing the needs and wants of target markets and delivering the desired satisfactions better than competitors do. This concept is customer centered. A marketing-orientated retailer regards the following aspects as important: sales message, product price, product quality, product packaging and distribution and the marketing information consumers receive by means of advertising.
This orientation to marketing led to the development of the pure marketing concept, which is an ethical code according to which all marketing tasks are performed. If an organization has a marketing orientation it means that it makes a profit by satisfying consumer’s needs and wants. The marketing concepts consist of three essential elements:
· Customer orientation, where all the organization’s actions are aimed at satisfying consumers’ wants and needs.
· Profit orientation, whereby the organization achieves its own profitability objectives by providing market offerings that satisfy consumers’ wants and needs.
· Organizational integration, which means that all functions or departments in an organization should work together in order to be successful in achieving the organization’s objectives.
Societal marketing orientation
The societal marketing concept holds that marketing strategy should deliver value to customers in a way that maintains or improves both the consumer’s and the society’s well-being.
Cause-related marketing

Corporate and social responsibility has grown beyond simply giving a cheque to a charity or other organization, and then telling everybody about it.

The potential benefits that cause-related marketing (CRM) offer are:

· An increase in sales
· Company reputation enhancement
· Enhancement of company brand

· Attraction of new customers

· Appeal to employees, which increases employee loyalty

· Benefit to partner company

Six principles of successful cause-related marketing 

· Integrity. Adhering to the highest ethical standards in all CRM activities and relationships.

· Transparency. Ensuring that the communications between the partners ad with consumers are legal, decent, honest, truthful and clear.

· Sincerity. Providing strength and depth to the relationship with a non-profit organization or cause.

· Mutual respect. Appreciating the intrinsic value the non-profit organization brings to the CRM partnership.

· Partnership. Ensuring that both sides share the risk and rewards.

· Mutual benefit. Ensuring that all parties’ objectives are being met.

The Call for More Ethics and Social Responsibility
· Marketers are re-examining their relationships with social values and responsibilities and with the very earth that sustains us.
· Today’s marketers are being called upon to take greater responsibility for the social and environmental impact of their actions.

Relationship marketing:

Consumers usually face a broad array of products and services that might satisfy a given need. How do they choose among these many market offerings? Customers form expectations about the value and satisfaction that various market offerings will deliver and buy accordingly. Satisfied customers buy again and tell others about their good experiences. Dissatisfied customers often switch to competitors and disparage the product to others. Marketers must be careful to set the level of expectations. If they set expectations too low, they may satisfy those who buy but fail to attract enough buyers. If they raise expectations too high, buyers will be disappointed. Customer value and customer satisfaction are key building blocks for developing and managing customer relationships.

People and processes must be added to the existing four P’s to ensure full customer satisfaction. The people are the employees who must be well trained in customer service and realize that their job security ultimately rests on the success of the business. Processes are integral parts of the production, administration and marketing functions.

Close relationships, especially with important groupings, must be maintained. The following groups can be identified:

· Current customers

· Potential customers

· Suppliers

· Potential employees

· Reference groups

· The influences such as government

· Current employees
Relationship marketing is, in fact, the essence of a market-driven approach to marketing management.

SUMMARY
In this study unit we discuss the various marketing orientations and relationship marketing.
THE MARKETING PROCESS
LEARNING OUTCOMES:

After studying this unit you should be able to explain:

· The marketing process

· The marketing function of the business

· The management task in marketing

· Marketing challenges that lie ahead

INTRODUCTION:

Today’s successful companies - whether large or small, for profit or not for profit, domestic or global – share a strong customer focus and a heavy commitment to marketing. The goal of marketing is to build and manage profitable customer relationships. Marketing seeks to attract new customers by promising superior value and to keep and grow current customers by delivering satisfaction. Marketing operates within a dynamic global environment that can quickly make yesterday’s winning strategies obsolete. To be successful companies must be strongly market focused.

THE MARKETING PROCESS
Outstanding marketing companies go to great lengths to learn about and understand their customer’s needs, wants and demands. This understanding helps them to design satisfactory market offerings so that they can build value-laden customer relationships thereby capturing customer lifetime value and a greater share of customer. This results in long term customer equity.
As seen from figure 1.4 (pg24) in your prescribed book, the marketing manager must take the following variables into account when making decisions on product offerings in order to maximize the organizations profits:

· The product

· The distribution channel

· The marketing message

· The price

The organizations target market consists of consumers with needs and the financial means to satisfy these needs. The target market sacrifices money in exchange for the organization’s product offering in order to satisfy their needs. The company must decide who it will serve, this is done by dividing the market into segments of customers (market segmentation) and selecting which markets it will target with its product offering.

THE MARKETING FUNCTION OF THE BUSINESS
Marketing can be regarded as a key function in any business as it contributes to profits and also maintains a close relationship with customers. Marketing must interact with other functional departments for maximum efficiency. These departments include the following:

· Operations function

· Human resources function

· Finance

· Purchasing

· Public relations

· Information

· Marketing

· General management

MANAGEMENT TASKS IN MARKETING

· Identifying opportunities and threats in the marketing environment

· Identifying those opportunities which can be utilized in terms of internal strengths and weaknesses

· Compiling marketing data

· Selecting a specific target market

· Deciding on the products to be produced in order to satisfy consumer needs

· Deciding on the selling price of the product in order to attain the objective of profitability

· Deciding on specific distribution channels

· Deciding on marketing communication methods whereby consumers are informed, reminded and persuaded

· Deciding on selection, training, remuneration and motivation of marketing personnel

· Organising and leading the activities of the marketing department

· Controlling the marketing process

As you will see from figure 1.5 these responsibilities form part of the following primary management tasks:

· Planning, which entails examining the various ways of utilising marketing opportunities

· Implementation, which entails organising and coordinating tasks and resources to achieve the organisation’s objectives

· Control or evaluation, which entails comparing actual performances with the marketing plans that have been drawn up

MARKETING CHALLENGES THAT LIE AHEAD
Various trends may be identified in the market environments that are changing the face of marketing and at the same time challenge organisations’ marketing strategies. These trends include:

· Growth of non-profit marketing

· Globalisation

· Changing world economy

· Call for a more ethical and socially responsible approach to marketing

In addition to these challenges, there are others that affect the way in which retail organizations’ operate. These include the following:

· The rise of the single-person household

· Shifting social values and shopping behaviour

· Urban retail renaissance

· The changing needs of the middle-aged

· Youth: more fashion, more violence

SUMMARY
In this study unit we discussed the marketing process by means of which the product offering is transferred to the final consumer. We also discussed the place of the marketing function in the overall structure of an organisation, as well as the various marketing challenges that marketing managers have face.

