MARKETING

A Market is a place where buyers and sellers meet to conduct purchases and sales. However a place may not be a physical location it may be a virtual place such as the internet or stock exchange.

Marketing is defined as the discovery and satisfaction of human needs and wants at a profit.

It can also be defined as the management process responsible for identifying, anticipating and satisfying consumer requirements profitably.

Types of markets

1. International Commodities Market- this is where goods are bought and sold in very large quantities such as millions of tones. Commodities such as wheat, wool, tea and other agricultural products are traded.

2. Agricultural exchanges – this is your local market place where goods are traded at wholesale prices.

3. Futures Market – In this market goods are bought and sold even before they are harvested such as wheat or blue mountain coffee.

4. The bullion market – This is where gold, silver and other precious metals are traded.

5. Stock exchange – This is where stocks and bonds are traded.

Marketing involves making decision concerning the four P’s which are called the marketing mix. The four P’s are:

1. Product – This refers to the types of goods and services produced e.g. quality, size, design and packaging.

2. Price – This involves the firm arriving at the price of the product. It also involves the firm expanding its sales through discounts, credit terms and special offers.

3. Promotion – This is the firm’s way of  making customers aware that the product exists and influencing them to purchase the product. This may include advertising, sales promotion, personal selling and public relations.

4. Place – In this area the firm is concerned with how the goods get to the consumer and what channels of distribution are used e.g. wholesalers, retailers or direct distribution.

PRODUCT

A product may be a good or a service. Hence the firm has to consider certain factors when determining its product: size and shape, colour, style and fashion, services, brand name, packaging, quality and quantity etc.

Before a product is sold there are several strategies or concepts that may be used:

Sales concept – This is where the firm tries to sell something before learning what the customer wants.

Marketing concept – This is where the firm looks at what customers want and then try to meet this demand.

Customer concept – This is when the firm chooses to do what customers want before the goal of the firm.

However to find out what customers want the firm must conduct market research.

Market research is the process of finding out about a particular marketing problem or situation by gathering, analyzing and interpreting information in a systematic way.

Stages in market research:

1. Identify or define the actual marketing problem – 

i. Fundamental market research- what do customers want?

ii. Product development – What is the preferred size, colour or shape?

iii. Distribution – How should the firm sell its product?

iv. Advertising – What is the best possible way to make customers aware?

2. Find and develop the likely sources from which a firm may get information – 

i. Primary data – Collect information from a likely buyer.

ii. Secondary data – Use information already in existence.

3. Collect the information – This could be done through questionnaire, survey or interview. Also through the use of books and other published material.

4. Analyse the information.

5. Present the findings

REASONS FOR CONDUCTING MARKET RESEARCH

· To allow the businessman to make an informed decision.

· To produce what consumers want.
· To identify consumer behavior and competitors. 

· To forecast sales and profit.

BRANDING

Branding is a form of trademark. The mark or symbol is put on the label and affixed to the product so that other producers would not use this particular mark or symbol on their product.

Reasons for branding

· To provide legal protection for ownership rights

· To be able to promote the product more easily through advertising

· To promote the firms image by using the name of the firm as the brand

· To gain greater control over the products on the product line

· To be able to distinguish between products or imitations

PACKAGING

After a product is produced it is wrapped, bottled or boxed this is known as packaging.

Reasons for packaging

· To protect the product from damage or spoilage

· To enable them to be branded easily

· To facilitate handling, transportation and distribution

· To make the product easily identifiable 

· To attract customers

LABELING

This is a feature of packaging and consist of printed information which describe a product.

Reasons for labeling

1. Identification

2. Grading

3. Product description

THE PRODUCT LIFE CYCLE

All products have a life cycle which describes the way in which sales rise and eventually fall. A product has four stages in its life cycle.

INTRODUCTION – The product is developed. Many expenses are incurred in market research, production, advertising and distribution. Sale revenue is little or none because consumers are now getting to know the product. Some products do not pass this stage if consumers are not impressed.

GROWTH – If the product is accepted by consumers sale and profits rise steadily. Advertising and other promotional activities intensify.

MATURITY – The market is established, sales may not increase and the firm may face greater competition from new products, imitations or similar products. The firm will make every effort to maintain sales with price-cutting, more aggressive advertising and promotions and product differentiation.

DECLINE – Sales stop increasing therefore profit begin to fall. Some firm accept this and abandon the product altogether while others will try to revive the market by adding a new feature to the product. Some goods never reach the decline stage such as necessities e.g. salt, matches etc.

PRICE

Price is the amount that is asked for a product. Price is an important decision and is dependant upon the objectives of the firm. Therefore price must be 

· Attractive to customers

· Competitive

· Enough to cover cost of production and gain a profit.

Factors affecting price are:

· Discounts



· Credit allowances

· Promotions



· Pricing strategy

Pricing is both a marketing activity and a marketing strategy. Pricing as a strategy involves any pricing policy by a firm to gain market attention. Some strategies are:

1. Penetration pricing – Pricing a product below that of its competitors to gain market share.

2. Price lining – This involves a seller who identifies different segments in a market and prices a product to match each segment.

3. Price discrimination – Prices may very between customers and markets.

4. Loss leading – Firms use special offers and discounts in order to attract new customers.

5. Skimming – This involves selling a new product at a high introductory price because some customers are anxious to have it.

6. Dumping – Products may be sold below cost or at a loss just to obtain some income from them.

Factors that determine price are:

1. Cost – there are fixed cost ( Cost which does not vary with output e.g. rent or water) and variable cost ( cost that varies directly with output e.g. labour, raw material) However price must cover cost.

2. Profit margin or mark- up – Price is dependant upon how much profit that the firm want to make. The higher the profit the higher the price.

3. Pricing strategy – Price is affected and is dependant upon which one of the above pricing strategies is used by the firm.

4. Market forces – The intersection of the demand and supply for the good and of the good in the industry will determine the price. This is only if the firm is a price taker.
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PROMOTION

Promotion involves telling customers about the product, making them aware and persuading them to purchase the product.

There are FOUR types of promotion:

· Advertising

· Sales promotion

· Personal selling

· Public relations

ADVERTISING

Types of advertising:

1. Informative – This type aims at informing and educating the consumer about a particular product or service, e.g. making the public aware of a new product, a change in the price of a product, or an explanation of hoe a product works.

2. Persuasive – This aims at persuading or convincing the consumer to buy the product.

3. Competitive – In this type the producer tries to gain market share by telling the good points about his products and comparing these to his competitors.

4. Collective, generic or cooperative – This aims at getting the public to buy a product in general without focusing on a particular brand e.g. milk juice.

Advertising can be direct in the form of Circulars, catalogues, samples or souvenirs. It can also be indirect in the form of Newspapers, magazines, posters, television, displays, slides, exhibitions or mikes.

Advantages of advertising

1. It makes consumers aware of various product choices available to them.

2. It encourages competition by keeping consumers aware of various product choices.

3. It increases sales by keeping the cost down through the economies of scale.

4. It promotes demand, thus making mass production possible.

5. Through mass production more people are employed.

6. It contributes to reducing the price of newspapers and magazines.

7. It encourages the production of goods at higher standards.

Disadvantages of advertising

1. Most advertisements are aimed at persuading people to buy products whether they need them or not.

2. They sometimes deceive the public by exaggerated or untrue claims.

3. The cost of advertising is usually borne by the consumer.

4. Resources that could be utilizes in a better way are sometimes wasted.

5. Some advertisements are harmful because they encourage unhealthy, antisocial habit and behaviours.

SALES PROMOTION

These are short term incentives given to wholesalers, retailers or consumers by a firm to encourage sales. Sales promotion is usually used to support advertising or personal selling. Due to the expense involved it is usually a one time effort and is run for a limited period. Examples of sales promotion are: Free samples, Coupons, price discounts, cash refunds, extra product for the same price, contests and trade shows.

PERSONAL SELLING

Personal selling is a presentation made by individuals representing a sponsor to prospective buyers to persuade them to buy a product. This includes pre- sale and after sale service. They include sales clerks and merchandisers.  

PUBLICITY/PUBLIC RELATIONS

This is a long term strategy aimed at enhancing the image of the company and of any individual product. It includes: Press releases, Sponsored activities, scholarships, uniforms and other attire for workers so that even after working hours they are still advertising the firm.

PLACE

 In marketing place is seen as the way in which a product is distributed to reach the consumer.

Distribution refers to the process through which goods and services go on their way to the consumer.
CHANNELS OF DISTRIBUTION.



FACTORS INFLUENCING THE CHANNELS OF DISTRIBUTION

COMPANY FACTORS

A company which is financially strong will be able to afford a sales team or vehicles and can sell directly to the consumer. However firms which are smaller or not as financially viable may choose to use intermediaries to get the goods to the consumer.

MARKET FACTORS
If a market is large and scattered over a wide area a producer may decide to engage a sales force to sell directly to it. If a market is not necessarily large but is scattered over a vast area, middlemen could be used at various intervals to make distribution more effective.

PRODUCT FACTORS

The nature of the product determines to a large extent the channels used for its distribution. Bulky products such as cane or bauxite may require a more direct means of distribution. Dry , non-perishable goods can easily be distributed by intermediaries while perishable goods may require a more direct channel. A service is also a direct means of distribution.

WHOLESALERS
Wholesalers purchase goods in large quantities and then distributes in smaller quantities of one product or a variety of products to retailers or consumers.

FUNCTIONS OF THE WHOLESALER

· Finance – Producers do not have to wait until goods are sold to consumers before collecting cash and this increases cash flow.

· Provision of warehousing – Since producers manufacture large quantities and wish to sell quickly, wholesalers enable them to do so by buying goods in bulk and storing them until retailers are ready for them.

· Marketing – Promote the sale of goods for the producer through discounts etc.

· Maintain stability of prices – By maintaining large stores of goods wholesalers are able to influence price by regulating supply.

· Delivery – Provide delivery service to retailers.

· Provide useful information – Information such as quantity sold and area of sales are critical to the marketing of the good.

· Choice – Allows retailers and consumers to choose from a variety of products from a variety of locations.

Reasons for a decline in wholesalers

· Many producers have decided to carry out their own retailing

· Pre-packaged and branded goods are on the increase.

· Producers have decided to sell directly to retailers.

· Large retailers have decided undertake their own wholesaling.

RETAILERS
Retailers purchase goods from producers or wholesalers and sell in smaller quantities directly to consumers.

FUNCTIONS OF THE RETAILER

· Place goods in convenient, saleable condition for consumers.

· Provide a variety of goods 

· Make goods available in convenient quantities

· Make goods available in convenient locations

· Provides pre-sale and after- sale service

· Make credit available to consumers

· Provides delivery service

· Provides goods at suitable times for consumers.

Types of retailers

Street traders

Independent retailers

voluntary chains


vending machines
Mail order houses

e-commerce 

Multiple shops

Department stores

Supermarkets

Hypermarkets

Specialty Shops

Mobile shops

CONSUMERISM

A consumer is any individual or group that derives satisfaction from goods and services through the process of exchange.

Consumerism refers to all the activities of consumers as they engage in the process of exchange focusing on the rights and responsibilities of the consumer.

Types of consumers 

· Consumers of goods 

· Consumers of services

· Consumers of credit

Reasons for consumer protection.

· Misleading prices or price reductions

· Making false claims about products

· Using inferior or even dangerous raw material

· Fixing prices through collusion so that they are artificially high

· Giving consumers incorrect weights and measures

· Treating consumers unfairly when they make complaints or return faulty products.

There are a number of ways that consumers may receive protection.

1. Through self- protection – where consumers make it their business to learn their rights and responsibilities and protect themselves by shopping wisely and making use of channels that are in place for redress.

2. Through private organizations such as consumer associations which educate and lobby for legislation to be put in place to protect consumers.

3. Through government agencies – such as the bureau of standards, ombudsman, fair trading commissions, and the consumer affairs commission who by legislation have the responsibility to ensure that consumers are protected.

Rights of the consumer

1. The right to redress

2. The right to consumer education

3. The right to safety

4. The right to be heard

5. The right to be informed

6. The right to choose

7. The right to basic needs

8. The right to healthy environment

The government protect consumers by creating legislation such as : 

· The Standards Act

· The Food and Drugs Act

· The Public Health Act

MARKET STRUCTURES

These are the ways in which markets are designed or organized in order for firms to sell their products.

Perfect Competition

This market does not exist in the real world but gives a theoretical idea of what a perfect market is to allow comparison.

Characteristics of perfect competition

a) Very large number of buyers and sellers.

b) All buyers and sellers can trade as much as they are able to at the ruling market price.

c) No buyer or seller can influence the ruling market price. Price takers

d) All buyers and sellers have the same knowledge about the market.

e) The product is uniform or homogeneous, that is similar in all respects.

f) In the long run firms can enter or leave the market as they please.

IMPERFECT COMPETITION

MONOPOLY

Characteristics of a monopoly

a) One firm only in the industry.

b) The production of a product with no close substitutes

c) There is no entry of other firms. Firms may be barred from entering.

d) Legal prohibition of new firms due to the fact that many firms may create technical difficulty e.g. Water, electricity and postal services.

e) Some firms may control the source of supply such as minerals, oil etc.

f) It may be government policy to establish a single buying and selling agency.

g) Some firms may not have the technical knowledge to get into the market.

h) The costs may be to high to be borne by the new firm.

i) The firm is a price setter.

MONOPOLISTIC COMPETITION

This market is a cross between a perfect competition and a monopoly.

Characteristics of monopolistic competition:

a) There is product differentiation.

b) A downward sloping demand curve.

c) Free entry and exit into the industry.

d) Competition among sellers.

Examples: KFC, Burger King, Hi-Lo etc.

OLIGOPOLY

An Oligopolistic market is one in which few firms dominate and which result in a high concentration of sales. Firms may produce identical products referred to as Perfect Oligopoly or differentiated products referred to as Imperfect Oligopoly. Where there are two firms only in the industry it is referred to as a Duopoly. There is constant competition in this market and firms are always seeking strategies to gain market share and put competitors out of business.

Sometimes firms within this market structure may come together or collude to form a cartel. This sometimes serve oligopolists since doing so will reduce uncertainty and also achieve an outcome better than if they had stayed competitive.

Characteristics of an Oligopoly

a) Firms are price setters.

b) Firms may produce identical or differentiated products.

c) There are barriers to entry and exit.

d) Prices are likely to be stable, because firms may believe that changing the price will give them no advantage.

Examples: Banks in Trinidad and Tobago.

GOVERNMENT INFLUENCE ON MONOPOLIES AND CARTELS

Governments set laws and regulations to restrict the power of private monopolies and the formation of cartels. Their aim is to protect the consumer as monopolies and cartels tend to maximize profit by restricting supply, increasing prices, cutting costs and selling inferior products. In addition they restrict choice and there is no incentive for efficiency or improvements in productivity.

On the other hand the firm may reap the economies of scale and pass the benefits on to the consumer in the form of lower prices or higher quality products.
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