1. Explain concepts of marketing?

  Ans. Marketing activities should be carried out under a well-thought-out philosophy
of efficient, effective, and socially responsible marketing. In fact, there are five competing concepts under which organizations conduct marketing activities: Production Concept, Product Concept, Selling Concept, Marketing Concept, and Societal Marketing Concept.

1.The Production Concept

              The production concept, one of the oldest in business, holds that consumers prefer products that are widely available and inexpensive. In simple it assumes that goods are produced because consumers will need them in their near future. Managers of production-oriented businesses concentrate on achieving high production efficiency, low costs, and mass distribution. This orientation makes sense in developing countries, where consumers are more interested in obtaining the product than in its features. It is also used when a company wants to expand the market. This orientation makes sense in developing countries such as China.
           Example one –Texas Instruments of USA, a firm engaged in the manufacturing of calculators gained sufficient economies of scale that those to bring down prices of their product ranges it resulted to win major share of the American Calculator market.

2. The Product Concept
Product concept, which holds that consumers favor those products that offer the most quality, performance, or innovative features. Managers in these organizations focus on making superior products and improving them over time, assuming that buyers can appraise quality and performance. A new or improved product will not necessarily be successful unless it’s priced, distributed, advertised and sold properly. Product-oriented companies often design their products with little or no customer input, trusting that their engineers can design exceptional products. A General Motors executive said years ago: “How can the public know what kind of car they want until they see what is available?” GM today asks customers what they value in a car and includes marketing people in the very beginning stages of design.

Eg –Colleges ,department stores, and the post office all assume that they are offering the public the right product and wonder why their sales slip. These organizations too often are looking into a mirror when they should be looking out of the window

3.Selling concept
          This concept holds, the consumers will not buy enough of the organizations products unless it

undertakes a large selling and promotional effort. The selling concept is practiced most aggressively with unsought goods—goods that buyers normally do not think of buying, such as insurance and funeral plots. The selling concept is also practiced in the nonprofit area by fund-raisers, college admissions offices, and political parties. Most firms practice the selling concept when they have overcapacity. Their aim is to sell what they make rather than make what the market wants. It focuses on creating sales transactions rather than on building long-term, profitable relationships with customers. This can sometimes leads to long term impact on sales because dissatisfied customers do not buy again. Worse yet, while the average satisfied customer tells three others about good experiences, the average dissatisfied customer tells ten others about his or her bad experience.

4. The Marketing Concept 

The marketing concept holds that the key to achieving organizational goals consists of the company being more effective than its competitors in creating, delivering, and communicating customer value to its chosen target markets. Marketing concept proposes that an organization should focus on customer needs and wants, coordinate its efforts, and endeavour to accomplish organisational goals. Theodore Levitt of Harvard drew a perceptive contrast between the selling and marketing concepts: “Selling focuses on the needs of the seller; marketing on the needs of the buyer. Selling is preoccupied with the seller’s need to convert his product into cash; marketing with the idea of satisfying the needs of the customer by means of the product and the whole cluster of things associated with creating, delivering and finally consuming it.” The marketing concept emphasises three main principles
1. Customer-oriented planning and implementations

2. Coordination of all organisational activities

3. Coordinated marketing is critically important to achieve organizational goals.

The marketing concept rests on four pillars: target market, customer needs, integrated marketing, and profitability. The selling concept takes an inside-out perspective. It starts with the factory, focuses on existing products, and calls for heavy selling and promoting to produce profitable sales. The marketing concept takes an outside-in perspective. It starts with a well-defined market, focuses on customer needs, coordinates activities that affect customers, and produces profits by satisfying customers.
Customer Needs 

A company can carefully define its target market yet fail to correctly understand the customers’ needs. Clearly, understanding customer needs and wants is not always simple. Some customers have needs of which they are not fully conscious; some cannot articulate these needs or use words that require some interpretation. We can distinguish among five types of needs: (1) stated needs, (2) real needs, (3) unstated needs, (4) delight needs, and (5) secret needs. Responding only to the stated need may shortchange the customer. For example, if a customer enters a hardware store and asks for a sealant to seal glass window panes, she is stating a solution, not a need. If the salesperson suggests that tape would provide a better solution, the customer may appreciate that the salesperson met her need and not her stated solution. A distinction needs to be drawn between responsive marketing, anticipative marketing, and creative marketing. A responsive marketer finds a stated need and fills it, while an anticipative marketer looks ahead to the needs that customers may have in the near future. In contrast, a creative marketer discovers and produces solutions that customers did not ask for, but to which they enthusiastically respond. Sony exemplifies a creative marketer because it has introduced many successful new products that customers never asked for or even thought were possible: Walkmans, VCRs, and so on. Sony goes beyond customer-led marketing: It is a market-driving firm, not just a market-driven firm. Akio Morita, its founder, proclaimed that he doesn’t serve markets; he creates markets. Company Orientations Toward the Marketplace Why is it supremely important to satisfy the needs of target customers? Because a company’s sales come from two groups: new customers and repeat customers. One estimate is that attracting a new customer can cost five times as much as pleasing an existing one. And it might cost 16 times as much to bring the new customer to the same level of profitability as that of the lost customer. Customer retention is thus more important than customer attraction.
The major differences between selling concept and marketing concept

1. The selling concept starts with the seller and its focus is on existing products, it being seller-oriented. The

company believes in aggressive selling and other promotions. Customer value and satisfaction are no concern

for the seller. The firm produces the products first and then figures out ways to sell and make profits.

Different company departments operate without coordination.

2. Marketing orientation starts with the customer and the company strives to learn customer needs and wants,

develops appropriate products or services to satisfy the customer. Business is viewed as a customer need

satisfying activity. All departments coordinate their activities and the focus is on customer needs. Profits

are an outcome of doing the job well by the company. It requires reliable companywide information system

and maintains it. All departments are responsive to informational inputs. Everybody understands the critical

role played by marketing, a fact visibly demonstrable when the head of marketing is part of top management.

5.The Societal Marketing Concept The societal marketing concept calls upon marketers to build social and ethical considerations into their marketing practices. They must balance and juggle the often conflicting criteria of company profits, consumer want satisfaction, and public interest. Yet a number of companies have achieved notable sales and profit gains by adopting and practicing the societal marketing concept. Societal marketing concept is a management philosophy that takes into account the welfare of society, the organisation, and its customers.
6.Relationship marketing: 

From focusing on transactions to building long-term, profitable customer relationships. Companies focus on their most profitable customers, products, and channels. The term ‘relationship marketing’ refers to long-term and mutually beneficial arrangements wherein both buyer and seller focus on value enhancement through the creation of more satisfying exchanges According to Frederick F. Reichheld, the importance of customer retention can be judged by observing someof the following benefits it provides:
 Acquiring new customers can be five times more expensive than the costs involved in satisfying and retaining existing customers.

 The average company loses 10 per cent of its customers each year

 A decrease of 5 per cent in the customer defection rate can increase profit by 25 per cent to 85 per cent, depending on the industry

 The customer profit rate tends to increase over the life of retained customer.

Customer lifetime value: From making a profit on each sale to making profits by managing

customer lifetime value. Some companies offer to deliver a constantly needed product on a regular

basis at a lower price per unit because they will enjoy the customer’s business for a longer period.

.

Customer share: From a focus on gaining market share to a focus on building customer share. Companies build customer share by offering a larger variety of goods to their existing customers and by training employees in cross-selling and up-selling.

.

Target marketing: From selling to everyone to trying to be the best firm serving well-defined target markets. Target marketing is being facilitated by the proliferation of special-interest magazines, TV channels, and Internet newsgroups.

.

Individualization: From selling the same offer in the same way to everyone in the target market to individualizing and customizing messages and offerings.

.

Customer database: From collecting sales data to building a data warehouse of information about individual customers’ purchases, preferences, demographics, and profitability. Companies can “datamine” their proprietary databases to detect different customer need clusters and make differentiated offerings to each cluster.

. 7. Service Concept
 Marketing offers are not limited to physical products. They also include services, activities or benefits offered for sale that are essentially intangible and do not result in the ownership of anything.

E.g.-Banking, airlines, hotel & home repairs services.

8. Experience Concept 

Smart marketers look beyond the attributes of the products and services they sell. By orchestrating several services and products, they create brand experiences for consumers. E.g.-Disney world is an experience, Horse race, Car race

                                   CORE MARKETING CONCEPTS
Target Markets and Segmentation

A marketer can rarely satisfy everyone in a market. Not everyone likes the same soft drink, automobile, college, and movie. Therefore, marketers start with market segmentation. They identify and profile distinct groups of buyers who might prefer or require varying products and marketing mixes. Market segments can be identified by examining demographic, psychographic, and behavioral differences among buyers. The firm then decides which segments present the greatest opportunity— those whose needs the firm can meet in a superior fashion. For each chosen target market, the firm develops a market offering. The offering is positioned in the minds of the target buyers as delivering some central benefit(s). 
For example, Volvo develops its cars for the target market of buyers for whom automobile safety is a major concern. Volvo, therefore, positions its car as the safest a customer can buy. A global industry is one in which the strategic positions of competitors in major geographic or national markets are fundamentally affected by their overall global positions.Global firms—both large and small—plan, operate, and coordinate their activities and exchanges on a worldwide basis.
Marketers and Prospects 

Another core concept is the distinction between marketers and prospects. A marketer is someone who is seeking a response (attention, a purchase, a vote, a donation) from another party, called the prospect. If two parties are seeking to sell something to each other, both are marketers.
*** NEEDS, WANTS, AND DEMANDS 

The successful marketer will try to understand the target market’s needs, wants, and demands. Needs describe basic human requirements such as food, air, water, clothing, and shelter. People also have strong needs for recreation, education, and entertainment. These needs become wants when they are directed to specific objects that might satisfy the need. An American needs food but wants a hamburger, French fries, and a soft drink. A person in Mauritius needs food but wants a mango, rice, lentils, and beans. Demands are wants for specific products backed by an ability to pay. Many people want a Mercedes; only a few are able and willing to buy one. Companies must measure not only how many people want their product, but also how many would actually be willing and able to buy it.
Product or Offering 

              People satisfy their needs and wants with products. A product is any offering that can satisfy a need or want, such as one of the 10 basic offerings of goods, services, experiences, events, persons, places, properties, organizations, information, and ideas.
Value and Satisfaction

In terms of marketing, the product or offering will be successful if it delivers value and satisfaction to the target buyer. The buyer chooses between different offerings on the basis of which is rceived to deliver the most value. We define value as a ratio between what the customer gets and what he gives. The customer gets benefits and assumes costs, as shown in this equation:
Value=benefits/cost= functional benefits+emotional benefits

                                  ---------------------------------------------------

                           Monetary cost +time cost +energy cost+ psychic cost. 

Based on this equation, the marketer can increase the value of the customer offering by

(1) raising benefits, (2) reducing costs, (3) raising benefits and reducing costs, (4) raising benefits by more than the raise in costs, or (5) lowering benefits by less than the reduction in costs. A customer choosing between two value offerings, V1 and V2, will examine the ratio V1/V2. She will favor V1 if the ratio is larger than one; she will favor V2 if the ratio is smaller than one; and she will be indifferent if the ratio equals one.
Exchange and Transactions
 Exchange, the core of marketing, involves obtaining a desired product from someone by offering something in return. For exchange potential to exist, five conditions must be satisfied:
1. There are at least two parties.

2. Each party has something that might be of value to the other party.

3. Each party is capable of communication and delivery.

4. Each party is free to accept or reject the exchange offer.

5. Each party believes it is appropriate or desirable to deal with the other party.

Whether exchange actually takes place depends upon whether the two parties can agree on terms that will leave them both better off (or at least not worse off) than before. Exchange is a value-creating process because it normally leaves both parties better off.
Marketing Channels 

To reach a target market, the marketer uses three kinds of marketing channels 1.Communication channels deliver messages to and receive messages from target buyers. They include newspapers, magazines, radio, television, mail, telephone, billboards, posters, fliers, CDs, audiotapes, and the Internet. Beyond these, communications are conveyed by facial expressions and clothing, the look of retail stores, and many other media. Marketers are increasingly adding dialogue channels (e-mail and toll-free numbers) to counterbalance the more normal monologue channels (such as ads).
2.distribution channels used to display or deliver the physical product or service(s) to the buyer or user. There are physical distribution channels and service distribution channels, which include warehouses, transportation vehicles, and various trade channels such as distributors, wholesalers, and retailers. The marketer also uses
3.selling channels to effect transactions with potential buyers. Selling channels include not only the distributors and retailers but also the banks and insurance companies that facilitate transactions. Marketers clearly face a design problem in choosing the best mix of communication, distribution, and selling channels for their offerings.
Supply Chain 

Whereas marketing channels connect the marketer to the target buyers, the supply chain describes a longer channel stretching from raw materials to components to final products that are carried to final buyers. For example, the supply chain for women’s purses starts with hides, tanning perations, cutting operations, manufacturing, and the marketing channels that bring products to customers. This supply chain represents a value delivery system. Each company captures only a certain percentage of the total value generated by the supply chain. When a company acquires competitors or moves upstream or downstream, its aim is to capture a higher percentage of supply chain value.
Competition 

Competition, a critical factor in marketing management, includes all of the actual and potential rival offerings and substitutes that a buyer might consider. Suppose an automobile company is planning to buy steel for its cars. The car manufacturer can buy from U.S. Steel or other U.S. or foreign integrated steel mills; can go to a mini mill such as Nucor to buy steel at a cost savings; can buy aluminum for certain parts of the car to lighten the car’s weight; or can buy some engineered plastics parts instead of steel. We can broaden the picture by distinguishing four levels of competition, based on degree of product substitutability:
1.Brand competition: A company sees its competitors as other companies that offer similar products and services to the same customers at similar prices. Maruti might see its major competitors as Toyota, Honda, Hyundai and other manufacturers of medium-price automobiles, rather than Mercedes.

2. Industry competition: A company sees its competitors as all companies that make the same product or class of products. Thus, Maruti would be competing against all other car manufacturers.

3. Form competition: A company sees its competitors as all companies that manufacture products that supply the same service. Maruti would see itself competing against manufacturers of all vehicles, such as motorcycles, bicycles, and trucks.

4. Generic competition: A company sees its competitors as all companies that compete for the same consumer dollars. Maruti would see itself competing with companies that sell major consumer durables, foreign vacations, and new homes.
                    Efficiency vs. Effectiveness

Efficiency: 

Efficient means having internal and external processes that lead to the desired end result. Efficiency refers to having the means to produce the desired effects. 

For example, a sales team may have a weekly sales goal and it is met 90% of the time. The team is considered to be efficient in that the desired amount of sales is produced with the least amount of waste or overtime. Effectiveness in an organization is doing the right things which leads to an adaptable environment capable of competing in the future. An effective sales team does not just meet sales goals without question. An effective sales team will manage relationships with people and organizations that can prove to be the foundation for new business in the future. The effective sales team can create a viable customer base that includes high rates of retention and customer satisfaction. Instead of just focusing on making sales efficiently, the sales team should also be constantly evaluating each of its actions and procedures looking for ways the organization can be more adaptable, cost efficient, productive, innovative and customer oriented.

Effectiveness: 

Effectiveness in an organization is doing the right things which leads to an adaptable environment capable of competing in the future. An effective sales team does not just meet sales goals without question. An effective sales team will manage relationships with people and organizations that can prove to be the foundation for new business in the future. The effective sales team can create a viable customer base that includes high rates of retention and customer satisfaction Efficiency and effectiveness are applicable to all organizational functions including management or leadership, team building and employee performance, sales, production, innovation, and all internal processes including those in the business office.
        For example, an efficient accounts payable department pays company bills on time. An effective accounts payable department has a system in place which enables the company to take advantage of discounts for early payment and is able to integrate payment information with purchasing data in order to insure the least cost is incurred at all times. It is accounts payable that often becomes the information source for trending prices.
         There is another way to look at efficiency and effectiveness. An efficient organization or process will perform as expected and operates in the short term. An effective organization asks if the performance meets the mission of the organization and contributes to long term success and sustainability. An efficient organization spends the expected amount of money to produce results. An effective organization measures whether the money spent improved its ability to meet future goals. An efficient organization can produce immediate results by relying on "safety" in the words of Maslow. The facts and figures supporting the efficient production of output are safe. The effective organization looks beyond the facts and figures and builds a quality organization that is prepared for future growth. An organization should be both efficient and effective, but if there had to be a choice made between the two...effectiveness is more important. 

      In short efficiency is about doing things right, whereas effectiveness is about doing the right

things.
