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CHAPTER
1

INTRODUCTION
OF MARKETING

Chapter Objectives

After reading this chapter, you should be able to:
1. Know about the discovery and development of marketing.
Understand what marketing is.
Understand and grasp the core marketing concepts.
Explain what TOM and ROQ are.
Grasp the production concept, the product concept, the selling concept,
the marketing concept, and the societal marketing concept.
6. Grasp the differences between the selling concept and the marketing con-
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7. Understand what integrated marketing, internal marketing, and external
marketing are.

8. Explain what strategic planning, marketing planning, and marketing plan

)
2
o

9. Grasp the structure of the marketing plan.

10. Understand what business mission, marketing objective, SWOT analy-

sis, and marketing mix are.
T D P e, B ™ WW@@N@@@@@@@«“@@«&@@

M@@N@@@@@N@@@NN@@@@W@@

1.1 A Brief History of Marketing Management

The development of marketing began early in the twentieth century in the United States. It
is closely related with the development of commodity economy and the gradual progress of the en-

terprise business philosophy. Usually, the evolution process of marketing can be classified as fol-
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lOWS:

I . Period of Discovery (1900-1920)

The main capitalist countries underwent the Industrial Revolution during this period. A sell-
er’s market where demand exceeds supply appeared due to the rapid increase of productivity,
high-speed development of urban economy, and an increased demand of goods. Under such cir-
cumstances, realizing the value of enterprise products was no longer a problem. Marketing ap-
peared as an answer to the needs caused by this situation.

Marketing study pioneers appeared in this period. Among them the most famous ones were
Arch W. Shaw, Ralph Star Bulter, John B. Swirniy, and J. E. Hagerty. Hagerty was a professor
in Harvard and he published the first marketing textbook in 1912 after visiting the owners of sev-
eral enterprises and understanding how they were conducting their marketing activities.
Hagerty’s book became a milestone that marked the beginning of marketing as an independent
discipline. The principles and concepts covered in this textbook were not the same as those includ-
ed in modern marketing; it was mainly concerned with distributing and advertising.

Arch W. Shaw published the book “Some Problems in Market Distribution” in 1915, taking
the lead in isolating business-related activities from production-related activities and considering
the functions of distribution as a whole. However, he did not yet use the term “marketing”, but
regarded it as the “distribution process”.

“The marketing process begins when the manufacture process ends” was the marketing theo-
ry at this stage and it was based on traditional economics. It also suited the production concept,
regarding supply as the centre.

[I . Period of Functional Study (1921-1945)

Marketing functional study was the characteristic at this stage. Renowned representatives of
this phase were F.E.Clark, L..D.H. Weld, Alexander, Sarfare, Ilder, and Alderson.

Clark and Weld carried on overall argumentation on American agricultural product market-
ing, pointing out that the purpose of marketing is to make products smoothly transfer from farm-
ers to buyers. This course included three important and interrelated concepts: centralizing (pur-
chasing agricultural surplus), balancing (regulating supply and demand), and dispersing (break-
ing up the whole agricultural product into parts). It involves seven kinds of marketing functions:
centralizing, storing, financing, undertaking the risk, standardizing, promoting and transport-
ing.

The book “Principles of Marketing” that Clark published in 1942 innovated functional study
to some extent. It summarized the overall function as exchange function, entity distribution func-
tion, supportive function etc. It highlighted that promoting means creating demand, which is ac-
tually the rudiment of marketing.

[l . Period of Formalization and Consolidation (1946-1955)

The most representative people of this period were Vaile, Grether, Cox, Maynard, and
Beckman. A book entitled “ Marketing in the American Economy” by Vaile, Grether, and Cox

was published in 1952. This book explains comprehensively how marketing distributes resources,
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guides the use of resources and particularly the use of rare resources. The book also covers how
marketing influences individual assignments, and how personal income restricts marketing. In ad-
dition, the book states that marketing also involves offering products that adjust to the market. In
the same year, Maynard and Beckman defined the term marketing in “ Principles of Marketing”
as “those actions that affect the exchange of goods or the transfer of the ownership of goods and
all essential enterprise activities that serve goods entity assignment”. Maynard summarized five
different approaches to marketing studies: merchandise study, institution study, history study,
cost study, and function study.

Therefore, the principles of marketing and approaches to its study had already been summed
up in this period. Traditional marketing took shape then.

IV . Period of Management-Oriented Marketing (1956-1965)

The top representative scholars in this period were Wroe Alderson, John. A. Howard, and E.
J. McCarthy.

Alderson advanced the term “functionalism” in one of his books, entitled “ Marketing
Behavior and Executive Action” . Howard took the lead in proposing and describing the market-
ing theory and its application in terms of marketing management. He studied the issue of market-
ing management in terms of the relation between the enterprise environment and marketing tac-
tics. In addition, he emphasized that enterprises must adapt to the external environment. Mec-
Carthy brought up new opinions on marketing management in his “Basic Marketing” published in
1960. He regarded consumers as a specific group, namely “target market”, and suggested that to
realize business objectives enterprises should focus on marketing strategies that adapt to the exter-
nal environment and meet customer demands.

V . Period of Coordination and Development (Since 1966)

Marketing was separated from economics gradually and combined with theories such as man-
agement science, behavior science, psychology, social psychology, and so on. The marketing the-
ory became more mature in this period.

George S. Downing introduced the systematic approach to marketing studies. He considered
a company as a marketing system, which offers products and services to current or potential cus-
tomers through various channels. This was achieved by means of pricing, promotion, and distri-
bution. In addition, he pointed out that as a system, the company exists in a big structure com-
prised by markets, resources, and all kinds of social organizations. Companies are influenced by
and act on the big structure simultaneously.

Philip Kotler, a famous American marketing professor, published a book called “ Markéting
Management : Analysis, Planning , and Control” in 1967, in which modern marketing theories
were discussed to a greater extent and more systematically. He made a highly influencing defini-
tion for marketing management as the analysis, planning, implementation, and control of pro-
grams designed to create, build, and maintain beneficial exchanges with target buyers for the pur-
pose of achieving organizational objectives. Furthermore, he pointed out that the marketing man-

agement should involve analyzing marketing opportunities, carrying on marketing researches,
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making marketing strategies and tactics, and constituting, executing, and adjusting marketing
plans.

Kotler differed from the traditional marketing definition in which the task of marketing
management is only to stimulate consumer demand, and further proposed that marketing manage-
ment also involves influencing the level, time, and constitution of the demand, and therefore its
essence is demand management. He expanded the range of marketing applications by stating that

marketing is the human activity that is related to the market and suitable for both profit and non-
profit organizations.

Kotler put forward the “Mega Marketing” theory in 1984, in a situation that trade protec-
tionism resumed and the state of closing markets appeared in domestic and international market.
Mega Marketing, namely 6Ps, is adding 2Ps—political power and public relations—to original
4Ps. He proposed a strategy on which enterprises should not only passively adapt to the external
environment, but should make efforts to influence the external environment actively.

s Xpressie
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. evolution n. &J&,i# &, HE
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keting{ B BWHFIRHE), Marketing in the American Economy(EEZFFPHTHE ), Marketing Behavior
and Executive Action{ T 5 B $5E S M B 1T H), Basic Marketing (BT T 3% B 8 %), Marketing Manage-
ment : Analysis, Planning, and Control{ Wi S EMEHE . S8 It M 5EH).

3. Arch W. Shaw published the book “Some Problems in Market Distribution” in 1915, taking the lead in

isolating business-related activities from production-related activities and considering the functions of distribution as a
whole. FTH]-W. 4 F 1915 FEHIR TCEFAHE T RE) — B, RELHLEINEFEIH R IHE LR,
B R BRI EREE

4. Howard took the lead in proposing and describing the marketing theory and its application in terms of mar-
keting management. He studied the issue of marketing management in terms of the relation between the enterprise

environment and marketing tactics. In addition, he emphasized that enterprises must adapt to the external environ-
ment. BRMBENEMEHEAFERRTHEMELNNA AL FEMNEHRBAEXRRTRAES
& I A B, 3 58 R 4 b 0 2035 R SRR IR IR .

1.2 The Concept of Marketing Management

1.2.1 What is Marketing

What does the term marketing mean? Many people think of marketing only as selling and ad-
vertising. However, selling and advertising are only the tip of the marketing iceberg. Although
they are important, they are only two of many marketing functions, and are often not the most
important ones.

Today, marketing must be understood not in the old sense of making a sale—"telling and
selling”—but in the new sense of satisfying customer needs. If the marketer does a good job of
understanding consumer needs, develops products that provide superior value and prices, dis-
tributes, and promotes them effectively, these products will sell very easily.

We define marketing as a social and managerial process by which individuals and groups ob-
tain what they need and want through creating and exchanging products and value with others.

Figure 1.1 shows the main actors and forces in a modern marketing system. In the usual
situation, marketing involves serving a market of end users in the face of competitors. The com-
pany and the competitors send their respective products and messages to consumers either directly
or through marketing intermediaries. All of the actors in the system are affected by major envi-
ronmental forces (demographic, economic, physical, technological, political/legal, social/cultur-

al).

1. intermediary n. [
2. demographic adj. AASEIHE¥H

1. We define marketing as a social and managerial process by which individuals and groups obtain what they
need and want through creating and exchanging products and value with others. & {14 T % BHEH :MAFA
FESAE RS MALR=SANERKBBNARNAEHHEGOEELE,
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Environment
Company 1
(Market)
. Marketing End user
Suppliers . o
intermediaries market
Competitors T

Figure 1.1 Main actors and forces in a modern marketing system
Sources: Philip Kotler, Gary Armstrong. Marketing . Prentice Hall, 1996

1.2.2 Core Marketing Concepts

To explain the above definition of marketing, we examine the following core concepts:needs,

wants, and demands; products; value, satisfaction, and quality; exchange, and transactions;and

markets. These concepts are illustrated in Figure 1.2.

Needs,
wants,and Products
ﬁdcmnds @
Value,
Markets satisfaction,
and quality

% EXchange a
transactions

Figure 1.2 The core concepts of marketing
I . Needs, Wants, and Demands

The most basic concept underlying marketing is that of human needs.

Human needs are
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states of felt deprivation. They include basic physical needs for food, clothing, shelter, and safe-
ty, social needs {or belonging and affection, and individual needs for knowledge and self-expres-
sion. These needs are not invented by marketers; they are a basic part of the human makeup.

Wants are the form taken by human needs as they are shaped by culture and individual per-
sonality. A thirsty person in China may want a cup of green tea. A thirsty person in the United
States may want a bottle of Coca-Cola. Wants are described in terms of objects that will satisfy
needs.

People have almost unlimited wants, but have limited resources. Thus, they want to choose
products that provide the most value and satisfaction for their money. When backed by buying
power, wants become demands. Consumers view products as bundles of benefits and choose prod-
ucts that give them the best bundle for their money. Thus, a Honda Civic means basic transporta-
tion, low price, and fuel economy. A Mercedes means comfort, luxury, and status. Given their
wants and resources, people demand products with the benefits that add up to the most satisfac-
tion.

Outstanding marketing companies go to great lengths to learn about and understand their
customers’ needs, wants, and demands. They conduct consumer research about consumer likes
and dislikes. They analyze customer inquiry, warranty, and service data. They observe customers
using their own and competing products and train salespeople to be on the lookout for unfulfilled
customer needs.

In these outstanding companies, people at all levels—including top management—stay close
to customers. For example, top executives from Wal-Mart spend two days each week visiting
stores and mingling with customers. At Motorola, top executives routinely visit corporate cus-
tomers at their offices to gain better insights into their needs. Understanding customer needs,
wants, and demands in detail provides important input for designing marketing strategies.

Il . Products

A product is anything that can be offered to a market for attention, acquisition, use, or con-
sumption that might satisfy a want or need. In addition to goods and services, products include
persons, places, organizations, activities, and ideas. Consumers decide which places to visit on
vacation, which entertainers to watch on television, and which ideas to adopt. To the consumer,
these are all products. If at times the term product does not seem to fit, we could substitute other
terms such as satisfier, resource, or offer.

Many sellers make the mistake of paying more attention to the specific products that they
offer than to the benefits produced by these products. They see themselves as selling a product
rather than providing a solution to a need. A manufacturer of drill bits may think that the cus-
tomer needs a drill bit, but what the customer really needs is a hole. These sellers may suffer from
“marketing myopia”. They are so taken with their products that they focus only on existing
wants and lose sight of underlying customer needs. These sellers will have trouble if a new
product comes along that serves the customer’s need better or less expensively. The customer

with the same need will want the new product.



