
PRINCIPLES OF MARKETING

JANUARY 1, 2017
THE UNIVERSITY OF MELBOURNE



The Market-Oriented Firm and Value Creation
MARKETING DEFINITION
The process of maximising returns to stakeholders by developing exchanges with valued customers and 
creating an advantage for them.

∑ Customers receive advantage through exchange
∑ Marketing is the delivery of customer value and satisfaction at a "profit"

Exchanges → the provision/transfer of goods, services and ideas in return for something of value

Definition Explained
∑ Stage by stage process
∑ Advantage is from the customer's perspective

̵ What customers value from the purchase
∑ Get value back as a return from customer satisfaction

What is Marketing?
∑ More than simply advertising and selling
∑ Includes (e.g.):

̵ Monitoring market trends
̵ Conducting market research
̵ Market segmentation
̵ Product development
̵ Branding
̵ Pricing
̵ Promotion

Who is the focus of Marketing?
∑ People
∑ Those involved in the marketing process

̵ (e.g.) customers, personnel
∑ Are the focal point of all marketing activities
∑ Consumers → people who buy things for non-commercial activities
∑ Customers → consumers who buy products from a seller

Target Market
A specific group of customers on whom an organisation focuses its marketing efforts.

∑ Limited resources available
∑ Target specific "parts" of the market based on what you can offer (resources)
∑ Different companies have different focuses

(e.g.) Special K targets a mostly female health conscious consumer

Customer Value and Satisfaction
CUSTOMER VALUE
The customer's evaluation of the differences between all the benefits and all the costs of a market offering 
relative to those of competing offers.

∑ Value is based on customer perceptions and evaluations
∑ Differences between costs and benefits
∑ Cost is not only money (e.g.) time, service
∑ Can be situational → same customer values product differently in different situations

CUSTOMER SATISFACTION
The extent to which a product's perceived performance matches a customer's expectations.

∑ Get value back from customer satisfaction as a return (e.g.) money, customer loyalty



Modifying the Elements
∑ Variables are viewed as controllable
∑ Limits to how much/often they can be changed:

̵ Economic conditions
̵ Competitive structure
̵ Government regulations

∑ Modifying tangible goods is expensive
∑ Promotional campaigns take time to change

THE MARKETING MIX
The four marketing activities that an organisation controls to meet the needs of customers within its target 
market.

Marketers combine and balance these four elements when determining how to satisfy customers' needs for a 
product:
∑ Product
∑ Price
∑ Place (Distribution)
∑ Promotion

Marketers use the 4Ps as a tool for creating/delivering value to customers and getting a return, however, 
before they can develop an effective marketing mix they need to collect information about what benefits 
consumers need.

Expanded Marketing Mix
Recent suggestions to expand the 
marketing mix to include important 
variables

∑ People
∑ Physical evidence
∑ Processes
∑ Partnerships

For service products → intangible 
goods

Product Variable
∑ Deals with researching customers' needs/wants and designing a product that satisfies them
∑ Product can be anything in the market
∑ Tangible, intangible or combination

̵ Tangible (e.g.) good, services
̵ Intangible (e.g.) idea, experiences

∑ Creating/modifying brand names and packaging



Good Physical entity you can touch (e.g.) sunglasses, iPad

Service Application of efforts to provide intangible benefits (e.g.) air travel, beauty salons

Idea Concepts, philosophies, images and issues (e.g.) guidance councillor

Experience Engage customers on an emotional level (e.g.) nervous before bungee jump

Marketers need to:
∑ Create new products
∑ Modify old ones
∑ Eliminate those that no longer satisfy buyers

Price Variable
Relates to decisions/actions associated with establishing pricing objectives/policies and determining product 
prices

∑ Determines the value of the exchange → as it's an indicator of product quality
∑ Competitive tool for the company
∑ Cost of the product for the customer

̵ Includes $, time and effort

PRICING STRATEGY
∑ How you price your product for customers
∑ Can help to position yourself in the market (e.g.) higher price = higher status
∑ Put the price in between:

̵ Your cost
̵ How much customers are willing to pay

Place (Distribution) Variable
Make products available in the quantities desired in the right place at the right time

∑ How to make products available in customers' hands
∑ Important determinant of "value"
∑ Examples:

̵ Minimise costs of inventory, transport and storage
̵ Select/motivate intermediaries
̵ Establish/maintain inventory control
̵ Develop/manage transport and storage systems

∑ Internet and e-commerce makes place strategy more flexible and convenient

Promotion Variable
Inform individuals/groups about the organisation and its products/services.
∑ Aims to increase public awareness
∑ Helps sustain interest in established products
∑ Have to choose the right promotion tool for target market

̵ (e.g.) advertising, public relations, personal selling, sales promotion, viral market
∑ Key element is the message itself

THE MARKETING CONCEPT
A managerial philosophy that an organisation should try to provide products that satisfy customers' needs 
through a coordinated set of activities that also allows the organisation to achieve its goals.

Evolution of the Marketing Concept



PRODUCTION ORIENTATION
∑ Efforts focused on mass production

SALES ORIENTATION
∑ Put effort into pushing sales
∑ Short-term money return

MARKET-ORIENTED
∑ Greater attention given to customer value and satisfaction
∑ Building long-term relationships with customers

IMPORTANT INFORMATION SUMMARISED
Brief Recap
∑ Marketing is an approach to doing business and not a specialised function/department within the firm
∑ The customer is the starting point for everything we do in business
∑ Marketers have a range of powerful tools to create value for, and influence, customers

Value
∑ Value is what the customer gets in terms of what they give up

̵ Positive value → get > give up
̵ Negative value → get < give up

∑ Creating value is the fundamental focus of marketing
∑ Definition of value shifts depending on what customers look for

Benefit
∑ Customers expect to benefit in excess of the costs incurred in a market exchange
∑ Marketer expects to benefit in return (e.g.) money

Marketing is the delivery of customer value and satisfaction, at a profit. It focuses on making the right product 
available in the right place and at the right price acceptable to buyers.

Marketing mix is a design tool used to find the match between what you offer and what customers want.



Relationship Marketing & Customer Loyalty

Managing Customer Relationships
RELATIONSHIP MARKETING
∑ Establishing long-term, mutually satisfying, buyer/seller relationships
∑ Seen as key to building and capturing value

CUSTOMER RELATIONSHIP MARKETING (CRM)
∑ Marketers use personal data to better create value for customers
∑ Using customer information to create marketing strategies that develop/sustain desirable customer 

relationships

RELATIONSHIP MARKETING
Relationship marketing is attracting, maintaining and enhancing customer relationships.

∑ Long-term relationship
∑ Three stages:

1. Attracting customers
2. Maintaining customers/relationships
3. Enhancing relationships (e.g.) providing additional benefits such as frequent flyer

Why have Relationship Marketing?
Cheaper to keep existing customers than to attract new ones
∑ More resources, time, effort
∑ Loyal customers are more profitable over time

Recognising the costs of customer defections
∑ 5x more expensive to get a new customer than to retain an existing one
∑ 3-5x costlier to win back a lost customer than to find a new one

Customer Retention & Profitability
∑ Keep the relationship with the right people
∑ Selectively managing relationships allows you to:


