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What Is Marketing? 
Did you ever stop to think that half the people on 

the earth eat only the food they can produce for them
selves? 

True, some bartering takes place among them, but 
food marketing as we think oI it is totally unknown to 
many millions of these "underprivileged." These peop le 
not only have generally poor diets and chronic food 
shortages, but they also have few of the common manu
factured necessities we enjoy, and none of the luxuries 
like radio, television, washing machines, ice boxes, re
frigerators, and automobiles. Why? Principally because 
nearly all these people are occupied producing food for 
themselves to avoid starvation. They have no surpluses 
to trade for other goods, and no time or opportunity to 
produce industrial products . 

In order to specialize in our work and production, 
each of u must be able to market what he produces. This 
permits us to exchange our output for what other men 
produce-foods, clothing, shelter, radios, automobiles . 
A wheat rancher, who could neither sell nor trade his 
vvheat, soon would learn what marketing means to his 
way of life. He would have plenty of wheat to eat and to 
burn, but no clothes, machinery, or television. 1\ glance 
at the people over the earth shows that producers who 
have goocl markets for exchanging their produce have 
the high levels of living , ·while people who clo not have 
markets live the subsistence type of !if e, much as their 
ancestors did a thousand years before. 

This bulletin was prepared by Dr. Harold F. Hollands, Professor of 
Agricultural Economics and Marion D. Thomas, Extension agricul 
tural economist. Illustrations were developed by Dwight W. Fair
banks, Extension visual instruction specialist. 
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Fortunately for us, the United States ( unlike the 
older nations of the earth) expanded and developed at 
a time when railroads were just being constructed. 
Transportation permitted specialized production and 
trade over the largest, productive, free-trade area on the 
earth. Urban centers and their industrial life were able 
to grow, assured of adequate food supplies from distant 
agricultural areas of the new west. 

At present the northeastern part of the nation has 
45% of the population, but produces only 28% of the 
food. The balance must be shipped in. The West, how
ever, has 14% of the people, but produces 20% of the 
national food supply . It ships food out in exchange for 
other foods and for the products of eastern mines and 
factories. 

In Oregon we are especially dependent on market 
ing because we are far from heavily populated areas; we 
have the Pacific Ocean instead of land on one border; 
we produce much more of many food products than the 
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residents of the state want; and we produce few of 
the industrial products that have raised our level of liv
ing so high. 

Only 1 % of the U. S. population is in Oregon ( 1.7 
million) but our farmers produce much more than 1 % 
of some of the nation's crops. 

PRODUCT 

Oregon production 
as a percent of 

U.S. production (1957) 

Snap beans for processing .............................................. 24 
Green peas for processing .............................................. 13 
Peppermint .................... ..................................... ............. 31 
Strawberries for processing .......................................... 32 
Filberts ............ ............................ .................................... 97 
Sweet cherries .................................................................. 19 
Pears ............................. ........................................ .......... .20 
Seeds (hay, pasture, and turf) ...................................... 20 

The importance of marketing to Oregon may be 
stated in another way. The portions of selected Oregon 
products which must leave the state to find markets are 
shown below. 

Percent of 
Oregon production 

PRODUCT shipped out of state 

Strawberries ...................... .............................................. .. 97 
Sweet cherries ......................... ........................................... 95 
Pears .................................................................................... 95 
Seeds ...................................... .............................................. 95 
Lumber .................. .............................................................. 94 
Filberts ............... ................................................. ................ 90 
Malting barley ................. ........................ ........................... 95 
Wheat .................... ....................... ....................................... 80 

An efficient marketing system is vital to Oregon 
and its economic development. One or a few men cannot 
develop a modern, complex, marketing system. The corn-
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bined, intelligent efforts of many people and organiza
tions are required to aid in this development so impor
tant to each of us. 

What Does Marketing Do? 
Marketing, like farming, covers a great many ac

tivities . In farming, there are plowing, tilling, fertilizing, 
seeding, spraying, weeding, pruning, harvesting, and 
many other distinct operations. In marketing, there also 
are many distinct, but related, activities. 

Basically, marketing does two things: 
1. Moves products from producers to consum

ers . 
2. Returns money through marketing channels 

to producers. 

Let's look at it this way: 
Food marketing start with farmers and ends with 

consumers . It moves products from the farm to the 
table . 

Consumers have dollars which they are willing to 
spend to get the product from the farm. The consumers' 
money moves back through marketing channels to pro
ducers. 

So, here is our picture of what marketing does: 

Products > 

Former 
< Money 

Consu m e r 
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Why Is Marketing Done? 

Marketing is done because it 
satisfies wants. It gives satisfac
tion that people will pay for. It 
provides services, or what the text
books call "utilities." 

E- F~r . in~;anc~
1
~ maBrketinh~ pro

vides time ut1 1ty. y t 1s, we 
mean it supplies food or other 

goods when they are wanted. Let's look at it this way: 
Oregon apples are harvested in the fall but the con

sumer wants apples all winter long, and as late in the 
spring as possible . Marketing does the job of satisfying 
this want. 

Marketing also provides 
"place" utility. It gets foods and 
other goods, where they are wanted. 
Apples in Oregon are no good to a 
family in Baltimore. 

As we have already shown, 
Oregon farmers produce much 
more than they can eat; but people 

in the city, and on other farms for that matter, want 
food. Take pears, for example. Oregon produces enough 
pears most years to supply each family in the state with 
10 or 12 bushels. That's more than each family wants 
along with the other foods available . 

New York produces few pears but some people in 
New York City want pears and are willing to spend 
money for them. 
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So, marketing satisfies these wants. It gets the 
pears from Oregon farms to ew York consumers and 
some of the money back to Oregon producers . 

Marketing also provides 
"form" utility. It supplies foods 
and other goods in the shape, 
amount, and condition they are 
wanted. 

Let's take wheat for example: 
Few people want wheat in the 

form of hard kernels on heads of 
straw. But practically everyone wants wheat products 
every day . Marketing transforms the wheat into flour, 
bread, cookies, pastries, cereals , etc . 

Marketing also provides satis
faction in a fourth way. This is 
the satisfaction of ownership, or 
"possession ." 

It brings to mind the old say
ing: "A bird in hand is worth two 
in the bush." Most folks have a 
feeling of security and satisfaction 

when they have extra food in the cupboard or refrig
erator. 

We pref er owning an automobile to hiring a bus or 
taxi, even if we have to borrow the extra money it costs. 
Possession gives satisfaction, and marketing makes pos
sible the change of ownership that .brings this satisfac 
tion. 
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How Is Marketing Done? 
Marketing involves three main parts or processes: 

Con cent ration 

Concentration involves bring
ing the products together, or "as
sembling" them. It's easy to see 
that this is a big job when we rec-
ognize that there are over three 

million farms in the U . S. alone producing food or fiber 
for sale . These products must be assembled or concen
trated to move them efficiently from where they are pro
duced to where they are wanted. 

Equalization involves sorting, 
grading, processing, storing, and 
other activities that develop uni
formity and impart characteristics 
making the raw products easier to 

handle and generally more satisfactory to the consumer. 
Along with concentration, it puts products in position 
and condition to move where wanted most . 

Dispersion includes the steps 
in the final distribution of the prod
ucts through marketing channels 
to more than 170 million consum
ers in this country and many mil

lions more around the world. 
Many gro ups or marketing agencies are involved in 

these marketing processes, including processors, ship
pers, brokers, bankers, wholesalers, retailers, and many 
other middlemen. All perform one or more of nine f unc
tions involved in marketing. 
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Here is a picture of what's involved in these three 
marketing processes: 

Concentration Equalization Dispersion 

Marketing Functions 
Let's think of each marketing function as a gear in 

a machine. All are interrelated-meshed together in a 
way to get the marketing job done. We shall start with 
selling; that's where marketing starts for farmers. 

elling and buying go hand in 
hand, but are considered separ
ately, because today each is becom
ing a highly specialized activity. 
The sales department of a bu iness 
does not buy; nor does the purchas
ing department sell. Selling starts 
when the seller wants dollars in

stead of his goods. An important part of selling is pro
motional programs-advertising to inform prospective 
buyers of the availability and merits of the goods. The 
successful seller must know his competitors, his product, 
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and it substitutes. He mu t know prices and price pat
tern , transportation charges, grades and quantities 
available and likely to be available. lso he must be a 
salesman, because "selling" is not order -taking. He 
should be a negotiator to obtain favorable terms. Know
ing how to please and help buyers and h·ow to build good
will for sales in the future are e sential. Possession util
ity results from selling. The eller obtains money which 
he wants more than good . 

Trons-
Q 

portation 

Transportation takes place 
throughout the marketing proces-
es. Thi function provides the de

sired changes in location. Trans
portation facilities have come to be 
accepted as commonplace. But 100 
years ago there were no railroads 
as we think of them, no trucks, no 

airplane . Transportation move goods from where they 
are wanted less to where they are wanted more. Apple 
in Hood River won't feed prospective buyers in ew 
York-until they get there. 

Transportation permits growing crops in areas es
pecially adapted to their production, even though con
sumer do not live nearby, becau e the produce can be 
moved to where potential buyers are. Our heavy concen
tration of population is in the East and Northeast. But 
the principal agricultural production areas of the nation 
are west of the 1ississippi River, and therefore much 
food moves a thousand or more miles to consumer mar 
kets. 

In our country many types of transportation are 
available, tarting with hauling or trucking from the 
farm. ot only are there various types of transportation 
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( water, rail, highway, air), but many special services 
are provided. Refrigeration, heat, tank cars, livestock 
cars, carlot, less than carlot, fast express, and intransit 
privileges are examples of transportation services avail
able. 

Although the United States transportation system 
is excellent, costs are significant. Losses from breakage 
and deterioration are great, and these losses are paid in
directly by consumers and farmers. The long distance 
many products are transported also makes costs high 
and results in the lower quality products often being 
consumed in production areas, and the higher quality 
products, which can "pay the freight," being shipped to 
distant markets. Without transportation, most of us 
would have to produce our own food. But transportation 
is vital not only for day to day activities, but it is basic 
to national defense and in dealing with other emergen
cies. 

Standardizing and grading 
come next on our list. This func
tion has much to do with the effi
ciency of our marketing machine. 
When satisfactory standards for a 
product can be established, market
ing is made easier. Because the 
characteristics of wheat can be 

measured accurately ( weight, moisture content, broken 
kernels, foreign materials, protein), standards for wheat 
are very specific . When wheat is graded, it can be 
sold by "description"-for example, No. 1 Soft White 
Wheat . A buyer a thousand miles away does not need to 
see such wheat to know what he is buying. This avoids 
selling by "inspection," which means careful, and often 
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costly examination of the product in order to know its 
characteristics before purchase. 

When grading can be done, products of similar 
quality from different farms can be combined for stor 
age, sale, processing, or shipment. Without grade, price 
quotations mean very little. For instance, if you were 
told that cattle were selling for $20, it would mean little; 
but if you knew Choice 1,100-pound Pendleton fed steer 
were $25, you would learn enough about the product to 
give meaning to the $25-price quotation. 

tandards assist in financing, because a banker is 
more willing to make a loan on a graded product like 

o. 1 Soft White wheat than he i on just "wheat." 
Another advantage of standards is that they build 

buyer confidence in the trade and among consumers. 
Processors need certain qualities of products for their 
plants. tandards assist them in knowing what they are 
buying and that they are continuing to secure a rela
tively uniform product. The housewife likes her food 
standardized so she can buy a package of food today 
knowing it will be practically the same as the package 
she bought last week. Standards save time and add to a 
buyer's confidence in his selection , be he a middleman or 
a consumer. 

Financing provides the capital 
needed. omeone owns the product. 
He is financing it either with his 
own capital, or with money he is 
borrowing and paying interest on. 
All the way through the marketing 
chain the product is financed by 
someone. It may be self-financed, 
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but more frequently it is financed by individuals or such 
agencies as commercial banks, savings banks, coopera
tive credit associations, and insurance companies. 
Charges and terms for financing vary widely and of ten 
are important marketing costs. Not only interest rates, 
but inspection services, insurance fees, service charges, 
and provisions for repayment influence financing costs, 
and in turn affect marketing margins. Financing cannot 
be avoided. 

Market 
0 

Information 

Marketing information pro
vides knowledge of markets, prices, 
qualities, quantities, etc., essential 
to efficient marketing. Without it, 
buyers and sellers alike are "shoot
ing in the dark." 

Information can be classified 
as long-time, outlook; and as short

time, market news. Each has an important place in im
proving the marketing of our agricultural products. At 
this time each one is not as developed, complete, or well 
utilized as it should, and will be. 

Market information comes from many sources, both 
government and private. If government were to discon
tinue market information services, farmers and others 
now using them would be forced to buy information 
services from private firms in order to stay in business 
with competitors having such private market informa
tion. 

A basic assumption of our "free" capitalistic econ
omy is knowledge of markets. Market information helps 
supply such data, reducing losses from shortages in 
some areas, and from gluts in others. 
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tor age helps make foods 
available when wanted . Few foods 
we eat today have been stored less 
than one week. Some have been 
stored for months or even years . 
Storage permits us to save a prod
uct for a later time-t he time we 
would rather consume it than the 

present. Instead of having to overeat during harve t and 
at slaughter time, as mankind did for thousands of years, 
we can store the product for consumption throughout a 
long period. 

Kinds of torage vary from open storage in a field, 
to refrigerated storage where temperature, humidity, 
and light are maintained within very narrow limits . 

Cost of storage frequently are high because of the 
investment required; physical deterioration of the goods 
while in storage; risks of price change; fire or tornado; 
or changes of buyers' tastes . Always a middleman won
ders whether prices will ri e enough so that he can buy 
goods; put them in storage, pay all the charges, and then 
sell the products for more than enough to cover his ac
tual ca h outlay. torage reduces price fluctuations dur
ing the marketing year, because it evens out the quantity 
of the product going into retail stores throughout the 
marketing season. Storage raises our level of living by 
making most food available in our store throughout the 
entire year. 
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Risks must be assumed through
out the marketing process . Owners 
of goods run risks of loss. Even 
the hobo may risk losing his shirt. 
The more one owns, the more risks 
he runs. Also he risks having an 
accident or losing his job. 

Risks can be cla ified as those 
from: 

(1) Natural factors-fire, wind, earthquake, dis
ease; 

(2) ondependability of human beings-careless-
ness, indifference, dishonesty; and 

( 3) Market risks-the uncertainties which always 
exist in connection with prices, costs, and sales 
volume. 

These risks increase co ts 0£ doing busines - in
crease marketing costs. Many risk due to natural causes 
can be transferred through various types of insurance . 
Moral risks can be reduced by thoughtful foresight and 
some types of insurance, but others must be assumed . 

Market risks generally are difficult to shift to oth
ers. They can be minimized at times by hedging and es
pecially by succe sful use of market information . But 
risks are a part of marketing costs which must be borne 
by omeone. Reducing uncertainties and risks should 
help reduce marketing margins and benefit farmers and / 
or consumers . 
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Processing and packaging of 
foods are considered to be market
ing by some people and manufac
turing by others. But regardless of 
how they are classified, some proc
essing is given most farm products 
as they move from farms to con
sumers. Usually there is a change 

of form-live steer to T-bones and hamburger; wheat to 
flour and cookies; peas in pods to peas shelled and frozen 
or canned. Consumers choose to pay more for the pro
cessed food than for the product as it leaves the farm, 
because it is more nearly ready for the table. Processing 
usually aids in preserving foods, so they will be available 
for longer periods and subject to less loss from deterior
ation and spoilage . 

Packaging protects foods from contamination, 
eases handling, gives wide choices of amounts to pur
chase, and encourages brands and product differentia
tion. Processing and packaging services are increasing, 
thereby adding to marketing costs, apparently with con
sumer approval because of the greater conveniences 
supplied. 

Buying takes place when one 
wants goods more than he does his 
money. Buying frequently is a spe
cialized activity, particularly in 
large businesses where purchase of 
raw materials and supplies involves 
large sums. Buyers ( even thehouse
wif e) should know prices, quali

ties, quantities, substitutes, prospects for the next clay, 
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week, or month. Farmers are buyers of much machinery, 
equipment, and supplies. Some are good buyers. Middle
men who buy must know the market if they are to sur
vive. 

Assembly and wise use of market information help 
a buyer make profitable decisions and reduce losses 
which must be offset by profits if the firm is to remain 
in business. 

A successful buyer must be able to negotiate with 
sellers to get favorable prices, terms, and delivery. Pos
session utility results from buying. One owns the goods 
after purchase-he possesses them. Buying and selling 
usually are considered the most important marketing 
functions, although the others also must be performed 
by someone in moving the product from the farm to the 
dining room table. 

So here are the nine marketing function , the essen
tial gears of our marketing machine: 

This is the combination of activities that gets the 
marketing job done. 
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How Are Prices Made? 

Pricing is important throughout the marketing pro
cess. Prices are dynamic; that is, they are subject to fre
quent and of ten wide changes in a free economy. The 
forces producing these changes are numerous, compli
cated, and frequently misunderstood. Yet, the underly
ing, basic influences of supply and demand are simple. 

At the risk of oversimplification, let us consider 
these pricemakers at work in the marketing system for 
meat. 

First, let's assume that consumers have a fixed 
amount of income and an unvarying preference for beef. 
Let's assume, too, that we have a constant quantity of 
beef moving from producers to retailers and on to con-
umers at 69 cents a pound. At this price, consumers are 

taking all the retailer is putting in the showcase and the 
retailer is taking all the producer and packer are offer
ing . Under these circumstances, an economist would say 
that supply and demand are in equilibrium at the retail 
price of 69 cents . Here is a picture of this situation: 

-fl} ----- ... 
Now let's make a change in quantities with no 

change in demand . Let's assume that for some reason 
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producers start moving more cattle to market. The pack
er finds supplies are coming into his coolers faster than 
they are moving out. Retailers are selling all they can at 
69 cents . As a result of previous experience, the packer 
recognizes that consumers are likely to take the increased 
qitantity of beef only at lower pric es. He begin to shade 
his price to producers and in turn to retailers. The re
tailer now pays less for the beef and sees a chance to in
crease volume, or meet competition, and lowers his retail 
price. After a little testing of the market, he find he can 
get his margin and consumers will clear the showcase at 
59 cents. Now the increased quantity is moving smoothly 
through the marketing channels, and supply and demand 
are again in balance, but at lower prices all along the line. 

Here's the way this situation looks now. Note more 
beef and lower prices all the way from consumers back 
to producers. 

-----
Next let's change demand. Let's assume that in

comes of consumers improve and they spend more money 
for beef. The retailer finds his showcase clearing better. 
He may run out by midafternoon. He doesn't have as 
much as consumers want, and he starts ordering more. 
Other retailers do the same thing. The packer soon 
senses that he is going to need more beef to supply his 
customers. He instructs his buyers to bid up the price of 
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cattle; get them away from the competitor. To recover 
his costs and retain enough margin to stay in business, 
the packer raises his price to the retailer, and the retailer 
in turn puts higher prices on the meat in the howcase
all becau e consumers have more money and are willing 
to spend more for a given quantity of beef. 

Now these changes may not all occur at the same 
time or always in the order described, but let's say the 
price moves up to 69 cents. At this point, consumers just 
clear the showcases of the beef coming through the mar 
keting channels and supply ancl demand are back in bal
ance, or equilibrium, at the new price. 

But in practice the prices don't stay in balance for 
long. Income may improve more and spending for beef 
may increase. \\Tith more dollars and no change in quan 
tity, con umers bid the price up to 79 cents at retail with 
upward adjustments all along the line as buyers and sel
ler bargain to their best advantage. Note the additional 
money and the higher prices indicated in the picture 
below. Such prices usually stimulate more production, or 
movement to market and result in larger quantities 
which in turn tend to lower prices. 

- -----
fl ~ ~ ' ~ ~ 

Thus far, we have assumed there was no change in 
quantities or price of other meats. But that's seldom the 
ca e. Supplies and prices of competing foods change fre-
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quently, and continuously aff cct the ways consumers use 
their dollars. 

To illustrate, let's assume the quantities of pork 
have increased with a resulting decrease in price. Now 
more consumers find pork a better buy than beef and 
hence spend more of their meat dollars for pork and less 
for bee.f. \Vithout a change in quantity of beef, the price 
again drops back to 69 cents. 

These arc some examples o [ how the pricemakers, 
supply and demand, work in a free market. Sometimes 
their free operations are hampered by trade practices or 
government regulations, but these examples illustrate 
general tendencies in the market and basic prin ciples in 
pricing. They show the importance of consumers in 
pricemaking. In the long run , consumers set the price, 
getting what they are willing to buy at prices they are 
willing to pay. Many forces influence consumers' ·wants. 

Now let's summarize our explanation of marketing 
by taking another look at our marketing machine, pic
tured on the next page. 

Remember it contains nine gears, or functions, all 
essential to doing the marketing job of getting products 
from procluccc to consumers and dollars hack to pro 
ducers. 

The marketing machine of today is rendering more 
and better services than ever before. Yet few people be
lieve it is perfect. More improvement s will come. They 
will be made as in lhe past - through the discovery and 
development of better ways to perform the nece, sary 
functions ju ·t described. 

The challenge to producers and handlers of Oregon 
products is to keep improving in order to maintain a 
strong competitive position. Improvement s may come 
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about at any stage in the marketing process. They may 
be brought about by actions of people either individually 
or as groups . Through study of what we are now doing 
and have clone in the past, we should determine where 
the opportunities for improvement lie. 

PRODUCTS 
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