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Teacher’s Introduction

This resource has been written to support the learning of Unit 3: Marketing Management, which forms part of the
AQA Advanced Level GCE in Business. It gives an in-depth view of the new qualification, presenting what
specification points students need to know, plus extras along the way for extended learning.

At the beginning of this resource you will find a list of contents showing every specification point that is covered.
There are also guestions and answers at the end of the resource to help students apply thelr knowledge (o real-
life business contexts. Any key terms are revised as a glossary at the end of the resource.

Students get plenty of chance to practise their quantitative skills in this resource, including:

e  Calculate, use and understand percentages {Chapter 3.3.2.)

Construct and interpret a range of standard graphical forms (Chapters 3.3.2. 10 3.3.4.)

Interpret values of price and income elasticity of demand {Chapter 3.3.2.}

Calculate cost, revenue, profit and break-even (Chapters 3.3.2. and 3.3.4.)

Use and interpret guantitative and non-quantitative infermation in order to make decisions {Chapters 3.3.1.
t03.3.4.}

e Interpret, apply and analyse information in written, graphical and numerical forms {Chapters 3.3.1. 10 3.3.4.}

& & ® B

While extremely valuable to a student’s revision, this resource should be treated as a companion to the many
other textbooks and activity guides available. As with any subject, it is good to read as widely as possible!

The subjects covered in this resource inciude sverything from market research and setting objectives to market
segmentation, elasticity of demand and the marketing mix. The notes included in this resource can be givento
students before a lesson as preparation for a topic, afterwards in order to help solidify their knowledgs, or can he
used by teachers as a supplement to in-class exercises and activities.

it is hoped that this resource, as well as offering support for teaching the essential elements of the AUA
examination, will help students bulld on their research and dissemination skills. The business world is a constantly
changing one full of fascinating stories. This resource attempts to utilise some of these stories as a basis for
teaching in the most interesting way possible, meanwhile encouraging further study from the next generation of
business analysts!

Happy teaching!

August 2023

20 edition — August 2023

® p.2 — Section heading changed to '3.3: Marketing Management’

p.3 —~ Section 'External and Internal Influences on Marketing Objectives and Decisions' has been removed
p.7 — 'Market mapping' section has been removed

p.7 = 'Sampling methads' added.

p.4 & pp.14~15 — Use of ICT to Support Market Research’ section has been removed

p.19 - 'Marketing Mapping' section added

@ 8 ® B

®
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3.5,
3.3.1. Setting Marketing Objectives

arketing Manageme

.

«  The Value of Setting Marketing Objectives

The Vaiue of Sett ing Objectives

company. E\/i eting objectives are incredibly useful for businesses as a way to 4
consumer wants and also 1o premote what it is the business is offering. There ar
setting marketing objectives, such as: ;
»  Targets: businesses need targets. They give departments something to striv;.,;

by 7 per cent in the next vear) while simultaneously motivating the workforg

e Direction: marketing objectives help to give companies a sense of where th
company locking to grow its customer base, increase brand awareness or e

*  Road map: once the company has set a target, it needs to lay out how it wil
show companies the steps needed to achieve their overall goals. '

¢ RMeasurement: most marketing objectives have quantifiable targets that ca :
show whether a business is achieving suceess or failing.

2 value, market sig

Some common marketing objectives include sales vol
and hrand foyalty.

Sales Yolume and Sales Yalu
Sales volume refers to the
generated by fapse :

‘e 3 company makes, while salas value
pany sells 15,000 products at £10.00 each, tha
15,000 and of £150 (00, By increasing sales volume and value, a com
costs, which o higher profits. With higher profits, the business can potent
{financial motivation} and invest in its own growth, research and development,

Markel Share
This is one of the most important objectives for marketing leaders: essentially to:
consumers, and sales that a business makes. The overall goal is to increase the n\
your product/service before they think of anyone eise’s. 5

Market Size ,

If a business already has a large market share and tries to increase this further, it COPYRIGHT
competition. With this in mind, the business may instead decide to invest in the

investrnent in positive advertising, funding research and sponsoring events amao PROTECTED

45 per cent of the market share and then the overall mark

ws larger, that m
lot more money. :

Marketl and Sales Growith
This objective involves movi
popular sweet brand.gc

‘other markets and expanding on its &
verted into a line of ice creams, mini cakes an<§
sale and so the possibility for cash and profit increass

Brand Loyaits ,
This relates to market share, in that companies want consumers to feel connect :
the company image. Brand loyaity helps to ensure that consumers make repeat
and changing between brands — after all, each company wants its brand to be th
their frignds and family. A recommendation from someone we know is stronger

AS/A Level Year 1 AQA Course Companion: Unit 3: Marketing Management {20 edition} Pag



A strong brand can also help protect a business from the effects of external pre
example here: the California technology company produces one of the highest-
the world, the iPhone. Apple’s phones are popular with all types of consumer, |
a number-one priority, even though the company manufactures its phones in C
amaong other countries outside the USA. Apple has built a strong encugh brand
with it despite knowing where the company cutsources its manufacturing. A

- %.2.1. Questions

Please write your answers

e of paper or in an exercise book.

es, such as Apple Inc., often choose brand loyalty as
fy one reason why technology firms focus on this object

2. ladleisa supermarket chain that specialises in low-cost food and consumeé
primary focus was to decrease as many costs as possible — to offer the lo
much profit as possible. However, that all changed following the economig

What objective do you think the company is focusing on now? Explain youé

COPYRIGHT
PROTECTED
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%.3.2. Understanding Markets and Customers

«  Prirmary and Secondary Marketing Research s The Use of Data
+ Price and Income Elasticity of Demand and Planning

21 esearch Data
fe street to answer a few guestions or received
red ‘ves’, then yvou have taken part in market resea

Primary and Second

Firms conduct market research by collecting and onalysing data gathered from t
businesses collect this data themselves {through email surveys or competitions, i
the services of specialist market-research agencies. Z

Brimary Research

Primary research is original research, which involves gathering information
directly from the target audience of potential consumers. This can be carried
out using face-to-face interviews, telephone interviews, postal surveys, web
forms, email, observations, focus groups, consumer panels and

test marketing.

Businesses often create guestionnaires for use in primary research. They
must take care, though — the following points should be con red when
producing guestionnaires:

1. How will the survey be conduc -face interview,
by post, by telephone or ternet?) This will determine
the structure of :

Doas the survey have any ‘loaded’ questions?

Uik owoN

Are any of the questions ambiguous?

Advantages of using primaory research:
1. It finds new information ahout the target market.

2. Itreveals relevant and up-to-date information on the target
market.

3. It allows the business to concentrate time and money on its target marke’*’é\‘i COPYRIGHT

PROTECTED

Disadvamtages of using primary research:

1. Itis time-consuming and expensive.

2. The accuracy and reliohility of thed
the professionalism of th
guestions asked

#ed can depend on
r and the structure of the

iswers obtained depends on the mood of the intervi
pinion of the population as a whole.

2

ref
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Secondary Research :
Secondary research is the collection of data from information that afready existsé
from business archives, market reports, government departments, the Internet, 3
business journals. Remember: alf secondary research was once primary research

Advanitages of using secondary research:
1. Hismuch chegper and guicker to carry out than fi

2. Dataand information about the whole mz &

3. It allows the business to exa

ies in the data may no longer exist), which does not relate to the b
3. This historical data may also be availoble to competitors.

Effective M 1 takes both quantitative and quatlitative research into cons
make more ed marketing decisions, redice risk and gain potential competitive
saw, market research is costly and time-consuming, but it can help businesses gathes

#®  the size of the market

e the stote of the market {i.e. whether there is demand and if it is growing Orf’f??

e central efements of the market {social, legal, sconomic, political and *technoi
e competitors and thelr business processes
e what the public think about all aspects of their product/service

®  the torget markets {i.e. the market segment to which they intend to sell}
& the structure of the market {i.e. the type, size and number of competitors}

s consumer behaviour, their needs, wants and price the willing to pay

identify the problem

Decide on an appropri

Decide oY where to get the sample and on its size
Coilect the data
Analyse and interpret the data

B oM e kW e

Produce a market research report

AS/A Level Year 1 AQA Course Companion: Unit 3: Marketing Management {20 edition}
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Calculations using Market Research
Businesses stay up to date on how their markets are performing and their place 3
clearer picture of their true value.

Markel and Sales Growith :
Sales growth tells us the growing number of purchases consumers make in one ¢
growth describes the increase in value of a market {l.e
figures show the total revenue for all golf equip

acturers in the UK,

2019~-2020
250

20202021
251

20172031
12

Market Growth = £138m

Businesses often caiculate market growth as a percentage rather than simply a n
the following:

(2022 to 2023 revenue - 2017 to 2
2017 to 2018 revenu

263m - 125m)

125m

centage = 1.104 x 100

Market Growth Percentage =

Market Growth Perc

srowth Percentage = 110.4 per u

The size of o morket describes the number of consumers that purchase those partic
other hand, shows the proportion of total market revenue, i.e. how much controla i

Below shows the same table alongside the annual sales revenue for the compang

20172018 20182019 20192020 20202021
125 127 250 251
2017-2018 20182019 20182020 20202021

45 45 98

Using the information above, we can

Yare of the market that Cadg
year. Let’s use the most recen :

: i Revenue for Caddy Sh E
hare for 2014 to 2015 =

Revenue for golf mg

Market Share = o2
arKe Are = 2637‘}1

Market Share = 38.78 per cent (to 2.d4.p. :

x 108

AS/A Level Year 1 AQA Course Companion: Unit 3: Marketing Management {20 edition}
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This figure tells us, then, that Caddy Shake Ltd had control of 38.78 per cent of ¢
2022-2023. We can also calculate an average market share in order to get a bet
company might be worth in future:

45m + 49m + 98m + 98m + 73m.
125m + 127m + 250m + 251m + 24

Average Market Share =

Market Research, Sampling and Bias

What is Sampling? '
Sampling is not just something electronic musicians do on stage, it is also a tech
husiness wishes to find out the opinion of a particular market segment, it canu
interviewing every single person in the segment, a quicker and more cost-effec
apinions of a cross-section of people who represent the views of the market. E&
the entire market. E

Sampling methods
s  Random - participants are chosen at random, which should provide an unbs
e Stratified — participanis are divided into groups, known as strata, based on

e.g. gender, educational qualifications or lifestyl atum can be ran@é\\a
¢  Quota — participants are specifically chosen characteristics. i

While sampling offers great valu

archers, there are sometimes pi
businesses collect: :

Structure:

y not be specific enough to make good marketing d»\
asked are t

10 be really useful.

Size: ust because your research says that 65% of the population will buy Kittvn%
data has come from a sample and may not reflect what happens on a UK-wide s¢
your representative sample is accurate enough to extrapolate the data to a UK e

in other words, how do you know by asking 50 men aged 25-35 from Bournemg&
men will buy Lynx deodorant?

Representation: Data collected may not take into account regional differences —
customers may not want to buy Welsh cakes in Sussex, but market researchers g
response from people in Cardiff. This is potentially expensively misleading. Regid
can be subtle, but if missed they can lead to disaster.

heir marketing w

Some companies, such as Coca-Cola, take a global » :
wn mariketing for fra

such as Domino’s Pizza, allow each country

Bigs: When companies coll ‘od to be as fair as possible. I a gues
closed, for instance, iy rate a one-sided response from most peg

0 be fair, too. if the business is looking for a specific correl :

that drink m. ach area), they may miss other correlations {e.g. what drinks ar

Time affects bias, too. A sample that is questioned one year may feel very differe
due to any number of factors, including average income, technological developn
branding. Companies, therefore, need to sample over different time periodsino
target markets, Z

AS/A Level Year 1 AQA Course Companion: Unit 3: Marketing Management {20 edition} Pag
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interpretation of Marketing Data
Once a marketing team has gathered all the necessary data, it needs to present P‘
This reguires an understandable format that adds a story to the data.

Correlation and Strength :
A common way to present figures is by using a graph of sales and comparing thay
might compare number of sales and the amount of money { on promotiona
number of sales and the average consumer inco 5

Praoper Posh Munchies (PPM] Lid i

company. The marketing depar;;fg;
sales over time and the typs ‘

i purchases the firm’s products.

Sales Yolume vs Consumer Encm‘z’\
PPM Ltd

700

500

440
300 -

200

Sales Yolume {800s)

100

N
SR
\\m\\\\\\\\\\\\m\\\\
S5
QR

o
S
[ S

0 ¢

The graph for PPM Lid s
the higher

PEM Ltd's marketing team took note of another figure: price.

Sales Volume vs Price for PPM

700
400
AN i S
£ AN
% §
g 400 \\\\\\\\\
2 \
o
>
1]
2
[}
177]

onens
¥

60

Price in £

This graph shows that the higher the price PPM Ltd charges for its products, the ‘
correlation between price and sales volume is negative this time because sales g;
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Correlation does not always have to be positive or negative, though:

Sales Volume vs Advertising Exp
for PPM Ltd

800
SIS
700 s RS s \\ ——————
§
N §
600 $\ ...... § ..............
. R Fs
oo § § 3 §
® R I
7 T YT
& ; I 0§ 3 §
o |8 Lo R
\ 3 N
3 § N A8 H N N
B 300 Afn | SRR SNSRI, AU S S 3
> N N 3 \
8 3 y 3 § y
% 3 ] A \
® 200 N 3 X § '
W \\ § AR NN g
§
.
O L) L L3 L] L) L)
? ] 20 30 40 50 60
-100
Advertising Expenditure {(£009s)

This graph tells us that there is no correlation between sales volume and advertiy
ne sales volume of,

of cash that PPM Ltd funnels into advertising does not s

ad correlations {positive or neg
By, Let’s use the graph comparing cons

Extrapolation
Once a business has studied its fin

data {i.e. extend the trend |
an example: ‘

Sales Volume vs Consumer Inc
PPM Ltd

COPYRIGHT
PROTECTED

Sales Yolume (000s)

S
e
\\\\\\\\\\\\\\\\\
s
¥

20 30 40 50
Consumer Income (£800s)

The dotted line shows that the company has extrapolated the data further so tha

were at an average of £100,000, the company could stand to make nearly 900,0
Pa
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Confidence intervals
Naturally, though there may be a strong correlation between one factor and ang
investigate the facts — it could be merely coincidence after all. One way that bus
atiowances for uncertainty is to use confidence intervals. A confidence interval ¢
+/- 10, so that each figure is more realistic.

PPM Lid, for instance, might extrapolate its sales volum
sales. However, it is not guaranteed that the com
consumaers {just because people have mn
use a confidence interval of, say,
firm can look at & ran

t £80,000 in con
eierate this many s
3t mean they wish to spend
instead of saying that an income ¢
000 and 1.03m sales, Z

Price Ela y of Demand
Price elasticity of demand (PED) shows how responsive, or sensitive, the demang
It shows how likely demand is going 1o rise or fall depending on the price of the §

The formuia below is used to calculate this:
% change in quantity demanded

3/

7o change in price

If the answer is equal to 0, then there is complete price inelasticity of demand (i.g
demand). This means that even if price changes, there will be no change in dema;

if the answer is fess thon I, then demand for the product is price inefastic. This nr
not very sensitive to changes in price — s, a business sellir
price without domaoging its total revenue income.

rice inelasticity of demand. This§

If the answer is equal to 1, then ,,
: ntage change in price.

demand is exactly the s

than 1, then demand for the product is price efastic. This

selling price and hope to increase its total revenue income.

Exarmple

55

rice inelastic proe:

thanges in price. If a business sells a product that is price elastiy

Consider the following data:

£18 3,000 units
£14 4,600 units
£10 5,000 units

Calculate the price elasticity of demand if th

5 from £10 to £3:
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Answer:

Change in guantity demanded:
= 4,000 units minus 5,000 units
= -1,800 units

Perceniage change in guantity demanded:
_~1,000
B X

5,000
= -20 % fall in demand

100

Perceniage change in price:

_ £4.00 y
£10.00
= 40% rise in price

Price Elasticity of Demand:
% change in quantity demanded

% change in price
-20%
40%
= -{0.5

at demand for the product
, demand proportionally less than
“wicrease by £1.50, the change in demand would
vites that are price inelastic?

The PED in this example is fess than 1
customers change the quani
selling price of g proj :
think of an'g

COPYRIGHT
PROTECTED
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Income Elasticity of Demand

Income Elasticity of Demand (YED) shows how sensitive demand is to an Encreasa»és:s

income. The formuia below is used to calculate this:

% change in quantity demanded

% change in income

e efastic. That is

if the answer is greater than 1, this shows that dema A
: sually applies to fuxury;

greater than 1% change in the guantity ds
televisions and holidays abroad.

income elasticity is between O and 1. Thaté

income inelastic demar §
guantity demanded. This usually applies to necessg

if the answer is less thon 1, this shows negative income elasticity — if income goez
vice versa, This usually applies 1o inferior goods, such as cheap bread, potatoes,
hand clothing. When consumer income increases, people tend to buy better qua
Richard Branson to eat Pot Noodles for lunch unless he really Hked them!

Example
Consider the following data:

£10,000 5,000 units

£12,000 7,500 units
£15,000 10,000 units

What is the income elastic? if income rises from £14,000 ¢
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Answer:
Change in guantity demanded:
= 7,500 - 5,000
= 2,500 units

Percentage change:
_ 2,500
5,000

= 50%

x 100

Change ininco
=£12,01

Perceniage change:
=2 OOO = 100
10 000

= 20%

income Elasticity of Demand:
% change in guandity demanded

% chenge in income
_50%
20%
=2.5

elastic. A 20% rise
t&7services that are income el

The YED is greater than one, which shows deman
guantity demanded. Can you think

The Valu nd incame Elasticity of Demand to Busi
Businesses th price and income elasticity of demand very seriously. The

effects on a firm’s marketing strategies and on the overall decision-making pro

s Businesses use price elasticity of demand to determine the effect that cha
their revenue income. Lower pricing policies work when demand is price e
when demand is price inelastic. This helps a business decide whether any s
costs could be funded by the consurmer through raising prices. Z

= PED can also help a business if it decides to operate a policy of price discrim%

3.3.4.). So, if a product is particularly price efastic, it would not be a good lde

that product!
* A business that is trying to increase its market share might look to PED for
inelastic, for example, reducing the price of that product in order to increa
realistic option! :

e income elgsticity of demand helps a busines
changes in consumers’ disposa -
everyday necessary good

asses can adjust their prodtg

ods depending on changes to the s

AS/A Level Year 1 AQA Course Companion: Unit 3: Marketing Management {20 edition}
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The Use of Data in Marketing Decision Making and Plannin
Ali of the data from the marketing methods we have expiored help businessest
direction in which things tend to move. This could be the way things are changing
entire market worldwide. The overall process for this is market analysis. ‘

ervices, Consume
eir rivals by alloy

By analysing the market, businesses can define what produc

prominent. This gives businesses competitive advantage
e make better decisions
e modify forecasts and set realf iresponse 1o a trend

e anticipate and dels ssources to the right places at the right tim

Once a business understands its market better, it can ensure that it is appealing A
that consumer the right product and provide a service that is better than / differ
the television / internet provider market, for example, it needs to understand w
should the firm be appealing to the person paying the bills or the person who is §
Uften, these people are not the same! E

A market ressarch tool that has become significantly more useful to marketers a

- 3.3.2. Questions

Please write your answers on a separate piece of paper or in an exercise book.

3. a. identify two advantages of primary r
b. identify three limitations
4. a its flagship {(main) magazine for £2, but ha

¥ change in price, demand for the magazine has decre
s makes for a PED of 1. ;

n whether the magazine is price inelastic, price elastic or unitar
b. If a product is particularly price inelastic, would you advise the supphi
gain more market share? Explain your answer. ‘

5. Explain one way in which businesses are affected by a product’s/service’s

AS/A Level Year 1 AQA Course Companion: Unit 3: Marketing Management {20 edition} Pag
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3.3.3. Making Marketing Decisions: Segmentatiané
Positioning

»  Product and Market Crientation
+ Market Segmentation

ces on Choosing
riet Mapping

Product and Marke:
Consumer 5

groceries, ppliances, clothing or hairdressing.

Industrial markets tend to provide goods and services to commercial business cq
resold, raw materiais to be transformed or services such as transport facilities.

In order to sell their goods or services, businesses can adopt different approache

Some take a product-orientoted approach. This is the old, traditional approach W
consumer goods tend to concentrate on the product itself {quality and performa
without taking potential consumer needs, wants and attitudes into account. int
marketing environmeant, not focusing on the customer is a very risky strategy.

The Business

Focus on:
« the pt

Diagrarn: Preduct-orientated business

Businesses that adopt this strategy are taking the customer for granted, believing
is ‘good encugh’ for the customer and will sell no matter what. The technoliogy
a product-orientated business. The company focus on the quality and performa
what consumers want or need. Apple’s brand is strong encugh that every produ
worldwide news, generating buzz, interest and high-volume sales.

Product orientation does not work for everyone, though. IBM {international Bus
‘Big Blue’, fell into a self-made trap with the launch of their first personal compu
company came late to the personal computer market long after other companie
the field. IBM, however, believed that their well-established name and excellent
computer market would carry through to the personal cop r market. The fir
marketing the product on the strength of IBM’s n eritation, not fully §

This was not a success and sales of thy re much lower than expected.

rtoted approach is now much more commaon
tre of the business’s decision-making process. It foc
then attemptis to satisfy that demand. It involves continuous
demands of £ market and adjusting the product and processes appropriately t
businesses take this approach. The market-orientated approach needs businesse
continuous improvement, approach {see more in Chapter 3.4.4.} to product man
Another example of market-orientated business is the major-chain supermarket
stock the right products to encourage customers to come back.

Taking a customer- ors
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The Business Focus on:

. the customer
market testing
market researc

agram: Market-orientated business

s will make decisions on a continuous cycle:

Sormation about all actual and potential stakeholders, the mar
trends so they can provide the customer with what they want at a price the
gathering information on existing customers, potential customers, competi

trends, ete, :

2. Undertaking SWOT onalysis to evaluate the Strengths and Weaknesses of t!”f
competitors and identify Opportunities and Threats that exist in their marke*ﬁ

3.  Ensuring that the business ofways focuses on providing customers with exa
affordable price. :

Market Segmentation
if you peel an orange, you can break it into segments. No two segments
are aitke — and the same can be said for markets.

is used effectively to produce a high return.

Market segrmentation allows firms to conduct differentioted marketing, which foo
customers. Undifferentiated {or mass} marketing treats customers as a homogene
common nesds, :

There are four common methods of market segmentation:

1. Demographic segmentation is by age, family size, occupation, ethnicity and '
game, for example, may be aimed at male children between the ages of 12
textbook for Business would be primarily aimed at Business teachers.

COPYRIGHT
PROTECTED

2.  Geographic segmentation is by town, county, co
tour business, for instance, may segment th
new type of child pram, meanwh

‘nate and populati
Sy town, county or ev
pulation density o segment

how customers react to, and behave :
brand loyalty, usage, attitudes, responses ang

3. Behavioural segmenta
involves 3
servic

enitation involves analysing customers according to their incon
to lead as a resuit. This type of segmeniation informs a business on how ma
depending on where they introduce their product/service.
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Advantages of market segmentation include:

1. It helps the business get to know its customers,

2. i focuses business strategy on a specific target audience,

3. [ encourages the business to specialise to meet the needs of a particuls
4. it helps provide focus for the allocation of business resources.

Disadvantages of market segmentation inclu
1. s acostly and time-consus :
2. ltcouldleadtothe
3. ltco vei

_ too many different products.
focus of the business.

it that o business targets the right group of customers — those §
vital to identify these segments correctly. Market segmentation helps businesses
customers, recognise competitors, measure performance and anticipate future i
impossible for a business to develop an effective marketing strategy {(or "fine tun\
correctly identified the market segments. ’

LR

Marketing Strategies for Different Markets
Each market has its own core customer base. This is the group of consumers tha
in order to gain market share, and also satisfy any business objectives it may ha
marketing strategy.

Mass Marketing

Businesses use this type of marketing to target a wid
radio and TV advertiserments, direct selling, ;
and generally only used by large organ
less significant.

potential custom :

e Consum rables {such as Dyson vacuum cleaners)
s Entertainment outlets {such as Amazon and Netflix]
= Videc-game consoles

e Mobile phones

Advantoages of Mass Maorketing

1. large target market allows for high number of potential sales
2. Global marketing aliows economies of scale for the company
3. Potential to create huge brand with worldwide recognition

Disadvantages of Mass Muorketing

1. Expensive form of marketing
Time-consuming to both impl

2
3. Requires constant | rand to stay relevant
4

AS/A Level Year 1 AQA Course Companion: Unit 3: Marketing Management {20 edition} Pag

COPYRIGHT
PROTECTED




Miche Marketing :
This strategy targets small sections of a market {or small markets} as a way of fill
being served by big business. Examples of this include providing excellent custon
schemaes {such as coffee shops offering one free drink with every nine you buy} ¢

Niche marketing is used for:
e local-area TV stations

¢ High-end sporis cars

+  Luxury chocolate

e Boutigue clothing

2. Less expensive than mass marketing

Disadvantages of Niche Marketing
1. Can potentially attract many competing firms

2. Potential for sales is much lower than that of mass marketing

influences on Choosing a Target Market and Positioning
A business’s own decisions are not the only factors on whether it chooses the rog
There are often other influences at play, too:
e ifa market is already controlied by one company {such as Wrigley’s, which r
the UK gurn market), there is iittle reason to try to enterund so a business m
niche instead. :

narket for you. A compam%
ifferent purpose. This flips the ;

e Spmetimes, it is the consumer that dgg
anty to find consumers usin
effort from the cor

BT

siadthe youth market as it represents sales for the long :
as some growing youth markets are based on fads that will

s Niche markets can be difficult to master. The only companias that really SULX
prove a genuine understanding of its people, players and products. Z

= If a sub-sector of another market suddenly experiences a growth spurt, €O
this in order to capitalise on the potential sales.
s Firms that have large amounts of cash to hand can buy up smatier firms tha‘§
example of this is the technology sector, where the next big thing is always
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Market Mapping
Once a business has coliected enough data to give a fair picture of its target
market, it needs to be able to make sense of it {drawing conclusions}. Gne

effective way of doing this is to collate the information into a market map. A
market map takes two features {e.g. price and size, speed and guantity) and
compares them on two axas. This method is particularly useful for start-up :
companies or firms looking to introduce a new producy to identify any
gaps in the market.

Take a look at the example ma

JW,L\!hiCh shows newspapers in the
UK and how they differ 5

High Price

&

Celebrity Daily Mail

Stories

Daity Mirror

The Sun The i

Metro

!

Low Price

Diagram: Market map of newspapers in the UK
The market niap above shows how British newspapers differ by price and content.

focus more on celebrity stories {ieft of the map) than The Guardion, Telegroph, Indep,
Daily Mirror and Metro are similar in content but differ by price — Daily Mirror is the e

- %.3.3. Questions

Please write your answers on a separate piece of paper or in an exercise book.

6. a. Explainwhy aluwry hotel business is more likely to use niche marketing
b.  Give three example business types that might use mass-marketing pri

cds to a different segs
ould like to encourage mo
segrnentation the business could ex

7. The luxury hotel business is considering 1
does not generate much repe
consumers. Explain whi
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3.2.4. Making Marketing Decisions: Using the Mar\

« The7 Ps o Decisions on Peo
« Influences on a Business’'s Promotional Mix { Environment
»  Product, Pricing, Promotional and Place Decig; The importance ¢

:ation of elements a company uses to best offer
‘eting strategy it is currently using. Companies empim%
when and where a product will succeed, who will buy it and

The Marketing Mix is

10 achieve th

The marketing mix can be broken down into seven Ps:

Firms will consider everything from the features of a prodi
characteristics in order to understand why consumers buy§
not another. If the product were changed somehow, wouls
example, redesigning the packaging of a product or speedi

PRODUCT

Marlketers will often look at why a product is not selling. \f*:
PROMOTION order to sell more? Do consumers react positively to prorm
harm a brand’s image? This may depend on the market.

roduct? Does th
9 inelastic and what we
d consumers assume the prody

What are consumers willin
PRICE Is dermand for the nrr
price was

i onsumers go to find a specific product? What
ompany change the rules by serving a product/service frg
happen? '

PLA

Most firms define themselves by their mission, ethics and E
PEOPLE will make their decisions based on a business’s people. M
ensure their employees are the best representation of the

Customer experience is imperative — businesses must get
PROCESS from the main corporate website {(e.g. is it informative en
phone systems to business signs, advertising, waliting time

Bricics and mortar or online, physical describes how the by
smells, sounds and (sometimes) tastes jo the consumer. T
experience can make or break f

PHYSICAL

AS/A Level Year 1 AQA Course Companion: Unit 3: Marketing Management {20 edition} Pag

COPYRIGHT
PROTECTED




Product Decisions
Markets are always changing and so is consumer expectation. What was accept
considerad out of date today. Businesses often react 1o consumer trends by cre
innovating on an existing product to make it more appealing {e.g. changing desi
Dyson understood that the vacuum cleaner was a source of frustration for man
he invented the ‘bagless’ vacuum.

Ancther method is to introduce an existing product tc,
audience or marketing 1o different countrie "
found a thriving market in many Africen

Whichever method it ¢h

y will ensure it has a complete product §

This includeg
wty of its products/services
e the numder of products/services it offers to the market, i.e. the company’s

»  the life cycle of the product f

The design focus of the product mix splits into three main areas: Function, Aest
focus on driving down costs first and address the other elements later. Other co
more than one element at a time. Airlines, for instance, were once seen as a iu
important {e.g. luxurious comfort). Nowadays, economy airlines have changed
something more people can afford and so the product mix has had to change, t

Children’s
car seats

Surround-sound

Economy

speakers airtines
AESTHETIC COST
High-street §
jewellery  §
Sports cars Value-brand
crisps

nd services and their design
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Boston Matrix and the Product Portfolio
Companies that have a sslection of products under their

|, a product porzjfé

Question m
s
&)
Ane
oo
Fe
2
B
£
s Cash cow Dog
High Low

Market share

Diagram: The Boston Matrix

The matrix displays each product/service in relation to its market: how much ma
has and how well the market is performing in general.

By organising its portfolio of products and services in on Matrix, a conf§

market, St :
they canno i Themseivee aione and SO the company needa io make
large investments to keep the market share.

Question Marks: Also known as problem children, these sit in a growing
market, but have low market share, They are unprofitable, with a negative
cash flow. An example of this could be a product that has recently been
launched and the company is not yet sure whether it is going 1o succeed.

Cash Cows: In low-growth markets, such as mature markets, cash cows have a  #

high market share. This brings in positive cash flows and high profitability, COPYRIGHT

which means they do not need ongoing investrent. The cash flow from cows PROTECTED
can then be used as investment in stars and question mark'; which are unable &

to support themselves. Good examples of cash cows ala

and iPhones.

Dogs: Experience low mark
operate in decfmmg me
they conti
marks, the

no real future. Firms should keep dogs in '
. Once a dog begins to restrict assets from other prg
uld consider seliing off (divesting) the product or rebranding.;
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Problems with the Boston Malrix
Much like the Product Life Cycle, the Boston Matrix is limited to how much it cary
many instances when this model does not guite fit real business life: :

e What signifies a market? Some are more difficult to define than others. Wh
more than one market? '

e industry data on a market is not always freely availabl

arket share does:
the company, as well as

e Most businesses active today are looking for 3
What if the product needs iots of iny,

e  Dogs
the co

The Product Life Cycle

L e T
R&D Introduction Maturity
Salesg
Volume
Diagram: The Product Life Cycle
The produgc tie basic life story of a product/service. Much like the life of
cycle has a g, middie and eventual end. Some life cycles are incredibly long

paper} while others have much shorter expectancies {such as mobile phones or pers

Stage Description Cash flow
Research ond The point before any sales Only costs at this point
Development can be made
itis in the beginning stages
Introduction The product/service is now and so makes few sales, low:
. launched profitability and has little &
market share COPYRIGHT
Sales and profitability are &
The product/service is growing, as is the potentiai PROTECTED
Growth ) .
becoming established
The brand has strong market
Muoturity share and 50 the company sti
level out receives profit at this point
Sales are failing due to The company may be making%g
Decline decrease in market share a slight profit or even a loss ¢
and growth at this point :
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Froblems with the Product Life Cycle :
e |tis difficult to understand which section of the life cycle a product/service :
of its life {product death). This is because markets can change and so a prod
moment may become the ultimate must-have item the next. '

e The life cycle works most effectively when markets are stable, without any ¢
between trends. Z

cg can continuous
asion strategies, such &

e  The classic bell curve ignores the idea that a pro
heen saved from the decline phase thanks
younger audience. :

o Some products/servic
research on thejs

iregil arter the Introduction stage, because th
e market might not even exist! Other products,

¢« Thep @ Te cycle cannot show any future sales {i.e. businesses cannot ’&
are in the cycle) and so marketers cannot see whether there are more sales§
is about to start declining. 5

#  |f a marketer is iooking at a life cycle with up-to-the-minute data, there mig
sales today. This could look like a genuine problem for the company, which
However, if the same marketer locks at the life cycle next month, this spikes
than a blip. :

e If decline is long and drawn out, a business might not realise and confuse th
product/service is on its last legs! !

Many of today’s marketers choose benchmarking over using the product life cych
comparing a business’s achievemeants with those of the industry standard. A yo-
be selling thousands of cases of yo-yos this year, but how does that compare wit
The life cycle shows a product/service’s life from start to fini nd so needs all ¢
death} to tell the whole story. :

Extension Strategies

When a product or service is nea
breathe new life into it. '
sometimes ing

: ts life, a company will sometim :
s can prolong the life of a product/service
Svery strategy works, though. f

F-:
R&D introduction Maturity
Sales
Yolume

fe Cycle with potential extension strats

Product extension strat technigues such as developing new features an

product/se g tance, has managed to extend the lives of its mobile o

store, whic nsumers the chance to buy and downlioad new applications tha

Promotion extension strategies involve anything from finding new users fora pr
price of an item to redesigning its packaging. Some products experience a new |
advertising campalign {see later on in this chapter} while others just get worse. 5
decreasing the price of a product/service and suddenly get hit with high demand
consumers still associate high price with guality.
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How the Product Mix Can Change

Firms decide how to manage their product mix using a variety of factors, includin
expectation, environmental issues and the market. They also need 1o take into ac
objectives. if a business is looking to maximise profits, it has to consider whether
through cutting costs, making the most attractive product or offering a unique sell}

Changes to Reflect Social Trends
The product mix of a firm can change depending an a;
now may change in a few years. A business

someone else willl ;

internal and ex
react to this and ful

§u5mmabmty Thls has |

product or planting trees for every three products sold).

required to %

Ethics: General business practices have had to change, too. In today’s digital wor:
consumer to research an organisation and learn whether their processes are ethi
promote the fact that they use suppliers that pay fair wages to factory workers,
fashion industries have worked to stamp out animal cruelty from their business

Heglth: The modern consumer is no longer willing to just buy something withouf%
Fast-food chains, such as McDonald’s, have had to change their product ranges it
demand for healthier options. This rise in demand has also brought organic foo
item in certain independent shops, consumers can now buy organic produce in

Technology: Technoiogical advancement has the power to influence how firms
we have as consumers. Online shopping is now the norm — and home delivery,
electronics shop, find a TV you like and look up prices on hone while you'’
change their models to match this —and you can - anything vou tike o
like, too, with films and series available elevision, laptop, mobil
surely there are more to come!

tin reaction to climate change, has created
This can be seen in egual employment policies, but ¢
uwd Have you noticed an increase in wind turbines or solar

to behave
are now bel

Business Objective: Whether a business is looking to survive, enter a new marke;
become a market leader, it will need to formulate a working design mix. For sur
in order to increase sales. However, if it wants to become market leader, it may
order to develop a unigue selling point.

A unique seliing point {USP} is any feature that makes a product appear differem%
created through intense research and development while others come cut of e
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Promotional Decisions ;
The promotional mix, also known as the Marketing Communications Mix ar Mar
comrmunications that a company uses to promote its products or services. From \*
sponsorship and advertising, promotion is an essential part of any business. ‘

Public Relations
Companies use this technigue as a way to increase sellin
positive image for the external market to see. Th
promoting positive media coverage (i
attitude towards anyone in co

tial of their prod%

may en pick up on these and write newspaper storias about the brand§
2. Through this promotion businesses create a name for themselves, whsd‘é

Disadvantoges of Public Relations:
1. itis difficult to measure success with this method

2. Once a business story is released to the press, it can become skawed thré

Direct Marketing
This involves contacting carefully-selected target audiences on an individual
basis, either by telephone, in person or through ‘personalised’ letters. Direct
selling initiatives aim to get an immediate response so that businesses can

create long-lasting relationships and build on their custom

Advantages of Direct Muorketing:
1. Businesses can track the

2. ess of a method before opening itto a

Companies can
: SAMPRign

of Direct Marketing:

Many consumers do not want to be contacted, especially in an unsolicite:

2. This form of promotion can lead to poor-guality leads

Personal Selling
Businesses will often send a sales representative to meet with potential custome
helps to promote the human side of the business, injecting personality into the riy

Advantages of Personal 5efling: A
1.  Person-to-person means the method can be adjusted to whoever the bu

2. Thisis a good way to build strong personal relatior

Disadvantages of Personal Sefling:
1. Personalsellinghasabl ion {CPA), i.e. the price of finding e

2.  Employees reg: g4n order to practise personal selling
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Advertising
This consists of any paid form of communication that is not personal. Companies us
consumers and persuade them to buy their product or service without having any r
advertising include print {newspapers and magazines), hoardings {or billboards),
breaks), public spaces {such as bus shelters and metro/tube tunnels} and online
engine results, video and podcast advertisements.

Advantages of Advertising:

1. The potential for consumer :

caribwasily tracked
€5 at a high price, which makes it difficult for n
Teaders to keep contrel of their market share.

5

es of Advertising: :
1. if an advertising campaign becomes too ubiquitous (i.e. you see/hear it e

be a backlash from consumers who now hate the company — is all public
2. Potential for reach is great, but targeting can be impersonal and so consy

3. This strategy works well for businesses with large budgets, who can affo"%’**
but smaller businesses will struggle to compete f

Advertising in Business :
in the 1990s, Budweiser beer was looking for ways to reinvigorate its brand foré
{between ages 21 and 30}. The company decided on a TV advertising campaigr:
brand name as ‘Bud..weis..er’. The advert played during the Super Bowi and w;
reintroducing Budweiser 1o the 21-30 market. The campaign won numerous a
celebrated as one of the most brilliant of its time.

Sales Promuotion
This is a shori-term incentive tec
service, Examples of this jaed

. 1o encourage and persuade the:
e samples and demonstrations, competity

1. Promotions can help encourage repeat purchases

2. They canalso entice customers who previously may have been reluctant.

Disadvantoges of Sales Promotion:

1. The sales from promotions can often be one-time purchases and then n

2. They are also expensive to manage {i.e. if the promotion does not work, th

Sponsorship :
Companies use sponsorship to promote their products or services to consumers

Sponsarship involves giving support {usually financial} to someone or something
brand awareness, Examples of this technigue include g live events, 50¢
product placement {in film and television) and ce orsement. ‘

Advantuges of Sponsorshin:
1. If people like tt

Disadvantages of Sponsorship: :
1. if people dislike the event, the brand receives a negative knack-on effeci%

2. Some events, such as the Olympic Games, are so big that numerous bras
acdvertising clutter and so limited genuine prand exposure :
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Sponsorship in Business

¢ English footbalier David Beckham is arguably as famous for his fashion tas
Over the years, Beckham has taken part in many sponsorship campaigns w
Pepsi, Adidas, Armani, Samsung and Burger King. f

s Acontroversial form af sponsarship is the advertorial. This is a brand adv

Digital Communication
informatio
now scope
and social m

: w businesses to reach out to more potential custo
neadvertising, product-focused apps, mobile adverts, user-ge
tponsorship.

dvantoges of Digitel Communications:

1. Businesses can target the consumers they want through paid search res
2. Digital is much cheaper than physical communications, such as newspa

Disadvantoges of Digital Communications:

1. Since most brands are looking to advertise, there is great potential for a
2. Asconsumers becomse more Internet-savvy, they are learning to ignore

What influences a Business’s Choice of Promaotional Mix?
Choosing the right promotional mix depends on the business and its objectives.

e Budget: How rmuch money has been allocated to th
it last?

e Competition: Who are the competit
help to combat them?

pany’s promotions

e  Product Life Cycle: What stage is the product at in the life cycle? {Learn mor\\.s

the end of Chapter 3.3.4.)

®  Target Market: Who are they? What do they need or want? When do they
and why?

Changes in Traditional Advertising

in the past, if you advertised on a TV channe! suc
UK would have seen your product. Nowadays, ho
channels, and different ways to watch them, that §
most cost-effective option. Commercial breaks are:
attention any more. Advert 5

What is Branding?

While promotional activiti
that consumersaty:
end-of-sea
recognition”

r product, service or name,

Businesses invest in branding as a way 10 promote the way they wish to be see
strong brand means less reliance on direct selling, sales promotions or price cut
the customers will hopefully come to you! Branding aiso helps create a persona
for a product, service or business.
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Types of branding include:

e manufacturer/corporate
s  product

e  own brand product

Manufacturer/corporate: This branding focuses on the business itseif by ge‘t‘tirxg%
aiang with an idea of who they are and why their prody rvices stand out

which are

sccessful things they sell, Microsoft Corporation’s fiagship F
Windows a E

Own-brand product: This branding started as a way for some supermarkets to off E
consumers {Tesco Value, for example). Nowadays, most supermarkets offer their
their own ‘Essential’ product range. How do you think Waitrose’s own-brand prod

Rebranding is a marketing strategy in which a company changes
a prand to give it a new, refreshed image. Companies rebrand by
creating a new name, term, symbol or design {or a combination
of these} with the hope that consumers, stakeholders or
suppliers will see the brand differently. Some rebranding
strategies lead to success while others fail miserably.

Ceneric vy Branded Products

Strong branding can significantly add value to a product
compared with generic, unbranded products. Thi
producer to command large areas of a mar
a brand as particularly high quali
a premium for it and ev
reduction in p :
meaning t
the numbe

Hers see
e willing to pay
recﬂy This can lead to a
ond {(PED} for the product,

rah charge a higher rate without affecting

Having a strong brand can also help create barriers to entry, which keep potential ¢y

Creating a brand is still a risk, though: just because a brand is well known doesn”
brand has a history of providing low-guality products, for instance, the producer;
they finally try to turn the business around. Consumer opinion is difficult to shifty

Another pitfall in branding is to make your product so famous that every similar,
by the same name. These products are calied brondnomers or generic trademar
Thermos, Velcro, Sellotape, Pritt Stick and Tannoy.
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How Lo Build a Brand

Bifferentiation and Unique Selling Points

Differentiation is how different a product appears compared to its
competitors’. Many companies choose to invest in differentiation
rather than cutting prices for several reasons:

®  Price cutling can create a negative image for a product or service,
because many consumers still associate quality wi

¢ |f a product appears different enough fro tors{ina

positive way), consumers are m
e Abrand image of high e producer to charge

a premium withn

ss can achieve differentiation is through unigue
Ses). Examples of types of USP include:

One way th
selling point?

e design

s after-sales service
®  unigue features

e distribution

e qguality

e durability

A business looking to differentiste itself from competitors must first understand
some markets, for instance, quality is the most important factor while, in other
maost convenient form of distribution {e.g. online, home delivery).

gy, it must also iz
ere agap? The b
three Ps: Price, Place a

Whenever a business considers a promotion or brandin
competitors — what are other companies doing angy
strategy as part of its marketing mix, alongsigs

Yiral Marketing
Nowadays, people can share content with one another in seconds — we don't ever
any more to share a silly video! Companies understand this, and the power it has, &
content 1o be published online. This can include video clips, images, infographics, i
campaigns, among countless others. The aim with creating this content is for so m‘
goes viral. 5

Social Media :
Shareable content can be exchanged online via email and message boards, thoug)
social media. These channels, such as TikTok or Facebook, can be used as adverté
too. Much like advertising at the top of search engi rands can pay for.
higher on consumers’ social media feeds. This sou’ awareness is highly &
correctly, can result in high volume rated content, where consume;
their friends about vour br :

llow businesses to relate to their customers on a ma:
responding uestions or complaints, and to promote thelr brand’s person
entire social iedia team to focus on this side of the business — and some teams
events {(such as the Academy Awards or BAFTAs) in case they can use their socia
on anything! 5

Social med
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Just as a brand can instantly communicate a message, so too can their consume
product or service and tells all their followers, this can easily spiral out of contre
manage this sort of negative publicity — and quickly!

Search Engine Optimisation
This is the process of developing a web page, or entire website, so that it appea
search engines. If you go 1o Google, for example, and seay
always appear at the top. Thisis no commdence - ”
name appears above anyone else’s whe

Emotional Branéang
This form of i n the emotional states of consumers; their needs,
can use adw d t promote its product to consumers and associate it with a
Disney Com 3@ for instance, advertise the theme park Disneyland Paris with
values. Travel agents often run advertisements showing consumers their ‘perfe

focus on friends and family coming together,

Pricing Decisions ;
Companies use pricing strategies to evaluate business decisions based on the ma
consequences that may arise. A company looking to sell a product or service €3
how much it is worth and what people would be willing to pay.

Strategies for New Products or Services

Price Skimming

This involves charging a higher price on release of a pr@duct or
when it isin the growth stage of the product life cycle. Cauufinies

potential sales.

Price Penetration :
At the other end of the spectrum is price penetration: this is when a company cE‘f
their product or service. This is sometimes used on the launch of a new product §
interest and guickly gain market share. A publisher, for instance, may use this t
to buy its new magazine. The drawback to this technique comes if other busines

then have a price war on your hands, which is not good for anyone {sxcept per COPYRIGHT
Price Skimming Pr PROTECTED
When the price of a product is inelastic n price is very &l
Quickly recoup costs of R&D ecoup costs of R&D

Product life cycle is e
Barriers to entry are
safe with a high if @ business is able t
volumes, it can save

Table: Why businesses choose price shimming or price penet 8

Product life cycle is relatively short
Barriers to entry are high
If PED is unknown, it i
price on iy
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The graph below shows the relationship between demand and price when a bus{s::
penetration or price-skimming strategy. When a business enters the market with
than the rest of the market {price skimming}, demand will probably be low. On 1i;

comes in at a ludicrously low price, undercutting all competition, demand shoulg

2

Price

2

-hange in price leads to

Sldmming change in demand

Penetratio

T~

o Q2

Graph: Price Pengtration vs Price Skimming ~ adapted from Baines &

Strategies for Existing Products or Services
Competitive Pricing :
Price leadership is common in oligopolistic markets {i.e. markets that are doming
such as the airline industry. One company, the price leader, will set the price for
other businesses will follow. The price leader is gene ;
market share due to selling high-quality pro
their dominance and premium st
as the high standard. It also ¢
customers will ‘

p companies retain brand loya

the market price set by its price leader/leaders, Price takers cannot compete on
products is high — if a price taker decided to increase the price of its product, con
a competitor that offers it at the market price. 5

Price discrimination, or yield management, invoivas a business charging differen
the same market. An example of this is the cinema, where businesses will manag
time of day or target audience, e.g. matinee performances. :

RO
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Cost-Plus Pricing

One common method that businesses use to determine how much to charge f¢
Plus pricing. This method involves calculating the average cost of producing an
a markup, which considers how much consumers would actually be willing to o

Total budgeted cost + Markup

Budgeter untits

 shoe shop. Larry plans to%
jair of shoes. Larry has budgeted fo

The following data shows figures for L
decided to charge a markup of 28
variable cost of each s

Total budgeted fixed costs
Budgeted variable cost per unit
Markup percentage

Budgeted sales in units

Total cost:

= Tatal fixed cost + Total variable cost
= £10,000 + {(£2.00 x 5,000)

= £20,000

Bariup:
= £283,000x0.25
= £5,000

Total cost + Markup:
= £20,000 + £5,000
= £25,000

Budgeted selling price per un
= £25,000 + 5,000
= £5.00

The final pric®Per unit is £5.00. This includes the cost of the item plus markup tc%
business. 5

Price Tactics
These are the short-term price manipulations that companies use on a day-to-day
over their rivals.

Discounts: Companies offer discounts for a short time as a way to stimulate der‘rﬁ*E
this include two-for-one offers and buy-now-pay-less schemes. f

Special Promotions: A company may choose this tactic if sales decline for one of
Cola sometimes uses this tactic, for example, by offering eight.cans in a pack insty

Loss Leaders: This tactic involves selling one prod
to see what else is on offer. Superm st
grab the attention of custome

Predatory Pricing: When a business sets a price so low that it threatens to dest
market’s barriers to entry. This sort of pricing should only be done in the short
afford to make such losses. Businesses must be careful, though, not to go again
of Fair Trading.
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Factors that influence Pricing Strategy
Businesses make pricing decisions based on a mix of factors. Some of these fact
while others are external.

Competitors: Are there other similar products or services available on the mark
product differently depending on its price. Product differentiation comes into p
points {USPs) of a good can have significant sway over hey ch consumers va
this to decide on apgropriate pricing. Firms shoul ough: make the
from the crowd and they might just lose '

Costs: Can the product

them 1o int; o the market and the profit they wish to make.

siired at a cheaper rate? Businesses need to ¢

Demand: Bu¥asses must understand the price elasticity of demand for their
very price efastic, any increases to its price could significantly reduce market de
people can live without these goods and may choose to buy something eise if t
Conversely, if demand for a good is guite price inelastic, any changes to its price
demand {e.g. petrol or bread: these goods are essential to our society and so p
purchase them even when prices go up).

Pricing Objective: What is the business objective? Is it looking to expand? incre
will have bearing on which strategy a business chooses.

Target Audience: Does the business want to sell to the general public or to a spe
the product or service have a particular age range? A business will consider its au

tycle? H the life oy
make sales over a
longer period.

The Marketing Mix:
Dioes the
consider w
strong hran

t isa pﬂce leader or taker. if the business is a leader with a
product will be less price elastic.

Changes in Pricing to Reflect Social Trends

The rise of the Internet has given way to more innovations in communication th A

predicted — and the world continues to change, as does business.

the product/service from its competitors? A
g presence within the market? A business must aiso

Online Sales: Pioneered by Amazon, online selling is a firm fixture in today’s mark
you find something you like, there’s no point putting any money down until you'v
sold online can be much cheaper since producers do not need a physical location

Price Comparison Sites: No one fikes buying car insurance, and before price com
MNow, you can go onling, choose your price range and | ind a list of pac
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Distribution Decisions

Another P in the marketing mix is Place, or distribution. Any business that want
product or service is available in the right place, at the right time and with enou
order to achieve this, a business must establish, maintain and develop the appr
product or service.

if a business has not considered these factors, it may fail ¢
the newest technology in the right place, fori

A distribution network shows
Choosing the right distr:

t a product/service takes to get fr
shod is essentaal Distribution netwaorks shoul
®  enco rchases from consumers
®  enable livery of a product/service

e maximise the number of potential customers for a product/service
»  ensure quick delivery of a product/service

e provide market information to producers and retailers

e  create a positive relationship between producer and consumer

Distribution Channels

A distribution channel is the fiow of organisations that connect a product from
member of the channel plays its part. if a smali-scale producer was to handle di
business expenses would he high, making the product cost more for the consun
use some form of distribution channel,

There are three main flows in distribution and these can be ted into two gro

Short-channel distribution, or direct mar

st two organisations irg
the consumer. 5

Two-stage
This meth
company, fo
10 CONsSUMers.

antonly used by businesses that sell large machinery or equip
Stance, will manufacture a new product and then use direct sell

Producer Consumer

Lang-channel distribution, or indirect marketing, involves the producer, consumer
way. These intermediaries can be anyone from wholesalers and distributors to reta

Three-stage distribution
This is the distribution method of choice for electrical goods manufacturers. W
creates a new product, it will then sell directly to retailers, who then set a price

Producer

Four-stage distribution
Wholesalers act as
four-stage

een the retailer and producer by buying up
) producer could be a cheese farmer, who provides the

in butk, The' aler then breaks the cheese into smaller quantities and sells i

country, such as supermarkets, newsagents and corner shops. Retailers then self

consumers. ;
Producer Whaolesaler Retailer
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Choosing the Right Distribulion Network :
The aim of a distribution network is to deliver a product/service on time and in g\\
must make sure to choose the right one. In order to choose the most relevant ne
the following:

The Product
if the product is new fo the market, it may need {o be intrody
and explangtions. Consequently, it would be inappro
new types of machinery, equipment and t :

zed 1o the custome
i it through gen
soid at trade shows

The Market
Products thy :
a relatively ¥ ‘omer base and, therefore, tend to be made available to buy
speciolist ret®Srs. This is different for general household groceries, which have
therefore, can be bought from a large number of outlets,

Legal Restrictions :
The law of the country will determine where certain goods can be sold. For exam
be purchased from a chemist’s shop. :

Customer Expectation .
Customers expect to buy certain goods in traditional establishments. For exampi\\
supermarkets and glasses from opticians. :

Decisions on People, Process and Physical Environment
Businesses talk about the four Ps of marketing: price, product, piace and promot
more Ps that deserve just as much focus. :

People
Training is important in business. Not only does it he
good customer service and responsiveness. Cons
sector. An independent cinema, for in
versa. The employees of a bus
ambassadors for the ¢o

rce become mor
: different expectatic
Aot use the same sales tactic
fithe only people that consumers ev’f*S
is imperative that the workforce has thc§

Process :
This involve! ng of the business that the customer experiences. If a busine A
a website that makes it look like a children’s toy magazine, consumers are less li§
take their money elsewhere. Likewise, any service that takes an unreasonabie ar
support in the long run. Companies must have their processes streamiined to th
from the shopping or browsing experignce to after-sales service and communica
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Physical
Imagine opening a pizza restaurant inside a dog food shop, or setting up a 24-ho
ciub! Neither business would work well — instead, they would probably just put

the high street, in an industrial estate or on the Internet, the physical aspects of
Consumners have certain expectations for any kind of business and so if you're lo
you're stationed next door to a smelly car garage, you're probably not on the ro

The importance of an Integrat: ‘ #ting Mix and How C

the Market
An integrated market __ ‘a combination of marketing methods and
torget potey gs and gain a better understanding of their needs and w

delivering

goods and services to their customers. An integrated mar
business g st ‘

g competitive advantage over its rivals.

The integrated approach to marketing encourages a business to be more proacts
product development, product quality guarantee, product pricing, product proms
competitor threats, integrated marketing affords a business the opportunity to b
tools to help analyse, understand and satisfy a dynamic market environment, at

in addition, competitiveness can be improved when a business reduces it costs, |
product, improves the guality of its customer care, improves its after-sales servig
training and retraining programmes. ‘

Competitiveness reflects the energy and effectiveness of all of the business’ func:
value to the product or service to make it more desirable to byyers. Although an
supported by an integrated marketing policy plays a ‘ role in this, a by

1. Assessits organisational strengths and
alff ernployees. This aliows a b

3. Ensure that adeguate finance is avoiloble to implement strategies and plans:

4. Use new and gppropriote technologies to reduce costs, increase business ]
market growth and gain a competitive advantage over business rivals.

ol

Devise and monitor on integroted human resources policy to ensure that eny
knowledge, skills and experience to contribute to the business’s current ang

6.  Know who jis customers are, what they want and need and when they Wam%
marketing mix, coupled with an integrated approach to marketing, will help:
abjective is achieved.

7. Outsource work to other businesses when and if appropriate. This is an extey
theory, for example, a manufacturing business s n the manufactu
have the expertise to undertake extensive m rch and so may emps
market research agency to under drch an its behalf, :

product or service. Best practice in gus

Market conditions and actions of competitors do impact on the competitiveness
strategic plan is prepared that takes these factors into account a negative impac
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Business-to-Business vs Business-to-Lonsumer
Business-to-business {B28} and business-to-consumer {B2C) marketing share ma
markets are very different. Marketers, therefore, have 10 work differently depe

Business-to-business mariketing is aimed at very few buyers {other businessas} w
for almost anyone. We have all been consumers at same point in cur lives, from
researching the costs of holidays or new cars. Consumcr neraily make a p
own needs {unless buying for friends or famiiy). B o the other hand,
corporate objectives in mind.

Hess-to-consumer, marketers need to be ct
o at the right price and businesses want to build
nd 50, all marketers need to gather information on their
e competition out there.

Whether business-to-
are looking 4
with their g
consumer ar

influences on an Integrated Marketing Mix
As we have seen in this chapter, it is vital for businesses to ensure a fully integrat
many factors that Influence what that mix looks like, including: -

Product Life Cycle: depending on where a product is in its life cycle, the casha b
different ways. For a product at the R&D stage, there will be much more develop
the product is able 10 be released, the business may spend more on product pla
aiso the chance of prices changing over time, especially when a business is met

The Boston Matrix: the number and type of products/services a company has dis
firm has only a few choice products, for instance, it may be able to streamline its§
direction. A business with a large portfolio of cows, s ‘¢ \lem children and o
marketing budget going in all sorts of directi

L it will likely only need 1o focus A
n the othar hand, require ali seven Psof §

Product Type: if a firm’s main se
price, place and promot]
to succeed

dMarketing @s: a business’s marketing mix depends heavily on what its o}
to boost its market share, improve brand awareness, generate more sales or mo
these questions can lead to a change in marketing mix, :

Budget: there is only so much money to go around. This is true for any business,
profitable. As such, businesses will allocate only the funds that they can afford t
most promise for future profitability). Z

Target Market: a business’s marketing mix will depend on its target market. A fi
wealthy, for instance, would probably not need to compete on price, instead fod
the highest degree. '

Competition: this is always changing and, therefore, always affecting a business
has been the leader of its market for over ten vears, a riva) d swoop in and w
in a loss of market share Tor the firm. The compa e need to alter its §;
ordar to stay relevant. :

tands where it sits in the marketpiaaﬁ;
8t? Do you sell business-to-business or busines
he under-21 market, for instance, it would be a bacé
nce market. 5

Positioning: any successful

pension /|

External factors: these affect every aspect of business, including the integrated
supply of raw materials was suddenly cut off, for example, it would need 1o find
without drawing attention to the fact that its product has had to change.
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. %24 Questions

Please write your answers on a seporote piece of poper or in on exercise book.

8. ldentify and explain two factors that can influence a business’s pricing stra;

9. a. Copyoutand fill in the blanks of this four-stage distribution flow diagé

Producer

b. Name zanexamp

f the flow diagram, e.g. producer :

1i. Rebranding can significantly boost public awareness of a product, serv
What are possibie positive and negative effects that come with rebran
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23  Keywords

Branding: This is the image that businesses create for a pt

company themselves. :
smarketing strategéié
otion, physical, &

Marketing Mix: the elemeants of a comps
Ps: product, place

R

Objective: Ves are those goals/targets

Penetration Pricing: s of pricing artificially low in order m§
Predatory B Hsetting prices so low that it threatens o destro;;;

Price Elastid where demand for a product is greatly affectec%

rmust pay.
Price Inelastic: where demand for a product is barely affected A
Price Skimming: charging a higher price on release of a product

of the product life cycle, in order to make the rr\
product launch.

Promotion: This is how businesses build awareness of a proy
such as direct seliing and online advertising.

Sampling: Collecting the opinions of a cross-section of pe
the wider market segment. :

Sponsorship: When a business supports another person/bus '
promotion, such as th rship of sporting

Sustainable:

nwhich they operate.
Target Market: ctor of consumaers that a business chooseé

This is a feature that makes a product/service :

T own strategic objectiy
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z.3, Answers

1. Students can identifv any one of the following {though answers are not limited to th

*  Branding encourages consumers {o feel more connected to products and serv

owner companies

e  The stronger the brand, the less likely buyers are to jump to another product/
arcund friends, family and colleagues as a personal re wendation

e Strong branding can help a company overco Hluences such as p

that consumers have in a brand, the l tis to external pressure

2. Students should show unde
consumer mcome.

he economic recession of 2008 led
ds Ladle can generate ftigher sales since so m

the competition.

3w Advantages of primary research include: reveals new information; keeps th
market; and allows the business time to concentrate on its targel market,
b, Limitations could include: size {ie. too small a sample); bias {ie. interviewe
other corvelations); representation (e.g. regions can differ}; expense and ti
closed guestions).

4. 4. The magazine is unitarily elastic, which means demand changes at the same.
b, Students should show understanding of terms, explaining that if a product i
seller is able to increase the price without fear of losing demand. This is becas

are normally leaders in their markets. f

Consumers are often swayed by price {higher is better) and so a lower-priceq
value/quality. A reduction in price on an inelastic g erefore, may maké;
the producer runs the risk of losing what made

5. Students should explain one way th Wi affected by YED, including {

1. Businesses can hetter j roduction cutput in response to consun;
to produce wi

Wermore, businesses can expand their portfolio of goods offered dependisy
incomes of their customers

6. a  Students should show understanding of the fact that niche marketing applies;
section of the market. A luxury hotel business, therefore, is most likely target;
that has enough money available and wishes to spend it on luxury hotels.

b, Example business types might include anything from affordable cor manufas
to soft drinks, coffee and bread. :

7. Students should show understanding of segmentation methods and how they relas

Examples inciude {but not limited to): COPYRIGHT

Demographic: luxury hotel businesses often cater to older consumers. This busin PROTECTED
promotion that pushes the services to a younger demog !

Geographic: any business that wishes to grow
currently based in one area, it might

oking at branching in
sates if it had more location

ently have muich repeat business, it coui
fHieaper-rate packages.

Behavioural: if the busin
loyalty card sch

5 the company’s services to consumers that might not think ih()
Gckages or timeshare opportunities). 5
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& Students can explain any of the following factors:
Competitor businesses can affect the way consumers see g product/service

2. The pricing objective of the business, i.e. looking to increase profits, market sis
3. Costs, ie how cheaply can a product be made? :
4. There may be a price war, meaning new businesses are unable to enter the H"
5. Who the business is selling to :
6.  Where the business sits in the marketing mi. W price leaders or

7. The price and income elasticity of d wce how much a busin

price change

8. Where the product e can significantly affect a business’s pricii

of this four-stage distribution flow diagram:

Wholesaler

Retailer

B, Name an example for each stage of the flow diagram, e.g. producer = apple

Example answers:

Producer = electronics manufacturer or dairy farm

Wholesaler = supplier to supermarkets or book warehotise
Retailer = high street shop or online store

Consumer = family buying produce or business needing machinery

18, Possible answers might include changes in communication and the popularity of
consumers, taking advantage of key events and generating user-created content
risks include instant communication: consumers can sqy things about your bran
Social medin communications also need thorough planning just like any other m
brand messages. :

¥ product, service or coms
inesses do not have to focus th

11. Positive effects: Every consumer leari:
directly to you when they have a r«
generate enquiries. Strong
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