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Chapter 9: HSC course


Marketing
(25% of course time)

Expected Outcomes

On completion of this topic students should be able to:


understand the role of marketing in business


describe the steps in successfully marketing a product (a good or service)


devise a marketing plan


critically assess the implementation and management of a marketing plan.

Terminology

Product orientations, profitability, situational analysis, technology, gross profit, pre-tax

profit, distribution, customer base, contribution, agencies/dealers, representatives,

samples, product liabilities, market research, niche market.

Possible Approaches


Use case studies of specific marketing plans.


Illustrate the process of marketing through a market research project.


Contact Young Achievement Australia to link with their products/projects.


Invite the marketing manager of a company to discuss their latest strategies.


Devise a specific marketing plan for the school or a product of the school, such as a magazine, a concert, an art/craft show, or a quiz night.


 Visit a shopping centre to investigate the range of marketing techniques used for a variety of products.


 Undertake a SWOT (Strengths, Weaknesses, Opportunities, Threats) analysis of your school.

Area of Study

1. The marketing concept


 Overview of the business plan.


 Role of marketing in achieving business goals.


 Approaches to marketing.


 Goals of marketing.

2. Managing the marketing process


 Organising the planning process.


 Analysing market opportunities.


 Selecting target markets.


 Developing the marketing mix.


 Managing the marketing effort.

3. Developing a marketing plan

(a) Organising the planning process


 Reviewing the business situation:

B mission, goals and objectives.


 Establishing marketing objectives:

B increase market share, product range, geographical representation, expansion through export, maximising customer service.


 Developing strategies to achieve objectives:

B increase market share, geographic expansion, market penetration, price advantages.

(b) Analysing market opportunities


 External influences:

B general economic conditions, government policy and regulations, overseas influences, demographic patterns, technological change, changing consumer attitudes and values, competitors and alternative marketing methods.


 Internal influences:

B use of SWOT analyses, including analysis of business resources, staff, assets, market share, product characteristics, competition, advertising, pricing, financial capacity, innovative potential.

(c) Selecting target market


 Market segmentation:

B mass markets

B concentrated markets

B differentiated markets

B niche markets.


 Physical basis for segmenting the market:

B size, share, location, industry, demographic features.


 Behavioural basis for segmenting the market.

(d) Developing the marketing mix


 Elements of the marketing mix:

B product, including brand name, packaging, positioning, warranties

B price, including list price, discounts, credit terms, payment period

B promotion, including advertising, sales promotion, publicity

B place, including location of markets, warehousing, distribution, transport, inventory.


 Determining the emphasis within the marketing mix.


 Impact of product life cycle on the marketing mix:

B idea generation, screening, financial analysis, product development, test marketing.

(e) Analysing costs and benefits


 Developing a financial forecast:

B projected costs and revenues

B expenditure breakdown, including research costs, promotion, advertising and packaging, distribution and warranties.

B revenue breakdown by market territories, company division and representatives.

4. Managing the marketing plan


 Monitoring the marketing plan:

B sales and market

B market share analysis, ratios, profitability by product/territory.


 Modifications to the marketing plan:

B change in marketing mix, new product development, product deletion, allocation of human resources.

5. Marketing Case Studies


 The development of a marketing plan in a business.


 The management of the marketing process in a business.

SUMMARY
1. Organising the planning process

· Situation

· Objectives

· Strategies

2. Analysing Market opportunities

· SWOT analysis

3. Selecting Target Markets

· Segmentation

4. Developing the Marketing Mix

· 4 P=s

· product life-cycle

· Cost Benefit analysis

5. Managing the marketing plan
THE MARKETING CONCEPT

Definition:

Marketing involves any activities relating to  the conception, development, pricing, promotion and distribution of a product or service to create exchanges which satisfy both the consumer and business.

Marketing is more than just selling - it identifies customer wants and then produces to satisfy those wants.

Review of the Business Plan
The business plan sets out where the business is going and how it should get there.

A business plan is a written expression of your intentions for the developments of your business in the next 3 - 5 years.  It sets a direction for the business to follow by defining business objectives and the strategies to adopt and achieve them.

Business Plan:

1. Look at Mission Statement 

2. Analysis of current position of business

3. Goals for the future.  Monetary terms - budget

4. Strategies to achieve those goals. Production, HR, Finance, marketing

5. Measure achievements

6. Revise plan

The business plan includes:

1. The Business - Description, history

2. Marketing SOTS FM - how to sell it

3. Staffing: Management - who makes it.  Job Description and duties.

4. Purchasing - Where you get it from

5. Production - how it is made

6. Financial Matters - how it is paid for.  Debt/Equity

It is wise to implement the marketing side first as marketing is the basis for all other activities in the business.

The Benefits of Planning
· Planning gives the business direction and keeps management focussed on the >main game=.

· It forces management to look into the future and consider possible changes and threats.

ROLE OF MARKETING
The role of marketing is to bring the buyer and seller together. 

This is done through the development of a marketing plan which identifies strategies to allow the sale to take place.  This should identify:

· where the market is

· who will buy the product

· why they will buy the product.

Marketing has two main goals:

· Increase the demand for goods and services

· Increase the awareness of goods and services.

APPROACHES TO MARKETING
1. Product focussed
1860s - 1910s

2. Sales (customer) focussed   1920s - 1960s

· Result of increased competition - mass production of goods

· leads to increase in advertising

3. Marketing approach Stage 1 1960s - 1980s

3. Orientation with customer wants

3. market research

3. Marketing concept:

3. Customer oriented

3. Supported by integrated marketing strategies

3. Aimed at satisfying customers

3. Integrated into whole business.

Marketing Concept (Def.) - A market oriented philosophy which states that the whole business is oriented towards satisfying the customer. 

For marketing to be successful it must be supported by:

· an efficient production process

· high quality products

· an efficient administrative system

· adequate financial backing

· an efficient staff selection and training process

4. Marketing Approach Stage 2 1980s - future

4. Shifting emphasis of marketing, eg environment

4. Social responsibility of business.

Business orientation
There are two main types of business orientations:

Market orientation: Organisation focuses on CUSTOMER needs and wants.

Product Orientation: Company focuses on developing a PRODUCT and hopes customers will buy it.

MANAGING THE MARKETING PROCESS

· OASDM

1. Organising the market planning process

2. Analysing market opportunities

3. Selecting target market (Segmenting)

4. Developing the marketing mix
5. Managing the marketing effort

ORGANISING THE MARKET PLANNING PROCESS
Analysis
· Reviewing the business situation.

· Where is the firm now and in the future?

External Business environment
Before the planning process can begin the marketing manager must have a good understanding of the external factors affecting the business, as well as those which could affect the business in the future.  There are a number of wide ranging forces which affect the business:

· changing economic conditions
· changing technology
· Demographic changes - e.g. population shifts, aging.

· Political and influences - changes to government policies: monetary and fiscal policy, prices and incomes, and microeconomic reform.

Developing goals 

Once the firms position has been reviewed it is now in a position to establish  marketing objectives.  For example: increase market share by 5%. 

Through changes to the marketing mix, the business can devise a strategy that will achieve the marketing objectives of:

· Increase market share.

· Changes to the product range.

· Widen geographical expansion.

· Expansion through export.

· Maximise customer service.

Market share is the percentage of total sales held by a particular firm.

Product range is the full list of products sold by a firm.  

Product Width is the number of different product lines carried by a business.

Product depth is the variety of models held within each product line.

Geographical representation is the number of outlets that a firms product is sold in.

Marketing Strategies
Developing marketing strategies to meet marketing goals.  

The main four marketing strategies to achieve objectives are:

· Increase market share

· Expand into new geographical areas

· Increase market penetration

· Gain price advantages

1. Increase market share
There are a number of ways to increase market share:

· lower price

· improve product image - though advertising

· improve customer service

· introduce a new line - increase product width
· introduce more differentiated products - increase market depth
· offer discounts, gifts, loyalty schemes

2. Geographic Expansion
Involves gaining a bigger customer base. There are two main strategies to achieve geographic expansion:

· open a new branch

· merge or takeover and existing business.

3. Increase Market Penetration
Strategies to Sell more products to existing customers. Strategies for market penetration include:

· Price penetration

· improve brand loyalty

· increase brand recognition by promotion

· employ more sales staff

Market penetration strategies are most effective in rapidly growing markets with low levels of competition.

4. Price Advantages

There are a number of pricing strategies available to businesses:

· Price Penetration - low pricing

· Prestige pricing - charging high price to develop aura of status and quality

· Price Skimming - eg. High Technology

· Multiple unit pricing - cheaper price if more than one is bought

· Odd Pricing - $6.99, $8.95, seems lower

ANALYSING MARKET OPPORTUNITIES
Clear understanding of both:

· Strengths, weaknesses

· Opportunities, threats

External Influences
The following external influences should be considered:

· general economic conditions - e.g. inflation and interest rates

· Government policy and regulations -

· Overseas influences - globalisation of markets

· Demographic patterns

· Technological change

· Changing consumer attitudes and values

· Competitors

Internal Influences
· Business resources

· market share

· product characteristics

· competition

· pricing

· innovative potential

· financial resources

SELECTING TARGET MARKET (SEGMENTING)
· Total market approach (mass market)

· Market segmentation approach

SEGMENTATION
Markets are segmented into groups of people with similar needs so the business can develop an appropriate marketing mix for each segment.  Markets may be segmented according to:

28. Demographics

· Age

· Gender

· Income

· Social class

· Occupation

29. Geography: 

· Location - what is it close to?

· urban

· rural

· climate

· Landform - type of land

30. Psychographical

· Personality, 

· Motives.

· Lifestyle - e.g. holidays, luxury cars.

31. Behavioral

Mass market: Market with a large volume of sales.
DEVELOPING THE MARKETING MIX
· Product - brand name, positioning, packaging, guarantee and warranty

· Price
· Promotion - advertising, public relations

· Distribution (Place) - how to get it to customers.  Incl: location of markets, transport

MANAGING THE MARKETING EFFORT
Marketing management is the process of monitoring and modifying the marketing plan.

· Assessing effectiveness, actual against targeted 

· Δ market B> Δ marketing plan

Remember product/profit life cycle.

DEVELOPING A MARKETING PLAN 
Situation

Goal

Strategies

A marketing plan outlines what marketing actions need to be taken.

A successful marketing plan is integrated with all other aspects of the business

· SOTS FM
1. Situational analysis
· present state of business

2. Establish marketing Objectives

· What do we want to achieve?

Includes:

· Increasing market share (profit, protection from competition)

· Increasing product range

· Increasing geographical representation

· expanding sales though Exports
· Maximising customer service

· Select Target markets
· current targets 

· future targets

· Develop marketing Strategies
Through changes to the marketing mix, the business can devise a strategy that will achieve the marketing objectives of:

· Increased Market share

· Geographic expansion

· Market penetration

· Price Advantages

· Prepare Financial forecasts
· budgets

· Monitor and Modify the plan
· Evaluation

SUMMARY: Marketing plan so far

So far in developing the marketing plan we have:
1. Reviewed the mission, goals and objectives of business.

2. Established marketing objectives

The next step is to critically examine the environment in which the business operates.  This consists of the internal and external environment.

EXTERNAL INFLUENCES
· General economic conditions

· Government policy and regulations

· Demographic influences

· technological change

· political influences

· Competitors

General Economic conditions
· Level of economic activity

· Where on the business cycle

Government policy and regulations

· Either expand or contract business activity

· eg BUDGET

· Fair Trading Act 1993 (NSW) 

· Trade Practises Act 1974 (Clth)

Overseas influences
· Imports

· GLOBALISATION of markets

Demographic patterns
Demographics are population characteristics.  When constructing a marketing plan it is important to understand current and future customers. Examination of demographic patterns will provide a clearer picture of a firms future customers.

Trends in demographics

· people are getting older

· decreasing family size

· increasing racial diversity

· increasing income - 2 income families

Technological change
· Evolving technology

· The Internet

Changing customer attitudes and values

· Changing values of society, belief=s lifestyle and customs. 

Concern for Environment
· green philosophy

· recycling

Health conscious customers
· products targeted accordingly

Convenience
· less time - easier

Activities of competitors
· What marketing activities are they conducting

· How successful is it?

Alternative marketing methods
· non-store retailing - telemarketing, door to door, mail order

· E commerce

INTERNAL INFLUENCES
Business has control over the influences within the business

· Business Resources - staff, assets

· Product characteristics

· Advertising

· Pricing

Analysis of Business resources
Staff

· staff skills

· trained in interpersonal skills and have a high degree of product knowledge

Assets

· Goals realistic given current assets?

Analysis of Market share
· market share needs to be constantly monitored

· Possible revision of marketing plan if share is decreasing.

Analysis of Product characteristics
· Comparison of product verses competitors  - strengths and weakness.

· eg.  customer feedback

Analysis of Advertising
· How effective is it?

· Cost benefit analysis

Analysis of Price
· PRICING STRATEGY - price set for a businesses products in relation to competitors prices.

SELECTING TARGET MARKETS - MARKET SEGMENTATION
Marketing plan
Consists of:

· Objectives

· strategies - incl environment

· marketing mix

This is used to select a market segment which the business will target.

The total market can be segmented into

· customer(household) markets

· organisation/business markets

Primary Target Market - primary segment at which most marketing resources are directed.

Secondary target market - a small, less important segment to which products are sold.

How markets are segmented:
· Mass Marketing Approach
Seeks a large range of customers.  eg.  basic food items, gas, electricity.

· Niche Markets 

eg.  BMW.  

Analyse customer base more closely.

Design strategies to satisfy this groups needs.

Dangers of Niche marketing
· large producers may enter niche if too successful

· Firm may be reliant on one product and so high risk.

· Differentiated markets (multi-segment)

Between mass and concentrated markets approach is the multi-segment approach.

Involves directing its marketing efforts at two or more segments

Basis for segmenting the market:
· PHYSICAL - by physical characteristics, i.e. size and market share, location, Industry, demographics-  (age, gender, family size, education, social class).

· Size includes such things as the number of people who but the product compared to competitions or its physical size.

· Location - Climate, Geographical segmentation groups customers according to some demographic feature.

· Psychographic or lifestyle segmentation looks at customers personalities, activities and interests.

· BEHAVIOUR - Behaviour can be grouped in several ways: 

· usage rate (20/80), 

· loyalty, 

· benefits sought (either real or perceived) eg status or quality.

· user status, 

· purchase occasion - the reason for buying the product

Physical Basis for segmenting the market 
Breaking the market down according to physical characteristics.

· Size - number of customers, geographic size

· Location - rural, urban, climate, geography.

· Demographic - age, gender, income, education, family size and type.

· Psychographic (lifestyle) - personality, lifestyle, social status, interests.

Behavioral basis for segmenting the market
· Benefits sought - what they want from the product - e.g. prestige, quality, reliability.
· Purchase occasion - what the product is bought for, e.g. special occasions, week nights, weekends.

· Usage rate - The rule applies that 20% of your customers purchase 80% of your product. Marketing should be targeted accordingly

· User loyalty - loyalty to brands or use other factors such as availability and price to determine choice

DEVELOPING THE MARKETING MIX

4 P=s
PRODUCT:

A combination of good, service or idea.

Eg.  good: CD.

Eg.  idea: advertising campaign, logo.

Eg.  service: massage, haircut.

Total Product Concept, which includes:

· brand name

· positioning - perceived value

· packaging - protects, promotes and informs.

· aesthetics

· features and style

· guarantee

· warranty and after sales service - make customers feel safe about their purchases.

Product refers to both the tangible (physical characteristics) and intangible aspects (perceived value).

It is more often than not the intangible benefits that sell a product.

· Product Differentiation: anything which distinguishes the product in the eyes of the consumer

· Packaging can: Appeal to the consumer, differentiate the product, enhance the brand image and even protect it from damage.

Consumer goods
There are 3 types of consumer goods:

· Convenience items - no in-depth though put into purchase, non-durables, eg staple foods and impulse buys

· Shopping goods - consumers shop around for them, durables,  eg TV, fridges

· Specialty goods - consumers make special effort to buy, eg Antique couches, Porches.

PRICE:
In marketing terms price = product value
The price of a good or service may depend on:

· Cost to produce goods or services

· Demand

· What the market will bear

The goal of the business is to chose a correct price - a balance.

· Pricing Objectives
A business must decide what it wants to achieve through pricing - its pricing policy.

Some examples of pricing objectives are:

· Market share

· Survival

· Status quo.  Eg.  banks: simultaneous changing of prices.

· Return on Investment.  Eg.  10%

Discounts

· seasonal

· quantity

· cash discounts - cash flow

· credit terms.

Pricing Methods
· Cost plus margin

· Demand based - what the market will bear

· Competition based.

Pricing Objectives B> Pricing methods B> Pricing Strategy B> Price

Pricing Strategies
Skimming: high initial price of product.

Penetration: low price to gain market share quickly.

Cost based pricing: firms adds up costs then sets markup.

Demand based or perceived value: what people are willing to pay.

Psychological pricing: focuses on consumers perception of price, eg $2.99 rather than $3.00.  Stressing price reduction, eg was $30, now $21.

PROMOTION: 

Promotion involves communication about the product or service.

It is the methods used by a business to inform, persuade and remind a target market about its products.

To achieve these objectives a promotion campaign attempts to:

· attract new customers

· increase brand loyalty

· increase more purchases by existing customers

Advertising is just one of 4 elements of the promotion mix:

· Advertising - through a mass medium.

· Publicity - free news stories, public relations.

· Personal selling

· Sales promotion - direct inducement.  eg.  free extra.

DISTRIBUTION (PLACE)
How to get it to customers.  Routes taken to get the product from factory to customer.

Includes: 

· location of markets

· transport to markets

Factors of Location
Why a particular business has chosen to locate in this particular place.

· MARKET - close to demand.

· Competition

· Infrastructure - road, rail, support

· Labour - skill and quantity

· Government - Laws and regulations eg. zoning

· Raw materials/Supplies

· Geographic - climate

· Landform

DETERMINING THE EMPHASIS WITHIN THE MARKETING MIX

A marketer must decide on the appropriate market mix, that is, the emphasis placed on each of the four marketing elements.

IMPACT OF THE PRODUCT LIFE CYCLE ON THE MARKETING MIX
Diagram
The stage of the product in the product life cycle will affect the marketing mix.

1. Introduction stage
Low sales

· Set price to attract target market

· Promote heavily - personal selling, publicity, mass media.

· Encourage association with brands name (product is little known at this stage)

· Set up appropriate distribution channels (selecting distribution)

· Either price skimming (no competition) or price penetration

2. Growth Stage
Increasing sales

· Encourage brand loyalty

· Strengthen product=s position

· Differentiate product as competition increases - new uses, styles

· Develop new segments

· Broaden distribution network

· Decreasing prices due to economies of scale

· Promotion: try to strengthen brand loyalty

3. Maturity (saturation) stage

Max sales, beginning to decline

· Redesign packaging

· Offer reduced prices, incentives and markdown

· New promotion strategies - differentiate product from competition.

· Finetune product

4. Decline Stage
Declining sales

· Lower price to reduce inventory

· Reduce promotion effort

· Possible abandonment of product

5. Regrowth Stage
Second chance, sales beginning to increase

· Update promotion campaign

· New target markets

Before a product even gets to the introductory stage, it needs to go through a number of preliminary stages.  These are idea generation, screening, financial analysis, product development and test marketing.

· Idea Generation: Generating new product ideas.

· Screening: sifting good ideas and bad

· Financial analysis: Accepted ideas are costed.  Projecting of expected costs, sales and profitability are calculated.  Is the product profitable?

· Product development: The product is developed from an idea into a prototype, research and development is conducted.

· Test marketing: preliminary marketing of the product in a sample area, so that the product itself, and any marketing strategies, can be tested before any official product launch takes place.

The length of the product life cycle can range from a few weeks (fads) to many years (cars). 

Life cycles are getting shorted due to technological change.

COST BENEFIT ANALYSIS
Weighing up Expected sales vs.  Total expenditure

Developing a Financial Forecast
When evaluating alternative marketing strategies, a business will need to develop a financial forecast which details costs and revenues for each marketing strategy.

By measuring sales potential and benefits for each strategy and comparing these with anticipated expenditure a business is in the best position to decide how to allocate its marketing resources.

Projected Cost and Revenues

A marketing plan should contain the following projected revenues and costs so that forecast performance can be compared with actual outcomes:

1. Expenditure (costs) Breakdown -  These estimates detail how much will have to be spent on each part of the marketing plan.  Such costs include:

· Research and Development
2. Revenue Breakdown - This outlines how much income should be generated from forecast sales.

· Market territories - 

_

MANAGING THE MARKETING PLAN
Marketing management is the process or Planning, Leading, Organising and Controlling the market strategies.

The management of the marketing plan can be divided up into two main functions: 

1. Monitoring.

2. Modifying.

Monitoring and Controlling the marketing plan
Comparing planned performance standards with actual performance.

· Cost benefit analysis of marketing activities - which marketing activities are most effective?

· What is companies Market share? 

· What is competitors market share?

Modifications to the marketing plan
Changes to the Marketing mix:

1. Product modifications:

· existing product modification, 

· new product development,

· Product deletion.

2. Price modifications - in response to Δ in external business environment.

3. Promotion modifications - at what stage is the product in the product life cycle?

4. Place modifications - increase in distribution channels; exports?  Internet distribution?

External Influences - Government policy and Regulations.

· SOGA: Sale of goods act.  1890's London.  

· Adopted NSW 1932.

· The only protection consumers had.

· 1974 Trade Practices Act (Cth)

· 1993 Fair Trading Act

· ASIC - Corporations Law

Exam Practise
Write in Report Style

EXECUTIVE SUMMARY

Internal and external factors:
Market opportunities

Business resources

market share

product characteristics

competition

pricing

innovative potential

relationship marketing - repeat custom.
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