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Marketing objectives

Starting point

When you get a job, whatever that
might be, you will find that your
business (or organisation) will carry
out some form of marketing activity. It
is therefore important to have an
understanding of what marketing
involves and the ways in which it
affects the organisation’s objectives
and activities.

Businesses clearly need to make a
profit, but they also have to allocate
resources to attract new customers and ensure that existing customers
keep coming back to provide that profit and safeguard jobs. Marketing is
all about identifying and reaching the customer ‘in the street’ with the right
product.

What you will learn from this chapter

m Marketing is a complex and wide range of activities which involve
fulfiling a series of objectives, satisfying the differing needs of a range
of customers and being aware of what is going on in the marketplace.

m Specific marketing objectives include profitability, product
development, promoting the brand, achieving market share and last,
but not least, looking after the customers.

m  Marketing is very much centred on the customer and successful
marketing involves a business carefully identifying the market
‘segment’ or ‘segments’ — the types of customer — to which it will sell
its products.

m There are many ways of identifying customer types — by the area in
which they live, age, income, social class and their lifestyle and sets
of values.
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PRODUCT

PRICE

PROMOTION

PLACE

What is Marketing?

a definition?

Unlike business functions such as finance and human resources, marketing
is difficult to define. It involves a very wide range of activities. If you ask the
‘person’ in the street what marketing is you are likely to get a variety of
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answers involving terms such as “advertising”, “special offers”, “customer

guestionnaires”, “selling”, “launching a new product”. These are all part of
marketing but are not in themselves a definition.

Taking all these key phrases quoted above you might describe marketing as:

Getting the right product to the right people at the right price at the
right time

Successful marketing results from what are widely known as the 4 P’s.

the 4 P’s - the marketing mix

The four P's -Product, Price, Promotion andPlace — are helpful because
they provide a focus for an understanding of the marketing activities and the
marketing planning carried out by a business. They are often known as the
marketing mix because they provide a structure for a successful marketing
campaign. As you will see they include many of the terms quoted by the
person in the street at the top of this page. The ways in which the four P’s are
used in marketing planning are discussed fully in Chapters xx and xx.

getting the product right for the customer
Finding out what the customer wants using detailed market research and then
designing and producing a suitable product, eg a drink or a holiday.

fixing the price at the right level

Fixing a price at which the customer will buy the product. This will require
research into what the competition are charging and what the customer is
prepared to pay.

promoting the product to the right people
Deciding how you are going to promote the product using a range of
techniques including advertising, publicity and special offers.

getting the right product to the right people at the right time
Deciding on where and how you are going to sell the product — whether
locally, nationally, over the counter, by phone, over the internet — and how the
product will be distributed.
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your marketing assessment

It is worth at this point focusing on what you are required to carry out for
your Unit 3 Assessment because your study of this textbook will help you at
each stage. You are required to carry out a range of marketing activities (a
‘marketing mix’) for a new product or for a product that already exists. This
will involve you in:

= identifying marketing objectives — ie what you want to achieve — for
example developing a new product, improving market share, improving
profitability, promoting the ‘brand’ image

= identifying and deciding what types of customer you are going to sell to

m carrying out market research

= deciding on a marketing mix — a strategy for achieving your objectives

m explaining and justifying your decisions

What you have to do is very practical. In this chapter we describe how you

go about covering the first two points — identifying the types of objective you

will be planning to achieve and distinguishing between the different types of
customer you will be selling to.

‘Corporate’ Objectives and Marketing

objectives and strategies

Business objectives, as we have seen in Chapter xx, are a statement of where
the organisation is heading over the long term; they are built into the
planning process. These ‘corporate’ objectives are often summarised in a
Mission Statement.

Objectives in simple terms, are where the business is heading
for, andstrategiesare the means for getting there. All functions
within the organisation — human resources, finance,
production/operations, marketing — must be aware of these
objectives and plan their strategies accordingly. In the case of
the marketing function these strategies will often take the form
of a marketing plan.

The following are examples of business objectives that will
influence the activities of the marketing function:

®  maximising sales and profits
m satisfying the stakeholders
= becoming a household name for its products

= being known for environmentally sound products and
policies

becoming a household name
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Identifying Marketing Objectives

There are a number of marketing objectives a business might adopt. We will now
describe these and then in the rest of the chapter provide an analysis of the different
types of customer — the market segments — which a business can target for its
products.

a note on conflicting objectives

When analysing these objectives you may notice that they do sometimes conflict,
just as the main business objectives can conflict. For example, marketing may set
targets for profitability which may result in customers not necessarily getting the
best value for money.

understanding customer needs and wants

It is often said that successful marketing is a

'One of our Values is to understand result of putting the customer at the centre of
customers better than anyone. We go to everything that the business is trying to
great lengths to ask customers what they achieve. The buzzword is to say that a

think, listen to their views, and then act on | business should be ‘customer-centric’ — at the
them. We look both at what customers say | centre of things. This objective is often
and what they do. This feedback guides quoted in Mission Statements. Look at the
the decisions we take'. guote from the Tesco website shown on the
left. Visit www.tesco.com

Tesco — putting the customer at the centre . . -
puting Understanding a customeeedis providing a

product which fulfils a basic customer requirement — food and clothing, for
example. Good marketing can also persuade a custonveartoa product — a
designer label pair of jeans, for example.

Market research must establish whether the products and services provided by a
business are satisfying customers’ needs and wants. This involves analysing the
image that customers and non-customers have of the business and its products. Are
they getting value for money? Are they happy with factors such as quality, service
and reliability? Do they themselves feel valued by the business?

developing new products

Nothing lasts forever, and this applies to the products and services that a business
provides to the market. Market research will provide data about customer needs
and wants and will help in the design of new products. The successful business is
the innovative business which thinks of new ideas which become fashionable. It is
difficult to believe, for example, that the first personal stereo, the Sony Walkman,
was an entirely fresh idea and many people thought it would never catch on!
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brand identity

re-launching old products

Another way of bringing a new product to market is to revamp an existing
product — it might be less expensive to do so and a technical update may
make it possible. Old products may also become fashionable in their own
right as the trend for the ‘retro’ look shows (‘retro’ means looking back).

diversification

Diversification means a move into a new product type as a result of market
research identifying good opportunities elsewhere in the market. Some
businesses grow rapidly through diversification. Look at the Case Study on
page xx which shows how the ‘Easy’ Group has expanded from cut price
flights by diversifying into films, car hire, phones and cruise ships.

improving market share

Improving market share is another vital marketing objective which will help

to increase profitability (see below). Market share is the percentage of sales
made by a product or business within a specific market. The major
supermarkets, for example, watch market share very closely on a regular
basis. Market share can be improved by increasing brand awareness (see
below) or brand quality. Introducing new products into an existing market
or diversification into new markets will also improve market share.

increasing brand awareness

Brand means giving a product or a business name a distinct identity.
Brand image is very important in marketing, not only because
consumers can recognise it worldwide (you are never far from a can of
Coke) but because many brands can make the consumer ‘look cool’
because the brand names are widely recognised. Increasing brand
awareness is therefore very important. It can be achieved in a variety
of ways: imaginative product design, good advertising, good publicity.

improving profitability

Profitability is a major objective for any business and is often driven by the
finance function in a business. Profit results from an increase in sales and
cutting of costs. It is therefore an important marketing objective to maximise
sales while at the same time keeping marketing costs within the budget
targets. Your study of Finance will explain the important concept of‘margin’
— the difference between price and cost.
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-
»‘ Activity 18.1 — marketing objectives

Marketing is very much about setting objectives for the product itself. Carry out the
activities below.

1 Identify a new product on the market that appeals to you. Describe how it is brought
to the attention of consumers and explain how you have been persuaded to like it.

2 The American company IBM, which introduced the PC (personal computer) to the
market in 1981 is rumoured to be stopping production of of its own PCs in order to
concentrate on more profitable areas. Explain the marketing strategy that IBM is using
here. Visit www.IBM.com to find out more.

3 Choose three well-known brands of product that you particularly like (eg food, drinks,
clothes). Describe where you can obtain these brands and how the brand name is
promoted to the consumer. (These three brands should not include the product chosen
for Activity 1 above).

Now read the article from ‘Marketing’ in the Case Study which follows. It
shows what can happen if a business — or in this case a complete industry —
forgets the basic marketing objective and ignores the customer.

‘.J Case Study - customer focus in marketing

FRENCH WINEMAKERS’ ATTITUDE IS HARD TO SWALLOW

The French wine industry is in crisis. Less than two decades ago
the French dominated the British wine market. Now France
accounts for a paltry 20% of all wine sold in the UK. Australian
wine is the UK market leader with US wine also selling strongly.
Sales of French wine continue to decline yearly.

The problem is marketing — or rather the lack of it. French wine
producers are providing a disastrous case study in product LA
orientation; in other words, a focus on product and "q]""-"'.li_'['

manufacturing at the expense of the customer. By contrast, i
Australian competitors are fully paid up members of the market- |I Ll

oriented club and the differences are telling. it

l.I-'#

e i

French wine is classified by ‘appellation’, a system linked to the
geographical location of the vine-yard (see bottle on right). For
French producers this makes perfect sense, but for the British
consumers the result is a confusing array of names and regions, which offers no clue as
to the type or quality of wine.
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Australian and other ‘New World’ wines focus
on grape variety, and choose more accessible
names and labels to create a strong and
memorable brand image (see bottle on right).

The Australians have paid great attention to the
changing tastes and growing numbers of wine
drinkers through market research. This has
enabled them to focus on producing fruitier
and fresher wines just as the market began to
demand them.

Until recently, the French have adopted the
classic product-oriented approach of blaming
customers for not appreciating their wines.

Finally, there are sales and promotions. Even
the biggest French producers’ marketing
budgets and sales teams are dwarfed by the huge US and Australian producers
and their economies of scale. According to a recent French government report,
many of the single wine companies from Australia and the US outspend whole
regions in France by a factor of 25.

So what can be done for the French producers? Their one last hope is a return
to their customers and what the customers think is important.

anmd

\ /

Activity 18.2 - customer focus in marketing

Read through the Case Study above and answer the following questions:

1

What is the trend in market share for French wines in the UK and what is the current
market share?

What is the main marketing objective that the French seem to have ignored?
What is ‘confusing’ to British consumers, and what are the Australians doing right ?

What marketing objective are the Australians and Americans following in giving their
wines memorable names?

How have the Australians managed to get their wines to appeal to the tastes of
European wine drinkers?.

What other marketing techniques have the Australians used to increase their sales and
market share?
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Defining the Marketplace

The Case Study on the last two pages shows clearly the importance of
maintaining a customer focus in marketing. A concentration on ‘product’ is
also vital in business and it is important to realise that product development
should complement awareness of customer wants and needs.

The marketing function in a business needs to appreciate the different types
of customer — the market segments — that exist in the marketplace and to
identify the appropriate target market. The marketing plan can then set up to
ensure that the right product gets to the right customers.

Market Segmentation — Social Classifications

Market segmentationis the process whereby the overall market is divided
up into separate sets of customers (segments) who have separate identifiable
product needs.

There are a number of different ways of identifying consumer market
segments in terms of social groupings.

social stratification

A common way of segmenting the market is by social class. Each group will
have its own product needs and pattern of income and expenditure. The UK
social classes are divided into letter groupings (A to E) as shown below.

SOCIAL GROUP CLASSIFICATION IN THE UK

Social group| Social class Occupation type

A Upper/upper middle class higher managerial, professional, eg director
of a large company, partner in a firm of solicitors

B Middle class intermediate managerial, professional, eg
commercial manager, salaried accountant

C1 Lower middle class junior managerial and supervisory, eg
insurance clerk, nurse, shop manager

c2 Skilled working class skilled manual workers, eg electrician, fitter

D Working class semi-skilled and unskilled workers, eg
warehouseman, driver, shop assistant

E Subsistence level the lowest paid and the unemployed
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Market Segmentation — Demographic Classifications

Another form of market segmentation @emographic segmentation
Demography is the study of populations and their characteristics. A business
needs to know how many consumers exist and in what proportions relative
to age, gender and levels of income.

age groups

The age groupings chosen will depend on the research being undertaken. For
example a ‘whole population’ survey would subdivide over the 0 to 100
range; a survey of the working population would span the 16 to 65 range.
Common subdivisions include:

0-12 child

13-17 teenager

18-35 young working person
36-59 mature working person
60 plus retired person

Segmentation by age group is clearly the objective of
Club 18-30 (visitwww.club18-30.co.uk

gender

Products for *him’ and ‘her’ are clearly different market segments because

there will always be differences between what men want and what women
want, for example in the clothing and cosmetics industries. Businesses also
exploit more subtle differences between the sexes when designing products
such as drinks and cars.

income groups

COSMOS

aee Generally speaking, low income

GoLpeEx TIMES groups will look for a ‘bargain’ and
= higher income groups will look for
quality and expensive products to
advertise their wealth. Remember also
that grouping by age will also
determine how much spending power
the consumer has. Younger people, for
example, will look for cheaper
clubbing holidays, and the mature
. : population will tend to choose
segmentation of holidays by age and also by income expensive cruises and luxury breaks.
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geographic segmentation

Geographic segmentation means knowing where the consumer lives. This
will affect the decision a business makes where to set up shops, agencies or
factories. It will also influence the type of product offered. Try selling tripe or
haggis in Surrey. Regional differences must be understood.

.
5" Activity 18.3 — market segmentation

Divide into small groups within the class. Discuss what different market segments should
be considered by:

m a clothes importer
m a holiday company
® a mobile phone manufacturer

Each group should make as long a list as possible for each type of product and then
compare the lists in full class session.

Psychographic Segmentation

In order to appreciate the needs of each market segment, planners must
understand buyer behaviour, an area which involves an element of
psychology. This leads fesychographic segmentationr- an analysis of the
differences in psychological motivation of the purchaser. The key point to
appreciate is that consumers do not buy products and services: they buy the
benefits that such products or services offer to them.

Factors that affecting the buying decision are increasingly emotive rather
than practical. Compare the two columns in the table below:

factors affecting purchase of a pair of jeans

practical factors emotive factors

price — are they good value for money? are they designer label?

are they hard wearing? will they look fashionable?

will they get a lot of use? will they look expensive?

are they easy to clean? are the colour and fabric finish good?

do they fit well? will they make me look fit?
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using consumer databases

Psychologists have commented at length on buyer behaviour as they analyse
the basic needs and wants of individuals and groups.

Databasedist and provide information about the people, or organisations, in
any one market. Data can be purchased. One such database is ‘Acorn’, which
stands for ‘A Classification Of Residential Neighbourhoods’ which uses
postcodes to provide a picture of household size, age, shopping preferences,
income and social classification.

lifestyle databases

Lifestyle databases include details of social class (income potential), cultural
background, family data, reference groups, social interests and so on. They
can be mixed with information on age, gender, location plus other
information on media usage (newspapers read, TV watched,
radio heard) to build accurate market segment pictures.
Lifestyles are often given catchy names such as SITKOM

_ ' (Single Income, Two Kids, Oppressive Mortgage) and

o i SOPPIE (Sensible Older Person with Pension and Insuranck).

" -
| l‘__ [
. values research

- m;"- Values Research is a imi i
- ! - growth area of a similar type to lifestyle
With'addgg .ﬂx..[ FFECT analysis, but it focuses on consumer beliefs and motivations

more than on income levels and demography. It believes that

the “values” appeal of a Lynx deodorant  fashions change even in the way we think, and that the values
of say modesty, respect for authority and conformism are views of the past.
Today is about excitement, escapism and sexuality. Such research has given
us a new style of advertising for products such as cars, drinks and cosmetics.

-
»‘ Activity 18.4 — understanding buyer behaviour

1 Discuss in class current TV adverts for a single type of product, eg cars, drinks or
cosmetics. Try if you can to record some examples to show to the class.

Analyse the methods the advertiser uses to appeal either to the lifestyle of the
consumer or to the values of the consumer (eg excitement, escapism, sexuality).

2 Discuss in small groups in class and create ideas for a ‘story line’ for a TV advert
for a widely purchased product such as a pair of jeans or trainers. What market
segment would you aim for and what emotive factors could you use to persuade
consumers to buy the product? Report back to the class with your ideas.
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Market Strategies

There are different strategies for approaching different market segments. If
you are launching a product, do you aim at one segment, or do you aim at all
of them? The choice may depend on the breadth of the product’s appeal, or
the size of the business promoting the product(s).

A large concern can afford to promote a wide range of products to different
segments; many small businesses, on the other hand, have successfully
identified a gap in the market and undertakehe marketing to a single
market segment (‘niche’ means ‘gap’).

The traditional classification of strategies is:

mass marketing

This type of marketing is where a product is targeted at all sectors. This
strategy can be expensive and wasteful, but can be successful where the
product suits all markets, eg Coca Cola, the Mars Bar.

Interestingly, internet marketing can be seen as a form of mass marketing,
enabling any size of business, including small businesses, to reach
worldwide markets merely by having a website. This is how
www.amazon.com the online shop which claims to be ‘Earth's most
customer-centric company’, started trading in 1994. The US division
recently set a record of 2.8 million orders taken in one day.
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niche marketing

This is highly defined marketing, whereby a product or series of products is

launched at a specific market segment, for example ‘singles’ holidays, Saga

products (for the over-50s) and even businesses that sell products for left-
handed people.

Niche marketing is efficient for
small businesses which may only
have a limited marketing budget. It
also works well for larger businesses
which have developed a substantial
market share in a specific niche.

Morgan Cars of Malvern, for
example, are specialist hand-made
cars for the motoring enthusiast (see
picture on the left). They are in high
demand and there is a waiting list for
them.

Morgan Cars — handmade for the enthusiast

differentiated marketing

This form of market strategy promotes a range of different products, each
designed specifically for a different market segment. It is costly in terms of
promotion and production expenses, but it can be highly effective.

Examples include different types of financial services, and different types of
car. The cars illustrated below are all manufactured by the Ford Motor
Group, which owns ‘differentiated’ companies: Land Rover, Jaguar and
Ford. Visitwww.ford.comfor a full listing of the different ‘brands’ of vehicle
manufactured by the Ford Group worldwide.

Jaguar XK8 — an upmarket
lifestyle ‘sports performance’
vehicle

Land Rover Discovery — an upmarket

‘sports utility” lifestyle vehicle Ford Focus — a volume selling
popular family car
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a Activity 18.5 — market strategies

1  The three website screens shown below are typical of mass, niche and differentiated
marketing strategies.

Decide which screen is appropriate to which strategy and describe which market
segment (or segments) is targeted in each case.

2  Write down examples of other
businesses - well known or not so well-
known - which have adopted mass,
niche and differentiated marketing
strategies.
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’ CHAPTER SUMMARY

m  Marketing is difficult to define but may be summarising as activities which result
in a business getting the right product to the right people at the right price at the
right time.

m The activities carried out by the marketing function in a business are vary varied
but generally make up what is known as the ‘marketing mix’. These are
summarised by the areas of Product, Price, Promotion and Place, the 4 P’s.

m Marketing objectives develop from the overall ‘corporate’ objectives of a
business and state what the business wishes to achieve through its marketing
activities. They include understanding the needs and wants of the customer (a
prime objective) and product policy (including new products, revamps and
diversification). Other objectives include improving market share, profitability
and brand awareness.

m  Market segmentation is the process whereby the overall market is divided up into
separate sets of customers (segments), who have separate identifiable product
(goods or services) needs. These segments can be identified according to

—  social groupings (from A to E)

—  age (child, teenager, young working person, mature working person,
retired person)

— gender (products for *him’ and ‘her’)
—  geographic areas

m  Market segmentation can also carried out by exploring the psychological
reasons behind buyer behaviour, ie what makes a person decide to buy. These
include

— lifestyle (how the consumer sees himself/herself)

—  values (appealing to the values held by the consumer)

m  Market strategies choose between different approaches to the marketplace:
— going for the mass market
— identifying a niche sector

— dividing the overall market into smaller differentiated segments.
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KEY TERMS

marketing mix the range of marketing activities which may be used by
a business to market its products

corporate objectives statements of what a business wishes to achieve

marketing objectives statements of what a business wishes to achieve
through its mix of marketing activities

market strategy the means by which a business achieves its marketing
objectives

branding giving a product or a business a distinct name and
identity

customer focus giving the wants and needs of customers a high priority

customer perception what the customer thinks of the products and the

business as a whole

market segmentation the division of the total market into separate identifiable

groups

demographic Segmentation of the population in relation to factors
segmentation such as age, gender and levels of income
psychographic Segmentation which analyses the psychology of the
segmentation buyer behaviour of different groups and asks the basic

question ‘what makes them buy that?’

lifestyle groups segmentation by lifestyle — made up of factors including
family situation,social interests,age and income

values research a focus on consumer beliefs and motivation which can
dictate purchasing decisions

mass marketing marketing a product to a very wide range of market
segments

niche marketing marketing a product to a single market segment

differentiated marketing a range of products, each designed to

marketing appeal to a specific market segment




