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Chapter 1. What is marketing?

Marketing can be defined as the management prabatssdentifies, anticipates and
satisfies customer requirements profitably.

A key marketing task is to develop the right pracaicthe right price, available in the
right place and at the right time.

The marketing approach to business became populae i1950s. To understand how

this approach came about, it is necessary to censarlier approaches to business.

The product approachis based on the idea that there will always beraahd for

the best quality productdhe assumption of this approachasbusiness that makes

the best products will be profitable

The product approach to business was successftuleottfe Industrial Revolution. In
that period, in fact, it was very difficult for bagsses to produce large quantities of
goods and there was a wide gap between the riclhpaod For those reasons the
small class of rich people could afford the bestligyproducts.

In a modern society, however, the product apprdachusiness is not successful.
People do not always buy the best product. Somstiimey choose a lower quality

product because it is cheaper.

The production approachis based on the idea that there will always bemahd

for cheap, mass-produced produckee assumption of this approach asbusiness

with the best manufacturing methods will be prdii¢a

The production approach to business was succehsfulg the Industrial Revolution.
In this period, in fact, it became possible to makandard products that everybody
could afford to buy.

One of the pioneers of the production approach Mesry Ford, whose company

made the Model T Ford. The Ford factory could anbke black cars, because of the



way the production process was organized. Henry aked that a customer could
have a Model T Ford in any colour as long as it lask.

Model T Ford

Henry Ford 1863-1947

The advantage of the production approach to busimeghat it makes products
available to a very large market. Its disadvantagy¢hat customers cannot have
exactly the product they want, but only the prodineitt is actually produced in the
factory.

In a modern society, however, people do not alwagat cheap, mass-produced
products.



The sales approachto business began to develop in the 1920s wheasriaus
economic depression invested the American econamaytle competition among
firms became very intense. This approach is basethe idea that demand for a

product can be increased through aggressive sadbsitjuesfor example special

offers and price discount. The assumption of tpigreach isa business that makes

people buy its products will be profitable

The three approaches to business described ablovaval a common characteristic:
they focus on what the company does rather thamhat the customer wants.
The product approach focuses on the product tkeatdmpany makes.
The production approach focuses on the way thatdmepany manufactures
the product.

The sales approach focuses on how the companytiselfsoduct.

The marketing approach to business completely changes the point of vieis:not
company centered, but customer centered. It isdbasethe idea that a company
should provideoroducts that satisfy customer needs, wants ancuai@sn

Needscan be defined as the basic influences on humdwavibe. Examples of
biological need are food and clothing. Examplep®fchological needs are security
and prestige. Human needs are the same for allgaeop

Wantscan be defined as the desire for specific nedadfigas (products or services).
Wants are not the same for all people.

Demandscan be defined as human wants that are suppoytedebability and the
desire to pay for them.

For example, when hunger (a need) becomes theedesia specific food, such as a
McDonald’'s hamburger, it has become a want. A hynggrson who wants a
McDonald’s hamburger and has the money to pay tohas a demand for the

product.
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Marketing is not simply selling, in fact its aimts make selling superfluous.
If marketing is successful in identifying custonmereds and wants and in providing

an appropriated product or service, then the ggethsk is made much easier.

Marketing involves a whole range of activities, lutding researching the market,
developing new products, packaging and promotirg ghoducts, and setting the
price. All these activities are aimed at providgapds and services which will satisfy

the consumer (so she or he will buy it), and malamyofit for the firm.



Exercises.

Exercise 1. Put the words in the box into theirecr columns in the table. Mach each need with
the appropriate want/demand.
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Exercise 2. Answer the following questions.
a) When was the product approach to business sfat®s
b) When did the production approach to businesgBeg
c) When did the sales approach to business begin?
d) When did the marketing approach to businessrheqmpular?

e) Why is the marketing approach to business véfgrdnt to the other approaches?

Exercise 3. Complete the sentences with the comwerd from the text.

a) The ........................ approach to business is based on the ideaatbasiness that can
make people buy its products will be profitable.

b) The ......................... approach to business is basechendea that there will always be
a demand for the best quality products.

c) The ......................... approach to business is basedhenidea that a company should
provide products that satisfy customer needs andswa

d) The ......................... approach to business is basecderdea that there will always be
a demand for cheap, mass-produced products.

e) Food, clothing and shelter are all examplesuofidm ..........................

f) When a need becomes the desire for a specibidymt, it is knownas ...................c..cee s

g) Demands can be defined as human wants thauppoided by the ability and the desire to

Exercise 4. Match the words in column A with theayyms in column B.



A B
1) Cheap a) factory-made
2) mass-produced b) discount
3) reduction c) low price
4) need d) desire for specific produ it
5) want e) basic human requireme |ts

Exercise 5. Complete the cross-word.

Across: 2. Abbreviation of near. — 4. In the year of duord. — 9. Usual, regular. — 11. The
revolution that introduced factory production. — BPast participle of DO. — 14. Spanish terrorist
organization.

Down: 1. The approach to business successful beforprttiction approach. - 2. Basic influence
on human behavior. - 3. Desire of a specific nessfger. - 5. Human wants supported by the
ability and the willingness to pay for a productsarvice. — 6. Content and Language Integrated
Learning. — 7. One of the early pioneers of thedpotion approach. — 8. The approach to business
developed in USA in the 1920s as a consequenc@eoetonomic depression and the intense
competition among firms. — 10. De Janeiro in Brazil2. Salt water that covers most of the earth’s

surface.



Chapter 2. Market research, segmentation and markétg strategies.

Market research.

The aim of market research is to gather informatleat may be useful to the firm
when marketing its products. This could be infoipratabout sales, competitors,
market size, new developments in the market. Byagatg information, the firm
should be able to make better decisions about telga next.

There are many ways of classifying marketing resear

We can distinguish primary and secondary research.

Primary research involves gathering information tbe first time. Secondary
research uses information already gathered. Ifwere thinking of launching a new
type of shampoo and gave it to a group of peopleytéirst, this would begrimary
research If you read some information about the shampodkatan a newspaper,
this would besecondary research

Primary data can be gathered by observation, byrerpnt or through surveys.
Secondary data can be gathered from newspapersazinag, government
publications or on internet.

Primary and secondary research have advantageslisadvantages and each is
appropriate in certain situations. If a businessrymg to assess the response of
viewers to a new advertisement, primary researd¢hbe&iessential. However, if the
firm was interested in population trends or thetestaf economy, it should be
relatively easy to find this information from sedamy sources.




Another classification focuses on the nature of ittfermation that is gathered. It
makes a distinction between quantitative and cptalg marketing research.
Quantitative research is based on a relatively large number of consuraers is
statistically valid. Its findings can be expressesthematically (for example, sales of
Brand X have increased by 45%)ualitative research by comparison, is based on
the opinions of a small focus group and includeg data that is not expressed
mathematically. Qualitative research is often usedyet an initial insight into a
problem or to help define the type of quantitatresearch required. For example,
film companies often use focus groups to see ftieaiction to the ending of films; if
they react badly the ending often gets changed.

Market segmentation.

A company may have a large number of potentialocusts, but not all these people
will have exactly the same needs. Market segmemaitnsist of identifying groups
of customers with similar needs and characteristifirms can identify particular
segments, they can target these and adjust theketivay accordingly.

There are many different ways of segmenting marketompany usually makes use
of more than one segmentation base, to obtain léétanformation about its
customers.

Demographic segmentation is the most popular metfatiarket segmentation. It

uses the following criteria:




Many products are targeted at a specific age ghaupociety. The fashion
industry, for example, target different productscastomers of different ages.
Sky Television also offers channels which will aplp® people of certain ages.
Children might watch Playhouse Disney, older peopdsy watch SkyTG24, a 24

hour news channel.

Gender

Many products are targeted at men or women. Obviexsmples include

clothing and special interest magazines.

Income




Many companies target different products at difiérencome groups. For
example, products like Rolex and Porsche focus ighehn income groups,
supermarkets such as Lidl target those with loweome.

Social class

This method of segmentation divides people intossigial classes according to
their occupation or the occupation of the headhaf household (such as the
mother or the father in a family). The first classludes senior managers and
professionals. The last class includes unemploy¢slvspapers often target

different socio-economic groups. For example, B24IORE tends to be read by
social groups included in the first classes.
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Higher managerial and professio

Company directc [

B Lower managerial Middle manage

C1 Non-manual Bank clerk

C2 Skilled manual Electrician
Semi skilled and unskilled manui | Labourer

E Those without employment income Unemployed

Other ways of segmenting the market can focus eridbation of different groups,

the usage rate of a product, the purchase occasions

More modern methods of segmentation focus on hoanaumer evaluates a product

(benefit segmentation). For example, a father kgiyancar for his son will be

probably interested in safety. The son may be nmerested in the car’'s design,

performance and speed.

Benefit segmentation allows a company to target shme product at different

segments, by emphasizing different benefits.

Marketing strategies.

There are three basmarketing strategiesthat a company can use in relation to

market segments:

mass marketing;

differentiated marketing;

concentrated marketing.



Mass marketing, which is also calledundifferentiated marketing, consist of
offering the same product to all segments of theketa The advantage of mass
marketing is that a company can produce large ntsnbkstandardized products.
This means the production process is relativelgtigpe and the cost per unit should
be low.

Coca-Cola used to be marketed this way, becauwsasitavailable in only one flavor.

To operate in a mass market, a firm must be abfgdduce goods in a large scale.
This may require heavy investments. The dangerasfsnmarketing is that, if demand
falls, the firm may be left with unused resourdgschines may sit idle and there
may not be enough work for employees. Before inmgsh a large-scale resources
essential for a mass marketing strategy, a busimess be sure that demand will be

sustained.

Differentiated marketing consist of offering different products to diffeten
segments. This happens, for example, in the causingl where the same
manufacturer offers a range of different produetditferent segments.

In recent years, also Coca-Cola has offered thdyatan different forms to suit the

different needs of its customers.



Concentrated marketing is also known asiche marketing. This consist of
offering a product to just one segment of the mankgh which the major
competitors are not concerned. It is a strategy rtieny small companies choose to
follow because they do not have the resourcesri@ ske whole market.

The marketing of specialist products, such as naédextbooks, is an example of
niche marketing. Here, the target market is bothlsand well defined (doctors and
medical students).

There are a number of advantagésperating in a niche market:
A firm may be able to survive because it is offgren product or service that
the larger firms are not interested in supplying;
The firm may be able to operate on a small scaléast many niche markets

are relatively small and specialized.



However, firms producing and selling in niche maskaso face disadvantages

If the business earns high profits, other firms reater the market, making it
more competitive. The niche producer will strugtgesurvive if larger firms
enter the market and sell at lower prices.

The market may consist of a small number of custemEnhis may mean that

the firm is vulnerable to the loss of one or twstomers.

Mass marketing
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Exercises.

Exercise 1. Put the words in the box into theirecrcolumns in the table. Mach each product with

the most likely segmentation method.

Exercise 2. Match the marketing strategy in coluAnmith the correct description in column B.

A B

a) The product is offered to jus

1) Undifferentiated marketin
one market segment.

b) Different products are offere |

2)) [DEer TEEs) M g to different market segment:

c) The same product is offerec to

3) Concentrated marketing all market segments

Exercise 3. Answer the following questions.

a)
b)
c)
d)
e)
f)
9)
h)
i)

What is meant by “marketing research”?

Explain some advantages and disadvantagesméprimarket research.
Explain some advantages and disadvantages aidaxy market research.
What is meant by “market segmentation™?

What is meant by mass marketing?

Outline advantages and disadvantages of madsetiray.

What is meant by niche marketing?

Outline advantages and disadvantages of nichiketirag.

Explain how the market for chocolate could bgraentedwork in little groups)



Exercise 4. Complete the sentences with the comwerd from the text.

A) e consist of offering the same protu to all

c) Age, income and gender are some criteria of dgaphic ....................

d research consist of gathering inforioat for the first time.
...................... uses information already gathered.

€) e research is statistically valid. ............................ includes any
data that is not expressed mathematically.

f) Market ............cooiiinin, consist of identifying groupd oustomers with similar needs

and characteristic.

Exercise 5. A car manufacturer has just designaeelahigh-performance sport car. The price of the
car will be € 136.000,00. Answer the following quess:

Marketing strategy is:

[0 a) mass marketing

[ b) differentiated marketing
[ c) niche marketing

The two most important demographic segmentatiorabkes are:
[0 a) age

[ b) gender

[J c) income

[J d) education level

[ e) social class

Customers will come from which social grade clasatfon:
[ a) higher managerial and professional

[ b) lower managerial and supervisory

[J ¢ non-manual

[J d) skilled manual

[ e) semiskilled manual and unskilled manual

[ f) those without employment income




Chapter 3. Marketing mix.

There are many factors in the business world thataatside the control of an
individual company. The most important of theseoltics, economics, society and
technology.

There are, however, some factors that remain utidecontrol of a company. The
most important of these is calldte marketing mix. The marketing mix consists of
the four variables that a firm can change in otdereach its commercial objectives.

These four variables are often called the “four éfgharketing.

0000

Product.
Many marketing specialists argue that the prodsiché most important element of
the marketing mix. A successful product will be idasd to meet customer
requirements. These requirements will have beenmtifcel, perhaps through market
research. The design of the product will take antai the production process. A
well-designed product can save on costs, can be masily to a consistent quality
and meets the needs of customers very precisely.
When placing a product within a market many factord decisions have to be taken
into consideration. These include:

- product quality and design;

- product name;

- packaging;

- branding.



Different products have differemames The name of the product is very important
if it is to sell. New products generally have shwaimes which are easy to pronounce
and remember. Polo, for example, the mint sweetured by Nestlé, has two ‘0’s

linking it with the hole in the product.

In 1963 Supercrema, a hazelnut-based chocolatadgeduced by Ferrero, was

renamed “Nutella” with the intention of marketingacross Europe.

Packaging is used to deliver products safely to the consumesventing

deterioration. Packaging should also help busirsesad consumer store the product.
Bottles need flat bottoms for stability, for instan Packaging gives information to
the consumer about the product. On Findus frozedymts, another Nestlé brand,

cooking times are given as well as how long th&keiacan safely be kept.



Packaging is also a way of promoting a productoQa, designs and letters attract
the customers’ attention. Smarties packets, faante, are brightly coloured because

they are sold mainly to children.

Every business would like its products to be strbngnds. Abrand is a named

product which in the eyes customers is seen tofbereht from other, often similar

products.

Branding in not just a process of trying to credigtinction and individuality within
similar products, in fact brands are now sold f&style, a look, a culture. Each brand
tries to represent a different idea, for exampleKBIrepresents “Sport” and

BENETTON represents “Multiculturalism”.

A logois a symbol that represents the brand.

PR
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The opposite of a branded product is a genericymtod oday many brands are faced
with strong competition from own bran@hese are products which carry the brand

labels of retailer such as Carrefour or Panorama.

The product life cycle.
The product life cycle traces the sales of a prodwer its life. This cycle has four

phases: Introduction, Growth, Maturity and Decline.
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Introduction.

This is the stage at which a new product is laudah@o the market. In the launch
phase, distribution and promotion costs are highsales are low, as a consequence
income from sales is unlikely to cover the initelnch costs.

LED TV and iPAD is still at the introducing stageltaly.



Growth.

The new product begins to attract interest fromtamsrs. Sales increase, and the
company begins to make a profit. The danger in ghase is that competitors
introduce a copy of the product, and take awaysdaten the first company.

Plasma and LCD TVs are in their growth stage atribenent in Italy.

Maturity.

At this point in a product’s life, sales increas#iluthey reach their maximum but

they tend to slow down. The product is profitableowgh to be financing the

development of new products.

Manufactures are likely to try to extend the mayustage of the product as long as
possible. They try to make use @ftension strategiedy changing the product to

give it fresh appeal to its target market. Extenssbrategies also help a product

appeal to a new segment of the market.
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The FIAT Uno has been constantly changed duringfet$1983-1995) and it has had

a very long maturity stage.

FIAT UNO Life cycle

700.000
600.000
500.000
400.000
300.000
200.000
100.000
0

TIME

Products such as washing machines are currentiheinmaturity stage in Italy.

Towards the end of the maturity phase, the margedimes saturated.



Decline.

In this stage the sales of the product begin o Tale firm may find it more difficult
to get the product distributed and may be forceclitdhe price to maintain sales.
The company has to decide whether to continue rgakie product, or to withdraw it
from the market.

Product such as board games or videotapes areindécline stage in Italy at the

moment.



Price.

Once a business has researched the market and anpdsduct that will satisfy

customer needs, it has to set a price for its priodu

A business has different options:
penetration pricing — this strategy uses a low price to enter the staakd
gain market share. A company that can afford terekits market share in this
way can increase price later. One problem with $kigtegy is that consumers
may refuse to buy at the higher long term priceeylimight see the initial price
as the “fair” price.
price skimming (or creaming) — is the opposite of penetration pricing. This
strategy uses a high price to enter the marketn Eveugh the price is high,
some people could afford to buy a new product. Grades from this group of
people have been exhausted, the price can be dfoppdtract a new segment,
and so on. A price skimming strategy is appropriatde firm has made a
revolutionary new product and is able to protestidkea or invention so that
competitors cannot enter with a cheaper version.

The first manufacturers of CD players followed thiisategy very successfully.

Competition pricing — this strategy consists in setting the pricehat game
level of competitors. It makes sense if the markehighly competitive and
consumers can easily compare the offerings of miffefirms. This kind of

pricing is very common in supermarkets, where theneo real difference in



the product being sold. Competition pricing can sy dangerous for a

business, as it can lead to a “price war”.

Place.

In marketing, “place” means the location of theafiexchange between the seller and
the buyer.

The termdistribution channel describes how the ownership of a product passes
from the producer to the consumer.

In adirect channel, the manufacturer sells its product directly tstomers without
any intermediaries. For example, banks, the matwfs of industrial goods, and

manufacturers that sell their products throughiiternet, all have direct channels.

direct channel (zero level)

as—0



A one level channehas one intermediary. For example, a retailer lhgsproduct

from the manufacturer and sells it to the consumer.

one level channel
| —0-0

A two level channelhas two intermediaries. For example, a wholeshaists the
product from the manufacturer and sells it on tmilers, who sells to the final

consumer.

two level channel
-l -0

Most manufacturers prefer to use intermediariesethuce their transport costs, the
costs of maintaining stocks and the cost of thesskrce.

In the meanwhile intermediateries increase manufacs sales, because they are
located in positions that make the products acolessd customers and they have a
greater knowledge of customer requirements in agodarr geographical area.

On the other hand, the more intermediateries a fises to sell its products, the less
control it has over the way they are sold: interaesties may decide to promote or
price the product as they wish.

Using various intermediateries is also potentibdls profitable for the manufacturer,

because all of whom take their own profit margin.

Thedistribution strategy will vary considerably from product to product.



In the case of milk, candy, ice-cream, soft drirfks,example, the aim is usually to
generate as wide a distribution as possibigefisive distribution strategy). These
types of goods are calleztbnveniece itemsbecause consumers are not willing to

travel far to buy them — they need to be convenient

Businesses will follow aelective distribution strategyif they want their products to
be easily available, but they do not allow all Hetatlets to sell their products.

Examples are computers and televisions.

A company may follow arexclusive distribution strategy if it wants to limit the
number of outlets that sell its product. The otiyecis to increase the prestige of the
product by making sure that the retailer providespacial kind of service to
customers. Luxury cars such as Rolls-Royce and BftWexample, are distributed

in this way.



Promotion.

The last variable in the marketing mix is promotidAromotion involves the
communication of various messages to existing otem@l customers. These
messages may be aimed _at informicigstomers or persuading them to want the
product. Promotion could be also used to presgotdive image of the business.

There is a number of techniques of promotion.

Advertising involves paying for the use of media, such asvisilen, radio,

newspapers and Internet.

The purpose of advertising is to inform, persuadée emind customers about the

business and its products.

Sales promotionattempts to give a short term boost to sales usicigniques such as
promotional offers and price cuts.

Offers can include 20% extra free and buy one tage for free.



Personal sellingis based on face-to-face contact with the custoffieis may be
used in industrial markets and the service sectbere the producer often deals
directly with the customer.

Financial services, such as insurance, are oftiehnrsthis way.

THE INSURER WITHOQUT FRONFIERS.
-

The advantage of personal selling is that the vabfiethe product can be
communicated directly to the customer. On the otfeard, many people don't like
feeling pressurized into buying a product.

Public relations activities involve contact with the media and tfreups that the
firms deals with (customers, employees, investetgpliers, etc.). It attempts to
promote a positive image about a product or thenkss itself, usually through non-
paid forms of communication.

Public relations is the opposite of advertisingativertising, a business pays to have
its message placed in a newspaper, TV or radia dppublic relations, the message
that features the business is not paid for. Thertepwrites about or films the firm as
a result of information he or she received andaesed.

Public relations may also include support of adbaritable causes, education,

sporting events, etc.



Chapter 4. The product portfolio analysis.

Most firms have more than one product. The rangga@ducts a firm has is known as
its product portfolio. The product portfolio anak/allows a firm to see if it has an
appropriate mix of products at a particular momertime.

One of the most famous models of portfolio analyges developed by the Boston
Consulting Group and is known as tREG matrix. This analyses the position of a
firm’s products in terms of their market share d@hd growth of the markets they

operate in.

STARS QUESTIIONTVARKS
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Cash cowsare products which have a high market shard are sold in a slow-

growing market Although the market may not be growing very fdbts may be

because it has already grown quickly in the paatifey little room for a further
growth. For example, the market for washing maahisejuite big but is not actually
growing very fast. By comparison, the market forCLEelevision is small but has

potential for very fast growth.



Big market growing slowly Small market with potential for very fast growth

A cash cow already has a large market share amdusth of the promotional work
will have been done. The firm is used to produdingn large volumes and, as a
result, the cost per unit should be fairly low. §hype of product is likely to bring in

high levels of cash for the firm

Stars are products which have a large share of a méhkeis growing rapidlyThey

are highly successful products for the businessjelver they are usually expensive
to market. Money must be spent to ensure theymreate position in a growing

market.

Dogsare products which have_a low market shamd are selling in a slow-growing

market A firm may want to get rid of these products sslehey think they can

improve their sales.

Question marksare products which have a small market shaikare sold in a fast-

growing marketThese products may go on to be successful, luallgghe may fail.

They are quite vulnerable and their future is utaier They need protecting by the

firm and they require extensive marketing. Most meaducts are question marks.



With an appropriate mix of products, the cash c@as be used to finance the
development of question marks and turn them in&rsstthis way the firm uses

money from established markets to enter new masgsetsso protects its future.
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