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Business Studies in Action: HSC Course 3rd edition 

Chapter summaries

Topic 3: Marketing

Chapter 12 Developing marketing strategies

· A business controls four basic marketing strategies (the four Ps) to reach its target market. 

1. Product – anything that satisfies a need or want and can be offered in exchange.

2. Price – the value placed on what is exchanged.

3. Promotion – activities used to communicate to a target market persuasive, positive information about a business and its products.

4. Place – methods used to get the product to the customer.

· The four Ps make up the marketing mix.

· Market segmentation allows the business to direct its marketing strategies to specific groups of customers. Consumer market segmented according to demographic, geographic, lifestyle and behavioural variables.
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· A primary target market is the market segment at which most of the marketing resources are directed.

· A secondary target market is usually a smaller and less important market segment.

· A mass marketing approach seeks a large range of customers.

· A concentrated market approach requires the business to direct its marketing mix towards one selected segment of the total market. A niche market is a narrowly selected target market segment, a segment within a segment; a ‘micromarket’.

· Segmentation results in product differentiation: when products that are the same or similar are made to appear different and/or better than those of their competitor.

· A product is a good or service, an idea or any combination of the three which can be offered for sale. It consists of tangible and intangible benefits – a total product concept. All products are a combination of tangible and intangible attributes.

· Positioning: developing a product image. Assists with product differentiation. Examples: Rolex, No Frills, Nike.

· Branding: name, term, symbol or logo identifying a specific product. Brands can be manufacturer’s, house, or generic depending on ownership.

· Packaging: a container and graphic designs helping preserve, protect and promote the product.

· Price is the amount of money a customer is prepared to offer in exchange for a product. Too high or too low a price can have a negative impact. 

· Business will attempt to gain some control over the price by differentiating their products.

· Selecting the most appropriate pricing method is important.

	Pricing method
	Explanation

	1. Cost plus margin
	This is the simplest method. The business determines the total cost of production and then adds an amount for profit. The extra margin is referred to as the mark-up.

	2. Market 
	Instead of using costs to determine price, businesses sometimes set prices according to the level of supply and demand – whatever the market is prepared to pay. When demand is high, prices are high. When demand is low, prices fall.

	3. Competition-based
	This method is often used when there is a high degree of competition from businesses producing similar products. A business can choose a price that is either below, equal to or above that of the competitors.


· Four pricing strategies can also be used to determine price: 

1. Price skimming – charge the highest price possible for innovative products.

2. Price penetration – charge the lowest prices possible to quickly achieve a large market share.

3. Loss leader – sell a product below its cost price to attract customers to the business.

4. Price lining – (price points) a limited number of key prices or price points for selected product lines.

· Promotion describes the methods used to inform, persuade and remind a target market about a product.

· Promotion mix is the various promotion methods used to inform, persuade and remind a target market about a product.

	Promotion method
	Explanation

	Personal selling
	Sales representative dealing directly with a customer. The message can be modified to suit the specific circumstances. Complex and technical products require this approach.

	Advertising
	Paid, non-personal message communicated through a mass medium such as electronic or print. Advertising is an essential tool for successful marketing. 

	Below-the-line
	Promotional activities designed without the use of an advertising agency. The activities are designed ‘in-house’. These activities include exhibitions, point-of-sale material, demonstrating and direct marketing.

	Publicity and public relations
	Publicity is any free news story about a business’s product. Its main aim ism to enhance the image of the product. Public relations involves activities aimed at creating and maintaining a favourable relationship between a business and its customers.


· Opinion leaders and word of mouth assist the communication of a promotional message. 

· Place refers to the channels of distribution (marketing channels) which are the routes taken to get the product from the producer to the customer. This process usually involves a number of intermediaries (retailer, wholesaler, agent).  

· Market coverage refers to the number of outlets a firm chooses for its product including:

· intensive – as many outlets as possible. 

· selective –only a few outlets are used. 

· exclusive ​– only one outlet. 

· Physical distribution is all those activities concerned with the efficient movement of the products from the producer to the customer. It involves transporting, warehousing and inventory control.

· Non-store retailing is gaining in popularity. Marketers can use electronic channels such as the Internet and telemarketing.
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