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(iv)

PREFACE

1.	 Welcome
Dear	Learner

We	have	great	pleasure	in	welcoming	you	to	this	module	on	marketing	management	
(MNM2601).	We	would	like	you	to	share	our	enthusiasm	for	this	field	of	study,	and	as	a	
first	step	we	urge	you	to	read	this	preface	carefully.	Refer	to	it	as	often	as	you	need	to,	
since	it	will	definitely	make	studying	this	module	a	lot	easier.

The	field	of	marketing	management	is	extremely	dynamic	and	challenging.	The	study	
material	and	activities	contained	in	this	study	guide	will	therefore	afford	you	an	opportunity	
to	explore	the	latest	developments	in	this	field	and	help	you	to	discover	this	field	of	
marketing	management	as	it	is	practised	today.	We	hope	that	you	will	enjoy	the	module.

2.	 AIm	oF	THIS	moDUle
The	aim	of	this	module	is	to	assist	learners	to	gain	a	better	understanding	of	the	focus	
areas	of	marketing	management.	With	this	in	mind,	we	endeavour	to	identify	the	key	
aspects	of	marketing	management	topics	and	then	provide	learners	with	the	tools	to	
develop	appropriate	marketing	strategies	that	will	take	advantage	of	opportunities	and	
strengths	and	overcome	weaknesses	and	threats	in	the	modern	business.	Bear	in	mind	
that	marketing	is	applicable	to	any	type	of	organisation,	whether	it	is	aimed	at	a	profit-
making	or	a	nonprofit-seeking	organisation.	The	elements	of	marketing	are	designed	
to	identify	the	needs	of	consumers	and	to	try	to	satisfy	these	needs	in	the	best	way	
possible	in	order	to	maximise	profitability	(the	return	on	what	has	been	invested	in	the	
organisation	–	hence	its	application	to	nonprofit-seeking	organisations	as	well).

3.� LEArninG�outcoMES
After	completing	this	module,	you	should	be	able	to

•	 describe	the	nature	of	and	the	different	orientations	to	marketing
•	 describe	the	composition	of	the	marketing	environment
•	 explain	the	basic	principles	of	consumer	behaviour
•	 explain	the	use	of	marketing	research	and	how	it	can	be	applied	in	an	organisation
•	 explain	customer	value	for	the	organisation	and	different	ways	in	which	the	organisation	

can	try	to	retain	the	consumer
•	 describe	the	advantages	of	market	segmentation	for	an	organisation	and	explain	and	

illustrate	the	application	of	the	market	segmentation	principles
•	 explain	the	meaning	of	product	positioning	and	illustrate	its	application	
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•	 explain	the	importance	of	the	product-related	components	for	the	marketer	and	how	
these	principles	can	be	applied

•	 describe	the	importance	of	price	determination	for	the	organisation	and	the	different	
price	decisions	that	may	apply	to	a	specific	situation	

•	 describe	the	importance	of	communication	decisions	and	of	each	of	the	market-
ing	communication	components	such	as	advertising

•	 explain	and	illustrate	the	application	of	each	of	the	marketing	communication	elements	
to	a	given	situation

•	 explain	the	reason	for	the	addition	of	two	more	marketing	instruments	and	their	
meaning	for	marketing	as	a	whole

•	 describe	and	illustrate	the	application	of	the	people	and	physical	evidence	marketing	
instruments	to	specific	practical	circumstances

•	 describe	the	different	components	in	cyber	and	digital	marketing	and	illustrate	their	
application	to	specific	practical	situations

•	 explain	and	illustrate	the	use	of	social	media	in	marketing
•	 describe	the	different	components	involved	in	the	planning	implementation	and	

control	of	the	marketing	strategy

4.	 oVeRVIeW	oF	THIS	moDUle
The	aim	of	this	module	in	marketing	management	is	to	promote	an	understanding	of	the	
basic	principles	of	marketing.	We	will	look	at	the	origin	and	development	of	marketing	
thought	and	concentrate	on	customers	as	the	primary	focal	point	of	business.	All	marketing	
takes	place	in	the	marketing	environment,	which	comprises	the	micro-,	market	and	
macroenvironments.

Each	of	these	is	discussed	in	detail.

Managers	need	information	to	enable	them	to	make	better	decisions.	In	the	world	of	
marketing,	this	information	is	provided	by	marketing	research.	In	this	module,	we	will	look	
at	the	marketing	research	process	and	the	various	techniques	available	to	managers	to	
conduct	marketing	research.	Because	marketers	need	to	understand	the	consumers,	in	
this	module	we	will	focus	on	customer	behaviour	and	the	various	purchasing	behaviours	
that	consumers	manifest.	The	module	concludes	with	a	look	at	integrating	the	marketing	
mix	variables	of	product,	price,	promotion	and	distribution	into	a	comprehensive	market	
offering.

The	module	also	focuses	specifically	on	the	expansion	of	the	marketing	mix	by	adding	
people	and	physical	evidence	as	elements.	This	addition	is	especially	valuable	to	the	
marketing	of	services.	In	addition,	we	will		look	at	the	use	of	new	technology	in	marketing	
by	examining	the	components	of	digital	marketing	as	well	as	the	rapidly-growing	social	
media.

5.	 THe	STUDY	PAcK
The	study	material	for	this	module	consists	of	this	study	guide,	a	prescribed	book	and	
several	tutorial	letters.	The	tutorial	letters	and	study	guide	will	be	sent	to	you	during	the	
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course	of	the	year.	The	prescribed	book	is	of	vital	importance	because	you	will	not	be	able	
to	complete	this	module	successfully	without	using	it.	In	addition	to	the	prescribed	book,	
you	are	encouraged	to	consult	other	sources	such	as	those	available	in	the	Unisa	library.

topic Study�unit

1.� the�marketing�context 1:		The	field	of	marketing

2:		The	composition	of	the	marketing	environment

2.� consumer�knowledge 3:		Consumer	behaviour

4:		Information	for	marketing	management

5:		Customer	value	and	retention

3.� �Market�segmentation�tar-
geting�and�positioning

6:		Market	segmentation	and	product	positioning

4.� �the�elements�of�the�market-
ing�mix

7:		Product	decisions

8:		Pricing	decisions

9:		Distribution	decisions

10:		Integrated	marketing	communication

11:		People,	processes	and	physical	evidence

5.� �technology�in�marketing 12:		Cyber-	and	digital	marketing

6.� �Marketing� management�
issues

13:		Market	planning,	implementation	and	control

Please	consult	Tutorial	Letter	101	for	the	details	of	the	prescribed	book.

6.	 THe	APPRoAcH	To	leARNING	AND	TeAcHING	IN	THIS	
moDUle

The	purpose	of	this	study	guide	is	to	afford	you	the	opportunity	to	put	into	practice	those	
theoretical	concepts	introduced	in	the	prescribed	book,	and	at	the	same	time	provide	
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exercises	and	questions	that	will	help	you	prepare	for	the	examination.	It	is	essential	
that	you	work	through	the	study	guide	because,	by	doing	so,	you	will	improve	your	
chances	of	performing	well	in	the	examination.	However,	there	is	no	substitute	for	being	
thoroughly	familiar	with	the	theory	as	discussed	in	the	prescribed	book.	Your	prescribed	
book	and	study	guide	complement	one	another	in	that	the	study	guide	assists	in	the	
learning	process,	but	studying	it	alone	and	ignoring	the	prescribed	book	will	not	ensure	
your	success	in	the	examination.

6.1	 Suggestions	on	how	to	approach	your	studies	in	this	module

Tutorial	Letter	101	and	the	study	guide	will	direct	you	in	your	approach	to	the	learning	
and	other	resources	and	advise	you	on	possible	ways	of	using	these	to	your	benefit,	for	
example,	making	the	best	use	of	SMSs,	peer	collaboration	groups,	learning	centres	and	
career	counselling.	As	a	distance	education	student,	you	need	to	know	who	to	contact	
about	academic	and	administrative	matters	and	how	to	manage	your	time.	In	the	study	
guide,	we	make	a	definite	distinction	between	the	parts	of	the	prescribed	book	that	you	
simply	have	to	read,	and	those	that	you	have	to	study.

6.1.1	 Studying

The	sections	that	have	to	be	studied	are	clearly	indicated	and	form	the	basis	of	the	
assignments	and	examination.	To	be	able	to	do	the	activities	and	assignments	for	this	
module,	to	achieve	the	learning	outcomes	and	to	pass	the	examination,	you	will	need	
a	thorough	understanding	of	the	content	of	these	sections	in	the	study	guide	and	the	
prescribed	book.	In	order	to	understand	the	study	material	properly,	you	need	to	accept	
responsibility	for	your	own	studies	and	realise	that	learning	involves	far	more	than	simply	
memorising	the	material.	You	will	be	expected	to	show	that	you	understand	and	are	able	
to	apply	the	information,	not	just	remember	it.

6.1.2	 Reading

Some	parts	of	the	study	guide	will	tell	you	to	read	a	certain	section	in	the	prescribed	
book	or	study	guide.	This	means	that	you	should	note	the	particular	section	because	it	
usually	provides	useful	background	information	or	offers	another	perspective	or	further	
examples.	It	will	give	you	some	context,	improve	your	ability	to	take	notes	and	enhance	
your	understanding.

You	will	need	to	spend	at	least	120	hours	on	this	module.	This	includes	approximately	
40	hours	of	reading	and	studying	the	study	material,	40	hours	doing	the	activities	and	
assignments	and	40	hours	preparing	for	the	examination.	We	encourage	you	to	follow	
the	proposed	schedule	for	the	allocation	of	time	to	the	various	topics,	study	units	and	
other	activities	as	supplied	in	Tutorial	Letter	101.

You	may	wish	to	read	more	widely	than	only	the	study	guide	and	the	prescribed	book.	
When	you	read	information	in	the	prescribed	book	or	in	other	sources,	do	not	simply	
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accept	it	without	question.	Make	an	effort	to	critically	evaluate	the	ideas	and	information	
you	encounter.

Test	your	understanding	of	the	ideas	that	you	encounter	in	this	module	by	doing	your	
best	to	apply	them	to	real-life	situations.

6.2	 Importance	of	completing	activities,	assignments	and	self-assessment	
questions

6.2.1	 Activities

You	will	encounter	various	types	of	activities	in	this	study	guide.	They	will	require	you	to

•	 reflect	on	the	work	covered
•	 complete	the	assessment	questions
•	 do	self-assessment

We	consider	your	completion	of	the	activities	in	the	study	guide	and	the	assignments	
crucial	to	your	successful	completion	of	this	module.	Firstly,	the	activities	in	the	study	
guide	will	help	reinforce	your	learning,	and	secondly,	they	will	give	you	an	idea	of	the	
type	of	application	question	that	will	be	asked	in	the	examination.

6.2.2	 Assignments

You	will	find	the	assignments	for	this	module	in	Tutorial	Letter	101.	The	completion	of	
assignments	is	crucial	to	helping	you	achieve	the	learning	outcomes.	By	completing	the	
assignments,	you	will	get	a	feel	for	the	type	of	question	you	can	expect	in	the	examination	
and	obtain	first-hand	feedback	from	the	lecturer.	The	assignment	questions	also	afford	
you	the	opportunity	to	apply	the	theory	to	a	case	study	or	a	practical	situation	in	your	
workplace.	We	will	inform	you	of	the	purpose	of	each	assignment	and	which	module	
outcomes	will	be	assessed	by	the	assignment.	We	will	also	supply	the	criteria	for	assessment	
so	that	you	understand	how	to	approach	the	answering	of	specific	questions.

Details	of	the	assignments	with	their	associated	assessment	criteria	and	the	format	of	
and	requirements	for	the	examination	are	provided	in	Tutorial	Letter	101.

6.2.3	 Assessment	questions

At	the	end	of	each	section,	you	will	find	a	list	of	possible	assessment	questions	based	
on	the	work	covered	in	that	section.	We	advise	you	to	work	through	these	questions	
diligently,	since	they	provide	extremely	useful	opportunities	to	prepare	yourself	for	
possible	examination	questions.	Self-assessment	plays	a	key	role	in	the	mastery	of	learning	
outcomes	and	you	should	therefore	make	an	effort	to	complete	all	the	self-assessment	
activities	in	the	study	guide.	You	will	find	most	of	the	answers	to	these	questions	in	the	
study	material	in	the	study	guide	and	prescribed	book.	Our	philosophy	is	that	students		
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should	never	be	faced	with	any	surprises	in	the	examination.	Consequently,	it	is	in	your	
own	interests	to	work	through	these	assessment	questions.

To	do	well	in	essay	questions,	you	need	to	structure	your	answers	logically.	Also,	you	should	
use	appropriate	headings	and	subheadings	and	include	a	bibliography	at	the	end.	You	
will	find	guidelines	on	the	technical	presentation	of	assignments	in	Tutorial	Letter	101.

6.2.4		 Assessment	of	the	module

During	the	semester,	you	will	be	assessed	on	your	assignments	and,	in	the	examination	
at	the	end	of	the	semester,	you	will	be	assessed	against	transparent	assessment	criteria	
directly	linked	to	the	outcomes	of	the	module.

The	compulsory	assignment	mark(s),	together	with	your	final	assessment,	will	count	
towards	your	total	mark.	Further	details	of	the	assessment	and	examination	requirements	
for	this	module	are	supplied	in	Tutorial	Letter	101.

7.	 eXAmINATIoNS

7.1	 Prescribed	material

All	the	study	material	is	relevant	to	the	examinations.	In	addition	to	understanding	the	
theoretical	principles	provided,	we	expect	you	to	be	able	to	apply	these	principles	to	a	
practical	situation	in	a	given	case	study	or	scenario.

7.2	 Format	of	the	examination	paper

The	duration	of	the	examination	is	two	hours.	The	paper	comprises	several	short	questions	
or	multiple-choice	questions	worth	20	marks	and	longer	essay	questions	worth	50	marks.	
The	essay	questions	may	be	based	on	a	short	case	study	or	scenario.

7.3	 Presentation	and	allocation	of	time

Please	prepare	thoroughly	for	the	examinations.	When	you	are	answering	examination	
questions,	always	write	neatly,	use	point	form	where	possible,	leave	a	blank	line	between	
paragraphs	and	underline	keywords,	if	you	have	time.	Start	each	question	on	a	new	page	
(but	write	on	both	sides	of	the	page).	This	will	make	your	answers	more	readable	and	
ensure	that	the	lecturer	does	not	overlook	anything.	Make	it	easy	for	the	examiner	to	read	
and	understand	your	work.	Remember,	what	we	cannot	read,	we	cannot	mark	properly!

When	answering	essay	questions,	you	should	always	include	a	brief	introduction	and	
conclusion,	state	your	theory	logically	and	neatly	and	provide	apt	practical	examples	if	
you	are	asked	to	do	so.	Keep	your	answers	concise	and	to	the	point	–	you	will	not	earn	
more	marks	simply	for	writing	a	lengthy	answer.	The	number	of	marks	allocated	to	a	
question	will	give	you	a	good	indication	of	how	much	to	write.
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The	time	limitation	means	that	you	need	to	plan	your	time	carefully.	Do	not	waste	time	
on	long	introductions	and	summaries,	and	do	not	include	a	bibliography	in	an	answer	
to	an	examination	question.

Practical	application	entails	more	than	simply	mentioning	the	name	of	a	particular	
company	–	you	must	apply	the	theoretical	principles	to	the	company’s	operations	in	the	
given	case	study	or	scenario.	

On	the	cover	page	of	the	examination	answer	book,	please	write	the	numbers	of	the	
questions	you	answered,	in	the	order	in	which	you	answered	them.

8.	 KeY	coNcePTS	IN	ASSIGNmeNTS	AND	eXAmINATIoNS
When	we,	your	lecturers,	formulate	assignment	and	examination	questions,	we	word	them	
in	specific	ways	so	that	you	will	know	exactly	what	is	expected	of	you.	For	example,	we	
may	ask	you	to	list,	describe,	illustrate	or	demonstrate	something,	compare	two	things,	
or	construct,	relate,	criticise,	recommend	or	design	something.

Below	is	an	explanation	of	the	various	levels	of	cognitive	thinking	that	you	will	be	expected	
to	apply,	and	the	kinds	of	instructions	that	we	will	give	you	with	regard	to	each	level.	This	
system	is	known	as	Bloom’s	taxonomy.

•� Knowledge.	This	is	essentially	memorisation	and	the	recall	of	information.	At	its	
simplest,	it	involves	recalling	facts	or	terminology,	such	as	names,	dates	and	definitions.	
It	may	also	involve	recalling	principles	and	generalisations	or	ways	of	doing	things.	
Outcomes/instructions	written	at	this	level	will	typically	use	verbs	(these	are	the	words	
that	tell	you	what	you	have	to	do)	such	as	name,	list,	define,	label,	select,	state,	write,	
describe,	identify	and	recall.

•� comprehension.	This	involves	making	sense	of	things,	instead	of	simply	remembering	
them.	Comprehension	usually	requires	you	to	translate	information	into	your	own	
words.	Outcomes/instructions	written	at	this	level	will	typically	use	verbs	such	as	
convert,	illustrate,	distinguish,	interpret,	rewrite,	discuss,	give	examples	and	summarise.	

•� Application.	This	is	the	ability	to	use	information	and	ideas	in	new	situations,	such	as	
in	solving	problems	that	have	a	single	or	best	answer.	Outcomes/instructions	written	
at	this	level	will	typically	use	verbs	such	as	calculate,	demonstrate,	construct,	compute,	
solve,	relate,	show,	use	and	apply.

•� Analysis.	This	is	the	ability	to	examine	information	in	a	systematic	manner	in	order	
to	identify	the	important	ideas,	the	relative	hierarchy	of	these	ideas	and	the	relations	
between	them.	Outcomes/instructions	written	at	this	level	will	typically	use	verbs	such	
as	analyse,	differentiate,	categorise,	classify,	relate,	illustrate,	outline,	compare,	contrast,	
discriminate,	explain	and	hypothesise.

•� Synthesis.	This	is	the	ability	to	construct	something	new	by	combining	several	pieces	of	
information	to	form	a	coherent	whole	(such	as	a	plan).	Outcomes/instructions	written	at	
this	level	will	typically	use	verbs	such	as	plan,	adapt,	combine,	create,	compile,	compose,	
construct,	model,	revise,	design,	develop,	formulate	and	organise.

•� Evaluation.	This	is	the	ability	to	make	judgements	about	the	quality	or	value	of	things	
(with	reference	to	either	internal	evidence	or	external	criteria).	Outcomes/instructions	
written	at	this	level	will	typically	use	verbs	such	as	assess,	judge,	choose,	criticise,	rate,	
argue,	justify,	evaluate,	decide,	recommend	and	conclude.
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In	this	module,	you	will	be	asked	to	operate	on	all	levels	of	Bloom’s	taxonomy.	Make	sure	
that	you	know	what	is	expected	of	you	in	each	question.

9.� uSE�oF�iconS
The	icons	that	will	be	used	in	this	study	guide	are	listed	below,	together	with	an	explanation	
of	what	each	means?

icon description

Key	concepts.	This	icon	draws	your	attention	to	certain	keywords	or	
concepts	in	the	topic	or	study	unit.

Learning	outcomes.	This	icon	indicates	which	aspects	of	the	particular	
topic	or	study	unit	you	have	to	master.	You	will	need	to	demonstrate	
that	you	have	mastered	these	aspects.

Study.	This	icon	indicates	which	sections	of	the	prescribed	book	or	
the	study	guide	you	need	to	study	and	internalise.

Read.	This	icon	will	direct	you	to	read	certain	sections	of	the	prescribed	
book	for	background	information.

Activity.	This	icon	refers	to	activities	that	you	must	complete	in	order	
to	develop	a	deeper	understanding	of	the	study	material.

Assessment.	This	icon	indicates	that	you	will	be	required	to	test	your	
knowledge,	understanding	and	application	of	the	material	you	have	
just	studied.

Feedback.	This	icon	indicates	that	you	will	receive	feedback	on	your	
answers	to	the	self-assessment	activities.

Time-out.	This	icon	indicates	that	you	should	take	a	rest	because	
you	have	reached	the	end	of	a	study	unit	or	topic.

Reflection.	This	icon	requires	you	to	reflect	on	the	important	issues	
or	problems	dealt	with	in	the	study	unit.
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icon description

Summary.	This	icon	indicates	that	a	brief	statement	will	be	provided	
that	summarises	the	main	points	discussed	in	each	study	unit.

10.	 ImPoRTANT	ADVIce
The	likelihood	of	your	success	will	be	improved	if	you	consider	the	following	hints:

•	 Study	the	prescribed	study	material	conscientiously	according	to	the	guidelines	
provided.

•	 Discuss	the	subject	matter	with	colleagues	and	specialists.
•	 Do	the	activities.
•	 Prepare	timeously	for	the	submission	of	the	compulsory	assignments	and	also	do	the	

non-compulsory	assignments.
•	 Apply	your	knowledge	in	practice.
•	 Prepare	properly	for	the	examination.

11.	 WHAT	YoU	cAN	eXPecT	FRom	UNISA
You	can	expect	us	to	do	the	following:

•	 Provide	you	with	up-to-date	and	relevant	study	material	that	is	regularly	compared	
with	and	benchmarked	against	similar	local	and	international	programmes.

•	 Ensure	that	the	study	material	is	in	line	with	the	needs	of	industry	and	commerce	by	
consulting	regularly	with	the	profession,	industry	leaders	and	government	offi		cials.

•	 Support	you	whenever	you	require	assistance.	You	may	contact	your	lecturers	by	
making	an	appointment	to	see	them	in	person,	by	telephone	or	via	email	or	the	internet.	
We	understand	that	studying	by	means	of	distance	learning	is	more	challenging	than	
attending	a	residential	university.

•	 Provide	you	with	clear	indications	of	what	we	expect	from	you	in	terms	of	your	
assessment.

•	 Provide	prompt	feedback	on	assignments.	We	will	return	your	assignment	and	our	
feedback	within	three	weeks	of	the	due	date,	if	you	submitted	the	assignment	before	
the	due	date.

We	trust	you	will	enjoy	your	studies.	We	are	certainly	looking	forward	to	being	your	
partners	in	this	exciting	endeavour.

Best	wishes

Your	Marketing	Management	lecturers
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ToPIc	1

The	marketing	context

AIm

The	aim	of	this	topic	is	to	introduce	you	to	the	topic	of	marketing	by	exposing	you	to	
some	of	the	components	contained	in	two	fundamental	concepts	of	marketing,	namely	
the	nature	of	and	orientation	to	marketing	and	the	marketing	environments.	In	other	
words,	our	aim	is	to	acquaint	you	with	the	main	components	and	activities	that	define	
marketing	and	where	are	they	performed.	This	topic	also	endeavours	to	acquaint	you	with	
the	content	of	some	basic	processes	that	will	give	direction	to	the	marketing	function	of	
the	organisation	in	order	to	gain	a	sustainable	competitive	advantage	for	the	organisation.	
These	processes	are	gap	analysis,	selecting	marketing	activities	to	bridge	these	gaps,	
building	relationships	with	the	customers,	the	marketing	process	and	SWOT	analysis.

leARNING	oUTcomeS
After	studying	this	topic,	you	should	be	able	to

•	 explain	the	meaning	of	the	basic	concept	of	marketing	and	the	different	orientations	
to	marketing

•	 explain	the	gaps	between	the	organisation	and	customer	that	must	be	closed	and	
the	activities	that	can	be	used	for	this	purpose

•	 describe	the	marketing	process	and	how	the	marketer	can	establish	a	relationship	
between	the	organisation	and	the	customer

•	 describe	the	content	and	components	of	the	marketing	environment
•	 describe	the	meaning	and	application	of	SWOT	analysis
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STUDY	UNIT	1	

THE	FIELD	OF	MARKETING	

INTRoDUcTIoN
You	may	think	that	marketing	is	all	about	buying	and	selling	products.	However,	in	this	
section	you	will	learn	that	marketing	is	a	far	more	complex	process.	Firstly,	the	marketing	
of	products	has	to	do	with	what	the	consumers	want.	If	you	do	not	know	what	they	want,	
it	is	impossible	to	produce	a	product	that	they	will	want	to	buy.	Secondly,	it	is	important	
to	have	a	management	team	that	will	be	able	to	see	this	process	through	effectively.	Now	
you	need	a	marketing	strategy	that	will	enable	you	to	make	decisions	on	where	you	wish	
to	distribute	your	products,	how	you	want	to	communicate	your	marketing	message	and	
how	you	will	price	your	product.	Study	the	following	example	from	Discovery	to	see	how	
this	plan	comes	together.

Discovery	is	a	company	that	sells	medical	insurance,	and	the	way	it	markets	its	products	
adds	to	the	company’s	success.	It	uses	various	channels	to	communicate	its	services,	
such	as	television	advertisements,	magazines,	pamphlets	and	partnerships	with	other	
companies	such	as	Virgin	Active,	Pick	n	Pay	and	Ster	Kinekor.

Discovery	sells	not	only	medical	insurance,	but	also	sell	“peace	of	mind”	to	its	customers.	
This	means	that	when	something	happens	to	someone	in	the	Discovery	family,	funds	will	
be	available	to	pay	for	medicine	or	hospitalisation.	In	addition,	the	company	encourages	
its	customers	to	instil	a	healthy	style	of	living,	which	shows	that	Discovery	not	only	sells	
a	service,	or	focuses	on	the	products	it	sells,	but	also	tries	to	do	business	with	society	
and	has	the	individual’s	best	interest	in	mind.	The	company’s	slogan	on	its	website	(1)	
states	the	following:	“Discovery’s	core	purpose	is	to	make	people	healthier	and	enhance	
and	protect	their	lives.”	This	shows	that	Discovery	has	a	societal	marketing	orientation.

Discovery	would	not	have	been	able	to	put	such	a	marketing	strategy	together	if	it	had	
not	conducted	in-depth	research	into	customers	wants	and	needs,	effective	planning	of	
marketing	campaigns,	pricing	policies,	distribution	and	communication	methods.
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Key�concepts

Getting�an�overview

1.1� the�nature�of�marketing

1.2� Marketing�activities

1.3� Marketing�orientations

1.4� relationship�marketing

1.5� defining�marketing

1.6� the�marketing�process

1.7� the�marketing�function�in�the�organisation

1.8� Stratetic�marketing�management

1.9� Self-assessment�questions

1.10� reflection

1.11� conclusion

Key	concepts

•	 marketing	
•	 exchange
•	 production
•	 consumption
•	 marketing	activities
•	 marketing	orientation
•	 middlemen
•	 relationship
•	 market
•	 customers
•	 process
•	 function	
•	 management	tasks
•	 strategy
•	 business	unit

GeTTING	AN	oVeRVIeW
As	you	can	see,	marketing	is	one	of	the	core	business	practices	in	any	organisation,	and	it	
will	ensure	long-term	profitability	through	ongoing	mutually	beneficial	exchanges	with	
customers.	As	Regis	McKenn	stated:	“Marketing	is	everything	and	everything	is	marketing.”

This	study	unit	deals	with	the	following	three	topics:	

•	 the	nature	of	marketing
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•	 marketing	activities
•	 marketing	orientation

You	will	need	approximately	two	hours	to	work	through	this	study	unit	and	ensure	that	
you	understand	the	topics	covered.

This	study	unit	unfolds	as	follows:

The	field	of	marketing

The	meaning	of	marketing

The	activities	of	marketing

The	orientations	of	marketing

The	marketing	process

Relationship	marketing

Strategic	marketing	
management

The	marketing	function	in	
the	organisation

1.1	 THe	NATURe	oF	mARKeTING

(Study	this	section	in	the	prescribed	book.)

1.1.1	 The	meaning	of	marketing
The	definition	of	marketing	 includes	 the	conception,	pricing,	communicating	and	
distribution	of	ideas,	products	or	services	to	encourage	mutually	beneficial	exchanges	
aimed	at	satisfying	individual	needs.	It	was	also	mentioned	that	marketing	is	about	not	
only	selling	products,	but	also	a	whole	process	that	must	have	the	end	result:	to	satisfy	
the	needs	of	the	consumer	by	creating	value.

Take	the	following	example:	
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Pick	n	Pay	is	a	retailer	that	sells	groceries	to	the	South	African	market.	The	marketing	
definition	can	be	broken	down	into	the	following	bits	of	information	by	using	this	retailer	
as	an	example:

Marketing	is	the	process	of	planning	and	executing.	This	means	that	Pick	n	Pay	has	a	
dedicated	marketing	team	headed	by	Jonathan	Ackerman	that	conceptualises,	plans		
and	executes	the	marketing	strategy	for	the	current	year	and	for	the	future.	The	team	
make	decisions	about	which	products	they	will	sell,	how	they	will	price	these	products	in	
relation	to	the	products	of	their	competitors,	the	extent	of	the	marketing	communication	
and	the	distribution	of	stores.	

All	these	decisions	have	to	be	made	in	order	to	sell	ideas,	products	and	services	to	the	
customer,	by	creating	exchanges	and	satisfying	the	needs	of	the	customers.	On	the	
company’s	website:	www.picknpay.co.za	(2),	you	will	see	the	slogan,	“Inspired	by	you”,	
which	shows	that	the	company	is	interested	in	providing	products	that	will	satisfy	its	
customer’s	needs.		The	company	also	offers	value-adding	services	such	as	online	shopping	
and	banking.	Recipes,	health	and	household	tips,	and	articles	about	interesting	topics	
are	available	on	the	website	and	in	the	magazine.	

Pick	n	Pay	uses	many	marketing	activities.	It	uses	an	extensive	distribution	channel	(there	
are	numerous	Pick	n	Pay	outlets	throughout	South	Africa),	various	advertising	channels	
(television,	website,	print	advertisements	and	billboards)	and	creates	value	by	not	only	
selling	products,	but	supplying	products	that	satisfy	the	customers’	needs.

1.1.2	 exchange	and	marketing
Exchange	can	be	described	as	one	person	giving	something	in	order	to	receive	something	
else.	In	this	study	unit,	make	sure	you	understand	what	the	following	conditions	for	
exchange	entail:	

•	 At	least	two	parties	must	be	involved.	
•	 Each	party	must	have	something	that	the	other	party	values.	
•	 Each	party	must	be	able	to	communicate	with	the	other	party	and	deliver	the	goods	

or	services	sought	by	the	other	trading	party.	
•	 Each	party	must	be	free	to	accept	or	reject	the	other’s	offer.
•	 Each	party	must	want	to	deal	with	the	other	party.	

	
Note	that	exchange	will	not	necessarily	occur	even	if	all	the	conditions	
are	met.	Exchange	only	takes	place	where	there	is	agreement	between	
two	parties.
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1.1.3	 Gaps	between	production	and	consumption
Products	are	not	consumed	where	they	are	produced,	which	causes	gaps	in	the	marketing	
process.	Various	gaps	are	identified,	and	successful	marketing	of	a	suitable	market	offering	
requires	bridging	of	the	gaps.	Make	sure	you	understand	each	gap	and	are	able	to	explain	
each	by	means	of	an	example.

(1)	 	Space	gap.	A	geographical	space	(distance)	exists	between	the	manufacturer	and	
the	consumer.	This	is	also	evident	among	farmers	who	need	to	transport	their	fresh	
produce	to	the	market.	They	have	to	transport	it	to	locations	where	customers	will	
buy	their	products,	such	as	the	local	greengrocer,	retailer	or	fresh	produce	market.	

(2)	 	Time	gap.	Bananas	are	a	tropical	fruit	that	can	be	grown	and	harvested	only	in	summer.	
Thus,	in	order	for	bananas	to	be	available	the	whole	year	round,	distributors	have	to	
store	and	freeze	large	numbers	of	them	to	be	distributed	throughout	the	year.	

(3)	 	Information	gap.	www.hippo.co.za	is	an	apt	example	of	a	company	that	closes	the	
information	gap.	This	company	affords	its	customers	the	opportunity	to	compare	
different	insurance	companies	and	choose	the	one	most	applicable	to	their	situation.

(4)	 	Ownership	gap.	When	a	new	house	is	purchased,	the	consumer	becomes	the	owner	
only	when	it	is	registered	in	his	or	her	name.	The	consumer	requires	finance	from	a	
bank	to	make	the	purchase	possible.	

(5)	 	Value	gap.	The	seller	and	buyer	must	agree	on	an	acceptable	exchange	rate	(price	
of	the	product).	If	the	buyer	regards	a	price	of	R200	for	a	pair	of	jeans	as	acceptable,	
he	or	she	will	purchase	the	jeans.	This	means	that	the	value	the	buyer	attaches	to	
the	product	is	the	same	as	the	value	attached	by	the	seller.

Gaps	can	be	reduced	or	bridged	by	involving	intermediaries	in	the	selling	process.	There	
are	three	kinds	of	intermediaries:	

(1)	 	Middlemen.	Middlemen	are	companies	such	as	Pep	Stores,	Edgars,	Spar	and	Shoprite	
Checkers.

(2)	 	Sales	intermediaries.	An	example	of	a	sales	intermediary	is	a	financial	advisor.	He	helps	
his	clients	to	invest	their	money	at	other	companies	such	as	Allan	Gray	or	Momentum.	
To	render	this	service,	this	financial	advisor	does	not	have	to	be	an	employee	of	these	
companies.

(3)	 	Auxiliary	enterprises.	These	enterprises	are	not	directly	involved	in	the	transfer	of	title	
but	provide	support	services	to	facilitate	the	selling	process.	Examples	are	Spoornet,	
advertising	agencies	and	commercial	banks.

Spreading	information	is	becoming	more	efficient	with	the	internet	and	new	mobile	and	
wireless	technology.	This	new	trend	has	created	the	demand	for	more	individualised	
products	and	higher	service	standards.	This	is	because	customers	can	now	evaluate	the	
quality	of	service	and	products	in	real	time	from	various	sources	such	as	online	magazines,	
news	feeds	and	social	networks	such	as	blogs	and	customer	service	websites	such	as	
www.HelloPeter.com.	

Note	that	price	is	not	only	monetary	value,	but	also	includes	the	time	and	emotional	cost	
to	the	customer.	Customers	do	not	only	buy	a	product,	but	also	a	total	market	offering,	
consisting,	inter	alia,	of	the	product,	service	and	status.	
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1.2	 mARKeTING	AcTIVITIeS

(Study	this	section	in	the	prescribed	book.)

As	mentioned	in	this	section,	marketing	activities	are	used	to	transfer	the	market	offering	
to	the	buyer.	Three	different	marketing	activities	are	discussed	namely,	primary,	auxiliary	
and	exchange	activities.	Primary	activities	have	to	do	with	transportation.	These	days,	
companies	use	a	combination	of	land,	water,	air	traffic	and	pipelines	to	transport	goods.	
Exchange	activities	ensure	that	the	customer	receives	what	he	or	she	paid	for.

The	following	are	examples	of	auxiliary	marketing	activities:

(1)	 	Sourcing	and	supplying	information.	Take	a	look	at	the	following	marketing	research	
companies	-		Synovate	and	Millward	Brown	and	see	how	their	products	and	services	
can	benefit	any	organisation	that	needs	information	about	its	their	target	market:	
www.synovate.com	and	www.millwardbrown.com.	You	can	also	consult	the	Journal	
of	Marketing	Research	for	additional	information.

(2)	 	Standardisation	and	grading.	Go	to	the	International	Organisation	for	Standardisation’s	
website,	www.iso.org,	and	read	up	on	why	standardisation	is	necessary	and	how	it	
works.	Also	visit	the	South	African	Bureau	of	Standards’	website	–	www.sabs.co.za.

(3)	 	Storage.	Google	Images	has	numerous	examples	of	what	a	warehouse	would	look	
like.	Visit	your	nearest	Makro	or	Trade	Centre	to	get	an	idea	of	what	a	warehouse	
looks	like.

(4)	 	Finance.	Banks	such	as	ABSA,	Nedbank	and	Standardbank	offer	finance	to	businesses	
to	help	them	start	a	new	business	or	carry	the	costs	of	production	before	there	is	an	
income	from	products	sold.

(5)	 	Risk	taking.	Any	firm	incurs	risk	when	it	is	in	business,	as	a	result	of,	say,	having	a	lot	
of	stock	in	its	warehouse	(the	warehouse	could	burn	down	or	there	could	be	large-
scale	theft)	or		transporting	products	from	the	factory	to	the	shops	(there	could	be	
an	accident	on	the	way	and	products	could	be	damaged).	That	is	why	companies	
take	out	business	insurance	from	organisations	such	as	Outsurance,	Hollard	and	
Dialdirect.	Some	banks	even	offer	insurance	as	part	of	their	service	packages.

1.3	 mARKeTING	oRIeNTATIoNS

(Study	this	section	in	the	prescribed	book.)

Four	marketing	orientations	have	been	identified	that	have	influenced	organisations	
over	the	year.	These	are	production,	sales,	marketing	and	societal	orientation.	After	
reading	this	section	in	the	prescribed	book,	you	should	understand	each	of	the	marketing	
orientations,	you	must	be	able	to	recognise	them	if	they	are	presented	in	a	case	study	
and	make	recommendations	on	how	the	marketing	strategy	can	be	improved.
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Study	the	following	figure	of	the	different	orientations	to	avoid	confusion.

Marketing	orientations

Production	
orientation

Sales	
orientation

Marketing	
orientation

Consumer

Profit

Organisational	
integration

Societal	
orientation

•	 Production	orientation.	In	this	orientation,	the	company	would	only	look	at	its	capabilities,	
be	it	to	produce	products	or	provide	services.	This	orientation	gives	no	thought	to	how	
the	company	can	satisfy	the	needs	of	its	customers.	The	product	or	service	it	offers	
could	be	precisely	what	the	market	wants	and	the	company	could	prosper,	but	if	it	is	
a	product	or	service	that	the	market	does	not	require,	the	company	would	probably	
only	achieve	short-term	success.

•	 Sales	orientation.	Sales-oriented	companies	focus	only	on	selling	as	many	of	their	
products	as	possible.	They	use	aggressive	selling	techniques	to	ensure	high	profits.	
This	is	also	an	orientation	that	does	not	have	an	infinite	life	span,	because	even	though	
the	company	is	selling	a	great	product,	it	will	not	have	looked	at	what	consumers	
want	and	need	and	will	therefore	battle	to	persuade	people	to	buy	products	they	
do	not	want.

•	 Marketing	orientation.	The	marketing	orientation	is	based	on	the	understanding	that	a	
sale	does	not	only	depend	on	an	aggressive	sales	force,	but	instead	on	the	customer’s	
decision	to	purchase.	This	orientation	has	shown	the	rise	of	companies	that	began	to	
see	the	necessity	for	producing	products	that	customers	want.	They	began	to	look	at	
packaging,	distribution	and	marketing	messages.	They	realised	that	perceived	value	
was	far	more	important	than	what	the	company	can	produce.

	 	The	marketing	orientation	has	also	led	to	the	concept	of	pure	marketing.	This	entails	
three	principles,	namely	consumer	orientation,	long-term	maximisation	of	profitability	
and	integration	of	all	business	activities	directed	at	profitability	and	the	satisfaction	
of	consumer	needs.

•	 Societal	orientation.	This	orientation	refers	to	a	company’s	obligation	to	ensure	that	
it	does	not	harm	the	physical	or	social	environment,	but	must	do	anything	it	can	to	
uplift	the	environment.	This	means	that	a	company	should	ensure	that	it	does	not	do	
anything	to	pollute	or	destroy	any	part	of	the	physical	environment	it	influences	and	
the	communities	affected	by	its	operations	are	uplifted	to	ensure	a	sustainable	future.
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	 	Note	that	Green	marketing	is	also	a	concept	related	to	the	societal		orientation.	This	
is	where	companies	make	an	effort	to	inform	their	customers	that	their	products	are	
environmentally	friendly,	biodegradable	and	recyclable.

1.4	 RelATIoNSHIP	mARKeTING	

(Study	this	section	in	the	prescribed	book.)

1.4.1	 A	broader	view	of	the	market
Relationship	marketing	involves	a	company	striving	to	build	long-term	relationships	with	
its	customers	to	ensure	long-term	profitability.

Loyalty	means	that	a	customer	will	keep	coming	back	to	a	business	or	will	buy	the	business’s	
products	no	matter	what	the	competition	offers.	A	customer	does	not	only	choose	to	go	
back	because	of	reliable	products,	but	also	because	of	excellent	quality	service.

A	long-term	relationship	with	customers	is	one	of	the	most	important	ways	to	ensure	
the	longevity	of	a	company.	One	way	that	companies	build	relationships	with	their	
customers	is	through	loyalty	programmes.	Many	companies	use	this	tactic	to	ensure	
that	their	customers	will	return.	Can	you	name	a	few	loyalty	programmes?		SAA	(South	
African	Airways),	for	example,	has	its	Voyager	Miles	programme,	Clicks	has	a	Clicks	Club	
card	whereby	customers	earn	points	when	buying	a	certain	rand	amount	of	items	and	
Kulula	has	a	system	whereby	clients	can	earn	Kulula	Moolah	when	they	purchase	with	a	
Kulula	credit	card.

Sources

http://www.southafrica.to/transport/Airlines/Kulula-flights/Kulula-Jetsetters.php5
http://www.reachforadream.org.za/?p=saa-voyager
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1.4.2	 expansion	of	the	market	offering
As	you	have	seen	from	the	previous	section,	companies	make	use	of	extremely	innovative	
ways	to	keep	customers	loyal	to	their	companies	for	as	long	as	possible.	This	is	because	
they	know	that	it	is	more	expensive	to	acquire	new	customers	than	to	keep	their	current	
customers	happy.	Note	the	importance	of	having	different	strategies	for	customer	
acquisition	and	retention.

The	four	marketing	instruments	of	product,	price,	promotion	and	distribution	were	
extended	to	incorporate	people	and	processes.	This	is	because	people	(the	employees)	
must	ensure	consistent	customer	service	and	processes	are	an	integral	part	of	the	
production,	administration	and	marketing	functions.

The	two	additional	instruments	together	form	total	quality	management,	because	it	is	the	
quality	of	the	product	coupled	with	good	customer	service	that	provides	full	consumer	
satisfaction.	Also	note	that	the	term	“synergy”	means	“the	whole	is	more	than	the	sum	
of	its	parts”,	which	means	that	when	every	department	works	together,	the	quality	of	
the	product	will	be	so	much	higher.

1.4.3	 A	bigger	market	
There	is	a	larger	market	to	consider	than	only	the	customers.	The	market	includes	groups	
such	as	potential	employees,	reference	groups,	influencers	and	current	employees.	You	
must	be	able	to	explain	the	importance	of	each	relationship	type	and	give	examples	
from	a	case	study.

(1)	 	Current	customers.	As	mentioned	earlier,	loyalty	programmes	are	used	to	retain	
current	customers.	Other	companies	that	make	use	of	loyalty	programmes	are	British	
Airways	Executive	Club,	Exclusive	Books	Fanatics	Club,	Southern	Sun	Frequent	Guest	
and	AgriBonus.

(2)	 	Potential	customers.	Potential	customers	are	lured	to	shops	with	sales,	promotions,	
events	and	free	trials	and	samples.	

(3)	 	Suppliers.	Look	at	websites	such	as	www.Alibaba.com	and	www.fastmoving.co.za.	
These	are	but	two	websites	where	you	can	find	suppliers	of	raw	materials	in	South	
Africa.	Note	that	companies	buy	products	from	around	the	world.	That	is	why	they	
have	to	make	sure	that	they	can	trust	their	suppliers.

(4)	 	Potential	employees.	Currently,	acquiring	new	employees	is	a	complex	process.	The	
Human	resource	department	usually	handles	this,	but	it	is	also	common	practice	for	
companies	to	outsource	this	function.	Have	a	look	at	www.drgoutsourcing.co.za	and	
www.human-resources.co.za	to	see	how	their	services	work.	

(5)	 	Reference	groups.	Reference	groups	are	people	that	can	influence	your	decision-
making.	For	example,	a	friend	tells	you	about	a	new	chocolate	from	Cadbury,	and	
after	talking	to	her,	you	are	convinced	that	you	would	be	satisfied	purchasing	the	
new	chocolate.	

(6)	 	Influencers.	The	government,	international	affairs	and	new	competition	can	influence	
the	marketing	efforts	of	a	company.
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(7)	 	Current	employees.	Internal	marketing	efforts	are	put	in	place	to	motivate	employees.	
These	efforts	may	include	financial	bonuses,	gifts,	a	point	system	with	rewards	for	
achievement	and	public	recognition.

Note	that	relationship	marketing	has	one	goal	and	that	is	to	build	a	sustainable	relationship	
with	each	and	every	one	of	its	customers	to	ensure	repeat	purchases.	Companies	are	
moving	away	from	the	traditional	segmentation	of	the	market	towards	microsegmentation.	
This	concept	differs	from	traditional	segmentation	in	the	following	three	ways:

(1)	 	Consumers	are	more	knowledgeable	and	their	expectations	are	continually	rising.	
Because	of	the	ease	with	which	consumers	can	gather	information	from	the	internet,	
they	are	forcing	companies	to	become	more	diligent	in	the	way	they	present	their	
market	offerings.

(2)	 	Technology	has	changed	dramatically.	New	technology	such	as	blogs	and	relationship	
or	social	networks	(eg	Facebook	and	Twitter)	are	some	of	the	factors	that	need	to	be	
considered,	because	these	applications	give	companies	a	platform	to	communicate	
with	their	customers	at	a	personal	level.	This	can	also	help	to	understand	customer	
preferences	and	give	prompt	feedback	on	enquiries.

(3)	 	Competition	between	vendors	is	increasing.	A	possible	reason	for	this	is	that	people	
can	now	compare	products	with	the	“click	of	a	button”,	which	means	that	companies	
must	constantly	strive	to	stay	ahead	of	their	competition.

Employees	can	have	a	huge	impact	on	a	customer’s	service	experience	and	in	future	also	
influence	their	decision	to	stay	with	a	specific	company/bank/retailer	or	service	provider	
or	move	to	another.	You	must	be	able	to	identify	poor	customer	service	from	a	case	study,	
and	give	input	on	how	to	improve	it.

1.5		 DeFINING	mARKeTING

(Study	this	section	in	the	prescribed	book.)

After	studying	this	section,	you	should	be	able	to	define	marketing.	Make	sure	you	
understand	each	key	word	explained	in	table	1.1	in	the	prescribed	book.

Thus	far	you	have	learnt	that	marketing	follows	a	process	of	planning	and	making	decisions	
about	pricing,	communication	and	distribution	to	be	able	to	present	a	product	that	
satisfies	the	needs	of	consumers.	Marketing	also	has	to	do	with	building	relationships	
with	customers	to	ensure	long-term	profitability.	As	you	can	see	from	the	definition	in	
the		prescribed	book,	marketing	is	a	combination	of	all	the	planning	and	decisionmaking	
aimed	at	facing	opportunities	and	threats	in	the	market	in	an	effort	to	satisfy	the	needs	
of	consumers.

Can	you	think	of	any	opportunities	and	threats	that	companies	may	have	utilised	to	their	
benefit	by	developing	new	products?	The	fact	that	people	have	become	more	health	
conscious	has	led	to	many	variations	of	healthier	alternatives	–	diet	and	light	soft	drinks	
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and	alcohol	beverages	and	low	fat	yoghurt	are	two	examples.	There	has	been	an	increase	
in	the	number	of	products	that	kill	germs	that	cause	harmful	bacteria.	Domestos,	Dettol	
and	Lifebuoy	are	examples	of	this	type	of	product.

A	threat	to	the	music	industry	is	the	increase	in	the	illegal	downloading	of	music	from	
the	internet.	This	has	resulted	in	some	bands	releasing	their	albums	for	free	online	and	
also	releasing	their	albums	in	singles	as	they	used	to	do	in	the	1960s.

1.6	 THe	mARKeTING	PRoceSS

(Study	this	section	in	the	prescribed	book.)

The	marketing	department	is	responsible	for	the	marketing	process,	and	makes	decisions	
about	all	the	marketing	activities	mentioned	above.	The	following	four	variables	are	
included	in	marketing	activities:

(1)	 product	–	the	product	itself
(2)	 place	–	where	the	product	will	be	distributed
(3)	 price	–	the	price	reflects	the	value	to	the	customer	
(4)	 	promotion	–	how	the	product	will	be	marketed	(this	includes	marketing	communication	

methods	such	as	print	and	television	advertisements,	billboards,	radio	and	the	internet)

These	four	variables	are	also	known	as	the	marketing	mix.	The	marketing	mix	comprises	the	
total	market	offering	which	forms	an	integrated	marketing	strategy.	A	marketing	strategy	
is	directed	at	a	specific	target	market.	For	example,	Coca	Cola	has	many	different	brands,	
each	directed	at	a	specific	target	market.	There	are	soft	drinks,	bottled	water,	health	drinks	
such	as	Nestea	and	Just	Juice	and	vitamin-enriched	drinks	such	as	Powerade	and	Glaceau.

Another	example	of	market	segments	is	the	Foshini	group.	They	have	selected	different	
market	segments	and	developed	products	accordingly.	This	means	that	they	serve	
different	market	segments	with	different	products,	and	each	product	has	to	have	its	own	
marketing	strategy.	For	example:	the	Foschini	group	owns	store	chains	such	as	Foschini,	
Donna-Claire,	Markham,	Sportscene	and	DueSouth.	Each	store	has	its	own	“personality”	
and	serves	a	different	part	of	the	market.	Take	a	look	at	the	company’s	website,	www.
foschinigroup.co.za,	to	see	how	differently	each	brand	is	marketed	to	its	target	markets.

Note	that	there	are	new	trends	called	e-marketing	and	e-tailing	whereby	a	company	
can	make	use	of	the	internet	to	formulate	a	marketing	strategy	developed	for	a	single	
consumer.
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1.7		 THe	mARKeTING	FUNcTIoN	IN	THe	oRGANISATIoN

(Study	this	section	in	the	prescribed	book.)

1.7.1	 The	place	of	the	marketing	function
Most	large	companies	consist	of	eight	functional	departments.	These	include	operations,	
human	resources,	finance,	purchasing,	public	relations,	information,	marketing	and	general	
management.	Make	sure	you	can	name	each	of	the	departments	and	give	examples	of	
each	if	you	are	given	a	case	study.

Functions�of�the�eight�departments

(1)	 	Operations.	The	operations	department	is	responsible	for	the	processes	involved	in	
manufacturing		products	from	raw	materials.

(2)	 	Human	resources.	This	department	is	responsible	for	acquiring,	training	and	retaining	
personnel.

(3)	 	Finance.	This	department	is	responsible	for	ensuring	that	the	business	is	running	
optimally	with	regard	to	finances.

(4)	 	Purchasing.	This	department	ensures	that	the	company	has	all	the	materials	needed	
for	production.

(5)	 	Public	relations.	The	employees	in	this	department	ensure	that	the	market	has	a	positive	
view	of	the	company.	They	are	responsible	for	press	releases	and	communication	
with	the	public.	

(6)	 	Information.	This	function	ensures	that	internal	information	is	available	for	planning	
and	control.

(7)	 	Marketing.	This	department	ensures	income	from	sales	and	manages	the	whole	
marketing	process.

(8)	 	General	management.	This	comprises	top,	middle	and	lower	management,	which	
are	responsible	for	ensuring	that	all	operations	in	the	organisation	run	smoothly.	
Synergy	between	management	will	ensure	long-term	profitability.

and	alcohol	beverages	and	low	fat	yoghurt	are	two	examples.	There	has	been	an	increase	
in	the	number	of	products	that	kill	germs	that	cause	harmful	bacteria.	Domestos,	Dettol	
and	Lifebuoy	are	examples	of	this	type	of	product.

A	threat	to	the	music	industry	is	the	increase	in	the	illegal	downloading	of	music	from	
the	internet.	This	has	resulted	in	some	bands	releasing	their	albums	for	free	online	and	
also	releasing	their	albums	in	singles	as	they	used	to	do	in	the	1960s.

1.6	 THe	mARKeTING	PRoceSS

(Study	this	section	in	the	prescribed	book.)

The	marketing	department	is	responsible	for	the	marketing	process,	and	makes	decisions	
about	all	the	marketing	activities	mentioned	above.	The	following	four	variables	are	
included	in	marketing	activities:

(1)	 product	–	the	product	itself
(2)	 place	–	where	the	product	will	be	distributed
(3)	 price	–	the	price	reflects	the	value	to	the	customer	
(4)	 	promotion	–	how	the	product	will	be	marketed	(this	includes	marketing	communication	

methods	such	as	print	and	television	advertisements,	billboards,	radio	and	the	internet)

These	four	variables	are	also	known	as	the	marketing	mix.	The	marketing	mix	comprises	the	
total	market	offering	which	forms	an	integrated	marketing	strategy.	A	marketing	strategy	
is	directed	at	a	specific	target	market.	For	example,	Coca	Cola	has	many	different	brands,	
each	directed	at	a	specific	target	market.	There	are	soft	drinks,	bottled	water,	health	drinks	
such	as	Nestea	and	Just	Juice	and	vitamin-enriched	drinks	such	as	Powerade	and	Glaceau.

Another	example	of	market	segments	is	the	Foshini	group.	They	have	selected	different	
market	segments	and	developed	products	accordingly.	This	means	that	they	serve	
different	market	segments	with	different	products,	and	each	product	has	to	have	its	own	
marketing	strategy.	For	example:	the	Foschini	group	owns	store	chains	such	as	Foschini,	
Donna-Claire,	Markham,	Sportscene	and	DueSouth.	Each	store	has	its	own	“personality”	
and	serves	a	different	part	of	the	market.	Take	a	look	at	the	company’s	website,	www.
foschinigroup.co.za,	to	see	how	differently	each	brand	is	marketed	to	its	target	markets.

Note	that	there	are	new	trends	called	e-marketing	and	e-tailing	whereby	a	company	
can	make	use	of	the	internet	to	formulate	a	marketing	strategy	developed	for	a	single	
consumer.
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1.7.2	 The	management	tasks	in	marketing
According	to	the	American	Marketing	Association,	marketing	management	is	an	ongoing	
process	of	setting	goals,	planning	and	performing	activities	to	meet	the	goals	and	
measurement.	Management	tasks	range	from	identifying	opportunities	and	threats	to	
compiling	marketing	data	and	choosing	target	markets	and	distribution	channels.

Their	tasks,	however,	can	be	subdivided	into	three	main	categories,	namely	planning,	
implementation	and	control.	These	three	tasks	are	briefly	discussed	below.

(1)	 	Planning.	Planning	forms	part	of	strategic	decisionmaking	and	helps	to	examine	ways	
of	utilising	marketing	opportunities	and	countering	threats.	It	also	helps	to	identify	
internal	strengths	and	weaknesses.	Contingency	planning	is	necessary	when	the	
original	plan	cannot	be	used	because	of	unforeseen	events,	and	an	alternative	plan	
has	to	be	devised.

(2)	 	Implementation.	The	main	goal	is	to	achieve	marketing	objectives	–	hence	the	need	
for	putting	the	best	organisational	structure	in	place.	Cooperation	is	essential,	which	
means	that		the	interests	of	all	parties	must	be	involved	in	the	implementation	process.

(3)	 	Control.	The	main	function	of	control	is		to	ensure	the	company	is	still	on	track.	This	
means	that	the	company	must	continue	to	work	towards	achieving	its	goals.	Control	
also	helps	to	measure	marketing	performance,	determine	the	differences	between	
actual	performance	and	standards	and	introduce	corrective	measures	for	future	
performance.	You	need	to	be	aware	of		the	implications	of	marketing	management	
not	performing	its	tasks	properly.

1.8		 STRATeGIc	mARKeTING	mANAGemeNT

(Study	this	section	in	the	prescribed	book.)

1.8.1	 The	meaning	of	strategic	marketing	management
In	the	previous	section	we	saw	that	strategic	marketing	management	consists	of	planning,	
implementation	and	control.	This	function	is	usually	performed	at	the	middle	and	top	
management	levels.

1.8.2	 Strategic	business	units
A	strategic	business	unit	(SBU)	is	a	product	that	is	directed	at	a	specific	market	with	its	
own	strategic	plan	on	how	it	will	be	distributed	and	communicated	to	the	public.	Make	
sure	that	you	understand	the	differences	between	strategic	and	marketing	management.

Unilever	is	a	multiproduct	company.	This	means	that	it	has	a	large	number	of	brands,	
each	of	which	is	marketed	differently,	but	also	in	a	way	that	complements	each	brand.	
For	example,	Unilever	has	home	care	brands	such	as	Omo,	Surf	and	Sunlight.	As	you	
probably	know,	all	three	of	these	products	are	essentially	the	same,	because	they	are	
washing	powders	for	clothes,	but	they	each	serve	a	different	market.	This	means	that	
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Unilever	serves	a	larger	part	of	the	entire	washing	powder	market.	The	same	goes	for	
the	following	Unilever	brand	names:	Dove,	Lifebuoy,	and	Lux	soap.

Activity	1.1

Montego	Classic	is	a	company	that	sells	pet	food	and	accessories	to	the	South	African	
market.	The	company	has	been	in	business	for	ten	years	and	feels	it	is	time	to	venture	
into	the	field	of	relationship	marketing.	It	has	a	large	customer	base,	but	wants	to	make	
sure	that	these	customers	will	contribute	to	the	company’s	long-term	profits.	Before	
considering	loyalty	programmes,	it	would	be	wise	for	the	company	to	consider	the	market	
beyond	its	own	customers.	

Discuss	the	other	groups	of	people	that	would	influence	the	Montego.	You	must	be	able	
to	explain	the	importance	of	each	relationship	type	and	give	an	example	of	each.

1Feedback

Customers	are	not	the	only	group	of	people	Montego	should	consider	in	its	marketing	efforts,	
especially	before	venturing	into	the	field	of	relationship	marketing.	Other	groups	of	people	
include	the	following:

(1)	 Current	customers	–	Current	customers	are	those	people	who	are	already	loyal	to	the	
Montego	brand.	It	is	important	to	keep	these	customers	loyal	by	making	use	of	loyalty	
programmes.	These	loyalty	programmes	could	include	earning	points	per	purchase.	An	
example	of	another	loyalty	programme	would	be	Kulula’s	frequent	flyer	miles.

(2)	 Potential	customers.	Potential	customers	have	not	yet	used	Montego	products.	They	can	
be	lured	to	buy	products	by	making	use	of	promotions	and	discounts	for	buying	large	
quantities.	Sample	packs	also	work	well	because	pet	owners	can	test	the	product	to	see	
whether	their	pets	like	the	food,	before	buying	large	packets	of	the	product..	

(3)	 	Suppliers.	Suppliers	are	vital	in	the	marketing	process,	because	if	the	firm	does	not	have	
the	raw	materials	needed	to	make	the	product,	there	will	be	no	sales.	Late	deliveries	or	
no	supplies	from	untrustworthy	suppliers	could	force	Montego	to	stop	selling	products.	
Suppliers	for	dog	food	would	be	meat	and	vegetable	vendors.

(4)	 Potential	employees.	Potential	employees	are	those	people	who	are	going	to	work	for	
Montego.	It	is	important	to	choose	people	that	fit	into	the	culture	of	the	company.	In	
Montego’s	case,	it	would	probably	be	people	with	a	love	for	animals	and	great	selling	
skills.	Montego	could	make	use	of	its	own	human	resource	department	to	select	potential	
employees	or	outsource	this	task	to	a	consulting	firm.	
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(5)	 	Reference	groups.	Reference	groups	are	people	who	can	infl	uence	a	company’s	buying	
decisions.	In	the	case	of	Montego,	it	would	probably	be	someone	trying	to	convince	one	
of	their	clients	to	switch	to	another	brand	of	pet	food.

(6)	 	Infl	uencers.	Government	regulations,	international	aff	 airs	and	new	competition	can	
have	an	infl	uence	on	the	marketing	eff	 orts	of	a	company.	Government	regulations	could	
stipulate	that	only	a	certain	kind	of	preservative	may	be	used	in	dog	food.	International	
aff	 airs	could	be	that	many	pets	have	died	because	of	a	certain	meat	that	was	bought	
in	a	foreign	country	–	Montego	would	therefore	have	to	stop	buying	that	kind	of	meat.	
New	competition	in	the	pet	food	industry	could	steal	away	some	of	Montego’s	clients.

(7)	 Current	employees.	Current	employees	are	the	people	working	at	Montego.	It	is	vital	for	
current	employees	to	be	motivated	to	consistently	provide	outstanding	service	and	output.	
Internal	marketing	and	other	eff	 orts	could	include	fi	nancial	bonuses,	gifts,	a	point	system	
with	rewards	for	achievement	and	public	recognition	to	keep	the	employees	motivated.	

1.9	 SelF-ASSeSSmeNT	qUeSTIoNS
(1)	 Describe	the	fi	ve	diff	 erent	gaps	between	buyer	and	seller.
(2)	 	Describe	the	marketing	activities	that	can	be	used	to	bridge	the	gaps	between	

buyer	and	seller.
(3)	 	Describe	the	diff	 erence	between	the	following	marketing	orientations:	production,	

sales,	marketing	and	societal	orientation.
(4)	 Explain	the	meaning	of	relationship	marketing	fully.
(5)	 Give	an	overview	of	the	meaning	of	strategic	marketing.

1.10	 ReFlecTIoN
Before	tackling	the	next	study	unit,	refl	ect	on	the	following	questions:

(1)	 	Where	in	your	professional	life	do	you	think	you	would	be	able	to	apply	the	skills	
you	acquired	in	this	study	unit?

(2)	 		What	did	you	fi	nd	diffi		cult?		Why	do	you	think	you	found	it	diffi		cult?		Do	you	understand	
it	now	or	do	you	need	more	help?		What	are	you	going	to	do	about	it?

(3)	 	What	did	you	fi	nd	interesting	in	this	study	unit?		Why?
(4)	 		How	long	did	you	take	to	work	through	this	study	unit?		Are	you	still	on	schedule	or	

do	you	need	to	adjust	your	study	programme?

1.11	 coNclUSIoN
In	this	study	unit	we	have	learnt	what	marketing	is	and	how	it	has	evolved.	
We	saw	that	marketing	involves	far	more	than	only	producing	a	product	and	
selling	it	to	the	public.	It	is	a	far	more	complex	process	of	fi	rst	fi	nding	out	
what	the	consumers	want	and	then	developing	a	strategy.	The	strategy	will	
encompass	decisions	about	what	the	product	should	be	and	what	it	should	
look	like.	It	should	state	how	the	product	will	be	distributed	to	the	market,	
and	what	the	price	should	be.	It	is	important	to	set	a	price	that	indicates	
value	for	consumer.	Lastly,	the	strategy	will	indicate	what	mix	of	media	will	
be	used	to	communicate	the	marketing	message.
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We	also	discussed	the	importance	of	relationship	marketing.	We	concluded	that	it	is	
more	profitable	to	retain	consumers	than	to	attain	them.	This	is	why	it	is	necessary	to	add	
additional	variables	to	the	marketing	mix,	namely	people	and	processes,	which	shows	that	
the	employees	and	the	production	process	also	play	a	vital	role	in	retaining	customers.	
Synergy	between	those	two	variables	will	result	in	high-quality	products	with	excellent	
service,	making	it	a	complete	market	offering.

At	the	end	of	this	study	unit,	we	discussed	the	definition	of	marketing	and	the	marketing	
process	as	part	of	an	organisation.	Management	tasks	such	as	planning,	implementation	
and	control	were	discussed	to	give	insight	into	the	importance	of	ensuring	that	this	
process	runs	smoothly.

Lastly,	we	discussed	the	essential	role	of	strategic	marketing	management	and	how	
multiproduct	companies	can	market	a	variety	of	products	to	different	markets.	These	
markets	are	called	SBU.	In	the	next	study	unit	we	will	look	at	the	environment	in	which	
the	marketer	operates.

ReFeReNceS
http://www.discovery.co.za/portal/loggedout-individual/about-discovery

http://www.picknpay.co.za/picknpay/content/en/home

https://www.kulula.com/info/jetsettersinfo.aspx

http://www.unilever.com/brands/personalcarebrands/?WT.GNAV=Personal_care_brands”

http://www.cocacola.co.za/our_brands.aspx



18

STUDY	UNIT	2

THE	COMPOSITION	OF	THE	MARKETING	
ENVIRONMENT

INTRoDUcTIoN
In	this	study	unit	we	will	explore	the	turbulent	environment	in	which	organisations	operate.	
Any	organisation	must	be	aware	and	prepared	for	any	business	changes	around	it.	The	
recent	credit	crunch	has	brought	the	world’s	economy	to	its	knees	with	large	First	World	
countries	such	as	the	USA	and	the	UK	being	heavily	affected.	It	has	been	said	that	when	
the	USA	sneezes,	the	whole	world	comes	to	a	standstill.	It	is	difficult	for	any	business	to	
succeed	without	monitoring	all	the	factors	that	affect	it	internally	and	externally.	

The	public	sector	is	currently	in	shambles,	with	teachers	and	public	servants	embarking	
on	a	national	strike	for	better	wages.	This	will	have	a	negative	impact	on	the	South	African	
economy	and	international	investor	confidence.	Such	action	has	a	massive	impact	on	
economic	and	sociocultural	factors.	A	study	of	the	marketing	environment	components	
should	enable	one	to	demonstrate	the	effect	of	the	microenvironment,	macroenvironment	
and	market	environment	on	any	organisation

Key�concepts

Getting�an�overview

2.1� components�of�the�marketing�environment

2.2� SWot�analysis

2.3� Self-assessment�questions

2.4� reflection

2.5� conclusion
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This	study	unit	involves	the	following:

Key	concepts

•	 marketing	environment
•	 microenviornment
•	 macroenvironment
•	 market	environment
•	 consumers
•	 competitors
•	 suppliers
•	 inflation
•	 recession
•	 globalisation
•	 SWOT	analysis
•	 environmental	scanning

GeTTING	AN	oVeRVIeW
The	focus	is	on	the	direct	and	indirect	marketing	environment	variables.	The	variables	are	
in	the	micro-,	macro-	and	the	market	environments.	Every	business	needs	to	understand	
the	external	and	internal	variables.	An	organisation	can	only	have	control	internally	and	
must	be	able	to	monitor	the	external	situation	continuously.	A	SWOT	analysis	enables	
management	to	assess	the	strengths,	weaknesses,	opportunities	and	threats	surrounding	

Components	of	the	marketing	
environment

Microenvironment

•	 The	mission
•	 Marketing	objectives
•	 Resources,	 skills	 and	

abilities
•	 The	marketing	instru-

ment’s	strengths

Macroenvironment

•	 Political
•	 Technological
•	 Sociocultural
•	 Economic
•	 International
•	 Physical

•	 SWOT	analysis
•	 Strengths
•	 Weaknesses
•	 Opportunities
•	 Threats

Market	environment

•	 Consumers
•	 Competitors
•	 Suppliers
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an	organisation.	Strategies	that	organisations	can	use	and	implement	are	also	identified	
and	outlined.	The	question	that	needs	to	be	answered	is	how	will	the	environment	be	
scanned?	What	method	will	the	marketing	manager	use	to	scan	the	environment?	Is	
there	a	timeframe	for	scanning	the	environment?	What	is	the	significance	of	scanning	
the	environment	for	a	business?	

This	study	unit	deals	with	the	following	main	topics:

•	 the	nature	of	marketing’s	external	environment	and	the	effect	it	has	on	the	organisation.
•	 the	variables	in	the	internal	and	external	environment
•	 SWOT	analysis	and	the	importance	of	identifying	opportunities	and	threats	in	the	

external	environment

You	will	need	approximately	two	hours	to	work	through	this	study	unit	and	ensure	that	
you	understand	the	topics	covered.

2.1	 comPoNeNTS	oF	THe	mARKeTING	eNVIRoNmeNT

(Study	this	section	in	the	prescribed	book.)

The	discussion	in	this	section	focuses	on	the	market	environment,	the	microenvironment	
and	the	macroenvironment.

2.1.1	 The	market	environment
Bear	in	mind	that	the	market	environment	is	partially	controlled	by	management	and	
consists	of	variables	such	as	consumers,	competitors	and	suppliers.	These	variables	exist	
outside	the	business.	It	is	necessary	to	examine	the	role	competitors,	consumers	and	
suppliers	play	in	this	environment.	As	already	mentioned,	management	have	limited	
influence	in	this	environment.	A	change	in	consumer	behaviour	cannot	be	fully	controlled,	
but	monitoring	the	situation	will	help	the	marketing	manager	to	design	products/services	
to	satisfy	the	consumer	needs.	

For	any	organisation	to	be	sustainable	it	has	to	know	what	its	competitors	are	doing.	
An	organisation	may	have	direct	and	indirect	competitors	whose	strategies	must	be	
monitored	continuously.	In	South	Africa,	the	funeral	industry,	for	example,	has	not	been	
fully	explored	by	large	companies,	and	more	organisations	moving	into	the	insurance	
sector.	The	opportunity	in	the	funeral	industry	is	the	ability	to	offer	both	insurance	and	
funeral	services	when	the	need	arises.	One	funeral	company	that	has	been	doing	extremely	
well	in	providing	both	insurance	and	funeral	services	is	AVBOB	with	its	direct	competitor,	
Doves	Funerals	and	Insurance,	trailing	behind.
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Activity	1.1

Using	the	information	in	the	mini	case	study	below,	you	should	be	able	to	identify	the	
competition	Doves	Funerals	and	Insurance	is	facing.

Doves	Funerals	and	Insurance	was	established	in	1883	and	has	150	branches	nationwide.	
The	reputation	and	history	of	the	organisation	has	kept	it	going	over	the	years,	but	with	
the	ever-changing	business	environment,	more	competitors	have	entered	the	industry.	
This	is	the	result	of	the	industry	not	being	regulated	and	therefore	allowing	easy	access	
to	the	market.

By	identifying	its	direct	and	indirect	competitors,	how	could	Doves	Funerals	and	Insurance	
capture	the	large	market	share	it	possessed	prior	to	1994?

2Feedback

When	you	complete	this	activity	you	will	notice	that	the	funeral	industry	has	grown	rapidly	
since	1994.	Prior	to	1994,	there	were	only	two	major	players	in	the	industry,	AVBOB	and	
Doves	Funerals	and	Insurance.	Other	big	players	such	Martins,	21st	Century	and	B3	have	since	
emerged	in	the	market.	Doves	Funerals	and	Insurance	changed	its	name	from	SAFFAS,	Jones	
&	Rice	and	Goodall	&	Williams	in	different	regions.	It	is	interesting	to	note	how	businesspeople	
have	realised	the	opportunity	to	make	money	out	of	death.	There	is	no	doubt	that	funeral	
organisations	cannot	survive	on	funerals	only,	which	has	been	one	of	the	weaknesses	of	Doves	
Funerals	and	Insurance.

2.1.2	 The	microenvironment
The	internal	environment	of	the	business	is	referred	to	as	the	microenvironment	over	
which	management	have	full	control.	In	this	environment,	for	example,	the	business	can	
build	a	strong	workforce	to	achieve	its	goals	and	objectives.	Continuous	staff	training	
and	development	are	necessary	for	a	business’s	existence.

This	environment	deals	with	the	mission	and	goals	of	the	organisation,	organisation	and	
management,	organisational	structure	and	the	resources	of	the	organisation.	The	mission	
statement	distinguishes	the	organisation	from	other	similar	organisations.	An	effective	
mission	statement	must	reveal	who	the	organisation	wishes	to	serve.	The	mission	statement	
is	also	the	foundation	for	strategies,	plans	and	priorities	and	should	be	regularly	reviewed.	
An	effective	mission	statement	should	mention	the	following:

•	 concern	for	employees
•	 the	technological	advancement	of	the	organisation
•	 details	of	the	products	or	services	offered
•	 awareness	of	the	organisation’s	public	image
•	 the	organisation’s	philosophy
•	 concern	for	survival	and	growth
•	 markets
•	 customers
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All	functional	departments	have	an	influence	on	marketing	decisions.	It	is	essential	for	
the	organisation’s	departments	to	work	in	synergy.

2.1.3	 The	macroenvironment
This	is	the	most	difficult	environment	for	business	because	an	organisation	has	no	control	
or	influence	on	it.	Variables	in	this	environment	are	political,	technological,	sociocultural,	
economic,	international	and	physical	factors.	You	need	to	understand	these	variables	
and	be	able	to	apply	them	in	a	practical	situation.	Management	must	continually	analyse	
this	environment.	“The	focus	of	this	environmental	scanning	process	is	the	external	
environment	–	the	variable	and	forces	outside	the	firm	that	can	impact	on	its	marketing	
decisionmaking	and	eventual	success”	(Lamb,	Hair,	McDaniel,	Boshoff	&	Terblanche	
2004:38).

Economic	factors	such	as	a	recession,	interest	rates,	inflation,	unemployment,	consumer	
income,	monetary	policy,	exchange	rates	and	the	business	cycle	change	constantly.	During	
the	recession,	many	organisations	had	to	shut	down	and	even	though	the	worst	is	over,	
the	effect	is	still	being	felt	by	the	business	community.	As	the	repo	rate	decreases	the	
buying	patterns	of	consumers	change	to	the	advantage	of	businesses.	There	has	been	a	
call	for	the	weakening	of	the	rand	by	the	business	community	so	as	not	to	make	South	
Africa	an	unsuitable	business	partner.

Technological	advancement	has	made	the	world	easily	accessible	and	smaller.	First	National	
Bank	(FNB)	has	been	highly	innovative	in	its	operations	by	offering	consumers	much	
needed	services	through	the	internet	and	cell	phone	banking.	FNB	is	a	leader	among	its	
peers	in	the	banking	industry	with	its	recent	announcement	to	make	PayPal	available	in	
South	Africa.	This	will	facilitate	both	national	and	international	trade.	

Bear	in	mind	that	changes	in	society	and	culture	impact	on	an	organisation.	Language,	
values,	faith,	laws,	expectations	and	customs	determine	the	consumer	behaviour.	Culture	
is	based	on	nationality,	religion,	population	group	or	geographic	area	and	each	of	these	
will	affect	the	environment.	Demographic	trends	also	influence	consumer	behaviour.	
Demographics		include	the	age,	gender,	income,	education,	occupation	and	marital	status	
of	an	individual.	You	should	be	able	to	explain	how	demographics	affect	the	decisions	
made	in	a	business.	

The	physical	environment	has	to	do	with	the	natural	resources	a	business	uses	in	its	
operations.	These	include	water,	fuel	and	the	land	on	which	the	business	operates	
Limitations	on	natural	resources	can	affect	a	business	negatively.	The	globilisation	of	the	
business	world	also	affects	individual	businesses.	The	international	environment	is	more	
complex	because	every	country	has	its	own	unique	environmental	factors,	technology,	
culture,	laws,	politics,	markets	and	competitiveness.	International	organisations	are	
more	exposed	to	international	currents.	Nevertheless,	any	organisation	with	a	website	
is	exposed	to	the	international	market.

The	political	and	legal	environment	can	have	an	impact	on	a	business.	The	government	
makes	rules	and	regulations	to	govern	each	industry	in	the	country.	The	funeral	industry	
in	South	Africa,	for	instance,	is	currently	not	regulated.	The	government’s	involvement	
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in	an	industry	has	a	vital	impact.	Regulation	of	the	business	world	encourages	good	
and	fair	business	practices.	The	tobacco	industry,	for	instance,	has	been	influenced	by	
a	regulation	that	restricts	the	advertising	of	its	products.	Politics	also	play	a	key	role	in	
the	marketing	environment.	During	the	apartheid	era,	South	Africa	did	not	have	many	
international	investors	that	were	interested	in	investing	in	the	country.	Zimbabwe	has	
recently	experienced	political	unrest	that	has	resulted	in	countries	such	as	the	UK	and	
the	USA	imposing	economic	sanctions	on	it.

You	should	be	aware	of	the	interrelationship	between	the	macroenvironmental	variables	
and	the	practical	business	situation.	Each	and	every	organisation	is	affected	by	the	
macroenvironmental	variables.

2.2	 SWoT	ANAlYSIS

(Study	this	section	in	the	prescribed	book.)

“Environmental	scanning	ought	to	be	an	on-going,	rolling	process	with	varying	time	
frames,	such	as	one-year,	three-year,	five-year,	10-year	and	20-year	periods”	(Lamb	et	al	
2004:39).		Environmental	scanning	enables	managers	to	identify	internal	strengths	and	
weaknesses	and	external	opportunities	and	threats	(SWOT	analysis).

The	environment	can	be	analysed	by	keeping	abreast	of	the	occurrences	in	the	business	
environment.	Gathering	information	from	internal	and	external	sources	will	provide	
marketing	management	with	the	information	necessary	to	set	goals	and	objectives	
and	counter	potential	threats	facing	the	organisation.	You	should	be	able	to	identify	all	
instruments/tools	that	can	be	used	to	scan	the	marketing	environment	and	discuss	the	
importance	of	environmental	scanning.	Bear	in	mind	that	the	acronym,	SWOT,	stands	
for	strengths,	weaknesses,	opportunities	and	threats.	SW	applies	to	internal	and	OT	to	
external	elements.

Businesses	can	use	a	SWOT	analysis	to	survive	the	turbulent	business	environment.	
A	weakness	can	be	turned	into	a	strength	and	a	threat	into	an	opportunity.	Hollard	
Insurance,	for	example,	launched	R50	000	funeral	cover	policy	with	attractive	benefits	
such	as	offering	a	courtesy	car	to	clients	in	times	of	need.	This	is	an	example	of	a	threat	
that	a	competitor	turned	into	an	opportunity.	Not	everyone	has	a	driver’s	licence.	Cell	C’s	
“CEO	campaign”	has	the	potential	of	being	a	threat	to	other	network	service	providers.	
The	company	emphasises	relationship	marketing	which	puts	the	consumer	first.	Most	
organisations	have	still	not	fully	explored	and	taken	advantage	of	that	aspect	of	the	
business	environment.

Activity	1.2

Do	the	following	exercise	and	compare	your	answer	with	the	information	in	the	prescribed	
book.

Look	for	an	example	of	a	South	African	SME,		and	observe	its	current	situation	after	the	
credit	crunch	brought	the	business	world	to	its	knees.	Illustrate	how	the	enterprise	is	
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managing	through	the	turbulent	business	environment.	State	whether	the	enterprise	has	
recognised	the	strenghths	and	opportunities	presented	to	it.	Show	how	weaknesses	and	
threats	can	be	used	to	the	organisation’s	competitive	advantage.	Make	recommendations	
where	you	feel	there	is	need	for	improvement.

3Feedback

In	your	assessment	you	would	have	observed	the	following:

It	is	important	for	any	business	to	establish	the	strengths,	weaknesses,	opportunities	and	threats	
it	is	exposed	to.	A	SWOT	analysis	will	help	the	organisation	to	prepare	for	any	uncontrollable	
variables	in	the	business	environment.	

By	continually	scanning	the	environment,	most	organisations	have	managed	to	survive	the	
recent	credit	crunch.	

You	should	have	seen	whether	the	enterprise	you	chose	as	example	was	able	to	set	goals	and	
objectives	aimed	at	countering	any	potential	threats.	Any	organisation	that	has	not	been	able	
to	survive	the	recession	would	have	failed	to	analyse	the	business	environment.

2.3	 SelF-ASSeSSmeNT	qUeSTIoNS
The	following	questions	are		examples	of	what	you	can	expect	in	the	examination.	Work	
through	them	carefully	and	compare	your	answers	to	the	feedback	in	the	prescribed	book.

(1)	 	Discuss	 the	 external	 marketing	 environment	 and	 the	 impact	 it	 has	 on	 an	
organisation.

(2)	 Discuss	the	internal	marketing	environment.
(3)	 Discuss	the	purpose	of	environmental	scanning.
(4)	 Explain	the	nature	of	opportunities	and	threats.
(5)	 Discuss	the	importance	of	identifying	opportunities	and	threats.
(6)	 	Apply	 the	 components	 of	 the	 marketing	 environment	 to	 a	 South	 African	

organisation	and	identify	the	organisation’s	strengths	and	weaknesses	and	
the	opportunities	and	threats	facing	it.	Scan	the	environment	the	organisation	
operates	in	and	formulate	a	marketing	strategy	and	objectives	for	the	organisation.

2.4	 ReFlecTIoN
Before	tackling	the	next	study	unit,	reflect	on	the	following	questions:

(1)	 	Where	in	your	professional	life	do	you	think	you	would	be	able	to	use	the	skills	you	
acquired	in	this	study	unit?

(2)	 	What	did	you	find	difficult?		Why	do	you	think	you	found	it	difficult?		Do	you	understand	
it	now	or	do	you	need	more	help?		What	are	you	going	to	do	about	it?

(3)	 What	did	you	find	interesting	in	this	study	unit?		Why?
(4)	 	How	long	did	you	take	to	work	through	this	study	unit?		Are	you	still	on	schedule	or	

do	you	need	to	adjust	your	study	programme?
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2.5	 coNclUSIoN
In	this	study	unit	we	looked	at	the	marketing	environment	the	business	
world	operates	in.	The	world	has	become	a	global	village	with	business	
transactions	 being	 done	 electronically,	 which	 speeds	 up	 the	 whole	
process.	The	micro-,	macro-	and	market	environments	form	part	of	the	
marketing	environment.	Factors	in	the	environment	place	restrictions	on	the	
operations	of	an	organisation	and	marketing	management	must	be	aware	
of	such	challenges.	The	internal	and	external	factors	of	a	business	must	be	
continuously	monitored	and	altered	to	enable	it	to	keep	up	with	the	ever-
changing	business	environment.	Environmental	scanning	is	essential	in	any	
organisation.	Identifying	the	strengths,	weaknesses,	opportunities	and	threats	
faced	by	any	organisation	is	paramount.	Marketing	research	and	methods	to	
analyse	the	environment,	will	be	discussed	in	study	unit	5.

In	conclusion,	any	business	needs	to	know	what	it	is,	who	its	market	is,	who	its	competitors	
are,	what	aff	ects	it	in	its	business	surroundings	and	what	opportunities	there	are	for	
growth.	In	study	unit	3,	we	look	at	consumer	behaviour	as	an	element	in	the	marketing	
environment.
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ToPIc	2

consumer	knowledge

AIm

The	aim	of	this	topic	is	to	introduce	you	to	the	concept	of	consumer	knowledge	and	how	
it	is	gathered	through	marketing	research.	One	of	the	primary	functions	of	marketing	is	
to	satisfy	the	needs	of	customers.	Part	of	the	aim	of	this	topic	is	therefore	to	acquaint	you	
with	the	behaviour	of	consumers	in	an	effort	to	understand	their	purchasing	behaviour.	
A	secondary	aim	is	therefore	to	develop	an	understanding	of	the	factors	influencing	
consumer	behaviour,	namely	individual	and	group	factors	and	how	a	marketer	can	retain	
customers	by	delivering	value.	Another	secondary	aim	is	to	acquaint	you	with	the	ways	
in	which	marketing	information	can	be	gathered

LEArninG�outcoMES
After	studying	this	topic,	you	should	be	able	to

•	 explain	the	internal	and	external	factors	that	influence	consumer	behaviour
•	 explain	the	different	types	of	consumer	decisionmaking
•	 describe	the	adoption	process	of	new	products	by	the	consumer
•	 explain	the	meaning	and	role	of	the	marketing	information	system
•	 illustrate	in	a	practical	way	the	steps	in	the	marketing	research	process
•	 explain	the	meaning	of	the	research	problem,	the	research	objectives	and	the	research	

design,	emphasising	the	correlation	between	these	components
•	 describe	the	meaning	of	the	value	proposition,	customer	value	and	customer	satisfaction
•	 describe	the	importance	of	and	ways	to	enhance	customer	retention
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STUDY	UNIT	3

CONSUMER	BEHAVIOUR

INTRoDUcTIoN
Consumer	behaviour	is	a	vital	factor	in	the	marketing	environment.	If	a	business	knows	
what	consumers	want,	why	they	want	it	and	how	they	plan	to	acquire,,	it	can	produce	a	
product	that	will	satisfy	their	needs.	Unfortunately,	it	is	not	that	easy,	because	consumers	
are	influenced	by	various	internal	and	external	factors.	These	factors	may	include	the	
consumers’	attitude	towards	the	product,	their	income	and	even	their	culture.	Therefore	
marketing	managers	should	regularly	conduct	market	research	to	keep	in	touch	with	
what	their	customers	want	in	order	to	have	a	sustainable	profitable	business.

Take	the	example	of	Sipho	in	the	prescribed	book.	Although	he	is	the	father	in	the	family,	
he	is	influenced	by	everyone	in	his	family	when	making	buying	decisions.	Another	factor	
that	could	have	influenced	his	buying	decisions	is	his	negative	attitude	towards	the	
Pick	n	Pay	in	the	Maponya	Centre.	He	may	have	bought	a	pair	of	shoes	in	their	clothing	
department	that	wore	through	within	two	weeks,	which	caused	him	to	have	a	negative	
attitude	towards	the	store.	Because	of	this	experience,	he	formed	the	perception	that	all	
clothes	bought	at	that	store	was	of	poor	quality.	It	will	take	consistent,	positive	marketing	
efforts	to	change	Sipho’s	attitude	and	perception	towards	that	particular	Pick	n	Pay	store.

Can	you	see	you	consumer	behaviour	is	not	as	straightforward	as	seeing	an	advertisement	
and	buying	the	product?	The	customer	goes	through	a	whole	process	before	he	or	she	
finally	decides	to	buy	a	product.

		

Need	recognition	and	
problem	awareness

Information	search

Evaluation	of	
alternatives

Purchase

Post-purchase	
evaluation
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GeTTING	AN	oVeRVIeW
This	study	unit	will	discuss	the	internal	and	group	factors	that	influence	a	customer’s	
buying	decisions.	Internal	factors	such	as	motivation,	perception,	learning	ability,	attitudes,	
personality	and	lifestyle	will	be	discussed.	We	will	then	look	at	the	way	in	which	group	
or	external	factors	influence	a	customer’s	buying	decisions.	Group	factors	include	the	
family,	social	class,	culture	and	reference	groups.

We	then	move	on	to	an	explanation	of	the	stages	in	the	consumer	decision-making	
process.	This	process	will	give	you	insight	into	how	customers	move	from	the	stage	in	
which	they	realise	that	they	need	something,	say,	food,	to	the	stage	in	which	they	make	
the	purchase	decision	and	evaluate	whether	they	made	the	right	choice.

Lastly,	we	will	look	at	the	adoption	of	new	products.	New	products	are	totally	new	
innovations	that	are	launched.	An	example	of	such	a	product	is	the	microwave	oven.	
Some	customers	adopted	the	product	quickly,	while	others	took	ages	to	adjust	to	the	
new	technology.	We	will	also	discuss	the	five	stages	customers	go	through	when	deciding	
whether	or	not	to	buy	a	new	product.
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The	study	unit	unfolds	as	follows:

3.1	 INDIVIDUAl	FAcToRS

(Study	this	section	in	the	prescribed	book.)

People	tend	to	buy	things	for	different	reasons.	These	reasons	differ	because	each	
individual	is	unique.	You	could	also	say	that	each	person	is	made	up	of	his	or	her	own	
set	of	individual	factors.	Individual	factors	are	concepts	such	as	an	individual’s		needs	
and	personality,	learning	ability,	attitude	towards	surroundings	and	motives.	The	most	
important	individual	factor	is	what	people	need	and	why	they	need	it.

The	prescribed	book	mentions	that	needs	are	the	basis	of	modern	marketing.	This	
is	because	if	we	do	not	know	what	consumers	want,	we	will	not	be	able	to	produce	
products	that	will	satisfy	their	needs,	in	particular,	satisfying	theirs	needs	better	than	the	
competitors	are	able	to.

Individual	factors	are	extremely	difficult	to	measure.	Marketers	can	see	how	people	
responded	to	their	marketing	message,	by	looking	at	their	sales	figures,	but	they	do	not	
know	why.	Individual	factors	can	be	broken	down	into	concepts,	such	as	motivation,	
attitudes,	perception,	learning	ability	and	personality.	These	factors	help	marketing	
managers	to	understand	what	their	customers	want,	and	how	to	communicate	their	
message	in	such	a	way	to	appeal	to	their	market.

These	concepts	will	all	be	discussed	below.

Consumer	behaviour Individual	factors

Group	factors

Adoption	of	new	products

Customer	decisonmaking
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3.1.1	 motivation
Motivation	is	what	moves	people	to	action.	And	as	you	have	seen	from	the	definition	of	
motivation	in	the	prescribed	book,	a	person	will	be	motivated	to	do	something	when	he	
or	she	recognises	an	imbalance	somewhere.	This	imbalance	could	be	anything	from	being	
hungry	and	wanting	food,	or	working	for	a	company	in	which	all	the	female	employees	
wear	trouser	suits	and	you	do	not	have	a	trouser	suit,	which	makes	you	stand	out.

Motivation	can	be	classified	in	various	ways,	but	we	will	discuss	two	ways	here,	namely	
Maslow’s	hierarchy	of	needs	and	the	economic	and	emotional	classification.	These	
classifications	help	marketers	to	understand	why	people	act	in	a	certain	way	and	they	
can	thus	direct	their	marketing	messages	accordingly.

Study	the	following	hypothetical	example:	Lipton	Ice	Tea	did	a	study	to	determine	why	
sales	where	declining	in	its	lucrative	Peach	Ice	Tea	range.	The	study	concluded	that	the	
female	participants	in	the	study	felt	that	there	was	too	much	sugar	in	the	drink,	and	
therefore	preferred	to	buy	alternative	drinks	such	as	Coca	Cola	Light.	To	explain	the	
theory:	The	ladies	recognised	an	imbalance,	they	were	thirsty,	and	moved	to	action	to	
buy	a	cooldrink.	When	they	wanted	to	find	out	more	about	Lipton	Ice	Tea,	they	found	
that	the	sugar	content	was	too	high	and	thus	decided	find	a	cooldrink	that	would	better	
satisfy	their	need	for	a	low-calorie	thirst	quencher.

This	could	be	the	reason	why	Lipton	decided	to	introduce	the	healthier	alternative	to	the	
Peach	Ice	Tea	called	Peach	Light	and	also	introduced	two	new	flavours,	namely	Raspberry	
and	Green	Tea.	The	company	thus	markets	its	products	in	such	a	way	that	they	appeal	to	
customers	who	are	more	health	conscious	and	aware	of	their	sugar	intake.	See	Lipton’s	
website:	http://www.liptonicetea.co.za.

3.1.1.1	 Maslow’s	hierarchy	of	needs

Maslow’s	hierarchy	of	needs	shows	that	individuals	have	somewhat	universal	needs.	This	
enables	marketers	to	focus	their	advertising	on	the	right	group	through	the	right	medium.

(1)	 	Physiological	needs.	Marketers	know	that	when	people	leave	work	late	in	the	afternoon,	
they	are	usually	tired	and	thirsty.	That	is	why,	in	order	to	catch	consumers’	attention,	
marketers	often	place	advertisements	of	cold	alcoholic	beverages	on	billboards	on	
roads	leading	out	of	the	cities.
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(2)	 	Safety	needs.	This	does	not	necessarily	only	mean	physical	safety,	but	also	emotional	
security.	 Examples	 of	 companies	 that	 supply	 products	 relating	 to	 safety	 are	
Outsurance,	Trelidoor,	Aquanet	(pool	safety	nets)	and	Jaguar	locks.	Hospitals	and	
certain	government	services	also	fall	into	this	category.

(3)	 	Affiliation	needs.	The	need	to	belong	is	portrayed	in	many	advertisements.	For	example,	
alcoholic	beverage	advertisements	sometimes	show	groups	of	people	enjoying	a	
particular	beverage	on	a	boat	at	sea.	This	shows	that	only	the	select	few	who	drink	
that	beverage	would	be	included	in	that	kind	of	boating	excursion.

(4)	 	Esteem	needs.	These	needs	relate	to	buying	luxury	products	that	boost	one’s	self-
esteem.	Examples	would	be	Mercedes	Benz	and	Lexus,	Top	Billing	(the	TV	show),	
Wetherlys	furniture,	Marion	&	Lindie	and	Polo	stores.

(5)	 	Self-actualisation	needs.	Awards	such	as	the	Oscars	and	the	Nobel	Peace	Prize,	owning	
an	empire	like	that	of	Richard	Branson	or	being	selected	to	play	on	the	PGA	golf	
circuit	or	at	Wimbledon,	would	satisfy	a	person’s	self-actualisation	needs.

3.1.1.2	 Economic	and	emotional	classification	of	needs

As	indicated	in	table	3.2	in	the	prescribed	book,	customers	rarely	base	their	buying	
decisions	on	emotional	needs	only;	economic	needs	also	come	into	play.	For	example,	
Toyota	has	recently	launched	the	new	Yaris	Zen.	This	car	is	manufactured	more	cheaply	
and	therefore	costs	less	than	the	initial	Yaris	series.	This	has	enabled	Toyota	to	attain	a	
larger	share	of	the	market	for	relatively	inexpensive	city	cars.	Some	consumers	would	base	
their	motive	for	buying	the	car	on	the	fact	that	the	car	is	durable	(well	manufactured),	
fuel	economical,	reliable	and	value	for	money.	Others	would	base	their	motive	on	the	fact	
that	the	car	comes	with	a	five-year	service	plan.	Others	again	would	say	they	want	the	
car	purely	because	it	comes	with	various	designed	“tattoos”,	which	make	the	car	funky	
and	modern.	It	is	safe	to	say	that	the	customer	would	probably	look	at	all	the	features	the	
car	has	to	offer,	but	base	his	or	her	final	decision	on	either	one	or	two	priority	motives.

Source:	http://www.toyota.co.za/VehicleRangeChoose.aspx
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3.1.2	 Perception
As	indicated	in	the	definition	of	perception	in	the	prescribed	book,	people	use	stimuli	
from	the	outside	world	to	form	their	own	picture	and	understanding	of	the	world	
around	them.	For	example,	your	grandmother	may	have	always	bought	a	certain	brand	
of	fabric	softener,	because	she	believed	that	it	was	the	best	product	on	the	market.	This	
perception	could	have	been	formed	on	the	strength	of	years	of	use,	or	that	she	had	seen	
the	marketing	message	and	believed	it	to	such	an	extent	that	in	her	eyes,	the	product	
would	never	disappoint	her.	She	could	have	heard	from	a	friend	that	it	was	the	best	
product	to	use.	Over	the	years,	you	have	come	to	associate	that	brand	of	fabric	softener	
with	your	grandmother	and	whenever	you	smell	it,	you	think	of	her.	So,	now	that	you	
run	your	own	household,	you	use	that	specific	brand,	not	only	because	it	reminds	you	
of	your	gran,	but	also	because	she	believed	in	the	quality	of	the	product.

Hence	each	person’s	perception	of	reality	is	different	because	of	the	way	he	or	she	grew	
up	and	things	that	made	an	indelible	impression	on	him	or	her.	The	perception	process	
gives	marketers	insight	into	what	influences	consumers	to	buy	certain	products,	as	
highlighted	below.

•	 Exposure.		Companies	make	use	of	an	extensive	marketing	communication	mix	comprising	
TV,	radio,	cinema,	billboards,	magazines,	newspapers,	leaflets,	sales	promotion	and	
e-communications.	It	is	essential	for	the	company	to	choose	the	perfect	mix	of	media	
in	order	to	convey	its	message	and	ensure	that	its	customers	are	exposed	to	it	on	a	
regular	basis.	Bear	in	mind	that	some	customers	are	not	always	exposed	to	certain	
marketing	messages.	This	is	referred	to	as	selective	exposure.	See	the	example	of	
selective	exposure	in	the	prescribed	book.

•	 Attention.	The	talking	dog	in	the	Toyota	advertisements	is	an	example	of	a	ploy	to	try	
to	overcome	the	consumer’s	selective	attention.	Most	customers	adore	the	dog	and	
therefore	tend	to	watch	the	advertisement	whenever	it	is	shown.		Another	example	
is	the	new	Maggi	Two-minute	Noodles	billboard	advertisement,	which	tries	to	attract	
the	attention	of	drivers	by	hanging	(from	the	billboard)	pipes	resembling	noodles.

•	 Interpretation.	Symbols	are	used	to	help	customers	interpret	their	marketing	messages	
correctly.	Companies	such	as	Specsavers	and	Torga	Optical	make	use	of	glasses	in	their	
logos,	Twitter	has	a	bird	in	its	logo	and	Wimpy	uses	a	burger.

•	 Recall	(memory).	Have	you	ever	watched	an	excellent	advertisement	on	television	but	
could	not	remember	which	company	it	was?	This	is	why	companies	also	make	use	of	
theme	songs	or	specific	characters,	to	ensure	that	whether	you	hear	it	on	the	radio	
or	see	it	on	television,	you	will	always	know	it	is	the	same	company.	An	example	of	
this	is	J&B	whisky.
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3.1.3	 learning	ability

(Study	this	section	in	the	prescribed	book.)

Learning	in	the	marketing	context	relates	to	the	way	in	which	a	customer	responds	to	a	
marketing	message.	The	ideal	outcome	would	be	for	customers	to	change	their	behaviour	
towards	what	the	marketing	message	tries	to	convey.	For	example,	Shoprite	Checkers	
has	recently	started	a	campaign	to	encourage	customers	to	change	to	Checkers.	The	
company	tries	to	lure	customers	by	charging	cheaper	prices	than	other	retailers	and	
off	ering	additional	services	such	as	banking,	insurance,	Computicket	sales	and	home	
loans.	The	immediate	or	expected	outcome	would	therefore	be	that	more	customers	
shop	at	Shoprite,	but	this	will	depend	on	the	speed	and	extent	of	the	learning	ability	of	
the	South	African	market.

Source:	www.shoprite.co.za

Learning	involves	four	elements,	namely	stimulus,	response,	reinforcement	and	repetition.

3.1.3.1	 Stimulus

Stimulus	has	to	do	with	being	brought	into	contact	with	something	and	continued	learning	
about	this	subject	will	depend	on	the	person’s	motivation	or	stimulus	to	do	so.	Say,	you	
are	a	fan	of	the	singer,	Rhianna,	and	you	see	an	advertisement	of	her	latest	album	soon	
to	be	released	in	South	Africa.	The	advertisement	states	that	more	information	on	the	
date	on	which	the	album	will	be	released	will	appear	on	a	certain	website.	As	a	fan	of	
Rhianna,	therefore,	you	have	received	a	stimulus	(the	advertisement)	and	your	desire	to	
learn	more	about	the	album	is	triggered	by	the	fact	that	you	love	her	music.	This	means	
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that	you	would	probably	immediately	start	your	search	for	more	information.	The	more	
excited	you	are	about	her	music,	the	more	quickly	you	will	learn.

3.1.3.2	 Response

In	the	past,	people	had	the	perception	that	house	brands,	such	as	those	of	Spar	or	Pick	
n	Pay,	were		inferior		to	the	recognised	brands.	Woolworths	is	an		example	of	a	company	
that	has	successfully	changed	people’s	perceptions	about	house	brands.	With	consistently	
top-quality	products	and	advertisements	to	complement	the	products,	Woolworths	has	
given	its	house	brand	excellent	quality	in	the	minds	of	consumers.	This	has	been	successful	
to	the	extent	that	customers	are	prepared	to	pay	more	for	Woolworths	products	because	
they	know	how	good	they	are.

3.1.3.3	 Reinforcement

As	indicated	in	the	example	in	the	prescribed	book,	positive	reinforcement	happens	
when	a	person	has	experienced	an	excellent	service	or	product	and	is	likely	to	buy	that	
product	again	or	return	to	the	service	provider	(say,	a	certain	restaurant).	By	contrast,	
if	a	person	has	a	negative	experience	of	a	product	or	service,	he	or	she	is	unlikely	to	
repeat	that	experience.	This	is	referred	to	as	negative	reinforcement.	To	promote	positive	
reinforcement,	companies	make	use	of	free	samples	or	discounts	to	ensure	that	clients	
return.

3.1.3.4	 Repetition

Practice	makes	perfect.	In	the	marketing	environment,	marketers	use	this	“theory”	by	
using	a	combination	of	television,	print	media	or	radio	to	ensure	that	the	customer	will	
hear	their	message	as	many	times	as	possible.	This	will	ensure	that	customers	remember	
this	message	when	they	need	that	specific	product	or	service.	Advertisements	are	also	
tailored	to	attract	the	attention	of	a	specific	target	market	that	would	probably	use	the	
product	or	service.	Hence	careful	consideration	should	be	given	to	what	media	(and	
specifically	which	magazine	or	television	channel)	to	use	in	the	marketing	campaign.

3.1.4	 Attitudes

3.1.4.1	 The	nature	of	attitudes

From	the	definition	of	attitudes	you	can	conclude	that	your	attitude	towards	a	product	
or	service	may	be	the	result	of	a	learned	predisposition.	This	means	that	you	may	have,	
for	example,	tried	the	product	and	you	were	disappointed	or	you	heard	from	a	friend	
that	the	service	at	a	particular	restaurant	is	poor.	You	may	therefore	have	a	negative	or	
positive	attitude	towards	a	product	or	service.	Marketers	use	their	marketing	efforts	to	
try	to	either	reinforce	positive	attitudes	or	change	negative	ones.	
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3.1.4.2	 Components	of	attitudes

Three	components	of	attributes	are	identified	to	help	marketers	understand	the	concept	
of	consumer	attitudes.	These	components	are	cognitive,	affective	and	behavioural,	and	
are	discussed	below:

(1)	 	Cognitive	component.		As	indicated	in	the	prescribed	book,	the	cognitive	component	
not	only	comprises	a	person’s	knowledge	and	perception	about	a	product	but	also	
his	or	her	beliefs.	Even	if	the	customer’s	beliefs	are	wrong,	they	only	need	to	exist.	
This	means	that	marketers	can	even	use	incorrect	perceptions	and	beliefs	about	their	
product	as	a	strategic	method	to	increase	sales.	To	elaborate	on	the	example	in	the	
prescribed	book:	The	consumer	may	believe	that	Coca	Cola	has	a	large	amount	of	
caffeine	in	it,	and	also	that	it	is	the	only	soft	drink	that	contains	caffeine.	The	brand	
manager	of	a	competing	brand	might	know	for	a	fact	that	all	soft	drinks	contain	a	
certain	amount	of	caffeine,	but	from	a	strategic	point	of	view,	this	is	not	how	the	
consumer	perceives	the	situation.

(2)	 	Affective	component.		It	is	clear	from	the	above	discussion	that	the	cognitive	component	
deals	with	knowledge	and	perception	–	in	other	words,	more	conscious	and	factual	
information.	 The	 affective	 component	 deals	 with	 emotional	 and	 unconscious	
information.	This	implies	that	the	customer	may	have	a	feeling	or	attitude	towards	a	
specific	product	based	on	emotional	information.	A	statement	that	better	explains	
this	would	be:	“I	just	don’t	like	Milo,	because	they	use	a	boy	playing	soccer	on	the	
can.”	This	is	in	fact	based	on	an	emotional	dislike	of	the	packaging	rather	than	the	
actual	physical	taste	or	quality	of	the	product.

(3)	 	Behavioural	component.		The	behavioural	component	is	the	outcome	of	the	cognitive	
and	affective	components,	and	does	not	relate	to	whether	or	not	the	customer	will	buy	
a	certain	product.	Refer	back	to	the	previous	statement	about	Milo.	The	behavioural	
component	would	include	one	of	the	following	outcomes:	(a)	the	customer	buys	
the	product	despite	the	fact	that	she	does	not	like	the	packaging.	She		could	have	
been	persuaded	by	the	salesperson	or	tasted	the	product	at	a	friend’s	house.	(b)	The	
customer	does	not	buy	the	product	because	of	a	strong	negative	attitude	towards	
the	product	based	on	her	dislike	of	the	packaging	and	cognitive	reasons	such	as	the	
perception	that	if	she	drinks	Milo	she	will	put	on	weight.

3.1.4.3	 Attitude	change

To	change	a	consumer’s	attitude,	a	company	tries	to	reshape	the	way	he	or	she	thinks	
about	the	product	by	supplying	new	information	on	it.	After	reading	through	this	section,	
you	should	be	able	to	explain	how	to	change	the	attitudes	of	consumers	in	a	case	study.

(1)	 	Increase	or	change	the	strength	or	belief	rating.	LG,	for	example,	uses	the	slogan	“She	
loves	the	strong,	silent	type”,	for	its	new	mashing	machine.	This	indicates	that	LG	is	
emphasising	the	fact	that	its	washing	machines	are	durable	(strong)	and	have	the	
added	benefit	of	a	soft	(silent)	cycle.

(2)	 	Change	perceptions	of	the	importance	or	value	of	the	brand.	Listerine	mouth	wash	not	
only	removes	the	bacteria	in	one’s	mouth,	but	also	cleans	all	the	“hard	to	reach”	
places		(that	a	toothbrush	cannot	reach).
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(3)	 	Add	a	new	attribute.	Caltex	recently	started	advertising	that	by	adding	Techron,	its	
petrol	is	better	because	it	cleans	car	engines.

(4)	 	Change	the	perception	of	competing	brand.	Washing	powder	advertisements	usually	
show	a	particular	brand	competing	against	regular	washing	powders.

3.1.5	 Personality

(Study	this	section	in	the	prescribed	book.)

As	indicated	in	the	definition	of	personality	in	the	prescribed	book,	customers	have	inner	
characteristics	unique	to	them,	which	determine	how	they	respond	to	their	environment.	
Marketers,	however,	have	realised	that	certain	characteristics	are	universal	and	that	
they	can	segment	their	markets	accordingly.	They	have,	for	example,	defined	certain	
characteristics	and	added	behavioural	attributes	to	these	characteristics,	thus	forming	
target	markets.	Marketers	can	now	direct	specific	messages	to	a	target	market	that	appeals	
to	the	personality	of	that	specific	target	market.	

Two	characteristics	of	personality	can	be	identified:

(1)	 	Personality	reflects	individual	differences.	As	mentioned	above,	personality	enables	
marketers	 to	 categorise	 people	 into	 groups	 according	 to	 one	 or	 more	 similar	
characteristics.	Levi	jeans	has	compartmentalised	its	market	into	distinctive	sections	
by	manufacturing	jeans	for	different	personalities	such	as	the	501	jeans,	which	are	
worn	by	people	“who	appreciate	authenticity”.

(2)	 	Personality	is	consistent	and	enduring.	 It	is	accepted	that	personality	will	generally	
stay	the	same	throughout	a	customer’s	life	and	cannot	be	changed	to	buy	products	
that	do	not	fit	into	this	person’s	realm.	However,	personality	may	change	because	of	
a	major	event	such	as	the	birth	of	a	child	or	the	death	of	a	loved	one.	As	a	result,	a	
customer	may	look	at	his	or	her	environment	differently,	and	think	and	make	decisions	
differently	because	of	changed	circumstances.	
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3.1.5.1	 The	value	of	personality	to	marketers

The	prescribed	book	explains	that	some	companies	attach	a	symbolic	meaning	to	
products,	therefore	resulting	in	a	product	having	a	product	image.		The	alcoholic	drink,	
Chivas,	is	a	case	in	point.	The	product’s	slogan	is	“Live	with	chivalry”,	and	the	advertising	
campaign	depicts	men	who	live	according	to	higher	standards.	The	print	advertisements	
have	slogans	such	as	“To	camaraderie”,	“To	gallantry”,	“To	honour”	and	“To	freedom”.	This	
gives	the	brand	a	certain	image	that	men	who	drink	this	will	experience	all	of	these	states.	

Source:	www.chivas.com/en/INT/Campaigns/?type=press

3.1.6	 lifestyle
Lifestyle	is	the	way	in	which	customers	choose	to	live	their		 life.	This	includes	how	
they	spend	their	time	and	prioritise	their	spending	habits,	and	what	they	like	to	do.	As	
mentioned	in	the	prescribed	book,	values	also	play	a	role	in	a	consumer’s	consumption	
habits.	All	people	have	a	desired	lifestyle	they	would	like	to	live	and	they	associate	
certain	behaviours	with	that	lifestyle.	For	example,	Heineken	beer	recently	aired	a	TV	
advertisement	depicting	a	couple	inviting	friends	to	show	off	their	newly	renovated	
home.	The	woman	shows	her	friends	her	new	walk-in	cupboard,	while	the	man	shows	
his	pals	his	new	walk-in	fridge	full	of	Heineken	beer.	The	slogan	of	the	advertisement	
was	“It	can	only	be	Heineken”.	The	advertisement	plays	on	the	lifestyle	trend	of	people	
inviting	friends	over	to	their	new	house	with	expensive	furnishings	and	the	enjoyment	
of	drinking	lots	of	(Heineken)	beer.

Activity	3.1

Chevrolet	is	a	car	manufacturer	that	sells	cars	such	as	the	Spark,	Aveo	and	Captiva.	The	
Hot	New	Spark	has	recently	been	introduced	in	the	market	with	an	“innovative,	edgy	
design	which	generates	excitement	and	makes	it	the	perfect	accessory	for	a	city	lifestyle.”	
http://www.arnoldclark.com/chevrole/.	According	to	the	website,	CarPictures,	the	car	is	“as	
much	about	fun	and	fashion	as	it	is	about	functionality.	It	offers	style	and	all	the	latest	
in-car	entertainment	features	as	well	as	practicality,	low	consumption	and	low	emissions.	
And	it’s	great	value	for	money.”
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Source:	http://www.carpictures.com/Chevrolet/Spark-It-all-Begins-with-a-Spark-2010-
09KNB262607102

Individual	factors	such	as	needs,	personality	and	motives	are	used	when	deciding	to	buy	
a	car.	Explain	how	each	of	these	individual	factors	would	influence	a	consumer	when	
buying	a	car	such	as	the	Chevrolet	Spark.

4Feedback

Firstly,	before	buying	a	car	a	person	would	obviously	require	transportation–	hence	his	or	her	
need	to	buy	a	car.	The	first	individual	factor	to	be	satisfied	is	the	need	to	buy	a�car.	This	could	
be	any	car,	as	long	as	it	functions	properly.	The	second	factor	is	personality.	Each	person	has	
a	different	personality,	which	means	that	a	certain	image	would	appeal	to	one	person	more	
than	another.	Spark	is	trying	to	create	an	image	of	a	small,	modern	car	that	would	fit	perfectly	
into	the	life	of	a	city	dweller	with	a		fun	personality	–	someone	with	a	“spark	for	life”.		The	third	
factor	is	motivation.	Each	person	is	motivated	by	different	reasons	for	buying	products.	This	
could	be	that	the	customer	wishes	to	have	a	certain	social	standing	among	his	or	her	friends,	
or	that	the	customer	needs	a	car	with	a	low	fuel	consumption	because	she	has	to	commute	
between	Pretoria	and	Johannesburg	every	day.

We	have	now	finished	our	discussion	of	individual	factors.	The	next	section	focuses	on	
how	group	factors	such	as	family,	culture	and	social	class	affect	consumer	behaviour.

3.2		 GRoUP	FAcToRS	INFlUeNcING	coNSUmeR	beHAVIoUR

(Study	this	section	in	the	prescribed	book.)

Group	factors	relate	to	the	fact	that	people	are	surrounded	and	influenced	by	other	people	
on	a	daily	basis.	People	can	be	influenced	to	buy	certain	products	because	they	are	part	
of	a	particular	cultural	group	or	social	class.	In	addition,	a	person's	buying	decisions	can	
be	influenced	by	his	or	her	family.

Group	factors	such	as	the	family,	cultural	groups,	social	class	and	reference	groups	will	
be	discussed	to	show	you	how	these	groups	influence	buying	decisions.
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3.2.1	 The	family
As	stated	in	the	prescribed	book,	there	are	two	levels	of	family	–	the	nuclear	and	the	
extended	family.	The	nuclear	family	comprises	the	father,	mother	and	children	living	
under	one	roof,	while	the	extended	family	includes	grandparents	or	other	relatives.	Make	
sure	that	you	can	explain	the	difference	between	the	two	levels.	The	whole	family	may	
be	involved	in	the	decision-making	process.	You	therefore	need	to	know	the	various	
roles	in	a	family.	(Note:	you	must	be	able	to	explain	family	roles	as	part	of	a	case	study.)

3.2.1.1	 Family	roles

(1)	 	The	initiator.	This	could	be	the	teenage	son	in	the	house	who	has	seen	an	advertisement	
of	the	new	Milo	cereal.	He	looks	up	information	on	the	website	and	learns	that	Milo	
is	a	wholegrain	cereal,	with	carbohydrates	and	vitamins.	He		then	tries	to	make	the	
person	responsible	for	purchasing	aware	of	the	new	product.

(2)	 	The	influencer.	This	could	be	the	younger	sister	who	hears	about	the	new	Milo	cereal	
from	her	brother	and	goes	to	her	dad	to	either	ask	for	it	directly,	or	hints	that	she	
would	like	to	eat	it	for	breakfast.

(3)	 	The	decisionmaker.	This	could	be	the	mother	or	father	who	makes	the	final	decision	
about	purchasing	the	Milo	cereal.

(4)	 	The	purchaser.	The	purchaser	in	the	family	could	be	forced	to	buy	the	Milo	cereal	
because	the	decisionmaker	said	so,	or	the	purchaser	could	be	part	of	the	decision-
making	process	and	assert	his	or	her	preferences.

(5)	 	The	user.	The	user	of	the	Milo	cereal	would	include	the	initiator,	who	is	the	brother	in	
the	above	example,	but	if	another	product	such	as	toothpaste	is	involved,	the	whole	
family	would	use	it.

Note	the	section	in	the	prescribed	book	that	mentions	that	most	marketing	messages	
are	directed	at	women,	but	that	there	are	indications	of	men	playing	an	increasingly	
important	role	in	decisionmaking.	Modern	children	are	knowledgeable	and	also	have	
an	influence	on	decisionmaking.

3.2.1.2	 Family	types

Families	are	classified	in	terms	of	the	dominant	member.	You	must	be	able	to	distinguish	
between	the	different	family	types	indicated	below.

•	 husband-dominant�families,	where	the	husband	decides	what	should	be	bought
•	 wife-dominant�families,	where	the	wife	dominates	the	purchasing	decisions
•	 syncratic	families,	where	decisions	are	usually	made	jointly	by	husband	and	wife	(with	

the	changing	role	of	women,	this	family	type	has	become	more	prominent)
•	 child-dominant	families,	where	children	have	a	strong	influence	on	family	decisions,	

especially	as	initiators

3.2.2	 The	cultural	group
Culture,	as	indicated	in	the	definition	in	the		prescribed	book,	is	a	set	of	beliefs,	values,	
attributes,	habits,	and	forms	of	behaviour	that	is	common	to	members	in	a	society,	and	
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has	been	passed	down	for	generations.	It	is	something	a	person	learns	through	years	of	
being	in	contact	with	it.	One		can	either	acquire	cultural	values	from	childhood,	by	living	
in	a	specific	cultural	society,	or	by	learning	from	other	people	by	spending	time	with	them.	

Note	that	the	culture	sets	for	behaviour	are	called	norms.	Do	not	confuse	values,	as	defined	
in	the	section	dealing	with	lifestyles,	and	norms.	Norms	are	rules	by	which	a	society	lives,	
whereas	values	relate	to	individual	or	family	lifestyle	choices.

Because	there	are	such	diverse	cultural	groups,	not	only	in	South	Africa,	but	throughout	
the	world,	marketers	must	pay	careful	attention	to	their	marketing	communications.	
They	should	take	into	account	the	fact	that	people	differ	not	only	on	the	basis	of	their	
cultural	values,	but	also	their	education	level,	religion	and	language.	Study	the	example	
in	the	prescribed	book	about	Pepsi’s	advertisement	in	Germany.	The	company	made	the	
mistake	of	translating	the	message	incorrectly,	with	dire	consequences.	Other	points	to	
look	out	for	are	the	way	colour	conveys	a	message.	Colours	have	different	meanings	in	
different	countries.	Red,	for	instance,	is	the	colour	of	good	fortune	in	China,	while	in	the	
Ivory	Coast	it	signifies	mourning	(Gouws	2004:114).

3.2.3	 Social	class
The	members	of	a	social	class	are	considered	equal	in	status,	and	they	regularly	socialise	
formally	and	informally	with	their	peers.	They	also	have	the	same	behavioural	patterns,	
are	probably	in	the	same	income	bracket	and	have	the	same	level	of	education.	These	
traits	have	a	direct	impact	on	consumers’	buying	behaviour.	For	example,	their	income	
would	determine	their	spending	power	and	their	friends	and	peers	in	the	same	social	
class	would	determine	the	standard	of	living.

Bear	in	mind	that	social	class	has	certain	marketing	implications,	such	as	types	of	behaviour	
Note	the	following:

(1)	 	Media	usage.	Educated	people	will	read	magazines	and	books	and	go	to	cinemas,	
whereas	less	educated	people	tend	to	watch	more	television.

(2)		 	Collection	of	information.	Lower	social	groups	collect	less	information	about	products	
in	order	to	make	purchase-related	decisions.

(3)	 Store	choice.	The	lower	social	groups	tend	to	buy	at	discount	stores.
(4)	 	Leisure	pursuits.	Higher	social	groups	tend	to	buy	products	that	show	they	are	part	

of	a	certain	social	class,	for	example,	buying	designer	clothing	or	expensive	cars	and	
belonging	to	certain	social	clubs.

3.2.4	 Reference	groups
Reference	groups	comprise	people	whom	another	person	would	aspire	to	become.	People	
even	change	their	behaviour	in	order	to	conform	to	the	norms	of	the	reference	group.	Try	
to	think	of	a	few	people	you	would	consider	as	reference	groups.	These	could	include	a	
group	of	friends	you	would	really	like	to	be	part	of,	such	as	a	professional	golf	or	tennis	
player.	The	following	four	types	of	reference	groups	have	been	identified:
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(1)	 	Membership	groups.	One	has	to	be	a	member	of	this	group	to	be	able	to	join,	for	
example,	joining	a	country	club.

(2)	 	Automatic	groups.	Age,	gender	and	occupation	automatically	place	a	person	in	certain	
groups.

(3)	 	Negative	groups.	These	are	groups	one	does	not	wish	to	be	associated	with,	say,	heavy	
drinkers	or	smokers.

(4)	 	Associative	groups.	This	would	a	group	you	would	like	to	be	associated	with,	say,	a	
higher	social	class	group	or	a	celebrity	you	admire.

Note	that	the	reference	person	can	also	be	regarded	as	an	opinion	leader.	An	opinion	
leader	may	be	a	person	one	looks	up	to.	He	or	she	does	not	necessarily	have	to	be	a	
celebrity.	The	next	section	deals	with	the	consumer	decision-making	process.

3.3	 THe	coNSUmeR	DecISIoN-mAKING	PRoceSS

(Study	this	section	in	the	prescribed	book.)

Thus	far	in	this	study	unit,	we	have	discussed	buyer	behaviour	and	what	influences	it.	We	
now	look	at	the	actual	process	of	a	customer	deciding	to	buy	a	certain	product.

The	following	three	types	of	decisionmaking	have	been	identified:

(1)	 	Real	decisionmaking.	This	involves	a	customer	searching	for	information	about	the	
product	in	order	to	make	the	best	decision.	This	would	probably	be	for	more	expensive	
products	such	as	a	car	or	house.

(2)	 	Impulse	decisionmaking.	This	occurs	when	one	buys	something	without	planning	
the	purchase	beforehand.	The	impulse	is	usually	stimulated	by	attractive	packaging	
or	advertising.	An	example	would	be	having	the	urge	to	buy	a	box	of	chocolates	
while	waiting	in	the	queue	to	pay,	and	seeing	the	display	of	beautifully	packaged	
chocolates	and	sweets.

(3)	 	Habitual	decisionmaking.	Habitual	means	doing	something	without	thinking	about	
it.	See	the	example	in	the	prescribed	book,	where	Mary	always	buys	Ricoffy	coffee	
without	even	considering	the	competitor’s	product.

Note	the	following	phases	in	the	consumer	decision-making	process:

(1)	 	Need	recognition.	This	involves	the	consumer	realising	that	he	or	she	needs	something.	
This	could	be	from	a	need	for,	say,	transport,	for	a	bigger	house	or	a	burger	to	satisfy	
one’s	hunger.

(2)	 	Search	for	information.	Information	can	be	collected	from	various	sources	both	internal	
and	external.	Internal	sources	are	one’s	memory	and	experiences,	and	external	
sources	are	advice	from	family	and	friends	or	marketing	resources	such	as	websites,	
magazines,	journals	and	television.

(3)	 	Evaluation.	After	searching	for	information,	the	consumer	realises		that	there	are	a	few	
alternatives.	He	or	she	will	now	evaluate	each	alternative	according	to	the	same	set	
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of	criteria.	As	you	can	see	in	the	example	in	the	prescribed	book	of	Johan	wanting	
to	buy	a	car,	the	criteria	could	be	cost,	performance,	quality,		ease	of	use,	durability	
and	colour.

(4)	 	Purchase	decision.	The	purchase	decision	is	made	when	the	best	alternative	has	been	
chosen.	In	this	phase,	the	customer	would	make	arrangements	for	the	purchase	
decision	to	be	concluded.	This	could	involve	the	customer	deciding	where	to	purchase	
the	product,	how	to	pay	for	it	and	how	to	transport	it	to	his	or	her	home.

(5)	 	Postpurchase	evaluation.	–	In	this	phase,	the	customers	evaluate	their	purchase	
decision.	They	will	decide	whether	or	not	they	have	made	the	correct	decision,	
that	is,	whether	the	product	lives	up	to	their	expectations.	Note	that	there	is	also	a	
condition	known	as	cognitive	dissonance	where	customers	wonder	whether	they	
have	made	the	correct	decision	even	if	there	is	nothing	wrong	with	the	product.

Make	sure	that	you	can	explain	the	theory	of	the	decision-making	process	and	give	
examples	as	part	of	a	case	study.	To	check	that	you	understand	the	theory	correctly,	try	
to	apply	the	five	decision-making	phases	the	next	time	you	have	to	make	a	purchase	
decision.

3.4	 ADoPTIoN	oF	NeW	PRoDUcTS

(Study	this	section	in	the	prescribed	book.)

The	adoption	process	involves	purchasing	a	product	that	is	completely	new	on	the	market.	
As	indicated	in	the	prescribed	book,	the	microwave	was	one	such	product.	Another	could	
be	the	cellphone,	television	and	even	the	new	social	networks,	Facebook	and	Twitter.	
Note	that	there	are	four	perceived	risks	when	adopting	a	new	product,	namely	financial,	
functional,	social	and	physical	risk.

Five	stages	are	involved	in	deciding	whether	to	buy	or	reject	a	new	product.	Do	not	
confuse	the	theory	of	consumer	decision-making	process	and	the	theory	set	out	below.	
The	five	stages	below	apply	specifically	to	the	adoption	or	rejection	of	a	new	product	in	
the	market.

The	five	stages	in	the	decision	to	purchase	or	reject	a	new	product	are	as	follows:

(1)	 	Awareness.	This	stage	involves	the	customer	coming	into	contact	with	the	new	
innovation.	This	could	be	the	result	of	seeing	a	television	advertisement	or	seeing	
sales	promoters	telling	people	about	the	product.	Note	that	the	customer	has	only	
seen	the	product,	has	not	yet	engaged	with	it	or	does	not	know	much	about	it.	An	
example	would	be	seeing	the	new	3D	LED	television	for	the	first	time.	The	consumer	
has	heard	about	it,	but	does	not	know	much	about	it.

(2)	 	Interest.	The	advertisement	or	sales	promoter	has	sparked	the	customer’s	interest	
and	he	tries	to	find	out	more	about	the	product.	He	would	probably	consider	criteria	
such	as	price,	distribution,	after-sales	service,	quality	and	comments	on	the	product	
by	knowledgeable	people	in	the	industry.
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(3)	 	Evaluation.		After	doing	an	information	search,	the	customer	decides	that	he	requires	
more	information.	He	will	try	the	product	or	reject	it.	 In	the	case	of	the	new	3D	
LED	television,	the	customer	would	probably	see	that	the	product	is	too	expensive	
and	that	a	trial	would	be	futile.	However,	he	may	have	realised	that	this	particular	
television	is	an	excellent	product	and	investment	and	that	he	or	she	would	like	to	
try	the	television	to	see	if	it	will	suit	his	lifestyle.	

(4)	 	Trial.		The	customer	tries	the	product	for	a	limited	time,	and	based	on	his	experience	
will	adopt	or	reject	it.

(5)	 	Adoption	or	rejection.	During	this	stage,	the	customer	could	adopt	or	reject	the	product	
on	the	basis	of	what	he	found	in	the	trial.	This	could	be	because	the	behavioural	
changes	he	would	have	to	make	to	fit	the	product	into	his	lifestyle	would	be	too	
great.

Note	that	the	marketing	messages	for	new	products	should	give	sufficient	information	
about	the	product	in	order	to	convince	customers	that	the	new	product	will	satisfy	their	
needs.

Customers	differ	in	respect	of	how	and	when	they	adopt	new	products.	The	following	
five	groups	can	be	identified	in	terms	of	readiness	to	purchase	a	new	product:

(1)	 	The	innovators	are	venturesome	and	eager	to	try	new	ideas.	They	tend	to	be	younger,	
bet	ter	educated	and	make	extensive	use	of	the	media.

(2)	 	The	early	adopters	tend	to	be	successful,	well	educated	and	willing	to	take	a	calculated	
risk	on	an	innovation,	but	they	are	concerned	with	failure.

(3)	 	The	early	majority	are	consumers	who	are	cautious	and	will	only	adopt	the	product	
after	the	innova	tion	has	proven	successful	with	others.

(4)	 	The	late	majority	are	sceptical	about	innovations,	tend	to	be	older	and	have	less	social	
status.	They	often	adopt	a	product	more	in	response	to	social	pressure.

(5)	 	The	laggards	are	more	traditional	and	are	the	last	people	to	adopt	an	innovation.	
They	tend	to	have	limited	social	interaction	and	are	oriented	towards	the	past,	being	
suspicious	of	anything	new.

Note	that	marketers	usually	try	to	attract	the	attention	of	innovators	to	ensure	that	the	
product	will	spread	more	quickly	into	the	market.
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3.5	 SelF-eVAlUATIoN	qUeSTIoNS
(1)	 Describe	the	components	of	individual	factors	that	infl	uence	buyer	behaviour.
(2)	 	Describe	how	Maslow’s	hierarchy	of	needs		can	be	used	to	study	the	needs	or	

motives	of	buyers.
(3)	 Describe	the	components	of	group	factors	that	infl	uence	buyer	behaviour.
(4).	 	Discuss,	in	practical	terms,	the	steps	in	the	decision-making	process	in	the	purchase	

of	a	new	car
(5).	 	Describe	the	diff	 erent	groups	that	can	be	identifi	ed	in	terms	of	their	readiness	to	

buy	a	new	product.

3.6	 ReFlecTIoN
Before	tackling	the	next	study	unit,	refl	ect	on	the	following	questions:

(1)	 	Where	in	your	professional	life	do	you	think	you	would	be	able	to	use	the	skills	you	
acquired	in	this	study	unit?

(2)	 What	did	you	fi	nd	diffi		cult?		Why	do	you	think	you	found	it	diffi		cult?		Do	you	understand	
it	now	or	do	you	need	more	help?		What	are	you	going	to	do	about	it?

(3)	 What	did	you	fi	nd	interesting	in	this	study	unit?		Why?
(4)	 How	long	did	you	take	to	work	through	this	study	unit?		Are	you	still	on	schedule	or	

do	you	need	to	adjust	your	study	programme?

3.7	 coNclUSIoN
In	this	study	unit	we	discussed	how	individual	factors	such	as	motivation,	
perception,	learning	ability,	attitudes,	lifestyle	and	personality	aff	ect	customer’s	
buying	behaviour.	We	learnt	that	all	people	are	infl	uenced	by	individual	
factors	that	determine	their	specifi	c	needs.	All	customers	have	needs,	and	
it	is	the	marketing	manager’s	job	to	fi	nd	out	what	the	customers’	needs	are	
and	to	satisfy	them.

The	study	unit	also	dealt	with	the	various	group	factors	such	as	family,	culture,	and	social	
and	reference	groups,	all	of	which	infl	uence	the	consumer’s	purchasing	decisions.

We	discussed	in	detail	the	various	phases	in	the	consumer’s	decision-making	process.	The	
study	unit	concluded	with	a	discussion	of	the	way	in	which	diff	erent	consumers	react	to	
and	adopt	or	reject	new	or	innovative	products.	

ReFeReNceS
http://www.liptonicetea.co.za.		

http://www.toyota.co.za/VehicleRangeChoose.aspx

www.shoprite.co.za

www.chivas.com/en/INT/Campaigns/?type=press

Gouws,	A.	2004.	Export	issues	for	entrepreneurs.	Landsdowne:	Juta.

http://www.carpictures.com/Chevrolet/Spark-It-all-Begins-with-a-Spark-2010-
09KNB262607102
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STUDY	UNIT	4

INFORMATION	FOR	MARKETING	MANAGEMENT

introduction
In	this	study	unit	we	will	explore	the	importance	of	information	for	marketing	management.	
We	will	also	look	at	the	process	of	obtaining	and	identifying	relevant,	accurate,	timely	and	
quality	information.	Because	of	the	ever-changing	business	environment,	the	marketing	
manager	does	not	have	much	time	to	process	the	information	gathered.	By	conducting	
research,	the	information	gathered	should	provide	answers	to	the	basic	questions	of	why,	
where,	what,	who	and	how	in	the	business	environment.

														

Key�concepts

Getting�an�overview

4.1� information�needs

4.2� Marketing�information�systems

4.3� the�nature�of�marketing�research

4.4� Steps�in�the�marketing�research�process

4.5� A�description�of�the�research�problems�and�objectives

4.6� research�designs

4.7� Self-assessment�questions

4.8� reflection

4.9� conclusion
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Key	concepts

information	needs
marketing	information	systems
information	management
components	of	a	marketing	information	system
marketing	research
research	designs
research	process
relationship	marketing
marketing	models
hypothesis

GEttinG�An�oVErViEW
The	main	focus	of	this	study	unit	is	the	information	required	for	marketing	management.	
Information	is	obtained	by	collecting	facts	or	data.	The	latter	are	in	the	form	of	statistics,	
figures,	opinions	and	forecasts.	Information	is	simply	a	tool	required	for	decisionmaking	
by	the	marketing	management	team.	The	question	that	needs	to	be	answered	is	how	will	
this	information	be	gathered?	What	method	will	the	marketing	manager	use	to	identify	
usable	information?	Are	there	systems	readily	available	to	help	filter	the	information?	
What	is	the	significance	of	the	information	in	the	ever-changing	marketing	environment?	
Why	is	the	information	needed?	What	research	method	will	be	used	to	fully	describe	the	
identified	problems	and	goals?	The	research	design	has	to	satisfy	the	objectives	intended	
to	be	achieved.	What	costs	will	be	incurred	in	the	process?	Information	is	the	essence	
of	decisionmaking	and	marketing	management	cannot	operate	without	gathering	the	
necessary	information.	The	focus	here	is	on	the	importance	of	information	and	the	
processes	for	collecting	information.	Marketing	management	need	to	interpret	the	
information	correctly	to	avoid	making	poor	decisions.

The	focus	of	your	studies	in	this	study	unit	is	on	the	following	main	topics:

•	 the	nature	of	information	management	and	its	importance	to	marketing	management
•	 the	systems	and	methods	used	in	information	management
•	 how	to	conduct	market	research	and	the	steps	in	the	process

You	will	need	approximately	two	hours	to	work	through	this	study	unit	and	ensure	that	
you	understand	the	topics	covered.



	 47	 MNM2601/1

This	study	unit	unfolds	as	follows:

4.1	 INFoRmATIoN	NeeDS

(Study	this	section	in	the	prescribed	book.)

The	section	is	subdivided	into	information	for	marketing	decisionmaking	and	the	role	of	
information	management.	The	two	subsections	explain	the	necessity	for	information	in	
the	business	environment.	Here	you	need	to	understand	the	importance	of	the	role	of	

Information	needs

Information	for	marketing	
decisionmaking

The	role	of	information	
management

Marketing	information	
systems	defined

Components	of	marketing	
information	systems

Advantages	and	cost	of	
marketing	information

The	role	of	marketing	
information	in	relationship	

marketing

Marketing	information	systems

The	nature	of	marketing	research

Steps	in	the	marketing	research	process

Research	designs

Preparation	of	the	research	design

A	description	of	the	research	problems	
and	objectives
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information	management	marketing	decisionmaking.	You	must	be	able	to	distinguish	
between	data	and	information	and	identify	sources	of	internal	and	external	information.	
The	flow	of	information	leading	to	the	decision-making	process	is	also	important.	You	
should	be	able	to	apply	current	innovative	methods	of	obtaining	information	to	your	
thinking.	The	world	wide	web	makes	information	easily	accessible.	But	how	accurate	and	
reliable	is	this	information?	The	management	roles	of	planning,	implementation,	leading	
and	control	are	vital	to	the	management	of	information.

4.	2		 mARKeTING	INFoRmATIoN	SYSTemS

(Study	this	section	in	the	prescribed	book.)

In	this	section,	the	discussion	focuses	on	the	marketing	information	systems,	components	
of	the	information	system,	advantages	and	costs	of	marketing	information	and	the	role	of	
marketing	information	in	relationship	marketing.	After	studying	this	section	in	the	prescribed	
book,	you	should	be	able	to	clearly	define	marketing	information	systems.	You	should	
also	have	a	clear	picture	of	the	input	and	output	system	involved	in	the	process.	You	
should	be	able	to	identify	what	is	involved	with	the	inputs,	processing	and	outputs	of	
the	information	system.	The	interdependent	and	interactive	subsystems	of	the	marketing	
information	system	are	also	important.	The	process	that	information	is	subjected	to	before	
it	becomes	useful	marketing	information	is	significant.	There	are	three	components	in	the	
marketing	information	system.	There	are	also	various	marketing	models	that	you	should	
be	familiar	with.	Information	should	only	be	used	if	it	delivers	what	it	is	supposed	to.	The	
two	main	dimensions	of	information	are	quality	and	cost	and	you	need	to	understand	the	
distinction	between	the	two	dimensions.	Relationship	marketing	focuses	on	customer	
relationship	management.	Building	relationships	is	the	order	of	the	day	because	it	is	best	
and	less	costly	to	retain	customers	than	to	recruit	new	ones.	Technology	has	an	influence	
on	relationship	marketing	decisions.	Databases	make	it	easy	for	a	business	to	send	
personalised	marketing	messages	to	customers.	Relationship	marketing	and	technology	
cannot	be	separated,	and	you	must	understand	the	interrelationship	between	the	two.	
To	build	a	relationship,	a	business	must	be	in	constant	contact	with	its	clients.	Technology	
such	as	SMSs,	MMSs,	social	networks	(facebook,	twitter,	youtube,	myspace)	websites,	and	
so	forth,	facilitate	this	process.	Owing	to	technology,	consumers	are	divided	into	smaller	
and	more	specialised	segments

4.	3		 THe	NATURe	oF	mARKeTING	ReSeARcH

(Study	this	section	in	the	prescribed	book.)

Here	you	need	to	know	the	difference	between	market	and	marketing	research,	and	
you	should	be	able	to	explain	the	reasons	behind	the	marketing	research	process.	
There	are	two	forms	of	the	marketing	research	process.	Bear	in	mind	that	the	turbulent	
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business	environment	exposes	organisations	to	uncertainty	in	the	absence	of	information.	
Environmental	factors	have	both	a	direct	and	indirect	impact	on	any	organistion.

4.4		 STePS	IN	THe	mARKeTING	ReSeARcH	PRoceSS

(Study	this	section	in	the	prescribed	book.)

The	definition	of	the	marketing	research	process	is	important.	Bear	in	mind	that	different	
researchers	may	following	different	steps	in	the	market	research	process,	and	this	usually	
depends	on	the	uniqueness	of	the	problem.	Marketing	research	is	conducted	because	of	
the	existence	of	a	research	problem.	For	example,	an	organisation	may	need	to	establish	
the	reasons	behind	the	decline	in	sales	of	a	once	popular	product	or	seek	to	identify	the	
needs	of	the	consumers	in	a	market.	The	figure	below	illustrates	two	marketing	research	
processes,	as	set	out	in	the	prescribed	book.

StEPS�in�tHE�MArKEtinG�rESEArcH�ProcESS

Set	the	objectives	of	the	research

Define	the	research	problem

Assess	the	value	of	the	research

Construct	the	research	proposal

Specify	the	data	collection	method(s)

Specify	technique(s)	of	measurement

Select	the	sample

Data	collection

Analysis	of	results

Presentation	of	final	report

Source:	Adapted	from	Webb	(2002:13)

Regardless	of	what	process	one	applies,	the	results	will	still	be	the	same	and	the	objectives	
should	be	achieved.
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4.5	 A	DeScRIPTIoN	oF	THe	ReSeARcH	PRoblemS	AND	
objecTIVeS

(Study	this	section	in	the	prescribed	book.)

The	primary	reason	for	an	organisation	to	conduct	research	should	be	to	act	proactively	
and	not	simply	react	to	problems.	Had	Lehman	Bros	Inc	USA	been	proactive	in	all	its	
business	transactions	and	conducted	a	thorough	marketing	research,	the	bank	would	
have	not	have	become	bankrupt	and	thus	contributed	to	the	recent	credit	crunch.	The	
marketer	should	identify	any	threats	or	opportunities.	Marketers	can	use	the	hierarchy	
of	questions	to	arrive	at	the	research	problem	and	objectives.	A	situation	analysis	helps	
to	familiarise	researchers	with	the	research	problem.	Researchers	need	to	understand	he	
purpose	of	situation	analysis.	No	research	should	be	conducted	without	a	sound	reason	–	
hence	the	importance	of	formulating	primary	and	secondary	objectives.	Three	elements	
should	be	considered	in	formulating	the	research	objectives.	

4.6	 ReSeARcH	DeSIGNS

(Study	this	section	in	the	prescribed	book.)

The	research	design	can	be	compared	to	a	house	plan.	It	is	basically	the	plan	used	to	
achieve	the	research	objectives.	The	type	of	situation	will	determine	the	research	design	
that	would	be	most	appropriate	for	the	research.	Research	designs	can	also	be	classified	
broadly	as	exploratory,	descriptive	and	causal.	However,	the	prescribed	book	identifies	
nine	types	of	research	design	with	their	different	aims.	You	should	be	able	to	name	and	
explain	the	nine	research	designs	and	apply	them	to	a	practical	situation.	For	instance,	
an	exploratory	design	would	be	more	appropriate	in	the	early	stages	of	the	research	
because	it	is	flexible,	but	lacks	structure	or	the	need	for	measurement.	This	research	
identifies	the	real	and	true	nature	of	the	research	problem/opportunity.	This	design	is	
ideal	for	gathering	primary	and	secondary	data	on	the	demographics	of	the	market.	The	
descriptive	research	design	is	the	total	opposite	of	the	exploratory	design	because	it	is	
based	on	prior	knowledge	or	a	marketing	variable.	It	gathers	and	presents	statements	
of	facts.	The	nine	research	designs	are	exploratory,	descriptive,	qualitative,	quantitative,	
ad	hoc,	ex	post	facto,	longitudinal,	causal	and	predictive.

4.6.1	 Preparation	of	the	research	design
The	preparation	of	the	research	design	involves	deciding	between	the	use	of	primary	
and	secondary	data.		The	advantages	and	disadvantages	of	the	two	types	of	data	are	
important.	Secondary	data	can	simply	be	referred	to	as	existing	data,	whereas	primary	
data	have	to	be	generated	from	scratch.	Examples	of	secondary	data	would	be	company	
records,	government	statistical	records,	specialist	archives,	videos,	magazines,	newspapers	
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and	the	internet.	See	figure	5.6	on	page	162	in	the	prescribed	book	for	a	discussion	of	the	
different	sources	of	primary	and	secondary	data.	A	research	design	is	usually	formalised	
as	a	research	proposal.	The	contents	of	the	research	design	would	be	research	variables,	
data	collection	methods,	analysis	methods,	time	frames	and	budgets	and	the	compilation	
of	the	research	proposal.	The	table	below	indicates	the	time	frame	for	a	one-year	project.

Activity Feb Mar Apr May June July Aug Sep oct nov dec

Literature	
research

Literature	
write-up

Questionnaire	
development

Pretesting

Data	collection

Data	input

Data	analysis

Write-up

Source:	Adapted	from	Page	&	Meyer	(2003:46)

4.7	 SelF-eVAlUATIoN	qUeSTIoNS
The	following	exercises	are	examples	of	the	types	of	question	you	can	expect	in	the	
examination.	Work	through	them	carefully	and	compare	your	answers	to	the	feedback	
in	the	prescribed	book.

(1)	 Discuss	the	need	for	information	by	marketing	management.
(2)	 	Describe	in	detail	the	marketing	information	systems,	with	reference	to	their	

components,	advantages	and	cost	implications	and	the	role	these	systems	play	
in	relationship	marketing.

(3)	 Discuss	the	nature	of	the	marketing	research	and	the	steps	in	the	process.
(4)	 Describe	research	problems	and	objectives.
(5)	 	Distinguish	between	the	different	types	of	research	design	and	identify	situations	

in	which	they	could	be	used.
(6)	 	You	are	a	marketing	manager	in	an	insurance	company	and	have	been	instructed	

to	research	the	possibility	of	business	expansion	into	the	banking	sector.	Prepare	
a	research	design	to	identify	the	opportunities	and	threats	in	the	industry.

4.8	 ReFlecTIoN
Before	tackling	the	next	study	unit,	reflect	on	the	following	questions:

(1)	 Where	in	your	professional	life	do	you	think	you	would	be	able	to	use	the	skills	you	
acquired	in	this	study	unit?

(2)	 What	did	you	find	difficult?		Why	do	you	think	you	found	it	difficult?		Do	you	understand	
it	now	or	do	you	need	more	help?		What	are	you	going	to	do	about	it?

(3)	 What	did	you	find	interesting	in	this	study	unit?		Why?
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(4)	 How	long	did	you	take	to	work	through	this	study	unit?		Are	you	still	on	schedule	or	
do	you	need	to	adjust	your	study	programme?

4.9	 coNclUSIoN
This	study	unit	focused	on	the	nature	of	information	and	the	need	for	it.	We	
discussed	the	importance	of	information	for	marketing	decisionmaking,	
information	systems,	marketing	research	process	and	the	diff	erent	research	
designs.	A	research	design	is	actually	a	research	proposal.	Researchers	should	
be	able	to	gather	relevant,	accurate	and	timely	information	for	a	research	
design.	On	the	basis	of	this	information	they	should	then	be	able	to	choose	the	
relevant	research	design	for	the	research	topic/problem	at	hand.	Researchers	
also	have	to	be	able	to	analyse	the	information	they	collect.	The	next	study	
unit	deals	with	customer	satisfaction	and	customer	retention.

ReFeReNceS
Page,	C	&	Meyer,	D.	2003.	Applied	research	design	for	business	and	management.	Sydney:	

McGraw-Hill.

Perreault,	WD	&	McCarthy,	EJ.	2002.	Basic	marketing:	a	global	managerial	approach.
14	edition.	New	York:	McGraw-Hill	Higher	Education.

Smit,	PJ	&	de	Cronje,	GJ.	2002.	Management	principles:	a	contemporary	edition	for	Africa.	
3rd	edition.	Lansdowne:	Juta.

Webb,	J.	2002.	Understanding	and	designing:	marketing	research.	2nd	edition.		Padstow,	
Cornwall:	TJ	International.

Wegner,	T.	2003.	Applied	business	statistics:	methods	and	applications.	Lansdowne:	Juta.
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STUDY	UNIT	5

CUSTOMER	VALUE	AND	RETENTION

introduction
Retaining	consumers	is	the	most	valuable	asset	of	any	business.	In	this	study	unit,	we	will	
look	at	the	proper	management	of	the	customer	life	cycle.	The	business	environment	has	
moved	from	being	transactional	to	more	customer	service-oriented.	Management’s	task	
is	to	place	a	value	to	its	customers	by	implementing	strategies	to	acquire	and	retain	their	
client	base.	The	advanced	technology	and	globalisation	make	customers	more	accessible	
and	special,	adding	value	to	the	relationship	built	up	over	a	period	of	time.

	
												

Key�concepts

Getting�an�overview

5.1� the�value�proposition

5.2� customer�value

5.3� customer�satisfaction

5.4� customer�retention

5.5� Self-assessment�questions

5.6� reflection

5.7� conclusion

Key	concepts

The	value	proposition
Customer	value
Customer	satisfaction
Customer	retention
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GEttinG�An�oVErViEW
The	focus	in	this	study	unit	is	on	the	concept	of	value	in	terms	of	the	value	proposition	
and	then	more	specifically	on	customer	value,	the	value	of	a	satisfied	customer	and	
ways	to	ensure	customer	retention.	The	customer	life	cycle	is	basically	the	long-term	
relationship	from	the	moment	of	acquisition,	retention	and	further	extension	to	other	
avenues	of	the	business.	Customer	relationship	management	is	vital	for	any	business.	The	
following	questions	need	to	be	answered:	What	is	customer	life	cycle	management?	What	
strategies	need	to	be	put	in	place	in	order	to	retain	customers?	What	role	does	technology	
play	in	customer	relationship	management?	How	important	is	it	for	an	organisation	to	
maintain	relationships	with	its	customers?	What	strategies	can	be	put	in	place	to	ensure	
that	the	customer	returns?	A	customer	can	add	value	to	a	business,	but	what	value	can	
an	organisation	add	to	the	customer?	Customer	retention	is	an	organisation’s	key	to	
survival	and	all	organisations	need	to	realise	that	they	need	to	keep	both	the	business	
and	the	consumer	happy.	The	focus	here	is	on	building	long-term	relationships	with	
customers.	Constant	contact	with	clients	is	essential	–	hence	the	need	for	organisations	
to	be	proactive	with	strategies	to	keep	their	customers	loyal	and	committed.

This	study	unit	focuses	on	the	following	main	topics:

•	 the	value	proposition
•	 customer	value
•	 customer	satisfaction
•	 customer	retention

You	will	need	approximately	two	hours	to	work	through	this	study	unit	and	ensure	that	
you	understand	the	topics	covered.

This	study	unit	unfolds	as	follows:

The	value	proposition

Customer	value

Customer	satisfaction

Customer	retention

Customer	value	and	retention
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5.1	 THe	VAlUe	PRoPoSITIoN

(Study	this	section	in	the	prescribed	book.)

The	value	proposition	is	clearly	described	in	the	prescribed	book	and	means	the	value	as	
a	bundle	of	benefits	that	the	marketer	promises	to	deliver	in	its	market	offering.	You	will	
see	that	the	value	proposition	is	a	combination	of	the	vaue	offered	by	all	the	marketing	
instruments.	Obviously	the	customers	will	be	attracted	by	a	product	or	service	that	offers	
a	sound	value	proposition.

The	value	proposition	actually	becomes	a	strategic	asset	when	the	customers	can	clearly	
differentiate	it	from	the	value	propositions	of	competitors.	Only	then	can	one	refer	to	the	
value	proposition	as	a	unique	value	proposition.

The	unique	value	proposition	is	therefore	a	clear	statement,	in	line	with	the	organisation’s	
market’s	challenges	and	objectives,	communicating	the	unique	values	the	organisation	
delivers	to	the	market	that	are	different	from	those	offered	by	competitors.

5.2	 cUSTomeR	VAlUe

(Study	this	section	in	the	prescribed	book.)

The	phrase	“customer	value”	can	easily	be	misinterpreted.	When	businesspeople	and	
marketers	speak	of	customer	value,	one	should	realise	that	customer	value	does	not	
relate	to	the	value	of	customers,	but	to	the	value	the	customers	receive	from	the	business.	
When	marketers	mention	how	valuable	customers	are	to	a	business	they	usually	mean	
“customer	retention”,	which	will	be	discussed	in	the	section	below.	

The	simplest	definition	of	customer	value	can	be	found	in	BusinessDictionary.com:

“The	difference	between	what	a	customer	gets	from	a	product,	and	what	he	or	she	has	
to	give	in	order	to	get	it.”

In	the	business	world,	customer	value	means	the	amount	of	benefit	a	customer	gains	
from	a	service	or	product	relative	to	its	cost.	Some	marketers	explain	customer	value	as	
“what	they	get”	compared	to	“what	they	sacrifice”.		The	sacrifice	would	be	what	they	pay	
for	the	product	or	service.	Bear	in	mind,	however,	that	the	customer	can	seldom	come	
near	the	comparison	of	real	absolute	sacrifice	and	what	he	or	she	receives.	These	are	only	
perceived	values,	and	the	customer	value	is	therefore	a	perceived	value.

Example

Below	you	will	find	examples	of	two	advertisements	of	a	holiday	resort	portraying	
something	about	the	value	proposition	and	customer	value.	The	first	one	says	little	
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about	the	value	proposition	and	the	reader	of	the	advertisement	will	not	know	whether	
the	offering	will	satisfy	his	or	her	requirements	and	deliver	enough	value	for	the	price.

“Book	your	April	holiday	early	at	Bushrock	holiday	resort	where	you	and	your	family	can	
enjoy	yourselves	in	excellent	accommodation	and	surroundings	at	only	R300	per	adult	
per	night.”

The	second	example	is	another	value	proposition	of	the	same	holiday	resort	spelling	out	
more	about	the	value	proposition.

“Bushrock	holiday	resort	offers	you	the	real	bush	experience	in	our	safe	campsites.	You	
will	receive	one	free	game	drive,	and	on	arrival	,you	will	be	welcomed	with	free	coffee	
and	rusks	and	a	complementary	gift	with	something	to	nibble	on.	There	is	a	small	shop	
on	the	premises,	a	swimming	pool	and	a	safe	supervised	children’s	playground.	All	our	
cottages	are	secluded	and	private	to	make	you	will	feel	as	if	you	are	the	only	visitors	to	
the	game	ranch.	The	amenities	in	the	chalets	will	make	you	feel	pampered	and	relaxed.”	

The	whole	value	delivery	chain	is	responsible	for	the	ultimate	delivery	of	value	to	the	
customer.	Also	bear	in	mind	that	even	aftersales	can	be	a	value	offering	because	the	
value	offering	does	not	stop	after	the	purchase	of	the	product.

5.3		 cUSTomeR	SATISFAcTIoN

(Study	this	section	in	the	prescribed	book.)

5.3.1	 The	meaning	of	customer	satisfaction
We	all	know	what	customer	satisfaction	is	about,	because	at	some	or	other	time	we	have	
probably	all	been	either	extremely	satisfied	or	dissatisfied	with	a	product	or	service	we	
have	spent	money	on.

Many	businesses	want	to	know	whether	or	not	their	customers	are	satisfied,	and	thus	
conduct	research	surveys	to	determine	customer	satisfaction	and	what	aspects	of	the	
product	or	service	the	customers	are	satisfied	with.	Note	the	following	five	specific	factors	
that	influence	customer	satisfaction:

•	 product	and	service	features
•	 customer	emotions
•	 causes	of	service	failure	or	success
•	 perceptions	of	fairness
•	 other	people
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5.3.2	 benefits	of	customer	satisfaction
Obviously	any	business	will	benefit	from	customer	satisfaction.	But	we	need	something	
more	specific	than	that.	The	prescribed	book	discusses	four	benefits	of	highly	satisfied	
customers.

Activity	5.1

You	were	eating	with	friends	at	a	new	restaurant	and	was	pleasantly	surprised	with	the	
value	you	received	for	you	money,	the	excellent	service	and	the	all-inclusive	extras	such	
as	the	warm	freshly	baked	garlic	bread	and	“bottomless”	cup	of	coffee.	The	restaurant	
also	has	a	takeaway	service	and	caters	for	small	or	large	functions.

In	your	opinion,	what	would	be	the	benefits	of	your	being	satisfied	with	this	restaurant’s	
value	offering?	Try	to	formulate	four	positive	consequences	and	translate	them	into	
benefits	for	the	restaurant.

5Feedback

You	probably	mentioned	the	following:

	• Customer	loyalty.	You	will	certainly	visit	the	restaurant	again.	
	• Cross-selling	of	products.	There	is	a	greater	possibility	that	you	will	buy	or	advise	some	of	

your	friends	to	buy	the	take-aways	or	make	use	of	the	catering	service.
	• Favourable	word	of	mouth.	This	is	probably	the	most	obvious	and	certain	thing	you	would	

do,	namely	tell	your	family	and	friends	about	the	wonderful	experience	and	recommend	
the	restaurant	to	them.

	• Top-of-the-mind	awareness	and	less	attention	to	other	brands.	Your	pleasant	experience	
lingers	and	when	you	next	have	an	opportunity	to	visit	a	restaurant,	this	one	will	probably	
come	to	mind	and	block	out	most	others	in	your	mind.

	• Routine	transactions	leading	to	lower	serving	costs.	If	many	people	like	you	develop	a	
loyalty	for	certain	dishes	at	the	restaurant,	the	preparation	of	such	dishes	and	the	speed	
of	service	may	be	enhanced.

Compare	the	above	to	the	list	of	benefits	in	the	prescribed	book.

5.3.3	 customer	delight
The	activity	above	shows	that	you	were	not	only	satisfied	with	the	restaurant,	but	also	
delighted.	I	am	sure	you	have	had	many	similar	experiences	in	your	life	regarding	products	
and	services.

The	prescribed	book	explains	many	ways	of	delighting	customers.	It	sounds	logical	that	
if	you	delight	your	customers,	this	will	increase	their	satisfaction	and	loyalty.	

The	prescribed	book,	however,	cites	research	that	has	indicated	that	delighting	customers	
does	not	build	loyalty,	but	only	adds	marginally	to	loyalty.	I	find	this	difficult	to	accept,	
as	I	am	sure	you	do.	but	when	you	read	it	carefully	it	seems	that	this	study	is	only	talking	
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about	customer	service	and	not	about	other	values	offered.	I	would	thus	agree	with	this	
statement,	especially	if	one	assumest	that	the	customer’s	focus,	in	solving	a	problem	
through	service,	is	primarily	on	the	solution	to	the	problem,	and	little	extras	do	not	really	
mean	that	much.	This	is	confirmed	by	the	example	of	First	Direct	Bank,	which	primarily	
offers	services.

If	delighting	a	customer	does	not	have	benefits,	why	would	it	be	necessary	to	study	
this	whole	question?	It	must	have	benefits	for	the	business,	especially	if	going	the	extra	
mile	differentiates	your	business	from	others.	The	prescribed	book	provides	a	list	of	best	
practices	in	customer	value	and	satisfaction.	You	do	not	have	to	remember	this	whole	
table	or	study	it	by	heart,	but	you	must	be	able	to	give	a	reasonable	explanation	of	four	
of	the	key	activities	and	the	related	information.

5.4	 cUSTomeR	ReTeNTIoN

(Study	this	section	in	the	prescribed	book.)

Customer	retention,	as	the	name	indicates,	means	preventing	the	customers	from	
patronising	your	competitors,	but	ensuring	that	they	continue	to	buy	from	you	–	in	other	
words,	keeping	your	customers	from	competitors.	This	makes	perfect	sense	and	is	a	vital	
consideration	in	any	business.

The	prescribed	book	refers	to	a	research	study	that	indicated	that	a	small	increase	in	
customer	retention	had	a	positive	and	dramatic	effect	on	profitability.	The	reason	for	
this	effect	is	also	explained.

The	advantages	of	customer	retention	are	obvious,	but	it	is	necessary	to	see	how	this	
can	be	accomplished.	The	prescribed	book	describes	a	number	of	retention	strategies	
that	can	be	applied.

5.5	 SelF-eVAlUATIoN	qUeSTIoNS
(1)	 	Discuss	the	concepts	of	value	proposition	and	customer	value	and	indicate	their	

mutual	relevance.
(2)	 	Describe	the	five	specific	factors	of	Zeithaml	et	al	(1990)	that	influence	customer	

satisfaction.
(3)	 	Discuss	the	feasibility	of	customer	delight	in	terms	of	exceeding	expectations	in	

terms	of	better	relationships,	customer	loyalty	and	negative	effects.
(4)	 	Explain	the	reasons	why	successful	customer	retention	can	have	a	positive	effect	

on	the	profitability	of	the	business.
(5)	 Describe	the	different	strategies	that	can	be	used	to	retain	customers.



	 59	 MNM2601/1

5.6	 ReFlecTIoN
Before	tackling	the	next	study	unit,	refl	ect	on	the	following	questions:

(1)	 Where	in	your	professional	life	do	you	think	you	would	be	able	to	use	the	skills	you	
acquired	in	this	study	unit?

(2)	 Was	the	study	unit	easily	understandable?	If	so,	which	sections	did	you	fi	nd	easier	to	
understand?

(3)	 What	did	you	fi	nd	diffi		cult?	Why	do	you	think	it	was	diffi		cult?
(4)	 How	long	did	you	take	to	work	through	this	study	unit?

5.7	 coNclUSIoN
This	study	unit	discussed	the	need	for	a	value	proposition	and	customer	value,	
as	well	as	customer	delight	and	the	relationship	between	these	elements.	
It	also	provided	insight	into	the	necessity	for	and	profi	tability	of	customer	
retention	and	the	diff	erent	ways	this	can	be	done.	The	next	study	unit	deals	
with	market	segmentation	and	product	positioning.

ReFeReNceS
BusinessDictionary.com

Zeithaml,	A.,	Pasuraman,	A.,	Berry,	L.	1990.	Delivering	Quality	Service:	Balancing	Customer	
Perceptions	and	Expectations.	New	York:	The	Free	Press	Division	of	Macmillan,	Inc.
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ToPIc	3

market	segmentation,	targeting	and	
positioning

AIm

The	aim	of	this	topic	is	to	introduce	you	to	segmentation	of	the	market	for	a	brand	and	
the	positioning	of	the	brand	in	the	minds	of	the	consumers	in	the	target	market(s).	The	
secondary	aims	are	to	acquaint	you	with	the	use	of	the	bases	of	market	segmentation	
and	the	selection	of	a	target	market	and	the	principles	of	product	positioning	for	better	
need	satisfaction	and	decisionmaking	in	order	to	differentiate	the	product	offering	in	
the	market.

LEArninG�outcoMES
After	studying	this	topic,	you	should	be	able	to

•	 explain	the	nature	of	market	segmentation
•	 illustrate	the	different	bases	of	market	segmentation
•	 discuss	the	selection	of	a	target	market	by	an	organisation
•	 describe	the	meaning	of	product	positioning	and	the	process	involved
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STUDY	UNIT	6	

MARKET	SEGMENTATION	AND	PRODUCT	
POSITIONING

INTRoDUcTIoN
Companies	cannot	connect	with	all	customers	in	large,	broad	or	diverse	markets,	but	they	
can	divide	such	markets	into	groups	of	consumers	or	segments	with	distinct	needs	and	
wants.	A	company	thus	needs	to	identify	which	market	segments	it	can	serve	effectively.	
This	decision	requires	a	keen	understanding	of	consumer	behaviour	and	careful	strategic	
thinking.	To	develop	the	best	marketing	plans,	managers	need	to	understand	what	makes	
each	segment	unique	and	different.	To	compete	more	effectively,	many	companies	are	
now	embracing	target	marketing.	Instead	of	scattering	their	marketing	efforts,	they	are	
focusing	on	those	consumers	they	have	the	greatest	chance	of	satisfying.

Key�concepts

Getting�an�overview

6.1� the�nature�of�market�segmentation

6.2� Bases�for�segmenting�the�consumer�market

6.3� target�marketing

6.4� Product�positioning

6.5� Self-assessment�questions

6.6� reflection

6.7� conclusion
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Key	concepts

market	segmentation
product	positioning
target	market
geographic	
demographic
psychographic	segmentation
behavioural	segmentation
product
positioning	process
positioning	methods

GEttinG�An�oVErViEW
Thus	far,	you	have	learnt	what	marketing	is	and	about	the	importance	of	understanding	
consumers	and	the	marketplace	environment.	With	that	as	background,	you	are	now	ready	
to	delve	more	deeply	into	marketing	strategy	and	tactics.	This	study	unit	looks	further	
into	key	customer-driven	marketing	strategy	decisions	–	how	to	subdivide	markets	into	
meaningful	customer	groups	(segmentation),	choose	which	customer	groups	to	serve	
(targeting),	create	market	offerings	that	best	serve	target	customers	(differentiation)	and	
position	the	offerings	in	the	minds	of	consumers	(positioning).	

The	focus	of	your	studies	in	this	study	unit	is	on	the	following	main	topics:

•	 the	nature	of	the	market	segmentation
•	 target	market	selection
•	 the	importance	of	product	and	store	positioning	for	the	business	compared	with	

its	competitors

You	will	need	approximately	seven	hours	to	work	through	this	study	unit	and	ensure	that	
you	understand	the	topics	covered.

This	study	unit	unfolds	as	follows:

Market	
segmentation

Target	market	
selection

Create	value	for	
targeted	customers

Product	and	
store	positioning
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6.1	 THe	NATURe	oF	mARKeT	SeGmeNTATIoN

(Study	this	section	in	the	prescribed	book.)

Markets	consist	of	buyers,	and	buyers	differ	in	one	or	more	ways.	They	may	differ	in	their	
wants,	resources,	locations,	buying	attitudes,	and	buying	practices.	Through	market	
segmentation,	companies	divide	large,	heterogeneous	markets	into	smaller	segments	
that	can	be	reached	more	efficiently	and	effectively	with	product	and	services	that	match	
their	unique	needs.

Market	segmentation	is	defined	as	the	process	of	dividing	a	market	into	smaller	groups	
with	distinct	needs,	characteristics	or	behaviours	that	might	require	separate	products	
or	marketing	mixes.

Hence	market	segmentation	involves	finding	out	what	benefits	consumers	require.	Are	
consumers	searching	for	quality,	low	price,	convenience	or	do	they	have	certain	unique	
needs	that	have	to	be	satisfied?		It	is	critical	for	businesses	to	identify	their	customers’	
needs	and	create	products	or	services	to	meet	these	needs.	Consumers	sometimes	have	

Bases	for	segmenting

Geographic

Demographic

Psychographic

Selecting	potential	target

Self	and	self-concept

Market	target

Steps	in	the	evaluation	of	
potential	target	markets

Approaches	to	target	
marketing

Value	of	personality	to	
marketers
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two	or	three	needs.	A	knowledge	of	consumers’	needs	and	wants	is	fundamental	to	
successful	marketing.	

6.2	 bASeS	FoR	SeGmeNTING	THe	coNSUmeR	mARKeT

(Study	this	section	in	the	prescribed	book.)

There	is	no	single	way	to	segment	a	market.	A	marketer	has	to	try	different	segmentation	
variables,	singly	and	combined,	to	find	the	best	way	to	view	the	market	structure.	In	
this	section,	we	look	at	geographic,	demographic,	psychographic	and	behavioural	
segmentation.

6.2.1	 Geographic	segmentation
Geographic	segmentation	involves	dividing	the	market	into	different	geographical	units	
such	as	nations,	regions,	states,	countries,	cities	or	even	neighbourhoods.	A	company	
may	decide	to	operate	in	one	or	a	few	geographical	areas,	or	to	operate	in	all	areas	
but	concentrate	on	geographical	differences	in	needs	and	wants.	For	example,	US	car	
manufacturer	Ford,	which	supplies	the	South	African	market	with	Ford	motor	cars	will	
make	sure	that	all	such	vehicles	have	right-hand	drives	instead	of	left-hand	drives,	which	
characterise	all	vehicles	in	the	USA.

Figure�6.1

Figure	6.1	above	shows	the	various	geographic	segmentations	that	any	company	can	use	
to	target	different	customers	in	these	regions.	Different	customers	from	different	regions	
want	different	products.	For	example,	Independent	Newspapers	publishes	different	papers	
for	different	regions	(the	Pretoria	News	in	Gauteng;	the	Cape	Argus	in	the	Western	Cape	
and	The	Mercury	in	KwaZulu-Natal).	
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6.2.2	 Demographic	segmentation
Demographic	segmentation	divides	the	market	into	groups	on	the	basis	of	variables	
such	as	age,	gender,	family,	income,	occupation,	education,	religion,	race,	generation	and	
nationality.	Demographic	factors	are	the	most	popular	bases	for	segmenting	customer	
groups.	One	reason	is	that	consumer	needs,	wants	and	usage	rates	often	closely	follow	
demographic	variables.	Another	reason	is	that	demographic	variables	are	easier	to	measure	
than	most	other	types	of	variables.	Even	when	market	segments	are	first	defined	using	
other	bases	such	as	benefits	sought	or	behaviour,	their	demographic	characteristics	must	
be	known	in	order	to	assess	the	size	of	the	target	market	and		reach	it	efficiently.

6.2.3	 Psychographic	segmentation
Age,	gender,	income,	ethnicity,	family	life-cycle	stage,	and	other	demographic	variables	
are	usually	helpful	in	developing	segmentation	strategies,	but	they	often	do	not	paint	
the	entire	picture.	Because	of	the	limitations	of	demographics,	psychographics	have	
been	suggested	as	an	additional	means	of	segmenting	consumer	markets.	It	is	said,	that	
demographics	provide	the	skeleton,	but	psychographics	add	meat	to	the	bones.	Hence	
psychographic	segmentation	divides	buyers	into	different	groups	based	on	personality,	
motives	and	lifestyle	characteristics.	People	in	the	same	demographic	group	may	have	
extremely	different	psychographic	make-ups.

6.2.4	 behavioural	segmentation
Behavioural	segmentation	divides	buyers	into	groups	based	on	their	knowledge,	attitudes,	
uses	or	responses	to	a	product.	Many	marketers	believe	that	behaviour	variables	are	the	
best	starting	point	for	building	market	segments.	In	other	words,	factors	such	as	usage	
rate,	occupations	and	brand	familiarity	exert	an	influence	on	buyer	behaviour	to	the	
extent	that	a	different	marketing	approach	is	justified	for	each.	For	example,	women	tend	
to	buy	90%	of	all	greeting	cards	and	are	therefore	an	extremely	attractive	target	market.

Activity	6.1

Do	the	following	activity	before	continuing.	

Imagine	that	you	are	the	marketing	manager	for	Coca-Cola,	and	have	been	asked	to	
formulate	a	marketing	strategy	on	the	bases	of	market	segmentation.	How	would	you	
determine	the	bases	for	market	segmentation?		

6Feedback

In	a	situation	such	as	the	above,	you	could	use	the	four	common	bases	for	market	segmentation:

	• Geographic	segmentation	is	based	on	region,	size,	density	and	climate	characteristics.
	• Demographic	segmentation	is	based	on	age,	gender,	income	level,	ethnicity	and	family	

life-cycle	characteristics.
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	• Psychographic	segmentation	relates	to	personality,	motives	and	lifestyle	characteristics.
	• Behavioural	segmentation	identifies	customers	according	to	the	benefits	they	seek	in	a	

product.

If	you	were	able	to	discuss	the	above	bases,	using	Coca-Cola	as	an	example,	you	would	
have	been	on	the	right	track.

6.3	 TARGeT	mARKeTING

(Study	this	section	in	the	prescribed	book.)

Thus	far,	this	study	unit	has	focused	on	the	market	segmentation	process,	which	is	only	
the	first	step	in	deciding	who	to	approach	about	buying	a	product.	We	can	safely	say	
that	since	market	segmentation	reveals	the	firm’s	market	segment	opportunities,	the	firm	
now	has	to	evaluate	the	various	segments	and	decide	how	many	and	which	segments	
it	can	best	serve.	

A	market	target	is	a	group	of	people	for	whom	the	firm	designs,	implements	and	maintains	
a	marketing	mix	intended	to	meet	the	needs	of	that	group,	resulting	in	mutually	satisfying	
exchanges.	In	the	airline	industry,	for	example,	South	African	Airways	(SAA)	is	targeting	
well-paid	passengers,	while	Mango	tends	to	be	used	by	the	lower-income	passengers.

Figure�6.2

This	figure	shows	SAA	flights	that	are	aimed	at	a	different	market,	more	especially	high-
income	consumers	who	can	afford	SAA	flights.
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Figure�6.3

This	figure	shows	Mango	flights	which,	compared	with	SAA,		are	aimed	at	a	different	
market.	The	market	target	is	for	low-income	passengers	who	cannot	afford	the	high	
prices	charged	by	other	airlines.	

6.3.1	 Selecting	the	potential	target	market
For	the	effective	targeting	of	market	segments,	the	segments	must	conform	to	the	
following	three	criteria:

•	 Identification.	Here	the	market	segments	should	be	easily	identifiable.
•	 Stability.	Marketers	prefer	target	consumer	segments	that	are	relatively	stable	in	terms	of	

demographic	and	psychographic	factors	with	customer	needs	that	increase	over	time.
•	 Accessibility.	This	means	that	the	target	market	must	be	economically	accessible.

Before	a	specific	market	segment	is	selected	as	a	target	market,	it	must	be	evaluated	on	
the	basis	of	the	following:

•	 target	market	size	and	growth	possibilities
•	 attractiveness	and	potential	profitability
•	 the	resources	and	skills	of	the	organisation
•	 compatibility	with	the	organisation’s	objective
•	 the	cost	of	reaching	the	target	market

6.3.2	 Steps	in	the	evaluation	of	potential	target	market
Step	1:	 Decide	on	criteria	to	measure	attractiveness	and	the	competitive	position.
Step	2:	 	Weigh	attractiveness	and	the	competitive	position	to	reflect	their	relative	

importance.
Step	3:	 Assess	the	current	position	of	each	potential	target	market	on	each	factor.
Step	4:	 	Project	the	anticipated	future	position	of	each	market	on	the	basis	of	expected	

changes.
Step	5:	 	Evaluate	the	implication	of	possible	future	changes	for	business	strategies	and	

resource	requirements.

Once	these	steps	have	been	implemented,	it	is	easier	to	formulate	the	approaches	to	
target	market.
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6.3.3	 Approaches	to	target	marketing
The	three	general	strategies	for	selecting	target	market	are	as	follows:

(1)		 	Undifferentiated	marketing.	A	firm	might	decide	to	ignore	market	segment	differences	
and	target	the	whole	market	with	one	offer.	This	mass	marketing	strategy	focuses	
on	what	is	common	in	the	needs	of	consumers	rather	than	on	what	is	different.

(2)	 	Differentiated	marketing.	Using	this	strategy,	a	firm	decides	to	target	several	market	
segments	and	designs	separate	offers	for	each.

(3)	 	Concentrated	marketing.	 	This	is	appealing	when	company	resources	are	limited.	
Instead	of	pursuing	a	small	share	of	a	large	market,	the	firm	goes	after	a	large	share	
of	one	or	few	smaller	segments.	The	firm	thus	achieves	a	strong	market	position	
because	of	its	greater	knowledge	of	consumer	needs	in	the	niches	it	serves	and	the	
special	reputation	it	acquires.

Activity	6.2

You	are	asked	to	advise	the	CEO	of	your	company	about	the	criteria	for	selecting	a	potential	
target	market.	You	are	also	asked	to	describe	the	characteristics	of	each	variable	on	the	
basis	of	the	target	market	and	its	size.	Your	description	should	include	details	of	your	
own	product	and	service.	

7Feedback

Your	answer	should	include	the	following:

	• Identification.	Here	you	can	explain	segmentation	variables	based	on	geographic	or	
demographic	information.	These	two	variables	are	easily	identifiable.	However,	other	
variables	are	not	that	easy	to	identify.

	• Stability.	A	market	that	is	unpredictable	and	always	fluctuates	is	not	favoured	by	market-
ers.	Hence	they	prefer	consumer	targets	that	are	stable	in	terms	of	psychographic	and	
demographic	factors	with	customer	needs	that	increase	over	time.

	• Accessibility.	This	entails	reaching	the	target	market	effectively	at	an	affordable	cost	with	
the	correct	application	of	media	such	as	radio,	television,	newspaper	and	magazines.

6.4	 PRoDUcT	PoSITIoNING

(Study	this	section	in	the	prescribed	book.)

6.4.1	 Defining	product	positioning
Product	positioning	refers	to	the	way	consumers	perceive	a	product	in	terms	of	its	
characteristics	and	advantages	and	its	competitive	positioning.	It	therefore	involves	the	
creation,	in	the	minds	of	the	targeted	buyers,	of	a	distinctive	position	with	regard	to	the	
organisation’s	product	relative	to	those	of	competing	organisations.	Here	you	need	to	
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understand	customer	buying	criteria	and	recognise	the	performance	of	each	competitor	
on	each	of	the	evaluated	criteria.	

Figure�6.4

	

The	two	logos	above	belong	to	two	different	retailers.	Woolworths	is	perceived	to	offer	
high-quality	product,	whereas	Shoprite	is	perceived	to		offering	middle-	to	low-quality	
products.

Consumers	develop	a	perception	of	products/brands/businesses	with	or	without	the	
help	of	marketers.	Product	positioning	therefore	takes	place	in	the	mind	of	the	consumer,	
whether	the	marketer	has	planned	it	or	not.	However,	marketers	do	not	want	to	leave	their	
product’s	positioning	to	chance.	They	must	plan	positioning	that	will	be	appealing	to	the	
target	market(s)	to	give	their	products/brands	the	greatest	advantage	in	selected	target	
markets.	They	must	formulate	the	marketing	mix	in	such	as	way	that	it	will	encourage	
consumers	to	accept	this	planned	positioning.

6.4.2	 Product	positioning	map
Product/brand	position	maps	show	consumers	perceptions	of	 their	brands	versus	
competing	products	on	important	buying	dimensions.	In	planning	their	differentiation	
and	positioning	strategies,	marketers	frequently	use	perceptual	or	positioning	maps.	
These	maps	help	marketers	to	develop	focused	marketing	mixes	or	strategies	and	to	
assess	whether	or	not	a	particular	marketing	programme	has	any	competitive	advantage.

Figure�6.5
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The	positioning	map	above	shows	the	comparison	between	the	quality	and	price	of	
different	chocolates.

Positioning	maps	contain	information	on	the	following:

•	 customers’	perceptions	of	current	companies,	product	or	brands
•	 attributes	that	are	important	to	customers
•	 customers’	perceptions,	which	allow	marketers	to	compare	market	perceptions	more	

easily	and	locate	gaps	in	the	market

Toothpaste,	for	instance,	may	have	a	number	of	attributes	that	are	important	to	different	
consumers.	Some	consumers	might	regard	the	plaque-fighting	ability	of	toothpaste	as	its	
main	attribute,	while	others	might	prefer	toothpaste	that	ensures	fresh	breath	or	white	
teeth.

Figure�6.6

The	above		figure	shows	toothpaste	that	it	has	a	number	of	attributes	that	are	important	
to	different	consumers.

6.4.3	 copy	positioning	versus	product	positioning
A	product’s	“position”	in	the	marketplace	is	based	on	the	customer’s	individual	perception	
of	reality,	rather	than	on	an	expert’s	definition	of	that	reality.	

6.4.4	 The	positioning	process	
The	positioning	process	can	be	best	described	as	a	process	whereby	product	or	brand	
elements	are	realigned	to	enhance	satisfaction	of	the	needs	and	wants	of	a	market	or	
market	segments.	No	matter	how	well	a	product	or	brand	is	initially	positioned	in	a	
market,	the	firm	may	have	to	reposition	it	at	a	later	stage.	Companies	therefore	have	
the	following	three	basic	positioning	alternatives	to	consider	when	reviewing	existing	
products	or	brands:

•	 strengthening	an	existing	positioning
•	 searching	for	an	unoccupied	position
•	 repositioning	the	product	or	brand
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A	case	in	point	is	Independent	Newspapers	moving	into	an	unoccupied	position	in	the	
South	African	newspaper	market.	Almost	all	existing	newspapers	in	South	Africa	are	loosely	
linked	to	different	political	parties.	Independent	Newspapers	saw	the	unoccupied	position	
for	a	newspaper	that	could	be	truly	independent	and	objective,	and	thus	positioned	the	
Sunday	Independent	in	that	gap.

A	seven-step	approach	can	be	adopted	when	positioning	brands:

•	 Identify	a	relevant	set	of	competitive	brands.
•	 Identify	determinant	variables.
•	 Determine	consumers’	perceptions.
•	 Analyse	the	intensity	of	a	brand’s	current	position.
•	 Analyse	the	brand’s	current	position.
•	 Determine	the	consumers’	most	preferred	combination	of	attributes.	
•	 Select	positioning	strategies.

6.4.5	 Positioning	methods
In	the	preceding	sections	we	saw	that	companies	have	numerous	bases	on	which	to	
differentiate	a	marketing	offer.	This	differentiation	is	the	basis	on	which	a	positioning	
strategy	is	built.	Usually,	however,	companies	are	restricted	in	respect	of	the	number	of	
positions	available	to	them	for	differentiating	a	product.

Over	time,	certain	bases	have	been	favoured	for	positioning,	depending	on	the	firm	or	
product’s	differential	or	competitive	advantage.��Note	the	following	bases	for	positioning:

•	 attribute	positioning	(eg	Benson	&	Hedges	opted	to	position	its	cigarettes	in	terms	
of	lightness	and	taste)

•	 benefit	positioning	(eg	Mercedes’s	promise	to	its	customers	of	a	safe	and	comfortable	
car)

•	 use/application	positioning	(a	product	like	Jik	can	be	used	as	a	household	disinfectant,	
a	bleach	and	a	water	purifier)

•	 user	positioning	(here	the	marketer	claims	that	a	product	is	best	or	a	certain	type	of	
user	such	as	children,	women,	working	women,	bulk	users	and	so	on)

•	 competitor	positioning	(eg	Vodacom,	Cell	C	and	MTN	have	often	positioned	their	
products	directly	against	one	another)

•	 product	category	positioning	(eg	a	museum	that	is	regarded	as	an	educational	
institution	may	establish	its	position	as	a	tourist	attraction)

•	 quality/price	positioning	(eg	Woolworths	is	renowned	for	its	high-quality	garments),	
while	Mr	Price	offers	unbeatable	prices)
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6.4.6	 communicating	market	positions
Once	a	company	has	chosen	a	position,	it	must	strive	to	deliver	and	communicate	the	
desired	position	to	its	target	consumers.	All	the	company’s	marketing	mix	efforts	must	
support	the	positioning	strategy.

Positioning	the	company	calls	for	concrete	action,	not	just	talk.	If	the	company	decides	to	
build	a	position	on	better	quality	and	service,	it	must	first	deliver	that	position.	Designing	
the	marketing	mix	involves	working	out	the	tactical	details	of	the	positioning	strategy.

6.4.7	 common	positioning	errors
A	company	should	avoid	the	following	common	positioning	errors:

•	 Underpositioning	occurs	when	customers	have	only	a	vague	idea	of	a	particular	brand.
•	 Overpositioning	occurs	when	buyers	may	have	a	narrow	image	of	a	brand.	
•	 Confused	positioning	occurs	when	the	marketer	changes	the	positioning	of	the	brand	

too	frequently.
•	 Doubtful	positioning	occurs	when	the	claims	made	about	the	brand	are	hard	to	believe	

or	too	good	to	be	true.

The	above	errors	must	be	avoided	because	consumers	are	influenced	by	the	perceptions	
they	have	of	brands.

6.4.8	 Repositioning	strategies
The	purpose	of	repositioning	is	mainly	to	increase	the	sales	volume	and	profitability	of	an	
existing	brand	or	product	by	matching	the	needs	and	wants	of	the	market	more	effectively	
with	product	or	brand	attributes.	In	addition,changing	demographics,	declining	sales	or	
changes	in	social	environment	often	motivate	firms	to	reposition	established	brands.

Repositioning	is	a	useful	strategy	when	a	firm	needs	to	change	consumers’	perceptions	
of	a	brand.	Because	people	are	becoming	increasingly	health	conscious,	Kentucky	Fried	
Chicken,	for	example,	is	trying	to	reposition	itself	to	attract	more	health-conscious	
customers.	The	strategy	includes	gradually	changing	the	franchiser’s	name	to	KFC,	
reducing	dependence	on	the	word	“fried”	and	adding	grilled,	broiled	and	baked	chicken	
items	to	the	menu.	
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Activity	6.3

A	friend	of	yours	has	opened	a	small	grocery	store	in	a	wealthy	suburb.	Advise	him	on	
the	dangers	of	poor	positioning.

8Feedback

Positioning	assumes	that	consumers	compare	products	on	the	basis	of	important	features.	
Marketing	efforts	that	emphasise	irrelevant	features	are	therefore	likely	to	fail.	Effective	
positioning	 requires	 an	 assessment	 of	 the	 positions	 occupied	 by	 competing	 products,	
determining	the	important	dimensions	underlying	these	positions,	and	choosing	a	position	
in	the	market	where	the	firm’s	marketing	efforts	will	have	the	greatest	impact.

If	all	competitors	in	the	suburb	are	charging	a	high	price	for	their	products,	you	would	need	
to	have	a	clear	strategic	price	planning	on	how	to	confront	that	problem.	It	has	been	argued	
that	the	position	of	a	product	is	its	real	source	of	competitive	power	and	the	key	to	product	
success,	and	that	an	effective	positioning	strategy	is	critical	to	the	accomplishment	of	the	firm’s	
marketing	and	business	objectives.

Failure	to	select	a	desired	position	in	the	market	and	to	develop	a	marketing	action	plan	
designed	to	achieve	and	hold	this	position	may	result	in	one	of	several	undesirable	outcomes.

6.5	 SelF-ASSeSSmeNT	qUeSTIoNS
Before	tackling	the	next	study	unit,	answer	the	following	questions:

(1)	 	What	 segmentation	 variables	 are	 used	 to	 identify	 the	 target	 market	 of	 an	
organisation?

(2)	 	Against	 the	 background	 of	 your	 knowledge	 of	 common	 positioning	 errors	
committed	by	an	organisation,	identify	the	common	positioning	errors	that	an	
organisation	should	be	aware	of	in	product	positioning	activity.

(3)	 	As	the	product	manager	of	Revlon’s	beauty	and	cosmetics	products,	suggest	bases	
for	product	positioning	methods	you	would	use	to�differentiate	the	company’s	
products.�

(4)	 Discuss	the	steps	in	the	evaluation	of	a	potential	target	market.
(5)	 Discuss�the	seven-step	approach	that	can	be	adopted	when	positioning	brands.

6.6	 ReFlecTIoN
Before	tackling	the	next	study	unit,	reflect	on	the	following	questions:

(1)	 Where	in	your	professional	life	do	you	think	you	would	be	able	to	use	the	skills	you	
acquired	in	this	study	unit?

(2)	 What	did	you	find	difficult?		Why	do	you	think	you	found	it	difficult?		Do	you	understand	
it	now	or	do	you	need	more	help?		What	are	you	going	to	do	about	it?

(3)	 What	did	you	find	interesting	in	this	study	unit?		Why?
(4)	 How	long	did	you	take	to	work	through	this	study	unit?		Are	you	still	on	schedule	or	

do	you	need	to	adjust	your	study	programme?
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6.7	 coNclUSIoN
It	is	important	for	marketers	to	understand	the	market	correctly	so	that	when	
they	segment	the	market,	they	will	do	so	with	a	clear	knowledge	of	all	the	
factors	involved.	The	success	of	marketing	management	will	depend	on	its	
ability	to	select	profi	table	target	markets	in	an	ever-changing	marketing	
environment,	as	well	as	its	ability	to	satisfy	the	needs	of	the	chosen	target	
market.	

The	next	topic	deals	with	the	elements	of	the	marketing	mix.
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ToPIc	4

The	elements	of	the	marketing	mix

AIm
The	aim	of	this	topic	is	to	introduce	you	to	the	elements	of	the	marketing	mix.	Secondary	
aims	are	to	acquaint	you	with	the	different	decisions	that	are	available	to	marketers	
for	each	marketing	instrument	and	the	principles	guiding	these	decisions	to	help	the	
organisation	differentiate	its	product	or	service	in	the	competitive	market.

LEArninG�outcoMES
After	studying	this	topic,	you	should	be	able	to

•	 explain	the	differentiation	characteristics	and	classifications	of	products	and	services
•	 explain	the	different	product	and	service	decisions	relating	to	product	attributes,	

branding,	packaging,	labelling	and	product	support	services
•	 explain	the	different	product	and	service	decisions	relating	to	product	line	decisions
•	 describe	the	new	product	development	process
•	 illustrate	the	different	packaging	and	labelling	decisions
•	 explain	the	cost	constraints	on	pricing	and	the	selection	of	an	estimated	price	level
•	 discuss	the	various	tactical	pricing	decision	options
•	 describe	the	different	distribution	channels	and	degrees	of	market	coverage
•	 describe	the	different	factors	influencing	the	selection	of	an	appropriate	distribution	

channel
•	 describe	the	application	of	each	of	the	elements	of	integrated	marketing	communication
•	 describe	the	marketing	application	of	people,	processes	and	physical	evidence
•	 illustrate	the	importance	of	the	addition	of	people	processes	and	physical	evidence	

to	the	traditional	four	marketing	instruments
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STUDY	UNIT	7

PRODUCT	DECISIONS	

INTRoDUcTIoN
The	product	is	very	much	at	the	heart	of	any	business	because	it	actually	represents	
the	reason	for	the	existence	of	the	business	and	the	instruments	that	will	be	used	to	
satisfy	the	needs	of	its	customers	and	actually	earn	income	for	the	business.	Over	time,	
the	brand	under	which	a	product	is	marketed	can	build	up	a	good	reputation	and	
association,	resulting	in	brand	loyalty.	By	the	same	token,	a	certain	personality	may	
come	to	be	associated	with	a	brand,	resulting	in	it	being	handled	as	a	real	person	with	a	
likable	personality.		A	product	will	develop	a	certain	personality,	image	and	positioning	
whether	or	not	this	is	intended	by	the	business.	It	is	therefore	vital	for	the	business	to	
know	how	to	steer	the	positioning	of	the	brand	into	an	area	that	will	be	an	advantage	
to	the	business.	In	this	way,	the	business	enhances	the	monetary	value	of	the	brand.	This	
is	referred	to	as	brand	equity.	

Key�concepts

overview�of�this�unit

7.1� the�difference�between�a�product�and�a�service

7.2� Levels�of�products�and�services

7.3� Product�and�service�classifications

7.4� Product�and�service�decisions

7.5� new�product�development

7.6� Branding

7.7� Packaging

7.8� Labelling

7.9� Self-assessment�questions

7.10� reflection

7.11� conclusion

Key	concepts

•	 product	and	services
•	 levels	of	products	and	services
•	 product	and	service	classification
•	 branding
•	 packaging
•	 labelling
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GEttinG�An�oVErViEW
This	study	unit	deals	with	the	product	decisions	that	marketers	are	interested	in.	We	will	
look	at	how	enterprises	develop	and	manage	products	or	services.	Bear	in	mind	that	the	
marketing	mix	consist	of	the	four	P’s	(product,	place,	promotion	and	price).		The	product	
or	service	is	usually	the	starting	point	of	the	marketing	mix	,	and	it	is	therefore	necessary	
to	define	these	terms.	

This	study	unit	will	focus	on	the	following	main	topics:

•	 the	product	or	service	and	how	it	affects	the	enterprise’s	marketing	strategy
•	 how	marketers	make	product	and	service	decisions,	individual	decisions,	product	line	

decisions	and	product	mix	decisions

You	will	need	approximately	two	hours	to	work	through	this	study	unit	and	ensure	that	
you	understand	the	topics	covered.

This	study	unit	unfolds	as	follows:

Product	or	service

What	is	a	product	or	service?

Levels	of	product	and	service

Product	and	service	classification

Product	and	service	decisions

New	product	development

Product	life

Branding
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7.1	 THe	DIFFeReNce	beTWeeN	A	PRoDUcT	AND	A	SeRVIce

(Study	this	section	in	the	prescribed	book.)

Note	that	the	concept	of	a	product	or	service	is	any	tangible	commodity	that	that	can	be	
exchanged	for	cash	in	order	to	satisfy	the	needs	and	desires	of	the	customers.	

A	product	is	more	than	a	just	a	tangible	good.	It	can	also	be	a	physical	object,	idea	or	
enterprise,	and	may	include	products	such	laptops,	LCD	television	sets,	motor-cars,	food,	
maintenance,	dental	and	educational	services.

A	service	is	a	form	of	product	that	consists	of	activities,	benefits	or	satisfaction	offered	for	
sale	that	are	essentially	intangible,	inseparable,	perishable,	heterogeneous	and	owned.	
An	example	of	a	service	enterprise	is	a	hair	salon,	a	real	estate	firm	or	a	bank.	

7.2	 leVelS	oF	PRoDUcTS	AND	SeRVIceS

(Study	this	section	in	the	prescribed	book.)

In	this	section,	all	you	need	to	understand	is	that	marketers	must	think	about	products	
at	three	levels	(see�fig�4.1�in�the�prescribed�book).	Each	level	adds	value	to	customers.	

•	 The	most	basic	level	represents	core	benefits,	which	addresses	the	question	of	“What	
is	the	customer	buying?”

•	 At	the	second	level,	the	core	benefit	is	made	visible	in	terms	of	the	physical	attributes	
of	the	actual	product.	Marketers	must	develop	product	and	service	features,	design,	
quality	level,	brand	name,	labelling	and	packaging.

•	 	At	the	third	level,	the	value	of	this	is	enhanced	by	adding	intangible	features	(in	the	
form	of	customer	services	and	benefits)	to	the	physical	and	core	product	to	form	an	
augmented	feature.	These	features	may	include	warranties,	credit,	delivery,	installation,	
user	training	and	aftersales	service.

For	example,	Xerox	produces	and	distributes	photocopy	machines,	printers,	scanners	and	
provides	aftersales	services	such	as	installations,	delivery	and	product	training.

7.3	 PRoDUcT	AND	SeRVIce	clASSIFIcATIoNS

(Study	this	section	in	the	prescribed	book.)

Products	and	services	are	a	classified	into	two	categories:	consumer	products	and	industrial	
products.	
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•	 Consumer	products	 include	convenience	products,	shopping	products,	specialty	
products	and	unsought	products.	Examples	of	consumer	goods	are	juice,	bread	rolls,	
ice-cream,	shoes	and	so	forth.	

•	 Industrial	products	include	materials	and	parts,	capital	items	and	supplies	and	services.	
Examples	of	industrial	goods	are	printing	machines,	lathes,	earth-moving	graders	
and	so	on.

7.4	 PRoDUcT	AND	SeRVIce	DecISIoNS

(Study	this	section	in	the	prescribed	book.)

Product	and	service	decisions	are	of	vital	importance.	Marketers	make	product	and	services	
decisions	at	three	levels,	namely	individual	product	decisions,	product	line	decisions	and	
product	mix	decisions:

•	 Individual	product	decisions	focus	on	decisions	about	product	attributes,	branding,	
packaging,	labelling	and	product	support	services.

•	 Product	line	decisions	include	decisions	about
	 –	 the	product	line	length
	 –	 	the	number	of	items	in	the	product	line	(product	line	length	is	influenced	by	

enterprise	goals	and	resources)
	 -	 	product	line	stretching,	which	occurs	when	an	enterprise	lengthens		its	product	

lines	beyond	its	current		range
•	 The	product	mix	consists	of	all	major	product	lines	and	items	that	marketers	offer	for	

sale.		Product	mix	width	refers	to	the	number	of	different	product	lines	the	enterprise	
carries.	An	example	of	a	product	mix	is	that	of	BIC,	which	consists	of	stationery,	lighters	
and	shavers.

Product	line	refers	to	the	number	of	versions	offered	of	each	product	line.	An	example	of	
a	product	line	is	BIC’s	stationery	product	line	which	offers	pens	and	pencils	for	marking,	
colouring	in	and	drawing.

Finally,	the	consistency	of	the	product	mix	refers	to	how	closely	related	various	product	
lines	are	in	the	end	use.	An	example	would	be	building	equipment	such	as	doors,	bricks,	
sand,	cement,	paint	and	door	locks.

7.5	 NeW	PRoDUcT	DeVeloPmeNT

(Study	this	section	in	the	prescribed	book.)

This	section	deals	with	the	process	of	new	product	development.	By	new	products	we	
mean	original	products,	product	development,	product	modifications	and	new	products.		
The	process	entails		the	following	stages:
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•	 Idea	generation.	In	this	stage,	an	enterprise	has	to	generate	many	ideas.	The	sources	
of	new	product	ideas	may	be	internal	and/or	external.

•	 Idea	screening.	During	this	stage,	good	ideas	are	identified	and	poor	ones	discarded.
•	 Concept	development.	This	stage	entails	providing	a	detailed	version	of	the	new	product	

idea.
•	 Marketing	strategy	development.	This	stage	involves	designing	an	initial	marketing	

strategy	for	a	new	product	based	on	the	product	concept.
•	 Business	analysis.	This	stage	involves	projections	of	the	sales,	costs	and	profits	for	a	

new	product.
•	 Product	development.	This	stage	involves	developing	the	product	concept	into	a	physical	

product	to	ensure	that	the	product	idea	turns		into	a	workable	product.
•	 Test	marketing.	This	stage	involves	offering	a	product	for	sale	in	a	limited		geographic	

area	for	a	specified	time	and	measuring	sales	and	costs.
•	 Commercialisation.	This	entails	introducing	a	new	product	in	the	market.

Activity	7.1

You	are	the	marketing	manager	of	Mzanzi	Technology	and	are	responsible	for	generating	
new	product	ideas.	How	would	you	structure	your	new	product	development		process?

9Feedback

Here	you	may	have	thought	about	the	following	points:

Given	the	rapid	changes	in	technology	and	competition,	Mzanzi	could	obtain	new	products	
through	 new-product	 development	 in	 the	 company’s	 own	 research	 and	 development	
department.	An	example	of	a	new	product	idea	could	be	a	hi-tech	PC	with	latest	the	latest	
technology	and	dynamic	features.	Use	all	the	processes	involved	in	new	product	development.

7.6	 bRANDING

(Study	this	section	in	the	prescribed	book.)

Branding	is	important.	A	brand	is	a	name,	term,	sign,	symbol	or	design	intended	to	identify	
the	goods	or	services	of	one	seller	or	group	of	sellers	to	differentiate	them	from	those	of	
competitors.	The	following	are	examples	of	brands:

																										



	 81	 MNM2601/1

Marketers	use	branding	to	differentiate	their	products	or	services	from	those	of	competitors.	
Branding	has	three	main	purposes,	namely	to	identify	a	product,	encourage	repeat	sales	
and	enhance	new	product	sales.

Marketers	are	often	faced	with	complex	branding	decisions	relating	to	whether	or	not	to	
brand	a	product.	Some	marketers	actually	do	not	use	branding	as	a	selling	point.	These	
unbranded	products	are	called	generic	products.

Types	of	brand	available	for	marketers	are	manufacturers’	brands	versus	private	brands	
and	individual	brands	versus	family	brands.

7.7	 PAcKAGING

(Study	this	section	in	the	prescribed	book.)

Packaging	involves	the	activities	of	designing	and	producing	the	container	or	wrapper	for	
a	product.	Study	the	functions	of	packaging	that	are	available	to	marketers.	You	should	
be	able	to	discuss	various	types	of	packaging	and	make	suggestions	on	what	types	of	
package	would	be	appropriate	for	certain	types	of	product.	The	following	are	examples	
of	food	packaging:

											 	

7.8	 lAbellING

(Study	this	section	in	the	prescribed	book.)

The	purpose	of	this	section	is	to	highlight	the	importance	of	labelling.	Marketers	can	use	
labelling	to	identify	the	product	or	brand.	Labels	are	also	used	to	describe	the	product’s	
contents	and	promote	the	product.

Activity	7.2

Ms	Peterson	is	the	new	marketing	manager	at	Unilever.	The	company	has	recently	
introduced	a	new	washing	powder	with	a	different	fragrance	and	the	power	to	remove	
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stains.	This	washing	powder	is	available	for	both	machine	and	hand	washing.	Advise	Ms	
Peterson	how	she	should	brand,	package	and	label	the	washing	powder.

10Feedback

You	would	probably	have	included	the	following	points	in	your	answer:

	• the	importance	of	branding
	• the	role	that	branding	plays	in	a	product
	• the	name,	symbol	and	design	of	the	brand
	• the	type	of	brand	such	as	manufacturers’	brands	versus	private	brands	and	individual	

versus	family	brands.
Packaging	would	be	a	vital	factor	in	the	design	of	the	washing	powder,	and	would	include	
decisions	about	the	colour	of	the	container	and	whether	it	should	be	made	of	paper	or	plastic.		

Labels	also	play	a	crucial	role,	and	should	include	instructions	on	how	to	open	the	package,	
how	to	use	the	washing	powder,	warning	signs,	a	toll-free	number	for	assistance,	a	bar-code,	
the	mass	of	the	package	and	the	contents	of	the	washing	powder.

7.9	 SelF-ASSeSSmeNT	qUeSTIoNS
The	following	questions	are	excellent	examples	of	what	you	can	expect	in	the	examination.		
Work	through	them	carefully	and	compare	your	answers	with	the	feedback	in	the	
prescribed	book.

(1)	 Briefly	discuss	the	differences	between	a	product	and	a	service.
(2)	 Discuss	the	different	levels	of	products	and	services.
(3)	 Explain	product	and	service	classifications.
(4)	 Briefly	discuss	the	stages	involved	in	the	new	product	development	process.
(5)	 Briefly	discuss	branding,	packaging	and	labelling.

7.10	 ReFlecTIoN
Before	tackling	the	next	study	unit,	reflect	on	the	following	questions:

(1)	 Where	in	your	professional	life	do	you	think	you	would	be	able	to	use	the	skills	you	
acquired	in	this	study	unit?

(2)	 What	did	you	find	difficult?		Why	do	you	think	you	found	it	difficult?		Do	you	understand	
it	now	or	do	you	need	more	help?		What	are	you	going	to	do	about	it?

(3)	 What	did	you	find	interesting	in	this	study	unit?		Why?
(4)	 	How	long	did	you	take	to	work	through	this	study	unit?		Are	you	still	on	schedule	or	

do	you	need	to	adjust	your	study	programme?
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7.11	 coNclUSIoN
This	study	unit	defi	ned	a	product	and	a	service	and	discussed	the	diff	erent	
levels	of	products	and	services,	and	the	product	and	service	classifi	cations.	
New	product	development	and	the	product	life	cycle	were	also	touched	on.		
You	should	be	able	to	describe	each	of	these	concepts	and	make	suggestions	
on	how	marketers	can	use	them.	The	next	study	unit	looks	at	the	pricing	of	
the	product	off	ering.
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STUDY	UNIT	8

PRICING	DECISIONS

INTRoDUcTIoN
When	marketers	talk	about	what	they	do	as	part	of	their	responsibilities	for	marketing	
products	or	services,	the	tasks	associated	with	setting	prices	are	often	not	at	the	top	
of	the	list.	Marketers	are	far	more	likely	to	discuss	the	activities	relating	to	promotion,	
product	development,	market	research	and	other	tasks	that	are	viewed	as	the	more	
interesting	and	exciting	parts	of	the	job.	Price	decisions	are	also	frequently	entrusted	to	
cost	accountants	and	top	management,	but	as	you	will	see	in	this	study	unit,	there	are	
areas	of	pricing	that	are	part	of	the	marketer’s	responsibility.	

Pricing	decisions	can	have	significant	consequences	for	the	marketing	organisation,	and	
the	attention	a	marketer	focuses	on	pricing	is	just	as	important	as	what	he	or	she	puts	
into	the	more	recognisable	marketing	activities.		Price	is	the	only	marketing	instrument	
that	is	directly	related	to	income	figures,	while	all	the	other	marketing	instruments	entail	
only	those	expenses	that	must	be	funded	by	money	earned	through	the	price	tag.

Key�concepts

Getting�an�overview

8.1� the�importance�of�pricing

8.2� cost�constraints�and�price�objectives

8.3� Selecting�an�estimated�price�level

8.4� tactical�pricing�decisions

8.5� Self-assessment�questions

8.6� reflection

8.7� conclusion

Key	concepts

•	 pricing
•	 price	objectives
•	 profit-oriented	objectives
•	 sales-oriented	objectives
•	 status	quo	objectives
•	 fixed	costs
•	 variable	costs
•	 price	skimming
•	 penetration	pricing
•	 prestige	pricing



	 85	 MNM2601/1

•	 odd-even	pricing
•	 cost-plus	pricing

GEttinG�An�oVErViEW
This	study	unit	deals	with	the	topic	of	pricing	decisions	that	marketers	are	interested	in.	
We	will	look	at	the	way	in	which	marketers	set	prices	for	product	offerings.	Price	means	
one	thing	to	the	consumer	and	something	else	to	the	marketer.	To	the	consumer	it	is	
cost	of	the	goods	sold,	whereas	to	the	marketer,	it	is	the	primary	source	of	revenue.		We	
will	examine	the	importance	of	pricing,	cost	constraints	and	how	marketers	set	pricing	
goals,	the	selection	of	estimated	price	level,	and	lastly,	pricing	decisions.

The	focus	of	this	study	unit	is	on	the	following	main	topics:

•	 the	importance	of	pricing	and	how	it	affects	an	enterprise’s	marketing	strategy
•	 how	marketers	set	pricing	goals,	select	price	level	and	make	pricing	decisions

You	will	need	approximately	two	hours	to	work	through	this	study	unit	and	ensure	that	
you	understand	the	topics	covered.

This	study	unit	unfolds	as	follows:

Pricing	decisions

The	importance	of	pricing

Cost	constraints	and	price	objectives

The	selection	of	an	estimated	price

Tactical	pricing	decisions



86

8.1	 THe	ImPoRTANce	oF	PRIcING

(Study	this	section	in	the	prescribed	book.)

Pricing	plays	a	major	role	in	marketing.	Price	should	not	be	seen	in	isolation	and	should	
be	combined	with	other	elements	of	the	marketing	mix.	An	understanding	of	how	to	set	
prices	is	a	vital	aspect	of	marketing	decisionmaking.

Pricing	influences	how	much	of	a	product	or	service	consumers	or	buyers	will	purchase.	
Consumers	look	for	a	price	that	reflects	the	benefits	they	think	they	will	receive	from	the	
product	or	service.		Prices	also	determine	whether	selling	the	product	or	service	will	be	
profitable	for	the	marketer.

Price	means	many	things	to	many	people	and	can	take	on	many	forms.	To	consumers,	it	
represents	the	amount	of	money	they	pay	for	products	or	services	and	thus	for	the	need	
satisfaction	they	receive.

8.2	 coST	coNSTRAINTS	AND	PRIce	objecTIVeS

(Study	this	section	in	the	prescribed	book.)

Bear	in	mind	that	the	product	price	must	cover	the	cost	of	production	and	marketing.	The	
selling	price	of	a	product	is	affected	by	the	cost.	Cost		will	differ	from	product	to	product.	

The	following,	namely	total,	fixed	and	variable	costs,	are	of	the	main	types	of	cost	in	
pricing	decisions:

•	 Total	cost	refers	to	the	total	expenses	incurred	by	an	enterprise	in	producing	and	
marketing	the	product.	Total	cost	is	the	sum	of	fixed	and	variable	cost.	

•	 The	fixed	costs	of	an	enterprise	remain	unchanged	in	total,	over	a	certain	period	of	time.	
•	 Variable	costs	are	expenses	to	the	enterprise	that	differ	directly	according	to	the	

quantity	of	the	product	or	service	manufactured	and	sold.

Price	objectives	are	normally	pursued	over	the	long	term,	and	in	the	short	term,	serve	
as	a	frame	of	reference	for	decisions	on	the	selling	price.	Price	objectives	are	classified	as	
profit,	sales	and	status	quo	objectives.

Activity	8.1

Assume	that	you	are	the	principal		of	the	local	business	college.	For	the	past	two	years,	
enrolments	have	declined		steadily	at	a	rate	of	10%	per	annum.	You	suspect	that	raising	
the	tuition	fees	may	only	worsen	the	situation.	What	type	of	cost	should	you	consider	
before	you	make	your	decision?
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11Feedback

Your	answer	probably	included	the	following	points:

Costs	determine	the	floor	price	the	Business	College	can	charge.	The	business	college	may	
want	to	charge	tuition	fees	that	cover	all	its	study	material	cost,	rental	costs,	salaries	and	so	
forth.	The	college	may	also	want	to	become	the	low-cost	institution	in	the	education	industry.	
An	institution	with	lower	costs	can	set	lower	tuition	fees	which	will	result	in	more	enrolment	
and	profits.

8.3	 SelecTING	AN	eSTImATeD	PRIce	leVel

(Study	this	section	in	the	prescribed	book.)

Marketers	generally	have	a	good	idea	of	the	actual	costs	of	producing	and	selling	products	
and	services.	After	considering	the	price	constraints	and	price	objectives,	the	intention	is	to	
arrive	at	a	basic	price	for	the	product	or	service.	Given	the	complexity	of	the	considerations	
involved	in	setting	a	price,	marketers	often	rely	on	rule	of	thumb	to	set	prices.

Marketers	must	consider	the	following	four	basic	method	of	selecting	price	levels:	demand-
based,	cost-based,	profit-based	and	competition-based	methods.	These	methods	may	
enable	the	market	to	select	an	appropriate	price	method.

8.4	 TAcTIcAl	PRIcING	DecISIoNS

(Study	this	section	in	the	prescribed	book.)

In	the	introductory	stage	of	product	life	cycle,	marketers	may	choose

•	 a	price	skimming	strategy	by	pricing	high	to	make	a	profit	in	a	short	period
•	 a	penetration	strategy	by	pricing	low		in	order	to	increase	unit	volume

8.5	 SelF-eVAlUATIoN	qUeSTIoNS
The	following	questions	are	excellent	examples	of	what	you	can	expect	in	the	examination.		
Work	through	them	carefully	and	compare	your	answers	with	the	feedback	in	the	
prescribed	book.

(1)	 Briefly	discuss	the	meaning	of	pricing.
(2)	 Discuss	the	different	types	of	price	objectives.
(3)	 Explain	product	and	service	classifications.
(4)	 Briefly	discuss	four	methods	of	selecting	a	price	level.
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8.6	 ReFlecTIoN
Before	tackling	the	next	study	unit,	refl	ect	on	the	following	questions:

(1)	 Where	in	your	professional	life	do	you	think	you	would	be	able	to	use	the	skills	you	
acquired	in	this	study	unit?

(2)	 What	did	you	fi	nd	diffi		cult?		Why	do	you	think	you	found	it	diffi		cult?		Do	you	understand	
it	now	or	do	you	need	more	help?		What	are	you	going	to	do	about	it?

(3)	 What	did	you	fi	nd	interesting	in	this	study	unit?		Why?
(4)	 How	long	did	you	take	to	work	through	this	study	unit?		Are	you	still	on	schedule	or	

do	you	need	to	adjust	your	study	programme?

8.7	 coNclUSIoN
This	study	unit	briefl	y	discussed	the	importance	of	costs	and	the	price	
objectives	that	marketers	should	consider.	We	also	explained	how	marketers	
select	the	basic	price	for	the	product	or	service.	The	study	unit	concluded	
with	a	discussion	of	how	marketers	arrive	at	making	price	decisions.	

The	next	study	unit	deals	with	distribution	decisions	as	part	of	the	marketing	mix.	
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STUDY	UNIT	9

DISTRIBUTION	DECISIONS

introduction
Distribution	decisions	focus	on	establishing	a	system	that	primarily	allows	customers	
to	gain	access	to	and	purchase	a	marketer’s	product.	However,	the	decisions,	tasks	and	
activities	included	in	distribution	are	complicated,	time	consuming	and	expensive.	The	
bottom	line	is	that	a	marketer’s	distribution	system	must	be	both	effective	(ie	delivering	
a	good	or	service	to	the	right	place,	in	the	right	amount	and	in	the	right	condition)	and	
efficient	(ie	delivering	it	at	the	right	time	and	at	the	right	cost).	However,	as	we	will	see,	
achieving	these	goals	takes	considerable	effort.

Key�concepts

Getting�an�overview

9.1� the�meaning�and�role�of�distribution

9.2� the�management�of�distribution�and�basic�decisions

9.3� indirect�channels

9.4� retail�and�direct�marketing

9.5� Self-assessment�questions

9.6� reflection

9.7� conclusion

Key	concepts

•	 meaning	of	distribution
•	 role	of	distribution
•	 intensive	distribution
•	 selective	distribution
•	 exclusive	distribution
•	 physical	distribution
•	 warehousing
•	 inventory	management
•	 retailing
•	 direct	marketing
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GEttinG�An�oVErViEW
This	study	unit	deals	with	distribution	decisions	that	marketers	have	to	make.	We	will	
look	at	how	businesses	manage	the	distribution	of	products	or	services	as	well	as	the	
meaning	and	role	of	distribution,	selection	of	distribution	channels	and	intermediaries,	
the	intensity	of	distribution	and	physical	distribution	and	retail	and	direct	marketing

The	focus	of	this	study	unit	is	on	the	following	main	topics:

•	 distribution	decisions	and	how	they	affect	the	marketing	strategy	of	the	enterprise
•	 how	marketers	make	distribution	decisions	based	on	two	broad	activities	–	transaction	

flow	and	physical	flow

You	will	need	approximately	two	hours	to	work	through	this	study	unit	and	ensure	that	
you	understand	the	topics	covered.

This	study	unit	unfolds	as	follows:

Distribution	decision

The	meaning	and	role	of	distribution

The	management	of	distribution:	
selection	of	distribution	channels	

and	intermediaries,	intensity	of	
distribution	and	physical	distribution

Retail	and	direct	marketing
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9.1	 THe	meANING	AND	Role	oF	DISTRIbUTIoN

(Study	this	section	in	the	prescribed	book.)

Distribution	focuses	on	making		products	or	services	available	to	the	customers	where	and	
when	they	want	them	in	order	to	fulfil	their	needs.	Distribution	decisions	cover	various	
decisions	about	the	management	of	the	supply	chain.

Distribution	is	the	marketing	instrument	that	delivers	the	products	to	the	final	consumers,	
and	it	is	the	only	way	to	make	goods	and	services	available	to	them.		An	example	of	
consumer	goods	distributing	company	is	Unilever,	which	distributes	Sunlight	detergent,	
Omo	washing	powder,	spices	and	a	range	of	other	products.

9.2	 THe	mANAGemeNT	oF	DISTRIbUTIoN	AND	bASIc	
DecISIoNS

(Study	this	section	in	the	prescribed	book.)

Two	channels	are	available	to	distribute	goods	and	services	to	final	consumers,	namely	
the	direct	and	indirect	distribution	channel,	as	explained	below.	

(1)	 	Direct	channel.	An	enterprise	may	decide	to	use	a	direct	channel	of	distribution,	which	
means	that	it	distributes	directly	to	its	final	consumers.	An	example	is	a	commercial	
farmer	selling	vegetables	directly	to	his	final	customers.

(2)	 	Indirect	channel.	The	manufacturer		may	decide	to	distribute	goods	through	retailers.	
An	example	is	a	retail	store	like	Pick	n	Pay.

	

9.3	 INDIRecT	cHANNelS
Manufacturers	mostly	distribute	their	products	indirectly	through	middlemen	such	as	
wholesalers,	retailers	and	agents.	Unilever	is	one	such	example,	which	sells	its	fast-moving	
consumer	goods	such	as	washing	soap,	bath	soap	and	so	on,	through	wholesalers	such	
as	Makro	and	Metro	Cash	and	Carry.	It	is	often	difficult	to	decide	on	a	particular	indirect	
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channel	because	cost	and	market	coverage	must,	for	example,	be	weighed	up	against	
each	other.		The	concept	of	market	distribution	is	explained	below.

There	are	three	basic	types	of	market	distribution,	namely	intensive,	selective	and	exclusive	
distribution.

•	 Intensive	distribution	is	the	maximum	exposure	that	the	manufacturer	may	require	
for	goods	and	services.	Products	such	as	bread	and	milk	require	intensive	distribution.	

•	 Selective	distribution	involves	a	few	outlets.	Selective	distribution	would	be	used	for	
shopping	goods	such	as	clothes,	furniture	and	appliances.

•	 Exclusive	distribution:	involves	only	selected	outlets.	Products	such	as	designer	clothes,	
investment	cars	and	works	of	art	would	be	distributed	through	exclusive	outlets.

Marketers	need	to	take	various	factors	into	consideration	when	selecting	a	distribution	
channel.	These	include	environmental	factors,	market	factors,	intermediaries,	manufacturers	
and	product	factors.

Once	a	marketer	has	decided	on	a	suitable	channel	to	distribute	its	goods,	it	will	need	to	
decide	on	the	degree	of	market	coverage.

9.4	 ReTAIl	AND	DIRecT	mARKeTING

(Study	this	section	in	the	prescribed	book.)

Retailers	are	classified	in	various	ways,	namely	according	to	the	amount	of	service	–	self-
service,	limited	service	and	full	service.	Classification	is	also	according	to	product	lines	
(assortment)	–	speciality	stores,	department	stores,	supermarkets	and	convenience	
stores.	A	third	classification	is	according	to	relative	prices	–	discount	stores	and	off-price	
factory	shops.		The	last	classification	is	according	to	retail	organisation	–	corporate	chains,	
voluntary	chains	and	franchise	operations.	Other	methods	used	to	classify	retailers	are	
the	store	cluster	–	the	local	centre,	neighbourhood	shopping	centre	and	community	
shopping	centre.	Nonstore	retailing	includes	electronic	retailing,	catalogue	and	direct-
mail	retailing,	direct	selling,	online	shopping,	automatic	vending	and	television	home	
shopping.	Familiarise	yourself	with	the	above	retail	classifications.

Retail	innovation	is	the	result	of	intensive	competition	when	retailers	attempt	to	differentiate	
their	business	from	those	of	their	competitors.		The	reasons	for	the	evolution	of	retailing	
in	South	Africa	are	important.	See	figure	10.2	in	the	prescribed	book	for	a	brief	discussion	
of	retail	innovation.

You	 also	 need	 to	 understand	 the	 trends	 in	 South	 African	 retailing,	 which	 include	
outshopping,	diversification	and	the	strength	of	the	informal	sector.

Direct	marketing	is	a	vital	element	in	the	marketing	communication	mix	and	its	use	has	
increased	substantially	in	the	past	few	years.	There	are	various	media	and	techniques	
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for	direct	marketing,	namely	direct	mail,	telemarketing,	mail	order	and	direct	response	
advertising.

Activity	9.1

Ms	Peterson	is	the	new	marketing	manager	at	Unilever,	which	recently	introduced	a	new	
washing	powder.	Advise	Ms	Peterson	on	how	she	should	manage	the	distribution	of	the	
washing	powder.

12Feedback

You	may	have	included	the	following	points	in	your	answer:

You	should	have	mentioned	the	importance	of	the	distribution	of	the	washing	powder.	You	
should	advise	Ms	Peterson	on	choosing	a	channel		through	which	the	washing	powder	can	be	
sold.		Consider	the	decisions	relating	to	the	criteria	to	be	used	in	selecting	the	right	distribution	
decision,	and	also	looking	at	the	degree	of	market	coverage	needed	to	make	the	washing	
powder	a	success	in	the	marketplace.			

Look	at	various	factors	that	Ms	Peterson	should	take	into	account	when	selecting	a	distribution	
channel,	namely	environmental	factors,	market	factors,	intermediaries,	manufacturers	and	
product	factors.		

Should	she	use	middlemen	such	as	wholesalers	and	retailers	to	make	the	washing	powder	
available	to	the	final	consumers?	What	is	the	financial	strength	of	wholesalers	and	retailers.	
Decide	on	the	best	intermediaries	to	be	used	if	they	are	available.	Information	on	the	financial	
position,	quality	of	management	and	location	of	the	middlemen	would	be	important	for	
Unilever.

Also	advise	Ms	Peterson	on	the	various	options	for	distribution	intensity,	namely	intensive,	
selective	and	exclusive	distribution.

9.5	 SelF-ASSeSSmeNT	qUeSTIoNS
The	following	exercises	are	excellent	examples	of	what	you	can	expect	in	the	examination.		
Work	through	them	carefully	and	compare	your	answers	with	the	feedback	in	the	
prescribed	book.

(1)	 Briefly	discuss	the	meaning	and	role	of	distribution.
(2).	 Discuss	the	factors	to	consider	when	selecting	a	distribution	channel.
(3)	 Explain	the	options	for	intensity	of	distribution.
(4)	 Briefly	discuss	various	methods	used	to	classify	retailers.	
(5)	 Explain	the	two	fundamental	decisions	that	need	be	made	about	distribution.
(6)	 	Describe	the	different	indirect	channels	and	indicate	how	a	marketer	is	supposed	

to	choose	between	these	channels.
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9.6	 ReFlecTIoN
Before	tackling	the	next	study	unit,	refl	ect	on	the	following	questions:

(1)	 Where	in	your	professional	life	do	you	think	you	would	be	able	to	use	the	skills	you	
acquired	in	this	study	unit?

(2)	 What	did	you	fi	nd	diffi		cult?		Why	do	you	think	you	found	it	diffi		cult?		Do	you	understand	
it	now	or	do	you	need	more	help?		What	are	you	going	to	do	about	it?

(3)	 What	did	you	fi	nd	interesting	in	this	study	unit?		Why?
(4)	 How	long	did	you	take	to	work	through	this	study	unit?		Are	you	still	on	schedule	or	

do	you	need	to	adjust	your	study	programme?

9.7	 coNclUSIoN
This	study	unit	dealt	with	the	meaning	and	role	of	distribution	of	products	or	
services.	We	also	looked	at	the	management	of	distribution	and	the	factors	
that	infl	uence	the	choice	of	a	distribution	channel.

The	next	study	unit	focuses	on	marketing	communication	decisions,	including	
integrated	marketing	communication.
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STUDY	UNIT	10	

INTERGRATED	MARKETING	COMMUNICATION

INTRoDUcTIoN
Organisations	can	communicate	the	value	of	their	product	or	service	offering	to	their	
customers,	where	they	can	find	it	and	how	much	it	will	cost.	Alternatively,	they	can	offer	
special	promotions	of	products,	offering	discounts,	invitations	to	enter	competitions	and	
special	prices.		Some	organisations	use	sales	consultants	as	the	primary	medium	for	selling	
their	products	and	services,	especially	in	the	business	to	business	(B2B)	category.	Certain	
products	are	predominantly	sold	via	catalogues	on	TV,	where	there	is	direct	communication	
with	potential	customers.		There	are	five	elements	of	marketing	communication	available	
to	organisations	for	communicating	with	the	public.

Key�concepts

Getting�an�overview

10.1� the�nature�and�development�of�integrated�marketing�communication

10.2� the�marketing�communication�model�and�the�hierarchy�of�effects�model

10.3� the�marketing�communication�mix

10.4� Self-assessment�questions

10.5� reflection

10.6� conclusion
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Key	concepts

•	 integrated	communication
•	 advertising
•	 sales	promotion
•	 publicity
•	 public	relations
•	 personal	selling
•	 direct	marketing
•	 marketing	communication	mix

GEttinG�An�oVErViEW
In	simple	terms,	integrated	marketing	communication	can	be	defined	as	“a	cross-functional	
process	for	creating	and	nourishing	profitable	relationships	with	customers	and	other	
stakeholders	by	strategically	controlling	or	influencing	all	messages	sent	to	these	groups	
and	encouraging	data-driven,	purposeful	dialogue	with	them”.

You	will	need	approximately	two	hours	to	work	through	this	study	unit	and	ensure	that	
you	understand	the	topics	covered.

This	study	unit	unfolds	as	follows:

Integrated	
communication

The	nature	of	integrated	
marketing	communication

The	marketing	communication	model	
and	the	hierarchy	of	effects	model

The	marketing	communication	mixAdvertising

Direct	marketing

Sales	promotion

Personal	selling

Publicity	and	public	
relations
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10.1	 THe	NATURe	AND	DeVeloPmeNT	oF	INTeGRATeD	
mARKeTING	commUNIcATIoN

(Study	this	section	in	the	prescribed	book.)

As	indicated	in	the	prescribed	book,	the	concept	of	integrated	marketing	communication	
(IMC)	began	long	ago.	You	should	know	why	IMC	was	formulated	in	the	first	place	and	
what	was	used	in	the	years	before	the	development	of	the	latest	technology,	which	is	
now	widely	used	in	IMC	process.	Also	read	about	the	findings	of	studies	conducted	in	
the	1990s.

Organisations	need	to	design	and	implement	the	most	effective	communication	strategy,	
in	order	to	communicate	the	market	offering	clearly	to	the	market	and	also	build	strong	
relations	with	customers	and	other	stakeholders.	Integration	is	of	vital	importance	to	
ensure	the	maximum	impact	of	the	correct	combination	of	communication	elements.	
These	elements	include	advertising,	promotion,	personal	selling	and	direct	marketing.

The	IMC	concept	centres	on	the	integration	of	the	marketing	communication	elements	
to	provide	added	value	to	the	customer	and	promote	positive	relationships.	

10.2	 THe	mARKeTING	commUNIcATIoN	moDel	AND	THe		
HIeRARcHY	oF	eFFecTS	moDel

Marketers	need	to	be	well	acquainted	with	the	marketing	communication	model	in	
order	to	make	effective	communication	decisions.	Study	the	different	applications	of	the	
communication	model	and	each	of	the	elements	of	integrated	marketing	communication.

In	the	past	few	decades,	marketers	have	perfected	the	art	of	mass	marketing,	that	is,	selling	
highly	standardised	to	masses	of	customers.	In	the	process	they	have	developed	effective	
mass	media	communications	techniques	to	support	these	mass	marketing	strategies.	
Today,	however,	marketing	managers	face	new	marketing	communication	realities.

Another	model	that	marketers	can	use	for	planning	is	the	hierarchy	of	effects	model,	
which	evaluates	communication	effects	and	success.

10.3	 THe	mARKeTING	commUNIcATIoN	mIX

(Study	this	section	in	the	prescribed	book.)

The	marketing	communication	mix	consists	of	advertising,	promotion,	direct	marketing	
and	personal	selling	that	can	be	used	in	combination	for	the	desired	effect	and	impact.	
Each	of	these	is	discussed	below.
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10.3.1	 Advertising
Almost	all	organisations	that	sell	goods	or	services	use	some	type	of	advertising,	whether	
it	is	in	the	form	of	a	multimillion	rand	campaign	or	a	simple	classified	advertisement	in	a	
newspaper.	Advertising	is	defined	as	any	form	of	paid	communication	in	which	the	sponsor	
or	firm	is	identified.	Traditional	media	such	as	television,	radio,	newspapers,	magazines,	
books,	direct	mail,	billboards	and	transit	cards	(advertising	on	buses	and	taxis	and	at	bus	
stops)	are	commonly	used	to	transmit	advertisement	to	consumers.

Marketers	are	finding	many	new	ways	to	transmit	their	advertisements,	however,	most	
notably	through	electronic	media	such	as	the	internet,	computer	modems	and	SMS	
technology.	One	of	the	primary	benefits	of	advertising	is	its	ability	to	communicate	with	
a	large	group	of	people	at	the	same	time.	Advertising	has	the	advantage	of	being	able	to	
reach	the	masses	(say,	through	the	national	television	network),	but	it	can	also	be	micro-
targeted	to	small	groups	of	potential	customers	such	as	direct	mailing	to	a	select	group	
of	customers	or	a	print	advertisement	in	a	trade	magazine.

Although	the	cost	per	contact	in	advertising	is	low,	the	total	cost	of	an	advertisement	is	
typically	extremely	high.	This	hurdle	tends	to	restrict	advertising	on	a	national	basis	to	
only	those	firms	that	are	financially	able	to	do	so.

The	following	are	important	aspects	of	advertising:

•	 setting	the	advertising	objectives
•	 compiling	an	advertising	budget
•	 creating	the	advertisement
•	 selecting	appropriate	advertising	media
•	 managing	the	advertising	campaign
•	 evaluating	the	success	of	the	advertising	campaign

The	most	expensive	elements	are	usually	the	creation	of	the	advertisement	and	the	
payment	for	the	selected	advertising	media.	A	new	trend	is	online	advertising,	which	
has	particular	advantages	for	the	marketer.

Activity	10.1

Look	for	information	in	the	prescribed	book	and	on	the	internet	to	answer	the	following	
question:

Johnson	Matlhanga	wishes	to	advertise	his	new	chicken	takeaway	shop	in	Bloemfontein.	
He	is	totally	ignorant	about	marketing	and	is	shocked	when	he	sees	how	expensive	
the	advertising	rates	are.	He	would	like	to	advertise	on	TV,	but	the	costs	are	simply	too	
exorbitant.	He	asks	your	advice	about	media	selection.	Are	the	more	expensive	media	
so	much	better	than	the	cheaper	options?

What	factors	should	he	consider	in	selecting	advertising	media?
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13Feedback

The	following	are	some	of	the	crucial	factors	that	should	be	considered:

	• The	market	coverage	of	the	medium.	Johnson	would	not	need	to	advertise	more	widely	
than	Bloemfontein.

	• The	readership	profile	of	the	medium	–	Will	the	medium	he	chooses	expose	his	advertise-
ment	to	the	desired	type	of	people?

	• The	cost	per	thousand	of	the	targeted	people	reached.	This	is	the	normal	estimate	used	to	
compare	different	promotion	and	advertising	media	and	it	compares	the	cost	per	thousand	
people	reached,	expressed	as	CPM.	You	could	explain	this	to	Johnson.		CPM	places	differ-
ent	media	on	equal	footing	and	to	make	them	comparable	based	on	cost	per	thousand	
people	reached.	It	would	appear	that	some	media	are	so	expensive	because	they	reach	
more	people.		The	main	problem	here	is	that	the	profile	of	the	audience	reached	by	the	
media	in	that	price	range	must	closely	match	the	profile	of	Johnson’s	target	audience.

10.3.2	 Sales	promotion
Sales	promotion	involves	all	marketing	activities	–	other	than	personal	selling,	advertising	
and	public	relations	–	that	stimulate	consumer	purchasing	and	dealer	effectiveness.	
Sales	promotion	is	generally	a	short-run	tool	used	to	stimulate	immediate	increases	in	
demand.	Sales	promotion	can	be	aimed	at	end	consumers,	trade	customers	or	the	firm’s	
employees.	Sales	promotions	include	free	samples,	contents,	bonuses,	trade	shows,	
prizes	and	coupons		–	other	words,	those	activities	that	provide	extra	value	or	incentives	
to	the	ultimate	customers,	wholesalers,	retailers	or	other	organisational	customers	and	
can	stimulate	immediate	sales.	

Figure�10.1:�Examples�of�sales�promotion
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While	advertising	may	be	designed	to	build	a	brand	image	and	personal	selling	may	be	
designed	to	build	long-term	relationships,	it	would	seem	that	most	sales	promotions	are	
designed	to	elicit	a	specific	action	or	response	from	the	target	audience	in	the	short	term.

Advertising	gives	customers	a	reason	to	buy,	while	sales	promotion	offers	an	incentive	
to	buy.	Sales	promotion	makes	the	sales	decision	easier.

Sales	promotion	is	designed	to	achieve	short-term	results	and	attempts	to	stimulate	
product	interest,	trial	or	purchase.	Sometimes	sales	promotions	can	be	used	to	target	
the	following	three	distinct	audiences:

•	 the	internal	environment	(the	marketer’s	own	salespeople)
•	 intermediaries	in	the	channel	of	distribution
•	 customers

It	is	also	important	for	an	organisation	to	use	one	or	a	combination	of	elements	of	sales	
promotion	in	conjunction	with	the	other	marketing	communication	elements	in	order	
to	achieve	the	particular	communication	objectives.	The	sales	promotion	elements	can	
be	categorised	as	consumer	promotions,	money-based	promotions,	trade	promotions,	
price-related	promotions,	incentive	promotions,	and	business	and	sales	force	promotions.

10.3.3	 Publicity	and	public	relations
Because	businesses	are	concerned	about	how	they	are	perceived	by	their	target	markets,	
many	of	them	often	spend	large	sums	to	build	a	positive	public	image.	Public	relations	
is	the	marketing	communication	function	that	evaluates	public	attitudes,	identifies	
areas	in	the	firm	that	the	public	may	be	interested	in	and	implements	a	programme	of	
action	to	earn	public	understanding	and	acceptance.	Public	relations	therefore	helps	an	
organisation	to	communicate	with	its	customers,	suppliers,	shareholders,	government	
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officials,	employees	and	the	community	in	which	it	operates,	using	methods	other	than	
advertising.

In	general,	marketers	use	public	relations	and	publicity	not	only	to	maintain	a	positive	
image	but	also	to	educate	the	public	about	the	firm’s	goals	and	objectives,	introduce	
new	products	and	help	support	the	sales	effort.	Bear	in	mind	that	a	solid	public	relations	
programme	can	generate	favourable	publicity.

Publicity	is	public	information	about	a	firm,	its	goods	or	services	appearing	in	the	mass	
media	as	a	news	item.	The	organisation	is	often	not	identified	as	the	primary	source	of	
information,	but	the	essential	characteristic	of	publicity	is	that	it	is	free	and	consists	of	
a	report	by	a	third	party	whom	the	publicised	organisation	does	not	pay	for	the	report.	
No	matter	how	many	millions	are	spent	on	advertising,	nothing	sells	a	product	better	
than	free	publicity.	Good	publicity	is	what	all	organisations	need	if	they	are	to	succeed	in	
making	a	profit.	However,	bad	publicity	can	also	cost	a	firm	millions.	Negative	consumer	
reactions	may	cost	the	firm	millions	in	lost	sales.

10.3.4	 Personal	selling
Personal	selling	involves	a	situation	in	which	two	people	communicate	in	an	attempt	to	
influence	each	other	in	a	purchase	situation.	Both	the	buyer	and	seller	have	a	specific	
objective	they	wish	to	accomplish.	What	distinguishes	personal	selling	from	other	
nonpersonal	forms	of	marketing	communication	is	the	personal	nature	of	the	method.	
The	flexibility	of	this	method	makes	it	an	excellent	communication	medium	for	establishing	
and	nurturing	customer	relations.

Personal	selling	is	extremely	costly	and	if	left	to	incompetent	salespeople,	it	can	harm	
the	organisation.		The	following	aspects	of	personal	selling	are	important:

•	 its	advantages	and	disadvantages
•	 the	role	and	functions	of	salespeople
•	 the	qualities	and	attributes	that	a	salesperson	must	possess	to	be	a	successful	seller

Salespeople	are	consultants	and	problemsolvers	for	customers.	They	provide	information	
that	helps	customers	make	intelligent	business	decisions.

10.3.5	 Direct	marketing
Although	there	are	many	forms	of	direct	marketing	such	as	direct	mail,	catalogues,		and	
telephone	marketing	(telemarketing),	online	marketing	has	four	distinct	characteristics.	
Direct	marketing	is	non	public	–	the	message	is	normally	directed	to	a	specific	person.	
Direct	marketing	is	immediate	and	customised	–	the	message	can	be	prepared	quickly	
and	tailored	to	appeal	to	specific	consumers.	Finally,	direct	marketing	is	interactive	in	that		
it	allows	dialogue	between	the	marketing	team	and	the	consumer,	and	messages	can	
be	altered	according	to	the	consumer’s	response.	Thus	direct	marketing	is	well	suited	to	
highly	targeted	marketing	efforts	and	to	building	a	one-to-one	customer	relationship.		
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10.4	 SelF-ASSeSSmeNT	qUeSTIoNS
The	following	questions	are	excellent	examples	of	what	you	can	expect	in	the	examination.		
Work	through	them	carefully	and	compare	your	answers	with	the	feedback	in	the	
prescribed	book.

(1)	 Briefl	y	discuss	the	advantages	and	disadvantages	of	personal	selling.
(2)	 	Discuss	the	various	elements	of	the	marketing	communication	mix	of	integrated	

marketing	communication.
(2)	 Discuss	the	diff	 erent	activities	of	sales	promotion.
(4)	 Discuss	the	factors	that	led	to	the	increased	use	of	sales	promotion	for	organisations.

10.5	 ReFlecTIoN
Before	tackling	the	next	study	unit,	refl	ect	on	the	following	questions:

(1)	 Where	in	your	professional	life	do	you	think	you	would	be	able	to	use	the	skills	you	
acquired	in	this	study	unit?

(2)	 What	did	you	fi	nd	diffi		cult?		Why	do	you	think	you	found	it	diffi		cult?		Do	you	understand	
it	now	or	do	you	need	more	help?		What	are	you	going	to	do	about	it?

(3)	 What	did	you	fi	nd	interesting	in	this	study	unit?		Why?
(4)	 How	long	did	you	take	to	work	through	this	study	unit?		Are	you	still	on	schedule	or	

do	you	need	to	adjust	your	study	programme?

10.6	 coNclUSIoN
This	study	unit	dealt	with	the	importance	of	integrated	marketing	com-
munication.	We	also	looked	at	the	marketing	communication	mix	elements	
that	play	a	signifi	cant	role	in	integrated	marketing	communication	and	the	
marketing	communication	model.

The	next	study	unit	deals	with	the	additional	P’s,	namely	the	people,	processes	and	
physical	evidence	to	make	the	marketing	mix	more	relevant	and	stronger.
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StudY�unit�11

PEOPLE,	PROCESSES	AND	PHYSICAL	EVIDENCE

introduction
We	have	already	encountered	the	four	P’s	of	marketing,	namely	product,	promotion	
price	and	place	(distribution).	Whilst	traditional	marketing	involves	the	four	P’s,	marketing	
services	entail	seven	P’s.	The	following	P’s	are	added	to	the	traditional	four	P’s:	people,	
processes	and	physical	evidence.	Owing	to	the	unique	characteristics	of	services,	the	
marketing	thereof	follows	different	rules	to	the	marketing	of	products.	Study	the	two	
pictures	below	and	see	the	different	physical	evidence	that	will	strengthen	the	image	
of	the	service	in	each	case.	Refer	back	to	these	photographs	once	you	have	studied	this	
study	unit	to	check	whether	you	were	able	to	see	the	difference	in	the	physical	evidence	
of	each	business.		How	can	you	describe	in	words	what	the	physical	evidence	images	
portray	about	the	expected	service	offered	in	each	case?	Do	these	examples	of	physical	
evidence	influence	the	expected	service	provided	through	people	and	processes?

				

Key�concepts

Getting�an�overview

11.1� the�nature�of�service�and�the�extended�marketing�mix

11.2� Managing�the�people�component�in�the�marketing�of�services

11.3� Managing�processes�as�part�of�services�marketing

11.4� Physical�evidence

11.5� Self-assessment�questions

11.6� reflection

11.7� conclusion

references



104

Key	concepts

•	 physical	processes	
•	 services	marketing
•	 physical	evidence
•	 atmospherics
•	 design	and	layout
•	 servicescape

GEttinG�An�oVErViEW
This	study	unit	deals	with	role	of	people,	processes	and	physical	evidence	in	the	marketing	
of	services	by	an	organisation.	The	unique	intangible	and	nature	of	a	service	is	the	main	
reason	why	customers	look	for	visible	evidence	of	the	nature	and	quality	of	a	service.	This	
is	especially	the	case	with	physical	evidence,	but	people	(their	appearance	and	conduct)	
and	processes	(unnecessary	delays	ad	queues)	also	provide	physical	evidence	of	the	nature	
of	the	service.	Standing	in	a	long	queue	at	an	institution	would	indicate	to	a	customer	
that	the	service	has	not	been	properly	organised,	especially	if	she	is	sent	to	the	back	of	
the	queue	because	of	a	minor	error	on	her	form	or	even	directed	to	another	queue	to	
complete	one	simple	transaction.		This	situation	is	often		worsened	by	the	behaviour	
of	the	people	behind	the	counter.	If	they	are	rude	and	unhelpful,	this	will	reflect	poorly	
on	the	image	of	the	service	provided	by	such	an	institution.	Services	are	directly	linked	
to	human	beings	and	all	the	imperfections	and	weaknesses	that	are	part	and	parcel	of	
human	nature.	The	assistant	at	a	cell	phone	shop	may,	for	example,	promise	to	phone	
you	when	your	desired	model	of	a	cell	phone	is	in	stock,	but	he	may	forget,	thus	creating	
a	poor	image	of	the	total	service	provider.

The	focus	of		this	study	unit	is	on	the	following	main	topics:

•	 the	components	of	the	nature	of	services	which	necessitated	the	extension	of	the	
traditional	four	marketing	instruments	to	include	people,	processes	and	physical	
evidence

•	 the	way	in	which	the	various	extended	components	of	the	marketing	mix	can	be	
applied	to	the	marketing	of	services

You	will	need	approximately	two	hours	to	work	through	this	study	unit	and	ensure	that	
you	understand	the	topics	covered.

This	study	unit	unfolds	as	follows:
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11.1	 THe	NATURe	oF	SeRVIceS	AND	THe	eXTeNDeD	mARKeTING	
mIX

(Study	“Services	marketing	and	the	extended	marketing	mix”	in	study	unit	13	
in	the	prescribed	book.)

11.1.1	 The	characteristics	of	services
You	need	to	familiarise	yourself	with	the	basic	characteristics	of	services	and	how	they	
influence	the	way	services	can	be	marketed.		You	will	notice	that	services	are	inseparable,	
intangible,	perishable	and	variable	and	have	no	vested	right	of	ownership	(ie	you	cannot	
sell	the	service	once	it	has	been	consumed,	and	you	cannot	take	ownership	of	it).	Bear	in	
mind	that	a	service	cannot	be	separated	from	the	person	rendering	it,	which	means	that	
the	quality	of	the	service	will	depend	on	the	provider.	A	apt	example	would	be	a	golf	
coach.		It	would	make	a	huge	difference	to	your	golf	if	you	were	lucky	enough	to	have	
veteran	golfer	Gary	Player	as	your	coach.	However,	if	your	neighbour’s	son,	who	has	no	
official	ranking	in	the	sport,	were	to	coach	you,	it	would	be	an	entirely	different	story.	The	
same	situation	was	recently	experienced	in	the	switching	to	a	new	coach	for	the	Bafana-
Bafana	soccer	team	when	they	were	training	for	the	Fifa	2010	World	Cup.	

PEoPLE�ProcESSES�
And�PHYSicAL�

EVidEncE

Managing	the	people	component	in	the	
marketing	of	services

Managing	processes	as	part	of	services	
marketing

Physical	evidence
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11.1.2	 The	services	marketing	mix
As	mentioned	above,	owing	to	the	special	characteristics	and	nature	of	services,	it	cannot	
be	marketed	effectively	in	the	traditional	way	by	means	of	the	four	marketing	instruments	
(the	four	P’s).		This	led	to	the	introduction	of	the	services	marketing	mix	by	extending	the	
four	traditional	P’s	to	seven,	by	adding	people,	processes	and	physical	evidence	as	the	
extra	three	P’s.	These	three	P’s	may	overlap.	Physical	evidence,	for	example,	may	refer	to	
the	building,	the	location	where	the	service	is	provided	and	glossy	brochures,	but	could	
also	refer	to	the	people	in	an	organisation	–	their	dress	code	and	professionalism.

11.2	 mANAGING	THe	PeoPle	comPoNeNT	IN	THe	mARKeTING	
oF	SeRVIceS

(Study	“People”	in	study	unit	13	in	the	prescribed	book.)

11.2.1	The	place	and	role	of	people	in	service	delivery
The	purpose	of	this	section	is	to	emphasise	the	importance	of	people	in	providing	a	
service.	You	must	realise	why	people	are	a	key	component	and	who	the	people	are	we	
are	referring	to.	Various	people	are	normally	involved	in	the	delivery	of	a	service.

Activity	11.1

Have	you	ever	ordered	pizza	to	be	delivered	to	your	home	or	office?		Suppose	you	order	
a	pizza	from	Roberto’s	Pizza	Parlour,	which	does	home	deliveries.	You	have	selected	a	
particular	topping	and	base	and	you	would	like	the	pizza	to	still	be		warm,	which	would	
mean	speedy	delivery.	Describe	the	roles	of	some	of	the	people	working	for	Roberto.	
Compare	the	people	you	have	identified	with	the	main	groups	of	service	employees	
in	an	organisation.	How	would	you	measure	the	success	of	the	service	performance	of	
these	people?		

14Feedback

You	would	probably	have	included	the	following	points	in	your	answer:

	• the	person	taking	the	order	–	a	modifier
	• the	person	physically	preparing	the	pizza	–	someone	belonging	to	the	group	of	isolates
	• the	person	delivering	the	pizza	–	a	modifier	with	regard	to	the	service

The	conduct	of	any	of	these	people	may	influence	your	degree	of	satisfaction	with	the	pizza	
delivery.	

You	would	probably	measure	the	success	of	the	service	in	terms	of	your	service	level	expectations	
relating	to	the	following:	



	 107	 MNM2601/1

	• the	helpfulness	or	friendliness	of	the	person	taking	your	order	and	his/her	ability	to	advise	
you	on	the	best	deal

	• delivery	of	the	correct	order		
	• delivery	of	the	pizza	within	a	reasonable	time	so	that	it	is	still	warm	and	moist
	• the	taste	of	the	pizza

Perhaps	you	have	your	own	preferences	and	expectations	you	could	add	to	this	list.

If	anyone	of	the	people	responsible	for	this	service	satisfaction	slips	up,	you	will	probably	be	
disappointed	with	the	whole	business	and	not	with	a	particular	person	as	such.	This	example	
illustrates	the	harm	that	incompetent	people	can	to	do	a	business,	even	if	they	perform	the	
smallest	of	tasks	and	do	not	even	work	directly	with	the	public.

11.2.2	 employing	the	right	people
It	is	obvious	that	the	right	people	should	be	chosen	for	the	right	jobs	to	enhance	continuous	
quality	performance	and	service.	In	this	section	in	the	prescribed	book,	look	at	the	
characteristics	that	people	should	possess	for	the	various	roles,	depending	on	how	closely	
they	work	with	the	public.

11.2.3	 Service	staff	management	issues
This	section	deals	with	the	selection,	training,	performance	and	reward	of	staff	as	
components	of	the	same	system.	Training	and	equipment	are	two	of	the	most	critical	
factors	to	ensure	that	employees	are	able	to	do	the	work	they	are	employed	to	do.	This	
is	also	why	South	African	legislation	requires	an	employer	to	do	everything	possible	to	
enable	employees	to	do	their	work	properly	before	any	disciplinary	action	can	be	taken	
against	them	for	failing	to	do	their	job	properly.

11.2.4	 empowerment
When	the	right	people	are	employed	and	adequately	trained,	the	management	of	the	
organisation	should	entrust	those	employees	with	certain	powers	to	deal	with	customer	
issues.	The	onus	is	therefore	on	the	staff	member	to	act	professionally	and	on	the	employer	
to	provide	the	staff	member	with	the	authority	to	do	so.	This	section	focuses	on	the	ways	
in	which	this	can	be	done	in	an	organisation.

11.3	 mANAGING	PRoceSSeS	AS	PART	oF	SeRVIceS	mARKeTING

(Study	“Process”	in	study	unit	13	in	the	prescribed	book.)

11.3.1	 How	processes	can	affect	service	quality
As	mentioned	earlier,	one	of	the	indications	that	there	is	something	wrong	with	a	system	
is	the	long	queues	that	frequently	form	in	certain	banks,	local	government	offices	and	the	
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motor	vehicle	licensing	offices	in	particular.	The	news	media	in	South	Africa	frequently	
report	on	such	occurrences.

Queues	are	a	necessary	evil	of	service	provision	in	both	the	state	and	the	private	sector.		
Even	if	queues	are	unavoidable,	one	tends	to	judge	the	efficiency	of	an	organisation	by	
the	speed	with	which	the	people	in	the	queue	are	assisted	(Hamer	2009).

	

IOL	news	(2007),	for	example,	reported	the	following:	eNatis:	long	queues,	short	tempers

	 “	Thousands	of	irate	city	residents	waited	for	hours	in	vain	at	various	testing	centres	
throughout	Tshwane	on	Tuesday	–	when	the	new	eNatis	electronic	system	was	
officially	launched	–	only	to	be	told	that	the	system	was	offline.	They	were	all	
turned	away.

	 	The	advent	of	the	new	electronic	licensing,	testing	and	registration�system�that�
was�supposed�to�improve�service�delivery	has	instead	left	many	motorists	and	
would-be	drivers	hot	under	the	collar.”

This	shows	that	people	associate	waiting	and	long	queues	with	inadequate	processes	
or	systems.	Not	only	South	African	consumers	feel	this	way	–	recently	many	people	in	
the	UK	complained	about	the	bad	service	of	the	Royal	Mail	in	England	because	of	the	
long	waiting	times	in	queues.

Efforts	were	made	in	South	Africa	to	decrease	the	waiting	time	at	the	motor	vehicle	
licensing	offices	by	the	following	means:

•	 Longer	working	hours
•	 More	selling	points:	one	can	also	now	renew	licences	at	post	offices.

Decent	waiting	areas	would	probably	make	it	easier	for	the	public	to	wait	in	lengthy	
queues,	but	this	is	seldom	the	case.
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11.3.2	 creating	service	processes
Pay	particular	attention	to	the	way	processes	can	be	managed	to	improve	customer	
service	as	described	in	the	prescribed	book.

11.3.3	 Service	blueprinting
One	cannot	expect	service	delivery	and	service	quality	to	just	happen	and	to	be	successful.	
The	well-known	saying	of	“failing	to	plan	is	planning	to	fail”	is	also	applicable	here.	Even	
if	you	want	to	go	on	holiday,	you	plan	for	that	to	ensure	that	it	will	be	successful	and	
that	you	will	enjoy	it	and	get	your	money’s	worth.	You	will	plan	the	finances,	routes,	
accommodation,	clothes,	equipment	and	so	on.	Some	travellers	make	lists	beforehand	
to	ensure	that	they	have	everything	they	need	for	their	holiday.	This	can	be	regarded	as	
a	somewhat	primitive	form	of	a	blueprint	of	your	holiday	planning.

The	prescribed	book	provides	an	apt	example	of	the	layout	of	a	service	blueprint.		You	
should	be	able	to	explain	this	blueprinting	and	also	compile	a	simple	form	of	blueprint	
for	a	business.

11.4	 PHYSIcAl	eVIDeNce

(Study	“Process”	in	study	unit	13	in	the	prescribed	book.)

11.4.1	 The	meaning	of	physical	evidence
Physical	evidence	contains	most	of	the	visual	indications	of	the	quality	of	service	delivery.		
Note	the	following	quotation	from	the	prescribed	book:

	 	The	physical	evidence	of	a	service	therefore	includes	any	tangible	representations	
of	the	organisation,	including	the	physical	facility	or	building	where	the	service	
is	offered,	signs	and	equipment,	brochures,	letterheads,	business	cards	and	even	
billing	statements.		Some	physical	evidence	can	be	regarded	as	essential	as	being	
an	inseparable	part	of	the	service	while	others	are	referred	to	as	peripheral	evidence	
because	they	don’t	form	part	of	the	service	delivery	itself	but	can	be	possessed	by	
the	customer	as	a	type	of	confirmation	of	the	quality	portrayed	by	the	essential	
evidence.

When	studying	this	section,	try	to	imagine	different	situations	in	which	you	encountered	
physical	evidence	that	you	could	associate	with	a	certain	quality	of	service	delivery.	Keep	
the	dimensions	of	physical	evidence	in	mind.	These	include	atmospherics,	design	and	
communication	factors.

Try	to	imagine	a	wide	variety	of	situations	with	physical	evidence	and	evaluate	how	each	
situation	makes	you	feel	about	the	expected	service	delivery.	For	example,	you	could	look	
for	physical	evidence	at	a	vehicle	repair	garage,	a	lawyer’s	office,	a	doctor’s	or	dentist’s	
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consulting	and	waiting	rooms,	a	university,	a	clothing	store,	a	greengrocer,	a	butchery,	
a	restaurant,	a	bank,	a	hotel,	a	hospital	and	selected	government	institutions	such	as	a	
licensing	office,	your	local	SARS	office,	a	Home	Affairs	office,	a	police	station,	a	court	and	
a	fire	department.

11.4.2	 Atmospherics
Have	you	noticed	that	businesses	do	not	only	look	different	but	also	smell	different,	play	
different	types	of	background	music	or	have	different	types	of	furniture?	Critically	evaluate	
how	these	components	make	you	feel	when	you	are	in	different	types	of	businesses	and	
how	that	influences	your	judgement	of	the	service	quality.	Have	you	ever	visited	a	clothing	
store	in	which	loud	music	is	playing,	there	is	no	proper	air-conditioning,	the	carpets	are	
worn	out	and	dirty	and	the	fitting	rooms	are	small	and	stuffy?	Now	think	of	clothing	
shops	that	are	the	exact	opposite.	How	did	that	make	you	feel	and	did	it	have	an	effect	
on	the	type	of	service	you	expected	there?	The	point	being	made	here	is	that	you	need	
to	get	a	feeling	for	the	difference	in	atmospherics	in	extremely	different	circumstances.

Let	us	now	take	an	example	of	a	real	service	provider	such	as	a	dentist.	Think	about	the	
atmospherics	in	the	dentist’s	rooms:

•	 Is	the	waiting	room	tidy,	welcoming	and	relaxing	to	put	you	in	a	good	mood	for	the	
unpleasantness	of	the	visit?

•	 Think	about	the	noise.	Is	there	soft	music	playing	or	can	you	only	hear	the	stressful	
whining	of	the	dentist’s	drill	and	feel	the	nervous	vibes	of	the	people	waiting.

•	 Is	the	waiting	room	well	lit?
•	 Are	there	tidy	piles	of	magazines	that	you	can	page	through	while	waiting	your	turn?	
•	 Is	there	a	pleasant	and	fresh	smell	in	the	waiting	room	or	are	you	aware	of	that	

antiseptic	hospital	smell?
•	 How	did	you	feel	when	you	were	actually	sitting	in	the	dentist	chair?	
•	 Were	you	impressed	by	the	modern	equipment	and	professionalism	and	friendliness	

of	the	dentist	and	his	nurse?
•	 Did	the	dentist’s	framed	certificates	on	the	wall	impress	and	reassure	you?
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•	 Were	there	suitable	pictures	on	the	wall	or	an	overhead	televion	that	you	could	look	
at	to	avert	your	thoughts	of	the	"torture"	awaiting	you?

11.4.3	 Design	and	layout
The	prescribed	book	clearly	indicates	the	importance	of	user-friendly	environments	and	
the	different	expectations	regarding	a	hospital	as	opposed	to	a	restaurant.	Bear	in	mind	
that	physical	design	and	layout	can	strongly	overlap	with	and	strengthen	the	atmospherics.	
Many	of	the	items	mentioned	about	the	dentist’s	rooms	can	also	apply	here	because	the	
effects	are	the	result	of	the	physical	design	and	layout.

11.4.4	 communication
As	explained	in	the	prescribed	book,	it	is	essential	for	a	service	provider	to	use	quality	
physical	communication	components	to	enhance	the	impression	of	satisfactory	service	
quality.	 	Additional	examples	are	an	organisation’s	website,	furnishings,	brochures,	
letterheads	and	business	cards.

11.4.5	 Servicescape
Note	the	following	quotation	from	the	prescribed	book	regarding	servicescape:

	 	Services	settings	can	be	seen	as	an	integrative	network	that	incorporates	atmospherics	
and	environmental	psychology.	In	other	words,	the	servicescape	framework	recognises	
the	effect	of	physical	surroundings	on	employees	as	well	as	customers.

The	emphasis	here	is	on	the	following	three	basic	types	of	response	that	the	physical	
evidence	can	evoke	in	people:	

•	 cognitive
•	 emotional
•	 physiological

Also	note	the	four	different	roles	that	a	servicescape	can	play	in	terms	of	being	a	packager,	
facilitator,	socialiser	and	differentiator.

Study	table	13.2	in	the	prescribed	book	which	provides	examples	of	the	differences	in	
the	expected	physical	environments.

11.5	 SelF-ASSeSSmeNT	qUeSTIoNS
The	following	questions	are	excellent	examples	of	what	you	can	expect	in	the	examination.		
Work	through	them	carefully	and	compare	your	answers	with	the	feedback	in	the	
prescribed	book.

(1)	 	Briefly	discuss	the	characteristics	of	services	and	the	ways	in	which	they	find	
expression	in	the	services	marketing	mix	(extension	of	the	traditional	marketing	
mix).	
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(2)	 	Discuss	the	importance	of	the	people	component	in	service	delivery	and	indicate	
the	ways	in	which	an	organisation	can	manage	this	component.

(3)	 	Defi	ne	the	concept	of	processes	in	service	delivery	and	the	eff	 ects	of	processes	
that	do	not	fl	ow	smoothly.

(4)	 	Discuss	how	the	diff	 erent	components	of	physical	evidence	can	infl	uence	the	
image	of	satisfactory	service	delivery	in	the	case	of	a	restaurant	and	a		doctor’s	
consulting	rooms.

11.6	 ReFlecTIoN
Before	tackling	the	next	study	unit,	refl	ect	on	the	following	questions:

(1)	 Where	in	your	professional	life,	do	you	think	you	would	be	able	to	use	the	skills	you	
acquired	in	this	study	unit?

(2)	 What	did	you	fi	nd	diffi		cult?	Why	do	you	think	you	found	it	diffi		cult?	Do	you	understand	
it	now	or	do	you	need	more	help?		What	are	you	going	to	do	about	it?

(3)	 What	did	you	fi	nd	interesting	in	this	study	unit?		Why?
(4)	 How	long	did	you	take	to	work	through	this	study	unit?		Are	you	still	on	schedule	or	

do	you	need	to	adjust	your	study	programme?

11.7	 coNclUSIoN
This	study	unit	looked	at	the	nature	of	services	and	the	reasons	for	the	
extension	of	the	traditional	four	marketing	instruments	with	three	additional	
marketing	instruments,	namely	people,	processes	and	physical	evidence.	
The	services	marketing	mix	therefore	contains	seven	marketing	instruments	
in	total.	

Each	of	the	three	additional	service	marketing	instruments	was	discussed	on	its	own.	Note	
the	golden	thread	running	through	all	these	discussions,	namely	how	the	intangibility	
of	a	service	can	be	made	more	visible	and	tangible	through	the	proper	management	of	
people,	processes	and	physical	evidence.

The	next	unit	deals	with	cybermarketing	and	the	use	of	social	media,	which	involves	
marketing	via	the	internet	and	the	use	of	the	new	social	media	in	marketing	eff	orts.
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ToPIc	5

Technology	in	marketing

AIm
The	aim	of	this	topic	is	to	acquaint	you	with	the	use	of	technology	in	marketing	by	
introducing	the	fundamentals	of	the	internet	and	its	different	application	possibilities	in	
terms	of	marketing.	This	will	give	you	an	idea	of	the	issues	involved	in	e-marketing	and	
the	use	of	social	media	to	achieve	the	results	desired	by	the	organisation.

LEArninG�outcoMES

After	studying	this	topic,	you	should	be	able	to

•	 explain	the	meaning	of	internet	marketing
•	 describe	the	process	of	creating	a	website
•	 explain	the	marketing	of	a	website	by	referring	to	the	various	methods	that	can	be	

applied
•	 explain	and	illustrate	the	use	of	the	different	social	media	networks	for	internet	

marketing
•	 explain	how	the	results	of	e-marketing	can	be	analysed
•	 define	the	concept	of	e-commerce
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STUDY	UNIT	12

CYBER-	AND	DIGITAL	MARKETING

introduction
Cyber-	and	digital	marketing	focus	on	the	use	of	the	electronic	media	and	the	internet	for	
marketing	purposes.		The	development	of	the	technology	of	the	internet	opened	up	new	
electronic	possibilities	in	various	fields	of	business.	The	technology	ranges	from	electronic	
document	scanning	and	storing,	to	electronic	communication	via	email	and	VoIP,	to	
electronic	money	transfers	(EFT),	to	establishing	an	internet	presence	on	the	world	wide	
web,	to	marketing,	interacting	with	online	customer	and	even	selling	on	the	website.	Many	
of	us	use	the	internet	on	a	daily	basis	for	emails	and	to	visit	the	websites	of	businesses.	
Some	people	buy	products	on	the	internet	while	others	use	it	to	pay	their	accounts.	
Marketing	on	the	internet	has	become	extremely	popular,	specifically	because	websites	
may	be	available	24	hours	a	day,	seven	days	a	week	(24/7)	and	because	it	is	relatively	easy	
to	make	changes	to	the	organisation’s	presence	on	the	internet.		Recent	developments	
in	mobile	technology	have	made	it	possible	for	people	to	use	their	cell	phones	to	visit	
the	internet.	Most	of	the	modern	cell	phones	have	internet	access	capabilities.



	 115	 MNM2601/1

Key�concepts

Getting�an�overview

12.1� the�nature�of�internet�marketing

12.2� creating�a�website

12.3� Marketing�a�website

12.4� the�use�of�other�internet�marketing�media

12.5� using�the�internet�for�marketing

12.6� internet�marketing�and�social�media�networks

12.7� Analysing�the�results�of�e-marketing

12.8� E-commerce

12.9� Self-assessment�questions

12.10�reflection

12.11�conclusion

Key	concepts

•	 website
•	 HTML
•	 internet
•	 world	wide	web
•	 contents	of	the	website
•	 stickiness	of	the	website
•	 structure	and	layout	of	the	website
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•	 navigating	the	website
•	 marketing	the	website
•	 search	engine	optimisation
•	 inbound	links
•	 email	marketing
•	 podcasting
•	 RSS	feeds
•	 one-to-one	marketing
•	 online	customer	service
•	 internet	marketing
•	 social	media	networks
•	 online	reputation	management
•	 web	analytics
•	 e-commerce
•	 storefront	software
•	 customer	access	authorisation

GEttinG�An�oVErViEW
This	study	unit	deals	with	marketing	on	the	internet	by	means	of	different	digital	media.	
The	starting	point	and	main	theme	of	this	study	unit	is	internet	marketing.	You	need	to	be	
familiar	with	the	unique	benefits	of	internet	marketing.	The	main	part	of	this	study	unit	deals	
with	the	use	of	social	media,	also	known	as	web	2.0.	This	deals	with	internet	interactions	
not	only	between	the	organisation	and	individuals,	but	also	between	individuals.	In	this	
way,	the	virtual	environment	becomes	alive	with	various	online	participants	who	can	
interact	with	each	other	in	the	same	way	as	they	do	in	conventional	life.

This	study	unit	focuses	on	the	following	main	topics:

•	 the	use	of	the	internet	to	gain	access	to	and	make	contact	with	the	market	and	also	to	
interact	with	it	(here	you	must	know	the	basics	of	how	websites	enable	organisations	
to	enjoy	the	unique	benefits	of	the	digital	media)

•	 the	various	ways	in	which	a	website	can	be	used	for	marketing	purposes,	including	
advertising	on	a	website,	email	marketing,	podcasting,	one-to-one	marketing	and	
online	customer	service

•	 the	unique	characteristics	of	social	media	and	the	advantages	of	using	these	media	
in	marketing

•	 the	social	media	environment	and	how	the	various	social	media	can	be	used	in	internet	
marketing

You	will	need	approximately	two	hours	to	work	through	this	study	unit	and	ensure	that	
you	understand	the	topics	covered.

This	study	unit	unfolds	as	follows:
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12.1	 THe	NATURe	oF	INTeRNeT	mARKeTING	

(Study	this	section	in	the	prescribed	book.)

12.1.1	 Internet	marketing	and	the	benefits	of	digital	media
Internet	marketing	is	the	marketing	of	products	or	services	over	the	internet.	This	includes	
a	wide	variety	of	practices	and	a	number	of	different	business	models.

Digital	media	encompasses	digital	audio,	digital	video,	the	world	wide	web	and	other	
technologies	that	can	be	used	to	create	and	distribute	digital	“content”.	The	benefits	of	
the	use	of	digital	media	are	clearly	outlined	in	the	prescribed	book.	You	need	to	acquaint	
yourself	with	these	benefits	because	they	give	rise	to	the	marketing	applications	in	this	
realm.	These	benefits	include	intelligence	gathering,	individualisation,	new	integration	
possibilities,	independence	of	location	and	industry	restructuring	possibilities.

Industry	restructuring	deals	with	the	following	two	new	concepts:

•	 disintermediation,	where	the	marketer	cuts	out	the	intermediary	and	deals	directly	
with	the	target	market

•	 reintermediation,	where	the	intermediary	function	is	not	totally	eliminated,	but	replaced	
by	electronic	intermediaries

A	huge	advantage	of	internet	marketing	is	that	the	business	can	be	located	virtually	
anywhere.	The	only	limiting	factor	may	be	the	delivery	of	certain	purchases.

intErnEt�
MArKEtinG

Creating	a	website Using	the	Internet	
for	marketing

Marketing	of	the	
website

The	use	of	other	
internet	marketing	

media

Analysing	
the	results	of	
e-marketing

The	use	of	internet	
for	transactions

Internet	marketing	
and	social	media e-commerce
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12.2	 cReATING	A	WebSITe

(Study	this	section	in	the	prescribed	book.)

I	am	sure	most	of	you	are	well	acquainted	with	various	websites	on	the	internet.	If	not,	I	
would	encourage	you	to	access	a	computer	and	ask	someone	to	show	you	a	few	websites	
so	that	you	can	see	for	yourself.	The	steps	required	to	create	a	website	will	then	be	more	
meaningful	to	you.

12.2.1	 The	purpose	and	objectives	of	the	website
The	process	of	creating	a	website	is	logical	and	starts	off	with	deciding	on	the	purpose	
and	then	the	objectives	of	a	website.	These	decisions	lay	the	foundation	for	all	the	creative	
steps	included	in	designing	the	components	of	the	website.

12.2.2	 The	specification	and	components	of	the	website
This	specification	of	the	website	is	based	on	the	purpose	and	objectives,	and	contains	
ideas	of	how	these	can	be	attained.	Here	the	website	designer	needs	to	decide	on	what	
is	needed	to	achieve	these	objectives	and	this	will	serve	as	the	guideline	for	designing	
the	components.

12.2.2.1	 Contents	of	the	website

The	purpose	of	any	website	is	to	communicate	and	transfer	information	to	the	visitors	to	
the	website	–	hence	the	importance	of	the	contents	of	the	website.	One	should	always	
bear	in	mind	that	visitors	to	the	website	are	looking	for	instant	information	and	do	not	
have	the	time	and	patience	to	read	through	pages	of	detailed	information.	The	contents	
should	therefore	be	in	bite-sized	chunks	–	short	and	to	the	point.	In	this	section	in	the	
prescribed	book,	study	the	most	popular	types	of	content	that	work	well	on	websites.

12.2.2.2	 Structure	and	layout

A	properly	structured	website	is	not	only	user	friendly,	but	also	makes	it	easier	for	an	
individual	to	search	for	specific	information.	Note	the	guidelines	that	should	be	kept	in	
mind	when	designing	the	layout	of	a	website.	There	should	be	a	natural	flow	between	
the	components	and	pages,	and	the	navigation	between	pages	should	be	easy.

12.2.2.3	 Web	appearance

This	is	really	what	attracts	a	visitor	when	he	or	she	sees	the	site	for	the	first	time	–	it	is	
known	as	the	“look	and	feel”	of	the	website.	All	the	pages	must	comply	with	the	same	
template.	There	are	numerous	design	elements	that	the	designer	can	manipulate	to	
obtain	the	desired	“look	and	feel”.	You	should	be	able	to	describe	these	design	elements	
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and	provide	guidelines	on	their	application.	These	design	elements	include	text,	colour	
and	graphics.	If	these	elements	are	designed	correctly	in	relation	to	each	other,	they	will	
increase	the	so-called	“stickiness”	of	the	website.

12.2.2.4	 Stickiness

You	must	be	able	to	define	the	concept	of	stickiness	as	well	as	the	four	strategies	involved	
in	it.	Remember	that	it	is	not	enough	to	merely	attract	visitors	to	the	site	–obviously	
the	marketer	wants	visitors	to	stay	for	a	while	and	read	more	or	go	to	different	links.		
In	addition,	the	marketer	would	like	visitors	to	enjoy	the	contact	session	so	much	that	
they	keep	returning	to	the	website.	This	can	be	done	by	providing	meaningful	content	
that	is	regularly	updated		Make	sure	you	understand	how	the	four	C’s	of	web	design	can	
be	used	to	increase	the	stickiness	of	the	website.		The	four	C’s	are	content,	community,	
communication	and	commerce.	

12.3	 mARKeTING	A	WebSITe

(Study	this	section	in	the	prescribed	book.)

12.3.1	 Finding	a	website	on	the	world	wide	web
This	ties	in	with	the	previous	section,	namely	the	way	in	which	the	website	should	be	
exposed	to	visitors	to	ensure	that	they	will	be	attracted,	spend	time	there	and	have	a	
reason	to	return.	However,	bear	in	mind	that	because	of	the	vastness	of	the	internet,	it	is	
not	that	easy	to	find	an	unknown	business.

Have	you	ever	searched	for	something	on	a	search	engine	such	as	Google	or	Yahoo?	
Then	you	would	have	noticed	that	if	you	type	in	a	term	such	as	“internet	marketing”	you	
will	obtain	a	list	of	around	94	million	results.	These	results	would	be	better	if	the	search	
phrase	were	more	specific.	Try,	for	example,	“internet	marketing	strategies”.	That		will	
give	about	40	million	results.	This	means	that	we	need	to	be	even	more	specific.	Now	
try,	say,	“search	engine	optimisation”.	That	will	deliver	about	32	million	results.	Now	add	
“services”.	That	will	again	increase	the	results	to	about	38	million.	The	above	discussion	
should	give	you	some	idea	of	how	vast	the	internet	is	and	how	hard	it	may	be	for	a	visitor,	
who	is	unaware	of	your	website,	to	actually	find	your	business.	

In	order	to	further	narrow	down	the	process,	type	in	“florists	in	Pretoria”.		Google	gives	
about	189	000	results.	Your	small	florist	around	the	corner	disappears	like	a	needle	in	
this	massive	haystack!

This	illustrates	the	importance	of	marketing	one’s	website	in	different	ways.	In	the	discussion	
below,	we	will	look	at	search	engine	optimisation	of	websites	because	this	is	where	most	
of	the	website	traffic	is	generated.	However,	a	website	can	be	marketed	in	other	ways.



120

12.3.2	 Search	engine	optimisation
This	section	in	the	prescribed	book	discusses	the	ways	in	a	website	can	be	changed	in	
such	a	way	that	it	is	highly	ranked	by	the	search	engines.	You	should	be	able	to	give	
someone	practical	advice	on	this.

12.3.3	 establish	inbound	links
The	establishment	of	inbound	links	is	a	highly	effective	way	to	enhance	the	chances	
of	the	website	moving	up	in	the	ranking	hierarchy	of	search	engines.	Obviously	this	
also	occurs	because	the	visitors	to	other	sites	are	referred	to	a	specific	website	by	the	
inbound	links.		Make	sure	that	you	understand	this	key	topic	by	studying	it	carefully	in	
the	prescribed	book.

12.3.4	 Submission	to	search	engines	and	directories
All	businesses	can	be	in	the	top	20	list	of	search	engines.	It	is	therefore	advisable	to	submit	
your	website	to	search	engines	and	directories,	even	though	you	may	have	to	pay	for	the	
service.	Study	this	topic	well	and	think	about	how	this	could	enhance	the	chances	of	a	
business	being	found	on	the	world	wide	web.

12.3.5	 Advertising	on	another	website

(Study	this	section	in	the	prescribed	book.)

You	should		be	able	to	explain	the	following	aspects	of	advertising	on	a	website:

•	 the	benefits
•	 the	opportunities	and	methods	involved
•	 the	use	of	banner	advertisements	on	websites
•	 measuring	the	success	of	online	advertising

12.4	 THe	USe	oF	oTHeR	INTeRNeT	mARKeTING	meDIA

(Study	this	section	in	the	prescribed	book.)

Websites	are	not	the	only	marketing	medium	on	the	internet.	The	prescribed	book	
discusses	the	following	three	additional	media:

•	 email	marketing
•	 podcasting
•	 RSS	feeds
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12.4.1	 email	marketing
Most	of	you	are	probably	familiar	with	email	and	its	use	in	private	communication.	Email	
is	also	an	effective	tool	for	businesses	to	market	their	products	and	services.	

You	must	be	able	to	distinguish	clearly	between	plain	text	and	rich	text	format	in	creating	
email.

Activity	12.1

(1)	 Email		is	a	valuable	marketing	tool	because	it	is	a	fast	and	inexpensive	method	of	
making	personal	contact	with	many	consumers	at	a	time.

(2)	 The	message	can	easily	be	changed	and	the	recipient	can	respond	to	it.	It	is	much	
faster	than	paper-based�mail.

(3)	 Emails	can	also	contain	pictures,	graphics	and	sounds	as	well	as	attachments.	Email	
can	contain	hyperlinks	to	other	places	in	the	document	or	to	websites	such	as	www.
learnaboutemail.com.

Which	of	the	above	statements	refer	to	plain	text	and	rich	text	format	(HTML)?

15Feedback

Only	statement	(1)	refers	to	plain	text	format	because	it	has	no	special	fonts,	bold	characters	
or	colours.

Statement	(2)	contains	bold	lettering	in	Arial	font	and	that	can	only	be	accomplished	by	using	
HTML	coding.

Statement	(3)	contains	Arial	font	and	a	hyperlink,	which	are	features	of	HTML	or	rich	text.

You	must	understand	and	remember	the	different	marketing	applications	of	email.	The	
prescribed	book	refers	to	mailing	lists,	email	newsletters,	opt-in	mail	and	junk	mail.

As	in	any	type	of	marketing,	the	marketer	would	probably	be	interested	in	measuring	the	
success	of	its	email	marketing	efforts.		One	would	obviously	want	to	know	whether	the	email	
arrived	at	its	destination,	whether	the	recipient(s)	read	it	,	where	it	was	read,	whether	the	
recipient	clicked	on	one	of	the	links,	responded	to	the	email	or	reacted	in	the	way	the	marketer		
intended,	say,	by	forwarding	the	email	to	someone	else.	

12.4.2	 Podcasting
This	is	a	fairly	new	concept	that	has	grown	tremendously	in	popularity	in	the	last	few	
years.	This	basically	means	you	can	download	sound	from	a	website	to	listen	to	on	your	
PC	or	laptop.	Websites	offering	this	facility	usually	use	some	well-known	icon	to	attract	
attention.	There	are	many	icons,	but	the	following	are	some	of	the	better-known	ones:
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Study	the	advantages	of	podcasting	and	try	to	think	about	the	possible	marketing	
applications	of	this	facility.

12.4.3	 Rich	site	summary	(RSS)	feeds
Make	sure	you	understand	the	meaning	and	purpose	of	RSS	feeds.	

RSS	is	a	format	for	delivering	regularly	changing	web	content.	Many	news-related	sites,	
weblogs	and	other	online	publishers	syndicate	their	content	as	an	RSS	feed	to	whoever	
wants	it.

RSS	is	ideal	for	people	who	use	the	web	on	a	regular	basis.	It	allows	you	to	easily	stay	
informed	by	retrieving	the	latest	content	from	the	sites	you	are	interested	in.	You	save	
time	by	not	having	to	visit	each	site	individually.	Your	privacy	is	ensured	by	not	needing	
to	join	each	site’s	email	newsletter.	The	number	of	sites	off	ering	RSS	feeds	is	growing	
rapidly	and	includes	famous	names	like	Yahoo	News.	In	the	picture	below	you	can	see	
what	a	typical	RSS	reader	looks	like.	You	will	immediately	see	that	it	is	fairly	similar	to	an	
email	program.
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12.5	 USING	THe	INTeRNeT	FoR	mARKeTING
As	in	conventional	marketing,	in	order	to	do	business	or	conduct	marketing	on	the	
internet,	any	business	needs	to	expose	itself	and	get	in	touch	with	customers.	This	is	the	
whole	idea	behind	the	creation	of	a	website.	The	involvement	in	e-commerce,	in	turn,	is	
aimed	at	doing	business	or	trading	on	the	internet.	The	following	markets	are	involved:

•	 the	business-to-business	market	(organisational	markets),	commonly	referred	to	as	
the	B2B	market

•	 the	business-to-consumer	market	(consumer	markets),	commonly	referred	to	as	the	
B2C	market

The	discussion	below	relates	to	the	ways	in	which	the	internet	can	be	used	to	make	a	
unique	contribution	to	marketing.

12.5.1	 one-to-one	marketing
Have	you	ever	had	the	feeling	that	you	have	become	no	more	than	a	number	and	a	
meaningless	name	to	the	businesses	with	which	you	do	business?	Those	of	you	who	are	
old	enough	will	perhaps	remember	the	days	of	small	stores	where	the	owner	worked	in	
the	store	and	knew	you	by	name	and	was	aware	of	your	needs,	desires	and	demographic	
details.	This	relationship	frequently	led	to	a	mutual	trust	relationship.	Study	this	section	
against	this	background,	and	try	to	think	of	examples	where	businesses	have	made	use	
of	this	type	of	one-to-one	marketing	to	recapture	the	personalisation	of	bygone	days.

12.5.2	 online	customer	service

(Study	this	section	in	the	prescribed	book.)

It	is	all	very	well	to	get	closer	to	and	more	intimate	with	one’s	customers,	but	such	
efforts	will	be	in	vain	if	that	contact	is	not	supported	by	effective	customer	service.	What	
special	techniques	can	be	applied	as	part	of	electronic	customer	service?	The	internet	is	
characterised	by	its	ability	to	rapidly	convey	information	to	customers	and	respond	to	
their	queries.

All	marketers	want	their	customers	to	be	so	delighted	with	the	customer	service	that	
they	revisit	the	website	again	and	again	and	ultimately	become	loyal	customers	of	the	
company.	The	contribution	of	the	website	and	the	electronic	customer	service	should	
not	be	regarded	as	an	isolated	activity,	but	as	part	and	parcel	of	the	total	market	offering	
and	total	customer	service	of	the	business	–	hence	the	need	for	the	whole	setup	to	be	
well	coordinated.

Bear	in	mind	that	a	number	of	tools	can	be	used	to	add	value	to	the	total	customer	
experience.
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Activity	12.2

Go	to	the	web	page	of	digital	planet	at	www.digitalplanet.co.za	and	identify	the	tools	
used	there.	First	open	the	website	and	then	register	yourself	on	it.	Start	at	the	home	page	
and	page	through	all	the	pages	and	see	if	you	can	find	any	relevant	information.	What	
do	you	think	could	be	added?

16Feedback

Note	the	following:

The	home	page	contains	the	following	information:

	

	• On	the	top	right-hand	side,	you	will	see	your	registered	name	personalising	the	website	
for	you.

	• There	is	also	a	link	for	contact	particulars.
	• Newsletters	and	product	and	promotional	news	are	distributed	to	customers.	

	• There	is	also	product	news	and	an	opportunity	to	make	comments	on	the	product.

	• If	you	follow	one	of	the	last	mentioned	links	you	can	'apart	from	leaving	comments'	also	
follow	Digital	Planet	on	Twitter.
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	• The	search	function	makes	the	website	more	accessible	and	usable	for	visitors.

	

What	could	be	added?

Facilities	for	making	comparisons	would	be	helpful	and	possibly	a	more	prominent	helpdesk	
function	with	a	list	of	frequently	asked	questions	(FAQs).

Were	you	able	to	think	of	any	additional	ones?

12.6	 INTeRNeT	mARKeTING	AND	SocIAl	meDIA	NeTWoRKS

(Study	this	section	in	the	prescribed	book.)

12.6.1	 The	meaning	of	social	media	networks
You	will	realise	that	social	media,	as	the	name	itself	explains,	afford	people	opportunities	
to	socialise	on	a	wider	scale	than	ever	before,	but	in	a	virtual	environment.	People	can	
now	communicate	with	many	friends,	acquaintances,	admirers	and	people	in	a	chosen	
interest	group	all	over	the	world	at	the	same	time.		Everyone	in	that	communication	group	
can	join	in	and	make	a	contribution.	It	is	easy	to	see	that	online	social	ties	are	formed	in	
this	way	and	because	of	the	different	interactions	between	people,	a	well-established	
network	comes	into	being.		Governments,	politicians,	businesses	and	marketers	need	to	
become	increasingly	aware	of	the	power	of	the	social	media.

Socialising	in	marketing	terms	generally	occurred	in	the	marketplace.	Even	in	bygone	
days,	the	marketplace	was	a	gathering	and	meeting	place	for	people.	Nowadays,	this	
no	longer	really	applies	to	the	new	markets	and	the	hustle	and	the	bustle	of	modern	
shopping	centres	and	central	business	districts.	However,	the	contemporary	marketer	
can	now	bring	this	back	in	a	virtual	environment.

Most	of	you	have	probably	had	some	exposure	to	these	social	media,	whether	in	the	
news	media	or	hands-on	on	your	PC,	laptop	or	cell	phone.	The	prescribed	book	mentions	
social	media	applications	such	as	Facebook,	Twitter	and	YouTube.
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Have	you	ever	used	any	of	these	social	media?	If	so,	have	you	ever	joined	a	special	interest	
group	or	group	of	a	specific	company,	institution	or	celebrity,	or	something	similar?		Look	
at	the	different	categories	of	social	media.	These	are	social	media	with	the	emphasis	on	
communication,	collaboration,	multimedia,	reviews	and	opinions	and	entertainment.

You	will	notice	a	few	basic	common	characteristics	of	social	networks	such	as	the	following:	

•	 Participation	is	free	for	their	members.	
•	 These	networks	tend	to	rely	on	advertising	for	their	revenue.	

This	brings	us	to	the	benefits	and	use	of	social	networks	for	marketing.

12.6.2	 The	benefits	of	social	media	networks	for	marketing	
The	social	media	networks	offer	many	benefits	to	the	marketer.	Make	sure	that	you	
understand	the	main	benefits	to	enable	you	to	make	recommendations	for	their	use	in	
marketing.	The	following	are	some	of	the	primary	benefits:

•	 Because	of	the	demographic	information	collected	by	the	social	networks,	advertisers	
are	able	to	target	their	advertisements	to	a	particular	audience.

•	 Marketers	can	use	social	media	to	create	inbound	marketing.	The	focus	in	inbound	
marketing	is	on	“being	found’	by	customers.	In	traditional	or	outbound	marketing,	
the	company	focuses	on	finding	customers.

•	 Marketers	can	spontaneously	and	instantly	obtain	valuable	information	and	feedback	
from	the	customer.

12.6.3	 Special	marketing	application	possibilities	through	social	media	
Social	media	per	se	can	be	interesting,	useful	for	retaining	contacts,	fun	and	even	a	waste	
of	time	if	misused.		The	social	media,	however,	provide	a	platform	for	marketers,	politicians,	
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action	groups,	environmentalists	and	many	more	to	be	heard	and	to	initiate	conversations	
with	the	online	audience.		Various	application	possibilities	for	the	use	of	social	media	as	
part	of	the	overall	marketing	strategy	are	emerging	as	marketers	endeavour	to	embrace	
the	social	media.	Try	to	think	of	a	few	other	possibilities.	A	few	examples	are	listed	below.	
You	will	find	more	in	the	prescribed	book.

•	 new	product	testing	and	introduction
•	 creating	a	brand	image	through	a	social	media	group
•	 paid	advertising	on	social	media	sites

12.7	 ANAlYSING	THe	ReSUlTS	oF	e-mARKeTING

(Study	this	section	in	the	prescribed	book.)

12.7.1	 online	reputation	management
Online	reputation	management	uses	the	tools	of	the	internet	to	monitor	and	analyse	a	
brand’s	reputation	and	to	engage	in	conversation	in	order	to	influence	its	reputation.	It	
is	vital	to	be	aware	of	people’s	and	customers’	perceptions	of	a	website,	as	well	as	the	
business	itself	and	the	service	and	brands	it	provides.		Social	media	can	play	a	huge	role	
here	by	entering	into	constructive	discussions	with	customers.

12.7.2	 Web	analytics	
Study	the	methods	described	in	the	prescribed	book.	You	will	see	that	even	simple	
methods	can	be	used	to	see	how	many	people	have	visited	the	website	and	how	many	
of	them	have	clicked	on	banners	or	have	been	convinced	to	purchase	the	product.	While	
the	visitor	is	on	the	website,	the	marketer	should	encourage	and	enable	him	or	her	to	
make	a	purchase.		You	do	not	require	an	in-depth	knowledge	of	this	topic.

Internet	marketing	is	successful	when	it	convinces	visitors	to	become	buyers	of	the	
product	or	service.	However,	there	is	no	doubt		that	the	longer	the	time	between	a	
purchase	intention	and	the	opportunity	to	buy,	the	greater	the	possibility	is	that	a	person	
will	change	his	or	her	mind.	The	best	option	therefore	is	to	offer	the	consumer	an	online	
purchase	opportunity.		This	purchase	opportunity	involves	selecting	products	and	paying	
for	them	online.	This	is	online	trading,	which	is	referred	to	as	e-commerce.
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12.8	 e-commeRce	

(Study	this	section	in	the	prescribed	book.)

We	have	seen	how	effective	e-marketing	can	be	because	of	the	internet’s	unique	powerful	
characteristics.	The	cherry	on	the	top	is	that	the	marketer	can	strike	while	the	iron	is	
hot	and	afford	visitors	to	the	website	the	opportunity	to	buy	the	advertised	product	
immediately.	This	overcomes	the	possibility	that	the	prospective	buyer’s	enthusiasm	
may	wane	if	the	purchase	opportunity	is	moved	too	far	away	in	time	to	be	changed	into	
a	buying	decision.	It	also	eliminates	the	chances	of	someone	else	transmitting	negative	
information	to	the	prospective	buyer.

12.8.1	 The	advantages	and	disadvantages	of	e-commerce
Before	one	can	actually	fully	understand	and	evaluate		e-commerce,	it	is	necessary	to	
consider	its	advantages	and	disadvantages.		Obviously,	its	main	advantage	is	“24/7”	
availability	and	the	fact	that	you	can	save	time	and	money	doing	the	transaction	online,	
as	opposed	to	driving	to	a	physical	shop	to	make	the	transaction.	So	why	do	we	not	all	use	
only	e-commerce	for	all	our	purchases?	This	is	where	the	disadvantages	come	in.	Study	
these	advantages	and	disadvantages	carefully	in	the	prescribed	book.		On	the	negative	
side,	people	are	reluctant	to	buy	online	because	they	are	scared	of	online	fraud.	They	
are	hesitant	to	give	out	their	personal	information	over	the	internet	in	case	someone	
gets	hold	of	the	information	and	uses,	say,	the	person’s	banking	details	to	steal	money	
from	his	or	her	account.	It	is	therefore	essential	for	the	marketer	to	emphasise	the	special	
protection	of	privacy	and	online	security	measures	that	he	or	she	has	put	in	place.	

12.8.2	 The	components	necessary	for	the	functioning	of	e-commerce
In	e-commerce,	real	trading	occurs	on	the	internet	as	a	result	of	the	facilities	that	make	it	
possible	to	do	financial	transactions	in	terms	of	placing	and	paying	for	orders.	The	nature	
of	the	internet	makes	it	easy	to	buy	and	sell	products	online	in	a	safe	environment.

E-commerce	websites	require	a	number	of	vital	components,	as	highlighted	below.

•	 storefront	software
•	 a	customer	registration	module/form
•	 customer	access	authorisation
•	 a	product	catalogue
•	 a	shopping	cart	or	basket
•	 the	transaction	process
•	 Integration
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The	following	is	an	example	of	the	storefront	page	of	the	well-known	Kalahari.net.	As	
you	can	see,	someone	has	registered	on	the	page.	His	name		is	Johan,	because	the	
page	has	been	personalised	and	calls	him	Johan.	Once	a	person	has	registered,	he	or	
she	can	decide	what	products	to	browse.

When	the	visitor	selects	a	product	to	purchase,	the	website	takes	him	or	her	to	the	
shopping	cart	or	basket:
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If	the	person	accepts	this,	the	payment	screen	will	pop	up	and	he	or	she	will	be	asked	
to	indicate	the	method	of	payment.

All	of	the	components	are	recognisable	as	components	you	have	encountered	in	your	
normal	shopping	experiences.	The	only	difference	is	that	everything	occurs	online.		
Owing	to	limited	space,	all	the	components	are	not	illustrated	here,	but	there	are	
also	pages	requesting	the	person’s	delivery	address	and	a	suitable	time	for	delivery.	
The	same	procedure	is	used	when	one	orders	a	product	from	a	shop	and	it	has	to	be	
delivered.	You	could	even	try	registering	online	at	Kalari.net	and	order	a	textbook	(if	
you	need	one).

12.9	 SelF-ASSeSSmeNT	qUeSTIoNS
The	following	questions	are	excellent	examples	of	what	you	can	expect	in	the	examination.	
Work	through	them	carefully	and	compare	your	answers	to	the	feedback	in	the	prescribed	
book.

(1)	 Describe	the	scope	of	internet	marketing.
(2)	 Describe	the	creation	of	the	different	components	of	a	website.
(3)	 Discuss	the	various	methods	that	can	be	used	to	market	a	website.
(4)	 Explain	how	the	results	of	e-marketing	can	be	analysed.
(5)	 Describe	the	meaning	and	main	components	of	e-commerce.
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12.10	 ReFlecTIoN
Before	tackling	the	next	study	unit,	refl	ect	on	the	following	questions:

(1)	 Where	in	your	professional	life,	do	you	think	you	would	be	able	to	use	the	skills	you	
acquired	in	this	study	unit?

(2)	 What	did	you	fi	nd	diffi		cult?		Why	do	you	think	you	found	it	diffi		cult?	Do	you	understand	
it	now	or	do	you	need	more	help?		What	are	you	going	to	do	about	it?

(3)	 What	did	you	fi	nd	interesting	in	this	study	unit?		Why?
(4)	 How	long	did	you	take	to	work	through	this	study	unit?		Are	you	still	on	schedule	or	

do	you	need	to	adjust	your	study	programme?

12.11		 coNclUSIoN
This	study	unit	discussed	the	tremendous	marketing	opportunities	off	ered	
by	the	world	wide	web	for	marketing	and	selling	products	online.	Designing	
a	website	forms	the	basis	of	the	online	marketing	activities	of	a	business.	
We	also	emphasised	the	fact	that	there	are	many	options	for	developing	a	
website.	A	website	can	be	designed	for	buying	and	selling	products	online	
in	the	same	way	as	a	normal	shop.

The	fi	nal	study	unit	deals	with	market	planning,	implementation	and	control.
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ToPIc	6

marketing	management	issues

AIm
The	aim	of	this	topic	is	to	introduce	you	to	the	topic	of	the	planning,	implementation	and	
control	of	marketing	activities.	You	will	also	learn	about	the	different	components	and	
decisions	relating	to	planning,	implementation	and	control	and	their	role	in	strategically	
managing	the	marketing	function	of	the	organisation	to	enable	it	to	gain	a	sustainable	
competitive	advantage.

leARNING	oUTcomeS
After	studying	this	topic,	you	should	be	able	to

•	 define	planning,	implementation	and	control
•	 explain	the	role	of	planning	in	formulating	a	marketing	strategy
•	 explain	what	needs	to	be	done	to	implement	a	marketing	strategy
•	 explain	the	process	of	evaluating	a	marketing	strategy
•	 describe	the	marketing	planning	process
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STUDY	UNIT	13

MARKET	PLANNING,	IMPLEMENTATION	AND	
CONTROL

INTRoDUcTIoN
Throughout	this	study	guide,	we	emphasised	that	marketing	is	fraught	with	risks.	Hence	
marketing	decisionmaking	is	by	definition	risky	because	it	relates	to	the	future,	and	the	
future	is	always	unknown.	To	ensure	that	they	survive	and	prosper,	marketers	have	to	be	
continually	on	the	lookout	for	potential	opportunities	and	threats.	Failure	to	do	so	may	
have	serious	consequences.	Planning	is	one	method	of	reducing	the	risks	associated	with	
decisionmaking.

Key�concepts

Getting�an�overview

13.1� Strategic�marketing�management

13.2� Planning

13.3� Planning�models

13.4� implementation

13.5� Evaluation

13.6� Self-assessment�questions

13.7� reflection

13.8� conclusion
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Key	concepts

•	 planning
•	 implementation
•	 evaluation	
•	 market	planning
•	 strategic	planning

GeTTING	AN	oVeRVIeW
This	study	unit	deals	with	marketing	planning,	implementation	and	control,	all	of	which	
are	vital	for	the	growth	of	an	organisation	in	the	current	dynamic	marketing	environments.	
Imagine	what	would	happen	if	there	was	no	planning	in	an	organisation	–	there	would	
be	no	implementation	and	control.	All	the	employees	in	the	organisation	would	be	able	
to	do	their	“own	thing”	and	there	would	be	no	proper	guidance	on	how	to	do	things	
properly.	Nobody	would	follow	any	kind	of	business	ethics,	which	would	lead	to	the	
ultimate	collapse	of	the	business.		This	study	unit	focuses	on	long-term	strategic	planning	
as	opposed	to	short-term	planning.

You	will	need	approximately	two	hours	to	work	through	this	study	unit	and	ensure	that	
you	understand	the	topics	covered.

This	study	unit	unfolds	as	follows:

Strategic	marketing	planning

Planning

Planning	models

Implementation

Evaluation
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13.1	 STRATeGIc	mARKeTING	mANAGemeNT	

(Study	this	section	in	the	prescribed	book.)

13.1.1	 The	meaning	of	strategic	marketing	management
The	process	of	strategic	marketing	management	involves	the	three	steps	highlighted	
below:

Figure�13.1

The	above	process	occurs	strategically	(long-term	view).	We	can	therefore	say	that	strategic	
marketing	management	involves	creating	and	maintaining	a	fit	between	the	organisation’s	
objectives	and	resources,	on	the	one	hand,	and	developing	market	opportunities,	on	the	
other.	This	can	be	achieved	by	reducing	risk	and	enhancing	the	quality	of	managerial	
decisionmaking	through	proper	planning	and	allocation	of	the	organisation’s	scarce	
resources.	Bear	in	mind	that	a	strategic	error	can	threaten	a	firm’s	very	survival.

Strategic	marketing	management	addresses	the	following	two	questions:	What	is	the	
organisation’s	main	activity	at	a	particular	time?	How	will	it	achieve	its	goals?	The	following	
are	examples	of	recent	strategic	decisions	made	by	major	South	African	organisations:�

•	 Pick	n	Pay’s	decision	to	market	financial	services	
•	 the	decision	to	replace	Ego	deodorant
•	 SA	Breweries’	decision	to	buy	the	Millers	company	and	brands	in	the	USA
•	 Foschini	buying	sports	retailer	Total	Sport

All	these	decisions	have	affected	or	will	affect	each	organisation’s	long-term	activities,	
its	allocation	of	resources	and	ultimately	its	financial	success.

13.2	 PlANNING

(Study	this	section	in	the	prescribed	book.)

Planning

Analyse	situation	
Set	goals	

Select	strategies

implementation

Organise	
Staff	

Direct

Evaluation

Compare	
performance	with	

goals
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13.2.1	 The	nature	of	planning
Planning	is	widely	defined	as	the	process	of	anticipating	events	and	determining	strategies	
to	achieve	the	firm’s	future	objectives.	Hence		planning	can	be	viewed	as	the	central	task	
of	marketing.	It	always	starts	with	the	gathering	of	information.

By	formulating	specific	objectives	and	defining	the	actions	required	to	attain	them,	
a	marketing	plan	provides	the	basis	for	a	comparison	between	actual	and	expected	
performance.	Whatever	level	strategies	are	used	for	planning,	information	is	gathered	
from	the	internal	and	external	environments,	interpreted	and	constantly	monitored.

Planning	has	the	following	advantages	for	any	business:

•	 It	encourages	systematic	thinking.
•	 It	improves	conditions	between	departments	and	management.
•	 It	provides	performance	standards	for	measuring	results.
•	 It	provides	a	logical	basis	for	decisionmaking.
•	 It	helps	to	improve	organisational	ability.

We	can	therefore	say	that	a	business’s	success	depends	on	factors	such	as	the	size	of	the	
market	segment,	the	preference	of	consumers	and	the	actions	of	competitors.

13.2.2	 The	marketing	planning	process
Thus	far	we	have	discussed	the	nature	of	planning.	We	will	now	look	at	the	marketing	
planning	process.

Marketing	planning	process	involves	designing	activities	relating	to	marketing	objectives	in	
a	changing	environment.	It	is	seen	as	a	basis	of	all	marketing	strategies	and	decisions.	For	
example,	issues	such	as	product	lines,	distribution	channels,	marketing	communications	
and	pricing	are	all	outlined	in	the	strategic	marketing	plan.

As	a	written	document,	it	acts	as	a	guide	to	future	marketing	activities	for	the	marketing	
manager.	By	specifying	objectives	and	defining	the	actions	required	to	attain	them,	a	
marketing	plan	provides	the	basis	for	determining	actual	and	expected	performance.		

Even	though	marketing	can	be	one	of	 the	most	expensive	and	complex	business	
components,	it	is	obviously	one	of	the	principal	business	activities.	The	written	marketing	
plan	provides	clearly	stated	activities	that	help	employees	understand	and	work	towards	
common	goals.

Compiling	a	marketing	plan	allows	the	marketing	manager	to	examine	the	marketing	
environment	in	conjunction	with	the	inner	workings	of	the	business.	Synchronising	the	
external	challenges	and	the	internal	capabilities	of	the	business	is	a	huge	challenge.	Once	
the	marketing	plan	has	been	written,	it	serves	as	a	reference	point	for	the	success	of	the	
future	activities.	It	allows	the	marketing	manager	to	enter	the	market	with	an	awareness	
of	possibilities	and	problems.	

The	marketing	plan	comprises	the	following	components	or	steps:
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Figure�13.2

Activity	13.1

Do	the	following	activity	and	compare	your	answers	with	the	information	provided	in	
the	prescribed	book:

Visit	any	business	of	your	choice	and	observe	how	it	implements	the	components	or	
steps	of	the	marketing	plan.	

17Feedback

The	business	you	visited	probably	uses	historical	appraisal,	situational	analysis,	planning	
assumptions,	marketing	objectives,	a	marketing	strategy	and	the	rest	of	the	plan.	However,	
some	companies	might	add	one	or	two	extra	steps	in	their	marketing	plan.

Step�1

Step�2

Step�3

Step�4

Step�5

Step�6

Historical	appraisal

Situational	analysis

Planning	assumption

Marketing	objective

The	marketing	strategy	section

The	rest	of	the	plan
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13.3	 PlANNING	moDelS

(Study	this	section	in	the	prescribed	book.)

13.3.1	 Growth	market	share	matrix
Large	diversified	firms	engaged	in	strategic	planning	diversification	often	create	strategic	
business	units	(SBUs).	That	is	why	a	company	like	Boston	Consulting	Group	compiled	
the	BCG	matrix.	The	BCG	matrix	measures	a	firm’s	SBUs	according	to	the	following	two	
factors:	the	annual	growth	rate	of	the	SBU	and	its	market	share	relative	to	that	of	its	
largest	competitor.	This	suggests	that	long-term	profitability	is	best	predicted	by	these	
two	indicators.

Four	different	product	classes	with	descriptive	names	are	distinguished	and	represented	
in	a	matrix,	as	indicated	in	the	prescribed	book.

The	BCG	matrix	is	therefore	an	original	portfolio	analysis	tool	that	uses	single	measures	
of	market	attractiveness	and	company	strength	to	predict	future	cash	flows	for	SBUs.

13.3.2	 market	attractiveness	enterprise	strength	model
The	second	model	for	selecting	strategic	alternatives	is	that	of	General	Electric.	It	consists	
of	a	market	grid	and	is	based	on	the	rate	of	return.	The	market	grid	is	bounded	by	two	
variables:	market	attractiveness	on	the	horizontal	axis	and	enterprise	strength	on	the	
vertical	axis.

The	market	attractiveness	position	is	a	compound	index	and	consists	of	the	following	
variables:

•	 market	segment
•	 market	growth	rate
•	 profit	margin
•	 competitors
•	 economic	conditions
•	 technological	changes
•	 sociocultural	changes
•	 actions	by	authorities

The	 enterprise	 strength	 shows	 how	 strong	 the	 organisation	 is	 compared	 with	 its	
competitors.	The	following	variables	are	evaluated	and	combined	in	an	index:

•	 market	share
•	 profitability
•	 technology
•	 product	quality
•	 resources
•	 knowledge	of	the	market
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The	organisation	itself	determines	which	variables	are	applicable	in	the	evaluation	of	
its	products.	It	is	clear	that	the	two	planning	models	discussed	complement	each	other.		
Both	of	them	can	be	used	in	the	planning	and	implementation	of	marketing	and	the	
marketing	strategies.	

13.4	 ImPlemeNTATIoN

(Study	this	section	in	the	prescribed	book.)

Implementation	is	the	process	that	turns	marketing	plans	into	action	assignments	and	
ensures	that	these	assignments	are	executed	in	a	way	that	achieves	the	objective	of	the	
plan.		Without	implementation,	planning	is	useless	to	any	organisation.

13.4.1	 The	importance	of	implementation
Implementation	is	one	of	the	key	routes	to	improved	business	performance.	Implementation	
activities	may	involve	detailed	job	assignments,	activity	descriptions,	time	lines,	budget	and	
plenty	of	communication.	Although	implementation	is	essentially	”doing	what	you	said	
you	were	going	to	do”,	many	organisations	repeatedly	fail	in	their	strategy	implementation.

A	brilliant	marketing	plan	will	be	doomed	to	failure	if	it	is	not	properly	implemented.	
These	detailed	communications	may	or	may	not	be	part	of	the	written	marketing	plan.	
If	they	are	not	part	of	the	plan,	they	should	be	specified	elsewhere,	as	soon	as	the	plan	
has	been	communicated.

13.4.2	 Drivers	of	strategy	implementation
To	make	sure	that	a	strategy	is	implemented	successfully,	an	organisation	can	make	use	
of	a	few	capabilities	in	the	organisation	to	drive	the	implementation.	These	capabilities	
include	the	following:

•	 organisational	structure
•	 leaders	in	the	organisation
•	 organisational	culture
•	 managerial	processes

13.4.3	 barriers	to	strategy	implementation
There	are	many	barriers	that	can	hamper	an	organisation’s	efforts	to	implement	its	
strategy	successfully.	Hence	it	is	essential	for	an	organisation	to	identify	these	barriers	and	
to	engage	in	honest	discussions	with	employees	about	these	barriers	and	their	possible	
causes.	Some	barriers	that	organisation	may	face	include	the	following:
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Another	critical	problem	of	implementation	might	be	that	many	strategy	implementers	
have	a	flawed	vision	of	what	a	strategic	position	in	an	organisation	implies	as	well	as	a	
myopic	view	of	what	is	needed	for	the	successful	management	of	operational	tasks	and	
projects	within	a	strategic	brief.	

No	strategy	or	project	can	be	successfully	implemented	if	it	has	not	been	properly	
controlled	and	the	effects	and	effectiveness	of	the	project	have	not	been	evaluated.

13.5	 eVAlUATIoN

(Study	this	section	in	the	prescribed	book.)

13.5.1	 The	nature	of	evaluation
After	a	marketing	plan	has	been	implemented,	it	should	be	evaluated.	Through	evaluation,	
the	managers	are	able	to	assess	any	mistakes	previously	made	or	during	the	project,	
in	order	to	be	more	effective	in	future.	Evaluation	entails	gauging	the	extent	to	which	
marketing	objectives	have	been	achieved	during	the	specific	period.	

The	aims	of	monitoring	and	evaluating	information	systems	for	key	stakeholders	include	
the	following:

•	 ensuring	project	performance	through	informed	management	decisionmaking	and	
control

•	 demonstrating	accountability	through	transparency
•	 promoting	organisational	learning	through	the	testing	of	development	hypotheses	

and	benefiting	from	lessons	learnt

13.5.2	 Steps	in	the	evaluation	and	control	process
Once	the	plan	has	been	selected	and	implemented,	its	effectiveness	must	be	monitored.	
Control	provides	the	mechanisms	for	evaluating	marketing	results	in	light	of	the	plan’s	
objectives	and	for	correcting	actions	that	do	not	help	the	organisation	achieve	its	goals	
within	budget	guidelines.

Unclear	strategy	
and	conflict	

priorities

Poor	coordination Goals	that	are	not	
well	defined

Strategy	formulators	
not	involved	in	

implementation

Ineffective	
management

Poor	vertical	
communication

Inadequate	
down-the-line	

leadership
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13.5.3	 evaluation/control	techniques
Evaluation	techniques	include	the	marketing	audit,	sales	analysis,	cost	analysis,	efficiency	
analysis	and	qualitative	observations.	These	are	all	key	evaluation	or	control	techniques.

•	 Sales	analysis	entails	a	comprehensive	investigation	into	the	composition	of	the	
organisation’s	sales.

•	 Market	cost	analysis	entails	a	comprehensive	investigation	into	the	organisation’s	total	
marketing	cost	structure.

•	 Efficiency	analysis	is	conducted	by	expressing	closely	and	rationally	associated	inputs	
and	outputs	as	a	relationship.

•	 A	market	audit	is	a	thorough,	systematic,	periodic	evaluation	of	the	goals,	strategies,	
structure	and	performance	of	the	marketing	firm.	It	helps	management	to	allocate	
marketing	resources	efficiently.	

•	 Customer	value	analysis	entails	computerised	database	lists	with	information	on	
current	and	potential	customers.

13.6	 SelF-ASSeSSmeNT	qUeSTIoNS
The	following	questions	are	excellent	examples	of	what	you	can	expect	in	the	examination.	
Work	through	them	carefully	and	compare	your	answers	to	the	feedback	in	the	prescribed	
book.

Step�1

Step�2

Step�3

Step�4

Step�5

Step�6

Step�7

Establish	performance	criteria

Do	performance	projection

Develop	marketing

Develop	marketing	plan

Evaluate	marketing

Establish	performance	criteria

Take	corrective	action
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(1)	 Briefl	y	discuss	the	steps	in	the	process	of	strategic	marketing	management.
(2)	 Discuss	the	various	types	of	planning	advantage	for	any	business.
(3)	 	Assume	that	you	are	responsible	for	strategy	implementation	in	your	organisation.	

Discuss	the	barriers	to	strategy	implementation.
(4)	 Discuss	the	steps	in	the	evaluation	and	control	process.

13.7	 ReFlecTIoN
Refl	ect	on	the	following	questions:

(1)	 Where	in	your	professional	life,	do	you	think	you	would	be	able	to	use	the	skills	you	
acquired	in	this	study	unit?

(2)	 What	did	you	fi	nd	diffi		cult?		Why	do	you	think	you	found	it	diffi		cult?		Do	you	understand	
it	now	or	do	you	need	more	help?		What	are	you	going	to	do	about	it?

(3)	 What	did	you	fi	nd	interesting	in	this	study	unit?		Why?
(4)	 How	long	did	you	take	to	work	through	this	study	unit?		Are	you	still	on	schedule	or	

do	you	need	to	adjust	your	study	programme?

13.8	 coNclUSIoN
The	study	unit	dealt	with	marketing	planning,	implementation	and	control	
and	their	eff	ect	on	the	success	or	growth	of	an	organisation.	The	success	of	
any	organisation	begins	with	the	proper	planning	and	execution		of	strategies.


