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[bookmark: _Toc336899431]Figure 1 | Marketing Management | Module Framework | TBix
[bookmark: _Toc336899270]Topic 1 | Introduction to marketing | SG1
[bookmark: _Toc336899271]Learning outcomes | SG1
· Demonstrate an understanding of the nature of marketing and retailing, the orientation to markets, and the marketing process
[bookmark: _Toc336899272]Study unit 1 | The nature of marketing | SG2
[bookmark: _Toc336899273]Key concepts | SG2
· Marketing;
· Retailing;
· Space gap, time gap, information gap, ownership gap, value gap, assortment gap, quantity gap;
· Primary activities, auxiliary activities, exchange activities.
[bookmark: _Toc336899274]Chapter 1 | The field of marketing | TB1
[bookmark: _Toc336899275]Learning objectives | TB1
· Explain what marketing is;
· Explain the concept of exchange;
· Describe the marketing activities;
· Discuss the four main marketing orientations;
· Define marketing;
· Explain the marketing process; and
· Discuss the marketing function in an organisation.
[bookmark: _Toc336899276]The nature of marketing | TB2
Marketing | TB2
Marketing has two sides:

1. On one side it is a management orientation which is focused on customers – to satisfy their needs;
2. On the other side, it is a number of activities that are combined in such a way so that not only are customers’ needs met but a profit is also made.

Definition: marketing - Marketing is the process of planning and executing the conception, pricing, marketing communication and distribution of ideas, products, and services to create exchanges that satisfy individual and organisational goals. 

These all refer to specific decision-making areas of marketing management. Marketing is thus the identifying and understanding of customers’ needs and the satisfaction of these needs. The basic activities of marketing are as follows:

1. Understand consumer needs;
2. Develop products that provide superior value;
3. Price that product correctly;
4. Distribute and promote it effectively.

Marketing thus encompasses a set of processes for creating, communicating, and delivering value to customers’ in a mutually beneficial relationship between the organisation and all its relevant stakeholders.

There are four ways in which a business can expand:

1. Market penetration: Existing products in existing markets - increasing the market share;
2. Product development: New products in an existing market - expanding products;
3. Market development: Existing products in new markets;
4. Diversification: New products in new markets.
Exchange and marketing | TB3
Central to the marketing process is exchange. Exchange means that people are prepared to offer something up in order to receive something in return – something that will satisfy their needs.

Lamb et al indicate that five conditions must prevail for any kind of exchange to take place:

1. There must be at least two parties
2. Each party must have something that the other party values
3. Each party must be able to communicate with the other party, and deliver the goods or services sought by the other party
4. Each party must be free to accept or reject the other’s offer
5. Each party must want to deal with the other party

A market exists if these conditions prevail, but that does not imply that an exchange will actually take place between the parties.
Gaps between production and consumption | TB4
The place where a product is produced is not necessarily the place where it is consumed and this causes gaps in the marketing process. Identifying these gaps can be described as core marketing strategies.

[bookmark: _Toc336899432]Figure 2 | The core marketing aspects | TB4
The successful marketing of a suitable market offering is possible only if all the gaps in the process have been effectively bridged. According to McInnis, five types of gaps can be distinguished:
1. Space gap: Geographical space (distance) between the manufacturer and the consumer;
2. Time gap: Demand for seasonal goods, such as fruit and vegetables, are sought the whole year round, distributors have to store large numbers for distribution throughout the year;
3. Information gap: Consumers need to know about the product, hence the need for advertisements;
4. Ownership gap: When a new house is purchased, the consumer becomes the owner only when it is registered in his or her name. However, the consumer requires finance from a bank to make the purchase possible;
5. Value gap: Both the seller and the buyer must agree on an acceptable exchange rate – price of the product.

The study guide identifies two additional gaps SG14 of 140:

1. Assortment gap: The discrepancy that occurs when producers produce and sell a limited line of identical or nearly identical products, but consumers want to choose from a wide selection of products. Retailers bridge the assortment gap by buying the limited product line offering of several different producers/wholesalers, creating product selection by combining these lines, and offering the combined product lines for sale to the consumer;

2. Quantity gap: Develops from economies of scale in production that require producers to produce and sell in large and often bulky quantities. On the other hand, consumers need to buy in small individual units because of low rates of consumption, limited storage space, transportation capabilities, and restricted funds available for purchases at any given time. To overcome this discrepancy, retailers buy large quantities from producers/wholesalers, perform “break-in-bulk” functions, and sell smaller quantities to other intermediaries (i.e. case lots) and consumers (i.e. individual units). This allocation process is vital in meeting the quantity demands of the marketplace.

Transporting products and conveying information have become increasingly complicated over time, creating an opportunity for the specialised services of intermediaries, who bridge the gap between buyer and seller and act as go-betweens for participants who are no longer in close contact. They are paid for their efforts by means of an acceptable exchange medium.

There are three main kinds of intermediaries:

1. Middlemen: Directly involved in taking title of products which are later sold to others. For example, Pep Stores;
2. Sales intermediaries: Agents who do not take title of products they sell. They provide and are paid for services to facilitate the sales process;
3. Auxiliary enterprises: Not directly involved in the transfer of title but provide support services to facilitate the selling process. Examples are Transnet, advertising agencies and commercial banks.

Price reflects the value of that specific product to the buyer. The perceived price of a product is not only its monetary value, but also includes factors such as:

· Time cost: The amount of money that could have been generated in the time spent to attain the product;
· Emotional cost: The emotional exertion the consumer had to go through to obtain the product.

Today consumers do not simply buy a physical product; they buy a market offering which combines the physical object with other need-satisfying qualities. The filling of the gaps necessitates the performance of certain action or activities – marketing activities.
[bookmark: _Toc336899277]Marketing activities | TB7
Marketing activities can be defined as those activities used to transfer the market offering to the buyer. The following primary, auxiliary and exchange activities can be distinguished:

1. The primary marketing activity is transport – the purpose is to deliver the product to the consumer in the quickest and safest way;
2. Auxiliary marketing activities include the following:

· Sourcing and supplying information: The seller must know who and where potential buyers are. This information can be obtained by conducting marketing research. Thereafter the seller can supply information to potential buyers by using marketing communication methods such as advertising and personal selling;

· Standardisation and grading: In order to close the gap between seller and buyer, manufactured products must be designed to conform to specific norms or standards. This facilitates the buying process, making it easier for the buyer to distinguish between the veer-increasing varieties of products available;

· Storage: This is an activity that closes the time gap. The seasonal production of agricultural products necessitates storage to ensure an even consumption of these products throughout the year. Warehouses are normally used for storage;

· Financing: Costs which are incurred in the transfer of products and services from sellers to buyers must be financed – usually by banks and other financial institutions;

· Risk taking: The owner of the product is exposed to certain risks, such as arson or theft, and can take out insurance as a form of protection against them.

3. The exchange marketing activities are buying and selling – ownership is transferred from one person to the other. Selling is an important task of the marketing department.

Over the years these marketing activities have been influenced by the prevailing marketing orientation over time.
[bookmark: _Toc336899278]Defining marketing | TB13
Marketing is the process of planning and executing the conception, pricing, promotion and distribution of ideas, goods and services to create exchanges that satisfy individual and organisational goals. Marketing is thus:

· About anticipating and satisfying consumer needs,
· By means of mutually beneficial exchange process, and
· Doing so profitably and more effectively than competitors, by means of efficient managerial processes.
[bookmark: _Toc336899279]Retailing in South Africa | SG6
The retailer plays an important role in a community. The retailer is regarded as the last link in the distribution chain linking the manufacturer to the final consumer. In this process the retailer provides the products or services needed by the consumer, in the right place, at the right time and in the right quantity.

The retailer is thus the last link in the distribution chain and plays an important role in ensuring customer satisfaction. In this chain, the retailer renders a service to both the manufacturer and the end-consumer.

When we look at the purpose of retailing, the underlying perception is that retailers strive to realise certain economic objectives. In most cases, they strive to obtain the highest profitability on their invested capital within the given constraints of the mission of the business.

Retailers are found in the primary, secondary and tertiary sectors. In the primary sector an enterprise may be supplying raw material to a manufacturer. Such an enterprise may be classified as a retailer if 50 percent of its sales are derived from the general public for private or household consumption or use.

The main difference between retailing and small business is therefore in the proviso that retailing must sell more than 50 percent of its goods and services to the end-consumer for personal or household consumption. However, a small business could also be a retailer.
[bookmark: _Toc336899280]Assessment | SG7
1. Explain the gaps between production and consumption in marketing and retailing.
2. Explain the marketing activities needed to bridge the gaps between production and consumption.
3. Define marketing and highlight the key words in the definition.
4. Briefly explain retailing in South Africa.

[bookmark: _Toc336899281]Study unit 2 | Orientation to markets | SG8
[bookmark: _Toc336899282]Key concepts | SG8
· Sales orientation, production orientation, marketing orientation, pure marketing concept;
· Consumer orientation, profit orientation, organisational integration, societal marketing orientation;
· Relationship marketing.
[bookmark: _Toc336899283]Marketing orientation | TB8
An organisation’s marketing activities are strongly influenced by the organisation’s marketing orientation. Four main competing orientations have influenced organisations over the years. These are commonly referred to as:
1. Production orientation;
2. Sales orientation;
3. Marketing orientation;
4. Societal marketing orientation.

1 | Production orientation | TB8
A production orientation is largely focused on the internal capabilities of a company instead of the needs of the market. This means that management assesses its own resources and asks questions such as: “What are we good at?”; “What are our fields of expertise?”; “Is there anything we can manufacture well and cost-effectively?” or “Is there a service we can perform well and cost-effectively?”
The internal capability of the organisation is the main focus point of the organisation, rather than the desires and needs of the marketplace.
This orientation’s major shortfall lies in the fact that it does not consider whether the goods and services that the organisation produces most efficiently also meet the needs of the marketplace.
2 | Sales orientation | TB8
A sales orientation, still followed by many companies today, focuses on aggressive sales techniques to entice people or companies to buy their products. They believe that high sales result in high profits. To sales-oriented organisations, marketing and selling can be regarded as synonymous.
The major shortfall of a sales orientation is a lack of understanding of the needs and wants of the marketplace.

3 | Marketing orientation (pure marketing concept) | TB9
A marketing orientation puts emphasis not only on the sales message and the price but also on the quality of products, the packaging thereof, the methods of distribution and the necessity to provide information by means of advertising.
A marketing orientation is based on an understanding that a sale depends not on an aggressive sales force, but rather on a customer’s decision to purchase a product. Perceived value also determines a business’s products and its potential to prosper.
To marketing-oriented firms, marketing means building long-term relationships with customers.
The pure marketing concept is an ethical code or philosophy according to which the marketing task is performed. The marketing concept often serves as a guideline for management decision-making.
The essence of the marketing concept lies in three principles:
1. Consumer orientation;
2. Long-term maximisation of profitability; and
3. The integration of all business activities directed at profitability and satisfaction of consumer needs, demands and preferences.

3.1 | Consumer orientation | TB9
The emphasis on consumers in marketing indicates that all marketing actions should be aimed at satisfying consumer needs, demands and preferences. This does not mean that marketing management must provide for unrealistic consumer needs. The organisation can provide need satisfaction only insofar as its resources enable it to do so. Achieving the profitability objective must also be taken into account. Failure to appreciate what the consumer wants creates opportunities for competitors.
Maximising the lifetime value of a customer is fundamental to relationship marketing.

3.2 | Profit orientation | TB10
Maximising profitability is the primary objective of a profit-seeking enterprise and can be achieved only with due consideration of consumer needs.
The overriding profit objective of a company is usually expressed in quantitative terms. Profit-seeking organisations attempt to achieve a specific rate of return on total assets in the long-term, rather than to obtain unduly high returns in the short-term. The long-term nature of the profitability objective distinguishes marketing from the bartering transaction from which it originally developed.
Non-profit-seeking organisations focus on effective and efficient utilisation of resources and cost reduction rather than on profits.
Secondary objectives are set in order to contribute directly – or indirectly – to the achievement of the main objective. Some examples of secondary objectives follow:
· Enhance the corporate image of the organisation in the eyes of the public – achievement of this objective can contribute indirectly to profitability;
· Increase sales – can influence profit directly by increasing income;
· Promote awareness of costs in the marketing department – can have a direct influence on profit by encouraging cost reduction;
· Innovation.
3.3 | Organisational integration | TB10
The basic principle of organisational integration is that the sum of all the parts is greater than the whole. A system is an integrated whole – a group of related units that work together to achieve a joint objective. This principle of the marketing concept is known as organisational integration.
Organisational integration goes in hand-in-hand with synergy and total quality management (TQM).
3.4 | Social responsibility | TB11
Social responsibility was recently added to the pure marketing concept as a fourth principle. It maintains that businesses are part of the larger society in which they operate, and are accountable to society for their performance.
There should be a balance between the needs of the customer, the profit the company wishes to make, its own integrated activities and the long-term best interests of society. 
Organisations demonstrate their social responsibility or societal marketing orientation by contributing to community projects and charities, and even sponsoring sporting events, instead of just focusing on their financial objectives.

[bookmark: _Toc336899284]Relationship marketing | TB11
The total quality management (TQM) principle, which in theory strives towards consumer satisfaction, underlies relationship marketing. Relationship marketing is in fact the essence of a market-driven approach to marketing management.
1 | A broader view of the market | TB11
Relationship marketing places its main focus on the maintenance of long-term relationships between the organisation, the government, the public, the suppliers of raw materials, the employees, and current and potential consumers. All the efforts of an organisation should be geared towards building these relationships. This is crucial for survival and growth.

Relationship marketing represents a broader view of the market and the marketing task, and evolved because of consumers’ need for honest and open communication from management, and not only lip service to the marketing concept.
2 | Expansion of the market offering | TB11
Relationship marketing acknowledges that different marketing strategies must be used for consumer acquisition and retention. It implies that the four marketing instruments of product, place, promotion and price alone are inadequate to ensure full customer satisfaction. There are two variables that should be added to this mix:

1. People: These are the employees who should be well-trained in customer service;
2. Process: Processes are integral parts of the production, administration and marketing functions.
3 | A bigger market |TB12
Relationship marketing also entails a wider view of the market itself.

In the total market there are various smaller groupings, all with a greater or lesser influence on the marketing effort. Close relationships, especially with the important groupings, must be maintained.

Relationship marketing differs from traditional segment-based marketing in that it endeavours to build a sustainable relationship with each and every one of its consumers to ensure repeat purchases.

Organisations are adopting micro-segmentation because of three important changes that have rendered traditional segment-based marketing inappropriate:

1. Consumers are more sophisticated and knowledgeable, their expectations are rising;
2. Drastic changes in technology;
3. An increase in competing vendors and products.

Handling customer complaints is an important facet of an internal marketing programme.

Some of the groups that can be identified here are the following:
· Current customers: Their loyalty is crucially important;
· Potential customers in unexploited markets: Must be contacted;
· Suppliers: Must be made aware of the importance of their cooperation in order to fully satisfy the needs of consumers;
· Potential employees: Must be carefully selected;
· Reference groups: Brand-loyal consumers, word-of-mouth advertising;
· Influencers: May be able to exert an influence on the marketing activities of the business e.g. government;
· Current employees: Part of the internal market.
[bookmark: _Toc336899285]Assessment | SG11

1. Explain a production and sales orientation to markets.
2. Explain the principles of the marketing orientation (pure marketing concept).
3. What does a societal orientation to markets entail?
4. Explain how an organisation should consider new concepts contained in relationship marketing if it wishes to implement this form of marketing.



[bookmark: _Toc336899286]Study unit 3 | The marketing process | SG13
The organisation's product or service does not automatically end up in the hands of the end-consumer in the target market. The process by which an organisation's product or service offering ends up in the possession of the end-consumer is known as the marketing process.
[bookmark: _Toc336899287]Key concepts | SG13
· Marketing process;
· Functional departments;
· Planning, implementation, organising, coordinating, leading, control;
· Non-profit marketing;
· Globalisation;
· Ethical approach;
· Customer value;
· Middle-aged market;
· Urban retail renaissance;
· Single-person household;
· Shifting social values.
The marketing process | TB14
The four variables, known as the four Ps, are the marketing instruments – or the marketing mix. Marketing management uses them to take decisions:

1. Product: Should satisfy the needs of the target market;
2. Place: Distribution of the product to the consumer including the retail institution;
3. Promotion: The marketing message should inform the target market about the product offering;
4. Price: The price that the consumer will be willing to pay.

The four variables combine in a market offering which the consumer may decide to buy if it provides satisfaction of his or her needs. 

Decisions regarding the four marketing instruments combine to form an integrated marketing strategy - or marketing plan - which is directed at a group of consumers in a specific environment for a specific market offering.

In the total consumer market there are many different groups. The members of each of these groups – also called market segments – have similar characteristics, needs and product preferences.

A target market is chosen from many different market segments. The market offering is often changed in some way or another to meet the preferences of different target markets.

Recent trends in marketing have introduced new concepts which imply that the internet can be used to develop a marketing strategy for a single consumer, or in other words, markets of one:

· Mass customisation;
· E-marketing;
· E-tailing.

Consumers select – and purchase repeatedly – those brand names that afford them the greatest need satisfaction in terms of the sacrifice that they must make. Often, the sacrifice is not only in monetary terms.
The marketing function in the organisation | TB15
The place of the marketing function | TB15
At least seven different functional departments can be identified in today’s large organisations. The marketing function is regarded as a key functional department due to its contribution to profits and its closeness to the consumer. A typical functional organisational structure is shown here:


[bookmark: _Toc336899433]Figure 3 | A typical functional organisational structure | TB16


[bookmark: _Toc336899434]Figure 4 | The marketing process | TB15
The functions of these departments are described as follows:

· The operations function: The physical utilisation of raw materials and their conversion into manufactured materials and finished products;
· The HR function: The acquisition, training, utilisation and retaining of a sufficient number of competent personnel;
· The financial function: The acquisition, utilisation and control of the funds necessary for running the business;
· The purchasing function: Ensures that the materials necessary for production are bought at the right place, at the right times, in the right quantities and at the right prices;
· The public relations function: Maintains and cultivates a favourable and objective image of the organisation among those whose opinion is important to the achievement of the business objectives;
· The information function: Makes available internal information for planning and control;
· The marketing function: Generates income from sales and is responsible for managing the marketing process;
· General management: Top, middle, and lower management have to plan for, organise, lead and control the organisation as a whole, as well as its individual functions.  

[image: ]
[bookmark: _Toc336899435]Figure 5 | Marketing in a retail organisation | SG15
The management tasks in marketing | TB17
Marketing management is defined as:

1. The process of setting goals for an organisation – considering internal resources and market opportunities;
2. The planning and execution of activities to meet these goals;
3. Measuring the progress towards their achievement.

The marketing management responsibilities are as follows:

· Identify opportunities and threats in the marketing environment;
· Identify opportunities which can be utilised in terms of internal strengths and weaknesses;
· Compile market data;
· Choose a specific target market;
· Decide on products to be produced to satisfy consumer needs;
· Decide on the selling price of the products in order to obtain the objective of profitability;
· Decide on specific distribution channels;
· Decide on marketing communication methods whereby consumers are informed, reminded and persuaded;
· Decide on selection, training, remuneration and motivation of marketing personnel;
· Organise and lead the activities of the marketing department;
· Control the marketing process.

These responsibilities are part of the three management tasks, summarised below:

1. Planning: Examining the various ways of utilising market opportunities;
2. Implementation: Organising and coordinating tasks and resources to achieve the organisation’s objectives;
3. Control/evaluation: Comparing actual performance with the marketing plans.


[bookmark: _Toc336899436]Figure 6 | The management task of marketing management | TB18
Task 1 | Planning | TB18
Planning by marketing management entails the examination of and the choice between various ways of utilising marketing opportunities, countering marketing threats and achieving marketing objectives.

· Adaptive planning: Framework for organising information, analysis, issues and opinions that form part of strategic decision making:

1. A situational assessment is conducted to identify the internal and external factors impacting the organisation, as well as its past performance concerning these factors;
2. Creative and strategic solutions are then conceptualised to address these factors;

Marketing decisions thus begin with the identification and evaluation of marketing opportunities and threats, and internal strengths and weaknesses.

· Contingency planning: Developing plans to provide an alternative to the main plan in the event that an external factor impacts on the original plan. The contingency plan deals with events that were foreseen but considered unlikely to occur.

Task 2 | Implementation | TB19
Organising and coordinating calls for the creation of an organisational structure best suited to the implementation of the marketing decisions in order to achieve marketing objectives. Marketing activities are thus grouped rationally, and individual divisions and managers are tasked with carrying them out.

Leading involves:

· Staffing;
· Communicating;
· Motivating.

From a marketing viewpoint, leading embraces all the marketing decisions for putting preparation into practice:

· Planning;
· Organising;
· Coordinating;
· Controlling.

Over time a few contemporary leadership styles have emerged including the following:

· Contingent reward leadership: Management closely supervises the employees, and facilitates all their activities and tasks.
· Laissez faire leadership: The opposite of contingent reward leadership; management is minimally involved in the daily activities of personnel.
· Management-by-exception leadership: Management intervene only when personnel’s performance standards have not been met.
· Transformational leadership: Leaders use inspiration and charisma, seeking to intellectually stimulate the sales personnel, and treat each employee as an individual. The ultimate goal is to move personnel beyond their own self-interests toward those of the organisation.

Task 3 | Control | TB20
Controlling – or evaluation – is the regulatory task of marketing management, and its purpose is to align actual performance with marketing plans. In order to exercise control it is essential to:

1. Set standards: Determine what has to be controlled and where marketing control is necessary;
2. Measure marketing performance and compare with the defined standards;
3. Evaluate the differences between the actual performance and the defined standards;
4. Take corrective measures to ensure future performance is in line with marketing plans.

If the marketing management tasks are not properly performed:

· Purchasing management will not know which raw materials to purchase;
· PR management will not know how to perform or improve its liaison function;
· Financial management will not know how much funding is required;
· HR management will now know how many people to employ.
Marketing challenges that lie ahead | SG16
Various trends may be identified in the market environment that are changing the face of marketing and that at the same time challenge organisations' marketing strategies. These trends include:

· Growth of non-profit marketing;
· Globalisation;
· Changing world economy;
· Call for a more ethical and socially responsible approach to marketing.

There are more challenges that affect the way in which retail organisations operate:

· The rise of the single-person household: Rising divorce rates, increased work demands, declining government financial support for families, rising costs of childcare will all take their toll on the nuclear family. The challenge to retailers is to accommodate smaller households with smaller quantities of products, as well as extended shopping hours for working single mothers and fathers;
· Shifting social values and shopping behaviours: Sharp rise in violence will change the shape of society and retailing. Increased crime will lead to more attempts to control access to malls and fewer public areas with free, uncontrolled access. Mall developers will be under greater pressure to limit access to their malls as a means of creating a shopper-friendly environment;
· Urban retail renaissance: Increase in population of inner cities; this trend will accelerate over the next few years. The increase in population coupled with renewed interest from developers, places inner city retailing on the comeback trail. In South Africa, this will lead to a new type of poor working class living close to their work; 
· The changing needs of the middle-aged: The chief barrier in the increase of middle-aged men is their energy. They are more income-constrained than they appear. Faced with increased costs of school fees and retirement planning, retail spending will be a declining priority;
· Youth – more fashion, more violence: Population groups will experience sharp growth over the next few years. More teenagers will point to a renewed interest in fashion, and an improved business environment for cars and sporting goods, alcohol, and a sharp increase in drug use, crime and violence. Retailers will have a large pool of entry-level workers to draw from, but will face an unending challenge of dealing with the problems of shoplifting and small crime.
Assessment | SG18
1. Explain what the marketing process entails.
2. Discuss the place of marketing in the overall organisational structure.
3. What role does the marketing function play in the management of the organisation?
4. Explain the main functions in a retail organisation.
5. Explain the marketing challenges that lie ahead for marketers and retailers.



[bookmark: _Toc336899288]Topic 2 | The marketing environment | SG19
[bookmark: _Toc336899289]Learning outcomes | SG19
· Explain the composition and functioning of the marketing environment;
· Illustrate the effect of the microenvironment on an organisation;
· Illustrate the effect of the market environment on an organisation;
· Illustrate the effect of the macroenvironment on an organisation;
· Conduct a SWOT analysis for an organisation.
[bookmark: _Toc336899290]Study unit 4 | Composition and functioning of the marketing environment | SG20
[bookmark: _Toc336899291]Key concepts | SG20
· Marketing management;
· Marketing environment;
· Environmental change, trends in the environment
· Microenvironment, market environment, macroenvironment.
[bookmark: _Toc336899292]Chapter 2 | The marketing environment | TB23
Learning objectives |TB23
· Explain the concept ‘marketing environment’;
· Explain the interfaces between marketing management and the environment, namely the role of marketing management, and opportunities and threats in the environment;
· Describe the composition of the marketing environment, namely the micro-, marketing and macro-environmental variables in the environment, and their implication for marketing management; and
· Discuss alternative methods of environmental scanning.
The composition of the marketing environment | TB27
The marketing environment is the sum total of the factors or variables and players which influence the ability of marketing management to successfully develop strategies for its target market.

Study Figure 2.2 | Composition of the marketing environment (marketing environment model) | TB28

The marketing environment has three components, also called the sub-environments, known as the:

1. Microenvironment
2. Market environment; and
3. Macroenvironment. 

These sub-environments are made up of variables that could have an effect on a business, its workers and their families. In the market environment, for example, competition may have a negative effect on the business, lowering its profitability and impacting negatively on wage negotiations with the labour force. This is just one instance of how a variable beyond a business's control could influence the running of the business. 

· The enterprise influences the market environment through its strategy; the market environment has a direct influence on the microenvironment through competitors, consumption, expenditure etc.
· The enterprise has only a slight influence on the macroenvironment; and the macroenvironment influences the enterprise indirectly through interest rates, legislation, technology advances, political influences etc.
· The macroenvironment also influences the organisation indirectly through the market by means of the market environment, for example: the effects of taxation on consumer spending.
Assessment | SG23
1. Briefly explain the composition and functioning of the marketing environment.
2. Explain the interaction between a business and its marketing environment.


[bookmark: _Toc336899293]Study unit 5 | The microenvironment | SG24
The microenvironment of an enterprise refers to all the activities that it carries out. 
Key concepts | SG24
· Marketing management;
· Human resource management;
· Financial management;
· Operations management;
· Purchasing management;
· Public relations management.
The microenvironment | TB28
The microenvironment is the internal environment which comprises the organisation itself:

· Mission and objectives of the organisation;
· The organisation’s functional management e.g. marketing, financial management etc.;
· Resources e.g. human resources, capital, know-how.

There are four basic top management decisions which are important for marketing management:

1. The basic line of business: the product or service of the organisation;
2. The overall goals of the organisation;
3. The role of marketing management in the above;
4. The role of other management functions in reaching the overall goals.

Study table 2.1 | Variables in the microenvironment controlled by top management | TB29

[bookmark: _Toc336899411]Table 1 | Variables in the microenvironment controlled by top management | TB29
	#
	Variable
	Alternatives

	1
	Basic line of business (product or service)

	
	· Product/service category
	Manufacturing, distributor, wholesaler

	
	· Technology category
	Tourism, fast food, clothing, hotel industry, computers

	
	· Geographic category
	Neighbourhood, city, region, province, national, international

	
	· Ownership category
	Sole proprietor, partnership, close corporation, public corporation

	
	· Specific business category
	e.g. City Lodge (hotel industry, national), Premier Foods (food, manufacture, national), Hatfield Bakery (bakery industry, Pretoria only)

	2
	Overall goals

	
	· Sales
	Certain percentage increases per year or percentage market share

	
	· Profit
	Minimum percentage gross on net profit (on sales), profit ratios per product (patents), geographic area or rate of return on investment

	
	· Customer acceptance
	Environmentally friendly products and socially responsible products (toys and medicine)

	3
	The role of marketing management

	
	· Importance in the business
	Line or staff functions, extensive budget and resources, role in strategy formulation

	
	· Functions
	Market research, planning, distribution, franchising

	
	· Integration
	Integration, decentralisation

	4
	The role of the other management functions

	
	· Human resources management
	Determining responsibilities of each function, position of each in the organisational structure, relationship between functions

	
	· Financial management
	-

	
	· Operations management
	-

	
	· Purchasing management
	-

	5
	Control
	Audit, cost analysis, control systems



From the above-mentioned top management decisions, marketing management must determine the variables for which it is responsible. The variables in the microenvironment which are controlled by marketing management are as follows:

1. Selection of target market: Size and characteristics;
2. Marketing objectives: Sales, profit, image, competitiveness;
3. Organisational structure: Type;
4. Marketing plan: Product/service, distribution, price, marketing communication;
5. Control.

Study Table 2.2 | Variables in the microenvironment controlled by marketing management | TB30

[bookmark: _Toc336899412]Table 2 | Variables in the microenvironment controlled by marketing management | TB30
	#
	Variable
	Alternatives

	1
	Selection and target market

	
	· Size
	Mass market, specific market segment, geographic area

	
	· Characteristics
	Male, female, young, old, conservative, liberal

	2
	Marketing objectives

	
	· Sales
	Brand loyalty, new products, new markets

	
	· Profit
	Profit ratio per product, area, quantity

	
	· Image
	Quality, friendly service

	
	· Competitiveness
	Competitive advantage through better product, power price, extensive marketing communication

	3
	Organisational structure

	
	· Type
	Functional, product, area

	4
	Marketing plan

	
	· Product/service
	One basic model, one colour, sizes, styles

	
	· Distribution
	Direct, wholesale, cybermarketing/e-commerce

	
	· Price
	High, low, skimming

	
	· Marketing communication
	Advertising, personal selling, publicity

	5
	Control
	Audit, cost analysis, control systems



Marketing management’s success is influenced mainly by what happens in the rest of the organisation, as well as occurrences in the market and macro-environments which affect the marketing effort. Market managers must not only study the needs of the target market but must also consider other variables and interest groups e.g. functions in the organisation which constitute an organisation’s internal or microenvironment.
The following are the requirements for a good mission statement | SG25:
· It should describe the business and the customer domains of the business. The business domain should answer the question: "What is the business and what should it be"? The customer domain should provide answers to the question "Who is your customer?"
· It should describe the retailer's responsibilities to the people with whom he/she interacts. These include the customer, the community, the shareholders and the employees.
· The mission statement should provide details of how the retailer's objectives will be realised, for example, by stocking high-quality products with superior merchandising and enthusiastic staff.
· The mission statement should also show how the business should compete in the marketplace, and how it should interact with its suppliers, its marketing channels and its competitors.
· It should also be realistic and acknowledge how it will acquire, maintain and use resources, which include financial assets and liabilities, the organisational structure, the human resource component and the store facilities, fixtures and equipment.
· The mission statement should also refer to the retailer's sustainable competitive advantages, which may be visual merchandising, exclusive supplier arrangements, inventory planning or the control system.
Different types of objectives:
1. Marketing objectives are formulated to obtain customer patronage and achieve a competitive position in the market. Customer patronage refers to sales objectives (e.g. 10% growth in sales of the Centurion Edgars store during 2001), an increase in customer traffic or an increase in customer loyalty. The competitive position refers to the retailer's market share, his/her image in the eyes of customers and vendor relations (e.g. maintaining a good balance between established and newly emerging vendors);
2. Financial objectives are set to ensure that the retailer operates profitably and productively. Profitability refers to objectives such as return on assets (ROA), earning per shareholder and stockholder dividends. Productivity refers to the objectives of labour productivity (e.g. labour productivity can be calculated by dividing net sales by the total number of employees), space productivity (calculated by dividing net sales by the surface of the sales area) or merchandise productivity (i.e. the stock turnover of the retailer);
3. Societal objectives refers to a retailer's social responsibilities (e.g. supporting Red Nose Day and the Street Children Fund) and corporate values (e.g. sound ethical values, etc.)

There are various management functions (or tasks) that have to be performed in order to attain the objectives formulated by the manager. These functions, in the case of a retailer, include
· Human resource management: This includes the appointment of workers by identifying their training needs and solving their problems;
· Purchasing management: This refers to the crucial function of obtaining stock at competitive prices and ensuring the regular supply of stock to the store;
· Operations management: This includes the layout of the store and the flow of stock through it;
· Financial management: This is an important function of a marketer and includes the management of the cash flow of the store;
· Marketing management: This deals with the activity of communicating with the target market;
· Public relations management. This function interacts with the different role players in the marketer's environment and includes the city council, the general public and other interested parties.

The marketing function (see table 2.2 on p30 in the text book) has the following objectives:
· A sales objective;
· A profit objective;
· An image objective: this ties in with the consumer acceptance objectives;
· A competitive objective: e.g. how to position your product range in relation to those of the competitors. 
Assessment | SG28
1. Explain the variables in the microenvironment controlled by top management and those variables controlled by marketing management;
2. Briefly discuss the different management functions that have to be performed to attain the objectives set out by the manager of any business.


[bookmark: _Toc336899294]Study unit 6 | The market environment | SG29
Key concepts | SG29
· Consumers, competitors, intermediaries, suppliers;
· Consumer markets, industrial markets, government markets, resale markets, international markets;
· Potential new entrants, substitutes, buyers, opportunities, threats.
The market environment | TB31
The key variables in this environment are the following:
· Consumers: with a particular buying power and behaviour, which in turn determine the number of entrants to the market;
· Competitors: who are established in the market and wish to maintain or improve their position, including existing, new and potential competitors. Retailers face two basic types of competition: intratype competition and intertype competition:
1. Intratype: refers to the competition between two or more marketers who use the same type of business format. For example, Checkers/Shoprite supermarkets compete with Pick ‘n Pay supermarkets using the same type of store, layout, stock carried and information systems;
2. Intertype: refers to the situation where two or more marketers compete with different retail formats in the market. An example is the Edgars fashion retailing group, which also competes with Pick ‘n Pay Hypermarkets in selling clothing to customers.
· Intermediaries: who compete against each other to handle the business’s products, or wish to handle only those of competitors. Intermediaries, such as wholesalers and retailers, evolved to bridge the gap between the manufacturer and the supplier. New developments in this field constitute opportunities for, or threats to, certain businesses operating in this particular industry. One such example is the development of convenience shops at filling stations and the resultant threats to the traditional convenience stores, such as cafés, in South Africa;
· Suppliers: who provide, or do not wish to provide products, raw materials, services and even financing to the business.
· Opportunities and threats.
All these variables create particular opportunities and threats. A market environment has a strong influence on the success or failure of the business. The principal task of marketing management in this environment is to identify, evaluate and utilise opportunities that arise in the market and then to develop its strategies in order to meet the competition.
Consumers | TB31
The market consists of people with specific needs that have to be satisfied and who have the financial ability to satisfy them. Consumers are the chief components of the market environment. There are five groups of consumers or markets:
1. Consumer markets;
2. Industrial markets (also called B2B markets);
3. Government markets;
4. Resale markets;
5. International markets.
1 | Consumer markets | TB31
In these markets, individuals and households purchase products and services for personal consumption. In studying the consumer market, marketing management firstly analyses the number of consumers in a particular area.
A significant component of the consumer market is the buying power of the consumers. Buying power is represented mainly by the personal disposable income of consumers. Personal disposable income is that portion of personal income that remains after deducting direct tax, plus credit (loans from banks, shops and other institutions), which can be used to purchase consumer products and services. An example of a list of the main characteristics of the consumer market:
· Number of consumers;
· Buying power;
· Language;
· Age structure;
· Gender distribution;
· Marital status;
· Family size;
· Literacy influence;
· Spending patterns.
The consumer market can also be grouped into:
· Durable products: Furniture, household appliances, cars;
· Semi-durable products: Clothing, shoes, car tyres;
· Non-durable products: Food, tobacco;
· Services: Insurance, rent, communication.
This classification enables marketing management to analyse specific segments of the market.
2 | Industrial markets (also called B2B markets) | TB33
Industrial markets are markets in which manufacturing organisations buy products and services for their own consumption and/or use in the production of further products or services. This expenditure by the industrial market involves:
· Capital goods: machinery, plant and heavy equipment);
· Investment;
· Inventory;
· Consumption of raw materials.
3 | Government markets | TB33
Government markets refer to purchases by the government, and the provinces and local authorities.
4 | Resale markets | TB34
Resale markets refer to businesses that purchase products and services in order to resell them at a profit. This entails trade in a particular country or area. It includes, among other things:
· The wholesale;
· The retail;
· The liquor trade.
5 | International markets | TB34
International markets refer to foreign buyers, which include:
· Consumers;
· Manufacturers;
· Resellers;
· Government.

Competitors | TB34
Competitors often determine how much of a given product can be marketed and at what price. Organisations not only compete for a share in the market for their product, but also with other organisations for:
· Labour;
· Capital;
· Entrepreneurship; and 
· Material.
Competition, as a variable in the market environment, can be defined as: a situation in the market environment in which several organisations with more or less the same products or services compete for the support of the same consumers.
The result of this competition is that the market mechanism:
· Keeps excessive profits in check;
· Acts as an incentive to higher productivity; and
· Encourages technological innovation.
The nature and intensity of competition in a particular market environment are determined by five factors:
1. The possibility of new entrants or departures (competitors);
2. The bargaining power of clients and consumers;
3. The bargaining power of suppliers;
4. The availability or even lack of substitute products or services;
5. The number of existing competitors.
The collective strength of these five forces determines the competitiveness in the industry and therefore the profitability of the industry. The weaker the five forces the better the chances are of success.
There are ways in which the business can influence these five forces in its favour:
· Market segmentation;
· Positioning;
Continuous scanning of the competition provides the basis for the development of the marketing strategy.
· It emphasizes the critical strengths and weaknesses of the business;
· Gives an indication of the positioning decisions which must be taken;
· Singles out the areas where strategic changes can contribute the highest returns;
· Focuses on industry trends in terms of opportunities and threats.

[bookmark: _Toc336899437]Figure 7 | Competitive forces in an industry (Porter’s five-forces model) | TB35

Intermediaries | TB36
Intermediaries bridge the gap between the manufacturer and the consumer. By bridging the gap the following utilities are created:
· Place;
· Time;
· Ownership.
Intermediaries are wholesalers and retailers, commercial agents and brokers, and even spaza shops. There are also financial intermediaries such as banks and insurers. Decision making by marketing management is complicated by the following:
· The dynamic and ever-changing nature of intermediaries: New trends in turn-over or consumption are responsible for the development of new types of intermediaries. Examples of contemporary South African trends in this regard are: extended shopping hours, growing importance of large shopping centres in black residential areas, pressure on the smaller shops such as spaza shops and hawkers, and e-commerce.
· Decisions about intermediaries mean the formation of long-term alliances: This may have certain implications for the marketing strategy. The power of large retailers may have specific implications for price and advertising decisions, and product diversification is dependent on the capacity of intermediaries.
Suppliers | TB37
An enterprise requires inputs from the market environment. These inputs are primarily material, including:
· Raw materials;
· Equipment;
· Energy;
· Capital; and
· Labour.
Suppliers are an important variable in the market environment. If a business cannot obtain the necessary inputs of the required quality in the right quantity and at the right price for the achievement of its objectives, it cannot hope to achieve success in a competitive market environment.
Opportunities and threats in the market environment | TB38
Changes are brought about in the market by:
· Variables and their interactions;
· Trends that constantly develop in the macroenvironment.
These can be classified into two groups:
1. Opportunity: Defined as a favourable condition or tendency in the market environment which can be utilised to the benefit of the organisation by means of a deliberate management effort – opportunities always have to be assessed against the background of the organisation’s resources and capabilities. The success of a business in making good use of an opportunity therefore depends upon its ability to satisfy the requirement for success in that particular market.
2. Threat: Defined as an unfavourable condition or tendency in the market environment that can, in the absence of a deliberate effort by management, lead to the failure of the business, its product or its service.
The market environment entails an interaction between an organisation and its suppliers, consumers and competitors with alternative marketing offerings. The interaction can result in opportunities or threats to a business, and marketing management must be aware of trends in the market environment so that management can utilise opportunities profitably and avoid threats in good time. For this purpose the proper instruments are:
· Environmental scanning;
· Marketing research; and
· Information management.
Assessment | SG33
1. Explain the different groups of consumers or markets.
2. What are the five factors involved in the nature and intensity of competition?
3. Explain the importance of intermediaries and suppliers.
4. Illustrate the influence of opportunities and threats in the marketing environment.


 
[bookmark: _Toc336899295]Study unit 7 | The macroenvironment | SG34
In this study unit we will discuss the macroenvironment, which contains variables that directly or indirectly affect all businesses and the market environment. The variables are uncontrollable and external to the firm, and are sometimes called megatrends. This means that they affect all of the players in the entire marketing environment.
Key concepts | SG34
· Economic environment, institutional/political environment, international environment, physical environment, social environment, technological environment;
· Environmental scanning.
Study Figure 2.2 | Composition of the marketing environment (the marketing environment model) | TB28
The macroenvironment | TB38
The composition of the macroenvironment | TB38
The macroenvironment contains variables that directly or indirectly exert an influence on the business and its market environment. These variables constitute those uncontrollable forces in the environment that are sometimes referred to as megatrends. There are six variables (or sub-environments):
1. Technological environment: Responsible for the rate of innovation and change;
2. Economic environment: Involves factors such as inflation, recession, exchange rates, and the monetary and fiscal policies that influence the welfare of the business and its community;
3. Social environment: Concerns the individual’s way of life, customs and standards formed by his or her culture, these also make certain demands on the business;
4. Physical environment: Comprises natural resources as well as the improvements made by people, for example roads and bridges, mineral wealth, and flora and fauna;
5. Institutional/political environment: Embraces the government with its political involvement and legislation;
6. International environment: Concerns local and foreign political trends and events that influence organisations and the market environment.

1 | The technological environment | TB39
Technological innovation is a process which enlarges the capabilities of mankind. Technological innovation originates in research and development by business as well as the state, and results not only in new machinery or products, but also in new processes and methods, and even new approaches to management that bring about change in the environment. Technological innovation also affects other environmental variables. The economic growth rate is influenced by:
· The number of new inventions; and
· Social change.
These variables in turn influence technology, and so the process of innovation and change is repeated. 
Every technological development or innovation creates opportunities and threats in the environment. Technological or scientific innovation often has unpredictable consequences. The most outstanding characteristic of technological innovation is probably the fact that it constantly accelerates the rate of change.
Marketing management has a threefold involvement in the process of technological innovation and change:
1. It promotes technological innovation when it identifies new consumer needs and when it influences technology in such a way that it leads to the satisfaction of those needs;
2. It distributes technological innovation throughout society – that is, marketing tracks down new inventions and then develops and commercialises them;
3. Marketing management is involved in scanning technological progress and the opportunities and threats that it poses for the business.
Some of the unique characteristics of the technological environment are as follows:
· Accelerating the pace of technological change;
· Unlimited opportunities for innovation;
· No increase in expenditure on research and development (R&D): More companies are happy to be followers, making minor modifications to existing products;
· Increasing regulation regarding technological change.
Technological innovation will not necessarily render the older technology obsolete:
· A new technological advancement does not necessarily smother an old technology, but can even stimulate its growth because the threatened organisations improve their technologies. For example, safety razor sales have increased 800% since the advent of the electric razor;
· In most cases, firms involved in the old technology have a substantial amount of time to react to the new technology;
· It’s relatively difficult to predict the outcome of a new technology, and it tends to create new markets instead of encroaching on existing ones;
· Technological innovations are unlimited and continuously affect the environment.
In scanning the technological environment, marketing management must keep in mind the maturity of an existing technology, and its possible replacement with a new one. Technological innovation is especially possible when:
· The physical boundaries of an existing technology are reached;
· Research and development in a certain area become uneconomical; and
· Competitors start to experiment with expensive and risky technology.
Technological progress affects the business as a whole, including its:
· Product;
· Lifecycle;
· Supply of materials;
· Production processes;
· Management approach; and ultimately its
· Position in the market.
2 | The economic environment | TB41
The economy is influenced by technology, politics, and the social and international environments, while it in turn also asserts some influence on these variables. These cross-influences cause on-going change in:
· The economic growth rate;
· Levels of unemployment;
· Consumer income;
· The inflation rate; and
· The general state of the economy, which is indicated by either prosperity or adversity.
The main interfaces between the economic environment and the business are:
· The economic growth rate;
· Consumer income;
· Inflation;
· Monetary and fiscal policy; and
· Fluctuations in these magnitudes.
The economic well-being of a community is measured by the range and number of products and services produced. Expressed in financial terms, this standard is equivalent to the gross domestic product (GDP) – that is, the total value of finished products and services produced within the borders of a country during a given period, usually a year.
Although the economic growth rate has a decisive effect on marketing management, it is the correct gauging of the upswing and downswing phases of the economy that has a significant influence on marketing strategy.
The effects of inflation on the business are profound. For example:
· It causes bogus profit, while making inroads into capital;
· It makes cost accounting and the financing of credit difficult;
· It forces the industrial buyer to build up supplies, while consumers adjust their behaviour to account for a keener price competition
Another economic variable affecting a business and its market environment is the government’s monetary policy. In accordance with which the following variables are are relative to the disturbances that other country’s monetary units are relative:
· Money supply;
· Interest rates;
· Position of a country’s monetary unit.
Fiscal policy affects both the business and the consumer through taxation rates and tax reforms.
3 | The social environment | TB44
Social change is the environmental variable most subject to the influence of other variables, especially technology and the economy. It affects management indirectly through people as consumers and employees.
People are products of their community; as members of a particular community they accept and assimilate its language, its values, its faith, its expectations, its laws and its customs. This culture, the sum total of the way of life of a group of people, influences the individual’s way of life. Thus consumption cannot be explained solely in economic terms – the effects of culture and social change must be considered. Culture is not static, over time it changes a community’s values, expectations, lifestyle and customs.
The culture of a particular country is not completely homogeneous. There are many sub-cultures based on such things as nationality, religion, population group or geographic area.
The business stands at the centre of social change:
· On the one hand, it contributes to social change; while on the other
· It should constantly be aware of the major influences of social currents on itself.
Some observable social trends include:
· Demographic change: change in the growth and compositions of populations – is probably the social variable that causes the most change in the market
Demographic trends that influence the purchase of products and services are the following:
· Urbanisation, employment and the ability to provide housing, food and urban services;
· The changing population composition in developed countries provides a significant over-65 market for housing, insurance, health care and tourism;
· The increasing economic power of women with wider interests outside the home, more disposable income and less time to buy;
· The increase in the number of households because of the rise in the divorce rate.
Another social variable with clear implications for management is the changing role of women in society. With a greater disposable income and less time to buy, women are prepared to pay for convenience.
A further trend that must be considered is consumerism, the social, force that protects the consumer by exerting legal, moral, economic and even political pressure on management.
The final aspect of the social environment that merits attention is the pressure that society exerts on the organisation, forcing it to be socially responsible.
4 | The physical environment | TB47
The physical environment embraces the limited resources from which the business obtains its raw materials, as well as the environment into which it discharges its waste. Certain interfaces that present opportunities as well as threats to the business can be discerned:
1. The first interface involves a broad range of resources that are becoming increasingly scarce, such as raw materials, energy and foodstuffs: shortages affect the supply of goods, contribute to inflation and cause severe price rises, and often necessitate different methods of manufacturing and a reorientation of marketing thought;
2. The second interface is the increasing cost of energy;
3. The third interface between the business and its physical environment is the growing cost of urban pollution to the community in terms of destroyed environment;
4. The fourth interface is the field of environmentalism, which may be defined as an organised movement of citizens and government institutions in defence of the natural environment.
5 | The institutional/politico-governmental environment | TB50
Management decisions are continually affected by a country’s politics. As a component of the macroenvironment, government affects the business environment and business primarily as a regulating institution. By promulgating the enforcing legislation, it creates order by means of political measures, steering agricultural and economic policy in a particular direction.
The government intervenes in the local market on a large scale by means of:
· The annual budget;
· Taxation;
· Import control or lack thereof;
· Promotion of exports;
· Import tariffs to protect certain industries against excessive foreign competition;
· Price control for certain goods and services;
· Health regulation;
· Incentives and other measures to encourage development in a specific direction.
The government also influences the market both internally and externally – internally through government investment and externally through its political policy, which impacts decisions made by foreign investors about investing in South Africa. Whenever the government acts as a producer, it competes with private business for labour, raw material and capital.
Privatisation can also create opportunities and threats.
6 | The international environment | TB52
An international dimension can be added to each of the environmental factors. Business that operate internationally find themselves in a far more complex business environment because every country has its own unique environmental factors, with its own technology, culture, laws, politics, markets and competitiveness.
The new economic order which is taking shape throughout the world is the increasing globalisation of the world economy.
7 | The dynamic environment | TB53
In a free-market system, a business exists in a dynamic environment that is continually altered and affected by:
· Technological innovation;
· Economic fluctuations;
· Changing communities and lifestyles;
· Political change.
Methods of environmental scanning | TB53
The importance of environmental scanning is clear from the following points:
· The environment is continually changing, purposeful scanning is necessary to keep abreats of change;
· Scanning is necessary to determine which factors in the environment pose a threat to the business’s present goals and strategy; and which factors present opportunities for the more effective attainment of goals by modifying present strategy;
· Organisations that scan the environment systematically are more successful than those that do not.
The scope of environmental scanning is determined by the following factors:
· The nature of the environment within which the organisation operates and the demands made by the environment on the business. The more unstable the environment and the more sensitive the business is to change, the more comprehensive the scanning has to be. Increasing instability usually means greater risk for the business;
· Management should constantly bear in mind the basic relationship between the business and the environment;
· The source and scope of change will also influence the extent of meaningful environmental scanning. Change has an interactive and dynamic effect on various facets of the business.
The method of environmental scanning can follow one of a few possible approaches:
· The most elementary basis for environmental scanning is to keep abreast of the relevant secondary or published information obtainable from a vast wealth of sources, such as the media, own data, professional publications, financial journals, statistics, associates in other organisations, banks, research institutions, and even employees;
· A more advanced basis for environmental scanning would be the addition of primary information or special studies on particular aspects of the environment;
· A far more advanced basis is the establishment of a unit within the organisation which scans a wide range of environmental factors and makes forecasts about specific variables.
Assessment | SG37
1. Explain the technological environment and show how marketing management should take it into account in its planning.
2. Explain the economic environment and the variables within this environment that affect marketing.
3. Discuss the social environment and give practical examples of how it has affected marketing in South Africa.
4. Explain the four interfaces between a business and its physical environment.
5. Explain the effect of the politico-governmental environment on a business in South Africa.
6. What are the major international environmental trends affecting South African business?
7. Give four reasons why environmental scanning is important for a business.
8. Identify and briefly explain three approaches to environmental scanning that a business could follow.

[bookmark: _Toc336899296]Study unit 8 | SWOT analysis | SG38
[bookmark: _Toc336899297]Key concepts | SG38
· SWOT
· A strength
· A weakness
· An opportunity
· A threat
[bookmark: _Toc336899298]SWOT analysis | SG38
1 | Strengths and weaknesses | SG38
Strengths may include specialised management skills, a productive and well-trained workforce, sufficient capital, and so on. Weaknesses within the microenvironment may include an obsolete product range, unacceptable levels of pilferage and a lack of capital. One of the greatest strengths of SMEs is their managements' adaptability to a changing business environment.
2 | Opportunities and threats | SG39
Opportunities for the enterprise may be found in the market and the macroenvironment. Threats are also found in the market and the macroenvironment. For example, a drastic fall in the rand/dollar exchange rate is a threat to importers of luxury goods such as designer clothing.
[bookmark: _Toc336899299]Activity | SG39
You are the owner of Tati's Pizza Shop in Umtata (in the Eastern Cape Province). Your business has been operating for the past four years and made a handsome profit in the first three years. However, the current year's sales figures are bad with a 20 percent decline in turnover. Yesterday evening you listened to the news at seven and heard about the following major developments in the economy:
1. A decline in the inflation rate of 2 percent for the year;
2. A decrease in the interest rate of 2 percent for the past year;
3. An increase in unemployment of 5 percent, with specific reference to;
4. The high level of unemployment in the Eastern Cape area;
5. A growth in fast-food enterprises of 20 percent over the last year;
6. A decline in the per capita personal disposable income of 10 percent during the last year;
7. New legislation whereby more females must be employed in the existing workforce.
After listening to this news you spent the whole night thinking about it and the implications it has for your business. This morning you phoned the nearest branch of Business Partners for advice. The consultant advised you to do a SWOT analysis of your business. Draw up a list of its strengths and weaknesses, and current opportunities and threats.
The following are the threats:
· An increase in the unemployment rate — if fewer people are employed there will be fewer people with money to buy pizzas;
· A 20 percent increase in the competition (fast-food enterprises up 20%). This means that there will be more competition for the consumer's available disposable income, making it more difficult to sell Tati's pizzas;
· Less disposable income as a result of the high unemployment rate - and fewer people who can afford to buy Tati's pizzas.
The following are the opportunities:
· A decrease in the inflation rate, which means that people with jobs will have more disposable income;
· A decrease in interest rates. Lower interest rates mean that the consumer's monthly payments on cars and mortgage loans will be lower, freeing up more disposable income to be used to buy pizzas, for example;
· New legislation to employ more females in the workforce. This will increase the number of working wives with less time to prepare food. Hopefully they will then decide to buy more fast foods such as pizzas. 
Not much has been said about Tati's internal strengths and weaknesses.
[bookmark: _Toc336899300]Assessment | SG41
1. Why would it be important for an enterprise to conduct a SWOT analysis?
2. Perform a SWOT analysis for an enterprise of your choice.


[bookmark: _Toc336899301]Topic 3 | Marketing information | SG43
[bookmark: _Toc336899302]Learning outcomes | SG43
· Explain the information needed by marketing management in order to make effective decisions;
· Explain the components of a marketing information system and the interaction between these components;
· Illustrate the use of marketing research;
· Explain the meaning of market potential and sales forecasting and the methods used to carry these out.
[bookmark: _Toc336899303]Topic content | SG43
· Study unit 09: Information needed for decision making
· Study unit 10: Marketing information systems
· Study unit 11: Marketing research
· Study unit 12: Market potential and sales forecasting.

[bookmark: _Toc336899304]Study unit 9 | Information needed for decision making | SG44
[bookmark: _Toc336899305]Key concepts | SG44
· Information for decision making
· Marketing research
· Types of information
· Information management
[bookmark: _Toc336899306]Information needs of marketing management | SG45
Information is of the utmost importance to marketing management because they cannot plan their marketing strategy if they do not know the needs of the marketing environment. Guessing or relying on previous experience is not enough to ensure well-grounded marketing decisions.
[bookmark: _Toc336899307]Chapter 3 | Marketing research | TB57
[bookmark: _Toc336899308]Learning outcomes | TB57
· Understand the role of marketing research in decision making;
· Explain the components of the marketing information system;
· Explain and illustrate the steps in the marketing research process;
· Refer to the important role of the internet in marketing research; and
· Give an overview of market potential and sales forecasting, a specific element of marketing information.
[bookmark: _Toc336899309]Introduction | TB57
The ability of a company to gather usable information ensures that it remains competitive. Information is the engine that drive’s today’s marketplace. Companies success by knowing what consumers want, and when and where they want it – and by knowing what competing companies are doing about it. In order to remain in business for a long time, an organisation must have ‘heard’ their consumers’ wants and needs, and conceived a product (or service), and a price, promotion and distribution method that satisfied them.
[bookmark: _Toc336899310]The role of marketing research in decision making | SG45
Marketing research may be defined as the process of designing, gathering, analysing and reporting information that could be used to solve a specific problem. The main role of marketing research is to provide information that facilitates decision making.
What type of information does marketing management require? Marketing management needs information on the following areas:
· The needs and marketing opportunities of the target market;
· Information on which marketing mix strategies are effective;
· Information about the trends in the macroenvironment;
· Information on the opportunities and threats facing the business;
· Information on the actual performance of the business compared with the desired performance;
· Information on the basic knowledge of marketing and its process.
1 | The value of marketing information | TB58
Marketing research can be defined as the process of gathering and analysing data based on solving a problem or exploiting an opportunity and then reporting information on this opportunity or problem in such a way that marketing management can utilise it in its decision making.
The main role of marketing research is to provide information that facilitates marketing decisions. Marketing is the performance of all activities necessary for the conception, pricing, promotion and distribution of ideas, goods and services to create exchanges that satisfy individual and organisational objectives.
Identifying target market needs and market opportunities is the task of marketing research. The key to quality and customer satisfaction is marketing research; it is the mechanism that enables companies to determine the type and forms of quality that are important to the target market. Customer satisfaction and quality lead to customer retention.
2 | Marketing research and the marketing mix | TB60
Within the marketing department, a marketing mix, based on the marketing concept, must be created. This mix is a unique blend of the four Ps (product, price, promotion and place) designed to reach a specific group of consumers (the target market).
3 | Marketing research and the macro-marketing environment | TB60
Information about the social and cultural environment, economic environment, political environment and technological environment is of particular importance to marketing management in its decision making.
4 | Marketing research identifies and defines marketing opportunities and problems | TB62
This information is acquired by way of continuous research.
5| Marketing research monitors marketing performance | TB63
Monitoring marketing strategies once they are implemented is a way of maintaining control over the success of a new product or service. Any control system requires feedback of information to management, which is what marketing research does, allowing a comparison between actual performance and desired performance standards.
6 | Marketing research improves understanding of the marketing process | TB63
Marketing research conducted to expand basic knowledge of marketing is known as basic research. Basic research attempts to expand the frontiers of knowledge and is not aimed at a specific pragmatic problem. Basic research hopes to provide further confirmation for an existing theory or to learn more about a concept. In the long run, basic research helps us to understand more about the world in which we live.
Most marketing research is conducted to improve understanding of the marketplace, for example to find out why a strategy failed. All research conducted for such purposes is called applied research.
[bookmark: _Toc336899311]Activity | SG46
You are the marketing manager of a retail chain group that just sells groceries. Top management of the chain are interested in adding household appliances (e.g. irons, kettles, toasters) to their range of products.
1. Can you identify the most important types of marketing information needed by your business?
The retail group must collect information on the macro, market and microenvironment.

· Macroenvironment: Here information on the economy, politics, technology and so on is gathered, since they have a direct or indirect effect on the enterprise's clients. Information gathered through marketing research is important to retailers because of the increasing pace of environmental change to which they must adapt. Changes in the age profile of the population, the increase in single-parent households and the increase in disposable income all have implications for retailers. Customers' disposable income, for example, affects their spending patterns and will determine whether they will buy the household appliances. In addition, new products and new types of stores result in a complex environment that the retailer has to monitor and react to;
· Market environment:  Here businesses need information on consumers, their buying patterns and the competition. It is important to establish what competitors sell in addition to groceries, and how successful they are. You also need to identify retailers who just sell household appliances, and their product ranges, prices and brands. The provision of quality products and customer satisfaction may be enhanced by marketing research. Marketing research will also help to locate new stores effectively;
· Microenvironment: Marketing research plays an important role in designing marketing strategies and making strategic decisions such as increasing the size of stores and choosing the location of new stores. Do you think the group has the capacity to add household appliances to its product range?
· Opportunities and threats: Information gathered in this case is basically connected to the marketing environment and is based on the SWOT analysis discussed earlier;
· Marketing mix strategies: Here the information needed concerns the specific strategies that would be effective for certain marketing activities.

2. Why do you think it is important to manage information?
Data must be processed into information. The number 0123822638 does not mean a lot on its own, but if it is "processed" into the telephone number (012) 382-2638, it becomes information and can be used, since (012) refers to the Pretoria dialling code, the (382) refers to a particular suburb in Pretoria.

Information management is important for the following reasons:
· Data is converted into information by marketing management, and this data can be used in decision making;
· The huge increase in the volume of information and improved data-gathering techniques make it possible for marketing management to deal with the volume of information and order it in a meaningful way;
· The role of information in marketing decision making is of cardinal importance. Management should be able to make decisions based on reliable, accurate, relevant information. Hence, it is of no value to Coca-Cola to know that a client spends R300 a month on his dog or cat. What Coca-Cola needs to know is how many times a month this person buys soft drink.
[bookmark: _Toc336899312]Assessment | SG48
1. Identify and discuss the most important types of marketing information businesses need.
2. Explain the role of marketing research in marketing decision making.

[bookmark: _Toc336899313]Study unit 10 | Marketing information systems | SG49
[bookmark: _Toc336899314]Key concepts | SG49
· Data
· Information
· Marketing information system
· Internal reporting
· Marketing intelligence
· Statistical subsystem
· Marketing research
[bookmark: _Toc336899315]Information management | SG50 | TB64
A marketing researcher's job is to gather data, which is then analysed and interpreted. Data and information are not the same:
· Information: is data that has been converted into a useful form for decision making – for solving a problem. It is relevant, timely, accurate and cost-effective, and it reduces risk in decision making.
· Data: refers to raw, unanalysed facts. These are actual first-hand responses to the subject under investigation. Data could include statistics, sales records, consumer complaints and so on. Only once data has been processed does it become information, which helps in marketing decision making. Marketers face an immense volume of raw data. If the data is to be useful, the data flow must be managed.
The MIS is part of a company’s overall information network that integrates electronic records from all the company’s functional areas. The purpose of a MIS is to help marketing managers make better decisions. It guides the planning process and leads to meaningful marketing goals and objectives. Having the right information at the right time also enables managers to make on-the-spot decisions when unforeseen events threaten to derail the marketing plan.
Marketing managers need timely, accurate information to enable them to make decisions. MISs assist marketing managers in their decision-making task. A MIS is a planned combination of methods for the continuous gathering, filtering, storing and flow of relevant information for the purposes of marketing decision making.
A MIS system can now be defined as: a system for generating and managing a flow of information for marketing decision making.
A MIS has various characteristics. These characteristics include the following:
· A MIS can be complex as it can address a wide range of marketing issues;
· A MIS can draw on a wide variety of data sources;
· The contents of an MIS are subject to cost-benefit considerations.
A MIS is an organised way of continually gathering and analysing data, which provides marketing decision makers with the information they need to make decisions. It is thus important that an MIS within an organisation has information that is accurate, timely, adequate, available, relevant, easily accessible and that has low maintenance costs.
[bookmark: _Toc336899316]Components of a marketing information system | SG51 | TB64
A simple MIS consists of two data components: routine data and special purpose data:

[bookmark: _Toc336899438]Figure 8 | A simple marketing information system | TB65

Marketing managers need information to make decisions. A MIS can be established using people, equipment and procedures. The four major components of an extensive marketing information system are:
1. An internal reporting subsystem;
2. A marketing intelligence subsystem;
3. A statistical subsystem;
4. A marketing research system.

[bookmark: _Toc336899439]Figure 9 | An extensive marketing information system | TB65
1 | The internal reporting subsystem | TB66
The internal reporting subsystem is when information is gathered through internal reports from within the organisation. These internal reports may include order forms, billing, inventory levels and so on. The internal reporting subsystem ensures that information is recorded and stored. 
Reports are prepared that contain information about the historical performance results of the company. They assist in identifying important opportunities and threats timeously.
2 |The marketing intelligence subsystem | TB66
This subsystem consists of procedures and sources whereby management obtains information concerning current and relevant occurrences in the marketing environment. Whereas the internal reporting subsystem focuses on results, the intelligence system focuses on happenings in the marketing environment. 
The marketing intelligence subsystem includes both informal and formal information-gathering procedures:
· Informal information-gathering procedures: involve such activities as scanning newspapers, magazines and trade publications;
· Formal information-gathering activities: may be conducted by staff members who are assigned the specific task of looking for anything that seems pertinent to the company or industry.
3 | The statistical subsystem | TB67
A statistical subsystem is an integrated system of data, statistical analysis, modelling and display formats that uses computer hardware and software to provide information for the marketing decision-making process. The purpose of a statistical subsystem is to combine marketing data from diverse sources into a single database which marketing managers can enter interactively to identify problems and opportunities and then obtain standard, periodic reports and answers to analytical questions.
The statistical subsystem is a composition of a statistical database and the application of advanced statistical procedures and techniques. The purpose of this system is to create projections, scenarios and models which provide a better grasp of the alternatives for decision making. Decision making always takes place in conditions of risk and uncertainty. 
With this subsystem, an attempt is made to quantify the probable results of various possible actions of marketing management.
4 | The marketing research subsystem | TB67
A marketing research subsystem refers to research that is done for a specific problem or opportunity. These studies are ad hoc and are conducted as needed. It could therefore be said that marketing research gathers information that is not gathered by other components of the MIS.
The marketing research subsystem gathers information not collected by the other MIS component subsystems. Marketing research studies are conducted for a specific situation facing the company. Marketing research projects, unlike other components of the MIS, are not continuous – they have a beginning and an end. Marketing research studies are thus sometimes referred to as ‘projects’.
[bookmark: _Toc336899317]The interaction between the components of a marketing information system | SG52
Marketing researchers should not view each subsystem as being isolated, but rather as operating interactively. The figure below illustrates this interaction. Each of the components needs the others to perform properly and any weakness in the links will decrease the value of the marketing information supplied.

[bookmark: _Toc336899440]Figure 10 | Steps in the marketing research process | TB70
[bookmark: _Toc336899318]Assessment | SG52
1. Explain what marketing information systems (MIS) are.
2. Distinguish between routine data and special purpose data in a simple MIS.
3. Discuss the components of an extensive MIS.
4. Explain the interaction between the components of a MIS.
5. Explain the differences between data and information.


[bookmark: _Toc336899319]Study unit 11 | Marketing research | SG56
[bookmark: _Toc336899320]Key concepts | SG54
· Marketing research
· Marketing research process
· Preliminary marketing investigation
· Hypothesis
· Formal marketing investigation
· Survey research
· Observational research
· Experimental research
· Focus groups
[bookmark: _Toc336899321]Introduction | SG54
Marketing research is often used to determine the demand for a product. Marketers and retailers are constantly engaged in researching all aspects of their customers to ensure consumer satisfaction and retention. Most consumer research generates demographic and psychographic information, which helps retailers and marketers to establish a consumer profile for planning their marketing strategy.
Marketing research therefore helps marketers and retailers to make better decisions about the products they offer and to make sales projections. Marketing research is conducted by following the steps in the marketing research process. These are a series of carefully thought-out steps designed to attain a specific objective.
[bookmark: _Toc336899322]Marketing research | SG55
Marketing research is a systematic, objective process of designing, collecting, analysing and reporting data that is relevant to a specific marketing situation facing a company. The steps that define the tasks to be accomplished in conducting a marketing research study refer to the marketing research process. This process provides a systematic, planned approach to the research study, which ensures that all aspects of the process are consistent.
[bookmark: _Toc336899323]Marketing research process | SG55
The marketing research process is the sequence of steps that are involved in collecting and analysing marketing data systematically. The process provides a description of how marketing research is designed and implemented, which helps researchers when doing a research study.
Steps in the marketing research process | TB69
The marketing research process is a series of carefully thought-out steps designed to attain a specific objective. A marketing research investigation consists of two parts:
1. A preliminary marketing investigation; and
2. A formal marketing investigation.
Study Figure 10 | Steps in the marketing research process | TB70
1 | The preliminary marketing investigation | TB71
1-1 | Step 1: Identify and define the problem or opportunity | TB71
The first step of the marketing research process entails a clear definition of the nature and extent of the problem or opportunity. In order to take appropriate action, it is essential to know more about the problem or opportunity. Thus, the real nature and extent of the problem should be determined.
Once a problem has been identified, the marketing researcher is approached. The first responsibility of the researcher is to work with the marketing manager to define precisely the problem. It may be necessary to conduct small-scale research.
There are four broad categories that researchers could investigate to enable them to identify marketing research problems or opportunities. These include the following:
1. Unanticipated chance: Here researchers should determine what is happening in the marketing environment of the organisation and why it is happening;
2. Planned chance: Planned chance is aimed at the future. Here researchers would determine, for example, how they could improve their products.
3. Serendipity in the form of new ideas: Here researchers could listen to customers' and staff's ideas and complaints;
4. Research and development: By following up findings of previous research projects, problems or opportunities may be identified.
1-2 | Step 2: Formulate hypotheses | TB72
A hypothesis refers to the formulation of possible answers to stated research questions. This helps to focus the specific aims and the direction of the research study. A hypothesis may be defined as an unproven statement or proposition about a factor or phenomenon that is of interest to the researcher.
In this step, specific factors which can be identified as influencing factors or the causes of the problem or opportunity are identified. From this group of factors, some are selected which are considered important enough to be further investigated. These are called hypotheses. 
Hypotheses can thus be seen as tentative solutions or actions for the problem or opportunity. A hypothesis is a theory that has to be tested or proved to confirm the assumptions.
Confirming or rejecting the hypotheses is a crucial phase of the research project.
1-3 | Step 3: Determine the research objectives | TB73
A marketing research objective refers to the specific information that is needed to solve a marketing research problem. In order to do this, researchers should state all objectives in terms of the precise information necessary and desired in solving the specific marketing problem or availing themselves of an opportunity.
Once the problem has been identified and clearly defined, the hypotheses have been formulated, the researcher can determine the objectives of the research project. These objectives are stated in terms of the precise information necessary and desired to solve the marketing problem. The objectives must relate directly to the hypotheses formulated in step two. In fact, the hypotheses become the research objectives.
When determining the objectives of the research study, researchers should use the following questions as a broad guideline:
· Is there additional background information necessary before research objectives can be determined?
· What information is needed to make decisions or solve the marketing problem?
· How will the information gathered be used?
A research investigation will have one of four basic objectives:
1. To explore;
2. To describe;
3. To test hypotheses (causal research);
4. To predict.
These four objectives are described in more detail below:
1. To explore: The primary objective of exploratory research is to provide insights into and an understanding of the problem confronting the researcher. Once the problem has been clearly defined, exploratory research can be useful in identifying alternative courses of action. Researchers conduct exploratory research when they need more information about the problem, when tentative hypotheses need to be formulated more specifically, or when new hypotheses are required. Exploratory research is also defined as informal research. Examples include:

· Visiting the library to read published secondary data;
· Asking customers and salespeople their opinions about a company and its products;
· Observing everyday company practices.

2. To describe: Descriptive research is necessary when knowledge about a particular market or marketing aspect is vague. It includes research designed to provide answers to questions regarding who, what, when, where and how of a topic. Descriptive research may also be necessary where the nature of the competition in a particular industry is vague. Examples:

· Soft-drink marketers use this type of research to describe the characteristics and wants of different market segments.

3. To test hypotheses (causal research): If the objective is to test hypotheses about the relationship between an independent and a dependent variable, the researcher engages in causal research. Causal research is used to obtain evidence of cause-and-effect relationships. It attempts to determine the extent to which changes in the one variable cause changes in another. Example:

· What would happen to sales (dependent variable) if prices (independent variable) were reduced?; and
· What would happen to customer awareness (dependent variable) of the product if advertising (independent variable) were to be increased?

4. To predict: Predictive research is conducted to forecast future values, for example sales income, market share and retail orders.
1-4 | Step4: Determine the data needs | TB76
In this step, the research objectives must be translated into specific data needs. This means determining what information is required and from which sources it can be obtained in order to test the hypotheses so that the problem can be solved. Specific data will be needed in order to confirm or reject each hypothesis that has been formulated.
When considering from which sources the information will be obtained, researchers have two alternatives. The data collection methods include secondary research and primary research. Secondary research refers to data and/or information that already exist and that were collected before. Primary research, on the other hand, refers to data that is collected for a specific purpose. Researchers should always begin their research by exploiting secondary research sources.
Researchers distinguish between secondary and primary data:
· Secondary data: data that was previously collected by people either inside or outside the company to meet their needs. It is cheaper and faster to collect than primary data, but researchers must always consider its relevance, accuracy, credibility and timeliness.

· Internal sources: Company records;
· External sources: Public libraries, trade associations and government publications.

· Primary (or formal) data: data that is observed or collected directly from first-hand experience. The data must not have been collected previously. The advantage of primary data is that it relates specifically to the problem at hand. The disadvantage is the cost and time to collect it. Primary data will usually be collected during the next phase of the research process – the formal investigation.

· Internal sources: Company personnel;
· External sources: Retailers, wholesalers, customers and competitors.
[bookmark: _Toc336899413]Table 3 | Advantages and limitations of using the internet for marketing research | TB78
	Advantage
	Disadvantage

	A large range of information is provided
	The accuracy of the information can be questionable

	Information can be accessed rapidly
	The author of a particular article may be anonymous

	Information can be obtained easily
	Useful information can possibly be missed if wrong key words are used

	Research costs can be reduced
	Information overload may occur

	
	It can be time consuming

	
	Organisations may be sensitive about providing information over the internet



1-5 | Step 5: Select the method of collecting the information | TB79
The researcher can gather primary information through:
· Observation;
· Experimentation;
· Focus groups;
· Surveys; and
· Purchase intercept technique.
Below is more information about each of these methods:
· Observation: Involves recording the behavioural patterns of people, objects and events in a systematic manner to obtain information about the phenomenon of interest. The observer does not question or communicate with the people being observed. Information may be recorded as the events occur or from records of past events. Disadvantages: The cost of waiting for the phenomenon to occur and the difficulty of measuring the phenomenon in a natural setting;
· Experimentation: Involves testing something in controlled conditions> Conclusions are then drawn about the wider environment. This involves the gathering of primary data by manipulating an independent variable (such as advertising or price) to observe the effect of the change on the independent variable (such as sales);
· Focus group: The simultaneous involvement of a small number of research participants (usually eight to ten) who interact at the direction of a moderator in order to generate data on a particular issue or topic. This is widely used in exploratory studies. The goal of a focus group is to draw out ideas, feelings and experiences about a certain issue that would be obscured or stifled by more structured methods of data collection. The use of a small group allows the operation of group dynamics, and aids in making the participants feel comfortable in a strange environment.

Focus groups have been useful in understanding basic shifts in consumer lifestyles, values and purchase patterns. Usually focus group members share homogenous characteristics such as similarities in age, job situations, family composition or leisure pursuits. The focus group can furnish qualitative data on such things as:

· Consumer language;
· Emotional and behavioural reaction to advertising;
· Lifestyle;
· Relationships;
· The product category and specific brand; and
· Unconscious consumer motivations relative to product design, packaging, promotion or any other facet of the marketing programme being studied.

It must be remembered that focus groups results are qualitative and not perfectly representative of the general population, limiting the reliability of this type of data collection.

· Survey method: The gathering of primary data from respondents by mail, by telephone or in person. Survey research can be highly structured or unstructured. In a structured survey, all respondents are asked the same list of questions. In an unstructured survey, interviewers are free to ask their own questions to encourage respondents to reply as they wish. Three types of data are usually sought in survey research:

1. Facts;
2. Opinions; and
3. Motives.

· Purchase intercept technique: An in-store information gathering technique that capitalises on the advantages of the observation method. It includes observing customers’ in-store shopping behaviour, recording pertinent shopping behaviour information and interviewing customers on the spot about their purchase or shopping behaviour.
1-6 | Step 6: Design the form for collecting the information | TB83
The next step is to design the form or instrument whereby the information is collected. Mechanical and electronic devices and questionnaires are two types of research instruments used for the collection of primary data:
· Mechanical and electronic equipment: Instruments such as galvanometers, tachistoscopes, cameras, and electronic and mechanical meters. Some researchers use personal computers to conduct interviews;
· Questionnaires: These are the most common method for gathering primary data. There are some important aspects to consider when designing a questionnaire:

· Question content and phrasing: Keep wording simple, clear and concise;
· Wording: Leading and biased questions should be avoided;
· Sequence of questions: Use the funnel approach, move the general to the particular. Do not disturb the logical flow of the interview;
· The question format (the form in which the questions are presented): open-ended questions do not provide respondents with a choice of answers. Closed questions give respondents all the possible answers to each question. Ambiguous and leading questions should be avoided, and personal questions should be placed towards the end of the questionnaire;
· Validity and reliability: the degree to which a study accurately reflects or assesses the specific concept that the researcher is attempting to measure;
· Pretesting;
· Contact methods:

· Mail survey;
· Telephone survey;
· Personal survey;
· Internet survey.
[bookmark: _Toc336899414]Table 4 | Characteristics of various types of survey research | TB87
	Characteristic
	Personal surveys
	Mall intercepts
	Telephone surveys
	Mail surveys
	Focus groups

	Cost
	High
	High
	Moderate to low
	Moderate
	Low

	Time span
	Moderate
	Moderate
	Fast
	Slow
	Fast

	Use of interviewer probes
	Yes
	Yes
	Yes
	No
	Yes

	Ability to show concepts to respondent
	Yes
	Yes
	No
	Limited
	Yes

	Management control over interviewer
	Low
	Moderate
	Low
	n/a
	High

	General data quality
	High
	Moderate
	Moderate to low
	Moderate
	Moderate

	Ability to collect large amounts of data
	Low
	Moderate
	Moderate to low
	High
	Moderate

	Ability to handle complex questions
	High
	Moderate
	Moderate
	Low
	Low



1-7 | Determine the extent of the formal investigation (also known as the sampling plan) | TB87
In this step, the extent of the formal investigation must be determined. This focuses on the design of the sampling plan. Depending on the problem or opportunity under investigation, the researcher will either conduct the research by means of a census or by using a sample. 
· A census is when data is obtained from or about every member of the population of interest;
· Sampling involves selecting representative units from a total population. Marketers can predict the reactions of a total market or market segment by systematically focusing on a limited number of units. This is called sampling.
The group that the marketer is interested in knowing something about is referred to as the population or universe. A sample is a set of items, called units, selected from the population. When researchers establish a sample, it is crucial to select respondents who will represent the population of interest. This is known as a sample frame.
Two basic types of samples are:
1. Probability (random): Is a selection in which each item in a population has a known chance of being included through strict statistical procedures – it is the best way to ensure a representative sample. The following random sampling methods can be employed:

a. Simple random sampling: Involves a probability sample in which each element has a known and equal chance of selection;
b. Stratified random sampling: The population is divided into mutually exclusive sub-groups (strata) on the basis of common characteristics – the basis used for stratification can be, for example: age, income, occupation, and gender;
c. Cluster sampling: The population is grouped into clusters and only some of the groups will be randomly selected for study. The grouping of clusters is done according to ease or availability, and should be heterogeneous (different) within sub-groups and externally homogeneous (similar).

2. Non-probability (non-random): Is a selection in which not every item in a population has a known chance of being included because researcher judgement enters into the selection. The sample’s representativeness depends on how good the researcher’s judgement is. Non-probability sampling can take two forms:

a. Convenience sampling: Sampling units are chosen on the basis of convenience;
b. Judgement sampling:  Units are chosen on the basis of the researcher’s opinion as to their representativeness.
1-8 | Step 8: Select, train and control the interviewers | TB90
In this step of the marketing research process, the research design is implemented – that is, the data is collected. Interviewers need training to ensure that they administer the questionnaire in the same manner so that data can be collected uniformly. Control of the interviewers should be exercised continuously.
1-9 | Fieldwork | TB91
The information is now actually being collected from the respondents. Various problems may occur:
· Non-response error: a great percentage of respondents may not act in response to the research;
· Respondent bias: Interviewers should do their best to obtain answers that are honest and as accurate as possible;
· Interviewer bias: This can take many forms, for example: tone of voice, age, gender or way of interviewing may unconsciously result in bias. Conscious interviewer bias can also occur.
1-10 | Data processing | TB92
During this phase of the marketing research process the data that was obtained in the primary research phase needs to be converted into a format that will answer marketing management's questions. For this reason, data structures should be transformed into information that can be communicated to management.
Data processing entails editing and coding the collected data to facilitate analysis. Editing also involves setting up categories for the data in accordance with the research design. Coding assigns the data to proper categories. 
Data analysis is done next: this is the process of editing and reducing accumulated data to a manageable size, developing summaries, looking for patterns and applying statistical techniques.
When the data has been entered into the computer, it should be analysed. When data is analysed, it may be tabulated by means of, for example, frequency tables or cross-tabulations. Tabulation refers to the simple process of counting the number of observations (cases) that are classified into certain categories. Tabulating the data and conducting statistical tests helps researchers to interpret and draw conclusions from the mass of collected data.
1-11 | Communicate information to the decision maker | TB93
The final step in the research process involves interpreting the findings and communicating this information to the marketing manager. The process used to conduct the research should be included in the marketing research report.
[bookmark: _Toc336899324]Assessment | SG63
1. Explain the concept "marketing research'.
2. Explain what the marketing research process is.
3. Discuss the preliminary marketing investigation process.
4. Discuss the formal marketing investigation process.

[bookmark: _Toc336899325]Study unit 12 | Market potential and sales forecasting | SG64
[bookmark: _Toc336899326]Key concepts | SG64
· Market potential
· Sales potential
· Breakdown method
· Build-up method
· Market forecasting
· Sales forecasting
[bookmark: _Toc336899327]Market potential and sales potential | SG65 | TB95
· Market potential: This is concerned with what is possible; it focuses on the current size of the market. Market potential is the maximum possible sales of a specific product in a specific market over a specific period for all sellers in the industry. Market potential thus sets an upper limit for industry sales;

· Sales potential: This is the share of the market that a company could reasonably capture. Sales potential is the upper limit of sales that a firm could possibly reach for a specific product in a specific market over a specific time period. It is based on a maximum level of marketing effort and an assumed set of environmental conditions. A company’s sales potential, therefore, is the share of the market potential that it might capture if it maximised its marketing effort.
The methods used for estimating market and sales potential depend on how new or innovative the product or service is, and how mature the market is:
· Breakdown methods: The most common breakdown method used to estimate market and sales potential is total market measurement. This begins with any data available from secondary research. This information is then broken down to market segment level and thereafter to the company’s own sales potential;

· Build-up methods: There are three main methods for estimating reliable market and sales potential figures: census, survey and secondary data:

· The census method: Is based on a detailed consideration of every buyer, and potential buyer in a market. This is more feasible in industrial situations. The market potential is effectively the sum of all the potentials estimated for individual purchasers;
· The survey method: Is more widely used in consumer markets where a representative sample of consumers is asked about purchase intentions;
· Secondary data: Can be used to establish sales and market potential. In this approach, the sales potentials are produced first and the market potential is then derived from those figures.
[bookmark: _Toc336899328]Market and sales forecasting | SG66 | TB98
· Market forecast: Is an estimate of the expected sales of a specific product in a specific market over a specific time period for all sellers in the industry. It is based on an expected level of industry effort and an expected set of environmental conditions. The market forecast is the portion of the market potential that is expected to be realised;

· Sales forecast: Is an estimate of the number of units a firm expects to reach for a specific product in a specific market over a specific time period. It is based on an intended level and type of marketing effort by the company and an expected set of environmental conditions.

The forecast is the starting point for all subsequent decisions. Forecasts should share some common characteristics: They should:
· Be based upon historical information from which a projection can be made;
· Look forward over a specific, clearly defined time period; and
· Make clearly specified assumptions, since uncertainty characterises the future.
[bookmark: _Toc336899329]Forecasting methods | TB99
· Sales-force surveys: Involves asking sales representatives to provide forecasts on customers, dealers, accounts etc.

· Expert surveys: Can be used by bringing outside experts into the sales-forecasting process. These outside experts have special knowledge and experience in the market under consideration;

· Time series analysis: Is a means of using historical data to predict the future. Analysis of historic data can reveal patterns in the organisation’s sales figures. These patterns include: trends, cycles, seasonality and random factors.

[bookmark: _Toc336899330]Assessment | SG66
1. Discuss the differences between market potential and sales potential.
2. Explain how market potential and sales potential are estimated.
3. Discuss the differences between market forecasting and sales forecasting.
4. Discuss the methods for market forecasting and sales forecasting.

[bookmark: _Toc336899331]Topic 4 | Consumer and business behaviour | SG69
[bookmark: _Toc336899332]Aim | SG69
The aim of this topic is to help you to develop an understanding of the nature of consumer and business behaviour. To understand the nature of consumer behaviour it is necessary to gain an insight into the individual and group factors influencing consumer behaviour, as well as the types of decision in the decision-making process. It is also necessary to understand the basic principles of business buying behaviour.
[bookmark: _Toc336899333]Learning outcomes | SG69
· Illustrate the different types of purchase decision;
· Illustrate the influence of the individual factors influencing consumer buying decisions;
· Illustrate the group factors influencing consumer buying decisions;
· Illustrate the steps in the decision-making process;
· Explain the factors influencing business buying behaviour.

[bookmark: _Toc336899334]Study unit 13 | Types of purchase decision | SG70
[bookmark: _Toc336899335]Key concepts | SG70
· Complex purchase behaviour
· Dissonance reducing behaviour
· Habitual purchasing behaviour
· Variety-seeking purchasing
· Routine decision making
· Behaviour
· Impulsive decision making
[bookmark: _Toc336899336]Introduction | SG70
When we recognise a need or identify a difference between our current state of affairs and our desired situation, for example, when you realise you are hungry or when your motor car starts to give trouble, we start to look for ways of correcting the situation. This process is referred to as the buying decision-making process. It is important to note that the decision-making process may be slow and gradual, as is often the case when durable articles or innovations are being bought. Sometimes the decision-making process is so quick that it seems to outside observers that no thought was put into the decision at all.
We can distinguish between various types of purchase decisions, namely:
· Complex purchase behaviour;
· Dissonance reducing behaviour;
· Habitual purchasing behaviour;
· Variety-seeking purchasing behaviour;
· Routine decision making;  and 
· Impulsive decision making. 
These types of purchase decision will be discussed in this study unit.
[bookmark: _Toc336899337]Chapter 4 | Consumer and business behaviour | TB101
[bookmark: _Toc336899338]Learning outcomes | TB101
· Describe the individual factors that influence the behaviour of individual consumers;
· Explain which group factors can influence consumer behaviour with regard to cultural, peer, reference and family groups;
· Analyse, step-by-step, the decision-making process and indicate what happens after a product or service has been purchased;
· Indicate how buyers take decisions in the industrial purchasing process; and
· Explain how consumer behaviour differs from business buying behaviour.
[bookmark: _Toc336899339]Types of purchase decisions | SG71 | TB102
Assael distinguished four types of purchase decisions based on the degree of buyer involvement and the degree of difference among brands:
[bookmark: _Toc336899415]Table 5 | Types of purchase decisions | TB102
	
	High involvement
	Low involvement

	Significant differences between brands
	Complex purchasing behaviour
	Variety-seeking purchasing behaviour

	Few differences between brands
	Dissonance-reducing behaviour
	Habitual purchasing behaviour


· Complex purchasing behaviour: Refer to above table. Complex purchasing behaviour is usually the case when the product is expensive, being bought infrequently, involves risk and is self-expressive. Buyers need assistance in learning about the product’s attributes and benefits e.g. cars, computers, furniture;

· Dissonance-reducing behaviour: Refer to above table. The buyer will shop around to determine what is available on the market but will buy fairly quickly e.g. lawnmowers, carpets and tiles;  

· Habitual purchasing behaviour: Refer to above table. Buyers buy out of habit but are not brand loyal e.g. salt, milk, bread. The products are  mostly low cost, frequent purchases;

· Variety-seeking purchasing behaviour: Refer to above table. Consumers do a great deal of brand switching for the sake of variety e.g. take-away food, restaurants, ice cream, entertainment, salad dressing, coffee.

Two further types of decision making also occur:
· Routine decision making: This occurs when a consumer, without consciously thinking about it, consistently purchases the same branded products. This loyalty is the result of the extended decision-making process of the preceeding period e.g. toiletries, detergents, margarine, coffee and tea;

· Impulsive decision making: This implies unplanned action on the spur of the moment. The consumer progresses through all the phases of the decision-making process. Usually, action follows immediately after the decision has been reached.
[bookmark: _Toc336899340]Assessment | SG72
Explain the different types of purchase decision and identify which would be applicable for each of the following situations:
1. Buying a new house;
2. Buying a Kit-Kat from the till stand at Pick 'n Pay;
3. Buying a rare bottle of red wine;
4. Buying a Steers burger rather than a Big Mac;
5. Buying a replacement light bulb for the kitchen.



[bookmark: _Toc336899341]Study unit 14 | Individual factors influencing consumer behaviour | SG73
· Needs
· Motives
· Selective exposure
· Selective attention
· Selective interpretation
· Selective recall
· Attitude
· Personality
· A10
· Socialisation
[bookmark: _Toc336899342]Introduction | SG75
Individual factors are the factors that influence decision making yet are unique to the individual.
[bookmark: _Toc336899343]1 | Motivation | SG74 | TB104
All behaviour starts with needs and wants. 
· Needs: are the basic forces that motivate an individual to so something;
· Wants: are needs that are learned during an individual’s lifetime;
· A motive: Is a need or want that is sufficiently stimulated to move an individual to seek satisfaction.
Buying motives may be grouped into three different levels, depending on the consumer’s awareness of them and their willingness to divulge them:
· Awareness need level: Consumers know their motives and are quite willing to talk about them;
· Pre-awareness need level: Consumers are aware of the motives but will not reveal them to others;
· Unawareness need level: Consumers cannot explain the factors motivating their buying actions because they are unaware of these motives, or they are subconscious motives.
[bookmark: _Toc336899416]Table 6 | Maslow's hierarchy of needs | TB105


Consumers are not always motivated by psychological needs; they are also concerned about more rational drivers such as economy, quality, reliability and performance. These are known as economic motives, which are rational in nature, deal with the technical functions and performance of a product, and are usually expressed in quantitative terms.
They can also be seen as the functional motives underlying buying behaviour. Refer to the figure below:
 
[bookmark: _Toc336899417]Table 7 | Motives of consumers | TB106

[bookmark: _Toc336899344]2 | Perception | SG75 | TB106
The process of receiving, organising and assigning meaning to information or stimuli detected by the five senses is known as perception. It is the way that consumers interpret or give meaning to the world surrounding them.
Perception involves seeing, hearing, feeling, tasting and smelling. Subjective factors always play a role in perception. The experiences, values and prejudices of an individual colour his or her perceptions. 
Perception also plays a role in the interpretation of a marketing message. Because so many, often conflicting, stimuli are perceived simultaneously, individuals tend to defend themselves. Such perceptual defence mechanisms are used to protect a person against undesirable stimuli from the environment, and include the following:
· Selective exposure: Occurs when people selectively choose to expose themselves only to certain stimuli e.g. paging through a magazine to miss an advertisement;
· Selective attention: Occurs when an individual does not pay full attention to the stimuli picked up by the senses;
· Selective interpretation: Occurs when the stimuli are perceived, but the message itself is not interpreted as it was intended to be;
· Selective recall: Refers to the individual’s ability to remember only certain stimuli and to forget others which may be important.
[bookmark: _Toc336899345]3 | Learning ability | SG76 | TB109
Learning can be defined as the result of a combination of motivation, attention, experience and repetition. Three elements are implied in this definition:
1. In order to learn, the consumer must be motivated;
2. The consumer must give full attention to the message (must perceive and experience it);
3. There must be some measure of effective repetition.
The following learning principles are important when formulating marketing messages:
· Repetition is important to reinforce the message;
· A unique message is best remembered;
· A message which is easy to understand is easy to learn;
· The law of primacy states that: the aspect mentioned at the beginning of the message is best remembered, but according to the law of recency, the last-mentioned aspect is best remembered;
· Demonstrations facilitate the learning process;
· Promises of rewards (or threats of punishment) facilitate learning;
· Serious fear-producing messages are avoided; consumers tend to distort such messages.
[bookmark: _Toc336899346]4 | Attitude | SG76 | TB109
An attitude is a positive or negative feeling about an object that predisposes a person to behave in a particular way toward that object.
Attitude’s also encompass an individual’s value system, which represents personal standards of good and bad, right and wrong, and so forth. All attitudes have the following in common:
· Attitudes are learned through previous experience with a product or indirect experiences such as reading about the product or interaction with social groups;
· Attitudes relate to an object;
· Attitudes have direction and intensity: attitudes toward the object are either favourable or unfavourable;
· Attitudes tend to be stable.

It is difficult to change strongly held attitudes. When a marketer is faced with negative or unfavourable attitudes, there are various options:
· Change the consumer’s beliefs about the attributes or brands: e.g. the campaign to promote read meat as healthy;
· Change the importance of beliefs;
· Add new beliefs: e.g. a particular toothpaste not only prevents tooth decay but also whitens teeth.
[bookmark: _Toc336899347]5 | Personality | SG77 | TB110
Personality refers to individuals’ unique psychological makeup, which consistently influences how they respond to their environment. Marketers use personality traits to describe individuals and to differentiate between them.
[bookmark: _Toc336899418]Table 8 | Examples of personality traits | TB111


[bookmark: _Toc336899348]6 | Lifestyle | SG77 | TB111
Lifestyle refers to the way of living of individuals or families. Personality, motives and attitudes also influence lifestyle.
The AIO classification describes lifestyle according to the activities, interests and opinions of consumers. See the  figure below:
[bookmark: _Toc336899419]Table 9 | Lifestyle dimensions | TB111


[bookmark: _Toc336899349]Assessment | SG78
1. Describe the individual factors that influence consumer decision making.
2. Discuss what your motivation was for buying the last item of clothing that you purchased.
3. Consider your own personality and describe how it would influence you choice of motorcar.
4. Would your lifestyle influence your choice of house? Explain your answer in detail.


[bookmark: _Toc336899350]Study unit 15 | Group factors influencing consumer behaviour | SG79
[bookmark: _Toc336899351]Key concepts | SG79
· Culture
· Social class
· Family
· Reference groups
· Opinion leaders
· Socialisation
[bookmark: _Toc336899352]Introduction | SG80
The groups that influence all consumers are:
· Cultural groups;
· Social class groups;
· The family;
· Reference groups; and 
· Leaders. 
[bookmark: _Toc336899353]1 | Culture | SG80 | TB112
Culture comprises a complex system of values, norms and symbols which have developed in society over a period of time and in which all its members share. This process is referred to as socialisation. Each cultural group comprises four main subcultures, categorised according to:
1. Nationality;
2. Religion;
3. Race; and
4. Geographical area of residence.
Besides the four main groups, smaller subcultures may develop, according to: language, age, interests or occupation.
Effective communication can take place only if the theme of the advertising message reflects the cultural norms, values and symbols of the cultural group to which it is directed.
[bookmark: _Toc336899354]2 | Social Class | SG80
Social classes differ with regard to lifestyle, clothing, home decor, the spending of leisure time, attitude towards expenditure and saving, response to communication and choice of media. The retailer therefore has to know the social class of his/her customers so that he/she can, for example, use the right media (newspapers, magazines, television stations) to reach them. Because the retailer knows that most customers aspire to belong to a higher social class, his/her marketing message could imply that by buying the company's product, the consumer may attain membership of a higher class.
[bookmark: _Toc336899355]3 | Family | SG81 | TB113
In family interaction, the child learns behaviour patterns by means of the socialisation process. The family can be regarded as a nuclear group whose members live in close contact with one another and act as a decision-making unit when they attempt to satisfy individual needs from one shared source (the family income).
With regards to the influence of the family, there are two aspects which are of importance to the enterprise in developing its marketing strategy:
1. The family lifecycle;
2. Role differentiation between family members.
3-1 | The family lifecycle | TB113
The family lifecycle phases are as follows:
· Newlywed phase: Both members are usually economically active and pool their incomes;
· Phase of family growth: Starts with the arrival of the first child and changes previous consumer behaviour patterns;
· Maturity phase: The children in the family have reached the adolescent stage and have developed their own norms, preferences and lifestyles;
· Post-parental phase: All the children have left home and the parents have greater disposable income to spend on luxuries;
· Sole survivor: One spouse dies, and the consumption patterns and the lifestyle of the surviving spouse change drastically.
3-2 | Role differentiation | TB113

[bookmark: _Toc336899420]Table 10 | Role differentiation in consumer decision making in the family | TB113
	Roles
	Family members

	The initiator: is the person who makes the first suggestion regarding products to be purchased
	Teenagers

	The influencer: is the person who implicitly or explicitly influences the final decision
	Children’s preferences e.g. for a certain kind of breakfast cereal can influence family decision making

	The decision maker: is the person who actually chooses between alternatives and makes the decision
	Usually the mother or the father

	The purchaser: purchases the products
	Usually the mother’s responsibility to purchase the groceries

	The user: is the person who actually uses the products
	-



[bookmark: _Toc336899356]4 | Reference groups | SG82 | TB114
A reference group involves one or more people that a consumer uses as a basis for comparison or ‘point of reference’ in forming responses and performing behaviours. Reference groups consist of formal and informal groups that influence the decision making of consumers. Individuals may be members of one or more of the following reference groups:
· Membership groups: Groups to which the person has obtained membership;
· Automatic groups: Groups to which a person belongs purely as a result of age, sex or occupation;
· Negative groups: Groups with which a person does not wish to be associated;
· Associative groups: Those groups to which a person aspires to belong.
Reference groups affect consumer behaviour in three ways:
1. Normative influence: Norms of behaviour are laid down by the reference group, and group members behave accordingly;
2. Value – expressive influence: Behaviour portrays certain values e.g. health consciousness;
3. Informational influence: Consumers often accept the opinions of group members as credible, especially when it is difficult to assess product or brand characteristics by observation.
Bearden and Etzel indicate the following situations where strong reference group influence occurs:
· Publicly consumed luxuries: Strong influence on decision to buy product and the choice of brand e.g. cell phones;
· Privately consumed luxuries: Strong influence on decision to buy product but not on brand e.g. water purifiers;
· Publicly consumed necessities: Strong influence on brand choice;
· Privately consumed necessities: No reference group influence e.g. underwear or mattresses.
[bookmark: _Toc336899357]5 | Opinion leaders | SG83 | TB115
Opinion leadership is the process by which one person (the opinion leader) informally influences the actions or attitudes of others. An opinion leader is not necessarily an important person, but is someone who the group looks up to, especially during the purchase of new, high risk products. Celebrities are often opinion leaders because of their public status. 
Opinion leaders are especially important in channelling information to members of the target market. Many marketers and retailers use opinion leaders to help guide the choice of other members of the target market. This is done by channelling their marketing communication efforts through opinion leaders so that it is reinforced by the opinion leader. This is especially useful if the product is new or if it is a high-risk product in terms of social or financial risk.
The opinion leader is the go-between in what is known as the two-step follow of communication.
The process of gradual acceptance is known as diffusion.
[bookmark: _Toc336899358]Assessment | SG84
Discuss all of the group factors that influence consumer decision making.
Indicate which of the group factors would influence you the most when making the following decisions:
1. Choosing a toothpaste;
2. Choosing a make of motorcar;
3. Choosing between banks;
4. Selecting a football team to support; and 
5. Choosing a pair of sunglasses.


[bookmark: _Toc336899359]Study unit 16 | The buying decision-making process | SG85
[bookmark: _Toc336899360]Key concepts | SG85
· Cognitive dissonance
· Consumer decision making
· Evaluation criteria
· Evoked set
· External search
· Internal search
· Need recognition
· Post-purchase behaviour
· Purchase decision
[bookmark: _Toc336899361]The buying decision-making process | SG85 | TB116
Not all consumers proceed in order through all the steps. Consumers engaged in extensive decision making go through all the steps:
[bookmark: _Toc336899421]Table 11 | Stages of the purchase-decision process | TB116

1 | Need for recognition | SG87 | TB116
The process by which a consumer makes a purchase decision begins when the consumer recognises a need. This phase is sometimes called the problem recognition or problem awareness phase. Need recognition or problem recognition occurs when buyers become aware of a difference between a desired state and an actual condition.
2 | Information search | SG87 | TB117
After recognising the problem or need, buyers search for information about products to help resolve the problem or satisfy the need. In the internal search, buyers search for information about products. If they cannot retrieve from memory enough information for a decision, they seek additional information through an external search. 

Depending on how much experience a consumer has in meeting a particular type of need, the consumer will seek information from the following sources:
· Internal sources: Information lodged in the person’s memory e.g. routine purchases such as shampoo;
· Group sources: Family, friends, colleagues;
· Marketing sources: Advertisements, product displays, packages etc.
· Public sources: Resources in the media or ratings by independent organisations;
· Experiential sources: The consumer may experience the product while shopping e.g. handling it, tasting it, smelling it or trying it out.
The set of alternatives that the consumer identifies is known as the consideration or evoked set. The products or brands in the evoked set are those which the buyer can further evaluate.
The extent to which an individual conducts an external search depends on the following factors:
· Perceived risk: The higher the risk the more extensive the search;
· Knowledge level of the buyer: The better informed the consumers are, the less they need to search for information;
· Prior experience;
· Level of interest in the product.
 3 | Evaluation of alternatives | SG87 | TB118
To evaluate the products in the evoked set, a buyer establishes certain criteria by which to compare, rate and rank different products. Marketers can influence consumers' evaluation by framing alternatives.
[bookmark: _Toc336899422]Table 12 | Evaluation criteria | TB118
	Product criteria
	Psychological criteria

	Cost/price
	Satisfaction of social needs

	Quality/durability
	Satisfaction of ego needs

	Aesthetic qualities e.g. colour, style, texture
	Image of product (or store)

	
	Contribution of the product to lifestyle



Evaluation takes place in the mind of the consumer and is an example of covert behaviour.
[bookmark: _Toc336899423]Table 13 | Risk factors considered during evaluation | TB119
	Type of risk
	Typical consumer
	Type of product

	Financial risk
	Inadequate funds, low income or sensitive to financial loss
	Expensive products e.g. homes and cars

	Functional risk
	Practical people
	Appliances requiring a degree of dedication e.g. computers and microwave ovens

	Physical risk
	Older and disadvantaged people, health conscious
	Mechanical products which can cause injuries, health products and medicines

	Social risk
	Individuals aiming to prove themselves, those that lack self-confidence
	Symbolic products e.g. fashion clothing, jewellery, sporting equipment

	Psychological risk
	Individuals who have a strong need for respect
	Expensive personal luxuries



4 | Purchase decision | SG88 | TB119
In the purchase stage, consumers select products or brands on the basis of results from the evaluation stage and on other dimensions. Buyers also choose the seller from whom they will buy the product. A series of related decisions must be made:
· Brand decision;
· Vendor decision;
· Quantity decision;
· Time decision; and
· Payment method decision.
5 | Post-purchase behaviour | SG88 | TB120
Marketers must monitor post-purchase satisfaction, post-purchase actions and cognitive dissonance.
[bookmark: _Toc336899362]Assessment | SG88
1. Explain all sources a consumer can consult during the information search stage.
2. What determines the extent to which a consumer conducts an external information search?
3. What is cognitive dissonance?
The negative feeling of doubt and uncertainty in the post-purchase period is referred to as cognitive dissonance, a negative emotion stemming from a psychological inconsistency in the cognitions (the things that a person knows).
4. Apply the stages in the consumer buying decision process to a practical situation.

[bookmark: _Toc336899363]Study unit 17 | Business buying behaviour | SG89 | TB121
[bookmark: _Toc336899364]Key concepts | SG89
· Buying centre
· Gatekeepers
· Modified rebuy
· New-task buying
· Organisational buying behaviour
· Product specification
· Proposal solicitation
· Straight rebuy
· Supplier search
[bookmark: _Toc336899365]Business buying behaviour | SG90
Businesses buy goods and services for the following purposes:
· To manufacture other goods and services e.g. raw material, equipment, components, tools;
· To resell to other organisational buyers or to consumers e.g. retailers or wholesalers;
· To conduct the organisation’s operations e.g. office equipment, stationery and cleaning materials.
The business buying decision is usually taken by more than one person and is based on rational considerations. This is in contrast with consumer decisions, which are often based on the satisfaction of psychological and social needs. The following factors of organisational buying behaviour must be considered:
· How organisational buying behaviour differs from consumer buying behaviour;
· The buying decisions that buyers make;
· The participants in the buying process;
· How industrial buyers make their buying decisions.
1 | Differences between organisational and consumer buying behaviour | SG90 | TB121
· There are usually more people involved in the purchasing process;
· The process is often technically more complex;
· Buyers acquire products for further production, for use in operations, or for resale to final customers;
· The purchase process tends to focus more on rational needs;
· The post-purchase process is often more significant e.g. the need for service;
· There is a greater interdependency between buyer and seller as long-term relationships evolve;
· Buyers are more likely to have unique needs that require customised manufacturing;
· More personal selling is involved;
· Decisions are often more time consuming as products are complex and a greater number of individuals are involved;
· Buyers must follow policies and compare guidelines which place restrictions on what and from whom they can buy.
2 | Types of buying decisions | SG90 | TB122
The number and nature of the buying decisions an organisational buyer faces depends on the buying situation. Four types of buying decision may be distinguished:
· New-task buying: This is an organisational buying situation in which the buyer purchases a product or a service for the first time. The greater the cost or risk, the larger the number of participants in the decision and the greater their efforts to collect information;
· Straight rebuy: This is an organisational buying situation in which the buyer routinely reorders something without any modifications;
· Modified rebuy: This is an organisational buying situation in which the buyer attempts to modify product specifications, prices, terms or suppliers;
· Systems buying: This involves buying a packaged solution to a problem and not making all the separate decisions involved.
3 | Buying centre | SG91 | TB123
The decision-making unit of a buying organisation is called its buying centre. A buying centre can be defined as all the individuals and units that participate in the decision-making process. The members of the buying centre could play any of the following roles: users, influencers, buyers, decision makers and gatekeepers:
[bookmark: _Toc336899424]Table 14 | Comparison of buying centres in consumer markets and organisational markets | SG91
	Consumer
	Example
	Organisation
	Example

	Initiator
	Child pesters parents for a new boke
	User
	Machine breaks down; the operator reports it

	Influencer
	Mother thinks about it and says “well, perhaps he has grown out of the old one…”
	Influencer
	User may influence; may also involve R&D staff, accountants, suppliers, sales reps

	Decider
	Father agrees and they all go to the shop to make the purchase
	Decider
	Senior manager or a buyer

	Purchaser
	Parents
	Buyer
	Handles the search for, and negotiations, with suppliers

	User
	The child
	Gatekeeper
	Secretarial staff preventing influencers reaching the decision maker; R&D staff withholding information



4 | Buying decisions | SG92 | TB123
The organisational buying process consists of eight stages:
1. Problem recognition: Recognising a problem or need;
2. General need recognition: Describing general characteristics and quantity of needed item;
3. Product specification: Specifying the best technical product specifications;
4. Supplier search: Trying to find the best supplier;
5. Proposal solicitation: Inviting qualified suppliers to submit proposals;
6. Supplier selection: Reviewing proposals and selecting a supplier;
7. Order routine specification: Writing a final order, and listing technical specifications, quantity needed, delivery time, return policies, warranties etc.
8. Performance review: Rating satisfaction with suppliers, and deciding whether to continue, modify or stop them.
[bookmark: _Toc336899425]Table 15 | Buying stages and buying situations
	Buying stages
	Buying situations

	
	New buy
	Modified buy
	Straight rebuy

	Problem recognition
	Yes
	Maybe
	No

	General need recognition
	Yes
	Maybe
	No

	Production specification
	Yes
	Yes
	Yes

	Supplier search
	Yes
	Maybe
	No

	Proposal solicitation
	Yes
	Maybe
	No

	Supplier selection
	Yes
	Maybe
	No

	Order routine specification
	Yes
	Maybe
	No

	Performance review
	Yes
	Yes
	Yes



[bookmark: _Toc336899366]Assessment | SG94
1. Discuss the key characteristics of organisational buying that make it different from consumer buying.
2. The number of decisions an organisational buyer makes in a purchase depends on the type of buying situation. What are these types of buying situation?
3. Describe the roles assumed by people in a buying centre.
4. What useful questions should be raised to guide a buying centre analysis?
5. Discuss the stages in the organisational buying process.

[bookmark: _Toc336899367]Topic 5 | Market segmentation, targeting and positioning | SG95 | TB126
[bookmark: _Toc336899368]Learning outcomes | SG95
· Demonstrate an understanding of the concepts of market segmentation, targeting and positioning.
· Illustrate how the bases for segmenting consumer markets can be used to identify possible market segments.
· Explain the process of market targeting.
· Explain the factors involved in product positioning.
[bookmark: _Toc336899369]Chapter 5 | Market segmentation, targeting and positioning | TB126
[bookmark: _Toc336899370]Learning outcomes | TB126
· Explain the concept of market segmentation;
· Indicate how marketers can segment their market;
· Highlight the prerequisites for effective market segmentation;
· Explain what is meant by the term ‘target marketing’;
· Suggest factors that should be considered when selecting a target market;
· Explain the concept of product positioning;
· Discuss the positioning process; and
· Describe the positioning methods that marketers can pursue in practice.


[bookmark: _Toc336899371]Study unit 18 | Introduction to market segmentation | SG96
[bookmark: _Toc336899372]Key concepts | SG96
· Market segmentation
· Market targeting
· Product positioning
· Prerequisites for market segmentation
[bookmark: _Toc336899373]Introduction | SG96
One of the main components of the marketing concept is customer orientation. Customer orientation is about focusing the efforts of the organisation on satisfying customer needs.
In this study unit we will discuss market segmentation. We will introduce market targeting and product positioning. We will also look at the benefits and drawbacks of market segmentation and consider the prerequisites for effective market segmentation.
[bookmark: _Toc336899374]The role of market segmentation | SG97
Market segmentation allows a business to divide its market into "blocks" or "groups"of customers —the segments. Each will have similar needs and will respond to specific types of products or services and marketing communications.
[bookmark: _Toc336899375]Market targeting and product positioning | Segmentation, targeting and positioning defined | SG98 | TB127
· Market segmentation: To achieve maximum customer satisfaction, marketers divide the heterogeneous market into fairly homogeneous subsets of customers. Each segment of the market, it is assumed, will have similar needs, and will respond in a similar way to the market offering and strategy;

· Market targeting: The process of deciding which segment(s) to pursue is referred to as market targeting. It makes sense for the organisation to focus only on the most appropriate market segments, rather than attempting to meet the needs of all segments;

· Positioning: Once the target market segment has been selected, the company must decide how to compete effectively in it. A decision has to be made concerning the competitive advantage to be achieved. This is known as positioning.
[bookmark: _Toc336899376]The benefits and drawbacks of market segmentation | Advantages and disadvantages of market segmentation | SG98 | TB128
The advantages of market segmentation include:
· It forces marketers to focus more on customer needs: It forces organisations to focus all their energy on satisfying the needs of one (or just a few) group(s) of customers, rather that many;
· It leads to the identification of excellent new marketing opportunities (if research reveals an unexplored segment): It may highlight an untapped market segment;
· It provides guidelines for the development of separate market offerings and strategies for the various market segments;
· It can help guide the proper allocation of marketing resources: It helps focus resources more profitably on acquiring and developing customers, and may enable a firm with limited resources to compete with larger organisation.
The disadvantages of market segmentation include:
· The development and marketing of separate models and market offerings is expensive: It is expensive to develop multiple products for multiple segments and multiple strategies;
· Only limited market coverage is achieved: This results in the reduction of any economies of scale the organisation might have had (the company may miss out on other lucrative opportunities);
· Excessive differentiation of the basic product may lead to a proliferation of models and variations and finally cannibalisation: Cannibalisation occurs when one product takes away market share from another product developed by the same enterprise.
[bookmark: _Toc336899377]The prerequisites for market segmentation | SG99 | TB128
The main aim of segmentation is to enhance customer satisfaction and the profitability of shareholders. For market segmentation to be effective, it must meet the following criteria:
· It must be measurable: Size, purchasing power, potential profit and profile of the segment;
· It must be large enough: A segment must be the largest homogeneous group of people worth exploiting with a tailored market offering and marketing strategy;
· It must be accessible: Marketers must be able to reach the market segment with their market offering and strategy;
· It must be actionable: It must be possible to develop separate market offerings for different market segments;
· It must be differentiable: Different market segments must exhibit heterogeneous needs i.e. people in different segments must have different needs, demands and desires. People in the same segment must exhibit similar characteristics and needs.
Once marketing management is satisfied that a specific segment conforms to these conditions, it can be considered as a possible target market.
[bookmark: _Toc336899378]Activity | SG101
You wish to open a restaurant in your town. However, you are unsure whether to open an upmarket restaurant like Squire's Loft or a cheaper restaurant such as a Spur, Steers or McDonald's.
1. Is it necessary to analyse consumers before you open the restaurant. Explain your reasoning.
Retail businesses such as restaurants can only be successful if their owners or managers knows their customers and adapt their products (in this case, food) to meet the customers' needs.
2. Is the restaurant market a homogeneous or heterogeneous market? Give reasons for your answer.
There are different types of restaurants in your area that focus on different types of consumers. The restaurant market can therefore be defined as a heterogeneous market. One restaurant might focus primarily on married people with children, that is, it is a family restaurant. In comparison, young married couples with a high joint income would rather visit more expensive restaurants, where the food and service are of a higher standard.
3. If, in your opinion, the restaurant is a heterogeneous market, why would it be beneficial to segment the market?
In a heterogeneous market such as this, the retailers will not be able to serve all their customers equally well. They will have to choose a specific group of customers who exhibit unique personal characteristics and requirements for a restaurant. Such a group of customers is known as a market segment. By focusing on one or a few such market segments, retailers will be able to satisfy their customers better than their competitors who focus on other segments.
[bookmark: _Toc336899379]Assessment | SG102
1. Describe the role of market segmentation.
2. Explain what is meant by market targeting and market positioning.
3. Outline the benefits and drawbacks of market segmentation.
4. Discuss the prerequisites for market segmentation.
5. If you were a manager for Woolworths, explain how you would go about segmenting the grocery shopping market.
6. Is market segmentation more important in the retail sector or is it just as important for manufacturing and wholesaling organisations?

[bookmark: _Toc336899380]Study unit 19 | Bases for segmenting consumer markets | SG103
[bookmark: _Toc336899381]Key concepts | SG103
· Bases for market segmentation
· Geographic
· Demographic
· Psychographic
· Behaviouristic
· Living standards measure
· Value groups
[bookmark: _Toc336899382]Bases for segmenting consumer markets | SG104
There are several categories (or bases) of variables that can be used to segment consumer markets:
· Geographic;
· Demographic;
· Psychographic;
· Behaviouristic.
[bookmark: _Toc336899426]Table 16 | Bases for segmenting consumer markets | TB130
	Bases

	Geographic

	Region, size of city or town, density, climate

	Demographic

	Age, gender, family size, family life cycle, annual income, occupation, religion, race, education

	Psychographic

	Lifestyle, personality, social class

	Behavioural

	Purchase occasion, benefits sought, user status, usage rate, loyalty status, readiness stage, attitude to product



The following three factors are important:
1. A mutual relationship may exist between some of these bases e.g. between income, occupation and education;
2. Needs seldom relate to one segment base only;
3. The market segmentation bases described above are not complete.
1 | Geographic segmentation | SG105 | TB131
The marketer divides the total market into different geographical areas, such as countries or regions. Variations such as the size of the city or town or population density may also be appropriate bases.
The geographic segmentation approach assumes that customers within a particular geographic location, be it a country, region, city or even suburb, may be targeted with the same product offering and marketing mix. One or more locations would then be targeted by the organisation.
This approach on its own doesn't define a marketing strategy; it doesn't define the product or service required, or the promotional stance to take. It can, however, play a role in segmentation by providing further help in identifying how to reach customers found in particular segments. The logic is that people who live in the same area share some of the same needs and wants and these differ from those who live in different areas.
2 | Demographic segmentation | SG105 | TB131
This approach assumes that customers differ according to certain personal variables, such as age, gender, marital status, race, religion, family size, occupation, income or education. 
Demographic information helps marketers identify a profile of the typical customer to be found in each segment, which will guide them in what marketing strategy to use to reach the segment in question.
The South African Advertising Research Foundation (SAARF) publishes a regular Living Standards Measure (LSM) report that serves as one of the most comprehensive surveys of a range of variables that can be used to describe the living standards of people in South Africa. The report is a powerful marketing research tool and divides the population into 10 (previously 8) LSM groups, ranging from LSM I (the poorest group) to LSM 10 (the most well-off group).
Refer Table 5.1: Bases for segmenting consumer markets | TB130
3 | Psychographic segmentation | SG106 | TB134
Psychographic variables refer to the inner or intrinsic qualities of individual consumers. Using this base, marketers are able to segment markets according to variables impacting on the psyche of consumers such as lifestyle, personality and social class. In the process of segmenting a market using this basis, the marketer would normally make use of information about consumers' attitudes, interests and opinions (A10) and values and lifestyles (VALS). Using a statistical technique called factor analysis, information gathered is used to identify subgroups of consumers.
In South Africa, the AC Nielsen MRA Sociomonitor Value Groups survey is a standard for psychographic profiling in the country and results in the identification of various "value groups":
1. Conformists;
2. Transitionalists;
3. Progressives;
4. Non-conformists;
5. Today-ers.
4 | Behaviouristic segmentation | SG107
Here segmentation is done based on consumer buying behaviour and the variables that may be considered include the following:
· Purchase occasion: Here the marketer looks at the occasion for which the product is being bought, whether it is for everyday use or for use on special occasions e.g. orange juice and champagne;
· Benefits sought: This variable attempts to understand the value that a consumer seeks when buying a particular product, and then to respond with products that address those needs;
· User status: User status divides consumers into non-users, ex-users, potential users, occasional users or regular users. Regular users guarantee survival in the short-term; potential users can be enticed to become users in the future and thus represent future growth;
· Usage rate: This variable looks at the frequency of use of a particular product such as heavy versus light users, or frequent versus infrequent e.g. frequent flyers and high rollers;
· Loyalty status: Here the marketer attempts to identify how loyal the consumer is to a product;
· Buyer readiness stage: This variable measures whether consumers are ready for a product or whether they first need to be made aware of the product and its benefits e.g. the introduction of new technology;
· Attitude towards the product: Here the effort is focused on identifying whether consumers are indifferent, negative, hostile, positive or enthusiastic towards a product.
[bookmark: _Toc336899383]Developing segment profiles | SG108 | TB137
Once the segmentation process has been undertaken by an organisation, it is essential that each segment be fully described in terms of the variables mentioned: size, demographic and psychographic details, lifestyle, behaviour patterns and product usage.
These profiles become the framework that the organisation can use for developing a suitable product offering and marketing communications package that meets the needs of the customers that fall within the selected segments.
[bookmark: _Toc336899384]Assessment | SG110
1. Discuss four bases to use in segmenting consumer markets.
2. Identify the variables that one could use in demographic segmentation.
3. Identify the variables that one could use for psychographic segmentation.
4. Explain what living standards measures and value groups are.
5. Describe what is meant by behaviouristic segmentation.

[bookmark: _Toc336899385]Study unit 201 | Market targeting | SG112 | TB141
[bookmark: _Toc336899386]Key concepts | SG112
· Selecting potential target markets
· Targeting market segments
[bookmark: _Toc336899387]Introduction | SG112
The astute retailer realises that the organisation cannot serve all the consumers in the marketplace equally well — some consumers expect the highest quality products, others consider convenience to be more important, while others again are more concerned about lower prices. It is hardly likely that one retailer will be able to cater for all these diverse consumer expectations. The organisation should therefore decide which type of consumer it can really serve well, given its own strengths and weaknesses, and then focus its whole effort on this market segment(s). This choice between the market segments that constitute the total market is called market targeting.
[bookmark: _Toc336899388]Criteria for selecting potential target markets | SG113 | TB141
Before a specific market segment is selected as a target market, it must first be evaluated according to five important evaluation criteria:
1. Segment size and growth possibilities;
2. Attractiveness and potential profitability: A target market is generally attractive if it has some degree of interrelationship with other segments;
3. Resources and skills of the enterprise: The market offering must have an undoubted differential advantage to target market members;
4. Compatibility with the enterprise's objectives;
5. Cost of reaching the target market.
Such an evaluation has an external and an internal focus. 
The external analysis entails looking at each market segment in terms of its:
· Present size;
· Future growth potential;
· Likely competitive situation; and
· Profit potential;
· "Competitor traffic" in the segment: Even a segment containing many consumers and which show great future growth potential may not be attractive to enter because of the many, well-entrenched and financially strong competitors already operating in the segment.
The internal analysis entails deciding whether the marketer is able to serve the market segment profitably, given its strengths and weaknesses. Three factors are of specific importance, namely:
· Whether the business possesses the resources to effectively serve the segment;
· Whether its existing operations are in line with its possible venture in this segment; and
· Whether the cost of serving this segment, in terms of investment and operating costs, is not too high for the firm. 
If the external and internal analysis of the market segment shows positive results, the marketer can seriously consider choosing the segment as a target market. 
In order to assess the potential of each of the market segments identified during the segmentation process, Walker et al propose five steps:
[bookmark: _Toc336899427]Table 17 | Steps in the evaluation of potential market | TB142

[bookmark: _Toc336899389]Targeting market segments | SG114 | TB144
The exercise of choosing which market segments to serve is called target marketing. Marketers can choose between three broad segmentation approaches:
1. Concentrated targeting: Concentrated targeting occurs where the organisation decides to focus all its efforts on one segment in the market by satisfying the unique needs of this segment better than its competitors can, for example, Lamborgini focuses on the luxury sports car segment. Concentrating the market offering on one specific segment can lead to greater expertise in production, distribution and marketing communications. The disadvantage is that all efforts are concentrated on one source;

2. Differentiated targeting: The enterprise elects to target two or more market segments, developing a unique marketing strategy for each one. For example: IBM offers many hardware and software packages for different segments in the computer market. The disadvantage is that it is costly due to a reduction in the economies of scale;

3. Undifferentiated targeting: Undifferentiated marketing exists in a homogeneous market where all customers are basically similar in their needs and usage of the product, very few opportunities exist for competitors to distinguish their products from one another. In such a market a business can only pursue an undifferentiated marketing strategy by developing a product that will appeal to most customers in the market. The organisation therefore ignores market segment differences and goes after the whole market with one market offering by focusing on the commonalities.
[bookmark: _Toc336899390]Activity | SG115
Which market targeting approach would the following retailers apply?
1. A greengrocer
The greengrocer and Engen are examples of enterprises that compete in homogeneous markets where separate market segments are not really evident. The needs of most consumers for fruit and vegetables and petrol are basically the same — hence these enterprises will follow an undifferentiated market approach.
2. A Ferrari dealer
The Ferrari dealer and Woolworths Food Stores serve a single segment in a heterogeneous market, namely the A-income group, and therefore follow a concentrated or focus market approach.
3. American Swiss jewellers
American Swiss competes in a heterogeneous market, but serves more than one of its market segments. They sell from basic to luxury products, and also different product lines. They therefore follow differentiated marketing. Since American Swiss cannot satisfy the needs of all consumers, they serve only some market segments in their markets.
4. Engen
Engen is an example of an enterprise that competes in a homogeneous market where separate market segments are not really evident. Engen will follow an undifferentiated market approach.
5. Woolworths Food Stores
The Ferrari dealer and Woolworths Food Stores serve a single segment in a heterogeneous market, namely the A-income group, and therefore follow a concentrated or focus market approach.
6. Hi-fi Corporation (selling electronic goods)
Hi-fi Corporation competes in a heterogeneous market, but serves more than one of its market segments. They sell from basic to luxury products, and also different product lines. They therefore follow differentiated marketing. Since Hi-fi Corporation cannot satisfy the needs of all consumers, they serve only some market segments in their markets.

[bookmark: _Toc336899391]Assessment | SG115
1. Explain what is meant by market targeting.
2. Before a specific market segment can be selected as a target market it should be evaluated according to five evaluation criteria. Discuss these criteria.
3. Describe the three broad segmentation approaches a marketer could use.

[bookmark: _Toc336899392]Study unit 21 | Product and store positioning | SG117 | TB145
[bookmark: _Toc336899393]Key concepts | SG117
· Positioning process
· Repositioning a product or a store
· Positioning methods
[bookmark: _Toc336899394]Introduction  SG117
Organisations are always trying to improve the image that consumers have of their products and in some cases their stores as well. This is done by improving the quality of the product lines, offering better in-store service and after-sales service, giving the organisation a quality image, adjusting the prices of products upwards or downwards, and by using marketing communication that conveys a particular image of the organisation.
[bookmark: _Toc336899395]The positioning process | SG118
In essence, product positioning has to do with competitive differentiation and the effective communication of this to customers. Repositioning refers to the changing of a brand’s (mostly undesirable) position in the market in the hope that the new positioning will improve the brand’s appeal among consumers.
A seven-step approach can be adopted when positioning brands. The positioning exercise basically consists of determining which characteristics of the organisation and its competitors influence the perceptions of consumers. These characteristics are called determinant variables or attributes. Once these factors have been determined the organisation can establish, through market research, how it is doing in terms of these variables in the eyes of consumers.
[bookmark: _Toc336899428]Table 18 | The positioning process | TB147

[bookmark: _Toc336899396]Repositioning a product or a store | SG119
The images consumers have of brands change over time. The evolution of images and product positions over time is natural and to an extent inevitable. Product repositioning, on the other hand, refers to a deliberate decision to significantly alter the way the market views a product. This could involve its level of performance, the feelings it evokes, the situation in which it should be used, or even who uses it.
The perceptual position of a product can usually be improved, even if its current position is merely strengthened. The organisation should therefore decide what position it wishes to hold on the positioning map.
[bookmark: _Toc336899397]Positioning methods | SG120 | TB150
The final step in the positioning process is the selection of a positioning or a repositioning strategy. A number of positioning methods may be used to establish a specific perceptual position for a new retailer, to strengthen the existing perceptual position of a current retailer or to reposition a business that has an unsatisfactory perceptual position. The most commonly used positioning methods are the following:
· Attribute positioning: Positioning in terms of one or more outstanding attributes Positioning in terms of unique benefits to customers e.g. Benson and Hedges for lightness and taste;
· Benefit positioning: Emphasises the unique benefits offered to customers e.g. Gillette Contour blades for a closer shave;
· Use/application positioning: Positioning in terms of the use/application possibility e.g. Graca as a wine to be enjoyed at all kinds of fun occasions;
· User positioning: Position products with the organisation’s users in mind e.g. marketers of bungee jumping position to appeal to thrill seekers;
· Competitor positioning: e.g. BMW and Merc-Benz;
· Product category positioning: Positioning in a product category not traditionally associated with the organisation, thereby expanding business opportunities e.g. museum positioning itself from educational to tourism;
· Quality/price positioning: Positioning based on claims of exceptional quality or lowest price e.g. Edgars and Pep
[bookmark: _Toc336899398]Activity | SG121
Pick 'n Pay has a considerably larger market share than Shoprite Checkers in South Africa. Do you think that the consumer's perceptions of these stores plays a role in this difference in market share? If so, which store characteristics contribute to these differences in perception? Make a list of the determinant (differentiation) variables that you think play a role in the consumers' perceptions of these retailing giants.
You should have considered, among other things, the following determinant variables:
· Price;
· Quality of merchandise mix;
· In-store service and after-sales service;
· General store appearance;
· Image of customer orientation;
· Convenient location.
[bookmark: _Toc336899399]Assessment | SG121
1. Discuss in detail the steps of the positioning process when positioning a brand.
2. Explain, with the aid of practical examples, the different positioning methods.

[bookmark: _Toc336899400]Topic 6 | Integrated marketing | SG123
[bookmark: _Toc336899401]Learning outcomes | SG123
Demonstrate an understanding of all the activities involved in integrated marketing.
[bookmark: _Toc336899402]Chapter 6 | Integrated marketing | TB153
[bookmark: _Toc336899403]Learning outcomes | TB153
· Explain how the marketing concept relates to the critical marketing decisions;
· Explain how marketing information can be obtained through the MIS;
· Explain the effect of the environment on the design of the marketing mix;
· Discuss how the determinants of consumer behaviour influence marketing decision making; and
· Identify how the choice of target market determines the design of the market offering.

[bookmark: _Toc336899404]Study unit 22 | Integrated marketing | SG124
[bookmark: _Toc336899405]Key concepts | SG124
· Marketing environment
· Marketing research
· Market segmentation
· Target market
· Product positioning
· Marketing mix
· Product decisions
· Price decisions
· Distribution decisions
· Promotion decisions
[bookmark: _Toc336899406]Estimating the need for a product | SG125
1 | Market orientation | TB155
A marketing orientation implies that an organisation will only be truly successful if it satisfies its customers better than its competitors are able to. To achieve this means that the business has to develop (or adapt) its product in such a way that it completely satisfies the consumers. Developing a product should therefore be based on thorough information about the needs and requirements of the potential market. The product should therefore only be developed after an elaborate needs analysis.
A business that has a marketing orientation has three important characteristics:
1. Customer focus: This refers to the efforts by the organisation to discover customer needs so that satisfaction can be delivered;

2. A team approach: This refers to using cross-functional teams and an integrated approach to develop and deliver customer solutions;

3. Competitor orientation: This refers to a continuous recognition of where competitors have an advantage, and their competitive positioning and marketing strategies.
[bookmark: _Toc336899429]Table 19 | Drivers of business profitability | TB156

The ultimate goal of a strong marketing orientation is to develop and implement marketing strategies that attract, satisfy and retain target market customers. This is done through the marketing strategy, which includes the target market and the marketing mix.
2 | The marketing environment | TB157
Marketing managers need to understand the wider business environment (macro-environment), but should concentrate on those aspects which can be influenced, such as the controllable variables of product, price, communication and distribution.
[bookmark: _Toc336899430]Table 20 | Environmental influence | TB157



3 | Obtaining and using marketing information | TB159
The purpose of the MIS is to collect, analyse and evaluate all the information that is likely to be of value when making marketing and other decisions. The MIS is the interface between the markets making the decisions and the marketing environment.
4 | Perspective son consumer behaviour | TB160
Characteristics associated with the ‘new’ consumer:
· The development of new value systems;
· Greater emphasis on value for money;
· Higher levels of price awareness and price sensitivity;
· An increased demand for and a willingness to accept more and exciting new products;
· Less fear of technology;
· Lower levels of brand and supplier loyalty;
· A greater willingness to experiment with new products, ideas and delivery systems;
· A greater cynicism;
· Higher levels of environmental awareness;
· Greater scepticism about politicians, big business and traditional institutions; and
· The changing roles of men and women.
A business must monitor the changing customer needs and the changing ways in which the customer uses the product. These two factors will affect the benefits which the customer is seeking and which the customer desires. The business responds to these through changes in some aspect of the marketing mix.
Customer’s determine what value they receive from a business by considering the benefits which they perceive as being delivered to them against the cost of the product or service.
[bookmark: _Toc336899407]Delineating the target market | Target market selection and positioning | SG127 | TB163
The importance of target market selection and positioning is best understood in terms of the phenomenon of fragmentation. Fragmentation is when technology and cultural differences contribute to the splintering of the market into diverse groups. This fragmentation is driven by differences in income, lifestyle, race and experiences. It means that markets are becoming smaller, and there will be a larger range of products and brands to cater to the differences among these markets.
After the different segments have been identified, the market potential of each one must be established. Then, having decided on a specific target market (or markets), the marketer will have to determine how to position the product. Once the positioning strategy has been established, the marketing mix must be tailored to meet customer needs effectively. The marketing mix, if correctly designed, is the method by which the marketer meets the needs of the customers in such a way that the customer’s perception of the product matches the positioning strategy selected by the marketer.


[bookmark: _Toc336899441]Figure 11 | Progression for pinpointing the market | TB163
[bookmark: _Toc336899408]Developing the total market offering (marketing mix) | SG128 | TB164
The building blocks upon which an effective marketing campaign is based are:
1. The choice of target market (or markets); and
2. The design of an appropriate marketing mix for the chosen target market/s.
The marketing mix: is a combination of marketing decisions designed to influence customers to buy the enterprise’s products and/or services. It is also known as the four Ps of marketing:
a. Product: Tries to ensure that the product characteristics match the benefits sought by the target customers;
b. Promotion: Tries to communicate the enterprise’s ability to satisfy the customer through the use of communication such as advertising, personal selling, sales promotions and publicity;
c. Place (or distribution): tries to deliver the right product to the right place at the right time to satisfy customer needs;
d. Price: Tries to match the money that customer’s will pay for the product with the value customers receive through the purchase and use of the product.
1 | Product | SG129
Deciding on the exact dimensions of the product that is to compete in the marketplace against competitors' products is an important and on-going exercise. These dimensions include the physical and psychological attributes and the characteristics of the product.
The physical dimension includes the core features of the product (its performance level, quality, technology, physical dimensions, pre and post-sale service, guarantees, packaging and brand name). All these contribute to the intangible benefits of the product manifested in the image of the product in the eyes of the existing and potential consumers.
2 | Price | SG129 | TB165
Setting the price of a product requires integrating a number of inputs. Consumers have a certain perception of what the price of a products should be, given its specific quality level and image; competitive prices dictate what price is realistic for the product; the profit objectives and market share of the organisation necessitates setting the price at a specific level; and finally, the image the firm wants to project of the product would dictate a certain price.
There are three factors that influence the setting of a price:
1. On the basis of costs;
2. On the basis of the demand for a product; or
3. On the basis of competitive pricing structures.
3 | Distribution decisions | SG129
The distribution or place decision is the third "p" of the marketing mix and addresses the issue of how the product should be supplied to the target consumers. The main decision areas here are the establishment and management of a distribution channel and the performing of physical distribution activities such as transport, warehousing, packaging and stock control. The distribution channel consists of all those intermediacies that ensure that the product is available to the consumer, and includes participants such as wholesalers, agents and retailers. The stronger the relationship that is established with these players the better the consumers will be served.
There are three types of distribution intensities:
1. Intensive;
2. Selective; or
3. Exclusive distribution intensity.
4 | Promotion decisions | SG130
John needs to communicate with the target market to inform them of the benefits of his product and to establish a specific image of his firm and its product in the eyes of these consumers. A wide array of communication methods could be used to convey information to consumers and to convince them to buy his product. These methods include advertising, personal selling, sales promotion techniques, publicity and public relations. Over and above choosing which communication methods to use, John should also develop an effective campaign for each of these methods.
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Step 7: Determine the extent of the formal investigation


Step 8: Select, train and control the interviews


Step 9: Field work


Step 10: Data processing


Step 11: Communicate information to the decision maker















5 | Self-actualisation - self-fulfillment


4 | Ego - prestige, success, self-esteem, status


3 | Social - love, friendship, affiliation


2 | Safety and security - protection, physical well-being


1 | Physiological - hunger, thirst, sex


















Physiological motives


Hunger


Thirst


Emotional motives


Love


Friendship


Economic motives


Efficiency


Economy


Reliability


Durability


Convenience


Quality


Status


Prestige


Esteem


Self-actualisation


Sex


Safety







































Personality trait


Reserved (critical, stiff)


Undisciplined (lax, careless)


Opposite personality trait


Out-going (warm-hearted, participating)


Controlled (willpower, precise, comprehensive)


Humble (stable, mild)


Self-assured (secure, complacent)


Relaxed (tranquil, composed)


Expedient (disregards rules)


Dependent (follower)


Assertive (aggresive, competitive)


Apprehensive (insecure, troubled, worrying)


Tense (frsutrated)


Conscientious (persistent, moralistic)


Self-sufficient (resourceful, moralistic)






















Activities


Work


Hobbies


Interests


Family


Home


Opinions


About the self


Social problems


Politics


Economy


Education


Products


Work


Sport


Food


Media


Holidays


Entertainment


Purchasing


Sport











































Stage 1 | Need for recognition


Stage 2 | Information search


Stage 3 | Evaluation of alternatives


Stage 4 | Purchase decision


Stage 5 | Post-purchase behaviour









Step 1 | Decide on criteria to measure attractiveness and competitive position


Step 2 | Weigh attractiveness and competitive position to reflect their relative importance


Step 3 | Assess the current position of each potential target market on each of the factors


Step 4 | Project the anticipated future position of each market based on expected changes


Step 5 | Evaluate implications of possible future changes for business strategies and resource requirements









Step 1: Identify a relevant set of competitive brands


Step 2: Identify relevant determinant or differentiation variables: 
product, services, personnel, or image


Step 3: Determine the consumers' perceptions:
factor analysis, discriminant analysis, multidimensional scaling


Step 4: Analyse the intensity of a brand's current position


Step 5: Analyse the brand's current position:
positioning map


Step 6: Determine the consumers' most preferred combination of attributes


Step 7: Select positioning strategies











Business profitability


Market attractiveness


Market orientation


Competitive advantage















Core marketing aspects


Needs, wants and demands


Products


Value satisfaction and quality


Exchange transaction and relationships












Marketing environment
(uncontrollable variables in the macro-environment)
- Economic
- Social
- Technological
- Political


Company
(controllables such as marketing activities and plans)
- Product
- Price
- Communication
- Distribution




Segment the market
Choose target markets
Position yourself
Design a marketing mix of each target market
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