THE MARKETING ENVIRONMENT
LEARNING OUTCOMES

Learners should be able to:

· 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 macro-environment of an organisation

· Conduct a SWOT analysis for an organisation

INTRODUCTION

Marketing does not operate in a vacuum but rather in a complex and changing environment. The microenvironment comprises of – suppliers, intermediaries, customers, competitors, publics and others – who may work with or against the company. The macro-environment is influenced by major environmental forces namely demographic, economic, natural, technological, political and cultural. It is also important to understand the market environment. These three markets shape marketing opportunities, pose threats, and affect the company’s ability to serve customers and develop lasting relationships with them. To understand marketing and to develop effective marketing strategies you must first understand the environment in which marketing operates.
COMPOSITION AND FUNCTIONING OF THE MARKETING ENVIRONMENT
Marketers need to be good at building relationships with customers, others in the company and external partners. To do this effectively they must understand the major environmental forces that surround all of these relationships. A company’s marketing environment has three components:

a. Microenvironment

b. Market environment

c. Macro-environment

The environment continues to change rapidly and both consumers and marketers wonder what the future will bring. More than any other group in the company, marketers must be the trend trackers and opportunity seekers. By carefully studying the environment marketers should be able to identify possible opportunities for expansion and to ward off threats. (SWOT analysis)

SUMMARY
We’ve discussed the environments of marketing and how these impact on companies. Companies must constantly watch and manage the marketing environment in order to seek opportunities and ward off threats.

THE MICROENVIRONMENT

The microenvironment consists of the mission and objectives of the business and its resources. Each and every business requires a mission statement as a guiding principle to define its reason for being a business. The following are the requirements for a good mission statement:
· Describe the business and a customer domain of the business.

· Describe the organization's responsibilities to the people with whom it interacts.

· Provide detail of how the organization's objectives will be realized.

· Provide details on how the business will compete in the marketplace.

· Be realistic.

· Motivating.

Everybody has certain objectives. You're objective might be to pass marketing management with distinction.  An organization could have the following types of objectives:

· Marketing objectives are formulated to achieve customer patronage and a competitive position in the market.

· Financial objectives are set to ensure that the organization operates profitably and productively.

· Societal objectives refer to an organization's social responsibilities and sound corporate values.

Functions performed by managers in order to attain objectives include:

· Human resource management

· Purchasing management

· Operation management

·  Financial management

· Marketing management

· Public relations management

The limited resources available to a business should be optimised in order to realise its objectives in the best possible way. These human resources should be optimised to achieve the highest possible output – this may be done by, for example, providing the necessary training and a pleasant working environment (e.g. good rest facilities, a canteen)

SUMMARY

In this study unit we discussed the variables in the microenvironment of a business. We pointed out that the management tasks are an inherent part of a manager’s job.

THE MARKET ENVIRONMENT
GETTING AN OVERVIEW
Business, and of course also retailers, function within a certain market environment, that is, the second sub environment, which lies just outside the business. The variables in the market environment will affect a business to some extent. It is the task of the management to evaluate these variables and their influence on the business, and to recommend strategies to utilise the opportunities in the market environment and counteract threats from, for instance, competitors, to ensure the business’s long-term prosperity.

The key variables in the market environment are:
· Consumers. The company needs to study five types of customer markets closely. Consumer markets consist of individuals and households that buy goods and services for personal consumption. Business markets buy goods and services for further processing or for use in their production process, whereas reseller markets buy goods and services to resell at a profit. Government markets are made up of government agencies that buy goods and services to produce public services or transfer the goods and services to others who need them. Finally, international markets consist of these buyers in other countries, including consumers, producers, resellers, and governments.
· Competitors. They are a natural part of capitalistic society. A company must provide greater customer value and satisfaction than its competitors do. Retailers face two basic types of competition, viz:
· Intratype competition refers to the competition between two or more marketers mho use the same type of business format. E.g. Shoprite Checkers and Pick n Pay.

· Intertype competition refers to the situation where two or more marketers compete with different retail formats in the market. E.g. Edgars, who compete with Pick n Pay Hypermarkets in selling clothing to customers.

As a variable in the market environment, competition can be defined as a situation in the market environment in which several businesses with more or less the same products or services compete for the support of the same consumer. The intensity of competition in a particular market is determined by five factors:
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Competitive forces in an industry.
· Intermediaries. Help the company to promote, sell and distribute its products to final buyers. They include resellers, physical distribution firms, marketing agencies and financial intermediaries.  Intermediaries, such as wholesalers and retailers, evolved to bridge the gap between manufacturer and supplier.  New developments in this field constitute opportunities for, or threats to, certain businesses operating in this particular industry.  One such example in the development of convenience shops at filling stations and the resultant threats to the traditional convenience stores, such as cafés, in South Africa.
· Suppliers. Form an important link in company’s overall customer value delivery system. They provide the resources needed by the company to produce its goods and services. Supplier problems can seriously affect marketing. Supply shortages or delays, labour strikes and other events can cost sales in the short run and damage customer satisfaction in the long run.  A business is dependent on suppliers for running its business.  An example of such a supplier is the supplier of capital to any business.  Traditionally, the commercial banks are the suppliers of capital to small and medium businesses.  Listed companies have an additional supply of capital provided by their shareholders.
· Opportunities and threats. The company must analyse its markets and marketing environment to find attractive opportunities as well as identify threats. The goal is to match the company’s strengths to opportunities while overcoming or eliminating threats.
SUMMARY
In this unit we discussed the market environment. This environment comprises consumers, competitors, suppliers, intermediaries and suppliers, as well as opportunities and threats.[image: image2.png]



The macro-environment influences the business directly, e.g., effects of interest rates on financial management, or legislation with which human resources management must comply. 





Macro- environment.


Technological.


Economic.


Social.


Physical.


Institutional/ political.


International.





Influence the business directly by market environment. E.g. Taxation on consumer spending.





Market environment:


The market consisting of consumers, their needs, purchasing power and behaviour.


Competitors.


Intermediaries.


Suppliers.


Opportunities and threats.





Direct influence by competitors, consumption, expenditure etc.





Influence the market by its strategy





Micro-environment:


Mission and objectives of the business.


The business and its management.


Resources. E.g. Human, capital, know-how.





The business only has a slight influence on the macro-environment





























POTENTIAL NEW ENTRANTS


(Threat of mobility)





SUPPLIERS


(Supplier power)





BUYERS


(Buyer power)





INDUSTRY COMPETITORS


Competition amongst existing business





SUBSTITUTES


(Threat of substitutes)








