THE MACRO-ENVIRONMENT
LEARNING OUTCOMES

After studying this chapter you should be able to:

· Explain how changes in the international and economic environments affect marketing decisions.

· Identify the major trends in the firms natural/physical and technological environments.

· Explain the key change in the political and cultural environments.

· Identify social change in the environment.

INTRODUCTION

The macro-environment consists of larger societal forces that affect the entire micro-environment. The six forces that make up the company’s 
macro-environment include the following environments:

· Technological: creates both opportunities and challenges. Companies that fail to keep up with technological change will miss 
· out on new product and marketing opportunities.
· Economic: consists of factors that affect buying power and patterns. Today’s customers are seeking greater value, better quality and good service at a fair price.
· Social: is made up institutions and forces that affect a society’s values, perceptions, preferences and behaviours.
· Physical: shows three major trends, shortages of certain raw materials, higher pollution levels and more government intervention in natural resource management.
· Institutional/political: consists of laws, agencies and groups that influence or limit marketing actions. The political environment is affected by: increasing legislation regulating business, strong government agency enforcement and greater emphasis on ethics and socially responsible action. 
· International: as South Africa is a part of the global village, our economy and businesses are directly affected by the economic problems of other countries.
By now you should have realised that the macro-environment is an active force that affects each and every enterprise operating in South Africa, and that no business, large or small, can ignore

Composition of the marketing environments
Method of environmental scanning

It is important for companies to monitor the environment so that they are able to respond to any changes. Environmental scanning that involves measuring, predicting and evaluating change in the environment. The importance of environmental scanning is clear from the following:
· Keeping abreast of all changes in the environment.

· Determine which factors pose a threat or opportunity.

· Businesses that scan the environment are more successful than those that do not.

SUMMARY

A business is not a closed entity, but interacts with its marketing environment. The macro-environment affects all the players in the business environment. Gathering information on the changes in the macro-environment by means of environmental scanning can help a business to take advantage of opportunities or to deal with possible threats.

SWOT ANALYSIS

INTRODUCTION

Managing the marketing function begins with a complete analysis of the company’s situation. The marketer should conduct a SWOT ANALYSIS, by which it evaluates the company’s overall strengths, weaknesses, opportunities and threats. Strengths include internal capabilities, resources and positive situational factors that may help the company to serve its customers and achieve its objectives. Weaknesses include internal limitations and negative situational factors that may interfere with the company’s performance. Opportunities are favourable factors or trends in the external environment that the company may be able to exploit to its advantage. And threats are unfavourable external factors or trends that may present challenges to performance.
Read the study guide.

SUMMARY

In this study unit we introduced you to a SWOT analysis and defined each of its components. A business has to interpret the variables in the marketing environment and determine whether it has any inherent strengths or weaknesses relative to the competition, and also identify any opportunities or threats in the external environment that it should either take advantage of or counter so as to be effective in the longer term.
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








