Integrated marketing

Learning outcomes:

After completing this study unit you should be able to

· demonstrate an understanding of all the activities involved in integrated marketing

Aim

To help you develop an understanding of integrated marketing.  To understand integrated marketing it is necessary to gain an insight into how a marketer should take into account the marketing concept in his/her marketing decisions, analyze the marketing environment, segment the market [with the aid of marketing research and a marketing information system], then develop a marketing mix that will be appropriate for the target market.

Getting an overview

The marketing strategy is often defined as delineation off a target market and the development of a marketing mix aimed at this target market.  The marketing division performs a number of activities prior to selecting a target market, such as analyzing the marketing environment by means of marketing research and segmenting the market into homogenous market segments.

Case scenario

John Machado has just returned from a business trip to the United States.  During his visit he was introduced to a revolutionary new solar power panel that is much cheaper than existing solar panels in use.  These solar panels are used to generate electricity by using the sun as a power source and are usually used where normal electricity is not available.  John estimates that he will be able to sell the product much cheaper than he's competitors, which still sell the old technology.  He believes that the product will be successful in the rural areas.
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Estimating the need for a product [right-hand leg of marketing process fig 6.1]
A marketing orientation implies that an organization 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 the right information about the needs and requirements of the potential market.  The product should therefore only be developed after an elaborate needs analysis.

In a similar vein, John will have to ascertain whether a real need exists for the new solar product in South Africa, and if so, what exactly potential customers of this product want.  The first exercise John should carry out is an in-depth analysis of the marketing environment of this product.  First of all he needs to analyze his own organization in terms of its strengths and weaknesses, resources, abilities, and so on.  Only once he has made sure that he has the capacity to this you this venture, does he need to analyze the marketplace.

The external environment John needs to look at consists of the market environment and the macro environment.  The market environment represents the marketplace in which he will compete with his solar panels.  The main components of the sub environment are the potential customers of his product, competitors supplying similar products, suppliers of inputs [raw materials, technical support for machinery, and services such as freighting, market research information and advertising material] and intermediaries in the distribution chain that contributions to the effective transfer of the product to the end consumer.

By far the most important component of the market environment, from a marketing point of view, is the consumers of the specific product [solar panels].  John needs to know who they are, where they live, what their income is, and most importantly what their specific needs for power are and how they would go about buying the product and using it.  Many factors play a role in their needs formation and buying and usage behavior of consumers, including economic factors, group factors, internal [psychographic] factors and demographic factors.  Having adequate information about these factors is unlikely, as it is sometimes impossible to get hold of [because of some underlying psychological or group influence], is expensive to gather, or does not provide a complete picture of the consumer.  Nevertheless, John will have to make a serious attempt to get as much information as possible about his potential market as it will ultimately impact on his decision on whether to go on with the venture.

The outer layer of the marketing environment is the macro environment, which represents all those factors that have an indirect influence on the operations of the firm.  The state of the economy would impact on the use of a luxury good, such as a solar power.  In the case of the farming community, its financial state would impact on its attractiveness as a potential market.  The international dimension of the macro environment is particularly relevant to John as he is importing is product from overseas.  Trade agreements in the United States would benefit John, as some of these incentives are aimed at supporting firms who serve previously disadvantaged communities.

It is clear from this discussion that an organization needs a great deal of information on the different areas of the market environment before it can decide to enter a specific market or not.  The question one should ask is: "how is all this information to be gathered?"  The answer is through marketing research.  Most of the research will be secondly in nature, in that existing information will be gathered from newspapers and magazines, from statistical, technical and research reports and from industry publications.  Secondly information is cheaper to acquire as it has not been gathered specifically for the organization.  Secondly information may therefore need to be adapted in order to be useful to the business.

It is sometimes necessary for the organization to gather first-hand information so as to shed light upon a specific problem, opportunity or situation.  This type of research is called primary research as the information is "fresh from the oven", and is commissioned by the organization itself.  Obviously this kind of research is more expensive, but is tailor-made the firm's requirements.

Given the fact the Johns business is fairly small; he would probably need a very simple marketing information system in which all the information on his market environment is stored.  As he becomes bigger and more and more information becomes available, his need to "manage" this information properly will become stronger.  He will then have to start developing a more advanced marketing information system, in which the information is stored, worked on and made available when necessary.

Delineating the target market
Up to now John has spent most of his time doing the groundwork in order to decide whether or not to go on with his solar business.  He has analyzed the marketing environment extensively, focusing a great deal of ascertaining whether there is a real need for solar panels.  He now possesses lots of information on who would be interested in his new product and what exactly they require.  His problem is, however, that his potential consumers differ widely in terms of the general characteristics [income, geographic location, age and personal makeup], their specific needs and requirements, how they will buy and pay for the product, and how they will use the product.  John is not yet clear who exactly you should focus on.
What he now needs to do is to categorize these divergent consumers into more homogenous groups and then decide who he should focus on.  This exercise is called market segmentation.  Market segmentation is a difficult exercise in which John will attempt to simplify the market structure by grouping similar consumers together into a group, called a market segment.  Depending on how diverse his potential customers are [in terms of their general characteristics, their need and buying and consumption behavior] he will come up with a number of separate market segments that would each require quite different products and marketing approaches.  These segments will also differ in terms of their current and future sales potential.

For instance, John has identified two groups of people who showed definite need for solar power.  On the one hand there are people living in remote areas with no access to normal electricity.  These people are from the low income group and cannot afford an expensive solar power system and would have to pay for the product in instalments.  Another group is part of the farming community, being farm managers and farm labourers.  Farm managers have a need for solar electricity in remote areas of the farm for things such as boreholes, security systems and the electricity needs of their labourers.  It is obvious that these two groups of potential consumers [market segments] differ widely in terms of the personal factors mentioned above.  John would probably also identify other market segments that he would to need consider.

Given the strengths and weaknesses of John’s business, and the competitive situation in the marketplace, he will now have to choose one, or a few, of the identified market segments to focus on.  Those that he chooses are called in the organization's target market.  This choice of target market represents one of John's most important business decisions, as an incorrect choice here would probably lead to the demise of his business.

Once John has chosen his target market he needs to decide on a positioning strategy.  First of all he would have to choose a number of important product features [quality, price, performance levels, service, status etc.] that consumers perceive as important when buying the product.  Research should then be done among consumers to determine what their perceptions are of the different competitive products in terms of these criteria.  Based on these findings John can decide how he wants to position its product in relation to the competitors in terms of these important product features.

Developing the total market offering [marketing mix] left-hand leg figure 6.1

At the beginning of this study unit it was mentioned that marketing management makes two important decisions, namely who to serve, with what kind of product.  Once John has decided on the target market to serve, he should start developing the "product package" that he will present to these consumers.

This product package is more than just the physical product and is seen as a package of need satisfying benefits.  These benefits are provided through the marketing mix.  The marketing mix consists of four marketing instruments or decisions.

Product decisions

Deciding on the exact dimensions of the product that is to compete in the marketplace against competitor’s products is an important an ongoing exercise.  These that mentions 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 damage, pre-and post sales 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.

As the product and John will sell is important from the United States he does not have much say in terms of its physical features.  There might, however, be certain aspects of the products that he can adapt to the unique requirements of his target market.  The brand name of the product and the fact that the product is made in the USA might be important features that John can promote amongst its customers.
Price decisions

Setting the price of the product requires integrating a number of inputs.  Consumers have a certain perception of what the price of the product should be, given a specific quality level and image; competitive prices dictates what price is realistic for the product; the profit objectives and market share of the organization 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.  Price is an important consideration for the target market John aims to serve.  He would either have to ensure that his price is very competitive, or else he will have to convince the customer that is product is of exceptional quality.

Distribution decisions

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 intermediaries 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.  John will have to decide whether he is going to do the installation of the solar panels himself or whether he is going to use an outside contractor.  He will also have to decide whether he will be the direct supplier of the product, or whether he would use retailers to carry and exhibit the product.

Promotion decisions

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 products in the eyes of the consumers.  A wide array of communication methods could be used to convey information to consumers and 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 method to use, John should also develop an effective campaign for each of these methods.

Summary

In this topic we looked at the two primary decision areas of marketing management, namely deciding who to serve with what kind of product.  The first question requires extensive analysis of the marketing environment by carrying out marketing research and developing a marketing information system.  Using this information the marketer would be able to subdivide the markets into meaningful market segments in order to choose a target market.

The second question is addressed by developing a marketing mix, which constitutes four main decision areas, namely, product, price, distribution and promotion.
Marketing mix


Develop a market offering consisting of:


A product or service with need-satisfying properties.


Distribution network to deliver the product to the customer at the correct place and time.


Marketing communication messages which inform/remind the consumer about the marketing offering and persuade them to purchase.


A price that the consumer is willing to pay.





Main objective:


Maximise profitability


In the long term.





The target market


Consist of consumers with certain needs for products and services, and who are willing to pay for these products and services (these needs are determined by market research).
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