Marketing

The Marketing Environment:

Onion-ring model:

· organisations’ activities

· competitive environment

· national environment

· global environment

Porter’s Five Forces:

· Competition within the industry

· Suppliers bargaining power

· Buyers bargaining power

· Substitute products

· New competitors

PEST/STEP factors:

· Political

· Economic

· Sociological

· Technological

· and (sometimes) the Environment

Market segmentation:

Demographics:

Identify your customers: age, occupation, education, religion, sex, income, etc...

Benefits segmentation: different products have different merits which appeal to different consumers.

Behaviour segmentation: amount of use the product gets (heavy-duty/medium/light/occasional)

Target Marketing: Identify the customer closely and their needs and wants, and ensure the product matches them!

Product Life-Cycle:

· Introductory phase: sales build slowly, high prices, awareness marketing

· Growth phase: product takes off, sales increase, establish market presence, prices falling, profits grow.

· Maturity phase: market saturates, sales drop off, competition increases, prices fall.

· Decline phase: late adopters, competition drops out, prices may go up, especially if number of competitors falls.

Product Strategy:

The Ansoff Matrix

	
	
	Products

	
	
	Present
	New

	Markets
	Present
	Market penetration
	Product development

	
	New
	Market development
	Diversification


Market Penetration

· Stick to current approach

· Competition for same product types in same markets

· Growth by increasing sales to existing customers

Market Development

· Identification of new markets

· Use of branding to increase awareness

· Use of alliances with other organisations

Product development

· new products aimed at same target market

· exploiting basic marketing strengths

· familiarity with customers to enable them to widen product offering

Diversification

· selling new product into new market

· high risk strategy

· helps to have wide brand awareness (eg Virgin)

The Marketing Mix

· Product

· Place

· Price

· Promotion

or

· Awareness

· Availability

· Affordability

· Acceptability

Describing Product performance

The Boston Consulting Group model

	Annual overall market growth
	>10%
	Stars
	Question-marks

	
	<10%
	Cash cows
	Dogs

	
	
	>1
	<1

	
	
	Relative market share compared to largest competitor


Question-marks: Product in high-growth market, but with low market share. Requires large amounts of cash to grow with market and to increase market share.

Stars: Market leader in a high-growth market. Not necessarily profitable (yet!), although probably will be very profitable soon.

Cash cows: Market leader in low-growth market. Makes large profits, good economies of scale, no need to expand manufacturing capacity.

Dogs: Low market share in low-growth market. 

Strategies based on BCG:

Build: increase market share - turns question-marks into stars

Hold: preserve market share – hang onto profitable cash cows

Harvest: bring in cash now at expense of long term effects – wind up old cash cows and unsuccessful question marks/dogs

Divest: sell or liquidate – get rid of dogs and question marks that drain resources.

Pricing:

	Price
	
	Quality

	
	
	Low
	High

	
	Low
	Economy
	High Value/loss-leader

	
	High
	Exploitation
	Premium


Promotion

· Inform

· Persuade

· Reinforce ideas

 Who is the target audience? What do they want to know? What do they know already? Identify knowledge gap to be filled by promotion.

Monitor effectiveness of promotion to ensure it doesn’t run away with you.

Conviction model:

· Knowlege

· Attitudes

· Behaviour

· Persuasion to action

or

· Attention

· Interest

· Desire

· Action

Production

Manufacturing strategies

· Make to order (shipbuilding)

· Make to stock (batteries)

· Assemble to order (cars)

Methodologies:

· Job manufacture (small quantities)

· Batch production

· Flow production (continuous process)

Economic Batch Quantity

This is a mathematical method for calculating the number of parts to order from a supplier, based on the cost of stockholding.
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D =  annual demand of units

C0 = Cost of placing one order

Ch = Annual inventory cost of one unit in the volume being stored.

Materials Resource Planning (MRP)

This involves the continuous tracking and updating of stock levels and production in order to calculate order information. Orders are flexible: they may be of varying size and varying frequency.

Just-in-time (JIT)

Hold no stock. Minimise delays. Work closely with your suppliers. Maximum flexibility. High quality, good QA process. 
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