Topic 2.2 Knowledge Organiser — How the marketing mix informs decisions.
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The importance of price
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Pricing strategy — mass market

* Mass market peice is likely to be low as businesses try
and compete for & many customers as possible, i.e.
large sales and smaller profits per sale.

¢ Mass markets sulfer from hitthe seasonal effects, eg.
toilet rolfs sell equally well in January as st Christmas.

* Mass markets are not based on one region of the
country alone, sales are high everywhere,

* There are high levels of consumption an a regular basis,
Milk is used most days by most people.

Pricing strategy - niche markets

* Aniche markat is based on the wants and

needs of customers who want a product

that is different to mast ather poople.

The number of products sold in & niche

market 3re comparatively saail,

The business makes a profit by having higher

profit margins on every product It sells.

Example: Bentley, the luxury car maker, now m
make an SUV for those custamerns who can

afford £135,000 price tag.
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Pricing strategies and product life cycle
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Promotional strategy - branding
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Promononal strategy - sponsorship

Promotional strategy — advertising
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Technology — viral advertising
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Promotional strategy — special offers

*+ Spocial offers are normally only used Special

Technology - targeted advertising online

where the business is finding it difficult to offers * Online adverts are adverts which appesr on websites or through

sell products to customers, e.g. Buy one
get one half price offers.

Special offers can increase sales but may
damage the brand f used for a long

the internet, such as the adverts you have to watch before 3
YouTube cip.

Businewses can kewp an sccurstn evcord of sverything you buy,
e webrstes you visit and even what you talk sbout on socal
media webstes by using ‘tockies’, a record of your browsing

.

perlod. history.

In some situations special offers may help
sales, 0.8, January sakes or trial sizes of

.
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tustomers’ brawsing habets. Hyou spend alm tme looking at
fashion, adverts will appear offenng you the latest styfes.
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Promotional strategy — product trials
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Technology - E-newsletters

A product trial means giving potential m = Enwsnletters 300 e amais that sew — 0"
customers a free taste of 3 new product. e ot 59 2evple who bave witecrbes =

00 B budeest's e gulas SOOI vpdales.
A product triad can test a small porton of the target TR, X o "
market 1o gain further customes feadback on the whan & cavomes i lookag o
product, esamss webshes ov buys & produy,
Both of which roguive a0 erad asdren

This could aliow the business to make slight

Improvements to the product before releasing it to the ) :mimx ,,‘: oy
whale market. Do ta bl wp 3 datatiaw of
Product trials can also help reduce risks where the P G,

Busiress is 0ot confickent with the abifity of the peecluct - FONPR WORy SR R e

10 be sold in the larger markst, A Uidhaen ooy Sobex.

Promotion




Methods of retail distribution
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Gaining retail distribution

* Aretaller is & shop or chaln of shops, ususly wiling from &

buikding in a begh street or shopgerg centre

In arder to dstribute, a business needs 100

¢ show their Brands are urigoe to 1he CusTomer

* have strong marketing support befind the brand, e g. a good
sakes team that can show customers the benefits of buying the
product ower competiton

* make a profit scoeptabile to the retailes

To keep stock over a permod of years:

+  pramotional offers need to be offered, such & half price sales

* ustomers need 10 be persuaded o try products at full price

E-tail distribution or e-commerce? 1
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E-tail distribution or e-commerce? 2
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Elements of the marketing mix

* Business deciions are about the future direction of the busness

* The marketing mix witl therefore be a farecast of what will influence customers
10 purchase 3 product from the business. Le's take Nissan as an examgple

* Product: Nesan are looking at making a mid-range ¢ecinc vehicts that can
charge itsil

* Pramotion: A video and website shawing the convenience
of self-charging and electric cars together with an
wrvironmentally lriendly velicle that mske customars Tesl yood about
themsehves

* Plate: Launch ot Nissan daslecships or via Nissan website,

* Price: £20,790 which s smidar 1o the average prced saloan 16 andure the car is
adopted by customer who previously bought petral cars.

Marketing mix informing decisions

* Successful businesses know and anticipate future custamer needs for
products, They do ongaing market reseaech and get customer feedback.

* Once new products have been formulated factories, warehouses, shops
and staff neod to be set up,

* The marketing mix ensures that all this investment results in encugh sales
to recover costs and make a prafia.

* The marketing mix heips ‘inform’ decesions, which means evidence that
can be wsed to make a better decssion,

* This can include understanding the impact of price changes, evidance of a
strong brand image that encourages the iaunch of a new product, and
anticpating when customens purchasing habits change.

Marketing mix implementing decisions

* Once a business deosion has been made the marketing mix is wsed 10 balp make
e 2 succeuful ane.
* It 5 ¥ theee-part aggroach,
< What sw the cbjecthus of the decsion?
Subwing's chjective is 10 open 100,000 stores ghebaly by 2030.
* Agree how the 49y wil help achieve the, such as setting a Dadget Sor
marketing. Subway spent 5500m on advertsing in 2016,
« Carry ot the plees. 1n 2016 Subiwiry, started a bt yeit procuss of selting up &
tiearn of 150 staff 10 dewelop enlive technology
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Decision making

Tier 3 words

Aesthetics

How things appeal to the senses: do they look great, smell good, feel nice, sound solid (the
‘kerplunk’ of a BMW door shutting) or taste great?

Economic manufacture

Making the product cheaply enough to make it profitable

Extension strategy

An attempt to prolong sales of a product for the medium to long term, to prevent it from
entering its decline stage

Function

How well the product or service works for the customer. For example, are the beds
comfortable at a hotel, does the smartphone take sharp photos?

Product differentiation

The extent to which consumers see your product as being distinct from its rivals

Product life cycle

The theory that every product goes through the same four stages of introduction, growth,
maturity and decline

Profit margins

Profit as a percentage of the selling price (one unit) or as a percentage of total sales
revenue (for the business as a whole)

Price

Amount of money given in payment for a product or service

Branding

Giving your product or service a name that helps recall and recognition, and gives a sense
of personality

E-newsletters

Regular updates on the activities of a business sent electronically to actual or potential
customers

Promotional strategy

A medium- to long-term plan for communicating with your target customers
Sponsorship

When companies pay to have a brand associated with an iconic individual or event

Viral advertising

When people start to spread your message for you, be it word of mouth or via social
media

Distribution

How ownership changes as a product goes from producer to consumer

E-tailer

An electronic retailer; in other words purchasing electronically, either by e-commerce or,
more likely these days, mobile commerce (m-commerce)

Retailer

A shop or chain of shops, usually selling from a building in a high street or shopping centre




