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Subject:  MARKETING PLANNING                         Credits: 4 

 

 

SYLLABUS 

 

 

Marketing Audits 

Changing perspectives: changing perspectives in marketing planning Assessment of capability: evaluate issues 
relating to the aspects of competing for the future and balancing strategic intent and strategic reality 
Organisational auditing: evaluating and coming to terms with organisational capability: balancing strategic 
intent and strategic reality, the determinants of capability, managerial, financial, operational, human resource 
and intangible (brand) capability, approaches to leveraging capability, aspects of competitive advantage 
Environmental auditing: approaches to environmental analysis, the identification and evaluation of key forces 
using the PEST framework, the implications for marketing planning of different environmental types, 
identifying the organisation’s competitive position and relating this to the principal opportunities and threats, 
market, product and brand life-cycles. 
 
Markerting Plan 

The strategic alternatives for new product development: an overview of the marketing planning process, SWOT, 
objectives in differing markets, products and services, product modification through to innovation, evaluation of 
product and market match, use of Ansoff matrix in NPD and meeting customer needs, product failure rates and 
implications for screening ideas against company capabilities and the market, product testing, test marketing, 
organisational arrangements for managing new product development, unit’s costs, encouraging and 
entrepreneurial environment, the importance of celebrating failure Pricing policy: price taking versus price 
making, the dimensions of price, approaches to adding value, pricing techniques: cost based versus market-
oriented pricing, the significance of cash flow, the inter-relationships between price and the other elements of 
the marketing mix, taking price out of the competitive equation Distribution: distribution methods, transport 
methods, hub locations and distribution centres, choice of distribution medium to point of sale, distribution and 
competitive advantage Communication mix: evaluation of promotional mix to influence purchasing behaviour, 
media planning and cost, advertising and promotion campaigns and changes over the PLC, field sales planning 
Implementation: factors affecting the effective implementation of marketing plans, barriers to implementation 
and how to overcome them timing, performance measures: financial, nonfinancial, quantitative, qualitative. 
 

Ethical Issues 
Ethical issues in marketing: ethics and the development of the competitive stance, different perspectives on 
ethics across nations, ethical trade-offs and ethics and managerial cultures Ethics of the marketing mix. 
management of the individual elements of the marketing mix. Iii Product: gathering market research on 
products, identification of product problems and levels of customer communication, product safety and product 
recall Price: price fixing, predatory pricing, deceptive pricing, price discrimination Promotion: media message 
impact, sales promotion, personal selling, hidden persuaders and corporate sponsorship Distribution: abuse of 
power – restriction of supply Counterfeiting: imitation, faking, pre-emption, prior registration Consumer ethics: 
warranty deception, misredemption of vouchers, returns of merchandise, recording of music and videos, 
software copying, false insurance claims Outcomes and Assessment Criteria. 
 
Outcomes Assessment Criteria To achieve each outcome a student must demonstrate the ability to: 

Carry out marketing audits  explain the purpose of marketing audits,  apply organisational and environmental 
auditing techniques in a given situation.  Prepare a marketing plan for a product or service,  explain the need to 
be innovative in the market or services identify and assess techniques for developing products. make 
recommendations for pricing, distributing and communicating a product or service  specify measures to monitor 
and review marketing performance  present a marketing plan for a product or service,  Examine ethical issues in 



marketing  investigate two different organisations’ responses to ethics in marketing · identify ethical issues in 
marketing describe the implications of ethical issues on the marketing mix for an organisation. Guidance  
 
Generating Evidence 

Evidence of outcomes may be in the form of written or oral assignments or tests. The assignments may focus on 
real problems or case studies. Learning and assessment can be at unit level as an integrated unit or at outcome 
level. Evidence could be at outcome level although opportunities exist for covering more than one outcome in 
an assignment. 
 
Links 

This unit is a part of the HN marketing pathway and forms a direct link with the marketing units in the 
programmes: ‘Marketing’ (Unit 1) ‘Marketing Intelligence’ (Unit 17), ‘Advertising and Promotion’ (Unit 18), 

and ‘Sales Planning and Operations’ (Unit 20). The unit is also linked with ‘Organisation, Competition and 

Environment’ (Unit 4). This unit offers opportunities for demonstrating Common Skills in Communicating and 
Managing Tasks and Solving Problems. 
 
Resources 

Access should be available to a learning resource centre with a good range of market research texts. Texts 
should be supported by use of journals, company reports and government statistics. Case studies, videos and 
documented examples of organisations and their marketing, auditing and planning techniques should illustrate 
the topical nature of this unit. World Wide Web sites can be useful in providing information and case studies 
(eg http://www.bized.ac.uk which provides business case studies appropriate for educational purposes). 
 
Delivery 

This unit can be delivered as a stand alone unit or as a component of the marketing pathway. It is designed to be 
linked to the marketing research unit and can be delivered and assessed in the form of an integrated case study 
on a real or tutor-devised organisation, product or service. Efforts should be made to ensure that students gain a 
good understanding of the theoretical underpinning and practical application of marketing planning and produce 
credible responses. 
 
Suggested Reading 

 
1. Doyle P – Marketing Management and Strategy (Prentice Hall) 
2. Firfield P – Marketing Strategy (Butterworth-Heinemann) 
3. McDonald M – Marketing Plans (Butterworth-Heinemann) 
4. Wilson and Gilligan – Strategic Marketing Management (Butterworth-Heinemann) 
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COURSE OVERVIEW

The aim of this subject is to develop students’ understanding of the concepts of Marketing
Planning. In particular the subject is designed to develop the  knowledge and skills required to
make a marketing plan. This subject also introduces the student to the concepts of marketing
audit and marketing ethics. It familiarizes the students with the various steps for making a
marketing plan and the factors affecting its implementation.

Upon completion candidates should have the ability to evaluate an organisation’s ability to
develop and launch a new product, and present a credible marketing plan.

The students on completion of the course shall develop the following skills and competencies:

1. Carry out marketing audits

2. Prepare a marketing plan for a product or service

3. Examine ethical issues in marketing
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Introduction
In this lecture  ,we are going to learn about marketing audits.
We are going to see that  why are marketing audits done ? , and
who is the right person to conduct  a marketing audits ?
When we all refer to the word audit the first thing that comes to
our mind that it would be something concerning the financial
status of an organization   which is conducted by a Chartered
Accountant. However, in this era of marketing , the need for
the companies to assess itself  has arisen. We start by defining
Marketing audits

1. Marketing Audits

What do you Understand by Marketing Audit?

Definition
‘A marketing audit is a comprehensive, systematic, independent
and periodic examination of  a company’s - or business unit’s -
marketing environment, objectives, strategies and activities with
a view to determining problem areas and opportunities and
recommending a plan of  action to improve the company’s
marketing performance.’(Kotler, Gregor and Rodgers, 1977)
Let us begin with the features of marketing Audit

Features of Marketing Audit
A marketing audit does not exist in the compulsory formal
sense that an external financial audit does. For proper strategic
control, however, a marketing audit should have the following
features.
a. Regular. It should be conducted regularly, for example once a

year.
b. Comprehensive. It should take a comprehensive look at

every product, market, distribution channel, ingredient in the
marketing mix etc. It should not be restricted to areas of
apparent ineffectiveness (for example an unprofitable
product, 2 troublesome distribution channel, low efficiency
on direct selling etc)-

c. Systematic. It should be carried out according to a set of
predetermined, specified procedures.

d. Independence. A consultant might be appointed, or
someone else within the organisation.

Who Should Audit?
Marketing Audits are usually best conducted by personnel
outside the company’s marketing management structure.
Although self-audit by the marketing executives is possible,
these executives may lack the much-needed objectivity, which is
the prerequisite of Marketing Audit. Understandably it is
difficult for the line management members to be totally
objective about the current performance and activities in which
they are so intimately involved. Companies may therefore use
the senior executives from other operating divisions or the
central corporate management services for carrying out the

UNIT I
MARKETING PLANNING

CHAPTER 1: MARKETING AUDITS AND
MARKETING EFFECTIVENESS

LESSON 1:
MARKETING AUDITS

Marketing Audit. But better still will be to engage external
consultants who would possess the necessary objectivity as well
as expertise developed due to their exposure to the prevalent
practices in other analogous companies and industries, which
can lend greater authenticity to the evaluation process

Discussion
Give reasons why you think an outside independent consultant
is the best person to undertake a marketing audit.

The Audit Procedure
Name the areas in which marketing audit should be carried out:
A marketing audit should consider the following areas,
according to Kotler.
• The market environment, macro and micro Marketing

strategies
• Marketing systems
• Marketing organization
• Marketing function
What do you mean by each one of the above what should be
considered while doing audit to each of the above.

1. The Marketing Environment

Micro
What are the organization’s major markets, and what is the
segmentation of these markets? What are the future prospects
of each market segment?
i. Who are the customers, what is known about customer

needs, intentions and behavior?
ii. Who are the competitors, and what is their standing in the

market?

Macro
Have there been any significant developments in the broader
environment (for example economic, or   political changes,
population or social changes etc)?

Activity 1
(30 minutes)Choose a magazine you are familiar with. Under-
take a short analysis of the micro and macro factors of its
marketing environment.

2. Marketing Systems
What are the procedures for formulating marketing plans and
management control of these plans? Are they satisfactory?

3. Marketing Organization
Does the organization’ have the structural capability to imple-
ment the plan?

4.  Marketing Functions
A review of  the effectiveness of  each element of the mix (eg.
advertising and sales promotion activities) should be carried
out.
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a. A review of sales and price levels should be made (for
example supply and demand, customer attitudes, the use of
temporary price reductions etc).

b. A review of the state of each individual product (ie. its
market ‘health’) and of the product mix as a whole should
be made.

c. A critical analysis of the distribution system should be made
with a view to finding improvements.

Marketing Productivity
How profitable and cost-effective is the marketing programme?

Explain the Benefits of Carrying out a Marketing
Audit

Advantages of a Marketing Audit

• It  reduces the need for crisis management.
• It  identifies information needs.
• A formal process forces people to think.

Marketing Strategy Audit

a. What are the organization’s marketing objectives and how
do they relate to overall objectives? Are they reasonable?

b. Are enough (or too many) resources being committed to
marketing to enable the objectives to be achieved? Is the
division of costs between products, areas tc satisfactory?

Marketing Audit

Step-1

Conduct Industry Analysis
*size
*competition
• *major competition identification
• *trends affecting competition
*market
• *identify
• *overall profitability?
• *stage of product cycle

Step-2: Conduct a Macro Environmental Analysis

• *demographic trends
• *economic
• *political/legal
• *social/cultural
• *technology

Step-3: Outline the Firm’s History and Industry Position

• *the company
• *the company’s position

Step-4: Evaluate the Company’s Marketing Strategy

• *business mission
• *marketing objectives and goals
• *target segments
• *positioning
• *product

• *price
• *distribution
• *promotion

Step-5: Evaluate the Implementation and Control
Procedures

• *defined time frame and actions
• *adequate resources available
• *responsibilities assigned
• *control procedures adequate

Points to Remember

Definition of Marketing Audit
A marketing audit is a comprehensive, systematic, independent
and periodic examination of  a company’s – or business unit’s –
marketing environment, objectives strategies and activities with
a view to determining problem areas and opportunities and
recommending a plan of  action to improve the company’s
marketing performance.

Characteristics of Marketing Audit
1. Comprehensive
2. Systematic
3. Independent
4. Periodic

Marketing Environment Audit

Macroenvironment
1. Economic
2. Environmental
3. Technological
4. Political
5. Cultural

Microenvironment
Markets
Customers
Competitors
Distribution and Dealers
Suppliers
Facilitators and Marketing Firms

Marketing Strategy Audit
Business Mission: Is the business mission clearly stated in
market-oriented  terms?
Marketing Objectives and Goals: Are the marketing objec-
tives and goals stated clearly enough to guide marketing
planning? Are they appropriate, given the company’s competi-
tive position, resources, and opportunities.
Strategy: Has the management articulated a clear marketing
strategy for achieving its marketing objectives?

Marketing Organization Audit
Formal Structure: Are the marketing activities optimally
structured along functional, product, segment, end-user, and
geographical lines.
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Functional Efficiency: Are there good communication and
working relations between marketing and sales?
Interface Efficiency: Are there any problems between
marketing and manufacturing, R&D, purchasing, finance,
accounting, and/or legal that need attention.

Marketing Systems Audit
Market Information System: Is the marketing intelligence
system producing accurate, sufficient and timely information
about marketplace developments with respect to customers,
distributors and dealers, competitors, suppliers and various
publics?
Marketing Planning Systems: Is the marketing planning
system well conceived and effectively used? Does the planning
system result in acceptable sales targets?
New-Product Development Systems: Is the company well
organized to gather, generate, and screen new-product ideas?
Does the company do adequate concept research and business
analysis before investing in new ideas.

Marketing Productivity Analysis
Profitability Analysis: What is the profitability of the
company’s different products, markets, territories, and channels
of distribution? Should the company enter, expand, contract or
withdraw from any business segments?
Cost-Effectiveness Analysis: Do any marketing activities seem
to have excessive costs? Can cost-reducing steps be taken?

Marketing Function Audits
Products: What are the company’s product-line objectives and
is it meeting them? Which products should be added or phased
out? What are the buyer’s attitudes toward the company’s and
competitors’ product quality, features, styling and so on?
Price: What  are the company’s pricing objectives, policies,
strategies and procedures? Do the customers see the company’s
prices as being in line with the value of its offer?
Distribution: What are the company’s distribution objectives
and strategies? How effective are distributors, dealers,
manufacturer’s representatives, brokers, agents and others?
Should the company consider changing its distribution
channels?
Advertising, Sales Promotion, Publicity, and Direct
Marketing: What are the organization’s advertising objectives?
Is the right amount being spent on advertising? What do the
customers and the public thing about the advertising? Are the
media well chosen? Is there effective and sufficient use of sales-
promotion tools such as samples, coupons, sales contests?
Sales Force: What are the sales force’s objectives? Is it large
enough to achieve the company’s objectives? Are there enough
sales managers to guide the field sales representatives? Does the
sales force show high morale, ability and effort? How does the
company’s sales force compare to competitor’s sales force?

Review
1. What is marketing audit and the its need?
2. What are the areas concerning marketing audits?
3. What are the various steps involved in marketing audit?
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Organizational Capability

Introduction
A look at the internal environment of the organization is a way
of identifying strengths and weaknesses. It therefore covers all
aspects of the organization. This is because the other functions
of the organizations effectively act as the constraints over what
marketing personnel can achieve
A company needs to evaluate its ability to compete and satisfy
customer needs. The firms resources, once identified must be
harnessed to a market orientation to ensure that those resources
are directed at satisfying those needs.
There are a number of approaches to be taken with regards to
corporate capability. In this chapter we conduct an overview of
resources in the context of organizational effectiveness.
The key issues are what resources the organization has and how
they are deployed.

Objectives of This Section
• How resources and limiting factors can affect business

operations
• The importance of Market audit process
• The difference between marketing efficiency and effectiveness
• How the PLC concept can be used for marketing planning
• How BCG and value chain analysis can be used for strategic

planning

Audit of Corporate Resources and
Limiting Factors
An analysis of corporate / marketing resources covers:
• What the organisation currently has or owns
• What the organisation has access to, even if  it currently does

not own the resources
• How effectively it deploys its resources

3.1 Resource audit
A resource audit is a review’ of the organisation resources which
can be grouped into these categories (Hooley, Saunders and
Piercy).
Resource Comment
Technical Technical Ability
Resources Process for NPD
Ability to convert new technology into new marketing products.
Financial standing Firms with a good financial standing

find it easier to raise money.
Managerial skills An effective management is a key

organisation resource in planning
activities, controlling the organisation
and motivating staff.

Organisation Organisation structure can be a
resource for marketers, for example
product divisionalisation or brand
management control at brand level.
The organisation structure should
facilitate communication and decision-
making.

Information systems the strategic role of information
systems is covered at various times
throughout this Study Text.

Resources are of no value unless they are organised into
systems, and so a resource audit should go on to consider how
well or how badly resources have been utilised, and whether the
organisation’s systems are effective and efficient in meeting
customer needs profitably.

 Activity 1

 (30 minutes)
Review the above resource audit using the example of
either your company or your college

LESSON 2:
ORGANISATIONAL AUDIT
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3.2 Resource Constraints or Limiting
Factors
Every organisation operates under resource constraints.

Definition
A Limiting factor or key factor is a factor which at any time or
over a period may limit the activity of  an entity, often one where
there is shortage or difficulty of supply

Examples
• A shortage of production capacity
• A limited number of key personnel, such as salespeople with

technical knowledge
• A restricted distribution network
• Too few managers with knowledge about finance, or

overseas markets
• Inadequate research design resources to develop new

products or services
• A poor system of strategic intelligence Lack of money
• A lack of staff who are adequately trained

Overcoming the Resource Constraint
Once the limiting factor has been identified, the planners
should:
Short term, make best use of the resources available
Long term, reduce the limitation

3.3 Resource Use
Resource use is concerned with the efficiency with which
resources are used, and the effectiveness of their use in achieving
the planning objectives of the business.

Distinctive Competences
A strategic approach involves identifying a firm’s competences.
Members of organisations develop judgments about what they
think the company can do well - its core competence. These
competences may derive from:
• Experience in making and marketing a product or service
• The talents and potential of individuals in the organisation
• The quality of co-ordination/distribution

Definition
The distinctive competence of an organisation is what it does
well, or better, than its rivals.
Tests for identifying a core competence
a. It provides potential access to a wide variety of markets. GPS

of France developed a ‘core competence’ in ‘one-hour’
processing, enabling it to process films and build reading
glasses in one hour.

b. It contributes significantly to the value enjoyed by the
customer. For example, in GPS in (a) above, the waiting time
restriction was very important,

c. It should be hard for a competitor to copy, if  it is technically
complex, involves specialised processes, involves complex
interrelationships between different people in the
organisation or is hard to define.

In many cases, a company might choose to combine
competences.
Bear in mind that relying on a competence is no substitute for a
strategy. However. distinctive competences are an important
support for competitive positioning.

Discussion
Skoda have been successful in changing its image over the past
few years. What do you consider its core competencies?

Example
The most common organisational structure is the family
business. Many large organisations are still family firms (wal-
Mart, Gucci, Hyundai). However the need to raise money, to
embrace: new technology and to develop internationally is
forcing some to make more use of professional managers.
(Economist, 2 December 2000)
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Environmental Audit

External Environmental Analysis

 

External 
Environmental 

Analysis 

 
Environmental 

Influences 

The political 
and legal 

Environment 

 
The economic 
Environment 

 
Technological 

Factors 

 
Social factors 

Introduction
Business plans cannot be produced in a vacuum.  They must be
developed within the context of the wider environment in
which the organization is operating. They need to take into
account the opportunities and threats, which are emerging as
these external factors, change. These are the issues this chapter
will be covering.
A key issue to keep to keep in mind is environment change.
Some organizations face more complex and changing environ-
ment than others; the fashion industry is in a ‘fast-moving’
environment, but this speed of environment change does not
exist for all industries.

Your Objectives
In this chapter you will learn about the following:
a. The factors that make up the external environment
b. Aspects of the political and legal influences
c. The importance of economic factors
d. The importance and diversity of social aspect
e. The impact technology has on business enterprises

4.1 Environmental Influences
As we have seen earlier. Planning is a central part of the
management task wherever you are working in the organization
and the first stage should always be to clarify the current
position.
a. Controllable. Different managers need to review different

aspects of the business.  The factors which can be controlled
by the marketing manager can be primarily represented by the
7P’s of  the marketing mix.

b. Not controllable. Issues of production capacity and sources
of supply are of interest and of interest and of direct
control.  That said, marketing mix decisions and marketing
activities do have a significant impact on these other
department.

LESSON 3:
ENVIRONMENTAL AUDITING

Activity

(30 minutes)
Choose a business/market with which you are familiar.  How
has it changed over the last five years? Produce a list of all
external factors (thing which the organization cannot control)
which have has a significant impact on the organization in that
time.  Refine your list as you work through the rest of this
chapter.

Definition
The environment of the organization is everything outside its
boundaries.  All the factors affect the organisation’s perfor-
mance, but the organization cannot control them.

Discussion
There is no real point in assessing the external environment
when an organization cannot do anything about it.
Organizations have a variety of relationship with the environ-
ment.

4.2 Classifying the Environment
a. The micro environment is of immediate concern, and is

uniquely configured for each organization: no organization
has a network of suppliers, customers, competitors or
stakeholders identical to another’s

b. The macro environment relates to factors in the environment
affecting all organization.

(PEST)
• Political- legal factors
• Economic factors
• Social and cultural factors
• Technological factors
 

TECHNOLOGY POLITICS 

ORGANISATION 

COMPETING 
ORGANISATIONS 
STAKEHOLDERS 

TASK ENVIRONMENT 

GOODS TO 
CUSTMERS 

WAGE TO 
LABOUR 

PROFIT TO 
INVESTORS 

LABOUR 

SUPPLERS 

CAPITAL 

MATERIAL
POLLUTION

N 

SOCIETY 
(& CULTURE) 

ECONOMY 

GENERAL ENVIRONMENT 

PHYSICAL ENVIRONMENT 
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Example
For many years, Monsanto has been developing genetically
modified foods, and these new substances have been marketed
very successfully in the USA, with no public disquiet.  In the
UK and the EU generally, a combination of  factors has led to
public concern.
a. Suspicion of industrial food production processes, especially

after the BSE crisis
b. Concern about ecology
c. Trends toward ‘organic’ food
d. The relative success of  the UK’s biotechnology industry
e. Trade friction between the UK and US
Many UK food producers have decided not to use GM foods.

Activity
Choose an industrial product, a consumer durable durable, a
fast moving consumer good and a service business.  For each
of them identify how you think the environmental factors
identified in the following paragraphs might affect a business
operating in that market.
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Johnson and Scholes suggest that a firm should conduct an
audit of environmental influences.  This will identify the
environmental factors, which have had a significant influence on
the organization’s development or performance in the past.

1. Assess the nature of the environment (eg is it changing?)

2. Identify those influences which have affected the organization in the past
or which are likely to do so in future

3. A structural analysis will be prepared, identifying the ‘key forces at
work in the immediate or competitive environment’.

 

These steps should identify important development. Then the
following questions should be asked.

 

4. What is the organisation’s position in relation to other organisation?

5. What threats and/or opportunities are posed by the environment?

Strategic decisions are made in partial ignorance, as we have seen,
because the environment is uncertain.  Uncertainty relates to the
complexity and dynamism of the environment.

a. Complexity Arises From:
i. The variety of  influences faced by the organisation.  The

more open an organisation is, the greater the variety of
influences.  The greater the number of markets the
organisation operates in, the greater the number of
influences to which it is subject.

ii. The amount of  knowledge necessary.  All businesses need
to have knowledge of the tax system, for example, but only
pharmaceuticals businesses need to know about mandatory
testing procedures for new drugs.

iii. The interconnectedness of environmental influences.
Importing and exporting companies are sensitive to
exchange rates, which themselves are sensitive to interest
rates.  Interest rates.  Interest rates then influence a
company’s borrowing costs.

b. Dynamism
Stable environment are unchanging. Dynamic environments are
in a state of change.  The computer market is a dynamic market
because of the rate of technological change.
It is not always easy to detect which environmental factors will
be relevant in further.

Discussion
Information needs for assessing environmental factors are
diverse and complex.

LESSON 4:
ENVIRONMENTAL ANALYSIS

Activity

(5 minutes)
How do you consider that the Johnson and Scholes model can
be applied to the scare about genetically modified foods?

4.4 PEST

1. The Political and Legal Environment
We will outline in general terms some key issues to keep in
mind.  Laws come from common law, parliamentary legislation
and government regulation derived from it, and obligations
under EU membership and other treaties.
Legal factors affecting all companies

Factor Example 
General legal framework: 
contract, tort, agency 

Basic ways of doing business; 
negligence proceedings 

Criminal Law Theft (eg of documents in 
Lanica’s failed bid for the co-
op);insider dealing; bribery; 
deception 
 

Company law Directors their duties; reporting 
requirement; takeover 
proceedings; shareholders’ right; 
insolvency 
 

Employment law Trade Union recognition; Social 
Chapter provisions; possible 
minimum wage; unfair dismissal; 
redundancy; maternity; Equal 
Opportunities 
 

Health and Safety Fire precaution; safety procedures 
 

Date protection Use of information about 
employees and customers 
 

Marketing and sales Laws to protect consumers (eg 
refunds and replacement, ‘cooling 
off period after credit agreement); 
what is or isn’t allowed in 
advertising 
 

Environment Pollution control; waste disposal 
 

Tax law Corporation tax payment; 
Collection of income tax (PAYE) 
and National Insurance 
contribution; VAT 

 
Some legal and regulatory factors affect particular industries, if
the public interest is served.  For example, electricity, gas,
telecommunication, water and rail transport are subject to
regulators (Offer, Ofgas, Oftel, Ofwat, Ofrail) who have
influence over:
• Competition and market access
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• Pricing policy (can restrict price increase)
This is because either:
• The industries are, effectively, monopolies, and/or
• Large sums of public money are involved (eg in subsidies to

rail companies).

Example

Gas deregulation
Government policy:  Gas used to be a state monopoly.  The
industry was pri9vatised as one company, British Gas.  Slowly,
the UK gas market has been opened to competition: now
about 20 suppliers compete with British Gas
Regulators:  Ofgas regulates the gas industry.  Ofgas has
introduced a Code of Conduct requiring gas suppliers to train
sales agent, allow for a cooling off period and so on.
Contract:   British Gas is vulnerable to competitors because of
its prices.  When it was privatized, it inherited ‘take or pay
contracts’ requiring it to buy gas at a specific price from gas
producers.  Since that time, gas prices have fallen, and competi-
tors have been able to benefit from time.
New markets:  Government policy has also deregulated the
electricity market, so that companies such as British Gas can
now sell electricity.

Anticipating Changes in the Law
• The governing party’s election manifesto is a guide to its

political priorities, even if these are not implemented
immediately.

• The government often publishes advance information about
its plans (green paper or white paper) for consultation
purposes.

• The EU’s single market programme indicates future change
in the law.

The general political environment will have implications for
business because of the attitudes to business and support for
business and/or trade unions and related legislation.

Example
There are many examples of products in the UK that have
caused a future when are not recognized by the EU.  Examples
such as chocolate and ice cream have different regulations in
terms of content and labeling in various EU countries.

Discussion
The political and legal environment is influenced by sociocul-
tural factors.
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The economic environment is an important influenced at local
national level.

Influence of the Economic Environment

Factor Impact 
Overall growth 
or fall in Gross 
Domestic 
Product 

Increased/decreased demand for goods (eg 
dishwashers) and services (holidays). 

Local economic 
trends 

Type of industry in the area.  Office/factory 
rents.  Labour rates House prices. 
 

National 
economic 

trends: 

 

Inflation Low in most countries; distorts business 
decisions; wage inflation compensates for price 
inflation 
 

Interest rates How much it costs to borrow money affects 
cash flow.   Some businesses carry a high level 
of debt.  How much customers can afford to 
spend is also affected as rises in interest rates 
affect people’s mortgage payments. 
 

Tax levels Corporation tax affects how much firms can 
invest or return to shareholders.  Income tax 
and VAT affect how much consumers have to 
spend, hence demand. 
 

Government 
spending 

Suppliers to the government (eg construction 
firms) are affected by spending. 

The business 
cycle 

Economic activity is always punctuated by 
periods of growth followed by decline, simply 
because of the nature of trade.  The UK 
economy has been characterized by periods of 
‘boom’ and ‘bust’.  Government policy can 
cause, exacerbate or mitigate such trends, but 
cannot abolish the business cycle.  (Industries 
which prosper when others are declining are 
called counter-cyclical industries.) 

 

The forecast state of the economy will influence the planning
process for organizations which operate within it.  In times of
boom and increased demand and consumption, the overall
planning problem will be to identify the demand.  Conversely,
in times of recessions, the emphasis will be on cost-effective-
ness, continuing profitability, Survival and competition.

LESSON 5:
THE ECONOMIC ENVIRONMENT

Impact of International Factors

Factor Impact 
Exchange rates Cost of imports, 

selling prices and 
value of exports; 
cost of hedging 
against fluctuations 

 
Characteristics of overseas markets.  
Different rates of economic growth 
and prosperity, tax etc. 
 

Desirable overseas markets 
(demand) or sources of supply. 

Capital, flows and trade Investment opportunities, free 
trade, cost of exporting 

 

Discussion
Information on foreign markets is notoriously difficult to
gather and assess.

Example
Growth in trade has affected the logistics industry (transport,
warehouse, etc) (worth US $ 130bn of which # 31.6bn in 1996
to $155bn in 2001.
The major problem is congestion. The EU is planning ECU
350bn on trans-European networks (road, rail and air links)
with possible extensions into Eastern Europe.  Despite the
single market, goods are still being held up at national borders.
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Different Social Factors

LESSON 6:
SOCIAL FACTORS

Factor Comment 
Growth The rate of growth or decline in a national population and in regional populations. 

 
Age Changes in the age distribution of the population. In the UK, there will be an increasing 

proportion of the national population over retirement age. In developing countries there are 
very large numbers of young people. 
 

• Elderly people have unique needs 
• As a segment they will become increasingly powerful. 

 
Geography The concentration of population into certain geographical areas. 

 
Ethnicity In the UK, about 5% come from ethnic minorities, although most of these live in London and 

the South East. 
 

Household and family 
structure 

A household is the basic social unit and its size might be determined by the number of children,  
whether elderly parents live at home etc. In the UK, there has been an increase in single-person 
households and lone parent families. Obviously, this impacts on the relevance of models such as 
the family life cycle 
 

Social structure The population of a society can be broken down into a number of subgroups, with different 
attitudes and access to economic resources. Social class, however, is hard to measure (as 
people’s subjective perceptions vary). 
 

• Social classification systems are changing. The old systems based on the registrar-
general grades (I, II, III etc) are to be replaced, from the 2000 census. The new grading 
covers occupations more closely: 1 Higher managerial and professional; 2 Lower 
managerial and professional; 3 Intermediate; 4 Small employers and own account 
workers; 5 Lower supervisory craft and related occupations; 6 Semi-routine 
occupations; 7 Routine occupations 

• Social status generally passes from generation to generation, despite evidence of social 
mobility in individual cases. 

 
Employment Many people believe that there is a move to a casual flexible workforce; factories will have a 

group of core employees, supplemented by a group of peripheral employees, on part-time or 
temporary contracts, working as and when required. Some research indicates a ‘two-tier’ society 
split between ‘work-rich’ (with two  wage-earners) and ‘work-poor’ households. However most 
employers are in permanent, full-time employment. 
 

Wealth Rising standards of living lead to increased demand for certain types of consumer good. This is 
why developing countries are attractive as markets. 
 

 
Activity
Club Fun is a UK company, which sells packaged holidays.
Founded in the 1960s, it offers a standard ‘cheap and cheerful’
package to resort in Spain and, more recently, to some of  the
Greek islands. It was particularly successful at providing
holidays for the 18-30 age group. What do you think the
implications are for Club Fun of the following developments?

a. A fall in the number of school leavers.
b. The fact that young people are more likely now than in the

1960s to go into higher education.
c. Holidays programmes on TV which feature a much greater

variety of locations.
d. Greater disposable income among the 18-30 age group.
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Technology Refers To:
a. Apparatus or equipment : eg a TV camera.
b. Technique: eg how to use the TV camera to best effects,

perhaps in conjunction with other equipment such as lights.
c. Organisation: eg the grouping of camera-operators into

teams, to work on a particular project.
Technology contributes to overall economic growth:  Technol-
ogy can increase total output, by enabling gains in productivity
(more output per units of input), reduced costs (eg transporta-
tion technology, preservatives) and new types of  product.

Effects of Technological Change on
Organization
a. The type of  products or services that are made and sold.
b. The way in which products are made (eg robots, new raw

materials).
c. The way in which services are provided.

Examples

Mail Order/Internet

a. Companies selling easily transportable goods – for instance,
books and CDs can offer much greater consumer choice and
are enjoying considerable success.

b. The financial sector is rapidly going electronic – call centers are
now essential to stay in business, PC banking is now being
sold, and the Internet and interactive TV are starting to
feature in business plans.

c. The way in which markets are identified:  Database systems
make it much easier to analyse the market place.  We explore
database marketing in brief  below.

d. The way in which firms are managed:  IT encourages
‘delayering’ of organizational hierarchies, homeworking, and
better communication.

e. The means and extent of communications with external
clients, via Website, e-mail etc.

Example
The internet has implications for the structure and strategies of
some industries and their marketing mixes.  Take telecommuni-
cations.  The telephone tariff system is ‘fundamentally a fixed
cost system, but we pay for it on the basis of a variable – mainly
voice minutes.  What is more, where the charges are levied bears
no relation to where the costs occur’.
The internet threatens to undrmine this.  Access to the Internet
is normally charged at local call rates.  It will soon be possible to
hold conversations over the Internet, which ‘will undermine the
“price per distance” business model’ which allows telephone
companies to charge more for long distance calls.

LESSON 7:
TECHNOLOGICAL FACTORS

The impact of recent technological change also has potentially
important social consequences, which in turn have an impact on
business.
a. Homeworking:  Whereas people were once collected

together to work in factories, home working will become
more important.

b. Intellective skills:  Certain sorts of skill, related to
interpretation of data and information processes, are likely to
become more valued than manual or physical skills.

c. Services:  Technology increases manufacturing productivity,
releasing human resources for service jobs.  These jobs.
These jobs require greater interpersonal skills (eg in dealing
with customers).

Example : TNT
TNT’s website features ‘Web-tracker’ enabling users to see how
their consignments are being transported.  The Internet is being
exploited to enhance a particular service.

Conducting a Marketing Audit
This outline is designed to apply to a broad spectrum of firms
and non-profit organizations. With that in mind, below is a
basic outline to follow in doing your analysis.
Your audit should be based on a combination of:
• Library research on your organization and the

environment in which it’s operating.
• Interviews with marketing managers
• Materials (such as an annual report) provided by your

company, and
• Your own observations.
Keep in mind that your ideas count! If you disagree with what
you are told by a marketing manager, be sure to say so.
Your market analysis MUST include each of  the five sections
presented in the outline.

Outline Of Marketing Audit

I. Introduction
Provide background information on your firm. This should
include industry, type of  ownership, location and mission
statement.

II. Analysis of Organizational Structure
A. Present an organization chart. Show the structure of your

firm, including positions of responsibility and lines of
authority. Show how marketing positions fit into the overall
structure of the firm.

B. Describe the responsibilities of persons in marketing
positions. This information should come primarily from
interviews with managers.
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In Writing The Next Two Sections, You Should Plan On
Doing Some Library Research.

III. Analysis of Marketing Strategy
A. Segmentation strategy. Describe the target customer. If  the

target customer is other businesses, present information on
geographic location, type of  industry, company size, and
product end-use. If the target customer is the consumer,
present information on socioeconomic, demographic, and
psychographic characteristics. Keep in mind that your
company may have more than one group of target
customers.

B. Analyze the marketing mix. Include the elements of the
marketing mix, as specified below. Refer back to your
marketing textbook for help with this! Include detailed
information with specific examples.

Listed below are examples of the type of questions you should
be answering in your analysis.

1. Product Strategy
a. Category or categories offered
b. Product Mix (width, depth, consistency)
c. Branding policy: Give the name(s) of brand(s) in the

product mix. Does your company use individual or family
branding? Show the trademark(s) of  your company’s
brand(s).

d. Evidence of product innovation

2. Pricing Strategy

a. Position in market (e.g., discount, moderate, upscale)
b. Everyday low pricing or high/low pricing

3. Communication Strategy
a. Advertising: Is message institutional, price or product-

oriented? What advertising messages are currently being
used? What media are used? Give examples! (e.g., print,
broadcast)

b. Direct marketing (e.g., direct mail, telemarketing, Internet)
c. Personal Selling: Describe your company’s approach to

personal selling. How do sales representatives communicate
with the customer? In person, by telephone, or electronically?
What efforts do the sales representatives make to develop a
“relationship” with their customers?

d. Sales Promotion: Describe your company’s sales promotion
program. Examples of tactics include, but are not limited to:
consumer promotion (coupons, premiums, contests,
samples, point-of-purchase display); trade promotion (trade
allowances, push money, training, participation in trade
shows)

4. Distribution
Describe the channel through which your company’s products
are marketed.

Example
Tupperware ,Avon and Oriflame use direct distribution system,
in which they sell their products directly to the consumer
through their sales representatives.

IV. Analysis of the Environment in which Your Firm
is Operating (30%)
A. Customer trends. Identify and discuss trends that may

influence the behavior of  your firm’s target customer (e.g.,
demographics, lifestyle, economic).

B. Competitive situation. Identify at least two other
organizations selling similar goods or services. Compare the
marketing mix of those firms to the marketing mix of your
firm on at least two dimensions. What element or elements
of the marketing mix does your firm use to gain a
competitive advantage?

C. Trends in technology. Identify and discuss changes in
technology that may affect the marketing strategy of your
firm.

D. Legal trends. What legal and regulatory factors affect your
firm’s marketing strategy?

Examples
Privacy on the Internet remains unregulated. Consequently,
firms that market through the Internet may refuse to take credit
card numbers. Complexities associated with fluctuations in the
exchange rate keep firms from offering their direct mail service
outside their country.

V. Recommendations for Strategy
Consider your analyses of environmental trends vis a vis the
marketing mix of  your company. What are the strengths and
weaknesses of your firm compared to its competition? What
threats do you see? What opportunities are there? What changes
in marketing strategies would you propose for the next five
years?

Exercise
Conduct the marketing audit of  any company.
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Introduction
To be effective, marketing has to provide a means by which an
organisation can focus its resources to meet the needs of their
chosen customer efficiently. First, it is important to know where
you are starting from Second is the decision on where you wish
to go in the future. These objectives must be agreed as well as
decisions on targeting and position-ing. There is a link between
these first two steps as it is sometimes difficult to set objectives
in isolation of the starting position, so often these first two
steps take place concurrently. Third is the planning of  how to
achieve these objectives, which will involve the efficient imple-
mentation of specific marketing tasks such as promotion,
product development, distribution and other elements of the
marketing mix. To achieve this requires the acquisition and
allocation of investment resources such as those required for
new product development and promotion. It also involves the
coordination of marketing with all the other functions of the
organisation. Finally, we need to know how to monitor our
progress and ensure we arrive at our destination.
The marketing planning process has evolved to provide a
framework for all four of these activities. For small
organisations this is a straightforward process involving well
established stages and, if required, the production of a
document, ‘The Marketing Plan’. Often this can be used as the
basis for negotiations with organizations such as banks, which
can provide start-up finance for a new venture or additional
finance for expansion.
In many large organisations, marketing planning has become an
established formal procedure and part of the strategic planning
process. In this context, it is sometimes nec-essary to coordinate
the marketing of a range of diverse products. This inevitably
makes the process more complicated but potentially more
beneficial. Also, in many large organ-isations it has been found
that the process itself has improved the level of cooperation
between different business functions, and the involvement of
the managers involved.

Stage 1 Where are we starting 
from? 

The marketing audit. 

Stage 2 Where do we want to 
be? 

Marketing objectives; 
Targeting and positioning;  
Product range analysis 

Stage 3 How do we get there? Marketing mix strategies 
and resource  allocation. 

Stage 4 How do we ensure we 
get there? 

Control and feedback. 

The Marketing Planning Process
It is fundamental to effective planning that there has to be a
goal to aim for. A good, and often used, analogy is that of a
journey since the route can be planned only if the starting point

UNIT I
CHAPTER 2:

LESSON 8:
OVERVIEW OF MARKETING PLANNING

PROCESS

and the destination are both known. This does not go far
enough since the real pur-pose of planning is to improve the
effectiveness in achieving an agreed objective or task. When
considering the journey this could be the reducing of the time
taken to reach the destination. But, of course, to decide between
the different options it is necessary that the objectives must be
known. The situation tends to be more complicated in the
social or business context since many, apparently sensible,
objectives are not fixed, like a point on a map for example, but
instead they are moving targets, such as being market leader. It
is often difficult to formulate useful objectives even for
commercial organisations where the basic objective is to increase
asset value within acceptable levels of risk. It is even more
difficult for other types of organisation.
One approach which has been adopted by many large
organisations is to set overall objectives in a mission statement.
This sets out how that organisation intends to fulfil its main
business objectives while recognising the legitimate interests of
other stakeholders such as customers, employees, suppliers and
the communities in which the organisation operates. The
mission statement is an important communication from an
organisation and so it must also be seen as part of the overall
marketing statement made by the company.
While a mission statement tends to be a general statement,
objectives for any business, big or small, need to be specific to
that business. For instance, say an entrepreneur wished to open
a clothes shop in a town where there are already all the standard
high street retailers. Then he is likely to be more successful if his
objective is framed to empha-sise how his offering and shop
will differ from the competitors’ shops.

Exercise
In a town there are already two record stores. One is a Virgin
Records, centrally located and concentrating on chart music and
videos. The other store has a preponderance of Classical and
Jazz but also carries the current top hits. What opportunities
would exist for an independent record store to be run by two
former group musicians? And what objectives would you
suggest are appropriate in this situation?
The objective once set then needs to be set in the context of the
skills and resources available to the business. The involves
recognizing what these are in comparison to the competition.
While this is comparatively easy where the business is small, it is
increasingly difficult as organisations become larger. The process
is however the same and will cover the total organisation. This
has become known as the business audit. Marketers are
interested in a key element of the business audit, which covers
marketing issues. This is termed the marketing audit.
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Organisational Mission 

Marketing Audit and SWOT 

Assumptions made regarding mission 
data and future trends 

Marketing Objective 

Segmentation, Targeting and Positioning 

Product range analysis 

Identify and evaluate alternatives 

Select marketing mix strategy 

Allocate Resources 

Control and Review 

It is likely that the planning will be an iterative, rather than a
sequential, process since the selection of a strategy is likely to
affect the perception of the objectives and, as a result, these will
be amended thereby requiring the strategy to be reconsidered.
The process will be further complicated by the need to impose
assumptions on both the objectives and strategy. These may
involve estimations relating to data, which is not available, the
con-tinuation or reversal of present trends, the timing of
anticipated events and so on. The assumptions are often
summarized as a forecast, which can then be used to develop a
provisional budget. The budget can then be used as the basis
for subsequent stages of the planning process.

It is essential that the assumptions upon which such a forecast
is based are clearly stated since it will allow the forecast to be
amended as the assumptions respond to any changes in the
situation upon which they were based. The logic of this can
easily be lost once the forecast has been buried within a carefully
constructed budget and the outcome subjected to a variance
analysis. While it is fundamental to the use of marketing
budgets (we will return to it in the section on control), the
impact resulting from having to revise assumptions can be
minimised by the planning process
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Main Points

Marketing Planning
Corporate Mission / Objectives

The vision trap
Grand, abstract visions can be too inspirational. The company
may wind up making more poetry than product.

 — G.H. Langer
Mentor Graphics

Correcting the Vision Trap

• What Business are we in?
• Who is are customer?
• What does our customer want?

• What will our customer want
• What should our customer want?

Marketing Planning: Corporate
*Managing Marketing for Shareholder Calue
“The single most important strategic role of marketing is to
help the company target markets where it can gain sustainable
competitive advantage.”

Living on the fault lines
Geoffrey A. Moore

Re-definition

TThhee  mmaarrkkeettiinngg  ppllaannnniinngg  pprroocceessss  

Business mission 

Marketing audit 

SWOT analysis 

Marketing objectives 

Core strategy 

Marketing mix decisions 

Organization and implementation 

Control 

Marketing planning 
at the business level 

Marketing 
planning at the 
product level 

Jobber, (2001) 
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Markets  What we  
Have                            P0  

What we could have  
P1              P2               P3 

Who we  
Serve                            M0 

Market  
Penetration 

Product Development 

 
 
 
Whom                           M 1 
We                                   
Could                            M 2    
Serve                             M 3 
 
 
 

 
 
 
 
 
Market Development 

 
 
 
 
 
Diversification 

 

Why is Marketing Planning Necessary?
• Systematic futuristic thinking  by management
• Better co-ordination of company efforts
• Development of better performance standards for control
• Sharpening of objectives and policies
• Better prepare for sudden new developments
• Managers have a vivid sense of participation

Criticisms of Marketing Planning
• Formal plans can be quickly overtaken by events
• Elements of the plan my be kept secret for no reason
• Gulf between senior managers and implementing managers
• The plan needs a sub-scheme of actions

Objectives of the Marketing Plan
• Acts as a roadmap
• Sssist in management control and monitoring the

implementation of strategy
• Informs new participants in the plan of their role and

function
• To obtain resources for implementation
• To stimulate thinking and make better use of  resources
• Assignment of responsibilities, tasks and timing
• Awareness of problems, opportunities and threats
• Essential marketing information may have been missing
• If implementation is not carefully controlled by managers,

the plan is worthless!
• Assignment of responsibilities, tasks and timing
• Awareness of problems, opportunities and threats
• Essential marketing information may have been missing
• If implementation is not carefully controlled by managers,

the plan is worthless!

The Contents and Structure of the Marketing Plan
• The executive summary
• Table of  contents
• Situational analysis and target market
• Marketing objectives
• Marketing strategies
• Marketing tactics
• Schedules and budgets
• Financial data and control

Cautionary Notes for Effective Planning
• Don’t blindly rely on mathematical and statistical

calculations. Use your judgement as well
• Don’t ever assume that past trends can be exploited into the

future forever
• If drawing conclusions from statistical data, make sure the

sample size is sufficiently large

Behavioural Planning Problems
• Planning recalcitrance: resistance and non-co-operation by

managers in planning
• Fear of  uncertainty in planning: a lack of  comfort in planning

activities
• Political interests in planning activities:resource bargaining,

padding of requirements, and avoidance of consensus
• Planning avoidance: compliance rather than commitment to

planning

Standard Planning Framework
• Analysis - where are we now?
• Objectives - where do we want to be?
• Strategies - which way is best?
• Tactics - how do we ensure arrival?
• Control - are we on the right track?
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Marketing Planning involves
• Segmentation
• Targeting
• Positioning
• Objectives
• Strategies
• Marketing Plans
• Control
• Internal Marketing
In the proceeding chapters we shall shall study these in detail.
However, to maintain the continuity lets look into them briefly

Segmentation
This is the first of three lessons based upon SEGMENT -
TARGET - POSITION. To get a product or service to the right
person or company, a marketer would firstly segment the
market, then target a single segment or series of segments, and
finally position within the segment(s). .
Segmentation is essentially the identification of subsets of
buyers within a market who share similar needs and who
demonstrate similar buyer behavior. The world is made up
from billions of buyers with their own sets of needs and
behavior. Segmentation aims to match groups of purchasers
with the same set of needs and buyer behavior. Such a group is
known as a ‘segment’.
Segmentation is a form of critical evaluation rather than a
prescribed process or system, and hence no two markets are
defined and segmented in the same way. However there are a
number of underpinning criteria that assist us with segmenta-
tion:
• Is the segment viable? Can we make a profit from it?
• Is the segment accessible? How easy is it for us to get into

the segment?
• Is the segment measurable? Can we obtain realistic data to

consider its potential?
The are many ways that a segment can be considered. For
example, the auto market could be segmented by: driver age,
engine size, model type, cost, and so on. However the more
general bases include:
• by geography - such as where in the world was the product

bought
• by psychographics - such as lifestyle or beliefs
• by socio-cultural factors - such as class
• by demography - such as age, sex, and so on.
A company will evaluate each segment based upon potential
business success. Opportunities will depend upon factors such
as: the potential growth of the segment the state of competi-

LESSON 9:
MARKETING PLANNING PROCESS

tive rivalry within the segment how much profit the segment
will deliver how big the segment is how the segment fits with
the current direction of the company and its vision.

The Segmentation Matrix Business Battlemap is a useful
segmentation tool. There are two bases for segmentation. Here
we use beer brand versus ages groups. The various products are
then plotted on the matrix. The result is a ‘battlemap’.

Targeting
Targeting is the second stage of  the SEGMENT target POSI-
TION process. After the market has been separated into its
segments, the marketer will select a segment or series of
segments and ‘target’ it/them. Resources and effort will be
targeted at the segment. It’s like looking at a dart board or a
shooting target. You see that it has areas with different scores -
these are your segments. Aiming the dart or the bullet at a
specific scoring area is ‘targeting’. There are three main types of
targeting. They are considered below.

The first is the single segment with a single product. In other
word, the marketer targets a single product offering at a single
segment in a market with many segments. For example, British
Airway’s Concorde is a high value product aimed specifically at
business people and tourists willing to pay more for speed.
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Secondly the marketer could ignore the differences in the
segments, and choose to aim a single product at all segments
i.e. the whole market. This is typical in ‘mass marketing’ or
where differentiation is less important than cost.

Finally there is a multi-segment approach. Here a marketer will
target a variety of different segments with a series of differenti-
ated products. This is typical in the motor industry. Here there
are a variety of products such as diesel, four-wheel-drive, sports
saloons, and so on.

Positioning
The third and final part of the SEGMENT - TARGET -
POSTION process is ‘positioning.’ Positioning is undoubtedly
one of the simplest and most useful tools to marketers. After
segmenting a market and then targeting a consumer, you would
proceed to position a product within that market.
Remember this important point. Positioning is all about
‘perception’. As perception differs from person to person, so
do the results of the positioning map e.g what you perceive as
quality, value for money, etc, is different to my perception.
However, there will be similarities.
Products or services are ‘mapped’ together on a ‘positioning
map’. This allows them to be compared and contrasted in
relation to each other. This is the main strength of this tool.
Marketers decide upon a competitive position which enables
them to distinguish their own products from the offerings of
their competition (hence the term ‘positioning strategy’).

Take a look at the basic positioning map template below.

The marketer would draw out the map and decide upon a label
for each axis. They could be price (variable one) and quality
(variable two), or Comfort (variable one) and price (variable
two). The individual products are then mapped out next to
each other Any gaps could be regarded as possible areas for new
products.
The term ‘positioning’ refers to the consumer’s perception of a
product or service in relation to its competitors. You need to
ask yourself, what is the position of the product in the mind
of the consumer?
Trout and Ries suggest a six-step question framework for
successful positioning:
1. What position do you currently own?
2. What position do you want to own?
3. Whom you have to defeat to own the position you want.
4. Do you have the resources to do it?
5. Can you persist until you get there?
6. Are your tactics supporting the positioning objective you set?
Look at the example below using the auto market
Product: Ferrari, BMW, Proton, Mercury Cougar, Hyundai,
Daewoo.
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Positioning Map for Cars
The seven products are plotted upon the positioning map. It
can be concluded that products tend to bunch in the high price/
low economy(fast) sector and also in the low price/high
economy sector. There is an opportunity in the low price/ low
economy (fast) sector. Maybe Hyundai or Daewoo could
consider introducing a low cost sport saloon. However,
remember that it is all down to the perception of the indi-
vidual.

Objectives
The objective is the starting point of the marketing plan. Once
environmental analyses (such as SWOT, Five Forces Analysis,
and PEST) and marketing audit have been conducted, their
results will inform objectives. Objectives should seek to answer
the question ‘Where do we want to go?’. The purposes of
objectives include:
• to enable a company to control its marketing plan.
• to help to motivate individuals and teams to reach a

common goal.
• to provide an agreed, consistent focus for all functions of an

organization.
All objectives should be SMART i.e. Specific, Measurable,
Achievable, Realistic, and Timed.
• Specific - Be precise about what you are going to achieve
• Measurable - Quantify you objectives
• Achievable - Are you attempting too much?
• Realistic - Do you have the resource to make the objective

happen (men, money, machines, materials, minutes)?
• Timed - State when you will achieve the objective (within a

month? By February 2010?)
Some examples of SMART objectives follow:

1. Profitability Objectives
To achieve a 20% return on capital employed by August 2007.
2. Market Share Objectives
To gain 25% of  the market for sports shoes by September 2006
3. Promotional Objectives
To increase awareness of  the dangers of  AIDS in India from
12% to 25% by June 2007.
To increase trail of X washing powder from 2% to 5% of  our
target group by January 2005.
4. Objectives for Survival
To survive the current double-dip recession.
5. Objectives for Growth
To increase the size of  our German Brazilian operation from
$200,000 in 2002 to $400,000 in 2005.
6. Objectives for Branding
To make Y brand of  cold drink the preferred brand of  21-28
year old females in India by February 2006.
There are many examples of objectives. Be careful not to
confuse objectives with goals and aims. Goals and aims tend to
be more vague and focus on the longer-term. However, many
objectives start off as aims or goals and therefore they are of
equal importance
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Ansoff ’s matrix offers strategic choices to achieve the objectives.
There are four main categories for selection.

Ansoff’s Product/Market Matrix

Market Penetration
Here we market our existing products to our existing custom-
ers. This means increasing our revenue by, for example,
promoting the product, repositioning the brand, and so on.
However, the product is not altered and we do not seek any
new customers.

Market Development
Here we market our existing product range in a new market.
This means that the product remains the same, but it is
marketed to a new audience. Exporting the product, or
marketing it in a new region, are examples of market develop-
ment.

Product Development
This is a new product to be marketed to our existing customers.
Here we develop and innovate new product offerings to replace
existing ones. Such products are then marketed to our existing
customers. This often happens with the auto markets where
existing models are updated or replaced and then marketed to
existing customers.

Diversification
This is where we market completely new products to new
customers. There are two types of diversification, namely related
and unrelated diversification. Related diversification means that
we remain in a market or industry with which we are familiar.
For example, a soup manufacturer diversifies into cake manufac-
ture (i.e. the food industry). Unrelated diversification is where
we have no previous industry nor market experience. For
example a soup manufacturer invests in the rail business.
Ansoff ’s matrix is one of the most well know frameworks for
deciding upon strategies for growth.

LESSON 10:
STRATEGIES

The Boston Matrix

The Boston Consulting Group’s Product Portfolio
Matrix

The Boston Matrix - Product Portfolio Decisions
Like Ansoff ’s matrix, the Boston Matrix is a well known tool for
the marketing manager. It was developed by the large US
consulting group and is an approach to product portfolio
planning. It has two controlling aspect namely relative market
share (meaning relative to your competition) and market growth.
You would look at each individual product in your range (or
portfolio) and place it onto the matrix. You would do this for
every product in the range. You can then plot the products of
your rivals to give relative market share

This is simplistic in many ways and the matrix has some
understandable limitations that will be considered later. Each
cell has its own name as follows.

Dogs
These are products with a low share of a low growth market.
These are the canine version of ‘real turkeys!’. They do not
generate cash for the company, they tend to absorb it. Get rid of
these products.

Cash Cows
These are products with a high share of a slow growth market.
Cash Cows generate more more than is invested in them. So
keep them in your portfolio of  products for the time being.

Problem Children
These are products with a low share of a high growth market.
They consume resources and generate little in return. They
absorb most money as you attempt to increase market share.

Stars
These are products that are in high growth markets with a
relatively high share of that market. Stars tend to generate high
amounts of income. Keep and build your stars.
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Look for some kind of  balance within your portfolio. Try not
to have any Dogs. Cash Cows, Problem Children and Stars
need to be kept in a kind of equilibrium. The funds generated
by your Cash Cows is used to turn problem children into Stars,
which may eventually become Cash Cows. Some of the
Problem Children will become Dogs, and this means that you
will need a larger contribution from the successful products to
compensate for the failures.

Problems with the Boston Matrix
1. There is an assumption that higher rates of profit are directly

related to high rates of market share. This may not always be
the case. When Boeing launch a new jet, it may gain a high
market share quickly but it still has to cover very high
development costs.

2. It is normally applied to Strategic Business Units (SBUs).
These are areas of the business rather than products. For
example, Ford own Landrover in the UK. This is an SBU
not a single product.

3. There is another assumption that SBUs will cooperate. This
is not always the case.

4. The main problem is that it oversimplifies a complex set of
decision. Be careful. Use the Matrix as a planning tool and
always rely on your gut feeling.

Bowman’s Strategy Clock

The Strategy Clock: Bowman’s Competitive Strategy
Options
The ‘Strategy Clock’ is based upon the work of Cliff Bowman
(see C. Bowman and D. Faulkner ‘Competitve and Corporate
Strategy - Irwin - 1996). It’s another suitable way to analyze a
company’s competitive position in comparison to the offerings
of  competitors. As with Porter’s Generic Strategies, Bowman
considers competitive advantage in relation to cost advantage or
differentiation advantage. There a six core strategic options:

Option one - low price/low added value
• likely to be segment specific
Option two - low price
• risk of price war and low margins/need to be a ‘cost leader’.
Option three - Hybrid
• low cost base and reinvestment in low price and

differentiation

Option four - Differentiation
a. without a price premium

• perceived added value by user, yielding market share
benefits

b. with a price premium
• perceived added value sufficient to to bear price

premium
Option five - focussed differentiation
• perceived added value to a ‘particular segment’ warranting a

premium price
Option six - increased price/standard
• higher margins if competitors do not value follow/risk of

losing market share.
Option seven - increased price/low values
• only feasible in a monopoly situation
Option eight - low value/standard price
• loss of market share

Generic Strategies – Michael Porter
(1980)
Generic strategies were at their most popular in the early 1980s.
They outline the three main strategic options open to organiza-
tion that wish to achieve a sustainable competitive advantage.
Each of the three options are considered within the context of
two aspects of the competitive environment:
Sources of competitive advantage – are the products differenti-
ated in any way, or are they the lowest cost producer in an
industry? Competitive scope of the market – does the company
target a wide market, or does it focus on a very narrow, niche
market?

The generic strategies are:
1. Cost leadership,
2. Differentiation, and
3. Focus.

1. Cost Leadership
The low cost leader in any market gains competitive advantage
from being able to many to produce at the lowest cost. Factories
are built and maintained, labor is recruited and trained to deliver
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the lowest possible costs of production. ‘cost advantage’ is the
focus. Costs are shaved off every element of the value chain.
Products tend to be ‘no frills.’ However, low cost does not
always lead to low price. Producers could price at competitive
parity, exploiting the benefits of  a bigger margin than competi-
tors. Some organization, such as Toyota, are very good not only
at producing high quality autos at a low price, but have the
brand and marketing skills to use a premium pricing policy.

2. Differentiation
Differentiated goods and services satisfy the needs of  custom-
ers through a sustainable competitive advantage. This allows
companies to desensitize prices and focus on value that
generates a comparatively higher price and a better margin. The
benefits of differentiation require producers to segment
markets in order to target goods and services at specific
segments, generating a higher than average price. For example,
British Airways differentiates its service. The differentiating
organization will incur additional costs in creating their competi-
tive advantage. These costs must be offset by the increase in
revenue generated by sales. Costs must be recovered. There is
also the chance that any differentiation could be copied by
competitors. Therefore there is always an incentive to innovated
and continuously improve.

3. Focus or Niche Strategy
The focus strategy is also known as a ‘niche’ strategy. Where an
organization can afford neither a wide scope cost leadership nor
a wide scope differentiation strategy, a niche strategy could be
more suitable. Here an organization focuses effort and resources
on a narrow, defined segment of  a market. Competitive
advantage is generated specifically for the niche. A niche strategy
is often used by smaller firms. A company could use either a
cost focus or a differentiation focus. With a cost focus a firm
aims at being the lowest cost producer in that niche or segment.
With a differentiation focus a firm creates competitive advantage
through differentiation within the niche or segment. There are
potentially problems with the niche approach. Small, specialist
niches could disappear in the long term. Cost focus is
unachievable with an industry depending upon economies of
scale e.g. telecommunications.

The danger of Being ‘Stuck in the Middle’
Make sure that you select one generic strategy. It is argued that if
you select one or more approaches, and then fail to achieve
them, that your organization gets stuck in the middle without a
competitive advantage.

Marketing Plans

Analysis

Objectives

Strategies

Tactics

Controls

‘ . . planned application of marketing resources to
achieve marketing objectives’

Malcolm McDonald (1984)

Marketing plans are vital to marketing success. They help to
focus the mind of companies and marketing teams on the
process of marketing i.e. what is going to be achieved and how
we intend to do it.
There are many approaches to marketing plan. Marketing
Teacher has focussed upon the key stages of  the plan. It is
contained under the popular acronym AOSTC
1. Analysis
2. Objectives
3. Strategies
4. Tactics
5. Control.

Stage One - Situation Analysis
• Marketing environment
• Laws and regulations
• Politics
• The current state of technology
• Economic conditions
• Sociocultural aspects
• Demand trends
• Media availability
• Stakeholder interests
• Marketing plans and campaigns of competitors
• Internal factors such as your own experience and resource

availability
• internal/external audit:
SWOT
PEST
Porter’s Five Forces
Marketing Environment

Stage Two - Set Marketing

SMART Objectives

• Specific - Be precise about what you are going to achieve
• Measurable - Quantify you objectives
• Achievable - Are you attempting too much?
• Realistic - Do you have the resource to make the objective

happen (men, money, machines, materials, minutes)?
• Timed - State when you will achieve the objective (within a

month? By February 2010?)
If  you don’t make your objective SMART, it will be too vague
and will not be realized. Remember that the rest of the plan
hinges on the objective. If it is not correct, the plan will fail.

Stage Three - Describe your Target Market
• Which segment? How will we target the segment? How

should we position within the segment?
• Why this segment and not a different one? (This will focus

the mind).
• Define the segment in terms of demographics and lifestyle.

Show how you intend to ‘position’ your product or service
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within that segment. Use other tools to assist in strategic
marketing decisions such as Boston Matrix, Ansoff ’s Matrix,
Bowmans Strategy Clock, Porter’s Competitive Strategies, etc.

Stage Four - Marketing Tactics
Convert the strategy into the marketing mix (also known as the
4Ps). These are your marketing tactics.
Price Will you cost plus, skim, match the competition or
penetrate the market?
Place Will you market direct, use agents or distributors, etc?
Product Sold individually, as part of  a bundle, in bulk, etc?
Promotion Which media will you use? e.g sponsorship, radio
advertising, sales force, point-of-sale, etc? Think of the mix
elements as the ingredients of  a ‘cake mix’. You have eggs,
milk, butter, and flour. However, if you alter the amount of
each ingredient, you will influence the type of cake that you
finish with.

Stage Five - Control
Remember that there is no planning without control. Control is
vital.
• Start-up costs
• Monthly budgets
• Sales figure
• Market share data
• Consider the cycle of control
Finally, write a short summary (or synopsis) which is placed at
the front of the plan. This will help others to get acquainted
with the plan without having to spend time reading it all. Place
all supporting information into an appendix at the back of the
plan

Marketing Control
‘The process of monitoring the proposed plans as they proceed
and adjusting where necessary.’ Lynch (1997)
There is no planning without control. If an objective states
where you want to be and the plan sets out a road map to your
destination, then control tells you if you are on the right route
or if you have arrived at your destination.

Control involves measurement, evaluation, and monitoring.
Resources are scarce and costly so it is important to control

marketing plans. Control involves setting standards. The
marketing manager will than compare actual progress against
the standards. Corrective action (if any) is then taken. If
corrective action is taken, an investigation will also need to be
undertaken to establish precisely why the difference occurred.
There are many approaches to control:
• Market share analysis
• Sales analysis
• Quality controls,
• Budgets
• Ratio analysis
• Marketing research
• Marketing information systems (M.I.S)
• Feedback from customers satisfaction surveys
• Cash flow statements
• Customer Relationship Management (CRM) systems
• Sales per thousand customers, per factory, by segment
• Location of buyers and potential buyers
• Activities of competitors to aspects of your plan
• Distributor support
• Performance of any promotional activities.
• Market reaction/acceptance to pricing polices
• Service levels
• And many other methods of monitoring and measurement.

Internal Marketing
Internal marketing is an important ‘implementation’ tool. It
aids communication and helps us to overcome any resistance to
change. It informs, ands involves all staff in new initiatives and
strategies. It is simple to construct, especially if you are familiar
with traditional principles of marketing. If  not, it would be
valuable to spend some time considering marketing plans.
Internal marketing obeys the same rules as, and has a similar
structure to, external marketing. The main differences are that
your customers are staff and colleagues from your own
organization.

Managing the implementation of internal marketing
(Jobber 1995)
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In previous lessons, you will have seen that the process of
marketing follows a familiar pattern for which we use the
acronym AOSTC - Analysis, Objectives, Strategies, Tactics, and
Control. In the diagram above, Jobber (1995) uses a similar
approach as a structure for the implementation of internal
marketing. The process is straightforward.
• Set objectives for internal marketing e.g. to persuade 100

staff to join a new Performance Related Pay (PRP) scheme.
• Your strategy is ‘internal marketing.’
• Tactics would include an internal application of  the

marketing mix, and could include staff forums,
presentations, an intranet, away days, videos, personal visits
by company directors or newsletters.

• Evaluation would consider the take up of PRP against your
objectives, attendees at away days, visits to an intranet page,
and so on..

Let’s have a look a closer look at the practicalities of  internal
marketing.

Internal Marketing (Jobber 1995)

At this stage internal marketing meets traditional ‘change
management.’ Firstly you should identify your internal custom-
ers. As with your external customers, they will have their own
buyer behavior, or way of ‘buying into’ the changes which you
are charged to implement. The similarities in differing groups
of internal customers allows you to segment them. As Jobber
(1995) explains, you can target three different segments namely
‘supporters,’ neutral,’ and finally ‘opposers.’ Each group
requires a slightly different internal marketing mix in order that
your internal marketing objectives can be achieved.
For example, if the change was that a company was to relocate
closer to its market, you could target ‘supporters’ with a tailor-
made relocation video explaining about the lower property
prices in the new location; ‘neutral’ internal customers could be
targeted with incentives such as pay increases; and ‘opposers’
could be coerced, or forced to accept the change regardless.

How do We Plan for a Change Program?
Always make sure that you have thought through your
approach before starting the implementation.

• Make sure that you have created a cultural climate that is
willing to accept change.

• Appoint a change agent, or champion for change that will
help to ease your changes through.

• Audit the skills and capabilities of  your team. Train and
develop as necessary.

• Your team must be built around you with the objective as
the focus for you all.

• The change must be correctly marketed to your target
audience using an approach such as Jobbers.’

• Decide what the change will be. Give it boundaries.
• Decide upon the plan.
• Work out a realistic budget and stick to it.
• Try to anticipate the arguments against change, and decide

how to counteract them positively.
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The purpose of corporate appraisal (SWOT analysis) is to
combine the assessment of the environment and the analysis
of  the organisation’s internal resources and capabilities.

Definition
Corporate appraisal: ‘a critical assessment of the strengths and
weaknesses, opportunities and threats in relation to the internal
and environmental factors affecting the entity in order to
establish its condition prior to the preparation of a long-term
plan.’
A strengths and weaknesses analysis expresses which areas of
the business have:
• Strengths that should be exploited
• Weaknesses which should be improved
It therefore covers the results of the position audit.

1 Opportunities
• What opportunities exists in the business environment.?
• Their inherent profit-making potential.
• The organisation’s ability to exploit the worthwhile

opportunities.

2 Threats
• What threats might arise?
• How will competitors be affected?
• How will the company be affected?
The opportunities and threats might arise from PEST and
competitive factors.

Bringing the SWOT Elements Together
The internal and external appraisals will be brought together,
and perhaps shown in a cruciform chart.

Example

Strengths Weaknesses 
10 million of capital available 
 
 
Production expertise and 
appropriate marketing skills 

Heavy reliance on a small 
number of customers 
 
Limited product range, with no 
new products and expected 
market decline. Small 
marketing organization. 

Threats Opportunities 
A major competitor has already 
entered the new market 

Government tax incentives for 
new investment 
 
Growing demand in a new 
market, although customers so 
far relatively small in number. 

 

The company is in imminent danger of losing its existing
markets and must diversify its products and/or markets. The

LESSON 11:
SWOT ANALYSIS

new market opportunity exists to be exploited, and since the
number of customers is currently small, the relatively small size
of the existing marketing force would not be and immediate
hindrance. A strategic plan could be developed to buy new
equipment and use existing production and marketing to enter
the new market, with a view to rapid expansion. Careful
planning of manpower, equipment, facilities, research and
development would be required and there would be an
objective to meet the threat of competition so as to obtain a
substantial share of a growing market. The cost of entry at this
early stage of market development should not be unacceptably
high.
SWOT analysis is a tool for auditing an organization and its
environment. It is the first stage of planning and helps
marketers to focus on key issues.
Once key issues have been identified, they feed into marketing
objectives. It can be used in conjunction with other tools for
audit and analysis, such as PEST analysis and Porter’s Five-
Forces analysis. It is a very popular tool with marketing
students because it is quick and easy to learn. During the SWOT
exercise, list factors in the relevant boxes. It’s that simple.
SWOT stands for strengths, weaknesses, opportunities, and
threats. Strengths and weaknesses are internal factors.
A strength could be:
• your specialist marketing expertise.
• a new, innovative product or service
• location of your business
• quality processes and procedures
• any other aspect of your business that adds value to your

product or service.
A weakness could be:
• lack of marketing expertise
• undifferentiated products and service (i.e. in relation to your

competitors)
• location of your business
• poor quality goods or services
• damaged reputation
Opportunities and threats are external factors. For example:
An opportunity could be:
• a developing market such as the Internet.
• mergers, joint ventures or strategic alliances
• moving into new market segments that offer improved

profits
• a new international market
• a market vacated by an ineffective competitor
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A threat could be:
• a new competitor in your home market
• price wars with competitors
• a competitor has a new, innovative product or service
• competitors have superior access to channels of distribution
• taxation is introduced on your product or service
A word of caution, SWOT analysis can be very subjective. Do
not rely on it too much. Two people rarely come-up with the
same final version of  SWOT. TOWS analysis is extremely
similar. It simply looks at the negative factors first in order to
turn them into positive factors. So use it as guide and not a
prescription.

Simple Rules for Successful SWOT Analysis
• be realistic about the strengths and weaknesses of your

organization
• analysis should distinguish between where your organization

is today, and where it could be in the futures
• be specific. Avoid grey areas.
• always analyse in context to your competition i.e. better then

or worse than your competition
• keep your SWOT short and simple. Avoid complexity and

over analysis
• SWOT is subjective.

SWOT Analysis - Exercise

Highly Brill Leisure Center
Perform SWOT analysis based upon the following points:
1. The Center is located within a two-minute walk of the main

bus station, and is a fifteen-minute ride away from the local
railway station.

2. There is a competition standard swimming pool; although
it has no wave machines or whirlpool equipment as do
competing local facilities.

3. It is located next to one of the largest shopping centers.
4. It is one of the oldest centers in the area and needs some

cosmetic attention.
5. Due to an increase in disposable income over the last six

years, local residents have more money to spend on leisure
activities.

6. During the last ten years people of younger generation has
moved to bigger cities.

7. In general people are living longer and there are more local
residents aged over fifty-five now than ever before.

8. After a heated argument with the manager of a competing
leisure center, the leader of a respected local scuba club is
looking for a new venue.

9. The local authority is considering privatizing all local leisure
centers by the year 2000.

10. Press releases have just been issued to confirm that Highly
Brill Leisure Center is the first center in the area to be
awarded quality assurance standard BS EN ISO 9002.

11. A private joke between staff states that if you want a day-
off from work that you should order a curry from the
Center’s canteen, which has never made a profit.

12. The Center has been offered the latest sporting craze.
13. Highly Brill Leisure Center has received a grant to fit special

ramps and changing rooms to accommodate the local
disabled.

14. It is widely acknowledged that Highly Brill has the best-
trained and most respected staff of all of the centres in the
locality

Answer - Highly Brill Leisure Centre - SWOT Analysis

Answer: It simply means that the results of your analysis are
represented in a different way. Points 2 and 10 are difficult to
place. Point 2 depends on whether or not wave machines or a
whirlpool have a distinct competitive advantage over a competi-
tion standard pool. Point 10 is an internal strength and an
external opportunity.
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What is a Marketing Action Plan
The link between the formulation and the implementation of
marketing strategy is the marketing action plans, which identify
how the mix will be deployed. The mix represents the con-
trolled use of  a firm’s resources allocated to the marketing
budget.
a. The marketing mix may be simplified into the four Ps plus

three Ps for service.
i. Product: quality, features, fashion, packaging and

branding, after sales service, guarantees, durability etc.
ii. Price: the level of price, credit terms, discounts

guarantees.
iii. Place: factors here include the location of sales outlets

and the number and type of sales outlets (shops,
supermarkets etc), the location of service departments,
stock levels and transportation and delivery services.

iv. Promotion: advertising, sales promotion, selling, PR.
v. People: courtesy competence of the people delivering

the service.
vi. Processes: how the service is delivered.
vii. Physical evidence: the environment of  the service

encounter.
b. Different marketing mixes will appeal to different market

segments in any particular market.
c. The marketing mix for a product must be planned in

advance. It should also be reviewed in the light of experience
and, if product sales have not been as good as expected,
managers might take control action by should be given to
changing the mix, for example, lowering product quality,
reducing price and spending more on advertising.

Activity

(1 hour)
Following on from your environmental and competitor audit
(activity 4) in your chosen industry or college, investigate what
the main market leader’s approach to segmentation and
marketing mix are.
The SWOT technique can also be used for specific areas of
strategy such a IT and marketing.
Effective SWOT analysis does not simply require a categoriza-
tion of information, it also requires some evaluation of the
relative importance of the various factors under consideration.
a. These features are only of relevance if they are perceived to

exist by the customers. Listing corporate features that
internal personnel regard as strengths/weaknesses is of little
relevance if customers do not perceive them as such.

LESSON 12:
THE MARKETING ACTION PLAN: MARKETING MIX PROPOSALS

b. In the same vein, threats and opportunities are conditions
presented by the external environment and they should be
independent of the firm.

The SWOT can now be used to guide strategy formulation. The
two major options are matching and conversion.

Strengths Weaknesses 

 
 
 
 

Opportunities 

 
 
 
 

Threats  

M
a 
t 
c 
h 
i 
n 
g 

Internal 
tothe 

company 

Exist 
Independently  

Of the  
Company 

Matching
This entails finding, where possible, a match between the
strengths of the organization and the opportunities presented
by the market. Strengths which do not match any available
opportunity are of limited use while opportunities which do
not have any matching strengths are of little immediate value.

Conversion
This requires the development of strategies which will convert
weaknesses into strengths in order to take advantage of some
particular opportunity, or converting threats into opportunities
which can then be matched by existing strengths.

Activity

(20 minutes)
Hall Faull Downers Ltd has been in business for 25 years,
during which time profits have risen by an average of 3% per
annum, although there have been peaks and troughs in
profitability due to the ups and downs of trade in the custom-
ers’ industry. The increase in profits until five years ago was the
result of  increasing sales in a buoyant market, but more recently,
the total market has become somewhat smaller and Hall Faull
Downes has only increased sales and profits as a result of
improving its market share.
The company produces components for manufacturers in the
engineering industry.
In recent years, the company has developed many new products
and currently has 40 items in its range compared to 24 only five
years ago. Over the same five-year period, the number of
customers has fallen from 20 to nine, two of whom together
account for 60% of the company’s sales.
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Give your appraisal of the company’s future, and suggest what
it is probably doing wrong.

The Marketing SWOT
Having looked at corporate level SWOT analysis we should
now turn our attention to the marketing level. It is important
to remember that the concept and approach remains the same,
it is only the factors which we are considering which vary.
Corporate SWOTs are concerned with everything. Marketing
SWOTs concentrate more specifically on markets and the mix.

Strengths and Weaknesses
The marking department is probably the most important
source of ‘bottom up’ information, opinions and views which
influence the development of  the corporate strategy. But the
marketing audit also represents the starting point for develop-
ing the marketing plan, answering the ‘where are we now’
question in terms of marketing controllables.
A marketing audit as we have seen earlier, should involve a
thorough ‘taking stock’ of  the complete marketing activity.

Activity 2

(10 minutes)
Jot down some of the elements of the marketing audit which
you might consider useful inputs to the marketing SWOT
A prime objective as far as the marketing manager is concerned
of this internal marketing analysis is to be able to log the
company’s current market position on a positioning map.

Price 
High 

Quality High     Low 

Low 

The variables used on this positioning map are dimensions of
the marketing mix. You may need several such maps to
consider the real position of a complex product, but the
variables you should focus on are those recognised as having
the greatest influence on purchasing decisions.

Activity 3

(10 minutes)
Use the positioning maps above and below to log the positions
of your company or college and its key competitors.

Image 
Modern 

After sales       Excellent            Adequate 
Service 

`   Traditional 

Opportunities and Threats
The external aspects of the marketing SWOT are the product/
market opportunities and threats which evolve from changes in
the macro environment identified at the corporate level. For
example a demographic shift increasing the proportion of older
customer for overseas holidays may have been identified level
this translates into a number of possibilities.
a. An opportunity to sell existing holidays to this new target

market.
b. An opportunity to develop new products specifically

developed to meet the needs of this emerging segment.
c. The possible option of switching resources away from

segments which are showing less growth potential.
At marketing level, opportunities can be considered and
communicated using the Ansoft matrix which provides the
alternative product/market options available to a company
(Note. Although not specifically  shown by implication the
threats at this level are factors which reduce the viability or
potential of any of the product/market possibilities.)

 
PRODUCTS 

Existing       New 
 
 

Existing 
 
 
MARKETS 
 

New 
 
 
 
 

Holidays to under 50’s  

        New package holidays 
           for over 50’s 

 
Over 
50’s 

To summarise the marketing SWOT:

Strengths 
Weaknessess 
 
These are internal factors controllable 
By marketing managers; they are the 7P’s 

Opportunities  
Threats 
 
These are external uncontrollable factors 
related to an appraisal of changing 
product/market position 
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Ansoff drew up a growth vector matrix, describing a combina-
tion of  a firm’s activities in current and new markets, with
existing and new products.

LESSON 13:
PRODUCTS AND MARKETS

Current Products and Current Markets: Market
Penetration
Market penetration. The firm seeks to:
a. Maintain or to increase its share of current markets with

current products, eg through competitive pricing, advertising,
sales promotion.

b. Secure dominance of growth markets.
c. Restructure a mature market by driving out competitors
d. Increase usage by existing customers (eg airmiles, loyalty

cards)

Example
Good examples of strategies for market penetration are air
miles and frequent flier’ services. A decision to fly with an airline
gives the customer air miles, which can be redeemed on later
flights, and which will encourage the customer to fly again.

Ansoff’s Matrix Exercise

Colorado Ricardo Mountain Bikes
Colorado Ricardo Mountain Bikes was founded by Ricardo
Francisco in 1992. He was a keen cyclist who spent his weekends
with many friends cycling and having fun in the mountains of
Colorado. He was very competitive and loved to take his bike
off-road to test his strength and endurance. However he found
that the bikes themselves kept on breaking-down under the
strain. So Ricardo designed and built a number of bikes to
overcome this problem. Many failed but eventually he came up
with the ultimate in off-road bike, which he called the ‘Colorado
Ricardo’.People liked Ricardo’s bike and he was asked to build
and sell them to other cyclists in the Colorado region. It went
so well that soon he was able to give up his own job as a DJ to
focus on the construction of the bikes. As the mountain bike
sport took off, Ricardo’s business grew to produce 10,000 units
in 1996. However sales have fallen annually since then and
forecasted sales for 2000 are only 4,000 units. Ricardo’s company

Product-market mix is a short-hand term for the products/services a firm sells (or a service which a public 
sector organization provides) and the markets it sells them to. 
 
Ansoff’s product-market growth matrix 
 
Existing products                                                       New products 
 
 
 
Existing 
Marketing 
 
 
 
 
 
 
 
 
New 
markets 
 
 
 
 
 
 

Market penetration strategy 
1. More purchasing and usage from 

existing customers 
2. Gain customers from competitors 
3. Convert Non-users into users 

(where both are in same market 
segment) 
 

Product development strategy 
 
1. Product modification via new 

features 
2. Different quality levels 
3. ‘New’ product 

Market development strategy 
 
1. New market segments 
2. New distribution channel 
3. New geographic areas eg exports 

Diversification strategy 
 
1. Organic growth 
2. Joint ventures 
3. Mergers 
4. Acquisition/take-over 
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needs strategies for growth before it is too late. Use Ansoff ’s
matrix to examine the options for Colorado Ricardo.

Ansoff’s Matrix Answer

Colorado Ricardo Mountain Bikes

As you can see there are many strategic options for Ricardo. As a
marketer you now have to decide upon which strategy or
strategies the company should actually implement. This is based
upon a number of factors such as competitive activity  and
available resources.
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Present Products and new Markets:
Market Development
Market development is when the firm seeks new markets for its
current products or services. It is appropriate when its products
are strengths which can be matched by opportunities in new
markets. Ways of  developing markets include:
a. New geographical areas and export markets (eg a radio

station building a new transmitter to reach a new audience).
b. Different package sizes for food and other domestic items so

that both those who buy in bulk and those who buy in
small quantities are catered for.

c. Differential pricing policies to attract different types of
customer and create new market segments. For example,
travel companies have developed a market for cheap long-
stay winter breaks in warmer countries for retired couples.

New Products and Present Markets: Product
Development
Product development is the launch of new products to existing
markets.
a. Advantages

• Products development forces competitors to innovate
• Newcomers to the market might be discouraged.

b. The drawbacks include the expense and the risk.

New Products: New Markets (Diversification)
Diversification occurs when a company decides to make new
products for new markets. It should have a clear idea about
what it expects to gain from diversification. There are two types
of diversification, related and unrelated diversification.
a. Growth New products and new markets should be selected

which offer prospects for growth which the existing product-
market mix does not.

b. Investing surplus funds not required for other expansion
needs: but the funds could be returned to shareholders.

c. The firm’s strength match the opportunity if:
i. Outstanding new products have been developed by the

firm’s research and development department.
ii. The profit opportunities from diversification are high.

Discussion
In the late 1980s many building societies found difficulties
when they diversified into estate agency business.

LESSON 14:
MARKET DEVELOPMENT
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Definition
Related diversification is development beyond the present
product market, but still within the broad confines of the
industry… [it] … therefore builds on the assets or activities
which the firm has developed (Johnson and Scholes). It takes
the form of vertical or horizontal integration’.
Horizontal integration refers to ‘development into activities
which are competitive with or directly complementary to a
company’s present activities. Sony, for example, started to
complete in computer grames.
Vertical integration occurs when a company becomes its own:
a. Supplier of  raw materials, components or services (backward

vertical integration). For example, backward integration
would occur where a milk producer acquires its own dairy
farms rather than buying raw milk from independent
farmers.

b. Distributor or sales agent (forward vertical integration), for
example where a manufacturer of synthetic yarn begins to
produce shirts from the yarn instead of selling it to other
shirt manufacturers.

Advantages of Vertical Integration
a. A secure supply of components or raw materials with more

control. Supplier bargaining power is reduced.
b. Strengthen the relationships and contacts of the

manufacturer with the ‘final consumer’ of the product.
c. Win a share of the

higher profits.
d. Pursue a differentiation

strategy more effectively.
e. Raise barriers to entry.

Disadvantages of
Vertical Integration
a. Over concentration: A

company places ‘more
eggs in the same end-
market basket’ (Ansoff).
Such a policy is fairly
inflexible, more sensitive
to instabilities and
increases the firm’s
dependence on a
particular aspect of
economic demand.

b. The firm fails to benefit
from any economics of
scale or technical
advances in the industry
into which it has

LESSON 15:
RELATED DIVERSIFICATION

diversified. This is why, in the publishing industry, most
printing is subcontracted to specialist printing firms, who can
work machinery to capacity by doing work for many firms.

Example
a. Horizontal integration. Since water and electricity distribution

were privatized in the UK, there have been a number of
changes. Regional water companies have purchased regional
electricity distribution firms. For example, Norweb has been
bought by North West Water. Although the businesses are
very different, they have a very similar customer base, and
cost savings can be achieved by shared billing, accounts
management etc.

b. Vertical  integration. Before privatization, the UK electricity
industry was a state owned monopoly, vertically integrated
from power generation to distribution. Privatisation
effectively split up these two business, to introduce
competition in power generation, so that the regional
distribution companies could buy from a number of
suppliers. However, the power distribution companies
sought to buy a regional distribution company, giving them
a captive market: National Power was set to buy Southern
Electric, but the bid was blocked by the government on the
grounds that it would inhibit competion.

Related diversification 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Raw material 
Production 

Raw material 
supply 

Competitive 
Products 

Complementary 
Products 

Distribution 
outlets 

Components 
Manufacture and 

supply 

Machinery 
Manufacture and 

supply 

 
Transport 

Marketing 
research 

 
Transport 

After-sales 
Service, repairs 

and maintenance 

Backward 
integration 

Horizontal 
integration 

Forward 
integration 

 
MANUFACTURER 
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Definition
Unrelated or conglomerate diversification ‘is development
beyond the present industry into products/ markets which, at
face value, may bear no close relation to the present product/
market.’
Conglomerate diversification is now very unfashionable.
However, it has been a key strategy for companies in Asia,
particularly South Korea.

Advantages of Conglomerate Diversification
a. Risk-spreading: Entering new products into new markets

offers protection against the failure of current products and
markets.

b. High profit opportunities: An improvements of the overall
profitability and flexibility of the firm through acquisition in
industries which have better economic characteristics than
those of the acquiring firms.

c. Escape from the present business. For example, Reed
International moved away from paper production and into
publishing.

d. Better access to capital markets.
e. No other way to grow, Expansion along existing lines might

create a monopoly and lead to government investigations
and control. Diversifications offer the chance of growth
creating a monopoly.

f. Use surplus cash.
g. Exploit under-utilised resources.
h. Obtain cash, or other financial advantages (such as

accumulated tax losses).
i. Use a company’s image and reputation in one market to

develop into another where corporate image and reputation
could be vital ingredients for success.

Disadvantages of Conglomerate Diversification
a. The dilution of  shareholder’s earnings if  diversification is

into growth industries with high P/E ratios.
b. Lack of a common identify and purpose in a conglomerate

organization. A conglomerate will only be successful if it has
a high quality of management and financial ability at central
headquarters, where the diverse operations are brought
together.

c. Failure in one of the businesses will drag down the rest, as it
will eat up resources. British Aerospace was severely damaged
by the effect of a downturn in the property market on its
property subsidiary, Arlington Securities.

d. Lack of management experience in the business area.
Japanese steel companies have diversified into areas
completely unrelated to steel such as personal computers,
with limited success.

LESSON 16:
UNRELATED DIVERSIFICATION

e. No good for shareholders. Shareholders can spread risk quite
easily, simply by buying a diverse portfolio of shares. They
do not need management to do it for them.

Activity

(20 minutes)
A large organization in road transport operates nationwide in
general haulage. This field has become very competitive and
with the recent down-turn in trade, has become only marginally
profitable. It has been suggested that the strategic structure of
the company should be widened to include other aspects of
physical distribution so that the maximum synergy would be
obtained from that type of diversification.
a. Name three activities, which might fit into the suggested

new strategic structure, explaining each one briefly.
b. Explain how each of these activities could be incorporated

into the existing structure.
c. State the advantages and disadvantages of such

diversification.

Withdrawal
It might be the right decision to cease producing a product
and/or to pull out of  a market completely. This is a hard
decision for managers to take if they have invested time and
money or if the decision involves redundancies.
Exit barriers make this difficult.
a. Cost barriers include redundancy costs, the difficulty of

selling assets.
b. Political barriers include government attitudes. Defence is an

example.
c. Marketing considerations may delay withdrawal. A product

might be a ‘loss- leader’ for others, or might contribute to
the company’s reputation for it breadth of  coverage.

d. Psychology: Managers hate to admit failure, and there might
be a desire to avoid a ‘bloodletting’. Furthermore, people
might wrongly assume that carrying on is a low risk strategy,
especially if they (wrongly) feel bound to carry on, as they
have spent money already.

Reasons for Exit
a. The company’s business may be in buying firms, selling their

assets and improving their performance, and then selling
them at a profit.

b. Resource limitations mean that less profitable business have
to be abandoned. A business might be sold to a competitor,
or occasionally to management (as a buy-out).

c. A company may be forced to quit, because of  insolvency.
d. Change of competitive strategy. In the microprocessor

industry, many American firms have left high-volume
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DRAM chips to Asian firms so as to concentrate on high
value added niche products.

e. Decline in attractiveness of the market.
f. Funds can earn more elsewhere.

Section Summary
Product-market strategy can be:
• Penetration: same products, same markets
• Product development: new products, same markets
• Market development: same products, new markets
• Diversification: new products, new markets
• Withdrawal
• Any combination of the above, depending on the product

portfolio.
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Innovation and new Product
Development

New Products
New products feature in a firm’s competitive and marketing
strategies.
a. New and innovatory products can lower entry barriers to

existing industries and markets, if new technology is
involved.

b. The market for any product changes over time and its life.
The interests of the company are therefore best met with a
balanced product portfolio. Managers therefore must plan
when to introduce new products, how best to extend the life
of mature ones and when to abandon those in decline.

A firm should identify its strategy underlying new product
development.
a. Leader strategy: Will the firm gain competitive advantage by

operating at the leading edge of new developments? If yes
there are significant implications for the R&D activity and the
likely length of  product life cycles within the portfolio.

b. Follower strategy: Will the firm be more pro-active, adopt a
follower strategy, which involves lower costs and less
emphasis on the R&D activity? It sacrifices early rewards of
innovation, but avoids its risks. A follower might have to
license certain technologies from a leader (as in the case with
many consumer electronics companies).

What are New Products?
The term new product development encompasses a wide range
of different types of activity ranging form the development of
completely new products and technologies to repackaging of
existing ones. Bear in mind that new products can be:
• New to the market
• New to the company
Booz, Allen and Hamilton identified the following categories,
in a survey of  700 firms
• New to the world: new market 10%
• New product lines to enable a firm to enter a new sector 20%
• Additions to product line 26%
• Repositioning to new segments  7%
• Improvements/revisions 26%
• Cost reductions 11%

Discussion
There are very few true new products that come into the market.

Overview of NPD Process
Key factors for NPD success. A systematic NPD process is
outlined in the diagram on the following page.

LESSON 17:
NEW PRODUCT DEVELOPMENT

Step 1. Idea generation requires the maximum 
number of new ideas to be generated. This 
necessitates an active search of the 
environment and for no suggestion to be 
rejected out of hand. Sources include 
employees, scientists, competitors, customers. 
 

Step 2. Screening sorts the ideas for compatibility 
with organisational strategy, resources, 
distribution channels, competitive advantage 
etc. 
 

Step 3. Concept development and testing is focused 
on customer needs. Can we find a concept 
that wraps the idea up into a package that will 
be adopted by enough consumers? 
Conceptual Positioning maps are often used. 
 

Step 4. Marketing strategy. The next stage is to draft 
a marketing plan including short and long-
term sales, profit and market share objectives 
and the structure of the marketing mix. 
 

Step 5. Business analysis is focused on determining 
whether the product will meet the plan’s 
objectives. Sales forecasting is used with 
estimates firstly on the level and speed of 
first-time sales and secondly the level of 
replacement sales. Costs and profits are also 
estimated. 
 

Step 6. Product development involves the physical 
development of the product in the form of a 
prototype and a substantial increase in 
commitment and investment. Tests are then 
conducted (eg food, for taste and shelf life.) 
 

Step 7. Market testing: Test marketing is often used 
to arrive at a more reliable sales forecast and 
to pre-test marketing plans. Store tests are 
often used in consumer markets with product 
use tests and trade shows used more in 
industrial markets. 
 

Step 8. Commercialisation. Often, market testing is 
omitted and full scale product launch occurs. 
The questions to ask at this stage are: when to 
Launch? Where to launch? Which groups 
should be targeted? How should the product 
be launched? 
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Responsibility for NPD
At strategic level, NPD is ultimately the responsibility of the
board. NPD requires, at different stages, the co-operation of
R&D, marketing and production departments.
• The marketing department should identify the opportunity.
• The designers should, ideally, develop the product so that it

satisfies customer’s need.
• The products should be designed also to be produced in the

most cost-effective way.
The ideal management structure for the NPD process involves:
• Clear, realistic planning targets.
• A project manager to drive the project, perhaps with a

sponsor at Board level.
A key relationship is that between marketing personnel and
R&D. The danger is that NPD will be ‘owned’ by R&D, so
technically perfect products are produced which do not meet
customer needs profitably.
The relationship of the R&D department with marketing
personnel is sometimes problematic.
a. Cultural: The R&D department may have an ‘academic’ or

university atmosphere, as opposed to a commercial one.
b. Organisational: If R&D consumes substantial resources, it

would seem quite logical to exploit economies of scale by
having it centralized.

c. Work: Marketing work and R&D work differ in may
important respects. R&D work is likely to be more open
ended than marketing work.

Discussion
Many technological products are too focused on being techni-
cally superior rather than customer focused.
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Why R&D Should be More Closely Co-ordinated with Marketing
a. If  the firm operates the marketing concept, then the identification of  customer need’s should be a vital input to new product

development.
b. The R&D department might identify possible charges to product specifications so that a variety of marketing mixes can be tried

out and screened.

LESSON 18:
NEW PRODUCT DEVELOPMENT (CONTD.)

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Coordinate, 
stimulate and 
search for ideas in 
external  
environment and 
along company 
personnel 

Conduct 
Engineering tests 
Consumer 
preference tests 
Branding 
Packaging 

Identity 
Company factors 
Their weights 

Develop 
alternative product 
concepts 

Propose: 
Price 
Distribution 
Promotion 
 

Prepare: 
Market analysis 
Cost analysis 

Buy equipment 
and go into full 
production and 
distribution 

1. Idea generation. Is 
the particular idea 
worth considering? 

2. Idea screening. Is the 
product idea compatible 
with company 
objectives, strategies and 
resources? 

3. Concept development and 
testing. 
Is there a good concept for 
the product that consumers 
say they would try? 

4. Marketing strategy 
development. Is there a 
cost effective. affordable 
marketing strategy? 

Go into limited 
production, 
prepare advertising 

5. Business analysis. 
Does product meet 
profit goals? 

6. Product 
development. Is the 
product sound 
technically and 
commercially 

7. Market testing. 
Have product sales 
met our expectations? 

8. Commercialisation. 
Are product sales 
meeting our 
expectations? 

GO 
AHEAD 

7. Market testing. 
Have product sales 
met our expectations? 

7. Market testing. 
Have product sales 
met our expectations? 

ABANDON 
PRODUCT 

No 

No 

No 

No 

No 

No 

No 

No 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes Yes 

Yes 

Yes 
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Example
Nestle once had a central R&D function, with regional develop-
ment centers. The central R&D function was involved in basic
research. ‘Much of  the lab’s work was only tenuously connected
with the company’s business… When scientists joined the lab,
they were told “Just work in this or that area. If you work had
enough, we’re sure you’ll find something”. ‘ The results of this
approach were:
• The research laboratory was largely cut off from

development centers.
• Much research never found commercial application.
Nestle reorganized the business into strategic business units
(SBU’s). Formal links were established between R&D and the
SBUs. This means that research procedures have been changed
so that a commercial time horizon was established.
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The Purpose of test of test  marketing is to obtain informa-
tion about how consumers react to a new product – ie will they
buy it, and if  so, will they buy it again?
• The total market demand for the product can be made
• The product/service can be amended
• Other aspects of the marketing mix can be changed
A test market involves testing a new consumer product in
selected areas which are thought to be ‘representative’ of the
total market. In the selected areas, the firm will attempt to
distribute the product through the same types of sales outlets it
plans to use in the full market launch, and also to use the
advertising and promotion plan it intends to use in the full
market.

Characteristics of a Good Test Marketing Exercise

Size of market The test market area should be large enough 
to be representative of how the ‘full’ market 
might behave, but not so large as to be 
almost as expensive as a full national market 
launch. 
 

Time The test period should be sufficiently long to 
give customers time to become aware of the 
product, and to monitor not only initial sales 
demand but also ‘repeat buying’ habits. 
 

Representative The test market must be as closely 
representative of the national market as 
possible. 
 

Promotional 
facilities 

One of the television regions could be used 
as a test area. 

 

Benefits of Test Marketing
a. The company can pre-test a planned marketing mix. For

example, they may be able to identify product faults not
identified at the development stage, or they may discover
potential distribution problems.

b. Expensive product failure may be avoided.
c. Results from the test market may enable the company to

prepare more accurate sales forecasts.
d. The costs and risks of a full time launch are postponed.

Disadvantages of Test Marketing
i. Unless the test market area is typical of the market as a

whole, the information obtained about potential demand
will be biased and misleading.

LESSON-19
TEST MARKETING

ii. A length test market will alert competitors to what the firm
is planning to do, and give them time to prepare their own
response to the new product.

iii. Only a small sample will be used, which raises statistical
problems.

iv. Consumers may be aware of the test and distort their
answers accordingly.

v. Estimates for the future cannot reliably be based on results
recorded today.

vi. Competitors may decide to sabotage the test, for example by
flooding the are with increased advertising activity.

vii. It is difficult to translate national media plans into local
equivalents.

viii. Some goods, for example consumer goods such as
household furniture, have lengthy repurchase cycles which
would make test marketing far too lengthy to be of any
practical forecasting value.
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Other Forms of Experimentation
(Different from Test Marketing)
a. Simulated store technique (or laboratory test markets). In

these tests, a group of shoppers are invited to watch a
selection of advertisements for a number of products,
including an advertisement for the new product. They are
then given some money and invited to spend it in a
supermarket or shopping area. Their purchases are recorded
and they are asked to explain their purchase decisions (and
non-purchase decisions).

b. Controlled test marketing. In these tests, a research firm pays
a panel of stores to carry the new product for a given length
of time. This test helps to provide an assessment of ‘in-
store’ factors.

Discussion
Many product failures could be prevented if adequate market
testing was undertaken.
Reasons for Failure

LESSON 20:
FORMS OF EXPERIMENTATION

b. Creative ideas must then be rationally analysed (in ‘cold water
thought sessions’) to decide whether they provide whether
they provide a viable (commercial etc) proposition.

Discussion
Innovation can be managed.
In an article in Marketing Business (April 2000), Ty Francis
exposes ten myths about innovation. In his view:
i. Innovation does not depend on doing extensive market

research. Creativity is more important than collecting more
data.

ii. Innovation requires huge creative leaps into the unknown
that change the entire company. As Francis puts it, there is no
place in today’s business environment for ‘steady-as-she-goes
incrementalism’.

iii. Innovation is the responsibility of the entire enterprise.
Focusing on existing products and customers will achieve
nothing. Functional responsibilities need to be disregarded:
‘if you do what you’ve always done you’ll get the results
you’ve always had’.

iv. Innovation is about more than simply intellectual
endeavour. Core creative competencies are needed, and a
creative competencies are needed, and a creative culture needs
to be stimulated.

v. Innovation is not just about NPD. Innovation may simply
mean a new process or a new component material for an
existing for an existing product. The biggest returns came
from innovative strategy.

vi. Where innovation is concerned, the future is happening now.
Organizations need to get away from a problem solving
orientation, and become more involved in creating their
future rather than simply planning for it.

vii. Innovation should not just occur quickly and under duress
when a company is desperate. Real innovative break
throughs need proper consideration and thought.

viii. There is no such thing as a foolproof or faddish toolkit for
innovation. Commercially viable innovations only come
from a proper knowledge of  the company’s abilities and its
industry.

ix. Innovation is not a mechanistic business process, but rather
a way of working that should colour everything the company
does. ‘In a very real sense, innovation is better approached as
an art form rather than a science.’

x. Innovation does not live off existing brands and products.
Companies must move on. Strong brands can actually stifle
innovation, and in any case some competitors are always
going to be able to copy what you do.

According to Francis: ‘Building innovation… is the only way to
achieve significant and sustainable competitive advantage.’

Reason Comment 
Poor 
Commitment 

NPD is a sideline; managers want to do 
NPD, but are unwilling to risk the 
resources to develop the competences 
necessary 
 

Poor thinking Designers and promoters of NPD within 
the organization have their own interests 
to pursue and downplay potential 
problems. 
 

Poor execution Many NPD processes involve uncertain 
outcomes but the product is wanted in 
an unrealistic timescale. 
 

Poor Management The research process for NPD may not 
be run properly 
 

Poor marketing The product might fail because of poor 
marketing research or by poor marketing 
 

Poor analysis Both the process of NPD and the 
product can be more time consuming 
and expensive than anticipated. 

 
Creativity and Innovation
Creative ideas can come from anywhere and at any time, but if
management wish to foster innovation they should try to
provide an organization structure in which innovative ideas are
encouraged to emerge.
a. Innovation requires creativity: Creativity may be encouraged

in an individual or group by establishing a climate in which
free expression of abilities is allowed. ‘Hot water thought
sessions’ (brainstorming etc) could be used.
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The chief object of being innovative is to ensure organisational
success in a changing world. It can also have the following
advantages.
a. Improvements in quality of  products and service
b. A leaner structure – layers of management or administration

may be done away with
c. Prompt and imaginative solutions to problems
d. Less formality in structure and style, leading to better

communication
e. Greater confidence inside and outside the organization in its

ability to cope with change
Innovation and new product development (NPD) is therefore
essential for many firms to survive and prosper. It is an
increasingly important area.

Definition
Innovation audit: a critical assessment of  the firm’s innovation
record, the internal obstacles to innovation and how perfor-
mance can be enhanced.
A firm needs to assess how well it is able to deliver the level and
type of innovation necessary to continue to meet customer
needs and expectations. Drummond and Ensor (1999) identify
four key areas for the innovation audit.
• The current organizational climate
• Measures of  the organization’s current performance with

regard to innovation
• Review of policies and practices supporting innovation and

facilitating it
• The balance of styles of the management team

Organisational Climate
Barriers to innovation include the following.

a. Resistance to Change
Any new method of management thinking can experience some
resistance from established managers. This resistance may be
due to concern to protect the status quo, or because managers
are ignorant of  the new thinking. Integrating marketing
communications seems so obvious that it may be overlooked
or seen as a superficial approach.

b. Old Planning Systems
Old planning systems have sometimes downgraded promo-
tional decisions to the tactical level. Advertising expenditure is
decided on the basis of what the company can afford rather
than what it strategically required. Promotional is seen as a series
of short-term actions rather than what is strategically required.
Promotion is seen as a series of short-term actions rather than
as a long-term investment.

LESSON 21:
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c. Old Structures/Functional Specialists
Complementing traditional planning systems are traditional
organization structures. These structures freeze out new
thinking on integrated marketing communications strategy.
Individuals have limited specific responsibilities – Just for
advertising, say, or just for public relations -  and this inhibits
new thinking on integration.

d. Centralised Control
If the chief executive keeps tight control of the organization
and of its planning and is unconvinced either of the benefits of
marketing communication or of integrated marketing commu-
nications then the new integrated approach will not happen.

e. External Agencies
External agencies have formerly been organized in specialist
areas such as advertising

f. Cost Consideration
Replacing all old promotional materials with a new integrated
set has cost implications.

Methods of Overcoming these Barriers
Include those described below.

a. Top Management Commitment
The most effective way of overcoming these barriers to change
is through the commitment of top management. The chief
executive in particular needs to be convinced of the appropriate-
ness of the new thinking and be enthusiastic about its
implementation throughout the organization.

b. Marketing Reorganization
One way in which the chief executive can take advice is through
a reorganization of the marketing function in the organization.
In particular the company should seriously consider the
appointment of an individual with overall responsibility for
brining about the adoption of an integrated marketing
communications program throughout the organization.

c. Training and Development
It is one thing to change attitudes. It is another thing to be in a
position to know exactly what to do. The integration of a
marketing communications programme is not an easy or a
short term task. It needs the services of  individuals chosen to
implement any new programme must be enthusiasts capable of
overcoming resistance to change.

d. Communications as a Competitive Advantage
Those with responsibility for implementing an integrated
marketing communications programme must do so with the
objective of developing communications as a sustainable, long
term competitive advantage.

e. Producing the Results
Nothing succeeds like success. Producing the business results as
a consequence of effective marketing communications will
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boost confidence and gain management converts to the new
thinking on an integrated approach.

Encouraging Innovation
To encourage innovation the objective for management should
be to create a more outward-looking organization.
• People should be encouraged to look for new products,

markets, processes and designs
• People should seek ways to improve productivity.
Thomas Attwood suggests the following steps for creating an
innovative  culture from one which has previously existed in a
cosy, unthreatening world.
• Ensure management and staff know what innovation is and

how it happens
• Ensure that senior managers welcome, and are seen to

welcome, changes for the better
• Stimulate and motivate management and staff to think and

act innovatively
• Understand people in the organization and their needs.
• Recognise and encourage potential ‘entrepreneurs’
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An innovation strategy calls for a management policy of giving
encouragement to innovative ideas. This will require the
following.
a. Giving financial backing to innovation, by spending on R&D

and market research and risking capital on new ideas.
b. Giving employees the opportunity to work in an

environment where the exchange of ideas for innovation can
take place. Management style and organization structure can
help here.
i. Management can actively encourage employees and

customers to put forward new ideas.
ii. Development teams can be set up and an organization

built up on project team-work.
iii. Quality circles and brainstorming groups can be used

to encourage creative thinking about work issue.
c. Where appropriate, recruitment policy should be directed

towards appointing employees with the necessary skills for
doing innovative work. Employees should be trained and
kept up to date.

d. Certain managers should be made responsible for obtaining
information from outside the organization about innovative
ideas, and for communicating this information throughout
the organization.

e. Strategic planning should result in targets being set for
innovation, and successful achievements by employees
should if possible be rewarded.

Measures of Performance
This may include measures such as the rate of successful new
product development and  related sales over the past years, or
customer satisfaction ratings.
Customer satisfaction ratings:  An important input to innova-
tion is the degree of customer satisfaction both from the
product itself  and service levels.
a. Customer satisfaction can be measured on a scale (eg from

highly satisfied to highly dissatisfied).
b. Customers can also be asked to identify which features of a

service/product they found most useful.
c. Firms should actively measure customer satisfaction, rather

than simply react to complaints.

Performance 
 
 

 
 
 
 

 

 
 
 

 Low 

Innovate 

High 

High Low 

Importance 
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Clearly, a firm should be most concerned about matters of  high
importance with ‘low’ performance. Innovation may be
necessary to ensure that high performance is achieved on
matters of high importance.

Innovation/value Matrix
1. A similar methodology can apply to innovation and its value

to the customer.  Clearly, the best sort of  innovation gives
highest customer value for the lowest cost or effort.
Businesses can be categorized between those that offer the
normal level of innovation and market value, those that
offer some improvement on the offerings of competition,
and finally those that offer significant innovations and value
for the customer.

2. There is a danger that too many innovations can, in fact,
confuse the customer.  Recent  research has encouraged some
companies (such as Procter& Gamble) to reduce the variety
of goods on offer.

3. The innovation process should consider both the technology
and customer needs.

4. For example, once the limitations of the silicon chip are
reached, optical computers might be invented.  In some
cases, instead of technical developments being used to
predict future technologies, future social developments being
used to predicted, in order to predict future customer needs.
The likely technologies which will satisfy these needs can then
be considered.

The Management Team
The management team are key in setting the scene for innova-
tion.  The management team is also a critical influence on
corporate culture.  Belbin drew up a list of the characteristics of
an ideal team.
Member Role
Co-ordinator Presides and co-ordinates; balanced,

disciplined, good at working through
others.

Shaper Highly stung, dominant, extrovert,
passionate about the task itself, a spur to
action.

Plant Introverted, but intellectually dominant
and imaginative; source of ideas and
proposals but with disadvantages of
introversion.

Monitor-Evaluator Analytically (rather than creatively)
intelligent; dissects ideas, spots flaws;
possibly aloof, tactless – but necessary.

Resource-investigator Popular sociable, extrovert, relaxed;
source of new contacts, but not an
originator; needs to be made use of.
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Implementor Practical organizer, turning ideas into
tasks; scheduling, planning and so on;
turstowrthy and efficient, but not
excited; not a leader, but an administra-
tor.

Team workerFinisher Most concerned with team maintenance
– supportive, understanding, diplo-
matic; popular but uncompetitive
contribution noticed only in
absence.Chivvies the team to meet
deadlines, attend to details, urgency and
follow-through important, though not
always popular.

The dynamics of the management team affects how it perceives
the work environment.

Definition
The recipe, according to Johnson and Scholes, is an evolving set
of beliets, a way of looking at the world, and a way of inter-
preting based on management’s shared experience.
Although the environment poses strategic questions, it is
people who sense of it and devise strategies.  Whilst the recipe
provides cultural coherence it can impede strategic renewal.  If
the corporate strategy is failing, a company will:
1. Place tighter controls over implementation (eg give tougher

performance targets to sales staff); but if this fails….
2. Develop a new strategy (eg sell in a new market); but if this

fails as well …
3. Only now will the company abandon the recipe (eg realize

that the product is obsolete).
This is significant if  it impacts on the management team’s
attitude to innovation. A management team might be unbal-
anced if it has too many ‘ideas’ people and not enough
implementers able to bring projects to fruition.
To summarise here are some suggested stages for an innova-
tion audit.

Step 1. Benchmark with leading competitors. For example, 
many motor firms regard the rate and speed of NPD 
as something they must emulate. 
 

Step 2. Indentify performance indicators for innovation and 
compare with previous years (Davidson), such as the 
rate of NPD. 

• Number of innovations 
• Success rate (more important than 

quantity) 
• Percentage of revenue derived from 

innovations (3M has a target) 
• Incremental sales resulting from innovation 
• Average annual sales per new 

product/service 
Note that if a higher percentage of revenue comes 
from innovation then incremental products, it looks 
as if innovatory products are cannibalising existing 
sales. 
 

Step 3. Identify obstacles to innoyation which typically 
reside in the corporate culture of structure. 
 

Step 4. Recommend innovation objectives. 
 

Activity
Bowland Carpets Ltd is a mojor producer of carpets within the
UK. The company was taken over by its present parent
company, Universal Carpet Inc, in 1993. Universal Carpet is a
giant, vertically integrated carpet manufacturing and retailing
business, based within the USA but with interests all over the
world.
Bowland Carpets operates within the UK in various market
segments, including the high value contract and industrial
carpeting area – hotels and office blocks etc – and in the
domestic (household) market. Within the latter the choice is
reasonably  wide ranging from luxury carpets down to the
cheaper products. Industrial and contract carpets contribute 25%
of Bowland Carpets’ total annual turnover which is currently
£80 million.  During the late 1980s the turnover of the
company was growing at 8% per annum, but since 1992 sales
have dropped by 5% per annum in real terms.
Bowland Carpets have traditionally been known as a producer
of high quality carpets, but at competitive prices.  It has a
powerful brand name, and it has been able to protect this by
producing the cheaper, lower quality products under a secondary
brand name.  It has also maintained a good relationship with
the many carpet distributors throughout the UK, particularly
the mainstream retail organizations.
The recent decline in carpet sales, partly recession induced, has
worried the US parent company.  It has recognized that the
increasing concentration within the European carpet manufac-
turing sector has led to aggressive competition within a low
growth industry.  It does not believe that overseas sales growth
by Bowland Carpet is an attractive proposition as this would
compete with other Universal Carpet companies.  It does,
however, consider that vertical integration into retailing (as
already practiced within the USA) is a serious option.  This
would give the UK company increased control over its sales and
reduce its exposure to competition.  The president of the
parent company has asked Jeremy smiles, managing director of
Bowland Carpets, to address this issue and provide guidance to
the US board of directors.  Funding does not appear to be a
major issue at this time as the parent company has large cash
reserves on its balance sheet.

Required
a. To what extent do the distinctive competences of Bowland

Carpets conform with the key success factors required for the
proposed strategy change?

b. Suggest and discuss what might be the prime entry barriers
prevalent in the carpet retailing sector.

c. In an external environmental analysis concerning the
proposed strategy shift, what are likely to be the key external
influences which could impact upon the Bowland Carpets’
decision?
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Pricing Decisions

Factors to Consider when Making Pricing Decisions
The selling price of a product should exceed its average unit cost
in order to make a profit, but cost is only one of the factors to
bear in mind when setting a price.
a. The organisation’s objectives.  Although we generally

assume that an organisation’s objective is to maximise profit,
it could be that increased market share, maximisation of
sales revenue, to be known as a supplier of luxury goods or
to provide a service to the community is the objective.

b. The market in which the organisation operates.  If the
organisation is operating under conditions of perfect
competition (many buyers and many sellers all dealing in an
identical product), neither producer nor user has any market
power and both must accept the prevailing market price. If
the organisation is in the position of a monopolist (one
seller who dominates many buyers), it can use its market
power to set a profit-maximising price. Most of British
Industry can be described as an oligopoly (relatively few
competitive companies dominate the market). Whilst each
large firm has the ability to influence market prices, the
unpredictable reaction from the other giants makes the price
difficult to determine.

c. Demand.  Economic theory suggests that the volume of
demand for a good in the market is influenced by variables
such as the price of the good, price of other goods, size and
distribution of household income, tastes and fashion,
expectations and obsolescence. The volume of demand for
one organisation’s good rather than another’s is influenced
by three principal factors: product life cycle, quality and
marketing.
i. Product life cycle.  Most products pass through the

phases of introduction, growth, maturity and decline.
Different versions of the same product may have
different life cycles, and consumers are often aware of
this. For example, the prospective buyer of a new car is
more likely to purchase a recently introduced Ford than
a Vauxhall that has been on the market for several
years, even if there is nothing to choose in terms of
quality and price.

ii. Quality.  One firm’s product may be perceived to be
better quality than another’s. Other things being equal,
the better quality good will be more in demand than
other versions.

iii. Marketing.  The ‘four Ps’ of  the marketing mix (or 7
Ps for services) all influence demand for a firm’s goods
or services.

d. Price elasticity of demand.  The price an organisation
charges will be affected by whether demand for an item is

LESSON 23:
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elastic (a small change in the price products a large change in
the quantity demanded) or inelastic (a small change in the
price produces only a small change in the quantity
demanded)

Example
When your biggest brand launch in three decades succeeds only
on its price – especially when you have spent an estimated £20
million on advertising it – something has gone wrong.
This was the situation faced by the UK’s biggest tobacco
manufacturer Gallaher, which launched its mid-market cigarette
brand Sovereign in an effort to claw back share from Imperial’s
buoyant Lambert & Butler brand.
L & B’s share has been growing rapidly at the expense of more
glamorous premium brand such as Gallaher’s Benson &
Hedges and Silk Cut, as smokers switch to cut-price cigarettes
(which now account for nearly one-third of the market) in the
face of relentless tax hike and price rises.

Marketing Week
e. Costs. An organisation has to decide whether a price should

be based on fully absorbed cost or marginal cost.

The Company
Pricing is a key decision as it can very easily affect margins and
profit.

A B
£ £

Price 10 9.50
Cost 8 8.00
Profit 2 1.50
B is priced at 5% cheaper than A, but is 25% less profitable. In
other words, a 5% cut in price leads to a 25% cut in profit.
Clearly more of the unit will have to be sold to make up the
shortfall.
The problem is that the cost of producing something is not
determined by the price charges. As firms aim to make profits
for shareholders, prices re often set with costs in mind, as a
floor. The marketer thus does not have complete freedom to
determine prices.
f. Competition.  When competitors sell exactly the same

product in the same market, price differences are likely to
have a significant effect on demand. For example, the price
of petrol as filling stations in a local area will be much the
same. When organisations sell similar products which are
not exactly identical, or where the geographical location of
the sales point is of some significance, there is more scope
for charging different prices.

g. Inflation.  An organisation should recognise the effects of
inflation on its pricing decisions. When its costs are rising, it
must try to ensure that its prices are increased to make an
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adequate profit or to cover its costs (in the case of non-
profit-making organisations).

h. Legislation.  Certain organisations have their prices
controlled by legislation or regulatory bodies.

i. Availability of substitutes.  When an organisation is
making a pricing decision it must take into account
products/services that customers could switch to if they
were not happy with the price set.

Example
Developing drugs to combat AIDS has been expensive. The
prices charged put the treatment way out of reach of sufferers in
poorer countries where AIDS is prevalent. Some say that this
pricing strategy is unethical. Others say that the money spent
researching into drugs for AIDS could be spent on dealing with
other life-threatening illnesses in poorer countries. Price does
have ‘ethical’ connotations.
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Full Cost Plus Pricing
A traditional approach to pricing products is full cost plus
pricing.

Definition
Full cost plus pricing is a method of determining the sales
price by calculating the full cost of the product and  adding a
percentage mark-up for profit
A business might have an idea of the percentage profit margin
it would like to earn and so might decide on an average profit
mark-up as a general guideline for pricing decisions. The
percentage profit mark-up does not have to be fixed, but can be
varied to suit the circumstances. In particular, it can be varied to
suit demand conditions in the market.
This approach to pricing fails to recognise that since demand
may be determined by price, there will be a profit-maximising
combination of price and demand.
The advantage of full cost plus pricing is that since the size of
the profit margin can be varied at management’s discretion, a
decision based on a price in excess of full cost should ensure
that a company working at normal capacity will cover all its fixed
costs and make a profit. It is also a simple and quick method.

Marginal Cost Plus or Mark-up Pricing
Instead a pricing products or services by adding a profit margin
on to full cost, a business might add a profit margin on to
marginal cost. This is sometimes called mark-up pricing.

Definition
Marginal cost plus pricing/mark up pricing is a method of
determining the sales price by adding a profit margin on to
marginal cost.
The advantages of a marginal cost plus approach to pricing are
as follows.
a. It can be adjusted to reflect demand conditions.
b. It draws management attention to contribution and the

effects of higher or lower sales volumes on profit.
c. Mark-up pricing is convenient where there is a readily

identifiable basic variable cost. Retail industries are the most
obvious example, and it is quite common for the prices of
goods in shops to be fixed by adding a mark-up (20% or
331/3%, say) to the purchase cost. The price must of course
be high enough to ensure that a profit is made after covering
fixed costs.

Minimum Pricing
A minimum price is the price that would have to be charged so
that the incremental costs of producing and selling the item,
and the opportunity costs of the resources consumed in
making and selling the item, are just covered. A minimum price
would leave the business no better or worse off than if it did
not sell the item.

LESSON 24:
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Two essential points about a minimum price are as follows.
a. It is based on relevant costs.
b. It is unlikely that a minimum price would be charged because

it would not provide the business with any profit. However,
the minimum price for an item shows the absolute
minimum below which the price should not be set and the
incremental profit that would be obtained from any price
that is charged in excess of the minimum.

Limiting Factor Pricing
Another approach to pricing might be taken when a business is
working at full capacity, and is restricted by a shortage of
resources from expanding its output further. By deciding what
target profit it would like to earn, it could establish a mark-up
per unit of limiting factor.

The Demand-based Approach to Pricing
We have now looked at a variety of cost-based approaches to
pricing. Demand-based approaches are less common and more
difficult to set.
a. Price theory or demand theory is based on the idea that a

connection can be made between price, quantity demanded
and sold, and total revenue. The theory of demand cannot
be applied in practice, however, unless realistic estimates of
demand at different price levels can be made.

b. In practice, businesses might not make estimates of demand
at different price levels, but they might still make pricing
decisions on the basis of demand conditions and
competition in the market. When competitors sell exactly the
same product in the same market, price differences are likely
to have a significant effect on demand.

Example
This is the case with oil companies and the price of petrol at
filing stations: different companies sell the same product and
so, within a local areas, the prices charged at each station
(whether BP, Shell, Esso or Texaco) will be much the same. If
they were not, customers would go to the cheapest place.
When companies sell similar products which are not exactly
identical, or where the geographical location of the sales point is
of some significance, there is more scope for charging different
prices. Even so, the prices charges by competitors cannot be
ignored altogether. Price differences can be achieved in a number
of ways.
a. Through product quality
b. Through design differences (motor cars are an obvious

example)
c. Through geographical location
d. Through brand loyalty.
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Example
The prices of crossing the English Channel by ferry vary
between different ports of departure. Holidays flights from
different regional airports may attract varying regional supple-
ments.
An average price strategy and a lowest price strategy are tow
forms of price strategy based on what competitors charge.
a. An average price strategy is to set prices which are average

for the industry and might be adopted either if the products
sold by all firms in the market are roughly the same or if the
company does not wish to be an aggressor in the market, for
fear of provoking a price war or increased competition.

b. A lowest price strategy is to set the lowest prices available.
A lowest price strategy might be associated with aggression
in the market, in order to attract more customers or with
products of  a lower quality.

Pricing and Market Share
Generally speaking, price cuts to increase market share will be
matched by competitors in some way.  If  a rival firm cuts its
prices in the expectation of increasing its market share, a firm
has the following options.
a. Maintain its existing prices.  This would be done if the

expectation is that only a small market share would be lost,
so that it is more profitable to keep prices at this existing
level.

b. Maintain prices but responding with a non-price
counter-attach. This is a more positive response, because
the firm will be securing or justifying its current prices with a
product change, advertising, or better back-up services, etc.

c. Reduce prices. This should protect the firm’s market share
so that the main beneficiary from the price reduction will be
the consumer.

d. Raise prices and respond with a non-price counter-
attack. A price increase would be based on a campaign to
emphasise the quality difference between the rival products.

Example
During the summer of 1995 Superdrug, the fast-growing
discount drugstore company, cut its branded suncare prices by
25%, in a healine-grabbing price offensive. Days after Superdrug
acted Boots, Britain’s largest chemists chain, announced 30%
price cuts. These strategies were repeated during the summer of
1996 in the Baked Bean wars, when the price of own-brand
baked beans in large retailers such as Sainsbury and Tesco fell to
9p in a bid to see off the low price strategy of Kwik-Save.
Recently the supermarkets indulged in a price war over white
bread, which saw loaves priced as low as 9P.
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New Product Pricing Strategies
A new product pricing strategy will depend on whether the
product is the first of its kind on the market, in which case the
company will be able to set a price at which it thinks its profits
will be maximised, or if  it is following a competitor’s product
on to the market, in which case the pricing strategy will be
constrained by what the competitor is doing. There are two
alternative strategies
a. Market penetration pricing is policy of low prices when

the product is first launched in order to obtain sufficient
penetration into the market. A penetration policy may be
appreciate in the following circumstances.
i. If the firm wishes to discourage entrants into the

market.
ii. If the firm wishes to shorten the initial period of

product’s life cycle in order to enter the growth and
maturity stages as quickly as possible

iii. If there are significant economies of scale to be
achieved from a high volume of output, so that quick
penetration into the market is desirable in order to gain
unit cost reduction.

iv. If demand is highly elastic and so would respond well
to low prices.

b. In contrast, market skimming involves charging high prices
when a product is first launched and spending heavily on
advertising and sales promotion to obtain sales. As the
product moves into the later stages of its life, progressively
lower prices will be charged. The aim of market skimming is
to gain high unit profits early in the product’s life.

Product Mix Pricing Strategies
The strategy for setting a price often has to be changed when the
product is part of a product mix. The organisaiton look a set
off  prices that maximise the profit onto total mix. Various
pricing strategies exist.
a. Product line pricing involves developing a product line in

which each successive item in the line offers more features
higher quality for a higher price. If the price difference
between two successive products is small, buyers will usually
buy the more advanced better quality product. If the cost
difference is smaller than a price difference, profits are
increased, and the profitability of the line as a whole is
maximised.

b. Optional product pricing involves selling optional or
accessory products along with the main product. For
example a car buyer can order electric windows and a sunroof.

c. Captive product pricing involves selling products that
must be used along with a main product. The main products
(such as razors) are priced low and the related products (such
as blades) are priced high. In the case of  services this strategy

LESSON 25:
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is called two-part pricing. The price of  the service is broken
down into a fixed fee (entry into an amusement park) plus a
variable usage rate (fees for food and rides).

d. By-product pricing involves accepting any price for a low
value by-product that covers more than the cost of storing
and delivering it. The price of the main product can then be
reduced to make it more competitive.

e. Product bundle pricing involves combining several
products and offering the whole bundle at a reduced price.

Example
Hotels sell specially-priced package which include room, meals
and entertainment. Entire holidays, especially in the Caribbean
are now sold on this all-inclusive basis, covering everything
from flights to jet ski hire.
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Basic prices may need to be adjusted to account for customer
differences and changing situations. There are a number of
relevant strategies.

Discount Pricing and Allowances
i. Cash discount is a price reduction for buyers who pay their

bills promptly.
ii. Quantity discount is a price reduction for buyers who buy

large volumes.
iii. Trade discount (also called a functional discount) is a price

reduction given to an intermediary for performing certain
functions such as storage.

iv. Seasonal discount is a price reduction for buyers who buy
products or services out of season, such as cheaper hotel
prices in the winter.

v. Allowances include trade in allowances and promotional
allowances.

Activity 4

(5 minutes)
What are the disadvantages of offering price discounts to cash
customers in an attempt to increase customer numbers?

Discriminatory Pricing
Where a company can sell to two or more separate markets, it
might be able to charge a different price in each market to
maximise its profit. There several ways in practice by which price
discrimination can be exercised.
i. Negotiation with individual customers. For example,

customer A might buy a video cassette recorder from Firm X
for £600 cash whereas customer B might buy the same item
and negotiate a discount for cash of, say, 10%.

ii. On the basis of quantities purchased. Bulk purchase
discounts are a well-established form of price discrimination,
offering favourable prices to large customers.

iii. By product type. This involves some form of product
differentiation so that customers in one market segment will
buy a product basically similar to (but different from) a
product sold to another market segment, but at a different
price. Example of price discrimination through product
differentiation are to be found in the sale of clothing and
cars (customers may pay disproportionately higher amounts
for as car with a larger engine capacity or a more comfortable
interior).

iv. By time. Example are services with peak time and off-peak
tariffs, such as hotel accommodation in holiday resorts and
charges for telephone calls.

v. By location. Higher prices may be charged in some locations
than in others so that a firm with several branches in various
towns may set different prices in each branch. Branches in

LESSON 26:
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remote locations might set higher prices and in poorer areas
that might set lower prices.

For price discrimination to be successful, certain market
condition must exist.
i. The product must enjoy dominant position in the market,

perhaps as a monopolist or as the provider of a branded
product or quality product which commands a high degree
of customers loyalty

ii. Where price discrimination is exercised on the basis of
individual negotiation of by geographical area, there must be
no opportunity for rivals to buy the product at the cheaper
price and sell it at a competitive higher price to the higher
priced market

Example
Many supermarkets and multiple retail stores sell their ‘own
label’ products, often at a lower price than established branded
products. The supermarkets or multiple retailers do this by
entering into arrangements with manufacturers, to supply their
goods under the ‘own brand’ label. This is a form of price
discrimination.

Psychological Pricing
considers the psychology of prices and not simply the eco-
nomic. The price is used to say something about the product.

Promotional Pricing
involves temporarily pricing products below list price, and
sometimes below cost, to increase short-run sales.
i. Loss leaders are used to attract customers in the hope that

they will buy other goods at normal mark-up.
ii. Special event pricing might be used in certain seasons.
iii. Cash rebates are offered to customers who buy the product

from dealers within a specified time.
iv. Discounts may be offered.

Example
‘Everyday low pricing strategies – the policy of scrapping
promotional in favour of  sharp, permanent price cuts – were
pioneered by Procter & Gamble in the US where they helped the
company reclaim market share from competing brands and
“own label” products.
The latest company to adopt this strategy is Esso which
launched its “Pricewatch” initiative offering “normally unbeat-
able” prices within a distance of three miles. The policy was
introduced after research showed that customers valued lower
prices above collections and promotional. Asda in the UK tries
to differentiate itself from rivals by emphasising its “perma-
nently low prices”.
The logic of getting away from promotional is supported by
research which shows that promotions are only taken up by
people who were already customers.’
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Financial Times

Geographical Pricing Strategies
cover different freight charging strategies (which depend on the
location of customers)

Discount Policy and Competitive Bidding
The purpose of discounts is to encourage more sales (or earlier
payments). The cost of discounts should not exceed the
benefits from extra sales or earlier payment, and the size of
discounts offered should not be excessive. After all, why offer a
15% discount for a sale if the customer would still buy if he
obtained a 10% discount?
Discounts help to make a firm’s products more price-competi-
tive, but the size of discount that can be offered must depend
on the variable cost/sales price ratio. For example, a firm whose
variable costs are 25% of the gross sales price will have more
flexibility with discount policy than a firm whose variable costs
are 80% of  the gross sales price, because it has a bigger contri-
bution margin to play with. Stepped discounts, i.e. bigger
discounts rising in steps for bigger sales orders, must also be
planned carefully, and the size of  the price breaks should be
sensible.
Competitive bidding calls for the preparation of data for the
purpose of submitting a bid to a potential customer, in the hope
of securing his order. There will be three factors in the customer’s
choice of supplier from among the tenders submitted.
a.The price itself
b. Performance, especially if  the product is new and largely

untested in the open market, reliability, service etc
c. Financial matters, such as inflation (and cost escalation

clauses) and foreign exchange rates (for overseas contracts),
export credit insurance

Co-operation is needed between the accounting and marketing
departments of a bidding company because a balance has to be
drawn between putting in a bid which is too low to make an
adequate profit, but keeping the bid low enough to stand a
good chance of winning the contract.  Consideration must be
given to the following.
a. The contribution to profit that would be obtained from

the contract
b. The consequences for the company if it failed to win the

order
c. The probability of winning the order, which might be

assessed on the basis of past experience
d. Possible non-price product differentiation in favour of

the supplier eg quality of service, reliable delivery times,
finance facilities offered.

Other Pricing Decisions
Promotional prices are short-term price reductions or price
offers which are intended to attract an increase in sales volume.
The increase is usually short-term for the duration of the offer,
which does not appear to create any substantial new customer
loyalty. Loss leaders and ‘money off ’ coupons are a form of
promotional pricing.

A temporary price cut may be preferable to a permanent
reduction because it can be ended without unduly offending
customers and can be reinstated later to give a repeated boost to
sales. They may be used as sales promotional to establish new
brands.
Short-term pricing.  Marketing management should have the
responsibility for estimating the relationship between price and
demand for their organisation’s products.
a. The sales-revenue maximising price for a product and the

profit-maximising price might not be the same.
b. Simple CVP analysis can be used to estimate the breakeven

point of sales, and the sales volume needed to achieve a
target profit figure. We cover this in the next chapter.

c. As we have seen in this chapter, many organisations use a
cost-plus approach to pricing.  Accounting figures are needed
for cost in order to establish a floor for making a cost-plus
pricing decision. The size of the profit margin will be
decided by marketing management.

The marketing department’s contribution to short-run pricing
decisions is not only to assess a basic demand curve relation-
ship between price and sales volume, and an assessment of the
elasticity of  demand for the firm’s products, but also to
consider how prices might be adjusted to allow for particular
products, market or customer characteristics’.
a. Product analysis pricing combines the effects of cost-plus

pricing and what the market will bear. An attempt is made to
add up all the attributes of the product to ascertain the price
that the customers will pay. The characteristics will include
finish, strength, durability etc, and the pricing model will be
built up using a sample of products with known selling
prices and values for each of the characteristics. A price for
other products can then be decided accordingly. It works well
if the decision is fairly routine.

b. Quality adjusted pricing brings in the aspect of product
quality into the assessment of price.

Data for Pricing Decisions
Organisations need a multitude of data to make pricing
decisions.
a. Cost data:  This can be obtained from internal cost and

management accounting records and other internal secondary
data sources.

b. Demand data: To be able to estimate demand for products
or services at different price levels an organisation may well
have to commission pricing research. We will be looking at
pricing research in detail in Part D of the Study Text. Such
research will need to consider, for example, elasticities of
demand and customer perceptions of  price and quality.

c. Competitor data:  Information about competitors is vital for
pricing decisions. The sources of competitor information are
summarised below.
i. Published data sources (eg published financial

statements, press releases)
ii. Sales force data
iii. Trade databases
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iv. Industry experts
v. Trade press
vi. Distributors
vii. Suppliers
viii. Customers
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Distribution or place refers to the ‘availability’ of the product to
the customer and involves:
• Logistics (warehouses, lorries)
• The distribution channel, other companies (wholesalers

etc)
Logistics is a significant problem for many companies, particu-
larly if  they provide ‘just-in-time’ services. Logistics, however, is
something that it increasingly outsourced to specialist delivery
firms such as Eddie Stobart (a brand in its own right) and
specialist warehousing firms.
a. The channel Tunnel has changed some of the economics of

long-term distribution.
b. The UK and European governments would wish to

encourage more use of rail on ecological grounds.
The distribution channel dilemma facing management is that
of the trade-off between cost and control. The shorter the
distribution channel the more control managers have over the
marketing of the products, but the higher their distribution
costs. Long distribution channels cut the costs but also reduce
the firm’s control. The various channels are outlined in the
diagram below.

Manufacturer 

Manufacturer 

Agent 

Wholesaler 

Agent 

Retailer 
Distributor 

Or franchisee 

Wholesaler on 
central buyer for 

retail group 

 
Retailer 

Example
Direct Line Insurance revolutionised insurance selling in the
UK, by cutting out the network of brokers and selling direct to
the public. Originally it concentrated on selling car insurance, but
expanded to include other financial services products such as
mortgages. For a number of years it raked in the profits, but
many of the other insurance companies have followed suit.
Book publishers and CD-makers are increasingly using the post.

Choosing or Designing the Distribution
Channel
Key issues relating to the choice of distribution channel
• Number of intermediaries
• Support given to distributors (eg technical advice)
• Control of distribution

LESSON 27:
DISTRIBUTION

• Integration of marketing effort throughout this chain
• Positioning of the product: the distribution should be

aligned with this
• Possibility of direct marketing

Example
Brand owners of cosmetics firms have tried to set up exclusive
distribution outlets with selected retailers, on the understanding
that 2 premium price policy would be maintained, to support
the brand values.
Superdrug purchased some cosmetics lines on the grey market
and sold them at a low price. The brand owners took
Superdrug to court.

Why do Firms Use Intermediaries?
• Geography: customers may live too far away to be reached

directly, or may be too dispersed
• Consolidation of small orders into large ones
• Better use of resources elsewhere
• Lack of retailing know-how
• Segmentation, with different segments for each market being

reached by different distribution channels

Current Strategic Developments in Distribution
According to Peter Drucker, in the near future: ‘The greatest
change will be in distribution channels, not in new methods of
production and consumption’. The spurs to change are these.
a. Physical distribution costs are increasing relative to other

costs (ie as production costs fall). Sometimes these amount
to 50% of the price the end-consumer pays.

b. Changing consumer lifestyles: ‘one small example is that
those in work are time-poorer but money richer … no
wonder there’s been a rapid rise in home delivery, from
pizzas to wine to potatoes’.

c. Long established discrete distribution channels are
beginning to ‘leak’ (eg beer-buyers can go to France and
stock up with lower-taxed drinks).

d. Offering EDI (electronic data interchange) enable a firm
to cut lead times for orders. This can be a source of
differentiation.

e. Distribution has a ‘branding effect’. ‘Distribution can be
central and, explicit part of  a brand’s identity, such as First
Direct (Midland Bank’s telephone banking subsidiary).

f. Distribution channel’s generation of  customer information
opens the door to marketing insight and power. Retailers
(through using EPOS) probably known more about
customers than manufacturers. Distribution might become
‘essentially an information system’.

g. There has been a move towards a concentration of retailer
power with large retailers tending to gain power over the



55

M
A

R
K

E
T

IN
G

 P
LA

N
N

IN
G

manufacturers in the distribution channel. This shift in the
balance of power has two consequences. Large multiples are
able to dictate product specifications, and drive much harder
bargains on matters of  price and delivery. The large
multiple’s own-label brands are increasingly the major
competition against branded goods.

h. Just-in-time is a philosophy which applies to the whole
production chain, but it is increasingly relevant to
distribution, in satisfying the needs of demanding
customers, particularly in business-to-business markets.

i. Manufacturers are seeking to reduce their stocks of
components and raw materials, to eliminate stock holdings
costs and wasteful activities
i. Consequently they expect their suppliers to deliver in

very small batches as and when demanded.
Mail order, in which goods are sold by catalogue, over the
Internet, delivered by post or directly, is common in some
markets. Reasons why include:
• Retailers do not have to be offered a mark-up. This is

why book clubs are able to offer discounts on recommended
retail prices.

• Customers can be reached who might not normally be
able to purchase the product from a shop.

• This makes it easier to sell to customers who cannot do their
shopping in normal shopping hours.

• No large and expensive display area in a shop.
• Mail-order facilities can be combined with an Internet web-

site.

Activity

(10 minutes)
What social trends do you might increase home delivery?
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Criteria which may be used to evaluate distribution channels
and logistics include:
a. effectiveness in getting products to customers (i.e. sales) and

in performing each of the distributive functions that leads to
sales;

b. efficiency and economy in terms of the costs of distribution;
c. level of  services offered to customers, supporting loyalty and

repeat sales;
d. degree of control achieved over the distribution channel,

where desired for competitive advantage or integrating of
marketing effort up to the point of sale’

e. degree of co-operation or conflict with the distributors
(channel dynamics)

Discussion
Shopping is now a leisure activity so the internet will only have
limited effect.

Effectiveness
The measure of effectiveness will depend on specific objectives
and criteria appropriate to the process and channels used. Sales
made through the distribution channels. However are a key
indicator and can be either compared month-on-month or year-
on-year to show growth or decline trends or compared for
different channels, to show which are more effective than
others.
Sales results are however only the reflection of underlying
factors relating to the distributors capabilities for undertaking
and fulfilling the objectives of distribution tasks.
a. A retail outlet may or may not give attention to point of sale

display of the product, since it has a wide product portfolio
and limited space.

b. A retail outlet  may or may not distinguish between
competing products or favour the competing brand in its
shelf space oir promotions.

c. Intermediatary’s profit margins may affect the sale price to
the consumer with a depressing effect on sales.

d. A distributor or transporter mayor may not be able to service
a widely dispensed market swiftly and effectively. There may
be regional gaps or delays, which waste sales potential.

e. Customers’ buying habits and geographical location may
favour one type of distribution channel over another. In
remote areas, for example, retailers may not be as effective as
mail order.

f. The product may be better suited to one type of distribution
channel than another. ‘Perishable’ products (such as fresh
food and newspapers) need to be distributed quickly, or they
become worthless.

LESSON 28:
EVALUATING CURRENT DISTRIBUTION CHANNELS

g. The supplying/marketing organisation itself may be
responsible for insufficient ‘pull’ promotion motivating
consumers to approach the point of sale.

Example
The importance of place in marketing was borne out by the
success of Thonztons in gaining a 13% rise in like for like sales,
lifting interim profits by 30%. Roger Paffard newly appointed
chief executive has seen his strategy of paying attention to the
Stores in which the company sells its chocolates payoff hand-
somely - in refitted Stores, like for like sales were up by 22.5%
he claimed. Pre-tax profits increased from £7.63m to £9.94m in
the 28 weeks to January 11. Christmas sales were up by 25%.
(Adapted from the Financial Times, 3/4/97)
In the early 90s, Sony was a nonentity in the video games
market. It is now the market leader. (The Financial Times~ 4/3/
97, reported sales by Sony Computer Entertainment of Ii
million of  its J2-bil Play Station games, compared with Sega’s
7m and Nintendo’s 4m). As well as canny branding and timely
product launch, Sony revolutionised its distribution. Market
research in Japan had shown that consumers do not buy video
games machines at consumer electronics retailers, but at
discount stores and specialist video games stores. The move
was unprecedented and triggered protests from retailers of
Sony’s other products. SCE stood its ground as a separate
division, which wanted to build its own identity as a video
games maker.

Efficiency
Cost of distribution is one of the key factors in selecting
distribution channels. Intermediaries may reduce the costs of
selling for the manufacturer by bearing or sharing the costs of
stockholding, transportation and display. In addition, manufac-
turers may receive payment more quickly from intermediaries
than by selling direct to the consumer.
Distribution costs should be monitored to ensure that:
• cost savings are being obtained, compared to estimated costs

of other channels;
• costs are in line with negotiated and budgeted expenditure;
• the channel is cost-efficient: that is, that no re-organisation

of the network or logistics could reduce costs while
maintaining the present level of  service to the customer.

Kotler, Shaw and Fitzroy suggest measurement of  physical
distribution by means of a total distribution cost:

D=T+FW+VW+S
Where D = total distribution cost

T = total transportation cost
FW = total fixed warehouse cost
VW = total variable warehouse cost
S = total cost of  lost sales due to average delivery delay.
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An efficient system should minimise D for a given level of
service.

Example
Safeway has introduced a satellite tracking system in order to
improve its distribution system. The company is to employ the
system to track the movements of 600 trucks around the
country and computers to check on drivers’ techniques. It hopes
to save at least £lm per year in fuel costs as well as improving
the efficiency of  its distribution system serving 420 supermar-
kets. The system could be used to tell, for example, whether a
driver was over revving in third gear, and using more fuel as a
consequence; drivers could also be routed around traffic
congestion, and stores warned of late deliveries. Safeway expect
to recoup the costs (£105m installation and £350,000 per year
operational) within the first year. Satellite tracking has already cut
10% off the full costs of one of the groups largest distribution
depots at Warrington, and the savings could potentially be far
greater in delay reduction. and reduced labour costs. Streamlin-
ing the system is felt to be an essential element in improving
service to customers. According to a spokesman: ‘By changing
the warehouse process, we can add one days life to fresh
produce’.
The computer software involved will be integrated with the
Safeway bar coding system for products’ coming into and
leaving the depots, allowing managers to track the whereabouts
of individual items as they move from depot to store.
(Adapted from the Financial Times, 24/2197)

Level of Service
Customer service is a key source of cornpetitive benefit, and
therefore a key objective of distribution systems- It may
include:
a. the availability of, and charges for, installation, repair and

after-sales service;
b. readiness to take back and quickly re-supply defective goods;
c. the preparation of orders delivered with correct contents and

in good condition;
d. lead time from placement of an order to delivery;
e. choice and flexibility in product specifications, size of order

accepted and ordering convenience;
f. the availability of product information and / or

demonstration (particularly for technical products);
g. a customer service orientation in front line staff.
Such factors are part of the offer to the customer, and responsi-
bility for them should be clearly apportioned by negotiation
between manufacturers and intermediaries and monitored.. If
the manufacturer has a service policy of  re-supplying faulty
goods, the
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Promotion and Communication with
Customers

LESSON 29:
COMMUNICATION MIX

 Promotion and 
communicating with 
customers 
Communicating with 
customers 
Push and pull effects 

Integrated marketing 
communication 

Advertising 

Successful 
Advertisin

Planning an 
advertising 
campaign 

Promotion Media 

Branding The role of sales 
Promotion 

Public 
Relations 

Communicating with Customers

Definition
Marketing communications is the process of both informing
and educating users and dealers about the company, and of
influencing attitudes and behaviour.

                     Feedback 

 
 

Organization 

 
 

Sales Team 
Managing Activity 

 
 

Customer Base 

Communication with customers involves many aspects of the
marketing mix, but promotion is paramount.
Personal selling is not the only communication medium
available to the organization. In firms with a coordinated
promotional strategy the activity of the sales team will be
supported and supplemented by a combination of other
communication tools. This combination is referred to as the
promotional mix.

Figure 12.2. The Promotion Mix

These other communication tools are used to increase the
efficiency and effectiveness of the sales effort. In combination,
these represent the entire external communications activity of
the organization.
It is possible to use the same model of the communication
process to describe one-to-one communication between friends,
or a major multinational organization communicating with its
market place.
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Effective communication requires several elements.
• A sender
• A receive
• A message
• A communication channel or medium
• A feedback mechanism

 

        
           Channel 
               Of 
       Communication 

Message 

Receiver Sender 

This simple model of communication can also be used to
show where failures in the process can cause communication to
be less effective. In the following diagram we look at the model
as though the sender was the salesperson.

 
 
Encode                                                                  decode 
 
 
Disruptions  noise 
 
 
competitors 
Messages 
 
 

Phone calls noise 
 

 
 
Breakdown in feedback – 
eg salesperson does not listen 
 
Feedback 

 
Company    which channel 
Image              ? 
 
                  telephone 
Personal      sales letter 
Image         personal visit 
              

Message 

Customer Sales Person 

Figure: Model of communication showing the salesper-
son as the sender

The following table expands on the above diagram.

Element 
in process 

 

How it can go wrong in personal selling 

Sender The salesperson transmits a personal and 
personified company image. The dress, the 
language used, and the car they drive creates that 
image. If it is inconsistent with the sales message 
or the customer’s perceptions, communication 
can be adversely affected. 
 

Message The message has to be encoded and accurately 
decoded if it is to be effective. The words and 
pictures used can help or hinder this process. 
 

Channel Choosing the wrong channel to transmit the 
sales message: an intrusive personal visit, instead 
of a phone call, or a phone call instead of a more 
effective personal visit. 
 

Receiver Much sales time and effort can be wasted talking 
to the wrong person. Ensuring the market has 
been correctly targeted and the decision making 
unit (DWMU) identified, is essential tot the 
selling process. Even when face to face with the 
decision maker, there will be distractions. 
 

Feedback The strength of personal selling lies in its ability 
to modify the message in response to customer 
feedback. If the feedback mechanism fails to 
work, selling loses its distinct advantages as a 
communication tool. 

 
The salesperson has to be aware that as a communicator it is
not just what is said which has an impact. How it is said, also
speaks volumes. How something is said directly communicates
the salesperson’s attitude to customers and reflects the degree to
which customer care is meant.
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The UK is media rich country. Special research agencies cover
sales and coverage,
1. The press
2. Television
3. Magazines
4. Posters
5. Radio
6. Cinema
7. Interest

The Press
The press is the largest media sector in the UK. Although some
press spending will come under the heading ‘classified advertis-
ing’ (for example, recruitment, property, sales and wants), the
bulk of  the expenditure is on display advertising.
The press sector is divided into discrete segments, allowing for
accurate targeting against specific audiences.

a. Newspapers
Several further sub-divisions should be noted under this
umbrella heading. Nationals divide into broadsheet and tabloid
(or quality and mass market) and, as the name implies, offer
national coverage. For a more tightly defined geographical
coverage, morning or evening regionals are more appropriate
and are perceived by their readers as speaking authoritatively
from a local perspective.

b. Consumer Magazines
Readers of magazines tend to have more clearly defined
characteristics than readers of newspapers, allowing for better
segmentation and targeting.

c. Business-to-business Magazines
Whatever the trade sector, there is likely to be a number of
specialist magazines catering for that sector.

d. Directories
For small local service business entries in the relevant Yellow
Pages and Thomson Local Directories are practically mandatory
if  they want to survive.

LESSON 30:
MEDIA PLANNING AND COST

Advantages and Disadvantages of the Press

 
 

Advantages Disadvantages Comment 

National newspapers Reach large numbers of 
people Serious environment 
Short copy lead times Some 
colour availability 
 

Short life Advertising 
clutter 

 

Regional newspapers Reader loyalty Local features 
High coverage of 
geographical area 
 

Lack of readership 
data Complex 
planning and buying 

Good for test 
markets 

Consumer magazines Precise targeting of special 
interest groups Good colour 
reproduction 
 

Long copy deadlines 
Lack of immediacy 

Deliberate read 

Business magazines 
 

Read closely   

Directories Source of reference on a 
local basis 

 A must for 
small local 
business 

 

Although the press attracts the largest spend in media, televi-
sion, with the addition of sound and movement to the
message, is seen as the medium with the most impact.

Television
Television takes the next largest slice of the media cake after
press. Television is a dynamic media sector, undergoing a period
of rapid change.

Activity

(15 minutes)
This is another of those challenging ‘watch TV’ Activities.
This time, be on the look out for programme sponsorship.
Why does Cadbury’s sponsor Coronation Street, or
ShopSmart.com Channel 5’s 9pm movie?
Television airtime is bought and sold either on a spot-by-spot
basis or in packages of airtime with guaranteed audience
delivery. With the latter, the scheduling of  the advertisement is
left to the television company, so some control over the airtime
is lost.
Airtime is generally priced on the basis of  demand and supply,
with commercial breaks selling for what the TV market will
bear. Peak spots, such as the center break of Coronation Street,
sell within a higher priced banding than do off-peak or early
evening spots.
Television ratings (TVRs)
The unit of measurement by which television is bought and
sold is the TV
The advantages and disadvantages of television as a medium
are as follows.
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Advantages Disadvantages 
 

Mass market coverage Expensive production 
 

Flexible by region Expensive airtime Transient 
 

Flexible by time of day Some wastage Passive 
 

Audio visual Long lead times 
 

Outdoor
Outdoor as a medium covers posters (roadside and perimeter
hoardings) and transport (rail/airport/underground/buses/
taxis). Alongside cinema and radio, outdoor is often classified as
a support medium.
Posters are brought and sold in terms of sheet size. The is an
historical term which traditionally referred to the number of
sheets of paper that were pasted to make up the poster.
Different poster sizes deliver different kinds of audience.
Smaller sizes (4 sheets, 16 and 32sheets and Adshels) are used
in town centers to target shoppers and pedestrians. 48 sheets or
the huge 96 sheets will target motorists and commuters on
main roads in and out of cities.
Posters are a relatively flexible medium. They can be changed
frequently and booked by the fortnight. In large cities, some
electronic sites are also available.
The advantages and disadvantages of outdoor

Advantages 
 

Disadvantages Comment 

High impact 
awareness 

Long lead times Good for building 
 

Flexible by 
region 

Limited prime sites 
 

Good for teaser 
campaigns 

High audience 
coverage in 
urban areas 

Possible vandalism 
Some unsuitable 
environments 

Reminder medium 

 

Radio
The expansion of radio is likely to attract new advertising
revenue to the medium. Previous criticism that commercial
radio has a downmarket profile have been overturned with the
advent of new national commercial stations.
Advantages and disadvantages of commercial radio

Advantages 
 

Disadvantages Comment 

Local targeting 
Immediacy 
 

Lacks creativity 
Wallpaper 
syndrome 

Good for local 
advertisers 

Low cost High 
frequency 

 Support medium 

 

Cinema
Since the mid 1980s cinema has experienced consistent growth
in terms of popularity with the public. This has translated into
a gain in advertising revenue for this medium.

The growth of Multiplex screen venues is one factor contribut-
ing to this success. The Cinema Advertising Association’s
research suggests another reason: that video, far from endanger-
ing cinema, has fuelled its growth.
Cinema advertising can be bought on a per cinema basis, or
alternatively in packages (the London area, say, or Central
Scotland).
Although one of the minority media, cinema can be important
for targeting a young audience who are waiting to be entertained
by big budget movies with high production values.
Advantages and disadvantages of cinema

Advantages 
 

Disadvantages Comment 

High attention 
span 
High impact 
Regional flexibility 

Production 
expense 
Low national 
coverage 

Another support 
medium 
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The Role of Sales Promotion

Definition
Sales promotion: a range of tactical marketing techniques,
designed within a strategic marketing framework, to add value
to a product or service, in order to achieve a specific sales and
marketing objective. Institute of Sales Promotion (ISP)
Sales promotion includes the notion of both sales pull and
sales push techniques. Sales pull techniques encourage the
customer to buy, thus pulling sales through the chain of
distribution via consumer demand. Sales push techniques either
encourage the salesforce to sell products, or prompt the outlets
to buy, ensuring the distribution pipeline is well loaded.
Be aware of the potential for confusion between the terms
promotion (used as a synonym for communication techniques
in general) and sales promotion (which is a specialist term
reserved for the specific techniques described in this chapter).

Sales Promotion Objectives
The following are examples of consumer sales promotion
objectives stated in broad terms.
a. To increase awareness and interest amongst target audiences.
b. To achieve a switch in buying behaviour from competitor

brands to your company’s brand.
c. To encourage consumers to make a forward purchase of  your

brand, thus shutting out competitor purchase opportunities.
d. To increase display space allocated to your brand in store.
e. To smooth seasonal dips in demand for your product.
f. To generate a consumer database from mail-in applications.
Sales promotion objectives will link into overarching marketing
and marketing communications objectives.

Marketing 
objective 

To increase brand X market share by 2 
percentage points in the period January to 
December 200X 
 

Marketing 
communications 
objective 

To contribute to brandshare gain of 2% in 
200X by increasing awareness of X from 
50% to 70% amongst target consumers. 
 

Sale promotion 
objective 

To encourage trial of brand X amongst 
target consumers by offering a guaranteed 
incentive to purchase. 

 

The Growth of Sales Promotion
Sales promotion grew in importance as a communication tool
during the 1980s and will continue to grow. Sales promotion is
not just the domain of the FMCG product category. The
technique has been used successfully in the financial, travel and
leisure, automotive and business-to business sectors.

LESSON 31:
SALES PROMOTIONS

Factors Affecting Decision Making in Sales
Promotion
The market in which the sales promotion is being run will affect
the choice of sales promotion technique. Some sales promotion
techniques lend themselves to specific type of market. For
instance, customer loyalty programmes may be particularly
appropriate in retail markets such as pubs, restaurants and
petrol stations where there is a high propensity to repeat
purchase from the same outlet.

Example
Tesco runs a very successful customer loyalty card with money-
off vouchers being sent to customers on a regular basis, linked
to the total amount spent in Tesco stores. This type of
promotion is very expensive. Another UK supermarket,
Safeway, has discontinued its own loyalty card scheme to
concentrate more on in-store product offers.
The nature of  the product or service being promoted will also
affect the technique chosen. Consumers do not expect a 10%
extra free offer on a bottle of  Chanel No.51 However, this
technique may work very effectively with instant coffee.

Consumer Sales Promotion Techniques

Reduced Price
Price promotions may take the form of a discount to the
normal selling price of  a product, or alternatively, offer the
consumer more product at the normal price (20% extra free;
three for the price of two).
Cross-brand promotions may be regarded as a form of reduced
price promotion as they offer the opportunity for the customer
to sample the promoted product plus the complementary
product at a discount (shampoo and styling mouses or teabags
and biscuits are typical examples).

Coupons
Coupons are often used as a way of offering a current or future
discount to the consumer. This is a highly versatile form of
sales promotion.

Gift with Purchase
‘Gift with purchase’ promotions are often referred to as
premium promotions, as the consumer receives a bonus when
the purchases. This promotion tends to be used with higher
ticket goods and services, with the gift enhancing the quality of
the original purchase. Cosmetic companies, such as Clinique,
often use this form of promotion.

Competitions
This term covers any form of prize promotion and is popular
with all types of organizations, from food and drink companies
to travel agents, banks, and even charities.
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Activity 10

(20 minutes)
Over the next few weeks, identify and note the different forms
of  sales promotion you encounter as you shop.
a. Categorise the types of sales promotion into groups. Are

certain types of promotion a characteristics of certain product
categories?

b. Are all the promotions appropriate to the products? Why?
c . Try to distinguish the objective of the different promotions.

What are they and, in your opinion, are they being achieved?.

Trade Promotion
This category of promotion acts to encourage the distributor to
stock or sell more of  a product or service. In addition to the
examples listed below, discounts and special terms may be used
as part of  the trade promotional armoury.

Baker’s dozen
This is a popular form of price promotion, where 13 items/
cases/crates are offered for the price of 12.

Tailor-make Promotion
Any of the standard consumer promotional techniques can be
offered to a retailer as a tailor-made promotion exclusively for
his store or group of stores. The offer of a tailor made
promotion can help a sale person in a negotiating position with
a buying group.
Often, a tailor-made promotion will include promotional
aspects for the retailer’s sales staff to motivate them to push the
promoted product at point of sale.

Mystery Shoppers
Mystery shoppers are sometimes used as a trade motivator
alongside a consumer promotion that has gained national
distribution. All retail outlets are forewarned (as part of the
promotion) that a mystery shopping team will be touring the
country, checking that the consumer promotion is properly
displayed and accurately described by sales assistants dealing
with queries. Outlets satisfying the mystery shopper’s judging
criteria are rewarded.

Sales Force Promotion
Incentives and competitions can be used as a means of
motivating the salesforce to sell more. Trade and salesforce
promotions may be designed in an attempt to maximize
distribution.

Example: Brewery Telesales Promotion
Here is an outline of salesforce promotion that might be
employed by a brewery.

Objectives Gain trial of brewery house wines amongst 
selected targets 
Increase distribution and penetration of 
house wine 
Secure additional sales per call made. 
 

Individual 
sales targets 

225 cases per telesales team 
15 cases per telesales representative 
 

Target market Freehold and leasehold outlets 
 

Mechanics Buy one mixed case of New World house 
wines at the promotional discounted price 
of £32.50 
 

Timing 10 week period commencing 18 March 
 

Promotional 
support 

One point of sales kit/case includes table 
top flyers, posters and an information 
leaflet on New World wine for bad staff 
training. 

Sales incentive Top 4 telesales staff and top team leader to 
stay overnight at West End fine star hotel. 
Lunch, dinner, breakfast and theatre tickets 
included. 

 

The Mechanics of a Sales Promotion
All aspects of a sales promotion need tot be considered very
carefully before proceeding with the promotion itself. A poorly
planned sales promotion is not just likely to backfire, it may self
destruct causing irreparable harm to the company.

Example
The Hoover free flights episode is likely to remain the classic
example of a badly designed sales promotion offer. Hoover
offered free flights to anyone spending more than £100 on one
of their products. As virtually all their products cost more than
the minimum amount the offer was fantastic success – in terms
of sales. However press reports estimate that the promotion
cost the company over £20 million in providing flights for all
consumers who took up the offer. At first the offer was not
honoured and the bad publicity forced hoover into action.
Several senior Hoover staff lost their jobs.

Sponsorship
In marketing terms, sponsorship is a form of marketing
communications. It stands alongside media advertising,
personal selling, public relations and other forms of sales
promotion as a method by which companies can communicate
with potential customer. There are many other influences on
sales, and it is extremely difficult to isolate the effect of specific
marketing activity on them. There are, however, several potential
advantages of  sponsorship.
a. Distributor and customer relations
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b. The impact of sponsoring ‘worthy’ events can have a wide
positive effect on the attitude of potential customers toward
the company’s services.

c. Sponsorship has wider implications in public relations
terms. It demonstrates good corporate citizenship and it
may also have a positive impact on the company’s
employees.
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We Define Marketing Implementation as
Follows
Marketing Implementation is the process that turns marketing
plans into actions assignments and ensures that such assign-
ments are executed in a manner that accomplishes the plan’s
stated objectives.
Bonoma identified four skills related to the effective implemen-
tation of marketing programs:
• Skills in recognizing and diagnosing a problem
• Skills in assessing the company level where the problem

exists
• Skills in implementing plans
• Skills in evaluating implementation results
We examine these skills in the following paragraphs

Diagnostic Skills
The close relationship between strategy and implementation can
pose difficult diagnostic problems when marketing programs
do not fulfill their expectations .Was the low sales rate the result
of poor strategy or poor implementation ? Moreover, is the
issue to determine what the problem is (diagnosis) or what
should be done about it (action ) ?Each problem calls for
specific management tools and solutions.

Company Levels
Marketing implementation problems can occur at three levels.
One level is that of carrying out a marketing function success-
fully. For example how can the company get more creative
advertising from its advertising agency? Another level is that of
implementing a marketing program that has to blend market-
ing functions into a coherent whole. The problemarises in
launching a new product into the  market place. A third level is
that of  implementing a marketing policy. For example, the
company might want every employee to treat the customer as
number one.

Marketing Implementation and Evaluation Skills
Marketers must possess a set of skills to achieve effective
implementation of  any marketing program or policy. The four
skills are
1. Allocating- Marketing managers use allocating skills in

budgeting resources ( time, money and personnel) to
functions, programs and policies.

2. Monitoring- They use monitoring skills to evaluate the
results of marketing actions.

3. Organizing- They use organizing skills to develop an
effective working organization. Understanding the informal
as well as formal marketing organizationis important to
carrying out effective working organization.

4. Interacting  - They use interacting skills to get things done by
influencing others. Marketers not only must motivate the

LESSON 32:
IMPLEMENTATION OF MARKETING PLANS

company’s own people but also must motivate outsiders –
marketing research firms , ad agencies , dealers , wholesalers ,
agents- whose objectives might differ from the company’s.

Marketing Strategy Implementation
Having a challenging, yet realistic, marketing plan is essential for
any firm’s long term success. Implementing that plan is critical.
Often, implementing the marketing plan is the most difficult
aspect of the marketing program. It is easy to get caught up in
the day to day details of operation and production, which puts
marketing tasks on the back burner.
A good marketing plan must be consistently implemented,
monitored and continually updated. A marketing plan today is
probably different from when first marketing started. If
implementation is successful, it will continue to change in the
future as it responds to changes within the market and the
economy.
The organization should typically include meeting with the key
staff  on a monthly basis to conduct a marketing meeting. At a
minimum, the following would be discussed at every marketing
meeting:
• Reviewing what has been accomplished during the month
• Establishing what will be planned for the following month
• Developing specific tactics to target, meet with, and win new

clients
• Assigning responsibilities to organization members
• Developing proposal and presentation strategy
The benefits of such monthly reviews are:
Provides focus.  One of the most difficult aspects in marketing
is keeping staff focused on the target. Opportunities arise which
may or may not be appropriate for the firm to pursue at any
given time. Evaluating those opportunities (go/ no-go
decisions) within the parameters of  your firm’s plan is critical.
Offers a means to measure performance.  Marketing is an
on-going, never-ending task. By having a written marketing
strategy, you have something to measure your progress against.
It will also provide the opportunity to quickly adjust your firm’s
tactics rather than waiting until it is too late to make a change.
Enables your staff  to work smarter, not harder.  Determin-
ing marketing tactics should be the last step in the marketing
planning process, not the first. When this process is reversed,
the “shot-gun” approach is being implemented, resulting in
wasted time and money. Marketing tactics—which support the
strategy—should be the direct result of  any marketing strategy.
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To help ensure effective implementation, marketing managers
must consider why the intended strategy does not always turn
out as expected. The realized strategy often differs from the
intended strategy because of three implementation problems:
marketing strategy and implementation are related; they are
constantly evolving; and the responsibility for them is sepa-
rated.
Organizations often follow two major approaches to marketing
implementation: internal marketing and total quality manage-
ment (TQM). For the internal marketing approach to be
successful, the needs of both internal customers and external
customers must be met. The three essentials of TQM philoso-
phy are continuous quality improvement, empowerment of
employees, and the use of quality improvement teams. One of
TQM’s primary tools is benchmarking. The organization of
marketing activities involves the development of an internal
structure for the marketing unit. In a marketing-oriented
organization, the focus is on finding out what buyers want and
providing it in a way that lets the organization achieve its
objectives. To achieve their objectives, management must decide
to set up either a centralized organization or a decentralized
organization. The marketing unit can be organized by func-
tions, products, regions, or types of customers. Proper
implementation of a marketing plan depends on the motiva-
tion of personnel who perform marketing activities, effective
communication within the marketing unit, the coordination of
marketing activities, and the establishment of a timetable for
implementation. Marketing managers must coordinate the
activities of marketing personnel and integrate these activities
with those in other areas of the company and with the market-
ing efforts of  personnel in external organizations. Finally,
successful marketing implementation requires that employees

know the specific activities for which they are responsible and
the timetable for completing each activity.
Although very important, the marketing control process has
received very little attention. Performance standards for all
positions should be established in the planning process. To
evaluate actual performance, marketing managers must know
what employees within the firm are doing and have informa-
tion about the activities of external organizations that provide
the firm with marketing assistance. Marketing managers must
then take corrective action when there is a discrepancy between
performance standards and actual performance.
The control of marketing activities is not a simple task.
Problems encountered include environmental changes, time lags
between marketing activities and their effects, and difficulty in
determining the costs of marketing activities. In addition, it
may be hard to develop performance standards.
Evaluating performance can be facilitated through sales and cost
analyses. For the purpose of analysis, sales are usually measured
in terms of either dollar volume or market share. For a sales
analysis to be effective, it must compare current sales perfor-
mance with forecasted company sales, industry sales, specific
competitors’ sales, or the costs incurred to generate the current
sales volume.
Marketing cost analysis involves an examination of accounting
records and fixed costs, variable costs, traceable common costs,
and nontraceable common costs. The analyst may choose to use
either a full-cost approach or a direct-cost approach.
A marketing audit attempts to identify what a marketing unit is
doing, to evaluate the effectiveness of these activities, and to
recommend future marketing activities. Some companies use
specialized audits, such as a customer-service audit, to address
problems within specific marketing functions.
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Implementation Problems
• Internal problems e.g.   change of management
• External problems e.g. changing competition
• Poor planning
• Poor intelligence
• Poor execution

Implementing a Programme - An Action Checklist
• Agree the implementation strategy
• Agree a time frame
• Draw up detailed implementation plans
• Set up a team of stakeholders
• Establish good project management
• Personalise the case for change
• Ensure participation
• Create a sense of purpose and urgency to tackle real

problems which have prevented progress in the past
• Motivate
• Be prepared for conflict
• Be willing to negotiate
• Anticipate stress
• Build skills
• Build in the capacity for learning
• Monitor and evaluate

Review
1. A successful marketing plan is the one  which is successfully

implemented – Discuss.
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The Marketing Plan Outline
Just as you discovered if you’ve ever written a business plan,
there are many, many variations in the format and outlines for
marketing plans. Study examples you see on the Internet and
from other sources, and modify this outline as you see fit.
Typically, however, your written marketing plan should include
the following sections:
1. Executive Overview
2. Market Review

• Trends overview
• Market segments
• Target market

• primary
• secondary

3. Competitive Review
4. Product and Business Review
5. Strength, Weaknesses, Opportunities, Threats
6. Goals and Objectives

• Sales objectives
• Marketing objectives

7. Strategies
• Positioning
• Product
• Pricing
• Distribution
• Communications/Promotion

8. Action Plan and Implementation
• Media plan
• Budget
• Schedule
• Assignments

9. Evaluation
• Lead tracking systems
• Sales reviews

We’ll discuss all of  these different parts in the following
sections.

Executive Overview
Usually, the first section of  a marketing plan is the Executive
Overview. The executive overview summarizes your plan for a
quick review by your executives. Although it comes first in the
marketing plan, the executive summary is usually written last,
after you have analyzed,  and ironed out the details of your
plan. So, once you have the most of  your plan written, come
back to this section and write your executive summary.

LESSON 33:
THE MARKETING PLAN OUTLINE-I

The executive summary should briefly cover:
1. Market Overview
2. Competitive Overview
3. Product Overview
4. SWOT (Strengths, Weaknesses, Opportunities and Threats)
5. Goals and Objectives
6. Strategies
7. Action Plan and Implementation Schedule
8. Evaluation Methods

Market Segmentation
Because it is hard (and expensive) to be all things to all people
(or markets), it is wise to target specific segments of your
market, particularly if you are in a smaller business. Not only
will this allow your to reach more of the people who will
ultimately buy your product, but targeting segments may also
reduce the competition you face. Finding your niche is often the
key to success for small and medium and even large businesses.
Your market may naturally be segmented by price, quality,
region, customer age, income, buying behavior, industry or
anything else. Typically, price and quality are the most evident,
followed by product use and the benefits consumers get from
using the product. Some segments will be very distinct, and
some will be more subtle.
The best example of market segmenting is illustrated in the
auto industry. They’re all cars; but they come in all levels of
luxury and utility, price and quality, etc. Some may even cross
over into more than one segment, or move from one to the
next.
Determine the segments of your market and describe the ones
you are going to target. Keep in mind that your product might
cross into several market segments. Finally, remember to
address each of these segments when you are planning your
marketing activities.

Target Audience
Determining the right target audience is probably the most
important part of your marketing efforts, because it doesn’t
matter what you’re saying if  you’re not saying it to the right
people.

Demographics
In this section of your marketing plan, go into as much detail
as possible about who your market is. Describe your typical
customer in detail. What is the age group, gender, education
level, family size, income level, and geographic location. For
business-to-business markets, make sure you include the
industry type, company size, job titles/departments, annual
revenue, and geographic areas. Have a general picture of who
your market is, then back up that information with concrete
numbers and statistics about the size of your market.
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Determining the size of your market really requires that you
already have a good profile of your typical customer. Once you
know “whom” you’re looking for, you need to take into
consideration things like the aging of the population, and
regional variations in income levels and education levels.
Your product offering will also require that you consider not
only income levels, but also disposable and discretionary
income levels. The former refers to income after taxes that is
used to pay for daily living expenses, and the latter refers to
income that is left over after those necessities are paid for and
can be earmarked for luxuries.
Getting to this level of demographic data will probably require
market research. Look for data about the regions where higher
densities of  these specific groups can be found. You can also
find data about age group concentrations in specific regions.

Market Overview
In the research phase of this exercise, you did the legwork
necessary for the first few sections of your business plan. Now
you just need to get the information compiled in a clear and
concise document so you can make use of it and others can read
and understand (and support) it.
With that end in mind, go through the piles of market research
and worksheets you’ve completed and start making some sense
of  everything. Once you have a handle on it, begin by writing a
good overview of  the market. You can actually pull some
information from your business plan as long as the market
information there is current and specific to the products you’re
planning for. If you don’t have a business plan, or access to it,
then the questions you need to answer in this overview are:
• How big is the potential market?
• Is the market growing, flat, or shrinking? What changes do

you see happening?
• Is the market segmented by pricing, quality, age, income, or

product usage?
• Who is your target audience?
• Who are your competitors?
Just as with all of the other sections of your marketing plan,
there is no absolute for organizing your plan. Organize the
market overview section in the way that seems most logical and
will best illustrate your product’s market.

Psychographics
Even though you may have determined your demographic
group, people within that group still have very different
perceptions about the benefits or value of your product and
will be motivated for different reasons. These differences are
known as psychographics. To further target your efforts, you’ve
got to determine not only who buys (or will buy) your product,
but what makes them want to buy it. Include as much psycho-
graphic information as you can dig up, such as what their
spending patterns are, whether they are brand conscious when it
comes to your product type, what influences their buying
behavior, what promotional efforts they respond to most
often, etc. You also want to know how they go about buying it
and what you can do to encourage them to buy more. You need
this information so you can, in effect, clone your best custom-

ers. It is important to really pick apart what motivates them to
buy.
The information you glean from a journey into your target
audience’s brain is often key to your marketing efforts, particu-
larly the positioning of  your product. It includes the audience’s
activities, interests, and opinions. You have to work through
behavioral factors, economic factors, and even interpersonal
factors to get to the root of purchasing behavior. Answer these
questions in your overview:
• What do they like about your product?
• What do they like about your competitor’s product?
• What made them decide to buy your product?
• Did they know which brand they were buying before they

purchased it?
• What advertising messages had they seen prior to buying?
• How much disposable or discretionary income is available

for this type of purchase?
• What are their hobbies?
• What emotional aspects impact their purchase?
• What is their social class or status?
• Who is the actual decision-maker for this type of purchase?
• What values and attitudes play a part in this type of

purchase?
• Who do they look to when making purchasing decisions?
Now that you know your target market and market segments,
define your market using concrete numbers and percentages. In
other words, how many users do you currently have and how
many potential users exist for your product or service? If  you
are offering a regional service and have found that there are
80,000 potential customers in your geographic area, then this is
where you put that information.
Explain the growth and other changes you see in the market
and how the competition is failing, flailing or flourishing as a
result. Include some market history if it applies to your product
and market. Refer to the statistics and data you’ve discovered
through your market research and be sure to quote the source
and date.
This is where you would include the PEST (Political, Economic,
Social, and Technology) information you gathered about
outside influences on the market (i.e. government regulations,
union activities, social changes, etc.). Also, don’t forget the
seasonality of the market, and the typical product life cycle.

Competitive Overview
Give a complete and thorough overview of  the competitive
market. Cover not only the directly competing companies you
face (those who offer a very similar product with similar
attributes), but also other product variations you may be
competing with. For example, if  you’re selling herbal teas, are
you also competing with regular teas? Instant teas? Canned
teas? The drink market in general? Review these types of
competitors as well as your direct competitors.
Describe all of the heavy hitters and answer the following
questions:
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• What are their product’s strengths and weaknesses?
• What are their strengths and weaknesses as a company

(financial strength, reputation, etc.)?
• Are there weaknesses you can exploit?
• What are the differences between your product features and

theirs?
• What were their sales for last year?
• What is their pricing structure?
• In what media vehicles do they promote their products?
• What is their advertising message?
• Where else do they promote their products?
• What were their total advertising expenditures for last year?
• What is their overall goal (profitability, market share,

leadership)?
• How are they trying to meet their goals (low prices, better

quality, lower overhead)?
• What were their responses to changes you made in your

product pricing or promotions?
Information is often the key to a strong competitive advantage.
If  you’ve had difficulty digging up information about your
competitors, try your suppliers. They can be good sources of
information. Visit your competitors’ locations, Web sites,
exhibit booths; sample their products. You can also gather a
wealth of media and advertising information about your
competitors on the Internet through companies like Competi-
tive Media Reporting. These firms and many others provide
access to databases covering many areas of  industry, media,
advertising, and competitive information.

Product Overview
Use this section of your marketing plan to fully describe:
• your product and its purpose
• its features
• its current pricing structure
• its current distribution channels
• its positioning within the market
• its current promotions and advertising
• its current packaging
Make sure the information is specific and accurate. If your
product is new, simply describe your product and its features.
This section of your marketing plan should be a piece of cake.
You know your product, right? You know its features, right?
Do you know the benefits your customers get from your
product, though? You had better, because that’s what’s going to
sell it.

Features vs. Benefits
This has probably been hammered into your head if you’ve
been in marketing or advertising, but what does it mean? Don’t
your customers make the connection that if the box says
“batteries included” that means they won’t have to take those
extra steps of buying and installing them? Sure, they might, but
if you say “Batteries Included: Ready to use right out of the
box!” you’ll get their attention more quickly and perhaps give

your product the slight edge that will convince the customer to
pick up your product rather than your competition’s.
In a nutshell, you have to make very clear the end result that is
ultimately the reason why someone should purchase your
product. Connect the dots for them, and you’ll have a much
better chance of having a successful product. Add to the list
above a big “benefits” category, especially if  your product is new.
When you get to Strategies and Action Plan, use the benefits
information you come up with here to make your creative
efforts and positioning work for you.

Writing SWOT
The content that this section of your plan communicates is
some of  the most important. Up until now, you’ve been
talking about the past, so to speak. From this point on, you’re
moving into the future and ultimately the meat of your
marketing plan.
With that in mind, write this section of the plan with particular
clarity and substance. Pull out those lists of strengths, weak-
nesses, opportunities and threats that you came up with during
the research phase and put them in order of importance within
each category.
Remember, these should include anything that might affect
sales of the product. Make it detailed enough to fully explain
each strength, opportunity, etc., but keep the format clean and
graphically easy to read.

Goals and Objectives
Your goals and objectives are simply the hard facts describing
where you want to be a year from now, or five years from now,
or whatever your time frame may be.

Sales Goals
Start with your sales goals. In this section, you should include
goals that are:
• concrete and measurable (in terms of rupees and units)
• set at a level that is challenging but not impossible to reach
• set on a specific timetable for measuring success
• linked to projected profits (which should also be estimated

in the marketing plan)
To do this, you have to accurately estimate the market and what
you can expect to get from it for your piece of the pie. There are
several methods for doing this. Go through each one and
compare your results in order to come up with your sales goals.
• The first method requires that you look at total industry

sales over the past five years for your product category. From
that information, estimate total industry sales for the next
three years for your product category. From that number,
figure your market share and extrapolate your annual sales
estimates for those years.

• The second method is more limited to your business itself.
Basically, you go through the same procedure, but you use
your own product’s sales figures instead of  the total product
category for the market. You can further break this
information down by the specific distribution channel from
which the sale came.
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• The third method is important because it is based on the
sales levels you need in order to meet your expenses and
product costs and make a profit. After all, that is the ultimate
goal, right?
1. Estimate your overhead expenses for the year.
2. From your expected   gross margin percentage, subtract

your expected profit percentage. This will give you an
estimated expense percentage.

3. Divide the estimated overhead expense by the
estimated expense percent to arrive at the magic
number of sales rupees necessary to cover your
expenses and make a profit.

If you have a new product or business, you’ll need to use the
industry information to estimate your sales. This analysis
should include the average cost of goods, operating margins,
overhead expenses, and profit levels for businesses that are
similar to yours.
To come up with your final sales goals, you can either average
the numbers you came up with using for the three methods we
just covered, or you might see a need to weight one method’s
results more than another. Look at your market data and your
opportunities and threats data to determine if the actual
potential should be estimated to be higher or lower than your
numbers are stating, and then work from there to arrive at your
final sales goals.

Marketing Objectives
Your marketing objectives should be the means to achieve your
sales objectives. By working through your target market data
and your market segment data, you should come up with
marketing objectives that address every group. Your marketing
objectives should follow the same rules as the sales objectives,
and be measurable, quantifiable (meaning there is a specific
number of some sort assigned to each one), and time specific.
You should have a marketing objective that addresses each
group in your target market. For this reason, you need to have
good data about the sizes of your market, potential market,
and your current customer base. To this data, add information
such as recognized opportunities, your customers’ buying rates,
and other behavioral issues. This information will help you
estimate the numbers you need to attach to your marketing
objectives.
For example, imagine this scenario:
1. You know your 2,500 customers each bought an average of

2.5 of your widgets last year.
2. You’ve also identified a new market of  3,500 potential

customers (at your current market share percentage) that
you’re estimating will buy an average of  2 widgets each for
the year.

3. In addition, you’ve identified an opportunity to add a service
contract for customers that would cost 10% of the product
cost.

Your marketing objective for existing customers could then
be: To increase your current customers’ buying rate by 20% and
sell service contracts to 50% of  those customers.

Your marketing objective for new customers could then be: Sell
your widgets to 50% of the new market, create a buying rate
within that group of  2 units per year, and sell service contracts
to 50% of that group.
Keep in mind that your current customer base may not all buy
again, so you should probably account for the drop in that
group’s purchases by also adding a goal to retain a specific
percentage of your existing customers. Set objectives like these
for every segment of your market, based on your data. Then,
set up a chart to show the math involved in how your market-
ing objectives meet your sales objectives. Plug in numbers for
your percentages and product prices to show that the totals add
up.

Strategies
Okay, so you know where you want to go. Now, you just have
to determine which roads you’re going to take to get there.
These are the strategies you’ll use in your marketing mix. Your
marketing mix is the combination of elements that make up
the entire marketing process. By using a variety of modes to
reach your goal, you have a better chance of actually doing it. It
requires the right combination, however, so be careful when
putting it together.
Traditionally, the marketing mix refers to the four P’s: product,
price, place, and promotion. There are folks who will tell you
that those are old-fashioned, and that there are new hip terms
to use, but they really all boil back down to... product, price,
place and promotion.
We’ll go through each of  the Ps and talk about the inherent
elements in each that can be strategically modeled to help you
meet your goals. In addition to the traditional Ps, and probably
the most important when it comes to your marketing commu-
nications, is positioning. Let’s begin there.

Positioning
Think of positioning as the perception your target audience has
of  your product. You have total control over this element of
your marketing efforts, and it is critical to how you develop the
rest of  your plan. Planning your product’s positioning must
involve taking into consideration such issues as the competition
and how its products are perceived, the needs and desires of
your target audience, and the element of mystique or drama
that your product or service naturally has about it.
In crowded markets, it is very important to position your
product appropriately. Think about the advertising messages
your audience is bombarded with every day. In order to stand
out, your product has to have a clear position in your audience’s
mind. But how do you come up with the positioning for your
product?
First, you have to determine a broad positioning. This means
determining if your product should fall into a niche, be a low-
cost leader, or a product differentiator. These are each very
different strategy highways, and will take you in different
directions when fine-tuning your message. Think of the
qualities of your product, its strengths and weaknesses, the
opportunities you’ve uncovered, the pricing you’ve considered,
and your target market to determine which broad position you
will take.
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Next, you will have to determine specific positioning. This
could be based on a certain quality or benefit of your product,
such as ease of  use, durability, reliability, safety, convenience, etc.
In some cases, you may even be able to position your product
based on two qualities. For example, think of  Volvo. Safety and
durability are Volvo’s primary and secondary positions.
Begin narrowing down your positioning by answering ques-
tions such as:
1. What opinions does your audience already have, and how

can you tie your product into them?
2. What are your target audience’s needs and desires?
3. Is there a hole your product can fill by targeted positioning?
4. Are there certain company attributes you can build on, such

as experience, or being the first in the business?
5. What are the greatest benefits of the product and how can

you capitalize on them?
6. Is there a specific use or application that your product fits

particularly well?
7. Is your target audience identified independently enough to

create a position based on their uniqueness?
8. Can you springboard a positioning idea from your

competitor’s positioning?
9. Can you base the position on quality or pricing strategies?
10. Can you position the product based on opportunities

you’ve discovered in your research?
It may help to chart these issues out to compare and narrow
your options for positioning. By doing this, you can also
incorporate importance levels to some of the issues you bring
up. For example, if  you list the needs and desires of  your target
market, it might be helpful to rank those according to impor-
tance to your target audience. If you list the strengths and
weaknesses of your product, it may also be helpful to put those
in order from greatest to smallest.
Once you have determined your product’s positioning, go
through these questions to further refine it:
• How can you simplify the message so it gets through? -

Remember, more is often less.)
• Does the name of your product fit with its positioning? -

Your product’s name is an important part of  your
positioning strategy. If  it doesn’t fit, you’re going to have a
much harder battle.

• Is the position believable?
• Is the position one that your target audience will care about

and notice?
• Is the position too broad or too narrow?
• Is the position clear and understandable?

Value Positioning
Your product’s position, along with your pricing and distribu-
tion channels, will also determine its value position. The value
position is basically the product’s perceived ranking of  either
high-quality/high-cost, average-quality/average-cost, low-
quality/low-cost, or even average-quality/low-cost or
higher-quality/lower-cost. What you are trying to get across to

your target audience is the value/cost relationship of your
product as it relates to the user.
See our Positioning Worksheet and other marketing worksheets
on the Marketing Tools page. Now, let’s move into the four Ps
we mentioned above.
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Marketing Mix Strategy
As we mentioned earlier, your marketing mix is the combina-
tion of elements that make up the entire marketing process. It
requires the right combination, however, so be careful when
putting it together. Let’s go over the Ps you need to address in
your strategy section.

Product Strategy
The first P is product. We have talked about the product and its
strengths and weaknesses, but as part of your strategy you also
need to think about elements of the product that can be
strategic to its success, such as its packaging and warranty. These
elements help create the value the customer sees in the product.
So, let’s talk about packaging and its importance as far as your
strategy goes.

Packaging
The main thing to remember about your packaging is that it
communicates to the person buying it right up until they make
the decision to plunk down their money and take it home. If
it’s sitting on a shelf  with eight similar products, it can’t just
look nice, it has to scream its message out in order to get
noticed. Your packaging should be noticeable within three
seconds in a store-shelf situation. But can packaging really make
a difference in your strategy? Of course it can. Think about the
convenience factor as well. Think about the products you buy
that are well-protected by their packaging and are convenient to
use because of  the packaging. You just might buy them again
because you like their convenience. Also, don’t forget to
consider your competitor’s packaging. How can you make yours
better?

Warranties
The same goes for warranties. Particularly if yours is a new
product, make sure you give buyers some level of comfort that
if the product doesn’t do what they thought, they can easily get
their money back. The key here is easily. Make sure they know
just how easy it will be if they are unhappy with the product.
So in this section of your marketing plan, describe the strategic
use of  your product’s packaging, warranties, and whatever else
you come up with. Explain the benefit you expect to see from it
and how it relates to the overall success of the marketing
program.
The next P is price.

Price Strategy
How do you know how to price your product or service? Your
product’s price often communicates as much to the consumer as
its advertising. People perceive a product’s value based on its
price in many situations — it depends on what your product is
and who your market is.
Here is an example: An established restaurant in U.S had just
started getting fresh seafood daily from the coast (which was

LESSON 34:
MARKETING PLAN OUTLINE -II

about a four-hour drive away) and was charging eight dollars for
a typical seafood dinner entree. They couldn’t sell it at all. Rather
than lower the price or drop it from their menu, they decided to
raise the price to $12.95. The fish sold like crazy. The moral of
the story is that people are leery of cheap seafood.
The moral for you is: Be wary of  super low pricing. Your
customers are looking for value, not the cheapest product they
can find. Price your product strategically by looking at:
• The competition (or lack of it) your product faces - If your

product is one of  a kind, particularly if  it’s in the technology
field, then higher initial prices may be more palatable to
consumers (and even expected).

• The sensitivity (or insensitivity) of your customers to pricing
for your type of product (as in the case of airlines)

• The price elasticity (the lower the price the more you sell and
vice versa) - Keep in mind what you have to sell in order to
make a profit, and then chart out the variations in prices and
quantities to sell in order to pinpoint the right one.

• The value of the product as it relates to the value of the price
- People may pay more for a similar product if they think
they will get more out of it.

• The positioning you’ve established for your product
Write the pricing strategy section of  your marketing plan and
back up your pricing decisions with current data about competi-
tors’ prices, price surveys, etc.

Place Strategy
The third P stands for place, although it’s really referring to
distribution. I guess you can think of it as the “place” of
purchase. The strategy behind how you sell and distribute your
product is a very important element of your marketing mix. Do
you want your product to be available everywhere? If you do
the math, that could be a very lucrative strategy. Or, do you want
to create demand for it because it’s exclusive and hard to find,
requiring the right connections or even traveling to large cities?
(The latter would also allow for higher pricing, by the way.)
Just like with pricing, the places where your product is available
say a lot about both the quality and “status” of the product.
Your channels of  distribution must match the image goals of
your product. In other words, if  you’re selling hand-made
exotic wood picture frames with luxurious cloth matting, you
probably don’t want to go to Wal-Mart to sell them. You
would use the high-quality, luxury-item image and sell them in
an exclusive boutique or other shop. On the other hand, if  your
product is a mid-line car-care product, then Wal-Mart would be
perfect.
Here are some things to remember when planning your
distribution strategy:
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• Match your product’s “image” with that of the distribution
channel and with your customers’ perception of your
product.

• Stay on top of changes in the market that should also make
you change your distribution strategy.

• Make sure your product can get the attention it needs in your
chosen channel — both from the sales staff (are they
knowledgeable?) and from a shelf-space standpoint (how
many competing products does the distributor also carry?).

Promotion Strategy
The fourth and final P is promotion. This is the communica-
tions strategy of your plan. Here you’ll plan not only the
message you want to use, but also the tools you’ll use to spread
it to the world. Your promotion section should actually have
six categories:
• advertising
• public relations and publicity
• direct marketing
• promotions and events
• product/company marketing materials
• premium items
• sales force
Basically, it should cover every communication mode that
would appeal to your target market and help drive them to not
only be aware of, but also to act on your offer. This would also
include other things like client/customer newsletters, a company
Web site, etc. It is in this section of  your plan that you should
make certain you are following an Integrated Marketing
Communications plan. This means that each of these tools
must follow the same rules and spread the same message.
Having separate PR groups and promotions groups and sales
groups makes the job very difficult unless you make sure they
are all in agreement about what you are saying and how you are
saying it.

Advertising
Your task now is to translate all of  your objectives into a specific
advertising message to meet your goals. Your advertising
strategy (aka creative strategy) will need to address not only the
awareness-building requirements of your plan, but also
attitudes and actions you want to provoke in your audience. Set
your advertising strategies to portray exactly what you are going
to communicate in your message. This should be based on the
positioning you’ve established and should be tested and refined
until it says exactly what you need it to say. It has to portray
your product in the right light and bring to mind the right
image.
For this section of your marketing plan, clearly describe the
creative strategy. Include the following:
• Advertising promise - The promise you are making to your

audience in your advertising
• Support for the promise - Bulleted statements that support

your claims

• Advertising tone - The emotional images conjured by your
message that are appropriate for both the product and your
audience

• Rationale - Statements referring back to your product/
market research that back up your creative strategies

The actual finished creative effort typically comes after (or else
during) this exercise and should be detailed in your product’s
Advertising Plan.
You will also need to identify which types of media you will be
using to carry your message. This is referred to as your Media
Plan (another separate document) and can include magazines,
newspapers, billboards, Web banners, radio spots, TV spots,
sponsored TV and radio programs, product packaging and
inserts, movie trailers, posters and flyers, directory listings, and
in-store displays.
When writing this advertising section of your marketing plan,
keep your strategies clear and focused on what you are trying to
achieve. For example, if you know you are introducing a new
product in nine months, then one strategy could be to an-
nounce the product with a series of ads in a trade publication.
Tie in your display advertising strategies with your other media
strategies to form a cohesive chain of communication to your
target audience.
We’ll go over reach and frequency, impression rates, and how to
select specific media vehicles within each category on the next
page of this article.

Public Relations and Publicity
Public relations can be a very powerful tool in your marketing
belt. Often, however, it is an afterthought, while it should
actually be one the first things you tackle as you develop and
bring to market a new product or service. Begin planting your
PR seeds early in the game.
The mantra of your public relations staff should be the
Integrated Marketing Communications idea. Their most
important function is to ensure that everything the press sees or
hears is controlled and is consistent with the image plan. It is
therefore recommended that only your PR people actually
communicate with the press. This includes all areas of PR, such
as corporate announcements, defensive PR, and marketing PR.
PR won’t just happen. You have to work at it, plan it, and
execute the plan. There is a whole set of tools for public
relations and publicity, just as there is for advertising. These
include:
• news releases
• feature stories and interviews
• exclusives
• opinion pieces
• photos
• speeches or appearances at seminars, conventions, etc.
• local, regional or national talk shows and other programs
• online chats and forums
• community involvement
• lobbying activities
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• social responsibility activities
There are two elements to a PR plan:
• What you want to communicate
• A hook to make it newsworthy and interesting
Use this section of your marketing plan to determine those two
pieces of information. Here are some strategy ideas for types of
information to communicate to the press:
• Prior to your product release, submit sneak previews to the

press.
• Find a good spokesperson to help promote your product.
• Find the right angle for your press release.
• Include both trade press and consumer press.
• Build the excitement (hype-up) in your story by finding a

new twist on the information.
• Offer co-sponsorships for media to events you are planning.
• Create your own scheduled media blitz.
• Schedule press releases so that various media sources publish

information that builds on itself and progressively includes
new tidbits of information.

• Build your newsworthy info on one of  the product’s
benefits used in its positioning.

• Develop an interesting and fun idea centered around your
product’s release or upgrade.

Write out your PR strategies for your marketing plan and
include specifics. Remember, this section will act as the guide for
scheduling, which we’ll cover next.

Direct Marketing
Direct marketing, or database marketing, is growing exponen-
tially with the emphasis on very tightly targeted efforts. The
growth in e-mail and Internet use, along with the general
upward trend in all media subscriptions, is making it an easier
and more profitable way to market your product than it was in
the past days of mass mailings.
With a database (either a purchased one or your own customer
database) of names and very specific demographic information,
you can select specific subsets of groups very easily and send
very targeted messages about your product or service. By more
finely targeting your marketing efforts, you’ll also improve your
response rates simply because you can come closer to reaching
the exact profile of your best customers.
You’ll also need to think about the purposes of  your direct
marketing efforts. Here are some examples uses of direct
marketing:
• Generating inquiries
• Opening doors
• Building traffic (for your store, Web site, trade show, etc.)
• Generating awareness (for new product introductions, etc.)
• Fund raising
• Selling products (mail order)
Make sure you’ve determined the purpose of your direct mail
prior to selecting the specific tool, because some tools are
inherently better for certain purposes.

Your direct marketing options include:
• USPS direct mail
• Self-mailers
• Mailing packages that include a letter, brochure, and response

card
• Post cards (used as inexpensive reminders)
• Mailed premium items and other types of gifts
• Opt-in e-mail campaigns (aka permission marketing) - Make

sure your clients are requesting your e-mails, otherwise it’s
spam.

• Fax campaigns - Remember, you can only fax to existing
customers. Faxing to non-customers is actually illegal.

• Telemarketing
Here are some tips to improve your direct marketing efforts:
• Test your lists. Try a test mailing of 500 or less to determine

the quality of the list prior to sending out your larger
scheduled mailing.

• Test your mailer design. Divide your mailing into groups
that each get a slightly different design, and track the results.
You may be surprised at how much better some designs and
color combinations do than others. This is particularly
valuable if your marketing schedule includes a lot of direct
mail projects.

• Supplement your large, expensive catalog mailing with more
frequent and inexpensive post card mailings. This will
reinforce your message so you get more mileage out of the
catalog and better ROI (return on investment).

• Include an easy-to-understand and prominent response card.
• Include a deadline for action so your recipient will be

encouraged to respond quickly rather than wait and think
about it.

• Include an incentive for action. This could include an early
bird discount, a free copy of some publication, or a free trial
offer of  something.

Detail your direct marketing strategies as they relate to your
overall marketing mix. For example, you may be planning a PR
blitz that is to be followed by an ad in a prominent publication
that is then to be followed by a direct mail piece that requests
some action, such as a request for a sales representative to call, or
even the option to purchase the product.

Promotions and Events
Because your advertising efforts primarily affect the opinions of
your target audience and don’t always create an immediate action
(at least not initially), you also need to plan special promotions
that will encourage quick action. A promotion, as opposed to
advertising, is based on incentives to act, such as a two-for-one
sale, a price discount, or a free gift with purchase. Promotions
are useful for encouraging potential customers to try your
product and hopefully increase your base of loyal customers.
Here are some examples of promotion types used by marketers
today:
• Price discounts/sales
• Coupons
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• Samples
• On-pack or in-pack discounts - or even near-pack discounts

(from point-of-purchase displays)
• Rebates
• Premium items - either in the package or sent by mail
• Sweepstakes/games
• Packaging
• Events
It is important to watch the promotions your competition
offers, but be careful about always reacting with a similar
promotion. It is easy to lose market share if you overuse
promotions. Customers begin to buy only when your product
is on sale. A better strategy is to competitively price your
product in the first place, and then use some of the money you
would have spent on promotions to improve your products or
increase your advertising instead. If your product is better, and
you’ve advertised this, then the customer may have more
inclination to buy your product even though the competition’s
is cheaper... I mean, less expensive.
Sales promotion does have a place in your marketing efforts.
Just remember to avoid the loser promotions. These include:
• Doing the same promotion more than twice - For some

reason, the magic number is two (for promotions that
worked the first time, anyway).

• Boring promotions - People will snooze through contests
that don’t seem to fit the positioning of the product. If
there’s no connection, typically they won’t work.

• Premium offers - “Send three proofs-of-purchase and $3.99
for shipping and handling to get this great coupon
organizer!” Overused and usually disappointing to the
consumer.

• Overpromising odds of winning - Don’t make consumers
think they’re going to win every time they open a soda.

Just like everything else in your marketing mix, your promo-
tions have to stay on target with your objective and your
marketing message or position. To put together promotions
that work, you should keep that in mind and put on your
“customer” hat. What would get you excited about a product or
service? What would be fun and give you the feeling that you
really have a chance to win? What could you win that would
make you think more highly of the product being promoted?
What is your most desirable prize?
Once you’ve brainstormed some ideas, make sure you make it
simple to register, provide good odds, and have a unique idea
that is of great interest to your market.

Special Events
If  you’re planning special events as a way to promote your
product or business, then there are a few other guidelines that
will help you stay on target and be more successful. Sponsored
events are increasing in popularity and account for billions of
dollars annually for marketing. They are extremely useful when
launching a new product, increasing a product trial, or building
consumer relationships with the company name. They require a
lot of planning, resources (money and people), and can flop

without proper advertising, but they can also launch a product
to success very quickly.
Here are few tips to give your event a better chance of success:
• Make sure the event ties in with your company and product.
• Make sure your company and product name are very

prominent.
• Make sure your audience knows why it should come. In

other words, make sure there is a compelling reason to
attend.

• Make sure there is some newsworthiness to the event so
you’ll also get some PR.

• Make sure your marketing message and position are clearly
communicated.

Detail each promotion or event and refer back to the specific
marketing objective it addresses. Scheduling and costs will be
covered in the Action Plan and Implementation section of your
plan.
Now, when writing your promotion strategies, address these
issues as they relate to the promotion ideas you’ve come up
with:
• Type of  promotion
• Incentive for the promotion
• Open or closed promotion - Open promotions don’t require

any action from the customer. An example would be a sale.
Closed promotions require the customer to do something to
take advantage of the promotion. An example would be a
rebate, or a contest entry.

• Delivery method for the promotion
You’re getting close — now we just have to cover your sales
force strategies, and then you can move on to scheduling and
implementation, and, finally, evaluating the whole effort!

Product Marketing Literature
Supporting product literature and other company collateral
materials will be key to many of your marketing and sales
efforts. These items must present your company image very
clearly and professionally. Not only is the text and wording of
your literature important, but also the visual image and quality
that it projects.
In your literature, it is critical to highlight and emphasize the
benefits of  your product or service and not just the specifica-
tions and features. When planning the literature needs, consider
these issues:
• What will the literature be used for?

Overall company information, specific product specs and
benefits, special information folders?

• Who is the audience for each piece?
Investors, partners, customers?

• What approximate quantity do you anticipate for each piece?
This will help you not only budget for it, but also get an idea
of what level of quality you should go for?

• Who will develop the piece?
Internal staff members, a printing company, a design firm?
(Cost will vary tremendously with each.)
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Premium Items
Premium items are the trinkets and goodies you give away at
trade shows or other events. They typically have the company
name branded on them and are of little or no value. If you
need premiums for trade shows or other events, the best advice
is to stick with something that is both useful and consistent
with your company’s image and product or service line.
For example, a beer manufacturer might give away bottle
openers, or a book store might give away book marks or coffee
mugs. Pens, note pads, and refrigerator magnets are also good
choices. Look for innovative features and good quality if you go
with these items (or any premium item), like magnets that have
clips to hold larger notes, or pens that will stick to your file
cabinet. Just like with your product line, you want your
premium items to stand out, be of good quality, and make a
favorable impression.

Sales Force
Not to beat a dead horse, but your sales force is another group
that has to totally adhere to the Integrated Marketing Commu-
nications theme we’ve been talking about. They see and talk
with your customers every day and absolutely must be consis-
tent with your planned image and position. Their one-to-one
marketing efforts are very important for many types of
businesses, and not as important for others. Investigate your
need for a direct sales force and cut your costs if you can. If you
determine that you do need a sales force, then here are some
suggestions for making them successful and worth the costs
(paying your sales team’s bills is expensive).
The key to making your sales force effectively communicate your
marketing message and sell your products is to educate them on
the objectives and strategies you’ve planned, as well as keep
them constantly updated and fully informed on advertising,
promotions, direct marketing, and any other marketing tool
you are using.
In the sales force section of your marketing plan, also be sure to
include trade shows and conferences your sales team (or others
within your company) need to attend. Your company’s presence
at key trade shows and exhibitions can increase your sales and
improve recognition of your name and products within your
target market. Trade shows are excellent for introducing new
products, services, or changes in your company name or image.
See How Trade Shows Work for detailed information on
managing this process.

Sales Force
Not to beat a dead horse, but your sales force is another group
that has to totally adhere to the Integrated Marketing Commu-
nications theme we’ve been talking about. They see and talk
with your customers every day and absolutely must be consis-
tent with your planned image and position. Their one-to-one
marketing efforts are very important for many types of
businesses, and not as important for others. Investigate your
need for a direct sales force and cut your costs if you can. If you
determine that you do need a sales force, then here are some
suggestions for making them successful and worth the costs
(paying your sales team’s bills is expensive).

The key to making your sales force effectively communicate your
marketing message and sell your products is to educate them on
the objectives and strategies you’ve planned, as well as keep
them constantly updated and fully informed on advertising,
promotions, direct marketing, and any other marketing tool
you are using.
In the sales force section of your marketing plan, also be sure to
include trade shows and conferences your sales team (or others
within your company) need to attend. Your company’s presence
at key trade shows and exhibitions can increase your sales and
improve recognition of your name and products within your
target market. Trade shows are excellent for introducing new
products, services, or changes in your company name or image.
See How Trade Shows Work for detailed information on
managing this process.

Action Plan and Implementation
Let’s talk about the tactical and implementation issues of  your
marketing plan. How do you decide exactly which magazines or
newspapers in which to advertise? What is the difference? This
is called your Media Plan and can actually become a separate, and
much more detailed, document. For this article, we will cover
the basics and help give you an idea of what goes into planning
your media advertising and what should be included in your
marketing plan. It’s time to get out your calculator and put on
your math hat.

Putting Together Your Media Plan
Your media plan should:
• specify which media you will be using to carry your

advertising message, such as magazines, newspapers, direct
mail, Internet, etc.

• detail the specifics, such as which publications
• detail even more specifics, such as which issues, times, dates,

etc.
• list the budget for each vehicle
• describe the rationale behind each selection
How do you go about determining those things? First you
have to weight your media.

Weighting your Media
Weighting your media refers to determining the potential
exposures of your marketing message to your target audience
that each of  your chosen media can produce. Basically, by
weighting your media, you are trying to determine how much
advertising is enough to reach your objectives. To do this, you’ll
come up with a total number of gross rating points. To do
that, you need to understand a little bit about reach, frequency,
and impressions.
• Impressions are the number of times your audience sees

your advertising message.
• Reach refers to the number of individuals within your target

market that are exposed to a specific ad over a specific period
of time. This number is expressed as a percentage of your
total market.
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• Frequency refers to the number of exposures those
individuals got to your specific ad over the same specific
period of time.

• To get your Gross Rating Points (GRPs), just multiply the
percent reach (% of  your total market) by the frequency.

For example, if your marketing strategy is to reach 70% of your
market for a specific campaign, and you know you want to reach
them at least 10 times in order to convince them to act, then
you would need a schedule that would give you 700 GRPs.
Each medium will have a slightly different calculated GRP, so go
through each and determine those numbers before you begin
planning your media schedule. As a general rule, just make sure
you are calculating the percentage of your target audience as a
part of the total circulation, exposure, etc., and then multiply
that by the number of insertions, or ads you run should.
To help you estimate the total GRP needed to reach your sales
goals, here are some rules of thumb:
• Try for a reach of  50 to 90+ of  your total market.
• Assume it will take at least three exposures for your target

audience to act on your offer.
• New products will need more frequency than established

products.
• Complex products will need more frequency than simple

products.
• Products with a lot of competition will need more frequency.
• An average GRP goal for a typical packaged product is 1,000

to 5,000 in a year.
• An average GRP goal for a service or retail establishment is

2,000 to 10,000 in a year.
• An average GRP goal for business-to-business is 600 to

4,000 in a year.
Determining these numbers isn’t easy. There are some resources
on the Web that might help. Check out the last page of this
article for some sites that offer calculators and guidelines.
Other things to consider when planning and scheduling your
media include:
• Your media vehicle’s Cost per Thousand (CPM). This is

useful because it helps you compare the values of different
vehicles. For example, you may have two publications you
are considering. Both reach your target audience, and all other
aspects are equal. One, however, is more expensive than the
other. Determining the CPM can help you decide which is
the better vehicle for your advertisement. You can get the
CPM by dividing the total number of subscribers that fall
into your target market by the cost of running an ad. This is
expressed as the cost per thousand impressions.

• Strive for a good balance of various media. In other words,
don’t put all of  your eggs in one basket.

• Don’t forget new media, such as the Internet and other
interactive media like CD-ROM.

• Look at the strengths and weaknesses of each medium as it
would effectively carry your marketing message and product
positioning. Some media can’t effectively communicate
certain information. For example, a complicated product

would not make good use of a billboard or other “quick”
impression media.

• Don’t forget to consider the seasonality of your product and
geographic concentrations of your audience when selecting
and scheduling your media.

• Remember that the percentage of your target audience that a
particular media vehicle reaches will not be the number that
actually see your message. Many will skim, change channels,
or just miss it. So keep your expectations realistic in this
respect.

Scheduling
Based on the information and the results you calculate from
your media weightings, you should be able to put together a
schedule of advertising, promotions, and events that will match
your goals. There are some scheduling techniques you should
consider when planning media advertising:
• Front loading - This refers to heavier advertising for the

introduction phase of a new product.
• Heavy-up - This refers to specific times throughout the year

that need heavier advertising (usually timed out with new
introductions, promotions, or increased market activity).

• Flighting - This refers to shorter periods of advertising
(three to six weeks) that are followed by periods of no
advertising.

• Pulsing - This refers to a regular schedule of on-again/off-
again advertising.

• Continuity - This refers to a steady fixed rate of advertising
for continuous exposure (often used to try and even out a
fluctuating buying pattern).

Look at your goals, product seasonality, special events, and
other marketing factors and select the scheduling strategy that
would work best for the situation. Remember, while the
different media types can follow different schedules, you should
also consider the added impact of combining media on the
same schedules. It all depends on your objectives and goals.

Budgeting
Now you need to think about your marketing budget. No
matter how hard you try to be frugal, you’ll probably never have
enough marketing funds to really do what you want. Just
remember, you are not alone. Your competitors are probably
facing the same issues you are.
There are three steps you should take when setting your budget.
When you get all three results, set your budget based on
comparisons of each finding.
1. Set your budget based on your plan’s goals and objectives

and the schedules you have recommended.
2. Look at the industry average of marketing dollars spent as a

percent of  sales for similar companies in your industry. There
should be data available for the average in your industry.
Using this second method will let you see if your budget
appears to be realistic in comparison to other similar
companies. This figure will help you determine if your
budget is too high or low compared to the industry average.
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3. Go through a third exercise which involves estimating your
primary competitor’s advertising and marketing budget
based on what you know about their activities. This is a
good way to help you be more competitive and possibly gain
more market share.

Next, construct your final budget sheets. You should include:
• an overview sheet illustrating your total budget
• a breakdown by medium
• a breakdown by product/market
See our sample budget forms on the Marketing Tools page.

Putting it Together
Now for the finishing touches of  your marketing plan. You
should now have the message and media selected, your
scheduling determined, and a budget. In this section, you’ll
need to set up some charts to illustrate everything in your plan.
These charts will not only help you present your plan to the
powers that be, but they will also help you implement the plan.

Assignment and Implementation
Compared to implementation, planning is a breeze! It is in this
part of marketing that you call in the reinforcements. It is very
important to schedule the events in your plan and assign
responsibilities well in advance. Use a very large scheduling
board, and put it in an easily viewed spot. Set up a reporting
structure with progress reports and regular communications
that will keep your plan on target. Making deadlines in the
marketing world can be critical to the success of your product
(or business).
Magazines typically require insertion orders at least three
months in advance. Press releases for monthly publications
should also follow a three-month lead-time schedule. Newspa-
pers allow shorter lead times, and so do some other types of
publications.
Make sure you know every deadline. Flag them wildly and stay
on your toes!
Now, how are you going to make sure the plan is working? Go
on to the next page and find out.

Evaluation
Just like in every other facet of life, you have to learn from your
mistakes. The best lessons are learned the hard way. So with
that in mind, how do you know which parts of your marketing
plan are actually generating sales and making your company
money?

Tracking Procedures
This section of your plan should include plans and procedures
for tracking each type of media you are using. And, as a subset
of each of those procedures, you should identify specifically
which vehicle within those media groups is being the most
effective. This isn’t easy for all mediums, but for some it’s pretty
manageable.
Here are some types of media along with ideas for tracking their
effectiveness. The techniques will vary wildly depending on your
product type and market.
• Display advertising - With traditional consumer

publications, tracking can be done through the use of

different phone numbers, special offers (specific to that
advertisement or publication), or reference to a specific
department to call for information. When those calls come
in, your call-center staff must be prepared to record the
information so the results can be tallied for that publication.
Many trade publications also include Reader Service Cards
that allow the reader to circle a number that corresponds to
your ad on a mail-in postcard in order to get more
information about your product or service. While you may
get a lot of junk requests (competitors, shoppers, or
literature collectors), you also can get some good leads. Keep
a record of these leads and follow-up on the final result.

• Direct marketing - With postal mailings, tracking is
relatively simple. Include on the mailing label a code (called a
key code or a source code) that corresponds with the mailing
list so you know which list is producing, and instruct your
call-center staff to record the information by asking the
customer for the code. You can also include customer
numbers here and record repeat orders without the problem
of re-entering their information into your customer
database.
For telemarketing campaigns, tracking is also relatively simple
since a live person is communicating with the customer
throughout the entire process, in most cases.

• TV or radio ads - These require similar tracking methods as
consumer publications. They can be tracked through the use
of different phone numbers, special offers (specific to that
advertisement) or reference to a specific department to call for
information. Again, when those calls come in, your call-
center staff must be prepared to record the information so
the results can be tallied for that particular spot. Another less
exact method, if  you’re marketing on a very large scale, is to
track immediate sales along with the timing of the
advertisement.

• Internet marketing - Usually, this is easily tracked because it
is based on click-throughs or page impressions. Your Web
administrator should be able to provide reports that indicate
the number of click-throughs that actually led to the
purchase of  your product. You may also experience call-in
sales as a result of  your Web site. Make sure your call center is
aware and records the information accurately.

• Promotions - Most closed promotions are basically “self-
tracking” because they require the customer to do something,
such as fill out an entry form (trackable), turn in a coupon,
return a rebate slip (trackable), or log-on to a Web site to
claim a prize (also trackable). Open promotions, such as
sales, require a little more work to track, although they can be
tracked in a general way by noting increased sales for that
time period, store, region, or whatever the parameters of the
sale.

• Events - An event is also tricky to track. You know how
many people attended, but do you know how many sales
occurred as a result? You can issue coupons at the event that
could be tracked, offer other special deals, or even allow
attendees to join a special club. You have to be creative in
order to track the true sales results of a big event.
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• A trade show’s effectiveness can be tracked by collecting the
right information at the show and following up on it. These
results must also be tallied and recorded.

The tabulated results and customer information is very valuable
information. Make sure you routinely back up the system where
this data is kept and keep copies in safe places. The customer
data is extremely valuable to your future direct-marketing
efforts, and must be keyed in correctly and accurately.
Before your marketing plan is kicked off, make sure you have
the database structure in place to record this information. Use
codes for every level of information so that you can sort by
various specifications. This takes a lot of planning, as well as
training for your staff. Setting up the records with drop-down
boxes for selecting preset information such as product num-
bers, list codes, publication codes, or department codes, will
make your records much more consistent and useable.

Review Your Sales
Checking out the effectiveness of your marketing campaign
from a product sales standpoint is critical. Begin the review
process early and repeat it often. You can tweak your plan along
the way to eliminate or shift schedules if you find that some
element of  the mix is definitely not working. Don’t wait until
it’s too late.
Review your quarterly performance goals. Check your market
share. Look at your sales figures based on not only the origin of
the sale, but the type of customers as well. In other words, is
this an existing customer, a new customer, or a new customer
with a totally different demographic profile? Are you retaining
existing customers, or are most of your sales coming from new
customers? What is your competition doing?
There are a number of marketing audits not covered in this
article that you can and should perform on an annual basis. For
more information on marketing and related topics, check out
the links on the next page.
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What is Marketing Ethics?
Marketing activities and organizations play a major role in the
economic and social health of  any society. This role is entangled
with responsibilities that, at times, have put questionable
practices at the forefront of media, governmental, and con-
sumer concern. Some have criticized marketing and its effect on
society, citing such issues as environmental damage, advertising
to children, creating unnecessary wants, selling unsafe products,
making exaggerated product claims, and the like. Many criti-
cisms also call into question the hierarchy of business
stakeholders, including shareholders, employees, customers,
and communities. These criticisms elevate the importance of
universities in educating students to enhance the ethical
standards of marketing.
Ethics is the study of right and wrong behavior. Marketing
ethics involve right and wrong behavior in the development
and implementation of marketing strategy and tactics. The term
“marketing ethics” is sometimes called an oxymoron, because
of stereotypes about marketers and unscrupulous activities.
Today, most marketers understand the importance of  ethics in
maintaining customer relations, creating positive public image,
and reaching other marketing goals. Astute marketers recognize
that short-terms gains as a result of poor ethics are likely to lead
to long-term problems associated with loss of reputation and
customers.

How do Marketers Make (un)ethical Decisions at
Work?
This module focuses on the process of ethical decision making
in a marketing context. For this reason, this section examines
the factors that affect how (un)ethical decisions are made in the
process of developing products, setting prices, distributing
products, implementing promotional plans, meeting customer
needs, and other marketing-related activities. Figure 1 includes
the factors that affect marketing ethical decision making.

Individual Characteristics
Some research in marketing ethics has focused on human
cognitive processes, characteristics, biases, and shortcomings
that limit effective ethical decision-making. This approach to
marketing ethics assumes that individual characteristics, such as
values, religious training, and personality, play a key role in
ethical decisions at work. Despite the intuitive relationship
between individual characteristics and ethical decision-making,
research has not fully substantiated this claim. Although many
people would like to believe that individual characteristics and
values are the primary force in ethical decision making at work,
organizational and industry factors must also be considered. In
this section, the individual characteristics of moral philosophy
and cognitive moral development are examined with respect to
their role in marketing ethics.

CHAPTER 3:
ETHICAL ISSUES IN MARKETINGLESSON 35:

ETHICAL ISSUES

Moral Philosophy: Individuals use principles and rules of
ethics to evaluate situations and reach decisions. These prin-
ciples and rules are called personal moral philosophy and can be
characterized in two fundamental ways. Utilitarian philosophy
relates to the goal of maximizing the greatest good for the
greatest number of people. In this case, the “ethical decision” is
one that provides the most benefit to the most people. The
utilitarian philosophy is focused on the end result of decisions
as the key determinant of ethicalness. The formalist philosophy
relies on established rules in making decisions about ethical
issues. Using this philosophy, an individual applies a rule, law,
or code to the specific situation. The “ethical decision” is one
that most closely follows the chosen rule, with less attention
paid to the outcome of the decision. Despite the clear differ-
ences in the utilitarian and formalist philosophies, research has
shown that most people use both approaches for decision
making at work.
Cognitive Moral Development: Over thirty years of research
has been devoted to understanding the cognitive moral
development (CMD) approach to ethical decision making.
Lawrence Kohlberg developed a three-stage sequence model
that describes various levels of cognitive moral development.
These stages include preconventional (individual needs and
desires), conventional (group values and expectations), and
principled (basic rules, values, and rights of society). People are
hypothesized to proceed through these levels as they advance in
education and improve their ability to account for different
perspectives and viewpoints of various groups. Individuals at
the highest stage of CMD reach a point where they make moral
decisions on the basis “universal ethical principles,” not societal
expectations. Some business organizations assume that
individuals have the ability to improve their moral reasoning
through ethics training programs, although some ethics experts
have questioned the validity of moral development theory in a
business context.
One reason that individual characteristics may have little
explanatory power in marketing ethics research is that personal
ethics differ from business ethics. Individuals hold beliefs,
values, and attitudes that are used to make personal ethics
decisions about issues like abortion, sexual mores, and family
relationships. Conversely, business ethics decisions are made in
an organizational environment where time constraints, political
pressures, organizational structure, peer influence, and lack of
experience may foster unethical decisions. For instance, recent
college graduates rarely have experience with organizational
ethical issues such as expense accounts, making product claims,
gathering competitive information, discrimination, and
reporting financial information. Individuals in marketing
organizations may not be able to draw from their personal
ethics background to make ethical business decisions. Instead,
marketing professionals often rely on the norms, values, and
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day-to-day practices of  supervisors and co-workers in the
organization. The following section examines those factors
external to the individual that influence ethical decision making
in marketing organizations.

Organizational and Industry Factors
In today’s work environment, most marketing decisions are the
result of highly complex and team-based discussions. For
example, the process of developing and introducing a new
product takes many months and individuals to be accom-
plished. Thus, organizational factors and significant others have
a great influence on ethical decision making in marketing
organizations. In fact, one reason individual factors are not the
best predictor of ethical behavior in marketing is that many
marketing decisions a the result of group processes. Organiza-
tional factors have the greatest influence on ethical decision
making in the work environment. These factors include
opportunity, significant others, and ethical climate. In addition,
industry factors, such as professional association codes of
conduct are also important to marketing ethics.
Opportunity: Opportunity is determined by the existence or
lack of  corporate policy, codes, and systems of  rewards and
punishments relative to (un)ethical behavior. Some individuals
will be more prone to making unethical decisions because of
organizational factors that either reward or do not punish this
behavior. For instance, employers that use a commission or
quota system create opportunities for employees to oversell to
customers. Because the most productive salesperson is re-
warded with bonuses and public recognition, some employees
may resort to unethical sales tactics in order to gain rewards or
to keep their jobs. Organizations can limit the opportunity for
unethical behavior by developing formal codes of conduct and
related ethics policies that are enforceable by management.
In organizations where there are formal codes of ethics and
policies of conduct, individuals are less likely to behave
unethically because the opportunity for unethical conduct has
been reduced. Codes of ethics help clarify expectations of
conduct and can reduce a person’s uncertainty about solving
ethical issues. However, these policies must be enforced or they
will not have any impact on the ethicalness of the firm. In
addition, organizations must have effective controls and audit
procedures to ensure that marketing and business activities are
consistent with ethical and legal standards.
Significant Others: Significant others refers to those individu-
als who, because of  frequent interactions, intimacy or proximity,
are most influential on another person’s ethical decision-making
process (Ferrell and Gresham 1985). Thus, colleagues will
influence each other’s actions and attitudes toward ethical
dilemmas. Two colleagues who are “close” should develop
similar perceptions and beliefs about ethical issues. Individuals
in the same department are likely to have a direct effect on each
other’s ethical decision-making.
Peers, co-workers, supervisors, and direct reports are all
significant others in marketing organizations. Although “peer
pressure” is often associated with adolescence, this pressure is
still evident in groups to which adults belong and aspire. New
employees, especially in unfamiliar industries, will often rely on
significant others to learn about organizational expectations and

industry norms relative to ethics. New employees are also
encouraged to model themselves after those individuals who
are successful in the organization. This modeling is in the form
of behavior and beliefs, much of which has ethical content.
The influence of significant others is evident in functional
departments, teams, committees, and informal relationships on
the job. Recently, task forces, venture teams, and other groups
have become more responsible for important organizational
decisions. Some administrators spend as much as 80 percent of
their time in committee meetings. Other employees spend just
as much time with co-workers as they do with friends and
family. Thus, today’s marketing employees are greatly influenced
by their significant others in groups and organizations.
It is through this interaction on the job that marketers develop
shared perceptions, behaviors and beliefs about ethical issues in
marketing. In fact, employees will often alter their definition or
beliefs about certain behaviors because of peer pressure.
Therefore, significant others, because of their action or inaction,
can affect an individual’s beliefs and behaviors. If  these co-
workers are sensitive to ethical issues and knowledgeable about
standards, then the significant other factor is positive. However,
there are examples of work groups and departments that set
low expectations for ethics. Some individuals may be influenced
to behave in inappropriate ways because of the influence exerted
by significant others. Managers and owners of marketing
organizations need mechanisms for recognizing and reprimand-
ing individuals and teams that fail to uphold ethical standards.

Class Exercise: Visit the web sites of Lockheed Martin, Sears
Roebuck & Co., and Target to examine these organization’s
organizational values and ethical standards. Have these organi-
zations utilized the Internet to effectively communicate about
the importance of ethics to the business? Examine the web
sites of your favorite businesses. What evidence of marketing
and business ethics is available on these sites?
Ethical Climate: Employees bring a set of values and ethics to
their organization but they are also heavily influenced by the
prevailing norms and values of the organization. These norms
and values are called the “ethical climate” of the firm, which is
defined as “perceptions of what is ethically correct behavior and
how ethical issues should be handled.” Each organization has
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an unique ethical climate that is expressed through policies and
strategies and daily patterns of working and accomplishing
goals. New employees learn the ethical climate of an organiza-
tion through formal (i.e., new employee orientation) and
informal (i.e., lunch conversations) interactions on the job.
An organization’s ethical climate is heavily influenced by top
management and its willingness to make ethics a strategic
priority. Marketing ethics becomes important in organizations
where managers take time to discuss ethical issues, allocate
resources to ethics efforts, and hold employees accountable for
ethical conduct. Today, many organizations use codes of
conduct, ethics officers, ethics training and other mechanisms
for promoting an ethical climate.
For example, BankAmerica Corporation was one recipient of
the 1996 Business Ethics Award, sponsored by Business Ethics
magazine. Many of  bank’s current policies, programs and
business products that are still aligned with corporation’s
founder’s words, “Serving the needs of  others is the only
legitimate business today.” This statement was made over fifty
years ago and has guided BankAmerica’s foray into marketing
ventures that many observers thought were destined for failure,
including financing for low-income home buyers and small
businesses in under-served communities. To achieve its
community reinvestment goals and overall profit objectives, the
corporation relies on a diverse work force and is active in other
ethics endeavors, including mandatory two-day training on
Affirmative Action for all 15,000 of its managers. In line with
the bank’s commitment to economic development, education,
and the environment, BankAmerica recently turned down a
lucrative lending project because it was concerned about the
environmental impact of  the project’s proposed construction
and finished plant.
As this example demonstrates, the allocation of resources and
accountability dimension of marketing and business ethics are
key determinants of strategic directives and the day-to-day
decisions of employees. Without this strategic focus, it is very
difficult to make ethics a key consideration in marketing and
business decision making. Further, the commitment to ethics
must be demonstrated in top management and if relevant,
company founders.
Professional Associations: Professional associations and
organizations in the marketing discipline have established codes
of ethics and related standards that guide marketers in their
daily activities.  Industry level attempts at creating ethical
standards can be effective, because individuals and organizations
want to maintain positive business relations and corporate
image. Most professional associations are designed to educate
members on emerging issues, such as legal standards and ethical
expectations. In addition, the association may function as an
advocacy group to elevate the importance of ethics in an
industry. For example, the Marketing Research Association
(MRA) recently revised its Code of Data Collection Standards.
This code must be upheld by all association members and is
enforced by the MRA’s Professional Standards Committee.
Table 1 lists some of the issues that are addressed in the new
code.

Table 1: Issues Addressed in Marketing Research
Association’s Code of Data Collection Standards
• Accuracy of statements given to respondents to secure

cooperation
• Protection of respondent anonymity
• Parental consent before interviewing children
• Treating respondents with respect
Marketing ethical decision making is not an entirely individualis-
tic process. Rather, marketers both influence and are influenced
by the situation, significant others, industry standards and other
organizational factors present during the decision process. In
marketing organizations, the values, norms and ethical views of
the firm will influence organizational member’s behavior. It is
rare for employees and managers to have the authority to act
independently of  the organization’s wishes. In addition,
industry standards through professional associations will also
influence (un)ethical marketing decisions.
Class Exercise: Visit the web site of the American Marketing
Association and read the association’s code of  ethics and code
of ethics for marketing on the internet. Visit the Direct
Marketing Association web site and read its privacy policy. How
helpful are these codes for encouraging ethical conduct by
marketers? What additions (or deletions) would you make to
these codes so they become more effective? Finally, how can a
professional association hold members accountable for such
standards?
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Several ethical dilemmas confront a manager. The ethical
dilemmas stem from three sources: face to face ethics, corporate
policy ethics and ethics and functional area ethics.
Face to face Ethics: These arise mainly because there is a
human element in most business transactions. For example, a
purchasing agent may develop personal relationship with the
sales representative who sells supplies to a company’s they
frequently know one another on a first name basis, have lunch
together and talk often on the phone. A company’s best
customers may be well known to people in the production
department; it helps to ensure that the company’s products fit
the customer needs.
Because business is composed of these human transactions, it
should not be surprising that face to face ethical dilemmas arise
often.
It is likely that the quality assurance man winks at minor defects
and approves a lot delivered by a supplier because of the
personal relationship the two enjoy between them. It is also not
unlikely that the supervisor over rates the performance of  an
employee because of the similar relationship that exists between
the two.
Corporate policy Ethics  Companies are often faced with
ethical dilemmas that affect their operations across all depart-
ments and divisions. Following conflicting situations are typical:
a. Your R & D department has modernized one of  your

products. It is not really new and advertisement will increase
sales. What would you do?

b. You are interviewing a former product manager who just left
a competitor’s company: You are thinking of  hiring him. He
would be more than happy to tell you all the competitor’s
plans for the coming years. What would do you?

c. You have a chance to win a big account that will mean a lot
to you and our company. The purchasing agent hinted that
he would be influenced by a gift. Your assistant recom-
mends sending a fine colour television set to his home.
What would you do?

d. You produce an anti-dandruff  shampoo that is effective
with one application. Your assis-tant says that the product
would turn over faster if the instructions on the label recom-
mended two applications. What would you do?

e. You work for a cigarette company and up to now have not
been convinced that cigarettes cause cancer. A recent report
has come across your desk that clearly establishes the
connection between cigarette smoking and cancer. What
would you do?

Another issue relates to the consequences of employment
contraction in labour intensive -basic industries because of the
improved methods of production: Modern technology
replacing older methods of production results in hundreds

LESSON 36:
ETHICAL DILEMMAS

being rendered jobless. The issue therefore is: global economic
competitiveness or local social-psychological stability?
The ethical burden of deciding corporate policy matters
normally rests upon a company’s top management. The top
managers and directors are responsible for making’ policies and
implement them too. The’ ethical content of  their policies can
have enormous impact throughout the company It can set an
ethical tone and send strong signals to all employees as well as
to external stakeholders:
Functional Area - Ethics Functional areas of business are
likely to confront ethical issues. Accounting is-a critical function
of any business. Accounting statements reveal to the managers
and owners about the financial soundness of a company
Managers, investors regulating- agencies, tax collectors and trade
unions rely on accounting data to make key decisions. Honesty,
integrity and accuracy are a absolute requirements of the
accounting function . Professional accounting organizations
have evolved generally-accepted accounting standards whose
purpose is to establish uniform standards for reporting
accounting data. When they are followed, these standards
ensure a high level of honest and ethical accounting disclosures.
Rarely are they followed in practice.
Ethical dilemmas crop up in purchasing departments where
strong pressures are felt to obtain the lowest possible prices
from suppliers and where suppliers too feel a similar need to
bag lucrative contracts. Bribes, kickbacks and discriminatory
pricing are temptations to both the parties.
Marketing is another area of the ethics issue. Pricing, promo-
tions, advertising product information, relations between ad
agencies and their clients and marketing research are potential
areas of ethical dilemmas.
Then there is the area of sophisticated communication technol-
ogy which is grossly abused or misused to realize one’s
ambitions.

Managing Ethics
In the past, it was assumed in most companies that ethics was a
matter of individual conscience. But the scenario has changed.
Today, many companies are using managerial techniques that are
designed to encourage ethical behaviors. Some of the manage-
rial interventions to ensure ethical conduct are explained below:

Top Management
It is the chief executive officer who should take initiative in
ensuring ethical standards in his organization. The words of
JRD, that is worth recollecting in this context. “… has also
worked against our growth. What would have happened if our
philosophy was like that of some other companies which do
not stop at any means to attain their ends. I have often thought
of that and I have come to the conclusion that if we were like
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these other groups, we would be twice as big as we are today.
What we have scarified is a 100 per cent growth.”
In addition management must avoid adopting business
strategies  schedules and reward systems that place unreasonable
pressure on employees.

Code of Ethics
Code of ethics have become popular. Codes vary from book
length formulations to succinct statements which in one or two
pages, express a general philosophy for managing conflicts.
Nearly 95 percent. Of Frotune 500 companies have codes and
the trends is visible in our corporate sector also. Following is an
example of a typical code of conduct.
• To charge only fair and reasonable prices and take every

possible step to ensure that the prices to be charged to the
consumer are brought to his notice.

• To take every possible step to ensure that the agents or
dealers do not charge prices higher than fixed

• In times of scarcity not to withhold or suppress stocks of
goods with a view to hoarding or profiteering.

• Not to produce or trade in spurious goods of standards
lower than specified.

• Not to adulterate goods supplied.
• Not to publish misleading advertising
• To invoice goods exported or imported at their correct prices
• To maintain accuracy in weights and measures of goods

offered for sale.
• Not to deal knowingly in smuggled goods.
• Providing after sales service where necessary or possible
• Honoring the fundamental fights of the consumers rights

of  safety, right of  choose, right to information and right to
be heard.

• Discharging social responsibilities and the responsibility to
protect the environment and nature’s infrastructure.

• Ensuring that the product warranty is offered in simple,
unambiguous and concise language, highlighting the rights
of the consumer under it.

It is evident that the above recommendations constitute a
primary level, self-regulating charter for enlightened citizenship
amongst business entities. The CFBP has instituted a set of
prizes and awards called ‘Jamnalal Bajaj Uchit Vyanahar
Puraskar’ (or Jamnalal Bajaj Prize For Fair Business Practices) to
promote exemplary application of the above norms. The CFBP
president claimed that sustained pressure from this council had
resulted in the creation of the Advertising Standards Council of
India (ASOI) and in the promulgation of the consumer
Protection Act.

Tata’s code of conduct 
FOR THE COMPANY FOR THE EMPLOYEES 

• To supply goods and services 
of the highest quality standards 
to ensure the total satisfaction 
of customers. 

• To engage only in activities 
beneficial to the national 
interest of the country they 
operate in. 

• To be fully transparent in 
accounting and financial 
reporting standards. 

• To fully strive for the 
establishment and support of a 
competitive open market 
economy and to abhor unfair 
trade practices. 

• To neither give nor take any 
illegal payment, remuneration, 
gifts, donation or comparable 
benefit to obtain business or 
favours. 

• To comply with all regulation 
regarding the preservation of 
the environment  

• To be a good corporate citizen 
and to actively assist in the 
improvement of the quality of 
life of the community with the 
objective of making it self 
reliant, these social activities are 
regarded as an integral part of 
their business plans and not as 
an optional part. 

• To cooperate and share 
physical, human and 
management resources with 
other Tata companies so long 
as this does not adversely affect 
its business interests and 
shareholder value. 

• Conduct themselves 
professionally with 
professionalism, honesty; 
integrity as well as high 
moral and ethical standards 
and to be fair and 
transparent and to be seen 
so by third parties. 

• Not drive any benefit from 
any information about the 
Company of Group which 
constitutes inside 
information. 

• Report to the management 
any actual or possible 
violation of the code or an 
event that the employee 
becomes aware of that could 
affect the business or 
reputation of the employee’s 
company or any other Tata 
company. 

• Permits employees to pursue 
an active role in civic or 
political affairs as long as it 
does not affect the business 
or interests of the company 
or the group.    

 
The Federation of  Indian Chambers of  Commerce and
Industry (which excludes the MNCs) has-recently’ issued a,
declaration on ‘Norms of Business Ethics’ consisting often
points. The list is almost identical to that of the CFBE The
Punjab, Haryana and Delhi Chamber of  Commerce has also
lately formulated a ‘Code of Ethics’. The code says:
• Business must maintain the highest standards of behavior...

(for) the benefit of  industry, employees, customers,
shareholders and the society.

• Goods and services must conform to the commitment
promised to customers. Business must be realistic and
truthful in stating claims.

• Customers must be given best possible service and treated
with respect and fairness.

• Business must understand and respect the needs, concerns
and welfare of  the community and society. It should use
knowledge and experience for upgrading the quality of life.
All business endeavors must combine the qualities of
private excellence and of public good.

• The best way of promoting high standards of business
practices is through self-regulation. The Code has been
designed as an instrument of  self-regulation to serve as a



86

M
A

R
K

E
T

IN
G

 P
LA

N
N

IN
G

voluntary guideline towards better quality of life and higher
standards of business practice.

The Advertising Standards Council of India expects, among
other things, that there will be:
a. No offense to generally accepted norms of  public decency.
b. Truthfulness and honest in claims and representation  .
c. No indiscriminate advertising of products, which are

hazardous to society or individuals.
Whoever evolves the code, its purpose is to provide guidance to
mangers and employees when they encounter an ethical
dilemma. The most effective codes are those drawn up with the
co-operation and widespread participation of employees. An
internal enforcement mechanism, in-cluding penalties for
violating the code, adds teeth to the code.

Ethics Committees
Many companies have ethics committees to advise on ethical
issues.
Such a “committee can be a high-level one comprising the board
of  directors, chaired by the CEQ of the company.
The committee’s field questions from employees help the
company establish policy in new or uncertain areas, advise the
board of directors on ethical issues and over see the enforce-
ment of the code of ethics.

Ethics Hot Lines
In some companies, when employees are troubled about some
ethical issue but may be reluctant to raise it with their immediate
supervisor, they can place a call on the company’s ethics hot line.
A member of the ethics committee receives the confidential call
and then quickly investigates the situation. Elaborate steps are
taken to protect the identity of the caller, so as to encourage
more employee to report any deviant behavior. This technique
is advantageous in as much as ethics hotlines encourage internal
whistle blowing, which is better for a company than to nave
disgruntled employees take their ethical complaints to the
media.

Ethics Training Programmes
Nearly all companies which take ethics seriously provide training
in ethics for their managers and employees. Such training
programmes acquaint company personnel with the official
company policy on ethical issues, and they-show how those
policies can be translated into the specifics of every day decision
making. Often, simulated cases based on actual events in the in
the company are used to illustrate how to apply ethical prin-
ciples to on the Job problems.
Generally speaking, ethics training is most effective ‘when it is
conducted by company manag-ers, and is steered away from
abstract philosophical discussions to focus con specifics from
the work environment of  those attending.

Ethics and Law
Law and which aim at one thing defining proper and improper
behavior. But the two are not quite the same. Laws are a
society’s attempt to formalize that is to reduce to written rules
ideas about what is right and what is wrong in various walks of
life. However, it is rarely possible for written rules to capture all

the subtle shadings that people give to ethics. Ethical concepts
are more complex than written rules. Ethics deals with human
dilemmas that frequently go beyond the formal language of law
and the meanings given to legal rules.
Similarities and differences apart, legal rules help promote ethical
behaviors in organizations. Some of the Acts which seek to
ensure fair business practices in our country are the following:
The Foreign Exchange Regulation Act, 1973 now replaced by
FEMA
The Companies Act, 1956
The Monopolies and Restrictive Trade Practices Act, 1969
The Consumer Protection Act, 1986
The Environment Protection Act, 1986 The Essential Com-
modities Act, 1955

Corporate Culture and Ethical Climate
Corporate culture is a blend of ideas, customs, traditional
practices, company values and shared meanings that -help define
normal behavior for everyone who works in a company. Every
organization has a culture and it exercises considerable influence
on employee behavior.
Hewlett-Packard is well known for a culture that stresses values
and ethics. Called the ‘HP Way’ by employees, the most
important values of the culture are confidence in and respect for
people, open communication, sharing of benefits and responsi-
bilities, concern for the individual employees and honesty and
integrity:
In some companies, one can feel the blowing of ethical winds.
People pick up subtle hints and clues that tell them what
behavior is approved and what is forbidden. This unarticulated
under-standing among employees is called an ethical climate. It is
that part of corporate culture that sets the ethical tone ‘in a
company.
Three different types of ethical yardsticks are egoism (self-
centeredness),benevolence (concern for others), and principle
(respect for one’s “own integrity; for group norms, and for
society laws). These ethical yardsticks can be applied to dilem-
mas concerning individuals, one’s company or society at large.
For example, if a manager approaches ethics issues with
benevolence in mind, he would stress friendly relations with
employees, emphasize the importance of team play and co-
operation for the company’s benefit and recommends socially
responsible courses of action. However, if the manager used
egoism to think about ethical problems, he would be more
likely to think first of  self-interest, promoting the Company’s
profit and striving for efficient operations at all costs. A
company’s ethical climate depends on which combination it has
of these nine possibilities.
Corporate culture and ethical climate can put much pressure on
people to channel their actions in certain directions desired by
the company.

Improving Ethical Decision Making
Ethical decisions are difficult to make. They cannot be pro-
grammed like production and inventory decisions. But
decisions need to be made in business. This section contains
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practical difficulties in decision making and guidelines which
help a manager in making a choice.

Difficulties in Decision Making
There are at least nine reasons why decision making becomes
difficult.
First, managers face dilemmas in deciding on a course of action.
These conflicts were elaborated earlier in this chapter.
Second, managers confront a distinction between  facts and values
when making ethical decisions. Facts are statements about what is
and values are statements about what ought to be. What is can
never define what ought to be. For example, the cost of research-
ing , developing  and producing a life saving drug may necessitate
fixing a high price, as far as the company is concerned. But the
price may be perceived by users as exploitative.
Third, good and evil exist simultaneously, in tandem and
interlocked. Nestle’s sales of  infant formula in Kenya and
Zambia have led to infant deaths as mothers mixed the
powdered food with contaminated local water and their babies
died of  dysentery. But evidence also shows that the same
formula has saved lives of several other infants. Evil should be
minimized, but it cannot be eliminated.
Fourth, knowledge about the consequence of an action is
limited. One of the principles of decision making is utilitarian.
This implies that if an act results in the greatest good of
greatest numbers, it is taken as morally acceptable. This
principles assumes that the consequences of the act are know-
able. But in a uncertain business environment, consequences
cannot be easily predicted.
Fifth, antagonistic interests frequently use incompatible ethical
arguments to justify their intention. Thus, the ethical sand of a
corporation is often based on entirely different premises from
the ethical stand of critics. Animal lovers may argue against
slaughter on the ground that beasts are entitled to rights similar
to those enjoyed by humans, including the right to life. Poultry
growers, on the other hand, contend that raising food animals
inure benefits to society.
Sixth. Some ethical standards vary with the passage of time.
Donations to political parties were forbidden earlier but is
allowed now. In addition, certain bribes and payments are
accepted practices in Asian, African and Latin American countries
but are not regarded as ethical in the US Doing business with
close friends and family is a standard practice in the Arab world
but is treated as a nepotism in Western Europe.
Seventh, the ethical behavior is molded from the clay of human
imperfection. Unethical practices abound everywhere . An
honest manager finds himself like a babe in the woods, not
able to do anything, surrounded as he is, by dishonesty
anywhere.
Eighth, the early 21st century presents managers with new and
emerging ethical problems that are not solved easily with
traditional ethical guidelines. For example, modern ethical
theory has not yet developed an adequate principle for weighing
human life against economic factors in a decision. Cancer studies
may predict that workers exposed to chemicals will become ill in
small numbers far in the future. How should this information

be balanced against costs of regulation, capital investment or
job loss?

Practical Suggestions for Making Ethical Decisions
Individuals in business can take a number of steps to resolve
ethical problems.
First, three well known principles to resolve an ethical issue are
moral idealism, intuitionism and utilitarianism.
Moral idealism postulates that certain acts are good are good
and other are bad. Pursue those acts which are good and avoid
the bad ones. Moral idealism gives definite answer to ethical
issues.
Intuition leaves it to the individual concerned to sense the
moral gravity of the situation. If he feels that his motives are
good and that they do not intend to hurt any one, he is taking
an intuitive approach to morally difficult situations.
Utilitarianism seeks to establish the moral focus not on the act
or the motives but on the consequences. If the consequences
represent a net increase in society’s happiness, or atleast not a net
decrease, the act is morally right.
Principles of the type described help a manager in making a
decision in ethically difficult circumstances.
Second, consider some decision tactics that illuminate moral
choices. On e such device is to engage in imaginary conserva-
tions with a hypothetical opponent as an antidote for certitude.
Have a conversation or debate with an intelligent person who
takes a different view. Seek out a more experienced, ethically
sensitive person in the organization to be your adviser.
Alternatively, write an essay in favour of  a stand and then a
second, opposed to it. Write a case study in the third person
about your situation. Try to apply ethical principles in answers
to questions raised by the case.
Third, write down pros and cons in the form of a balance sheet.
The balance sheet approach helps decision making by presenting
information in an organized way.
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Fourth, sort out ethical priorities before problems arise.
Prioritization shall help consider alternatives when one is not
under stress.
Fifth, one should commit oneself publicly on ethical issues. He
should identify potential areas of ethical conflict and make clear
his opposition to padding expense accounts, stealing supplies
from the company, price fixing or damaging ecology. Once the
stand is made clear, co-employees will be less tempted to
approach with corrupt intentions.
Sixth, one should set a good personal example for employees.
As the Bhagavat Gita says- ‘Whatever a great man does is
followed by others; people go by the example he sets up’. This
is one of the fundamental managerial functions. An ethical
manager can create a merely uplifting work environment. An
ethical manager can create a merely uplifting work environment.
An unethical manger may make money, but he and the
organization have to pay heavy price- and the price is one’s
integrity.
Finally, ethical perfection is illusory. We live in a morally complex
civilization with profuse rules, norms, obligations and duties
existing like road signs that generally point in the same direc-
tion, but sometimes do not. No method of decision making
ends conflicts, no principle penetrates erringly to the good, no
manager achieves an ethical ideal, particularly in situation s as
these:

Case Study
“The Kentucky Fried Chicken (KFC) controversy provides a case
of unethical, but very subtle practice.
A spokesman of  the Animal Welfare Society revealed some
telling details about the issue of harmful hormones and
chemicals like monosodium glutamate to fatten the chickens
used by KFX (Times of  India, letter to the Editor, February 29,
1996). Recently, Glaxo (India) had announced an incredible 175
per cent interim dividend. This is surmised to be a compensa-
tion for the UK based parent company’s investment of  Rs. 340
million to raise its equity holding from 32 per cent to 51 per
cent. The declaration had come too soon after this increase to
rule out such a connection. Even if this dividend were largely
paid out of the sales proceeds of one of the divisions, still the
question remains: why repatriate large sums out of these
proceeds of one of the divisions, still for business growth in
India? (Business Today, January 22, 1996, p.51).
Similarly, another US company has recently patented an oil-
extracted from neem tree which grows in India. The medicinal
properties of neem have been of household knowledge and
used in India in numerous forms from times immemorial. The
implication of the above patent secured by the US company
seems to be that henceforth, neem oil cannot be used in India
without paying royalty to this company.”
Realization of the fact that there can be no ethical perfection
helps a manager considerably.

Review
1. What do you understand by ethics? Why is ethics important

for business?
2. State and explain the sources of business ethics.

3. What are ethical dilemmas? How can they be resolved?
4. How is ethics managed in a business unit?
5. State the difficulties involved in ethical decision-making.

Bring out the guidelines which help ethical decision making.
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What are Ethical Issues in Marketing?
The complexity of marketing activities can create opportunity
for misunderstandings and mistakes that are ethical dilemmas
for marketers. For this reason, marketers should have a system
for recognizing and responding to legal standards, ethical
values, cultural nuances. This system begins with a fundamental
analysis of  risk areas within marketing decision-making.
Potential ethical issues discussed below are organized along the
fundamental elements of marketing strategy.

Product
As the foundation element of marketing strategy, a product
must be designed to meet customer needs in an ethical and legal
manner. One common concern is the sale of potentially
harmful products. Some individuals believe that tobacco and
alcohol should not be marketed because research has shown
that these products can be harmful. In this case, however, there
are stringent controls on the pricing, promotion, and distribu-
tion of these products. A second complaint is that many
products deliver little benefit for example, some consumers are
surprised to learn that many of the “healthy” foods being
marketed today, such as cholesterol-free salad dressings, high
fiber bran cereals, may have little nutritional value. In fact they
may even be harmful. Despite sincere efforts on the part of
most marketers to provide healthier product many promises
emblazoned on packages and used as ad slogans continue to
confuse. consumers and may actually be harmful to that group
.Many consumers incorrectly assume the product is “safe” and
eat greater amounts .Cholesterol, low-calorie” cherry coffee cake.
. . may confuse some consumers who shouldn’t eat much of it.
A third complaint concerns product safety. Product safety has
been a problem for several reasons, including manufacturer
indifference, increased production com-plexity, poorly trained
labor, and poor quality control; For years, Consumers Union-
the nonprofit testing and information organization that
publishes Consumer Reports-has reported various hazards in
tested products: electrical dan-gers in appliances, carbon
monoxide poisoning from room heaters, injury risks from
lawn mowers, and faulty automobile design, among many
others. The organization’s testing and other activities have
helped consumers make better buying decisions and encouraged
businesses to eliminate product flaws .
However, most manufacturers want to produce quality goods.
The way a com-pany deals with product quality and safety
problems can damage or help its rep-utation. Companies selling
poor-quality or unsafe products risk damaging con-flicts with
consumer groups and regulators. Moreover, unsafe products
can result in product liability suits and large awards for damages.
More fundamentally, con-sumers who are unhappy with a
firm’s products may avoid future purchases and talk other
consumers into doing the same. To day’s marketers know that

LESSON 37:
ETHICS OF MARKETING MIX (PRODUCT)

customer driven quality results in customer satisfaction, which
in turn creates profitable customer relationships.
Ethical issues in product management are exacerbated in an
international environment, when a product may have been
banned by a firm’s domestic government but not in nations
without the regulation. A classic example of this situation is
with the chemical, DDT , that was banned in the U.S. in the
early 1970s but continued to be marketed in developing
countries.

Discussion
Ban of liquir advertisements by government

Product Decisions and Social Responsibility
Product decisions have attracted much public attention. When
making such deci-sions, marketers should consider carefully a
number of public policy issues and reg-ulations involving
acquiring or dropping products, patent protection, product
qual-ity and safety, and product warranties.
Regarding the addition of new products, the government may
prevent compa-nies from adding products through acquisitions
if the effect threatens to lessen com-petition. Companies
dropping products n1ust be aware that they have legal obliga-
tions, written or implied, to their suppliers, dealers, and
customers who have a stake in the discontinued product.
Companies must also must obey U.S. patent laws when
developing new products. A company cannot make its product
illegally similar to another company’s established product.
Manufacturers must comply with specific laws regarding
product quality and safety. The Federal. Food, Drug, and
Cosmetic Act protects consumers from unsafe and adulterated
food, drugs, and cosmetics. Various acts provide for the
inspection of sanitary conditions in the meat- and poultry-
processing industries.
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Safety legis-lation has been passed to regulate fabrics, chemical
substances, automobiles, toys, and drugs and poisons. The
Consumer Product Safety Act of 1972 established a Consumer
Product Safety Commission, which has the authority to ban or
seize potentially harmful products and set severe penalties for
violation of  the law.
If consumers have been injured by a product that has been
designed defectively, they can sue manufacturers or dealers.
Product liability suits are now occurring in federal and state
courts at the rate of almost 110,000 per year, with individual
awards often running in the millions of dollars.20 Tills
phenomenon has resulted in huge increases in product liability
insurance premiums, causing big problems in some industries.
Some companies pass these lighter rates along to consumers by
raising prices. Others are forced to discontinue high-risk product
lines.
Many manufacturers offer written product warranties to
convince customers of  their products’ quality. To protect
consumers, Congress passed the Magnuson- Moss Warranty
Act in 1975. The act requires that full warranties meet certain
min-imum standards, including repair “within °a reasonable
time and without charge” or a replacement or full refund if the
product does not work “after a reasonable number of at-
tempts” at repair. Otherwise, the company must make it clear
that it is .offering only a limited warranty. The law has led
several manufacturers to switch from full to limited warranties
and others to drop warranties altogether as a mar-keting tool.

Consumerism
Consumerism is a movement to inform consumers and protect
them from business malpractices. ‘The movement focuses-on
inferior and dangerous merchandise, unfair business practices
and false or misleading advertisements. Unfair practices by
businessmen abound. Artificial scarcities are created; prices are
unreasonably hiked; adulteration is unabashedly practiced;
under-mea-surement and under-weighing are rapant; money is
accepted in advance, promising delivery of product in question
within a specified define but seldom honored and after-sales
services are mostly an unkempt promise. Ads and labels’ are
misused and<are full of sex, false claims and half truths.
Businessmen should realise their moral responsibility, and
avoid indulging in practices that are harmful to consumers. Such
enlightened self-realization is unfortunately lacking. Govern-
ment regulation becomes necessary to protect consumer
interest.
The government has appropriately passed several legislations
and issued notifications and orders to restrain businessmen
from indulging in felonies. Consequently, we have around fifty
‘laws which have been enacted to protect their interest. The
Consumer Protection Act, 1986, is the latest-to be enacted by
the Central Government. This is the most powerful piece of
legislation which provides effective protection against unfair
trade practices, unsatisfactory services and defective goods. The
provides for setting up of special forums at district, state and
Central levels to deal exclusively with consumer complaints and
issues. It provides for award compensation to the aggrieved
consumer the act brings in its fold even public-undertakings,
which were excluded, by previous legislations.

The apex court, called the National Commission, functions in
Delhi. Every state government has a State Commission. There
are 543 (January 1999) district fora. All these courts have
handled - nearly 13 lakh cases of which about 10 lakh cases have
been disposed off.
The Consumer Protect On Act has been regard as the most
progressive, comprehensive and unique piece of legislation. In
the last international conference on consumer protection held in
Malaysia in 1997: the Act was hailed. as one “which has set in
motion a revolution in the field of consumer rights, the parallel
of which has not been seen any where else in the world”.
Besides enacting legislations, the government has taken other
measurement to protect consumer interest. The government
has included consumer protection as an item of the 20 Point
Programme. A Consumer Advisory Council has been set up by
agencies, including state governments, the Textile Committee
and the Department of  Science and Technology. The media if
giving coverage to the subject and AIR and Doordarshan have
been organizing programmes like Lok Samasyani Sansad and
Janavani.
Apart from what .the government does, the consumer should
himself assert his rights and protect himself against business
malpractices. This is the genesis of  consumerism. Various con-
sumer movements have come up in different parts of the
country and as of today, there are 237 and odd consumer
organisations working towards consumer protection. The
consumer movement is still in its nascent stage. It is sure to
grow and become more powerful as we go into the future
(Read box for the list of consumer groups).

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
 

Passengers and Traffic Relief Association (PATRA) 
Women Graduate Union (WGU) 
Women’s India Association (WIA) 
Triplicane Urban cooperative Stores (TUCS) 
Indian Association of Consumer (IAC) 
Fredric Naumann Foundation (FNF) 
Gayatri Charitable Trust(GCT) 
International Organisation of Consumers Union (IOCU) 
Jyoti Sangh Grahak Suraksha Vibhag 
Bombay Civil Trust (BCT) 
Consumer Guidance Society of India (CGSI) 
Baroda Citizen Coundil (BCC) 
All –India bank Depositors Association (AIBDA) 
Surat Consumer Association  (SCA) 
Karnataka Consumer Services Society(KSCC) 
Visaka Consumer Council (VCC) 
Akhil Bharatiya Grahak Panchayat (AGBP) 
Trichy District Consumer Council (TDCC)  
Consumer Education and Research Centre (CERC) 
Mumbai Grahak Panchayat (MGP) 
Grahak Panchayat (GP) "" 
Jagrut Panchayat (JP)' 
Conslfmer Forum (CF) 
Consumer Education Centre (CEC)  
Voluntary Organisation in the Interest of Consumer Education (VOICE) 
Consumer Unity and Trust Society (CUTS)  
National Centre For Human Settlements & Environment (NCHSE) 
Consumer Guidance Society of Jamshedpur (CGSJ) 
Consumer Action Group (CAG) 
Common Cause (CC) 
SMN Consumer Protection Council 
Bombay Telephone Users' Association (BTUA)  
Federation of Consllmer Organisations of Tamil Nadu (FEDCOT) 
Confederation of Indian Consumer Organisations (CICO)' 
Gujarat Federation of Consumer Organisations (GUSFECO) 
Consumer Coordination Council (CCC) 
 

1915 
1915 
1917 
1949 
1956 
1960 
1960 
1960 
1960 
1962 
1963 
1963 
1966 
1966 
1968 
1969 
1970 
1973 
1974 
1976 
1978 
1979 
1979 
1980 
1980 
1982 
1984 
1984 
1984 
1985 
1985 
1985 
1986 
1989 
1990 
1992 
1992 
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Other ethical issues in product management relate to environ-
mental effects, such as pollution, deforestation, and the
protection of natural assets. Again, regulatory variance may
permit specific actions in one country, but not another.

Environmentalism
Whereas consumerists consider whether the marketing system
is efficiently serving consumer wants, environmentalists are
concerned with marketing’s effects on the environment and
with the costs of serving consumer needs and wants. Environ-
mentalism is an organized movement of concerned citizens,
businesses, and government agencies to protect and improve
people’s living environment. Environmentalists are not against
marketing and consumption; they simply want people and
organizations to operate with more care for the environment.
The mar-keting system’s goal, they assert, should not be to
maximize consumption, consumer choice, or consumer
satisfaction, but rather to maximize life quality. “Life quality”
leans not only the quantity and quality of consumer goods and
services but also the quality of  the’ environment. Environmen-
talists want environmental costs included in both producer and
consumer decision making.
The first wave of modern environmentalism in the United
States was driven by environmental groups and  concerned
consumers in the 1960s and 1970s.J’hey were-concerned with’
damage to the ecosystem caused by strip mining, forest
depletion, acid rain, loss of  the atmosphere’s ozone layer, toxic
wastes, and litter. They also were concerned with the loss of
recreational areas and with the increase in health prob-lems
caused by bad air, polluted water, and chemically treated food.
The second environmentalism wave was driven by government,
which passed laws and regulations during the 1970s and 1980s
governing industrial practices impacting the environment. This
wave hit some industries hard. Steel companies and utilities had
to invest billions of dollars in pollution control equipment and
costlier fuels. The auto industry had to introduce expensive
emission controls in cars. The packaging industry had to find
ways to reduce litter. These industries and others have often
resented and resisted environmental regulations, especially when
they have been imposed too rapidly to allow companies to
make proper adjust-ments. Many of these companies claim they
have had to absorb large costs that have made them less
competitive.
As; we move into the twenty-first century, the first two
environmentalism waves are merging into a third and stronger
wave in which companies are accepting responsibility for doing
no harm to the environment. They are shifting from protest to
prevention, and from regulation to responsibility. More and
more companies are adopting policies of environmental
sustainability-developing strategies that both sustain the
environment and produce profits for the company. According
to one strategist, “The challenge is to develop a sustainable global
economy: an economy that the planet is capable of supporting
indefinitely. . . . [It’s] an enormous chal-lenge-and an enormous
opportunity.”
Figure  shows a grid that companies can use to gauge their
progress toward environmental sustainability. At the most basic
level, a company can practice pollu-tion prevention. This involves

more than pollution control-cleaning up waste after it has been
created. Pollution prevention means eliminating or minimizing
waste before it is created. Companies emphasizing prevention
have responded with “green marketing” programs-developing
ecologically safer products, recyclable and biodegradable
packaging, better pollution controls, and more energy-efficient
operations (see Marketing Highlight 20.2). They are finding that
they can be both green and competitive. Consider how the
Dutch flower industry has responded to its environmental
problems:

Tomorrow

Today

Intense cultivation of flowers in small areas was contaminating
the soil and groundwater with pesticides, herbicides, and
fertilizers. Facing increasingly strict regulation, . . . the Dutch
understood that the only effective way to address the prob-lem
would be to develop a dosed-loop system. In advanced Dutch
greenhouses, flowers now grow in water and rock wool, not in
soil. This lowers the risk of infestation, reduc-ing the need for
fertilizers and pesticides, which are delivered in water that
circulates and is reused. The. . . dosed-loop system also reduces
variation in growing conditions, thus improving product
quality. Handling costs have gone down because the flowers are
cultivated on specially designed platforms. . The net result is not
only dramatically lower environmental impact but also lower
costs, better product quality, and enhanced global competitive-
ness.

Case study- Coca Cola and Pepsi Harm
India’s Ecology
In 2002-03 , there was a controversy surrounding the Indian
subsidiaries of multinational cola majors Coca Cola and Pepsi.
The two companies had caused severe ecological damage to the
state of Himachal Pradesh by painting their advertisements on
the rocks. There were legal proceedings against them which
forced the companies to undertake efforts  to repair the
damages.
Issues to be discussed- Rationale behind seasoned companies
exploiting natural resources for commercial gains from the
business ethics perspective.

Responsibility for Product Performance
Consumers have the right to expect the products they buy to be
what their producers claim them to be and further they have a
right to expect them to be safe. In the past when products were
simple and familiar to consumers, it was reasonable t9 expert
them to share responsibility for product performance. As the
products become varied and complex and unfamiliar to the
buyers, responsibility in performance should not be theirs.



92

M
A

R
K

E
T

IN
G

 P
LA

N
N

IN
G

Businessmen should assume full responsibil-ity. Such assur-
ances as money back guarantee and guarantee for a said period
are not enough. Responsibility for performance and safety
throughout the life of the product should be assumed by
businessmen. Luckily, for businessmen, product liability suits
are not filed in law courts by consumers in India as is done in
the US.

Cost of Consumer Protection
Consumer no doubt needs protection against business
malpractices. .But too much protection is not advisable as it has
cost implications. Consumer protection costs may be defined in
three ways:
Economic Costs: Economic costs are connected with the
defending charges of regulatory agen-cies and cost of manufac-
turing consumer safety devices such as safety belts, pollution
control devices and built-in. safety measures. The economic
costs are passed on 16’the consumers through increased prices
of goods and services.
Social Costs: More severe are the social costs which reflect
themselves in at least three ways. First is the loss of freedom of
choice to the buyer. Increased -protection means that the
consumer depends more on the system, thus depriving him of
an opportunity of making a choice  no matter if mistakes are
committed in the process. Mistakes, it is said, are a part of
growth. Secondly, increased protection results in the prolifera-
tion of government agencies which upsets pluralistic balance.
Finally, the fear of  product liability discourages innovation.
Opportunity Costs: A third category of consumer protection
cost is opportunity costs. These costs arise from the ordering of
social priorities. “Resources used for one purpose make them
unavailable for other use.” Observe Keithc Davis and
Blomstrrom, “Disproportionate concern with consumer
protection may divert attention and resources away from social
problems which should have equal or perhaps greater priority.

Case Study

Illegal Gm Food In Indian Market
NEW DELHI, 6 June 2001 - In a press conference held in the
Defence Colony market in Delhi, Greenpeace announced that
Genetically Engineered (GE) food have illegally entered the
Indian market. Greenpeace provided evidence of two popular
products - Pringles Potato Chips and Isomil Baby food
containing genetically engineered ingredients.
Tests conducted by an independent laboratory, Hong Kong
DNA Chips, prove that Procter and Gamble’s Pringles Potato
Crisps and Abbott Laboratories Isomil baby food both
manufactured in and imported from the USA contained
genetically engineered ingredients. Tests very specifically showed
the presence of Monsanto’s GE Roundup Ready crops in both
the products (1).
According to Indian law (2), it is illegal to import or sell any
genetically engineered food products without the prior approval
of the Genetic Engineering Approval Committee (GEAC),
under the Ministry of Environment and Forests. After checking
with the GEAC, Greenpeace found neither Abbot, nor
Monsanto or Procter and Gamble had applied for a permit, in
blatant violation of  the law.

“Not only are these companies unashamedly violating the laws
of  the country, they are deceiving an oblivious public,” stated
Michelle Chawla, Greenpeace’s Genetic Engineering Cam-
paigner.
Greenpeace accused the manufacturers of practicing double
standards. Although the companies would be allowed to sell
these products in Europe, Procter and Gamble have assured
citizens in Europe they will not use GE ingredients in their
food products. Also Abbott assured the consumers in UK and
the Netherlands that its products were GE-free.
“Scientists still do not know the long term effects of releasing
GMOs into the environment and people’s diet,” said Isabelle
Meister, science advisor with Greenpeace International. “There is
increasing evidence that GMOs might have harmful effects on
the environment or to public health. Only recently, hundreds of
food products had to be recalled in the US, because they
contained traces of a genetically engineered corn (StarLink),
suspected to cause allergies.”
Greenpeace demands that the companies immediately withdraw
their food products and respect the law while asking the
Government to take necessary action to enforce the law and
prosecute it’s violation.

Notes
1. On May 24th, 2001, Greenpeace commissioned an

independent Hong Kong Food Testing Laboratory (Hong
Kong DNA Chips, Ltd) to test 6 consumer food items
available in the Indian market. The laboratory used a
standard PCR test (polymerase chain reaction) to check for
the presence of gene sequences from the two most
commonly grown types of genetically engineered crops.

Round Up Ready crops (primarily soya and some corn), which
have been genetically engineered to resist Monsanto’s weedkiller
“Roundup” Bt Crops (primarily corn) that have been genetically
engineered to produce an insecticide toxin
All 6 products were chosen for testing because they contained
either soya or corn ingredients. The test results for Pringles
Crisps and Isomil Baby food were positive for Monsanto’s
Roundup Ready crops.
2. Under the Rules for the Manufacture, Use , Import, Export

and Storage of Hazardous Micro Organisms Genetically
Engineered Organisms or Cells (1989), Rule 7 (1) states “No
person shall import, export, transport, manufacture, process,
use or sell any hazardous microorganisms genetically
engineered organisms/substances or cells except with the
approval of the Genetic Engineering Approval Committee.”

Rule 11 states: “Foodstuff, ingredients in food stuffs and
additives including processing and containing or consisting of
genetically engineered organisms or cells, shall not be produced,
sold, imported or used except with the approval of the Genetic
Engineering Approval Committee.”
3. In 2000, over 50 percent of the soya and= 25 percent of the

corn grown in the US was genetically engineered. The US
refuses to segregate conventional crops from the genetically
engineered ones. Therefore soya and corn from the US is
almost certainly contaminated with GE. The US is the major
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source of genetic contamination. Interestingly, sixty percent
of all processed foods contain soya or/and corn ingredients,
such as soya flour, soya lecithin. Food items processed in the
US are at a high risk of containing GMOs.

1. Discuss the role played by Greenpeace in the above case
study.

2. How can we make companies like Procter and Gamble more
accountable.

3. What do you think should be the punishment ? Is simply
withdrawing its product from the market sufficient.

4. What steps can a consumer take? Discuss in the light of this
case study.
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Pricing
Setting prices is a very complex activity that takes into account
organizational goals, customer characteristics, and competitive
forces. By definition, a core business goal is profitability. A price
is usually set to maximize profits, which creates an ethical
dilemma when the market will pay a price that far exceeds the
benefits of the product. In addition, some marketers will give
preferential pricing to large accounts, which raises questions of
price discrimination. A key legal issue in pricing is price-fixing,
where marketers jointly agree to set the price at which a product
will be sold. This practice is illegal in the United States and other
countries because it violates anti-trust legislation. Finally, a
pricing issue in international marketing is “dumping.” Dump-
ing is the practice of selling products in other countries for a
price below production costs. This practice may be seen as an
appropriate strategy for generating market share and presence,
but is highly questionable in most legal and ethical contexts.
Other ethical issues in Pricing are:

1. Price Fixing
Federal legislation on price-fixing states that sellers must set
prices without talking to competitors. Otherwise, price collusion
is suspected. Price-fixing is illegal per se -that is, the government
does not accept any excuses for price-fixing. Companies found
guilty of such practices can receive heavy fines. For example,
when the U.S. Justice Department recently found that Archer
Daniels Midland Company and three of its competitors had
met regularly in the early 1990s to illegally fix prices, the four
companies paid more than $100 million to settle the charges.
Even a simple conversation between competitors can have
serious conse-quences. For example, during the early 1980s,
American Airlines and Braniff were immersed in a price war in
the Texas market. In the heat of  the battle, American’s CEO,
Robert Crandall, called the president of Braniff and said, “Raise
your. . . fares 20 percent. I’ll raise mine the next morning. You’ll
make more money and I will, too.” Fortunately for Crandall,
the Braniff  president warned him off, saying, “We can’t talk
about pricing!” As it turns out, the phone conversation had
been recorded, and the U.S. Justice Department began action
against Crandall and American for price-fixing. The charges were
eventually dropped-the courts ruled that because Braniff had
rejected Crandall’s proposal, no actual collusion had occurred
and that a proposal to tax prices was not an actual violation of
the law. Still, as part of  the set-tlement, for two years Crandall
was required to keep a detailed log of his conversa-tions with
fellow airline chie,fs.18 Such cases have made most executives
very reluc-tant to discuss prices in any way with competitors.

2. Predatory Pricing
Sellers are also prohibited from using predatory pricing—
selling below cost with the intention of punishing a competitor
or gaining higher long-run profits by putting competitors out

LESSON 38:
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of business. This protects small sellers from larger ones who
might sell items below cost temporarily or in a specific locale to
drive them out of  business. The biggest problem is determin-
ing just what constitutes predatory pricing behavior Selling
below cost to sell off excess inventory is not considered
predatory: sellil1 below cost to drive out competitors is. Thus.
the same’ action may or may not be  predawn’ depending on
intent and intent can be very difficult  determine or prove.
In recent years, several large and powerful companies have been
accused of  this practice. For example, Wal-Mart has been sued
by dozens of small competitors charging that it lowered prices
in their specific areas to drive them out of business. In another
case, the Justice Department sued American Airlines in 1999 for
allegedly using predatory pricing to muscle three small competi-
tors-Vanguard Airlines, Sun Jet, and Western Pacific-out of  its
huge Dallas-Fort Worth hub. American contended that it was
just being a tough competitor. 19 Giant Microsoft has also been
a Justice Department target:
• When Microsoft targets a market for domination, it

frequently wins over cus-tomers with an irresistible offer: free
products. In 1996, Microsoft stated giving away Internet
Explorer, its Web browser-and in some cases arguably even
“paid” peo-ple to use it by offering free software and
marketing assistance. The strategy was crucial in wresting
market dominance from Netscape Communications
Corporation. Netscape constantly revised its pricing structure
but “better than free” is not the most appealing sales pitch.
Most of Microsoft’s giveaways were offered as part of  its
effort to gain share in the interactive corporate computing
market. For instance, the company offered free Web server
software to customers who purchase the Windows NT
network operating system. Netscape was selling a higher-
powered version of the same software for $4,100. Although
such pricing and promotion  strategies might be viewed as
shrewd marketing by some, competitors saw them as purely
predatory. They noted that in the past, once Microsoft had
use these tactics to gain a lion’s share of  the market, it had
tended to raise prices above market levels. For example, the
wholesale price it charged PC makers for its Windows
operating  system (in which is bundled the Internet
Explorer) has doubled during the past seven years.

3. Deceptive Pricing
Deceptive pricing occurs when a seller states prices or price
savings that mislead consumers or are not actually available to
consumers. This might involve bogus ref-erence or comparison
prices, as when a retailer sets artificially high “regular” prices then
announces “sale” prices close to its previous everyday prices.
Such comparison pricing is widespread:
Open any Sunday newspaper and find hundreds of such
promotions being to Treed by a variety of  retailers, such as
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supermarkets, office supply stores, furniture stores, CO111-
pUter stores, appliance stores, pharmacies and drug stores, car
dealers, department stores. and others. Surf the Internet and
see similar price promotions. Watch the shopping channels on
television and find more of  the same. It seems that, today,
selling prices rarely stand alone. Instead retailers are using an
advertised reference price (e.g., regular price, original price,
manufacturer’s suggested price) to suggest that buyers will save
money if they take advantage of the “deal” being offered.
Such claims are legal if  they are truthful. However, the FTC’s
Guides Against Deceptive Pricing warns sellers not to advertise
a price reduction unless it is a saving from the usual retail price,
not to advertise “factory” or “wholesale” prices unless such
prices are what they are claimed to be, and not to advertise
comparable value prices on imperfect goods.
Other deceptive pricing issues include scanner fraud and price
confusion. The widespread use of scanner-based computer
checkouts has lead to increasing com-plaints of retailers
overcharging their customers. Most of these overcharges result
from poor management-from a failure to enter current or sale
prices into the sys-tem. Other cases, however, involve inten-
tional overcharges. Price confusion  results when firms employ
pricing methods that make it difficult for consumers to under-
stand just what price they are really paying. For example,
consumers are sometimes mislead regarding the real price of a
home mortgage or car leasing agreement. In other cases,
important pricing details may be buried in the “fine print.”
Many federal and state statutes regulate against deceptive pricing
practices. For example, the Automobile Information Disclosure
Act requires automakers to attach a statement to new car
windows stating the manufacturer’s suggested retail price, the
prices of  optional equipment, and the dealer’s transportation
charges. However, reputable sellers go beyond what is required
by law. Treating customers fairly and making certain that they
fully understand prices and pricing terms is an important part
of building strong and lasting customer relationships.

4. Price Discrimination
Preventing unfair price discrimination ensures that sellers offer
the same price terms to customers at a given level of trade. For
example, every retailer is entitled to the same price terms from a
given manufacturer, However, price discrimination is allowed if
the seller can prove that its costs are different when selling to
different retailers-for example, that it costs less per unit to sell a
large volume of bicycles than to sell a few bicycles to a local
dealer. Or the seller can discriminate in its pricing if the seller
manufactures different qualities of the same product for
different ‘retailers. The seller has to prove that these differences
are proportional. Price differ-entials may also be used to “match
competition” in “good faith,” provided the price discrimination
is temporary, localized, and defensive rather than offensive.
Resale price maintenance is also prohibited-a manufacturer
cannot require deal-ers to charge a specified retail price for its
product. Although the seller can propose a manufacturer’s
suggested retail price to dealers, it cannot refuse to sell to a dealer
who takes independent pricing action, nor can it punish the
dealer by shipping late or denying advertising allowances. for
example, in 1996 the Federal Trade Commission (FTC) charged

that New Balance had engaged in fixing resale prices for its
athletic shoes. Its agreements with retailers required that the
retailers raise the price of New Balance products, maintain prices
at levels set by New Balance, and not discount the products.
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Factors Responsible for  Higher Prices

High Costs of Distribution
A long-standing charge is that greedy intermediaries mark up
prices beyond the value of their services. Critics charge that there
are too many intermediaries,  that intermediaries are inefficient
and poorly run, or that there provide unnecessary or duplicate
services. As a result, distribution costs too much and consum-
ers pay for these excessive costs in the form of higher prices.
How do resellers answer these charges? They argue that
intermediaries do that would otherwise have to be done by
manufacturers or consumers. Mar_ reflect services that consum-
ers themselves want-more convenience, larger stores and
assortment, longer store hours, return privileges, and others.
Moreover, the c0S3 of operating stores keep rising, forcing
retailers to raise their prices. In fact, the argue, retail competition
is so intense that margins are actually quite low; For exam-ple,
after taxes, supermarket chains are typically left with barely 1
percent profit on their sales. If some resellers try to charge too
much relative to the value they add other resellers will step in
with lower prices. Low-price stores such as Wal-Man. Best Buy,
and other discounters pressure their competitors to operate
efficiently and keep their prices down.

High Advertising and Promotion Costs
Modern marketing is also accused of pushing up prices to
finance heavy advertising and sales promotion. For example, a
dozen tablets of a heavily promoted brand of aspirin sell for
the same price as 100 tablets of less promoted brands. Differen-
tiated products-cosmetics, detergents, toiletries-include
promotion and packaging costs that can amount to 40 percent
or more of  the manufacturer’s price to the retailer. Critics charge
that much of the packaging and promotion adds only psycho-
logical value to the product rather than functional value.
Retailers use additional promotion-advertising, displays, and
sweepstakes-that add several cents more to retail prices.
Marketers respond that consumers can usually buy functional
versions of products at lower prices. However, they want and are
willing to pay more for products that also provide psychological
benefits-that make them feel wealthy, attractive, or special.
Brand-name products may cost more, but branding gives
buyers confidence. Heavy advertising adds to product costs but
is needed to inform millions of potential buyers of the merits
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of a brand. If consumers want to know what is available on the
market, they must expect manufacturers to spend large sums of
money on advertising. Also, heavy advertising and promotion
may be necessary for a firm to match competitors’ efforts-the
business would lose “share of mind” if it did not match
competitive spending. At the same time, companies are cost-
conscious about promotion and try to spend their money
wisely.

Excessive Markups
Critics also charge that some companies mark up goods
excessively. They point to the drug industry, where a pill costing
5 cents to make may cost the consumer $2 to buy. They point to
the pricing tactics of funeral homes that prey on the confused
emotions of bereaved relatives and to the high charges for
television repair and auto repair.
Marketers respond that most businesses try to deal fairly with
consumers because they want repeat business. Most consumer
abuses are unintentional. When shady marketers do take
advantage of consumers, they should be reported to Better
Business Bureaus and to state and federal agencies. Marketers
also respond that consumers often don’t understand the reason
for high markups. For example, pharma-ceutical markups must
cover the costs of purchasing, promoting, and distributing
existing medicines plus the high research and development
costs of formulating and testing new medicines.

Review
What are the various unethical practices in pricing ?
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Distribution
A fundamental task facing marketers is the development of
relationships with distributors. The process of developing
strong relations can lead to ethical questions, especially where
gifts and incentives are involved. For example, some distribu-
tors expect high-value gifts such as tickets to professional
sporting events, whereas others will have a company policy
limiting the value of any gift. Norms relative to gifts and
incentives will vary in different industries and organizations. It
is incumbent on marketers to understand the legal and ethical
standards for developing distributor relations. For international
marketers, a key ethical issue is the payment of bribes to
facilitate distribution and transportation in certain countries.
The documentation and approval process accompanying
imports to a country may be coupled with the expectation of a
facilitating payment or bribe. In addition, other aspects of
distribution and production may be subject to such payments.
For example, Del Monte Corporation paid nearly $500,000 to a
“banana consultant” to assist with the purchase of a banana
plantation in Guatemala. Del Monte’s request to purchase the
plantation had been repeatedly denied by the Guatemalan
government. However, the government reversed its decision
after the company paid the consultant.

Promotion
As the communication element of the marketing mix, promo-
tional strategy is subject to interpretations that must pass both
legal and ethical standards. Because of the interpretive and
perceptual element of communications, marketers must be
careful in developing promotional strategy. There are various
regulations on the packaging of products and specific promo-
tional tools. Promotional messages should be free of
exaggerations and false claims and marketers must be careful to
gauge public perception of  communications strategy.Finally,
many consumers are concerned about their privacy with respect
to marketing strategy, especially through unsolicited communi-
cations and the gathering of personal data. The Direct
Marketing Association has established strict standards on
privacy and is proactive in generating member compliance with
these standards.

Media Message Impacts
1. Materialism- Materialism is defined as the tendency to give

undue importance to material interests.
2. Creating harmful stereotypes-
3. Promoting harmful products-There is a national concern

with the problems of alcohol and cigarettes.
4. Deceptive Health claims- Another issue is the use of health

claims, particularly  in the food advertising.

LESSON 39:
ETHICS OF MKT MIX (DISTRIBUTION AND PROMOTION)

Direct Marketing
During the past few years, the direct-marketing industry has also
shady tactics of a few direct marketers can bother or harm
consumers, giving the entire industry a black faced growing
concerns about invasion-of-privacy issues.
Direct-marketing excesses sometimes annoy or offend consum-
ers. Beyond irritating con-sumers, some direct marketers have
been accused of taking unfair advantage of impul-sive or less
sophisticated buyers. TV shopping shows and program-long
“infomercials” seem to be the worst culprits. They feature
smooth-talking hosts, elaborately staged demonstrations,
claims of drastic price reductions, “while they last” time
limitations, and unequaled ease of purchase to inflame buyers
who have low sales resistance.
Worse yet, so-called heat merchants design mailers and write
copy intended to mislead buyers. Political fund-raisers, among
the worst offenders, sometimes use gimmicks such as “look-
alike” envelopes that resemble official documents, simulated
newspaper clippings, and fake honors and awards. Other direct
marketers pretend to be conducting research surveys when they
are actually asking leading questions to screen or persuade
consumers. Fraudulent schemes, such as investment scams or
phony collections for charity, have also multiplied in recent years.
Crooked direct marketers can be hard to catch: Direct-marketing
customers often respond quickly, do not interact personally with
the seller, and usually expect to wait for delivery. By the time
buyers realize that they have been bilked, the thieves are usu-ally
somewhere else plotting new schemes.

Invasion of Privacy
Invasion of privacy is perhaps the toughest public policy issue
now confronting the direct-marketing industry. These days, it
seems that almost every time consumers enter a sweepstakes,
apply for a credit card, take out a magazine subscription, or
order products by mail, telephone, or the Internet, their names
are entered into some company’s already bulging database.
Using sophisticated computer technologies, direct marketers can
use these databases to “micro target” their selling efforts.
Consumers often benefit from such database marketing-they
receive more offers that are closely matched to their interests.
However, many critics worry that marketers may know too much
about consumers’ lives and that they may use this knowledge to
take unfair advantage of consumers. At some point, they claim,
the extensive use of  databases intrudes on consumer privacy.
For example, they ask, should AT&T be allowed to sell
marketers the names of customers who frequently call the 800':
numbers of catalog companies? Should a company like
American Express be allowed to make data on its 175 million
American cardholders available to merchants who accept x cards?
Is it right for credit bureaus to compile and sell lists of people
who have recently applied for credit cards-people who are
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considered prime direct-marketing targets because of their
spending behavior? Or is it right for states to sell the names and
addresses of  driver’s license holders,- along with height, weight,
and gender information, allow-ing apparel retailers to target tall
or overweight people with special clothing offers?
- In their drives to build databases, companies sometimes get
carried away. For example, when first introduced, Intel’s new
Pentium III chip contained an imbed-ded serial number that
allowed the company to trace users’ equipment. When pri-vacy
advocates screamed, Intel disabled the feature. Similarly,
Microsoft caused sub-stantial privacy concerns when it intro-
duced its Windows 95 software. It used a “Registration
Wizard,” which allowed users to register their new software
online.
- However, when users went online to register, without their
knowledge, Microsoft took the opportunity to “read” the
configurations of their PCs. Thus, the company gained instant
knowledge of the major software products running on each
cus-tomer’s system. When users learned of  this invasion, they
protested loudly and Microsoft abandoned the practice. Such
actions have spawned a quiet but deter-mined “privacy revolt”
among consumers and public policy makers. 57
In one survey of  consumers, 79 percent of  respondents said
that they were con-cerned about threats to their personal privacy.
In a survey of  Internet users, 71 per-cent of  respondents said
there should be laws to protect Web privacy and a full 84 percent
objected to firms selling information about users to other
companies.
Direct marketers know that, left untended, such problems will
lead to increas-ingly negative consumer attitudes, lower
response rates, and calls for more restric-tive state and federal
legislation. More importantly, most direct marketers want the
same things that consumers want: honest and well-designed
marketing offers tar-geted only toward consumers who. will
appreciate and respond to them. Direct marketing is just too
expensive to waste on consumers who don’t want it.

Deceptive Advertising
Deception exists when an advertisement is introduced into the
perceptual process of some audience and the output of that
perceptual process differs from reality of the situation and
affects buying behaviour to the detriment of the consumers.
Legally deception occurs when
1. There is a misrepresentation,omission,or practice that is likely

to mislead.
2. The consumer is acting responsibly(or reasonably ) in the

circumstances.
3. The practice is material and consumer injury is possibly

because consumers  are likely to have chosen differently if
there was no deception

Misrepresentation or  Omission

1. Suggesting that a small difference was important
2. Artificial product demonstrations
3. Using an ambiguous or easily confused phrase
4. Implying a benefit that does not fully or partially exist

5. Implying a product benefit is unique to a brand
6. Implying that a benefit is needed or that a product will

fulfill a benefit when it will not
7. Incorectly implying that an endorser uses and advocates the

brand
8. Omitting a needed qualification
9. Making a claim without substantiation
10. Bait and switch
11. Identifying the advertising
12. Telemarketing
13. Intellectual property

Puffery (Exaggeration)
Puffing takes two general forms. The first is a subjective
statement of  opinion about a product’s quality, using such
terms as “the best” or “the greatest” .nearly all advertisements
contain some measure of  puffery.
The second form of  puffery is an exaggeration extended to a
point that is obviously not true.

Truth in Ads and Labels
Advertising is a vehicle through which the seller seeks to inform
and guide the buyer to make intelligent buying decisions. In
practice, advertising carries false claims, half-truths and objec-
tionable pictures. Advertisement fails to help the buyer to make
intelligent buying decisions.
Unfortunately, there was no legislation till recently to check
misuse of advertisement .by sellers: The MRTP Act is now
amended to arm the MRTP Commission with far-reaching
powers to check the misuse of advertisements.
It is heartening to note that’ the advertising profession has also
realised the need for observ-ing a certain code of  conduct while
advertising products. In April 1982, the Ad-Club of India
(ACE) appointed a committee to formulate a regulatory code
for the profession that includes advertisers, agencies and the
media. The committee suggested the following code which has
been accepted:

Advertising Code
• Make honest claims and do not mislead the consumer.
• Do not offend the generally accepted standards of public

decency.
• Safeguard against the excessive promotion of products

which are regarded as hazardous to society or individuals.

• Observe fairness in competition between different brands of
the same product, or a product and its substitute.

The code seeks to ensure protection to consumers against
spurious advertising and guarantee that generally accepted
standards of morality are upheld.
With the formation of the code, the advertising profession has
started working on establish-ing a body to implement advertis-
ing norms and standards. The body, a public limited company,
is called the Advertising Standards Council of India (ASCI).
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Closely related to truth in advertising is the question of truth in
labeling. The label gives additional information about the
product and the seller seeks to enable the buyer to know what
the product will or will not do for him. Like ads, labels are also
misused. To check such misuse, the government has passed the
Central Packaged Commodities (Regulation) Order, 1975, which
requires the disclosure of such information about the products
as the name of manufactures, date of manufacture, date of
expiry, net weight, and sale price on the containers and the
packages.

Summery
Marketers are sometimes accused of deceptive practices that lead
consumers to believe they will get more value than they actually
do. Deceptive practices fall into three groups: deceptive pricing,
promotion, and packaging. Deceptive pricing includes practices
such as falsely advertising “factory” or “wholesale” prices or a
large price reduction from phony high retail list price. Deceptive
promotion includes practices such as overstating the product’s
features or performance, luring the customer to the store for a
bargain that is out of stock, or running rigged contests.
Deceptive packag-ing includes exaggerating package contents
through subtle design, not filling the package to the top, using
misleading labeling, or describing size in misleading terms.
To be sure, questionable marketing practices do occur. For
example, at one time or another, we’ve all gotten an envelope in
the mail which says something like “You have won Rs
10,000,00” In recent years, sweepstakes companies have come
under the gun for their deceptive communication practices.
The toughest problem is defining what is “deceptive.” For
example, some years ago, Shell Oil advertised that Super Shell
gasoline with platformate gave more mileage than did the same
gasoline without platformate. Now this was true, but what
Shell did not say is that almost all gasoline includes plat-
formate. Its defense was that it had never claimed that
platformate was found only in Shell gasoline. But even though
the message was literally true, the FTC felt that the ad’s intent
was to deceive.
Marketers argue that most companies avoid deceptive practices
because such practices harm their business in the long run. If
consumers do not get what they expect, they will switch to
more reliable products. In addition, consumers usually protect
themselves from deception. Most consumers recognize a
marketer’s selling intent and are careful when they buy, some-
times to the point of not believing com-pletely true product
claims. One noted marketing thinker, Theodore Levitt, claims
that some advertising puffery is bound to occur-and that it may
even be desirable:
Finally, it is important to link marketing ethics with the
marketing concept. Once an organization decides to make
customer satisfaction, not just profitability, a core objective then
a relationship orientation has been established. When organiza-
tions begin to focus on customer relationships and the
development of trust, the promise of ethics has been em-
ployed. If the company is truly customer-centered, then a
marketing strategy that deceives or gouges will not be tolerated.
Thus, as marketing continues to mature, its core concepts and
practices will also evolve with respect to an ethical orientation.

Multiple choice questions
Marketing ethics define:
a. improper behavior in marketing.
b. specific rules that govern marketing professional associations.
c. utilitarian and formalist approaches to decision making.
*d. right and wrong behavior in marketing.
Utilitarian moral philosophies focus on:
a. formal rules of  decision making.
*b. maximizing the greatest good for the greatest number of

people.
c. religious teachings and expectations
d. the rights of individuals
One reason individual factors are not the best predictor of
ethical behavior in marketing is that many marketing decisions
are made:
a. by top management, with little input from other employees.
*b. in teams and groups.
c. in consultation with family and friends.
d. without consulting company codes of ethics.
As a salesperson, Tracy travels at least four days a week. During
this business travel, Tracy must keep track of  all expenses, such
as food and lodging costs, mileage, and phone calls. Tracy’s
organization rarely checks receipts for accuracy and relevance to
work. This situation represents the _______ factor in market-
ing ethical decision making.
a. significant others
*b. opportunity
c. cognitive moral development
d. individual moral philosophy
In a major resort area in Florida, hotels, restaurant chains, and
theme parks dominate the landscape. For tourists wanting to
purchase grocery items, there are very few choices in the resort
area. This situation may raise an ethical issue with respect to the
_____ element of the marketing mix.
a. product
b. promotion
c. personal selling
*d. pricing
Which of the following activities will probably not help
improve the ethical behavior of a marketing firm?
a. training employees to become more sensitive to ethical issues
b. integrating ethical concerns into employee evaluation and

feedback
*c. evaluating employees’ level of moral development
d. having top management model and expect ethical conduct

Essay Questions
1. As the new marketing manager of a retail store, you are in

the process of establishing operating standards and the
marketing planning process. What steps will you take to
heighten the marketing department’s sensitivity to ethical
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issues? Provide three specific recommendations for
encouraging an organizational focus on ethical marketing
decisions.

2. Using the fundamental elements of the marketing mix,
describe two ethical issues in the areas of product, pricing,
distribution, and promotion.

3. Describe marketing ethics and why it is important to
organizations today. Delineate the two major factors that
affect ethical decision-making. Provide two specific examples
of each factor. How can marketing managers control some
of these factors?

4. Why does marketing have a “bad reputation” among certain
consumers? How do you think the marketing industry can
reduce or manage its ethical problems? How will emerging
marketing technologies, such as the Internet, create new
issues for the industry?

Case Study

What is a Marketing Manager to Do? A Crisis at Soy-
DRI Industries

Background
You are the Marketing Manager for Soy-DRI Industries
(Soybean Derivative Research Initiatives), a company that
manufactures and markets soy-based products that have
moisture absorbing properties. This morning, you received a
communication from the company’s General Counsel indicating
there may be a problem with customers’ use or misuse of a
Soy-DRI product. The CEO has requested that you meet with
other executives to come up with a comprehensive action plan.
The meeting will take place immediately.

Soy-DRI Products
In their powdered form, Soy-DRI products absorb 10 times
their weight in moisture. All Soy-DRI products are environ-
mentally friendly. Environmental sensitivity is of  critical value to
Soy-DRI and the company has been acknowledged for its
accomplishments in this area. Slab-Dri is the company’s original
product (1985) and is mainly distributed to commercial
establishments for the purpose of ridding pavement of
moisture and oil. The product soaks up the spill and then can
be swept dry. The product is white to enhance its visibility and
ease of removal. Slab-Dri is sold in 64 oz. tin containers and
sells for $2.50 (retail) with a total product cost of $1.50. The
product is available through catalogs to industrial buyers and
most recently through AutoZone, Discount Auto Parts, and
similar consumer automotive outlets.
In the 1990s, Soy-DRI introduced two additional products
targeted toward distinctly different end users. Pet-Dri is used in
the litter box to assist in moisture and odor absorption.
Physically, Pet-Dri is the same as Slab-Dri with the exception of
coloring and packaging. The product is beige to allow it to better
blend with other pet litter products with which it will be used in
conjunction. The product is available in a 32 oz. plastic container
with an adjustable lid for application. Pet-Dri is sold to major
discount stores such as WalMart, Target, K-Mart, and supermar-
kets. Pet-Dri sells for the suggested retail price of $4.00 per 32

oz. container with a product cost of $1.25. Pet-Dri is the best
selling product in the product line.
The final derivative product is Baby-Dri. Baby-Dri is to be used
in place of traditional baby powder. Baby-Dri is a relatively new
addition to the product line and its sales are the lowest in the
product portfolio. The moisture absorbing properties of  the
product have been adjusted to make Baby-Dri absorb 5 times
its weight in moisture. The high moisture absorption proper-
ties of  Soy-DRI’s original products (Slab-Dri and Pet-Dri) can
cause rashes and irritate a baby’s skin with prolonged use. In
addition, the product is purified to meet with Food and Drug
Administration (FDA) regulations for consumers’ personal use.
The product is white in color, the same as Slab-Dri. Baby-Dri is
sold in 8 oz. plastic containers for the suggested retail price of
$4.00 with a product cost of $2.00. Baby-Dri is sold to major
discount chains such as Target, WalMart, Kmart, Toys-R-Us,
supermarkets, and other similar stores throughout the country.

A Potential Crisis
Consumers are buying Pet-Dri and in some cases, Slab-Dri, for
use on their children. The company never placed a disclaimer on
the packaging stating that Pet-Dri and Slab-Dri were not for
human use. In addition, an average consumer reading the list
of ingredients printed on package labels may believe all three
products are identical in composition. The CEO of Soy-DRI is
out of  the country, but informed the General Counsel that a
reputable news program is preparing an investigative report on
product misuses.
You are concerns (legal and ethical ) include:
1.
2.
3.
4.
5.
Your suggestions and rationale for the action plan include:
1.
2.
3.
4.
5.
Short-term and long-term effects of this action plan:
1.
2.
3.
4.
5.
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At first, many companies opposed consumerism and environ-
mentalism. They thought the criticisms were either unfair or
unimportant. But by now, most com-panies have grown to
accept the new consumer rights, at least in principle. They might
oppose certain pieces of legislation as inappropriate ways to
solve specific consumer problems, but they recognize the
consumer’s right to information and protection. Many of  these
companies have responded positively to consumerism and
environmentalism in order to serve consumer needs better.

Enlightened Marketing
The philosophy of enlightened marketing holds that a
company’s marketing should support the best long-run
performance of the marketing system. Enlightened marketing
consists of five principles: consumer-oriented marketing, inno-
vative marketing, value marketing, sense of mission marketing,
and societal marketing.

1.Consumer-Oriented Marketing
Consumer-oriented marketing means that the company should
view and orga-nize its marketing activities from the consulter’s
point of  view. It should work hard to sense, serve, and satisfy
the needs of a defined group of customers.

2.Innovative Marketing
The principle of innovative marketing requires that the
company continuously seek real product. and marketing
improvements. The company that overlooks new and better
ways to do things will eventually lose customers to another
company that has found a better way. An excellent example of
an innovative marketer is Colgate-Palmolive:
* The American Marketing Association (AMA) recently named
Colgate-Palmolive
its new-product marketer of the year. Colgate took the honors
by launching an abundance of innovative and highly successful
new consumer products, including three AMA Edison “Best
New Product” Award winners—Colgate Total toothpaste, the
Colgate Wave toothbrush, and Soft-soap Aquarium Series
Liquid Soap. In all, more than a third of  Colgate-Palmolive’s
current sales comes from products launched during the past five
years. Perhaps the best example of the company’s passion for
continuous improvement is its recently introduced Total
toothpaste.

3.Value Marketing
According to the principle of value marketing, the company
should put most of its resources into value-building marketing
investments. Many things marketers do-one-shot sales
promotions, minor packaging changes, advertising puffery may
raise sales in the short run but add less value than would actual
improvements in the product’s quality, features, or convenience.
Enlightened marketing calls for building long-run consumer
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loyalty by continually improving the value consumers receive
from the firm’s marketing offer.

4.Sense-of-Mission Marketing
Sense-of-mission marketing means that the company should
define its mission in broad social terms rather than narrow
product terms. When a company defines a social mission,
employees feel better about their work and have a clearer sense
of direction.

5.Societal Marketing
Following the principle of societal marketing, an enlightened
company makes marketing decisions by considering consumers’
wants ‘and interests, the company’s requirements, and society’s
long-run interests. The company is aware that neglect-ing
consumer and society interests is a disservice to consumers and
soci-ety. Alert companies view societal problems as opportuni-
ties.
A societally .oriented marketer wants to design products that are
not only pleas-ing but also beneficial. Products can be clas-sified
according to their degree of immediate consumer satisfaction
and long-run consumer benefit. Deficient products, such as
bad-tasting and ineffective medi-cine, have neither immediate
appeal nor long-run benefits. Pleasing products give high
immediate satisfaction but may hurt consumers in the long run.
An example is cigarettes. Salutary products have low appeal but
benefit consumers in the long run; for instance, seat belts and
air bags. Desirable products give both high imme-diate
satisfaction and high long-run benefits-a tasty and nutritious
breakfast food.
Consumerism is an organized move-ment of citizens and
government agencies to improve the rights and power of buy-
ers in relation to sellers. Traditional sellers’ rights include:
• The right to introduce any product in any size and style,

provided it is not haz-ardous to personal health or safety; or,
if  it is, to. include proper warnings and controls.

• The right to charge any price for the product, provided no
discrimination exists among similar kinds of buyers.

• The right to spend any amount to promote the product,
provided it is not defined as unfair competition.

• The right to use any product message, provided it is not
misleading or dishonest in content or execution.

• The right to use any buying incentive schemes, provided they
are not unfair or misleading.

Traditional buyers’ rights include:
• The right not to buy a product that is offered for sale.
• The right the expect the product to be safe.
• The right to expect the product to perform as claimed.
Comparing these rights, many believe that the balance of power
lies on the sellers’ side. True  the buyer can refuse to buy. But
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critics feel that the buyer has too little information,. education,
and protection to make wise decisions when facing sophisti-
cated sellers. Consumer advocates call for the following
additional consumer rights:
• The right to be well informed about important aspects of

the product.
• The right to be protected against questionable products and

marketing practices.
•  The right to influence products and marketing practices in

ways that will improve the” quality of life.”

Review
1. What is Enlightened Marketing ?
2. Do companies really practice Enlightened Marketing ?

Support your answer with examples.
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