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THE MARKETING MIX
 OR THE 4
 PS O
 F MARKETI
 NG
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THE MARKETING MIX
 ‘The marketing mix is a recipe for effective marketing. Using the marketing mix when planning the marketing for a product allows for a consistent approach’
 Getting a good balance of the 4 Ps will mean an effective
 marketing campaign
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THE MARKETING MIX
 The marketing mix or 4 Ps of marketing:
 •Price•Product•Promotion•PlaceDecisions about these are based on
 the results of market research
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PRICE
 The main pricing strategies are Competitive pricing Cost-plus pricing Penetration pricing Price skimming Destroyer pricing Price discrimination
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COST-PLUS PRICING
 This is the simplest pricing strategy and is aimed at ensuring the business covers its costs and makes an acceptable profit. The total costs of producing one unit of the product are calculated to which is added the required profit margin. This gives the selling price.

Page 6
                        

COMPETITIVE PRICING
 Where the amount of competition in the market is strong so customers have a wide choice of suppliers to buy from businesses must set their prices close to the prices of competitors, having regard to the quality of the product and any unique selling points (USPs)
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PENETRATION PRICING
 In penetration pricing the product’s price is set significantly lower than any competitors’ prices. This pricing strategy may be used where the objective is to enter or capture a larger share of the market, but may yield a low profit or even a loss in the short run. The price is usually raised later

Page 8
                        

PRICE SKIMMING
 Where a new product is likely to generate a high volume of initial sales (because it is a new product) a high price may be charged in order to maximise profits. The price will be reduced when the initial high demand has subsided.
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DESTROYER PRICING
 A destroyer pricing strategy involves setting a price so low that competitors cannot match it. In this way they will lose customers and be driven out of the market. The price can then be raised without threat of competition.
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PRICE DISCRIMINATION
 Some times it is possible to discriminate between types of customer for the same product, perhaps based on usage or quality. Car insurance companies, for example, commonly discriminate on the basis of age and perceived risk.
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PRODUCT
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4P’S - PRODUCT• Physical good
 • Quality
 • Style
 • Packaging
 • Durability
 • Installation
 • After sales
 • Branding
 • Warranty
 • Features
 • Packaging
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A PRODUCT IS DEFINED AS
 "Anything that is capable of satisfying customer needs"
 The process by which companies distinguish their product offerings from the competition is called branding.
 For most companies, brands are not developed in isolation - they are part of a product group.
 A product group (or product line) is a group of brands that are closely related in terms of their functions and the benefits they provide (e.g. Dell's range of personal computers or Sony's range of televisions).
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PLACE
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PLACE
 Place is about ensuring that supplies of a product are available on the market for potential purchasers to buy.
 Distribution is vital in order to make sure that this happens.
 It is likely that a producer will use one of three models to distribute their product on to the market- what will yours be??
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PLACE
 Producer Producer Producer
 Wholesaler
 Retailer
 Customer
 Retailer Customer
 Customer
 A B C
 Where do we see each type of distribution network?
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PLACE – MODEL A
 Model A is the traditional model of distribution.
 In this model a wholesaler buys in bulk from a producer, and then sells (and often delivers) smaller quantities to retailers, who in turn sell even small quantities to customers.
 This process of breaking up large, bulk purchases from producers into smaller quantities for resale to retailers is known as BREAK BULK.
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PLACE – MODEL B
 Model B is typically used by large retailers (e.g. Tesco, ASDA, J Sainsbury).
 Because they are so large, they are able to take on the role of the wholesaler.
 Such companies have Regional Distribution Centres (RDC) to which producers can deliver in bulk, and from where smaller quantities can be sent to retail stores in the area served by the RDC.
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PLACE – MODEL C Model C is known as DIRECT MARKETING and is generally used by
 producers or suppliers (e.g. online suppliers, insurance) who wish to target a niche or specialist market.
 This is often done through:
 Direct Mail to chosen customers (e.g. Car insurance to members of the AA or RAC)
 Mail Order Catalogues (e.g. Book Clubs) Advertisements in specialist publications (e.g. Computer
 magazines) Telesales (e.g. Double glazing) Teleshopping (e.g. QVC) Online shopping
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PROMOTION
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PROMOTION
 The main objectives of promotion are
 To inform prospective customers of the product and the business
 To show the benefits of the product To persuade potential customers to buy the product To present a good image
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PROMOTION
 Your businesses objectives may include
 To increase market shareTo enter a new market or market segmentTo extend the life of a productTo launch a new product into a market
 The success of a promotional campaign must be measured against these objectives
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METHODS OF PROMOTION 1
 Price reductions, special offers and free gifts persuade new customers to try a product and can give a boost to sales and that lasts longer than the promotion
 Free samples can increase awareness of a new product
 Competitions attract customers to new and existing products
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METHODS OF PROMOTION 2
 Brochures and catalogues inform customers about a product and present an image of the business
 Point of sale promotion such as in-store displays encourage impulse buying
 Internet based using a web site and e-mail depends on customers knowing where to look and providing an e-mail address
 After sales involves providing service backup and information as well as warranties and guarantees

Page 25
                        

METHODS OF PROMOTION 3
 Advertising should be targeted usingTelevision: expensive and wide coverageRadio: cheaper and smaller audience; no visual stimulus
 Cinema: local audienceNewspapers and magazines: can be expensive but more specialised; if kept can be long lasting
 Posters: cheaper; have impact but may be ignored; little opportunity for targeting
 Leaflets: delivered to peoples homes or distributed in the street; cheap but little opportunity for targeting
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METHODS OF PROMOTION 4
 Public relationsPress releases and news stories released to the press can provide cheap promotion that can be targeted by using trade press
 Sponsorship of events and television programmes bring the product or business to peoples’ awareness but can be expensive
 Endorsement by celebrities associates the product with the celebrity
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CREATING A MARKETING MIX
 A theme and consistency should run throughout the marketing mix plan
 It must suit the target market
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YOU MAY CHOSE TO EMPHASIS ONE OF THE FOUR PS
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OTHER FACTORS
 AFFECTI
 NG THE M
 ARKETING M
 IX
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FACTORS AFFECTING THE CHOICE OF MARKETING MIXCosts All marketing activity costs money and the availability of finance may
 restrict methods used Changes in price affect profitability and the ability to cover costs The cost of a marketing campaign must be less than additional
 revenue generated
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FACTORS AFFECTING THE CHOICE OF MARKETING MIXPESTLE: Political Economic Social Technological Legal Environmental/ecological
 Consideration on PESTLE in your coursework is essential
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