Part 2 Elements of marketing plan

Situational analysis
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External influences

Any factor in the business environment that is outside the control of the individual firm can be called an external influence.
External influences are usually powerful forces that can affect a whole industry and in fact, a whole economy.

Key influences of the external business environment:
Legal
Social
Competitors
Political
Technology
Education and training
International
Geographic
Institutional
Economic

An individual business cannot change or affect these external influences
At best, a business can adjust its operations to take advantage of opportunities from changes in the external environment , or avoid issues caused by external influences.

Most important external influences:

General economic conditions
Government policy and regulations
Overseas policy and regulations
Overseas influences
Demographic patterns
Technological change
Changing consumer attitudes and values
Competitors
Alternative marketing methods

Marketeers have to try and predict how these external influences will affect the marketing activites of the business. The marketing plan will then be created or adjusted with these external influences and possible changes, in mind.

Internal influences

Any factor within some control of the business is a internal influence

Business have a degree of control over internal influences

Most common internal influences are:

Business resources, such as finance, staff and assets
Market share
Product characteristics
Competition
Advertising
Pricing
Innovative potential
Management

skills
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SWOT analysis

Useful tool in understanding the business environment 

The environmental profile – SWOT (Strengths, Weaknesses, Opportunities, Threats) analysis – is a summary of the issues arising from the marketing audit.

Helps to pin down the real influences

In the case of a marketing initiative, that is, an idea to promote and sell a product, a business may use a SWOT analysis in an attempt to decide if the idea can achieve successs.

The Strengths and Weaknesses sections focuses on the internal environment

The Opportunities and Threats sections will concentrate on the external environment

A business can use the SWOT analysis by asking a series of questions to determine its stregnths , weaknesses, opportunities and threats. Eg

Strengths – does the business have…

Enough financial resources to operate freely?
A good reputation with customers and suppliers?
A competitive advantage in a particular area?
Well developed management skills?

Weaknesses – does the business have…

Outdated technology?
A poor, or no, reputation in the marketplace?
A limited product/service offering?
Poor strategies?

Opportunities – is there a possibility of…
Entering new markets with out products?
Developing new products for a growing demand?
Improved economic conditions?
Poor competition?

Threats – is there a possibility of…
New competitors entering the market?
Changes in government regulations?
Increasing interest rates?
Cheaper substitute products?

Product Life Cycle 

Four stages of the product life cycle
Introduction
Growth
Maturity
Decline

As the product is sold

(and purchased) the market becomes smaller as less customers left to purchase the product. Often at the time of decline a new marketing initiative may be tried to rekindle sales. A new research and development initiative (a change to the product) may assist the new marketing initiative. 

Impact of product life cycle on the marketing mix
Each stage of the product life cycle has certain characteristics that creastes the need for different market strategies,=. As the product moves through its life cycle, each element of the marketing mix will be adjusted to make sure that the marketing strategy is adapting to changing conditions in the marketplace.

The marketing mix will also change as the product goes through the various states of the life cycle.

Establishing market objectives

The mission statement reflects the vision of its owners by indicating the purpose of the business. The statement reflects the visions of its owners by indicating the purpose of the business. The statement sets the broad goals of the business and gives rise to marketing objectives such as to increase market share for to increase the product range and so on.

Objectives are about products and markets only, not advertising strategies etc. 
Objectives are what we wants to achieve; strategies are how to achieve them.

Marketing objectives should be expressed in terms of:
Sales volume
Sales revenue

Marketing objectives include:
Increase market share
Developing a range of products
Maximising customer service
Expanding through exports
Selling to a particular geographic area

Strategic objectives – an example

The overall goal of a business

may be to increase total revenue by 20% and to provide shareholders with a 14% return on their investment. To achieve these goals the business will neeed achieve a certain level of sales. Can be done by:

Increasing market share – Do we increase revenure by gaining a larger share of the market although this may mean lowering price or increasing the features of the product?

Developing a range of products – Do we increase revenue for increasing the range of products we sell or do we concentrate on a limited range of products?
Selling to particular areas – Do we increase sales by selling to customers in more areas   or do we focus on selling to customers in a smaller area?
Expanding through exports – Do you increase sales by selling to customers outside Australia or do we simply sell to customers in Australia?
Maximising Customer Service – Do we attract and maintain customers by offering a much better service even though this will increase our costs?

Developing market strategies
Overall objectives (TO) Broad Strategies (TO) Particular Tactics

Overview of marketing strategies

The strategies that can be used for choosing product markets are market penetration, product development or product differentiation, market development, diversification, and market segmentation.

Market penetration 

A market penetration strategy is one in which an attempt is made to increase the market share for existing products in existing markets. There are four tactics of increasing market share using a market penetration. These tactics include:

Attracting competitors’ customers
Converting non-users into users
Increasing the frequency

of purchase
Increasing the average amount per purchase

Product development or product differentiation
Is one in which an attempt is made to increase market share through developing and marketing new products.

Product differentiation has been defined as occurring when a product offered is perceived by the consumer to differ from its competition on any physical or non physical product characteristic, including price. Market segmentation is a viable strategy when the segment(s) with the differing response function(s) is
Identifiable
Economical, attractive
Accessible

Diversification
Is one in which new products are offered in new markets. A diversified portfolio of products usually has less risk than a single holding. The risk that is potentially reduced by diversification is known as specific risk. The risk that cannot be eliminated by diversification is called systematic risk.

Market development
A market development strategy is one in which new markets are sought for existing products.

Marketing tactics
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New product development
The different stages of the product life cycle means that a business must devote resources to adding features to existing products, as well as developing new ones. 
Introducing new products is high risk with failure rates of around 90%

The new product development process is made up of six steps:

  1. Idea generation
  2. Screening
  3. 3. Business analysis
  4. Product development
  5. Test marketing
  6. Commercialisation

Idea generation
This step involves brainstorming all the possible ideas for new products wihout worrying if they are affordable

or practicable.
Marketing concept is linked with customers and employees who help generate product ideas.

Screening
The sorting out of the generated ideas – aim is to identify the good ideas and reject the weaker ideas.
Questions business’s ask themselves:
How compatible is the new idea with the business’ mission, objectives and resources?
What is the potential size of the market?
Can we use our existing skills and equipment?
Who would be our competitors?

Business analysis
Analysising the expected costs of production and forecasts of sales.
The question at hand is whethere the sales will be large enough to cover costs and return a profit to the business.   

Product development
Product idea is tested on groups of potential customers to see if the product is wanted or not by the customer
During this stage the product is developed and given to test groups to comprehend whether or not customers will be satisfied by the product.
A marketing program is developed including identifying the target selecting a brand name, setting a price, designing a promotion campaign, and selecting the distribution network.

Test marketing

The fifth step is the release of the product in a limited market area, usually a particular state or region.

This is called test marketing and is usually a particular state or region.
This is called test marketing and is used to assess whether the product and marketing program will work out in the actual marketplace.
The business wants to gauge the customers’ reaction to the product before launching the product nationaly.
The business may experiment with different combinations of the

marketing mix to see which works better.

Commercialisation
Final step involving   full scale production, completion of marketing plan, budgeted and implemented, and the establishment of the distribution network.

Techniques like Critical Path Analysis and the Program Evaluation and Review Technique (PERT) are critical

Identifying a target market
Marketing acts as the major link between the business and its target market.

Marketing   helps to achieve business goals in terms of sales volume, market share and profit

The target market is the group of customers at whom the business focuses its marketing program.

Core of marketing is identifying what the market wants and meeting this demand

Selecting target markets:

Who could be our customers? How can we find out more about them?

Do they have other needs in different segments of the market? Can our business meet those needs by developing new products or adapting existing products?

Do we understand well enough the segments of the market at which we direct our marketing effort?

Market segmentation
Breaking down of market into parts

Mass market development of a product that appeals to the whole market

The selling of ridiculously expensive goods (ie ferrari) is known as taking a concentrated market approach to market segmentation. 

How does a business segment the market?
When developing the market plan – A task required is to work out the basis for segmentarty the market, determining which market segment best provides a suitable range of customers for their product.

Business needs to be aware of the features and needs of this target market so that

they can develop products and marketing strategies that are most appropriate

Phsical basis for segmenting the market
A number of different factors can be sued to segment the market according to its physical characteristics, that is, size, location, and demographic features.

Geographic segmentation groups customers according some to some georgraphic feature.

Demographic segmentation breaks down the market into variables such as age, gender, family size, income and education.
Psychoographic, or lifestyle, segmentation looks at customers’ personalitites, activities, and interests to help define a market.

Behavioural basis for segmenting the market

Markets can be segmented accourding to customes’ behaviour in the market, particularly towards the product. Behaviour can be grouped in several different ways:

Purchase occasion – customers can be grouped according to when they purchase a product or a service. Eg special occasions
Benefits sought – customers will buy products for different reasons and expect different benefits
Some customers will buy a product as it will give them status or prestige. Others will buy a product as they believe it bears premium quality and realiability.
Usage rate – customers can be grouped as light, medium or heavy users of a product.
User loyalty – customers have loyalty to a particular product.

Purpose of segmentation:
Businesses can better identify the needs of their customers and try to satisfy these needs more efficiently and more accurately. Generates greater sales, less waste, profitability and satisfies customers.

Monitoring market strategies

Developing a financial fo
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