The Marketing Mix (the 4P’s)

A customer’s decision to buy or not to buy is seldom attributable to one reason only. Therefore the business can influence the buying decision in a number of ways. These are generally classified under 4 major headings and are known as the marketing mix: product; price; promotion; place.

________________________________________________________________________

The Product

‘A product is anything that can be offered to a market to satisfy a want or a need.’








Kotler et al, (1999) 

The product may be:

1. a good (a tangible item such as a car)

2. a service (an intangible item such as a train journey)

3. an idea (issues, concepts, etc., such as Greenpeace, Friends of the Earth)

Anatomy of a product

Consumers buy products, not because they want the product itself, but to solve problems they have, or to gain benefits that enhance their lives:

‘In the factory, we make cosmetics; in the store, we sell hope.’ 

Charles Revson, Revlon  

‘buyers do not buy quarter-inch drills; they buy quarter inch holes.’






Theodore Levitt

Thus the concept of a product is complex: when developing products, marketers must first identify the core benefit that the product will satisfy, then design the actual product and finally find ways to augment it in order to create the bundle of benefits that will best satisfy consumers. 














1. The core product is the essential benefit that the customer is really buying.  For   example, when buying a car, any make or model will get the buyer from A to B. The essential benefit may be that the car is ‘a fast and mean status symbol’. The definition of the core benefit is important as it influences the next layer, the actual product, to which a market segment will relate.

2. The actual (tangible) product is essentially the means by which the marketer puts flesh on the core product, making it a real product that clearly represents and communicates the offer of the core benefit.  The tools used to create the product include design specification, product features, quality level, branding and packaging.  A car that embodies the core benefit of ‘fast and mean status symbol’, for example, is likely to have a larger engine, sexy design, leather upholstery, lots of electric gadgets, definitely be available in red or black metallic paint (among other choices) and certainly carry a marque such as BMW rather than Lada.

3. The augmented product represents add-on extras that do not themselves form an intrinsic element of the product, but may be used to increase the product’s benefits or attractiveness.  For example, warranties, cheap financing, delivery and breakdown insurance.  Today, most competition takes place at the augmentation level: successful companies are adding benefits to their offers that will not only satisfy, but also delight the customer, e.g. hotel guests find chocolates on the pillow and free toiletries.
Classification of products (consumer or industrial products)

Industrial products

1. Raw materials that require further processing, e.g. wheat for bread, iron ore for steel
2. Processed materials, part-processed or semi-finished goods which require further processing, e.g. steel for cars, fabric for clothes

3. Component parts, bought in and assembled into the finished product.

4. Capital items such as buildings and major equipment, e.g. plant used to make products. Finance is a major issue, irregular purchase.

5. Accessory equipment, that give peripheral support but do not become part of the final product, e.g. hand tools, fax machines, desks, fork-lift trucks

6. Supplies, minor consumables which are not part of the finished product, lubricants, paper and pens

7. Services, intangibles such as computer repair, window cleaning, leaflet and brochure printing.

	Type of Consumer Product

	Marketing considerations
	Convenience
	Shopping
	Speciality
	Unsought

	Examples
	Staples such as milk, bread, tea, toothpaste Impulse goods such as sweets and magazines Emergency goods such as umbrellas in a downpour
	Major appliances, televisions, furniture, clothing
	Luxury goods, Rolex watches, fine crystal
	Life insurance, funeral plots, timeshare properties, breakdown truck,

	Customer buying behaviour
	Frequent purchase, little planning, little comparison or shopping effort, low customer involvement
	Less frequent purchase, much planning and shopping effort, comparison of brands on price, quality, style
	Strong brand preference and loyalty, special purchase effort, little comparison of brands, low price sensitivity
	Little product awareness, knowledge (or if aware, little or even negative interest

	Price
	Low price
	Higher price
	High price
	Varies

	Place/

Distribution
	Widespread distribution, convenient locations
	Selective distribution in fewer outlets
	Exclusive distribution in only one or a few outlets per market area
	Varies

	Promotion
	Mass promotion by the producer
	Advertising and personal selling by both producer and resellers
	More carefully targeted promotion by both producer and resellers
	Aggressive advertising and personal selling by producer and resellers


Student activity

How would you classify the following consumer products?

* soap






* a dining table

* repair of burst water pipe



* Porsche car

* a Rembrandt painting



* a sausage roll

* a camera





* a holiday

Understanding the product range

Very few organisations are single-product companies.  Most offer a variety of different products and perhaps a number of variations of each individual product, designed to meet the needs of different market segments, for example, motor car companies.

· The product mix is all the products a company sells. For example, Heinz soups, baked beans and other canned goods, ketchups, Weightwatchers frozen foods, etc.
· A product line is a group of closely related products that have a similar end use, e.g. Heinz soups.

· A product item  is a specific version of  a product, e.g. Heinz Tomato soup

Branding

A brand is a way to identify and differentiate goods or services through use of a name, design, words, or symbols.

· A brand name is any word or illustration that clearly distinguishes one seller’s goods from another.  For example, Weetabix, Ferrero Rocher, 7-Up, Coca-Cola.

· A trade name is the legal name of the organisation, which may or may not relate directly to the branding of its products.  For example, the Cadbury corporate name acts as an umbrella for all its product brands: Cadbury’s Flake, Cadbury’s Dairy Milk, etc.  However, Lever Brothers prefer to let the brands speak for themselves and do not prominently display the company name: few customers realise that Persil, Surf and Radion come from the same stable.

· A trade mark is a brand name, symbol or logo, which is registered and protected for the owner’s sole use. The Trade Marks Act, 1994 allows organisations to register smells, sounds, product shapes and packaging (Coca-Cola bottle, Toblerone bar), as well as brand names and logos. Advertising slogans can also be registered (Nike’s ‘Just do it’)

· The brand mark is specifically the element of the visual brand identity that does not consist of words, but of design and symbols.  For example, the McDonalds golden arches, the Nike swoosh, Audi’s interlocking circles, Apple’s computer symbol.

The main benefits for producers of strong brands are:

1. Product identification: branding ‘links’ items within a product line, often through packaging uniformity, making them easily recognisable to consumers and creating advertising economies.

2. Establishes customer loyalty leading to repeat sales, as well as deflecting consumer attention away from price.

3. Allows manufacturers to charge premium prices.
4. Branding helps in the extension of the product line or mix (new products) through building on the customer’s perceptions of the values and character represented by the brand name. 

5. Protects manufacturers from the power of the retailer.

The main benefits of brands for buyers:

1. Helps product evaluation and gives some guarantee of quality.

2. Easier product identification which shortens shopping time.

3. Reduces risk (often financial) of purchase.

4. Psychological benefits.

Types of brands:

1. Manufacturer brands, e.g. Kellogs, Nike, Hitachi.

2. Own label brands, e.g. Tesco, Marks and Spencer.

3. Generic brands, a brand name which has come to stand for the whole of the product class, e.g. Hoover rather than vacuum.

________________________________________________________________________

Student activity

List five brands which are commonly used in a generic way.

________________________________________________________________________

Functions of packaging :

· Protection of the product during storage, shipment and in use.

· Conformity to government regulations such as labelling requirements.

· Promotion and communication: grabbing attention, providing information regarding features and benefits, distributing coupons, etc. 

· Adding value to the brand. Led to the development of the container, e.g. stackable, tamper-proof, re-usable.

Product Management

The product life-cycle

As a product moves through its life-cycle, the strategies relating to competition, promotion, distribution, pricing and market information must be periodically examined and possibly changed. By understanding the typical life-cycle pattern, marketers are better able to maintain profitable products and drop unprofitable ones.
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Introduction stage

When first introduced on to the market, a product’s sales growth is typically low and losses may be incurred because of heavy development costs and the necessary promotional costs to create awareness of the product. One or few firms sell the product making distribution patchy; unit costs are high due to low output; prices are generally high to try to recoup some of the development costs. For example, pocket calculators, VCR’s and mobile phones were all very expensive when first launched. Companies will be monitoring the speed of product adoption and if disappointing may terminate the product at this stage (in the food and drinks industry 80% of all new products fail). 

Growth

This stage is characterised by a period of faster sales and profit growth. Sales growth is fuelled by rapid market acceptance and, for many products, repeat purchasing. Distribution is wider, and the product may become differentiated through new features and benefits. As production increases, unit costs fall.  While demand is strong, prices may remain high or fall only slightly. Profits may begin to decline towards the latter stages of growth as new rivals enter the market attracted by the twin magnets of fast sales growth and high profit potential. The personal computer market is an example of this during the 1980’s when sales growth was mirrored by a vast increase in competitors. The end of the growth period is often associated with competitive shake-out whereby weaker suppliers cease production.

Maturity
Eventually sales peak and flatten as saturation occurs, hastening competitive shake-out. The survivors battle for market share by product improvements, advertising and sales promotional offers, dealer discount, and price cutting; the result is a strain on profit margins particularly for follower brands. Most price-insensitive buyers have now bought so price becomes a weapon, then advertising, quality and service. The need for effective brand building is acutely recognised during maturity as brand leaders are in the strongest position to resist the pressure on profit margins.

Decline

Sales and profits fall during the decline stage as new technology or changes in consumer tastes work to reduce demand for the product. Firms may reduce the product line and retain only profitable distribution outlets. Suppliers may decide to cease production completely or promotional budgets may be slashed as suppliers seek to maintain profit margins.

Some strategies to extend the PLC

· Promote more frequent use of the product

· Find new markets for the product, e.g. exporting

· Find new uses for the product, e.g. baking soda 

· Price the brand below the market, e.g. Puma, Timex

· Develop new distribution channels, e.g. the internet

· Add new ingredients, e.g. bleach in washing powders

· Make a dramatic new guarantee, e.g. trade-ins, discounts

________________________________________________________________________

Student activity

Where do you consider the following products to be in their PLC?

(i) 
Mobile telephones


(vi)
Mortgages

(ii) 
Baked beans



(vii)
Pens and pencils

(iii) 
Digital satellite television

(viii)
Car alarms

(iv) Cigarettes



(ix)
Organic fruit and vegetables

(v) Carbon paper

________________________________________________________________________

Managing the product portfolio (mix)

Maintaining a balance between well-established and new products, between cash-making and cash-using and between growing and declining products is very important.

Boston Consulting Group (growth-share) matrix (BCG)

	STARS
	PROBLEM CHILDREN

	Build sales and/or market share

Invest to maintain/increase leadership position

Repel competitive challenges
	Build selectively

Focus on defendable niche where dominance can be achieved

Harvest or divest the rest

	CASH COWS
	DOGS

	Hold sales and/or market share

Defend position

Use excess cash to support stars, selected problem children and new product development
	Harvest or

Divest or

Focus on defendable niche





    High



         Low

  





       
       Market share

The Boston Consulting Group argued that cash flow is dependent on the box in which a product falls.

Stars are likely to be profitable because they have a high market share but require substantial investment to finance high growth (e.g. new production facilities) and to meet competitive challenges. These are the cash cows of the future and need to be protected.

Problem children are products in high growth markets (which cause a drain on cashflow) but are low share products. Consequently they may not be profitable. The company faces a fundamental choice: to increase investment (build) to attempt to turn the problem child into a star, or to withdraw support by either harvesting (raising price while lowering marketing expenditure) or divesting (dropping or selling it). In a few cases a third option may be viable: to find a small market segment (niche) where dominance can be achieved.

Cash cows have a high market share in mature (low growth) markets. High market share leads to high profitability and low market growth means that investment in new production facilities is minimal. This leads to a large positive cash flow. The excess cash that is generated should be used to fund stars, problem children and R & D.

Dogs also operate in low growth markets but have low market share. Most dogs produce low or negative cash flows. Relating their position to the product life-cycle they are in mature or declining markets.

The augmented product





The actual product





The core product





High





Low





Market growth rate
































1
1

