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Get the most from this book


Everyone has to decide his or her own revision strategy, but it is essential to review your work, learn it and test your understanding. These Revision Notes will help you to do that in a planned way, topic by topic. Use this book as the cornerstone of your revision and don’t hesitate to write in it — personalise your notes and check your progress by ticking off each section as you revise.


Track your progress


Use the revision planner on pages 4 and 5 to plan your revision, topic by topic. Make a note when you have:





•  revised and understood a topic



•  tested yourself



•  practised the exam questions and gone online to check your answers and complete the quick quizzes





You can also keep track of your revision by noting each topic heading in the book. You may find it helpful to add your own notes as you work through each topic.
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Features to help you succeed
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Exam tips


Expert tips are given throughout the book to help you polish your exam technique in order to maximise your chances in the exam.
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Typical mistakes


The author identifies the typical mistakes candidates make and explains how you can avoid them.
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Now test yourself


These short, knowledge-based questions provide the first step in testing your learning. Answers are at the back of the book.
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Definitions and key words


Clear, concise definitions of essential key terms are provided where they first appear.


Key words from the specification are highlighted in colour throughout the book.
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Revision activities


These activities will help you to understand each topic in an interactive way.
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Exam practice


Practice exam questions are provided for each topic. Use them to consolidate your revision and practise your exam skills.
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Summaries


The summaries provide a quick-check bullet list for each topic.
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Online


Go online to check your answers to the exam questions and try out the extra quick quizzes at www.hoddereducation.co.uk/myrevisionnotes
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Countdown to my exams
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6–8 weeks to go





•  Start by looking at the specification – make sure you know exactly what material you need to revise and the style of the examination. Use the revision planner on pages 4 and 5 to familiarise yourself with the topics.



•  Organise your notes, making sure you have covered everything on the specification. The revision planner will help you to group your notes into topics.



•  Work out a realistic revision plan that will allow you time for relaxation. Set aside days and times for all the subjects that you need to study, and stick to your timetable.



•  Set yourself sensible targets. Break your revision down into focused sessions of around 40 minutes, divided by breaks. These Revision Notes organise the basic facts into short, memorable sections to make revising easier.
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2–6 weeks to go





•  Read through the relevant sections of this book and refer to the examiners’ tips, examiners’ summaries, typical mistakes and key terms. Tick off the topics as you feel confident about them. Highlight those topics you find difficult and look at them again in detail.



•  Test your understanding of each topic by working through the ‘Now test yourself’ questions in the book. Look up the answers at the back of the book.



•  Make a note of any problem areas as you revise, and ask your teacher to go over these in class.



•  Look at past papers. They are one of the best ways to revise and practise your exam skills. Write or prepare planned answers to the exam practice questions provided in this book. Check your answers online and try out the extra quick quizzes at www.therevisionbutton.co.uk/myrevisionnotes




•  Use the revision activities to try out different revision methods. For example, you can make notes using mind maps, spider diagrams or flash cards.



•  Track your progress using the revision planner and give yourself a reward when you have achieved your target.
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One week to go





•  Try to fit in at least one more timed practice of an entire past paper and seek feedback from your teacher, comparing your work closely with the mark scheme.



•  Check the revision planner to make sure you haven’t missed out any topics. Brush up on any areas of difficulty by talking them over with a friend or getting help from your teacher.



•  Attend any revision classes put on by your teacher. Remember, he or she is an expert at preparing people for examinations.
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The day before the examination





•  Flick through these Revision Notes for useful reminders, for example the examiners’ tips, examiners’ summaries, typical mistakes and key terms.



•  Check the time and place of your examination.



•  Make sure you have everything you need — extra pens and pencils, tissues, a watch, bottled water, sweets.



•  Allow some time to relax and have an early night to ensure you are fresh and alert for the examinations.
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My exams


AS Business Paper 1


Date:…………………


Time:…………………


Location:…………………


AS Business Paper 2


Date:…………………


Time:…………………


Location:…………………
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1 Introduction to marketing and people


Marketing


Marketing is the term used to describe the range of activities that businesses undertake to try to create a demand among consumers for their products or services. Marketing managers must ensure that they understand what is happening in the markets they sell to and how and why consumers behave the way in which they do. In order to gain this understanding, marketing departments carry out market research aimed at developing a genuine understanding of consumer behaviour. This allows them to make better decisions on how to entice consumers to decide to buy the products and services. In a modern marketing department, much of this research is gathered in real time from social media and minutely detailed analyses of sales data.


A summary of the work done by marketing departments can be seen in Table 1.1.


Table 1.1 Work done by marketing departments






	Understanding markets

	Making marketing decisions






	Market research

	Designing products and services






	Analysing factors affecting demand in a market

	Deciding on a price






	Deciding which markets to sell to

	Deciding where to distribute






	Spotting changes within markets

	Communicating with customers






	Understanding consumer behaviour within markets

	 







People


Businesses need many different resources to enable them to meet their objectives. Physical resources such as buildings and equipment, as well as financial resources, must be well managed. Research shows that in the long run human resources are the most important. This is why so much time and attention is given to ensuring that businesses get as much from their people as possible.


Human resources departments are likely to take charge of the following activities:





•  recruitment of new staff



•  selection of applicants for jobs/promotions



•  training new and existing staff



•  designing and administering payment systems



•  planning future workforce needs.





In smaller firms, without a specialist HR department, the boss will need to handle all these tasks, and others relating to the people who work for the business. Some larger businesses will also expect departmental managers and supervisors to take responsibility for other people-related tasks including:





•  working out shift rotas



•  coaching staff



•  providing on-the-job training



•  motivating staff on a day-to-day basis



•  delegating authority.





A business can secure an advantage over its rivals through expert use of marketing and people in many ways. A selection of these is shown in Figure 1.1.
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Now test yourself





1  Briefly explain what makes the following successful products or services stand out from their rivals:







    (a)  Apple’s iPhone


    (b)  Heinz Tomato Ketchup


    (c)  John Lewis department stores


    (d)  Cadbury’s chocolate





Answers on p. 121
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Summary





•  Marketing is the business function whose role is to create a demand for a firm’s products or services.



•  The people in a business are a critical resource that needs to be used effectively.



•  Marketing and people can both provide a competitive advantage.
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2 Meeting customer needs


The market


A market exists where buyers and sellers meet in order to exchange goods or services. Though some markets can be identified as having a physical location, markets are best thought of as any occasion where a buyer and seller can interact and can therefore be online, by post or in a shopping centre or trade fair.


Mass markets and niche markets


Some businesses will produce products and services aimed at satisfying the needs of a whole market, rather than any specific section of the market. Attempting to sell to the whole market is called mass marketing. Other businesses select a market segment and sell products specifically to suit the needs of consumers in that segment. This process is called niche marketing.


Table 2.1 Benefits of different marketing strategies






	Benefits of mass marketing

	Benefits of niche marketing






	Huge potential number of customers

	Meeting consumer needs more precisely allows higher prices to be charged






	Higher production levels allow economies of scale – lower production costs

	Higher profit margins






	Can use mass media advertising

	Easier to enter for firms with limited financial resources







There are notable differences between mass and niche markets as shown in Table 2.2.


Table 2.2 Differences between mass and niche markets






	 

	Mass market

	Niche market






	Characteristics

	Generic products which are broadly similar in form and function

	Specialist products and services are required. Changes in consumer preferences can be rapid and devastating to the market






	Market size and share

	Huge markets in which large firms can operate successfully even though their market share may be low, e.g. Ferrero’s 5% share of the UK chocolate market

	Smaller markets mean successful firms may achieve far higher shares of their niche than mass market firms






	Brands

	Huge brands can develop with the name/logo representing a key point of differentiation

	Differentiation is more likely to be achieved through product features and functions
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Exam tip


Choosing a mass or niche market approach is a strategic choice. In other words this choice will affect the whole business, from the approach to marketing through to decisions on scale of production and production methods and locations. Try to ensure that, when writing about a firm using mass or niche marketing, you acknowledge the impact of the choice of marketing strategy on other business decisions.
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Dynamic markets


No business can afford to stand still because markets are dynamic, they tend to change over time. There are four major issues to consider.


Online retailing


Continued growth in online retailing has varied between different markets, with clothing growing tremendously but growth in online sales of books slowing to a virtual halt. This unpredictability of growth adds to the unpredictability of dynamism in online retailing. What history has shown us is that retailers who fail to switch to online retailing can fail completely as online rivals steal sales. Above all, it is vital to ensure that your product or service is available to buy wherever consumers want to buy it. In some cases it is vital to have an online presence, or if consumers want to buy online and collect from their local store, a click-and-collect service is needed.


How markets change


Markets change as a result of major external influences, as summarised by the PESTLE acronym.


Examples of market changes include the following:





•  Political: In 2016 the government’s new ‘Living Wage’ was brought in, pushing the legal minimum (for over-25s) from £6.70 to £7.20 an hour; this was great for low-paid employees, but tough on employers in low-wage industries such as care homes.



•  Economic: The economic recession of 2008–09 led to major changes in UK grocery retailing, as price-conscious shoppers opted for Aldi and Lidl.



•  Social: An increased desire for convenience has driven the rise in online retailing.



•  Technological: ‘Apps’ did not exist ten years ago, prior to the advent of the smartphone; by 2016 they were capable of turning century-old markets on their head, as with taxis and the arrival of Uber.



•  Legal: Growth in the market for e-cigarettes is being affected by the introduction of new laws relating to who can buy, how they can be advertised and where they can be consumed.



•  Environmental: The car industry is facing major changes in order to try to minimise the damaging impact of exhaust fumes on the environment.





Innovation and market growth


A major cause of change within markets is innovation. With competing firms continually trying to develop new products and services that offer features that no rivals offer, consumer loyalties can change dramatically. Once one innovation has been successful, other companies may be forced to try to adapt their offerings in order to keep pace with rivals. Furthermore, many companies will try to come up with their own innovations in order to try to benefit from leading change in the market.


Adapting to change


Market research and an understanding of general trends in the market are vital to successfully adapting to change. Identifying subtle changes in what consumers are looking for in their products allows businesses to adapt their products to better suit these needs. Whether it be removing sugar from food products or adding features to mobile phone handsets, changing earlier than rivals offers a major source of competitive advantage.
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Typical mistake


Too often exam answers imply that adapting to change is a simple process for a business. These responses fail to show an appreciation of the impact on all four business functions: marketing, people, finance and operations. Required changes may include production methods, finding new suppliers, redeploying workers and adopting new advertising and distribution methods.
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How competition affects the market


Competition is the feature of business that most stimulates change and development. This is especially clear in the battle between Apple and Samsung in the smartphone market. Neither can sit back for a moment. That was clear when the market was disappointed by Apple’s iPhone 5, leading to significant gains for Samsung. It took a huge development effort for Apple to regain its supremacy with the iPhone 6.


Increased levels of competition create various pressures for businesses:





•  The need to drive down costs.



•  The need to maintain competitive prices.



•  The need to develop innovative products and services.



•  The need to maintain high quality of products and services.





The difference between risk and uncertainty


Operating a business in any market involves facing up to risk and coping with uncertainties. The key difference lies in the predictability of events occurring. A risk is quantifiable, so if statistics show that only 1 in 20 new consumer goods succeed, the risk involved in launching a new product can be identified and quantified. The factors causing the risk are the uncertainties – those factors that cause a lack of certainty in future events – such as reactions of rivals, reactions of consumers, reactions of retailers and such unexpected events as currency movements and economic downturns.
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Typical mistake


Too many answers use the terms ‘risk’ and ‘uncertainty’ interchangeably – they are not the same thing.
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Now test yourself





1  State two benefits of mass marketing.



2  State two benefits of niche marketing.



3  What are the six major external forces that lead to change in markets?



4  State three benefits experienced by consumers as a result of increased competition in a market.



5  What marketing activity tends to be the key to successfully adapting to change in markets?





Answers on p. 121






Market research


Product and market orientation


Product orientation is an approach to making decisions that considers internal factors before worrying about changes in the market. This means that product-orientated businesses can focus on their own key strengths and this can lead to revolutionary new ideas that consumers would never have dreamed of. However, the danger is that the business fails to adapt its products in line with what consumers are looking for, which could lead to huge problems.


The opposite approach – market orientation – is more likely to lead to marketing success since it places consumers’ views and behaviours at the heart of decision-making within the business.


Primary and secondary research


Market research can use either secondary data or primary data, with primary research being new research carried out for the first time, and secondary research being research that uses data that had already been gathered for some other purpose.


The data gathered may be quantitative or qualitative. Quantitative data contains factual, often numerate data that is intended to be statistically representative of the whole market. Qualitative data contains opinion and is unlikely to have been gathered on a large enough scale to give statistically reliable data. It is designed to give insight into why customers behave the way they do.
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Typical mistake


Primary research does not have to be carried out by individual businesses. They can hire a market research company to do the research for them. If it is new research, it is still primary.
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Table 2.3 Advantages and disadvantages of primary and secondary research






	 

	Secondary research

	Primary research






	Advantages

	


•  Often free



•  Provides a good market overview



•  Usually based on large-scale, reliably produced research




	


•  Addresses the specific issues you are interested in



•  Data is up to date



•  Can help to understand customer psychology









	
Disadvantages 

	


•  Information may be out of date



•  Not tailored to suit your particular needs



•  Can be expensive to buy published research reports on markets




	


•  Expensive, costing thousands of pounds to do properly



•  Risk of bias from questionnaire and interviewer



•  May need to compare with other information to understand the meaning of findings
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Exam tip


Generally most firms will use a combination of secondary and primary research, with secondary often conducted first to help design the primary research needed without incurring the high cost of primary research first.
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Table 2.4 Different primary and secondary research methods






	Secondary research methods

	Primary research methods






	The internet

	Surveys






	Trade press

	Retailer research






	Government statistics

	Observation






	Past internal sales figures

	Group or individual discussions







Limitations to market research


If all market research provided accurate and reliable data, then all businesses would succeed. There are two major reasons why market research data may be unreliable:





•  Sample size too small: This means that there is more chance that respondents who do not reflect the overall views of the market are over-represented in the sample.



•  Sample bias: The way that respondents are selected may over-represent certain types of people whose views may skew the overall findings away from the views of the total population being researched.
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Exam tip


Using the wrong research method may not be the major mistake made by a business whose research seems to let them down. Analysing and then interpreting market research data correctly is the most common problem within the marketing process. The best marketing decision-makers use surveys to provide insights – but they still take the key decisions based as much on experience and intuition as on research.
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Use of ICT to support market research


There are three main ways in which ICT can support market research:





•  Company websites can gather data on visitors to the website which can provide some information about online shoppers’ or browsers’ interests.



•  Social media can also offer information on consumer attitudes to a product or service, and even allow for an element of relationship building between the business and consumers.



•  Database technology, which has advanced so far in recent years, allows vast quantities of data relating to consumers to be trawled in order to identify patterns that can help to explain how consumers actually behave, with much of this data being generated by loyalty cards.
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Typical mistake


Despite their name, a major purpose of loyalty schemes is to gather information on customers’ buying habits.
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Market segmentation


One main function of market research is to help to decide on useful ways to segment markets. Splitting markets up helps to target specific groups of consumers who share similar needs and wants, enabling a firm to meet these more closely. Market research can unearth insights that allow firms to identify segments that they can fulfil profitably.


Benefits of segmenting a market include:





•  Products and services can be designed to suit specific customers.



•  Meeting customers’ needs precisely allows a higher price to be charged.



•  Promotional activity is easier to target.
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Now test yourself





6  What type of research is aimed at finding out about customer attitudes in the hope of gaining insights into consumer behaviour?



7  What type of research uses data that has already been gathered for another purpose?



8  What type of research gathers brand new data?



9  What type of research is aimed at delivering statistically reliable information?








10  Is a product-orientated or market-orientated business more likely to come up with brand new, revolutionary product ideas?



11  State two reasons why market research may give misleading results.



12  List three ways that ICT can help with market research.



13  State three benefits of segmenting a market.





Answers on p. 121
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Market positioning


Decisions over fine tuning the product being sold must follow earlier, strategic decisions about what products to sell to which markets. This fine tuning is the process of market positioning.


Market mapping


The two key judgements required in successful market mapping are:





•  choosing the right variables to place on each axis



•  placing rival brands in the right place on the map, truly reflecting consumer perceptions of those brands (see Figure 2.1).
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With a market map produced, a business can identify the gaps in the market more easily. Following this is a check to ensure that the gap can be filled profitably. For example, drawing a map of the UK car market can identify a gap for a truly luxurious sports car selling for £10,000. Of course, the reason why this gap exists is that no firm is capable of making the product at a cost that will let them make a profit at a price of £10,000.


With a gap identified, the firm must then decide how to use the marketing tools at its disposal. Managers will want to create an image that matches the product to the gap that has been identified.



Competitive advantage


Products without any competitive advantage over their rivals have been proven time and again to have no long-term future. The two major generic routes to finding a competitive advantage are to:





•  be the lowest cost producer, e.g. Ryanair in the European airline market



•  find a sustainable point of differentiation, e.g. KFC in the market for fast food.





Producing your product more efficiently and thus more cheaply than any rivals will ultimately allow a business to sell at a lower price than any other firm, yet still make a profit. Generally, in any given market there is space for one firm to fulfil this role of lowest-cost producer.


The key to competitive advantage is that it should be sustainable in the long term. A really strong brand name and image can achieve this, but only if the whole business focuses on providing the products and services that match or even enhance the brand.


Product differentiation


Standing out from rivals can be achieved through actual, tangible differences between products or through manipulating consumer perceptions of your product – a kind of psychological differentiation. Possibilities are shown in Table 2.5.


Table 2.5 Tangible differences between products






	Actual product differentiation

	Perceived product differentiation






	Design

	Branding






	Different functions

	Advertising






	Taste

	Sponsorship






	Performance

	Celebrity endorsement







The purposes of product differentiation are:





•  insulating the product from the actions of competitors



•  allowing prices to be increased without a major fall in demand or sales.





As we will see later, in Chapter 3, differentiation is the key to reducing a product’s price elasticity.
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Typical mistake


Be careful not to over-use the term ‘unique selling point’. Many product features can differentiate a product without being actually unique.
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Adding value


Product differentiation generally helps to add value to products and services. The ability to push prices higher without increasing the costs of producing a product will naturally add value. Once more, added value may come about through tangible, engineering methods, such as creating a great design or finding a way to produce in a far cheaper manner, or it may be added through perception, generally through promotional methods such as advertising and branding. L’Oréal’s slogan ‘Because I’m worth it’ is the company’s clever way of persuading customers that paying a higher price for L’Oréal products is ‘worth it’, i.e. it adds value.
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Now test yourself





14  What is market mapping designed to reveal?



15  What are the two main routes to competitive advantage?



16  Explain the effects that the arrival of Aldi and Lidl have had on Tesco in the UK grocery market.



17  Explain the main sources of competitive advantage for each of the following:







      (a) iPhone


      (b) Yorkie


      (c) Nando’s








18  How can being the most efficient producer of a product create long-term success?



19  What are the two main benefits of successful product differentiation?



20  How can advertising add value to a product?





Answers on p. 121


[image: ]




OEBPS/OEBPS/images/14-1.gif
Healthy

Older customer]|

igure 2.1 Market map of the UK fast food industry





OEBPS/OEBPS/images/8-1.gif
Brand name Logo

Unique product features

Promotion

Great product design

Widest distribution Unusual packaging

Higher skill levels
Better customer service skills

Better quality of output

More innovative staff

More motivated staff
More flexible staff

Figure 1.1 Different ways in which businesses
have advantages over their rivals





OEBPS/OEBPS/images/rules.jpg





OEBPS/OEBPS/images/tp.gif
my revision notes

BUSINESS

Andrew Hammond

( HODDER
7 EDUCATION
AN HACHETTE UK COMPANY





OEBPS/OEBPS/images/3-2.gif
orgamsatonat eson






OEBPS/OEBPS/images/3-1.gif





OEBPS/OEBPS/images/cover.jpg
my revision notes

BUSINESS

1I|||||m1 o
=
Andrew Hammond

Series Editor: lan Marcousé

fiiifii






