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1
the tools of the trade


Ready to go to market?


This section starts your marketing journey from the roots of marketing to implementing your marketing plan. On the way you’ll look at some marketing classics like the Boston Matrix, Product Life Cycles, and even learn how to sell the invisible!



What is marketing?


Or rather, let’s immediately dismiss what marketing isn’t.




	It isn’t about producing pretty brochures or websites.


	It isn’t about obsessing over logo colours and style.


	It isn’t about knowing classical theories by heart without having the courage and conviction to apply them in real life.


	It isn’t about ‘cutting and pasting’ tired looking marketing material.





Marketing is about exploring opportunities and having the guts to do something with them and about them. Business without marketing is like winking at a girl in the dark and doing nothing about it. An organization’s most influential and creative business tool is marketing. Like any powerful instrument, it needs to be constantly reviewed, preened and prepared to meet new challenges.


Marketing isn’t black or white


Economists tend to view marketing from a black-and-white sales perspective (as if the sales process was that easily defined). Generally speaking, neo-classical economic theory is led by supply and demand considerations. Most economists would argue that if costs could be reduced sufficiently to benefit consumers, demand for a product or service would follow.


But if that were the case, your only tool would be a series of cost reduction exercises. In a competitive arena where the player still left standing after a trade shoot-out marks ‘High Noon’, either you or your competitor would eventually be fired out of business.


Keeping the customers satisfied


Marketing evolves around satisfying the consumer profitably. Identify their needs and you can ensure your service or product is attractive, appealing and relevant. Theoretically, that secures sales. However, practically sales don’t even get off the ground without some kind of promotion. When used intelligently, advertising (which comes from the Latin root advertere – ‘to turn towards’) aims to persuade customers to either fix or adapt buying patterns and behaviour. Through doing so, marketers assume the roles of commercial cupids – nurturing long-term relationships between the customer and a brand.


However, this disposes of the purely economic-led view of marketing. Some economists consider one of the roles of advertising is to help consumers save time and costs when choosing a product or service.


Value generates demand. This, in turn, influences price. Even during a recession, people actively search for products or services that add value to their lives. Much of that value doesn’t come from old-fashioned notions of Unique Selling Points (USPs) alone. It is delivered through emotional triggers such as images, packaging and words that collectively promoted a sense of image in the mind of a consumer.


So, potentially, markets are not just rationally led, but subjectively and even emotionally motivated. Take the perfume business. This deals with fragrance as well as feelings about what scent says about the wearer. Perfume may be positioned to make you feel confident, sensual, chic …


All products and services need to be distinctive and so establish a point of difference. As the marketplace in general becomes more crowded so, like at a gigantic rave party, the individual brands with the most distinctive personalities will be those that make the biggest impact.


It is all a matter of positioning to influence the way consumers think and feel. (See Chapter 5.) Effective brand positioning addressing customer expectations drives the marketing process forward. Once a positioning has been defined and developed, all the intrinsic and extrinsic attributes of the brand amalgamate.


Brands embody all this not just in design but in a company’s entire philosophy – one which is associated with an ideal that is shared by both the brand marketer and market alike. Later I’ll elaborate on brand positioning. For now, consider a radio interview I heard. A major drinks company planned to merge with its competitor. The interviewer asked the respective chairmen to place a value on each other’s companies. They concluded that the greatest value was that of the portfolio of brands.


Branding gives companies the edge over the competition. Consumers search for products and services which initially may be more expensive than a competitor’s. Yet, in terms of relevance to longer-term personal aspirations and needs, these products and services deliver greater value.


Box clever (the Boston Matrix)


In the 1970s era of ‘medallion marketing man’, a company called the Boston Consulting Group devised an ingeniously simple way to classify products. It came up with a matrix of four boxes. The Group suggested that every service or product could be categorized into one of the quadrants. The vertical axis indicated the growth of a market, while the horizontal indicated market share. Depending on the requirements and economic conditions, the given value of market growth could vary.


Companies falling in the best performing part of the matrix had products with a high market growth and share. These were called STARS. Those with high market share but low growth were known as CASH COWS.


In cases of low market share but growing as a whole, there were PROBLEM CHILDREN (also known as WILDCATS or QUESTION MARKS).


Products that could manage only a low market share and growth were DOGS.


According to the Boston Consulting Group, the ‘fluidity’ of cash flow was dependent on the box in which a product or service fell. Then, as now, a common mistake was to confuse cash flow with profitability. In reality, profits help cash flow but if a business excessively spends in out-goings like IT, machinery or even marketing, it could suffer from ‘negative cash flow’, while still making a profit. In other words, the money keeps on coming in while the expenses keep draining out.
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The Boston Matrix.


Getting cornered


Virtually all companies share a little bit of every corner of the matrix. Most portfolios of brands cover various sections. Here’s what to do if your product or service falls in one of the Boston Matrix’s boxes.


Starting at ground level, DOGS produce low (negative) cash flow. Never take DOGS at face value – their bite can be worse than their ‘moo’. Let me explain: if a product (or service) falls between a DOG and CASH COW it is sometimes called a CASH DOG. These products roam the twilight zone of low market growth and share. Once a product hits the CASH COW box, it starts to emerge as a market leader, in mature or low-growth markets. The greater the market share the bigger the profits and because the market is relatively mature, you have to spend lots of money investing in production equipment.


If your product or service falls within this sector, consider giving it the marketing equivalent of a pep pill. In other words, re-energize the old by relaunching and looking at extending your portfolio. If you have a more modest enterprise and prefer a less daunting option, maintain your profit source by milking your product or service while grazing over profitable pastures.


PROBLEM CHILDREN are just that. On the positive side, products (or services) falling within this category are in a high-growth market. However, they have a relatively low market share. As with all children exploring their world of seemingly unlimited opportunities, the person (adult) left holding the purse strings may suffer a severe drain on cash flow. To make the situation worse, PROBLEM CHILDREN tend to hang around low-share product areas. So there’s not much chance of making significantly high mass profits.


Finally, you can reach for the STARS. If your product (or service) hits this sector, break out the champagne – but make sure you have enough cash to keep the bubbly flowing. This part of the box is equivalent to being a film star living in Beverly Hills. Sure, you are a market leader but everyone else wants to muscle in on your territory. That costs money. You may need to invest in state-of-the-art machinery and you are going to need extra cash in reserve to manoeuvre your marketing to ‘fight off’ any competitors.


Product life cycles


As we grow older, our outlook on life changes. What appears in one age as a gaping void is bridged in another age. Similarly, another product soon fills the gap created by taking a product off the shelf. All products or services entering the market have a beginning, middle and, near but not necessarily final, end.


Take, for example, old-fashioned long-playing records (LPs). In the beginning, around 1894, gramophones were just a curious fad. The first commercial studio for gramophone recordings didn’t open until 1897. Eventually people wanted gramophones to play at home. That spurred demand for more LPs, so the record companies recruited more artists. Eventually, the single came out. Airplay on the newly invented transistor radio generated consumer demand. That created a market for tracks – so the EP hit the record decks – a shorter version of the full LP record with fewer tracks, but more concentrated hits. This generated more sales for LPs, which had now acquired a new lease of life as albums of a band’s work rather than single snapshots. The entire process was a perfect example of a Product Life Cycle (PLC) showing a product entering the market, building sales, reaching a peak, declining – developing its stable of products – then letting each product (single, EP…) re-start the whole procedure. Today downloads rule the music waves. The traditional record shops are dying but music sites are booming and tomorrow technology will go even further.


The changing face of financial marketing


Typically, at the beginning of the PLC, sales are poor. With focused marketing, people get to know about a company and so purchase its products or services. Assuming all goes to plan, your marketing foresight builds up a head of steam and the product is a runaway success. However, steam evaporates. The product or service falls into decline and either you end up with a DOG or look at ways to rebuild, re-assess – rejuvenate or start again.


Sales teams sometimes refer to something called ‘customer diffusion’. This categorizes consumers into:




	
Innovators who will try out any new product.


	
Early adopters or opinion leaders who adopt new ideas early but cautiously.


	
Late majority who are sceptical, buying once everyone else has done so.


	
Laggards who are suspicious of change and buy only when it becomes the norm to do so.





Researchers often group consumers into life-cycle types. For example, in the UK, a SAGACITY life-cycle grouping divides people by income and occupation.


SAGACITY life-cycle stages are:




	Dependent – primarily under 24s, living at home or full-time students


	Pre-family – under 35s, with their own homes but no children


	Family – main shoppers and chief income earners, under 65, with one or more children at home


	
Late – embraces all adults whose children have left home or who are over 35 and childless.





If you don’t segment your audiences, you will have to rely on an undifferentiated approach to marketing. This means having to treat your audience as a mass-market. That can be useful if your product appeals to all kinds of people for all sorts of reasons, such as a chocolate bar.


A differentiated approach to marketing occurs when you sub-divide segments. That can be useful if your product or service can be made appealing to different groups through different marketing approaches. For example, a soft drink may appeal to children as a fun party beverage, but also to adults as a refreshing treat.
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