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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 to 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 checked your answers.





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.


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 some 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 terms


Clear, concise definitions of essential key words and terms are provided where they first appear in the text.
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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 at the end of the book. Use them to consolidate your revision and practice your exam skills.
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My revision planner
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LO1: Understand how to target a market


1.1 The need for customer segmentation
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Figure 1.1 Different people will fit into different market segments





Why businesses segment their customers


Businesses sell a wide range of products and services to their customers. Together, these customers make up the market in which the business operates.


In order to decide which products and services to offer, a business may divide the market in which it operates into segments. This allows the business to produce goods and services to meet the needs of each of the different segments, which are known as their target market.
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Key terms


Market – a place where buyers and sellers come together to trade goods and services.


Market segmentation – the division of a market into groups or segments.


Target market – a particular group of customers at which a good or service is aimed.
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If a business fails to segment its market, it is likely that the business will offer products for sale that the customers do not need or want. The business will incur unnecessary costs, such as marketing and production costs, and will be left with a surplus of goods. As a result, the business will eventually suffer reduced profits.
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Figure 1.2 Why businesses segment their market
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Exam tip


Always make sure you include examples when talking about the need for market segmentation.


If you are asked questions about a case study, make sure the examples you provide are relevant.
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Now test yourself





1  What is market segmentation?



2  Why do businesses break down the market into different segments when advertising and choosing which goods to produce?



3  What is meant by the term ‘target market’?
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1.2 Types of market segmentation


There are a number of different ways that a business can segment their market and customers.
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Exam tip


Make sure you know all the different types of market segmentation and can provide an example of each.
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Figure 1.3 Different ways to segment the market






Age



A business will offer products for sale that will appeal to individuals of a particular age group.
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Revision activity


Consider the age groups specified in the following table. Identify where and how a business may advertise its products for the customers in this market segment.






	Age group

	Where and how products will be advertised






	0 – 11 year olds

	Organisations may place advertisements on the television before the start of the school day and between 3.30–6.00 p.m. when children will be at home after school and watching television.






	11 – 16 year olds

	 






	16 – 18 year olds

	 






	18 – 30 year olds

	 






	30 – 60 year olds

	 






	Over 60 year olds
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Gender


Some businesses only produce products aimed at either women or men. Some businesses target both genders – for example, umbrella manufacturers produce umbrellas that can be used by both men and women. Another example is replica football shirts which are generally manufactured as unisex so that they fit both men and women.
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Revision activity


Make a list of goods that are aimed specifically for:





•  men



•  women



•  both men and women.
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Income


An individual’s income affects their buying habits. This is often noticed when buying newspapers, holidays and cars. For example, individuals with a high income are likely to buy luxury brands such as Rolls Royce and Bentley whereas people on a lower income are more likely to purchase high street brands like Ford, Nissan or Skoda.
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Revision activity


List the type of goods and services in demand by the following groups of people.





•  A professional worker on a high income.



•  A middle manager on an average income.



•  A skilled worker on a low income.



•  An unskilled worker on the minimum wage.



•  An unemployed individual receiving benefits.
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Geographic area


Where people live is another way of segmenting the market. Suppliers of white goods such as washing machines and driers, adapt their products to meet the needs of customers based on their location. In Mediterranean countries, where the weather is warm, there is less demand for driers and washing machines can have a slower spin speed, as clothes can be dried outside. However, in Scandinavia, higher spin speeds and driers are required to ensure clothes can be dried during the long, cold winters.
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Revision activity


Consider where people live in the United Kingdom and think about the factors affecting the type of the things they might buy. Suggest some typical products customers in the following areas may purchase:





•  Scotland



•  Wales



•  Northern Ireland



•  Northern England



•  Southern England.
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Figure 1.4 Map of the United Kingdom





Occupation


Businesses know that individuals from particular occupations are more likely to purchase certain goods and services. For example, teachers are known to purchase red pens for marking students’ work. Therefore, at the start of the academic year, businesses often showcase their range of ‘Back to School’ goods that teachers may be willing to buy.




[image: ]


Revision activity


Complete the following table. Identify items that individuals from these particular occupations may purchase.






	Occupation

	Items purchased






	Restaurant chef

	 






	Teacher

	 






	Builder

	 






	Football coach

	 






	Artist
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Lifestyle



A person’s lifestyle can be defined as their pattern of behaviour and includes their hobbies and interests. These interests and hobbies are often based on their personal attitudes, habits and beliefs.


Another lifestyle choice that individuals often make is to purchase products from organisations that operate ethically – that is, organisations that consider social and environmental issues when conducting their business operations. Examples of organisations that have strong ethical backgrounds are The Body Shop and The Co-op. When considering an organisation’s ethical and corporate responsibilities, it is important to consider who the organisation is responsible to. Table 1.1 lists different ethical and corporate responsibilities.






	
Table 1.1 Ethical and corporate responsibilities






	Individual or group of people to whom a business organisation is responsible

	Example of a business organisation’s responsibility






	Investor or shareholder

	To provide a good return for the money they have invested in the business organisation.






	Employees and managers

	To ensure that they are paid a fair salary or wage and have safe and appropriate working conditions.






	Customers

	To provide good quality products at a fair price.






	Suppliers

	To purchase goods on a regular basis and to pay their invoices on time.






	Environmental Groups

	To reduce pollution and have environmentally friendly operations.






	Local Community

	To provide employment for people living in the local area and to ensure that the organisation’s operations do not cause disruption. For example, make sure the business does not make any noise during the night.
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Revision activity


Identify as many items as you can that individuals who have a particular special interest or hobby may need to purchase.






	Special interest

	Items purchased






	Amateur rugby player

	 






	Gym member

	 






	Wildlife photographer

	 






	Acrylic nail decorator

	 






	Enthusiastic home cook
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Now test yourself





1  List five different ways that a retail store could segment their market. Remember to include examples.



2  Consider a business that has a range of stores around the world. How can the business vary the products it sells in its different shops? Use examples to illustrate the different market segments of each store.
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Revision activity


Create a set of six revision cards – one for each market segmentation.
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1.3 The benefits of market segmentation



Both businesses and customers benefit from market segmentation.
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Figure 1.5 Benefits of market segmentation





Ensuring customer needs are matched and met


By focusing on one particular area, such as children’s shoes, a business is more likely to meet the needs and wants of their customers. A shoe shop with a dedicated children’s section will have appropriately qualified staff, it will be able to offer excellent customer service and specialist advice on the products being sold. It will ensure that there is wide range of children’s shoes in stock. The department can be equipped with appropriately sized chairs, measuring equipment and activities for children to use while they are waiting. This environment should ensure that customers are more likely to purchase goods and the business will increase its sales. An increase in sales means there is potential for increased profits.


Increased customer retention


When a business is focused on their customers, it is more likely that customers will return to the business to make more purchases. This will lead to customer retention. Excellent and focused customer service should ensure that customers will keep returning to the business.
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Key term


Customer retention – the ability of a business to keep customers coming back.
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Targeted marketing and increase in market share


Market segmentation allows for targeted marketing. As the business organisation is aware of the market to which it is aiming its products the business is able to deliver its marketing and advertisements to customers who will have a key interest in the product being offered.


This means that the right customers are reached, and the marketing costs incurred will be less. With careful monitoring and targeting of appropriate customers, there is the potential for an increase in market share.


A new business has to make an informed decision about whether market segmentation is appropriate. A small business may decide to appeal to a broad market in order to attract more customers, increase its sales and therefore, increase profits. This type of business may decide to segment their market at a future date when their place in the market is secured.




[image: ]


Key term


Market share – the section of a market controlled by a particular business.
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Revision activity





1  Think about a business that you are familiar with. How does it use market segmentation? For example, a card shop, clothing retailer or a sports store.



2  Explain how your chosen business has gained from segmenting its market.
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Typical mistake


Giving vague or unrealistic examples of market segmentation.


Any example should be something that you have seen in practice, such as a shoe shop that segments its customers by age, children and adults, and by gender.
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Now test yourself





1  Define the term ‘market share’.



2  Define the term ‘customer retention’.



3  Explain what is meant by ‘an increase in market share’.



4  Discuss three advantages of using market segmentation.
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1.4 The purpose of market research


What is market research?


Market research is a vital part of any business success and involves finding out information about the market in which the business operates. It is vital to research the potential market when setting up a business. Customers and the market as a whole change over time, so it is very important to undertake in-depth market research throughout the life of the business.


Key questions a business should ask themselves before starting any form of market research include:





•  What are the overall aims?



•  What research methods could be used?





When completing the market research a business should consider:





•  How quickly do they need the results?



•  Where will the research come from – primary, secondary or both?





After the research has taken place:





•  Were the results as expected?



•  What are the trends?



•  How can the information be used?
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Key term


Market research – how a business gathers information about customers’ needs and wants.


[image: ]








[image: ]

Figure 1.6 The market research process





Who carries out market research?


The size of the business could influence who completes the market research.





•  A small business, such as a sandwich shop, will most likely undertake the research themselves because it would be too expensive to employ another company to complete the research for them.



•  A large company like Costa may employ a specialist market research company to find out what areas of the business need more research (this is called outsourcing). This could be to introduce a different product to their menu. They would need to know if their existing customers would buy a new product in order to reduce the risk associated with changing items on their menu.





Why do businesses carry out market research?


Businesses will complete market research in order to understand the needs and wants of their market. Their objectives are as follows:


Reduce risk – by developing a working knowledge of what the customer needs and wants, the business can remove a lot of the guesswork and reduce risk. Making bad decisions about a product based on inaccurate information can be costly.


Understand the market – whatever the size of a business, they will aim to find out what existing and potential new customers need and would like to buy. Develop a working knowledge of the market.


Promote the organisation – by acting on what the market researchers have found out about the market, they will then be able to put appropriate marketing and advertising strategies in place to promote the organisation’s products or services.


Aid the decision-making processes – using the feedback from their customers via the market research, the results can be analysed and used to inform about the type of products or services the organisation should provide.


Customer views – by asking the opinion of their customers, an understanding of their wants and aspirations can be gained. This helps with decision making, and by meeting customer expectations, the business is more likely to maximise its sales.


Inform product development – by analysing the results in detail, a business will be able to make informed decisions about what’s being currently sold and will sell in the future based on the feedback received.
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Figure 1.7 Purpose of market research





Market research in context


When Walkers Crisps launched the ‘Choose me or Lose me’ campaign in 2017, they encouraged people to vote on whether they preferred their existing three popular flavours of crisps (Smokey bacon, Salt and vinegar or Prawn cocktail) to three new flavours of crisps (Bacon and cheddar, Lime and black pepper or Paprika).


This approach created publicity for the business but also provided some vital market research which could be used when developing new products for the business.
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Figure 1.8 Crisps promotion
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Now test yourself





1  Write a definition of market research.



2  Why is it important for a business to complete market research?



3  How can market research help decision making? Use an example of a new product to explain your answer.
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1.5 Primary market research


What is primary research?


Primary research – also known as field research – is when a business gathers information about the market that has not been collected before. Primary research often involves talking to consumers about possible new products.
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Key term


Primary research is completed by a business and tailored to fit their own specific research purposes.
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Advantages of primary research data:





•  The information is up-to-date and relevant.



•  It is specific to the business situation.



•  It is only available to the company who completed the research.





Disadvantages:





•  Costly to the business.



•  Time-consuming.



•  Not enough people may be used to represent the opinions of the population.



•  Poor question design could produce results that are not useful.





Methods of primary research


Some methods for collecting primary research are described in the table below. Also remember that:





•  Physical market research is generally a paper-based questionnaire or survey.



•  Digital research methods can be accessed online using websites, apps or social media methods.
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Figure 1.9 Taking a survey









	
Table 1.2 Advantages and disadvantages of the different forms of primary research






	Type

	Description

	Advantage

	Disadvantage






	Observations

	




•  Customers are watched (observed) how they behave in certain situations, such as shopping. The market researcher notes down what they see the individual do, with regard to navigating a new store layout or stopping to look at a new display or price labelling.
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