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Learning Objectives

1.1 The nature of marketing
Knowledge and understanding of marketing activities and types of 
marketing, their applications and importance to a business.

1.2 How marketing activities may differ between businesses
Knowledge and understanding of factors that may affect the marketing 
activities of different businesses.

1.3 In-house marketing and marketing agencies
Understanding of in-house marketing and external marketing agencies, 
their activities, advantages and disadvantages of each.

1.4 Interrelationship between the marketing department and other 
departments
Understanding how the marketing department works with other key 
departments and why this interrelationship is important to improve 
business performance.

CHAPTER 1
UNDERSTANDING 
MARKETING
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 1.1 The nature of marketing

The marketing of a business is thought to be a key factor in a business’s success strategy. Without marketing, 
who will know about the business or what it offers? Marketing is possibly the most important activity in a 
business because it has a direct effect on profitability and sales. Larger businesses will dedicate specific staff 
and departments to marketing activities.

Marketing can be defined as identifying, anticipating and satisfying customer requirements profitably. This 
means businesses are looking for opportunities in the market, working to attract new customers as well as 
keeping existing customers satisfied so that they become loyal and continue to make purchases from them and 
doing this in a way that means their revenues (money coming in) are not exceeded by their costs (money going 
out).

Types of marketing
Businesses will market a variety of products (goods and services). Goods include for example food products, 
household appliances, electronic items, furniture and cleaning products. Services are things done to you or for 
you (for example a car wash or a haircut).

Mass and niche marketing
In most markets there is one mass (main) market made up of products with mass appeal (for example fruit 
juices and soft drinks). A niche market is the opposite of this. It is a focused, targetable part of the market. 
In a niche market goods or service focus on specific customer needs, which cannot or are not being met by 
mainstream businesses.

Mass marketing is a marketing strategy that uses mass distribution and mass media. This means that 
businesses are advertising or promoting to a wide variety of audiences, attempting to appeal to all types of 
customer. Businesses with products that cater to almost all age groups typically use mass marketing (for 
example products such as soft drinks or chocolate bars). Niche marketing focuses on a smaller market 
segment. Here it will aim a product at a specific type of customer, focusing on a smaller group of people with 
easily identifiable preferences, wants and needs (for example a company selling organic, Fairtrade or vegan 
products).

Business-to-Consumer (B2C) and Business-to-Business (B2B)
Business-to-Consumer (B2C) involves selling goods or services directly to the consumer. For example, 
someone buying a television set from an electronics retailer would be a B2C transaction. Business-to-Business 
(B2B) involves the sale of one company’s good or service to another company. B2B can offer the raw materials, 
parts or services businesses need for their production process. B2B also describes one business buying the 
services of another (for example a business may employ an accountancy business to audit their finances). B2B 
can also be a business reselling goods and services provided by others (for example a retailer buying a finished 
product from a manufacturer).

Think about a television set – the purchase of components, screens and plastics by the manufacturer and 
the sale of the television set from the manufacturer to the retailer would both be B2B transactions. Whereas a 
customer buying a television set from an electronics retailer would be a considered as a B2C transaction.

Marketing activities
Marketing is the process responsible for identifying customers, researching their needs and preferences, 
analysing the factors that influence their purchasing decisions, communicating effectively with these 
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consumers and customers to stimulate demand and persuading them to buy the products. But what does 
this mean for a business?

Businesses must know who their customers are. In order to do this, a business will identify its target 
audience or typical customers. These customers are the focus of any business’ marketing mix (the 7Ps of 
the marketing mix are covered in detail in Chapter 4). It is important for any business to carry out market 
research on their existing and potential customers in order to find out what their needs are and the benefits 
they want from products. It is also important that a business analyses the data from the market research in 
order to identify the factors that influence customer purchasing decisions to ensure that the right products are 
available at the right price, at the right time and in the right place (this is covered in more detail in section 1.3). 
In addition to this, all businesses will want to communicate effectively with consumers and customers through 
its marketing to stimulate demand and persuade them to buy their products.

Identifying
customers

Researching
customers’
needs and

preferences 

Analysing and
influencing
purchasing
decisions 

Communication
to stimulate

demand 

Persuading
customers to

purchase 
MARKETING

Figure 1.1 Some examples of marketing activities

The difference between customers and consumers
Although the terms are often used interchangeably, by strict definition a customer is the person who purchases 
products, whereas a consumer is the person who uses the products they have bought or were bought for them. 
The consumer may not have paid for the product. A customer can be a consumer but a consumer does not 
necessarily need to be a customer.

Needs and wants may differ between customers and consumers. For example, think about a child and its 
parent. The parent may feel the need to feed their child healthy food but the child may want to eat sugary 
snacks. The child would be a consumer of the healthy food, while the child’s parent would be the customer. 
As the customer, the parent would make purchasing decisions based upon their needs, whereas the child as the 
consumer may focus on what they want.

Examination Tip
You need to be able to know and understand the different types of marketing, different marketing 
activities and the difference between a consumer and a customer. You will also need to know 
and understand the importance to a business of identifying customers, researching their needs 
and communicating effectively with them.
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	 1.2	 How	marketing	activities	may	differ	between	businesses

Businesses may operate locally, nationally and/or internationally. This is referred to as their scope. They have 
different purposes (for example this may be to supply goods or services) and they may operate in either the 
private or the public sector. Both sectors include for-profit and not-for-profit businesses. Examples of for-
profit businesses are hairdressers, retailers or solicitors. Not-for-profit businesses would include charities, 
social enterprises, voluntary and community organisations, public arts organisations and housing organisations.

Business aims
A business aim clarifies what a business is trying to achieve. Aims will be different for different businesses. A 
for-profit business will, for example, aim to break even (this means that its costs and revenues are equal), to 
survive, to have loyal customers that make repeat purchases, to maximise profits (this means that its revenues 
are greater than its costs) and forward these profits to the business owners and, if they are a limited company, 
to the people who have bought shares in the business (shareholders).

Business aims for a not-for-profit business will be different as although it will want to ensure that revenue 
is greater than costs it will use any surplus profits to provide for society’s needs rather than to use itself.

Once a business has set their aims, they will use these to inform their marketing activities (marketing 
activities are covered in more detail in section 1.3).

Considerations in marketing activities
There are several factors that a business will need to consider when deciding on how to market its products. 
One factor to consider is the size of its marketing budget. How much money the business has available to 
spend on marketing will impact on the type and amount of research it can carry out, both in scope and sample 
size (marketing research is explained in detail in Chapter 3), and the types of media it will use (this is covered 
in detail in the marketing mix in Chapter 4).

Another factor will be the size of the marketing team working on these marketing activities. A business 
may decide to use its own internal staff and carry out in-house marketing or use an external marketing 
agency to produce its marketing for them. If the business decides to use its marketing team in-house, the 
business will undertake the marketing itself without the involvement of third parties. If the business employs 
a marketing agency outside of the business, it will complete the marketing activities on behalf of the business 
(this is explained in more detail in section 1.3).

Examination Tip
You need to understand how different businesses may undertake different marketing activities 
to meet their business aims and how factors such as the marketing budget and whether the 
marketing is undertaken in-house or by a marketing agency may affect the marketing activities 
of different businesses.
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 1.3 In-house marketing and marketing agencies

Before a business starts on its marketing it will need to decide how this will be done. It has two options. 
It may decide on in-house marketing. This is where the business undertakes marketing itself without the 
involvement of third parties. On the other hand, it might involve an external marketing agency. This is where 
a third party completes marketing activities on behalf of a business.

Marketing activities
An in-house marketing department and a marketing agency will be responsible for a number of activities. 
These include:

Defining	and	managing	the	brand
Branding can be defined as a name, term, design, symbol or any other feature that identifies a seller’s goods or 
services as distinct from those offered by other sellers. It is what makes a business recognisable and memorable 
and is used to attract and retain customers. People will have their own personal opinion and feelings about a 
brand and as a result, about a business and its products. All brands, no matter how big or small, need to maintain 
a consistent brand image. A marketing department is responsible for ensuring that the brand is recognisable and 
that public perceptions towards it are positive and not negative.

Conducting campaign management
A marketing campaign is an organised activity designed to promote and sell a business’s product. It takes place 
alongside everyday marketing tasks. Marketing campaign management involves developing and implementing 
a plan to achieve the marketing objectives of a business. It is important that campaigns are well managed as the 
business will not only want to recoup the money it has spent on the campaign, but it will want the campaign 
to achieve its objectives (for example, to increase sales for an existing good or service or to get customers to 
buy something new).

Conducting customer and market research
To be successful, businesses need to identify opportunities in the market. Market research is carried out by 
businesses in order for them to identify its customers, to find out customer needs, preferences and wants, as 
well as their thoughts and feelings about the goods and services on offer. Examples of questions businesses 
may be trying to answer through research could be:

• what are people currently buying?
• are there groups of people who are not presently buying from the business and who could be new 

customers for the business?
• how are people’s wants and needs changing?
• what will they want and need in the future?
• what are other businesses doing?

Businesses will also carry out market research to obtain information. They may use information on 
competitors to carry out a competitor analysis in order to assess the strengths and weaknesses of their 
competitors and helping to identify opportunities for the business. Research gathered on customers, competition 
and the market in general can also be used to carry out a more comprehensive SWOT analysis on the market 
within which the business operates. This is where strengths, weaknesses, opportunities and threats for the 
business are analysed.
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Creating content and copywriting
Content writing is used to attract and engage potential customers and educate them about a business’s products 
(for example through sharing free content such as press releases, blogs, articles, podcasts, infographics and 
email campaigns). Copywriting involves the creation of copy and content (for example advertisements, product 
packaging and other marketing materials) that aims to sell a business’s brand. Unlike content writing, that helps 
people understand the brand and generate interest in the business, copywriting aims to convince readers to take 
a specific action and become customers of the business (marketing copy and collateral is covered in more detail 
in Chapter 5).

Managing digital marketing
Digital marketing is the promotion and advertising of a business’s product(s) through digital channels such as 
social media networks. This allows businesses to reach large groups of people and gain ‘followers’ through 
mobile apps, websites, email marketing, search engine marketing (SEM) and search engine optimisation (SEO). 
People want brands they can trust, so it is important that digital marketing is well managed and that digital 
communications are personalised and relevant to the target audience as well as to their needs and preferences. 
Today’s easy access to digital media means that consumers and customers have access to information anytime 
and anywhere. Consumers and customers also do not just see the marketing from that specific business but 
can find out what everyone else is saying also. For this reason, managing digital marketing is important as it 
also includes responding to customer interactions and ensuring a consistent brand image. (Digital marketing is 
covered in more detail in Chapter 5.)

Managing	public	relations	(PR)
Businesses have to stand out from the competition so that they can win new customers and retain existing ones 
but at the same time they also have to create and maintain a positive public image for their brand. Managing 
public relations (PR) means looking after the reputation of a business with the aim of earning understanding 
and support from customers as well as having a positive influence on consumer opinion and behaviour. To 
do this, PR may use social media networks, blogs, newsletters, press releases and participation at public 
events such as conferences and award ceremonies to give the target audience a better understanding of the 
business and increase publicity. PR must be well managed if it is to establish and maintain goodwill and mutual 
understanding between a business and its customers. A positive public image is important to a business as it can 
help to create a solid relationship with customers, which can increase sales.

In-house or external marketing agency?
When deciding whether marketing activities should be carried out in-house or by an external marketing agency, 
there are various factors the business may need to consider.

Fees and costs
If a business is thinking of using a marketing agency, it will have to consider how much this agency will charge 
for its services as this will create a cost for the business. This cost would mean that the profits made from the 
product would be reduced.

On the other hand, the quality of work completed in-house may not be as good as that which is produced 
by an external marketing agency. As a result, the final campaign may not be as effective if the in-house 
staff business lack experience in marketing. This lack of internal expertise could cost the business valuable 
sales.
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Time and level of control
With an in-house team, the business knows that 100% of the team’s time is devoted to working on the project. 
A business also has greater control over the promotional campaigns and creative ideas if they are kept in-
house.

With a marketing agency, time may be an issue as the team members at the agency may be working with 
multiple clients at the same time. Alternatively, a marketing agency can bring focus and get big projects 
completed because they are not being distracted by working on activities other than marketing inside the 
business.

On the other hand, it can be beneficial to use a marketing agency rather than an in-house marketing team 
as if the business has a large campaign it is easy to scale up the marketing agency work to support it and scale 
back when the launch is over. It would be unlikely and not always possible for a business to hire more staff for 
a short period of time and then let them go once the work has been complete or be able to reallocate existing 
employees away from their other responsibilities to work on a specific campaign.

Familiarity	with	the	values,	mission,	marketing	objectives	and	products	of	the	business
An in-house marketing team should have an in-depth understanding of the business, its values, mission and 
marketing objectives (discussed further in Chapter 2), the history of its products and planned future strategy, 
which a marketing agency may not have. However, on the other hand, although the members of an in-house 
team have more familiarity with the business, they may be too close to a product to recognise the most important 
or differentiating things about it.

If an external marketing agency is not familiar with a product, they would need time to familiarise themselves 
with it in order to prevent them making mistakes, which could delay the campaign. However, although a 
marketing agency may not fully understand a business at the start, this understanding can come with experience 
of working with the business over time.

Confidentiality	breaches,	legal	and	contractual	arrangements
A business may be concerned with the prospective of confidentiality breaches if it allows an outside marketing 
agency access. It may be worried that staff from the advertising agency may provide ideas about its campaign 
to others therefore reducing promotional impact. This is less likely to happen with an in-house team where the 
staff work solely for that business.

The prospective of confidentiality breaches is often solved through signing non-disclosure agreements 
(NDAs). An NDA is a legal contract that sets out how the business shares information or ideas in confidence. 
NDAs are sometimes referred to as confidentiality agreements.

Conflict	of	interest
A business may be concerned that a marketing agency may have a competitor of the business as its client. This 
can lead to a conflict of interest as the marketing agency would be working with different businesses whose 
needs are in conflict with each other. This would not happen with an in-house team.

Links to research and media companies
As agencies work for a range of businesses, they are likely to have more contacts at different research and 
media companies than in-house marketing teams. These companies specialise in the measurement and data 
analytics of consumers and markets that can be used to ensure marketing campaigns are appropriate for their 
target audiences.



8 LCCI LEVEL 2 CERTIFICATE IN MARKETING FUNDAMENTALS

Availability	of	expertise	and	specialist	skills
In-house teams are unlikely to have the same range of skills, resources and experience as advertising agencies, 
although larger businesses may have the resources to choose between hiring specialist expert staff who can 
work on marketing full-time or using an external marketing agency.

However, if the business does not have the resources for this, it may decide to use a marketing agency who 
has expert and specialist staff who can bring good ideas and expertise into marketing campaigns.

Values,
mission and 

marketing
objectives

Availability of
expertise/
specialist

skills

Legal and
contractual

arrangements

Links to
research

and media

Fees and
costs

Level of
control

Confidentiality
breaches

Conflict of
interest

Products of
the business

Time

Figure 1.2 Factors to consider when allocating marketing activities internally (in-house) or externally 
(agency)

	 1.4	 Interrelationship	between	the	marketing	department	and	
other departments

Although smaller businesses may rely on one person to carry out all of the business’ marketing, larger businesses 
will have dedicated marketing departments. The role of a marketing department is to promote the business and 
co-ordinate and produce all of the materials that represent the products and brands of a business. The marketing 
department is responsible for the brand. As customers experience a brand through the interactions they have 
with a business and its products, a marketing department in a large company cannot work alone. It needs to work 
with other key departments who also affect the products of the company such as research and development, 
operations, procurement, finance and human resources (HR) to ensure that the customer experience is the best 
it can be. This is called interrelationship. The following table demonstrates why interrelationship is important 
to improve business performance.

Examination Tip
You need to be able to understand the activities that in-house marketing and external marketing 
agencies carry out and why a business may choose to use one over the other, giving the 
advantages and disadvantages of each.
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Key department Role of department How the interrelationship improves 
business performance

RESEARCH AND 
DEVELOPMENT 
(R&D)

• Conducts research on new 
products

• Compiles and analyses the data
• Plans, builds and tests product 

ideas

Ensures that research and 
development on new products for 
the product portfolio are planned to 
satisfy current and future customer 
needs.

OPERATIONS 
(PRODUCTION)

• Plans and produces goods
• Plans and provides services
• Manages quality
• Schedules output to meet demand

Ensures that the orders created by 
the marketing department can be met 
within the required timescale and to 
the required quality.

PROCUREMENT • Sources new materials and 
equipment

• Identifies new suppliers of raw 
materials

Ensures that there are enough 
materials and equipment to supply the 
operations department so that they 
can fulfil the orders created by the 
marketing department.

FINANCE • Identifies financing needs
• Produces and monitors budgets
• Pays invoices
• Reports financial results

Ensures that there is budget for 
marketing activities and informs the 
marketing department of the funds 
available.

HUMAN 
RESOURCES 
(HR)

• Recruits and retains appropriately 
skilled staff

• Trains staff
• Motivates staff through financial 

and non-financial rewards

Ensures that enough staff are in place 
in each department and that these 
staff have the required skills to source 
materials and produce products 
to fulfil the orders created by the 
marketing department. Ensures staff 
are able to deal with customers in a 
professional manner to ensure the 
reputation of the brand.

CUSTOMER 
SERVICE AND 
SALES

• Gathers information on new and 
developing customer needs

• Deals with customer queries and 
complaints

Ensures that the marketing 
department understands the needs 
and wants of the customers and 
reports back on whether customers 
are satisfied.

Examination Tip
You need to be able to understand the role of the marketing department and the other key 
departments in a business, how the marketing department works with other key departments, 
and why this interrelationship is important to improve business performance.
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Activities

1.1 A marketing department has been looking at its digital marketing. It is thinking of using a social media 
network to promote its products.

Give three reasons why a business might use a social media network when marketing.

1 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

2 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

3 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

1.2 Circle the three mistakes in the following extract.

Chapter 1 Summary

What you have learned:

• The role of marketing, the different types of marketing and marketing activities, and why 
marketing is important to a business.

• The purpose and business aims for profit and not-for-profit businesses, the scope of 
business activities and the business considerations that affect marketing activities.

• The role and activities of in-house marketing and external marketing agencies and the 
factors that businesses should consider when using each.

• The role of the marketing and other key departments within a business, how marketing 
works with these other key departments and why this interrelationship is important to 
improve business performance.

The role of a marketing department is to promote the business, co-ordinate and produce some of 
the materials that represent the business. It is not responsible for the brand. As the way that the 
customers experience the brand is through all the interactions they have with a business and its 
products, a marketing department in a large company must work alone.
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Practice	questions

1.1 Which one of these is an example of a good?

(1)

□ A Car insurance

□ B Vehicle repairs

□ C Stationery

□ D Banking

1.2 Name two types of not-for-profit business.

(2)

1 ............................................................................................................................................................................

2 ............................................................................................................................................................................

1.3 Explain one advantage and one disadvantage of using a marketing agency.

(4)

Advantage

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

Disadvantage

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................





Learning Objectives

2.1 Analysing the internal and external marketing environment
Knowledge and understanding of the internal and external factors 
affecting marketing and use tools to conduct situational analyses to 
make marketing decisions.

2.2 Setting marketing objectives
Understand reasons for setting marketing objectives and set appropriate 
SMART marketing objectives.

2.3 Marketing internationally
Knowledge and understanding of how and why businesses market 
internationally, the advantages and disadvantages of doing so and the 
challenges businesses can face.

CHAPTER 2
MARKETING CONTEXT
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 2.1 Analysing the internal and external marketing 
environment

There are internal and external factors that affect the marketing activities of all businesses. The external and 
internal factors together are referred to as the marketing environment. This can play a vital role in the success 
of a business, its marketing strategies, marketing campaigns and its branding. All businesses, whatever their 
size, operate within the marketing environment and understanding this environment is essential when planning 
its marketing for the future.

Internal factors
Internal factors are things that the business has influence over. It can include business objectives, business 
culture, operational issues, finances and timescales, for example. A business aim is a statement of what a business 
is trying to achieve and business objectives are stated, measurable targets of how a business achieves its aims 
(this is covered further in Chapter 1). Having an objective is useful because it helps staff to focus on shared 
aims. A businesses objective could be, for example, to increase revenue and to maximise profit. Businesses may 
also have alternative objectives such as ethical and socially responsible objectives (for example based on their 
beliefs on how businesses should treat the environment and people who are less fortunate).

Business culture refers to the way a business distinguishes itself from others and how this shapes the 
actions of the people in the business. If the business has an empowering culture, its employees should deliver 
its products with commitment, attention to detail and passion. This can lead to customer satisfaction. The 
internal environment also looks at the operational issues, finance, resources and timescales of a business 
using the 5Ms:

• Men – human resources
• Money – finances
• Machinery – equipment
• Minutes – timescales
• Materials – components or raw materials.

External factors
Although internal factors can be controlled by the business, external factors cannot. Every business is affected 
by a variety of external influences or factors. It is difficult for businesses to control these outside factors but it is 
vital to the success of any business that it understands the external environment, from changes in political and 
economic factors to the development of new technologies or the implementation of new laws.

Political	and	legal	factors
Political factors include the impact of pressure groups, the pressure or support from government and the 
impact of lobbying. For example, the negative publicity generated by a pressure group (such as Greenpeace) 
could decrease the demand for the products of a business. Alternatively, financial support from the government 
could benefit a business. Legal forces include legal restraints and regulations, and environmental regulations. 
Businesses must comply with any legal restraints and regulations. For example, a food manufacturer would 
have to conform to regulations for handling and packaging food as well as complying with all local and 
regional laws and any global regulations if operating internationally or it will face legal consequences.
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Economic condition
A business looking at economic conditions will consider inflation rates (the rate of increase in prices for goods 
and services), interest rates (the percentage rate charged on a loan or paid on savings) and exchange rates (the 
value of the currency of one country to that of another country). These economic factors are key in determining 
demand for products. For example, a recession would adversely affect the amount consumers have to spend 
when purchasing the products of a business. Changes in exchange rates would also impact the international 
marketing of a business as materials and products would be bought and sold in different currencies and therefore 
prices will fluctuate.

Social and cultural trends
Social and cultural trends include demographics, lifestyle, age distribution, education levels and the 
composition of families. These impact on customer needs and the size of the potential market for the products 
of a business. For example, an increase in the number of older people will create a bigger market for goods 
and services linked to these older people (such as stairlifts and retirement homes). Change in the structure and 
attitudes of society can also have a big effect on a market. For example, behavioural change, such as an increase 
in health consciousness, can have a positive effect on the purchase of services such as gyms but a negative 
effect on the purchase of goods such as foods that are high in fat or sugar.

Technological change
Technological change includes automation, the rate of the technological advancement and trends in technology. 
Technology has an impact on manufacturing costs, on the type of goods and services available, on distribution 
channels and on the promotion of products (such as the increasing use of social media). For example, customers 
can now use apps to order and pay for a product online.

Competitors
Businesses also need to know about their competitors and their actions. They may ask a number of questions, 
for example:

• Who are they?
• What are their strengths and weaknesses?
• How do they threaten the business?
• Are they profitable?
• Are they expanding?
• What are their objectives?
• What strategies are they following to achieve these objectives, and how successful are they (for example 

price, place, promotion)?
• How are these competitors likely to respond to any changes a rival business makes?
• How can the business separate itself from these competitors?

Ethical considerations
A business will also consider ethics; the social values which govern the behaviour of a business. Many 
businesses have implemented a corporate social responsibility (CSR) policy as a commitment to society and 
the environment. This impacts on marketing activity as more businesses use marketing to emphasise their 
ethical behaviour and their membership of ethical associations (such as Fairtrade).
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Tools for situational analysis to make marketing decisions
Businesses will conduct research on the business environment within which it operates and on the organisation 
itself. They will analyse this information to formulate marketing strategies. This analysis can be carried out 
using a number of tools to include SWOT and PEST analysis. Businesses will usually use a mixture of tools 
before coming up with a strategy.

A SWOT analysis looks at the strengths, weaknesses, opportunities and threats of a business. For example, 
are staff skills one of the strengths of the business or are they a weakness? Is the amount of competition in the 
market an opportunity or a threat for the business? A SWOT analysis is often shown as a grid, as exemplified 
in the table below.

IN
TE

RN
AL

Strengths Weaknesses

EX
TE

RN
AL

Opportunities Threats

Strengths and weaknesses are part of the internal analysis. This is the situation inside the business. It asks 
questions about the strengths and weaknesses of the business, such as:

• What does the business do better or worse than others?
• What advantages or disadvantages does it have?
• What factors could help or hinder the business when selling products?
• What could the business improve on?
• What should the business start doing or stop/avoid doing?

Opportunities and threats are part of the external analysis. This is the situation outside the business. Knowing 
what these are allows a business to ensure they take advantage of any opportunities and are safe from threats. 
A business will ask questions about the opportunities it could profit from and the threats that could adversely 
affect it, such as:

• What opportunities or threats are there?
• What are some interesting trends in the market?
• What are competitors doing?
• Are advancements in technology threatening or strengthening the position of the business and/or 

product?

A PEST analysis looks at external factors and their impact on a business. It can enable a business to predict 
future business threats and take action to avoid or minimise their impact, and can enable it to identify business 
opportunities and take advantage of them. PEST factors can be classified as opportunities or threats in a SWOT 
analysis and a business will often complete a PEST analysis as part of a SWOT analysis. PEST looks at the 
political, economic, social and technological factors that are external to a business as discussed earlier in the 
chapter.
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Examination Tip
You will need to understand the internal and external factors affecting marketing for different 
businesses and be able to use a SWOT and PEST analysis to make marketing decisions in given 
real-life contexts.

	 2.2	 Setting	marketing	objectives

Marketing objectives are targets that are linked to the aims and objectives of the business. Once environmental 
analyses such as SWOT and PEST have been conducted, the results will inform its marketing objectives. 
Examples of marketing objectives of a business could be to:

• maintain or increase the number of sales
• maintain or increase market share (the portion of a market that a brand or product controls)
• maintain or increase profitability (the amount left after subtracting the expenses and costs from the sales 

revenue)
• build or increase brand awareness and loyalty
• develop or launch new products
• target existing and/or new customers
• enter new markets locally or internationally
• enhance customer relationships
• understand the wants, needs and aspirations of customers
• gain an advantage over competitors
• set goals for the marketing plan
• set goals for staff in the marketing department.

Case Study 2.1
Some	examples	of	marketing	objectives	
for Adidas

• Maintain market share – It is the global leader in sports goods.
• Develop new products – It continually adds to its range of sportswear for athletes and casual 

wearers through its Adidas Sport Performance, Adidas Originals and Adidas Sport Style 
brands.

• Enter new markets – It is concentrating its marketing on Shanghai, New York, London, Paris, 
Tokyo and Los Angeles.

• Enhance customer relationships – It is talking directly to customers to find out about their likes 
and dislikes.

Many businesses will set targets using the SMART acronym. Businesses that have SMART objectives are 
successful because they are clear about what objectives they are trying to achieve and how they will achieve 
them. Employees will also be more motivated to try and ensure objectives that are achievable and relevant are 
fulfilled, which will benefit the business.
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Specific – The precise
number or percentage of

what the business wants to
achieve.

Measurable – Quantifies the
objectives so the business

can monitor progress.

Achievable – Are they
feasible, and within the
ability of the business?

Realistic – Does the business
have the resources needed
to make these objectives

happen?

Time-bound – What is the
timeline? What time/date

must the objective be
achieved by?

Figure 2.1 Setting SMART objectives

Examples of SMART objectives could be:

• To increase market share to 5% in one year.
• To increase the average spend of a customer from $15 to $20 in the next 6 months.
• To double the amount of purchases made by 18 to 25 year olds by December.

Once a business has set their objectives, they will use these to inform their marketing plan and to create 
a marketing strategy for the business. For example, if the business aims to increase sales, it could create a 
marketing campaign for new or existing products at home and overseas. If its aim is to increase profits, it could 
cut marketing costs by reducing the amount it spends on advertising.
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Examination Tip
You will need to understand why different businesses set marketing objectives and be able to set 
appropriate SMART marketing objectives for a given business in given real-life contexts.

 2.3 Marketing internationally

International (or global) marketing is the process of marketing a business’s products overseas. There are 
advantages of businesses choosing to market internationally as they can benefit from greater opportunities 
to enter growing markets abroad and sell in other countries. For example, it allows a business to identify 
and satisfy customer needs and to communicate effectively with customers in other countries. Marketing 
internationally can counteract a decline in the domestic market as it broadens the customer base by 
giving access to a larger market containing more potential consumers and customers. This can result in an 
increase in sales and revenue as well as an increase in profits. For example, mobile telephones are now in 
everyday use throughout most of the world and it therefore makes sense for companies such as Samsung, Apple 
and Huawei, who are some of the main manufacturers of mobile phones, to promote and sell overseas. This 
allows them to access a much wider market and gain the benefit of increased sales.

Challenges when marketing internationally
Businesses marketing their products globally will face a number of challenges such as understanding the 
differences between different countries and different cultures. Consumers in different parts of the world have 
different tastes and requirements for products. Preferences, for example, for sports, music, food, fashion and 
hobbies differ between cultures. It is important that businesses keep in mind the needs of overseas customers 
and their cultural differences as they will use different languages and may respond differently to products 
and marketing. For example, the preferences of a young customer in Myanmar may differ from that of a young 
customer in Egypt or Nigeria.

A business will therefore need to carry out market research to know exactly how each market will respond to 
the business, its product and its marketing. This is important as a business does not want to make any expensive 
mistakes because of a difference in language and/or culture when packaging and marketing its products.

Businesses who market globally will need to consider adapting or customising its offering. Few businesses 
can simply transfer products from one market to another without making some changes to their marketing mix. 
A business needs to consider how each element of its marketing mix (product, promotion, price and place) 
might need to be fine-tuned to meet the needs of local customers (the marketing mix is covered in detail in 
Chapter 4). Changes cost money and before taking a decision to market globally in the hope of generating more 
sales, a business must weigh the anticipated benefits against the costs.

This business will need to consider how it packages, labels and promotes its products to ensure that it 
complies with the legal requirements and regulations of the country. For example, some countries use the 
word ‘diet’ to describe food and drinks that are low in calories, whilst in other countries the word ‘light’ is used. 
This means that where customers in the UK and USA buy Diet Coke, customers in much of the rest of the world 
buy Coca-Cola Light. Brand names also have to be thought about as a business may already be trading in that 
country using that brand. For example, you can buy Dove chocolate in most countries but you would need to 
ask for Galaxy to get the same product in Egypt, India and the UK. Asking for Dove in these countries would 
get you a range of beauty products. The fast-food chain Burger King is famous in many countries but due to a 
business already trading with that name in Australia, here it sells as Hungry Jack’s.
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International marketers will also need to consider consumer tastes, tradition, religion and cultural preferences 
and ensure that their marketing is not offensive or distasteful.

Case Study 2.2 Slogans lost in Chinese translation

For a product to succeed overseas it has to appeal to this new market. Marketing to foreign 
customers can have unfortunate outcomes if not done correctly. Some businesses have learned 
through experience that a slogan may not have the same appeal when translated into a foreign 
language. Look at these examples of mistakes made by American companies when marketing 
in China:

• Pepsi – ‘Pepsi Brings You Back to Life’ was mistranslated as ‘Pepsi brings your ancestors back 
from the grave’.

• Kentucky Fried Chicken (KFC) – ‘Finger-lickin’ good’ was mistranslated as ‘Eat your fingers off’.

Examination Tip
You will need to know what is meant by marketing internationally, the advantages and 
disadvantages to businesses in doing so and how this might affect a business’s marketing mix.

Chapter 2 Summary

What you have learned:

• The internal and external factors affecting marketing and tools to conduct situational 
analyses to make marketing decisions including PEST and SWOT.

• The reasons for setting SMART marketing objectives and how to set appropriate SMART 
marketing objectives.

• What international/global marketing is, how and why businesses choose to market 
internationally, the advantages and disadvantages of doing so and the challenges that 
businesses can face when choosing to do so.

Activities

2.1 Set three SMART marketing objectives for a coffee shop.

1 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................
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2 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

3 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

2.2 Carry out a SWOT analysis for a large business of your choice.

Business description

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

Strengths Weaknesses

Opportunities Threats
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Practice	questions

2.1 Which one of these is an external factor that could impact on the marketing of a business?

(1)

□ A Business objectives

□ B Raw materials

□ C Business culture

□ D New legislation

2.2 Name two external threats to a business as shown in a SWOT analysis.

(2)

1 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

2 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

1.3 Explain two reasons why a business will want to understand the needs of its customers.

(4)

1 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

2 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................
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1.4 Explain two reasons why a business will set SMART objectives.

(4)

1 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

2 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................





Learning Objectives

3.1 Targeting and segmenting the market
Knowledge and understanding of market research and the importance 
of identifying appropriate segments to target.

3.2 Collating, compiling and presenting data
Compile, present and interpret data accurately and effectively, and 
understand the importance of accuracy.

CHAPTER 3
MARKET RESEARCH, 
SEGMENTATION AND 
MARKETING DATA
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 3.1 Targeting and segmenting the market

Market research is used to guide business decisions by giving businesses insight into its customers and the 
market. Market research will tell the business if there is a gap in the market, the possible market segments and 
the type of good or service these customers want and need, as well as whether the planned good or service 
matches what the customer wants. By enabling a business to make informed choices, market research helps a 
business to develop a successful marketing strategy.

Quantitative research gathers data in a numerical form. It focuses on numbers (for example, what 
percentage of the population buys a particular product) and is gathered using surveys and questionnaires. 
Qualitative research gathers data based on individual customer responses and focuses on opinions and 
feelings (for example a favourite colour).

Primary research
Primary research, also known as ‘field research’, is information gathered first hand (for example, through 
customer questionnaires and surveys). Primary research is good as the information gathered is specific, current 
and up-to-date but it is time-consuming to collect and more expensive and difficult to organise than secondary 
research.

Surveys,	questionnaires	and	polls
Surveys and questionnaires are used to measure the opinions or experiences of a group of people by asking a 
structured set of questions. Businesses usually use written questions to gather information on the customers’ 
views of a product. A survey may be left in a hotel room to obtain qualitative feedback (such as how many 
times they have stayed) and quantitative feedback (such as their opinions on their experiences at the hotel) or 
it may be sent to customers for them to complete digitally after they have purchased a product online to find 
out how they feel (like/dislike) about it. They may also be posted or emailed to previous customers who have 
not made a purchase from the business for some time in order to find out why. Unfortunately, customers who 
have not enjoyed the product will be unlikely to want to make positive comments or to complete the survey. 
Incentives (such as entry in a free draw to win a prize) are often used to encourage people to complete and 
return the survey.

Surveys
Surveys ask questions to a sample group of customers that have been chosen to represent the target market. 
The larger the sample group, the more reliable the results will be. In-person surveys are one-to-one interviews 
often conducted in busy locations (such as shopping centres) and usually using a script. They allow businesses 
to present samples of products, packaging or advertising to customers and can gather feedback immediately. 
Because of the labour and time it takes to obtain feedback, in-person surveys are expensive. Telephone surveys 
(telemarketing) are less expensive than in-person surveys and allow the business to ask scripted questions 
directly to the customer to gain instant feedback but over the years, this method has become more difficult 
to conduct as customers have become unwilling to participate in telemarketing. Postal (mail) surveys are a 
relatively cheap way to reach a broad audience. They are much cheaper than in-person and telephone surveys 
but they usually generate small response rates. Despite the low return, postal surveys remain a cost-effective 
choice for small businesses. Online surveys allow businesses to ask a wide range of questions across a variety 
of different question types (for example they can ask for a comment, an email address or other customer 
information, as well as asking multiple choice questions or obtaining feedback on images). Online surveys 
are a simple, inexpensive way to gather customer opinions and preferences but can generate unreliable data 
because the enterprise has no control over who responds.
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As well as gathering feedback about the business and its products, surveys and questionnaires can also 
provide useful information about customers by gathering information on things such as age, gender and salary. 
However, many people may not fill in this part as they do not want to give out their personal information.

Polls
Where a survey is generally used to ask a range of questions, a poll will ask just one question and is usually in 
the form of a multiple choice or multiple response question. Participants can choose from a set of answers on 
a given subject and ‘vote’ according to their preferences. Polls are commonly used on social media and voters 
may be asked to select just one answer to the question by clicking the radio button or they may be allowed 
to choose multiple answers. Social media polls are a quick and easy way to gather data. They reach a wide 
audience, are easy to set up and can gain an immediate response, but they provide limited information as they 
can only ask participants to give one answer.

Poll

What is your favourite flavour for a muffin?

Chocolate chip

Raisin

Blueberry

Lemon

Other 

Vote

Figure 3.1 An example of an online poll on social media

Questionnaires
Many businesses send out regular online questionnaires to a representative customer group to check their 
views on a wide range of topics (such as advertising and promotion, pricing, speed of delivery, staff attitude, 
returning goods or the quality of a product).

As many staff deal directly with customers, businesses may give questionnaires to their employees in order 
to gain their feedback on the comments they have received from customers so that it can act on them to improve 
customer service. They may also ask the employees their opinions on working for the business, in order to 
check that they are happy and are not planning to leave.

Businesses may also send questionnaires to people they think might be interested in the products it offers 
(for example, a hotel may obtain the mailing list from a travel company so that it can email those customers 
about their own products). These questionnaires can be designed to find out specific information and are 
cost effective and easy to use for both participants and researchers. However, the results of a questionnaire 
rely on asking appropriate and sufficient questions to enough people. If a sizable sample group is chosen, 
questionnaires can gather large amounts of data that can be used to make charts and graphs but having a large 
amount of responses could provide a huge amount of data to analyse. They could also produce ‘dirty data’ 
(data that contains inaccurate information) as the respondents may not be potential or actual customers of the 
business. Another problem is that completion rates may be low as they may be seen by recipients as junk mail 
and are therefore discarded and not returned.
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Interviews
Interviews may be conducted via the telephone or face-to-face. They use unstructured, open-ended questions 
and usually last for around an hour. They are typically recorded so that responses can be referred back to at a 
later stage. Interviews are expensive as they take up the researchers’ time and the results may be biased if the 
questions asked are unfair or lead the respondent to answer in a particular way.

Social media platforms
As more and more people use the internet, online reviews have gained in popularity. Customers and consumers 
can comment on their experiences by posting a review on the business’s website, an online review site or 
a social media platform. Many customers and consumers actively check online reviews for products before 
purchasing. Whilst online reviews can help to sell a product, they can also have the opposite effect, with some 
online reviews being too honest and appearing negative. Businesses have also reported concerns over ‘fake’ 
negative reviews being posted onto review sites by competitors to decrease the popularity of the business. 
There are also concerns from customers that some businesses are not actively publishing negative reviews, 
whilst others are paying for product endorsements without making this clear to the public.

Focus groups
A focus group is a method of research involving a small group of people, usually around eight participants. The 
chosen target group is guided through a discussion by a moderator who reads a series of scripted questions or 
topics to lead a discussion amongst the group. The questions and responses are usually recorded in a transcript. 
A focus group usually lasts one to two hours and usually requires a minimum of three focus groups to get 
reliable results. Focus groups can be used by a business to gather qualitative data (what the group thinks about 
a business or a product) and to find out personal opinions and attitudes. It can provide immediate suggestions 
and ideas. Although focus groups can be useful in gaining an understanding of the needs, preferences or main 
concerns of a group, they are not ideal for gathering the views of a wide range of individuals since the sample 
size remains very small and selective.

Direct	observation,	visits	and	mystery	shopping
Some businesses employ customers to visit businesses such as shops, restaurants and hotels as mystery 
shoppers to compare the service their business offers to that of its competitors. Mystery shoppers may phone 
a business with queries or to make a booking and/or make a visit in person. Afterwards they complete and 
return a questionnaire to the business with their comments. They check, for example, the speed of service, the 
quality of the goods or service, the attitude of the staff and the cleanliness of the business. Mystery shoppers 
should not be known to the employees so that the feedback report received is as close to the everyday customer 
experience as possible. Mystery shoppers are usually recruited online and are reimbursed for their purchases, 
and may also be paid a fee.

Responses given to surveys and focus groups are sometimes different to people’s actual behaviour. Businesses 
may directly observe its customers under real-life conditions (such as when visiting a physical store) to see 
how they buy a product or how they act. This gives a more accurate picture of customers’ habits and behaviours 
and can help businesses to identify product popularity, customer purchase time or changes that might need to 
occur (such as product modifications, improvements to packaging or price adjustments).

Trials
Trialling (testing) a product allows a business to gain feedback from customers on a product’s performance 
or suitability. The business will send a customer a product, ask them to use it, then feedback on it. As well 
as giving feedback to the business it may ask the customer to ‘review and share’ by posting on social media 
platforms. Trialling benefits a business as it can find out what the customers feel are the product’s strengths and 
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weaknesses and identify what the customer does and does not like before the business commits to a full product 
launch. Also, if it can find out what the customers like and think is beneficial about the product it can use this 
information in its marketing campaigns to attract customers.

Secondary research
Secondary research, also known as ‘desk research’, is the process of collecting and analysing information 
that already exists and has already been collected, compiled and published by third parties (for example from 
newspapers, articles, journals, directories and government reports). There is a great deal of information 
readily available online such as company accounts, industry, sector and market reports, as well as information 
from trade associations and professional bodies. Some of this information is free but there is a great deal that 
require subscriptions or one-off purchase, which are usually expensive. This information provides data on 
market size and structure, trends in the market and competitor activity. A business can also purchase market 
reports and research on their industry or potential customers from specialist data companies. The problem with 
this data is that it might not be current or complete, or it may be too generalised.

A business can use external secondary research in order to identify demographic, geographic and 
psychographic information of its consumers (for example using government data, official statistics and 
information from professional bodies) or market segments. The customer records of a business are a source 
of internal secondary research data and can provide a great deal of behavioural information such as spending 
patterns, consumption and usage, the loyalty status of customers and the benefits they desire. The business can 
also track customer behaviour through loyalty cards.

Market segmentation
Market segmentation means dividing an overall market into sets of consumers that have similar needs or 
similar characteristics. Key differentiators are identified that divide consumers into groups with specific needs 
and wants. Each of these groups of consumers is then referred to as a ‘market segment’. Grouping customers 
into segments enables businesses to more effectively focus tailored marketing communications to specific types 
of customers. Most businesses will focus on the needs of particular market segments rather than the overall 
market. Once a business selects specific market segments for its marketing, these chosen market segments 
are then referred to as ‘target markets’. Businesses will select the most promising segments from these target 
markets and focus on serving and satisfying the customers within these segments. A business may identify 
several target markets and will therefore adapt its marketing activities according to the different segments 
identified.

For example, if a business is selling electrical goods, those consumers who want TVs with the largest 
screens and the highest definition regardless of price will collectively form one market segment. Whereas 
consumers who care mainly about the price of the TV and its running costs will make up a different segment. 
It would be difficult for the business to make one TV model that was the first choice of consumers in both 
market segments.

The target market is the group of people who are most likely to buy what the business sells. If a business 
does not know who it is targeting it may try to hit multiple customer targets and, as a result, the effectiveness 
of its marketing activities may be limited by the fact that it is spreading its resources too thinly. It is better for 
a business to adapt its marketing activities and ensure that campaigns are appropriate. If the target market and 
segment is not clear, money and time will be wasted on marketing activities that are inappropriate.

How to segment a market
The following table shows customer and consumer groups by segment.
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Segment Characteristics

DEMOGRAPHIC Age, gender, race, religion, family size, ethnicity, income, education level 
and socio-economic group.

A sample target market profile focusing on demographics might be:
• Female teenagers with parents who are college educated and have 

incomes above $55,000.
• Married men with children who live in households with an income of less 

than $40,000.

GEOGRAPHIC Location and proximity to point of sale.

A sample target market profile focusing on geography might be:
• People who live in rural areas.
• Residents in cities.

PSYCHOGRAPHIC Personality characteristics (traits), social class, attitudes and lifestyle.

A sample target market profile focusing on psychographics might be:
• People who like to play tennis and who tend to participate in political 

causes.
• Motorcycle enthusiasts who like to go to road rallies.

BEHAVIOURAL Based on their relationship with the product or the business such as 
spending, consumption, usage, loyalty status and desired benefits.

A sample target market profile focusing on behaviour might be:
• Customers that tend to make impulse buys to satisfy their desire not to 

be left out of a good deal.
• Customers that are thoughtful and carefully weigh the benefits of a 

purchase before buying.

Large retail clothing businesses provide good examples of segmenting and targeting audiences. Many have 
a number of brands that target a different audience (such as affordable everyday wear, classic basic clothing 
or reasonably priced luxury wear). The business will then adapt its marketing activities for the segment (for 
example advertising in top-end magazines, on television or on billboards as appropriate). Another good 
example is restaurants. These may adapt their marketing activities by offering food at a low price for office 
workers for example, who may eat out regularly but can’t afford to pay out a great deal of money each day for 
lunch. The restaurants may offer fewer menu items, smaller portions and a speedy service as they are targeting 
a large market segment that wants to eat a good meal without paying high prices and with limited time available 
to them. On the other hand, some restaurants will offer high-priced menus as they are targeting wealthy diners 
who want a complete experience without any time pressures.

Examination Tip
You will need to understand the different types and sources of primary and secondary market 
research and how this is gathered and used by different businesses. You will also need to know 
how and why a business will segment the market (demographic, geographic, psychographic, 
behavioural) and how this data can be used to meet the needs and wants of different customer 
groups.
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Case Study 3.1
An	example	of	customer	profiles	(Boots)

Boots is part of the Walgreens Boots Alliance. It is a pharmacy chain that trades in 11 countries. 
The company has invested in understanding its customers and as such, tracks their behaviour 
and targets them to build their loyalty and trust in Boots. Using data from its loyalty card, Boots 
has identified three main customer profiles, which it has named ‘Betty’, ‘Tina’ and ‘Charlotte’.

Betty is an older customer, who is concerned about her health. Over 70 per cent of what she 
spends in stores is on healthcare products. Tina is a mother who buys for the family. Toiletries 
account for almost 50 per cent of what she spends. Charlotte is a young customer who loves to 
shop. A third of what she spends is on beauty products alone.

Boots uses this information to develop its customer service and adapt its marketing activities 
for each persona. For example, it launched Healthclub, a service aimed at Betty’s, and Parenting 
Club, a service aimed at Tina’s.

 3.2 Collating, compiling and presenting data

By using market research, a business will collect a variety of data types or information. The terms data and 
information are often used interchangeably. This will include, for example, data on its customer, its goods and/
or services, the number or frequency of sales, its competitors and the market economy.

Once a business has gathered the data, it will display and share its findings. Data can be presented in many 
different ways and so a business will need to consider the audience it is presenting to and what it wants them 
to know. The purpose of data presentation is to summarise the data and present it in a way which is precise and 
gives an accurate view. There are several ways in which data can be summarised and displayed (for example 
using lists and tables to describe it in a structured format, and more visually in diagrams using graphs and charts 
such as line graphs, bar charts and pictograms, and pie charts).

A business may collect information and present it as a list. The list will have a heading to tell you what the 
list is about and sub-headings to split the information into parts. The table below is an example of a list.

List of attendees at the product launch event

Business name Attendees’ names

Redwood Embedded Systems Ryan Chong

Iconic Graphics Ltd Valerie Yanmei

Enigma Digital Recovery Plc Cherry Essam

Ice Digital Security Mostafa Gamal

Tables can be used to present information clearly and efficiently. Good tables should be easy to read and 
understand. Data recorded in tabular form by hand or in a spreadsheet can be redesigned into a graph or chart. 
The table below is an example of data presented in a table.
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The sales of product X

Frequency of purchase Number of customers

Daily 6

Weekly 23

Monthly 46

Quarterly 65

Annually 110

Although presenting information in tables can be very informative, they can lack visual impact. A diagram in 
the form of a chart or graph can help by summarising the key features of the data and representing it as a picture 
which shows the data clearly.

A line graph is often used to show a trend over time. To draw a line graph by hand, points are plotted 
to coincide with the required data points and joined with straight lines using a ruler. Line graphs have two 
reference lines that you measure from to find values, each called an axis. Both the vertical axis and horizontal 
axis must be labelled. The regular divisions on an axis show the scale. The ends of the line graph do not have 
to join these axes. Graphs can be displayed using a number of formats, as illustrated in figures 3.2 and 3.3.

June

45

40

35

30

25

20

15

10

5

0
July

Time

Summer footwear sales

Sa
le

s i
n 

00
0s

Shoes Sandals Trainers

August

Figure 3.2 A simple example of illustrating a graph
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Figure 3.3 A more detailed example of illustrating a graph including the number of sales by month

Charts are a pictorial representation of data. Figures 3.3 and 3.4 show the same information for a company, 
identifying the number of customers that purchase product X on a daily, weekly, monthly, quarterly or annual basis.

In a bar chart the height or length of the bar shows the result. The data can be expressed as numbers, 
percentages or frequencies. A gap is left between each bar as it shows a different category. Bar charts also have 
two reference lines that you measure from to find values, each called an axis. Both the vertical axis and horizontal 
axis must be labelled. The regular divisions on an axis show the scale. The chart can be portrait or landscape, but 
the bars are always of equal width, and the scale always starts at zero. Bar charts are clear and easy to read, and 
therefore easily understood. Bar charts are particularly useful when one or two categories dominate the results.
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Figure 3.4 An example of a portrait bar chart



34 LCCI LEVEL 2 CERTIFICATE IN MARKETING FUNDAMENTALS

Annually

Quarterly

Monthly

Weekly

Daily

0 20 40 60 80 100 120

Number of customers

Purchase of product X
Fr

eq
ue

nc
y 

of
 p

ur
ch

as
e

Figure 3.5 An example of a vertical bar chart

Pictograms are also a type of chart. These are set out in the same way as bar charts but instead of bars they 
use pictures to represent the data. A pictogram must always have a key to identify what each picture represents. 
As pictograms are very eye-catching they are widely used in advertising campaigns. They are not very accurate 
but they are effective in giving general impressions.

Frequency of purchase
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Monthly
46
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65
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110

Figure 3.6 An example of a pictogram
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A pie chart is a simple diagram that uses different-sized sectors of a circle to represent data. To construct 
a pie chart manually, you have to calculate the fraction of the total that the sector represents. This is then 
converted to an angle and the sector is drawn on the chart. A pie chart can represent data expressed as actual 
numbers or percentages but it should not be used where there are a large number of categories or where each 
has a small, fairly equal share, as the chart becomes crowded and unclear. Pie charts are good to use when 
presenting the proportions of a sample and most useful where one or two results dominate the results.
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Figure 3.7 An example of a 2D pie chart
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Figure 3.8 An example of a 3D pie chart



36 LCCI LEVEL 2 CERTIFICATE IN MARKETING FUNDAMENTALS

All diagrams and charts must be clear to the person you are trying to communicate with. They should have an 
informative title and labelled axes (where appropriate). They should be presented large enough for the user to 
read and understand.

Care must be taken to represent data accurately in graphs and charts or they become misleading. Numbers 
should be double-checked to make sure you are communicating the correct information. Using data that contains 
inaccurate information (dirty data) will make the graph or chart inaccurate and therefore not fit for purpose.

When interpreting a graph or a chart you should look carefully at any horizontal or vertical scale that is given 
when reading values (numerical amounts). Always consider each graph or chart separately as they cannot be 
compared unless you are sure that they have the same scales.

Examination Tip
You will need to be able to take given data and prepare an accurate graph or chart. You will need 
to be able to read a table, graph or chart to find values and interpret this data accurately and 
effectively in a given context.

Chapter 3 Summary

What you have learned:

• The purpose of market research including qualitative and quantitative research.

• The main types and sources of primary and secondary research, including the data that can 
be collected, methods of collecting this data and the advantages and disadvantages of each.

• The reasons why businesses conduct market research and what it can help businesses to 
identify.

• Different data types and how to collate, compile present and interpret written and numerical 
data in graphical and chart form.

Activities

3.1 Give two advantages and two disadvantages of primary and secondary research.

Primary research

Advantage 1

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................
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Advantage 2

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

Secondary research

Advantage 1

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

Advantage 2

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

3.2 Suggest four improvements you could make to the questions asked in the questionnaire below to gain 
better information on the use of mobile phones by different age groups.

Use of mobile phones by different age groups

1) Name ………………………………………………

2) Do you have a mobile phone? Yes/No

3) Is it a Smartphone? Yes/No

4) Do you use your phone a lot? Yes/No

5) How often do you visit the cinema?

 a. Once a week

 b. Once a month

 c. Never

6) Do like or hate the following brands?

 a. Sony Yes/No

 b. Apple Yes/No

 c. Samsung Yes/No

1 ............................................................................................................................................................................

...............................................................................................................................................................................
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...............................................................................................................................................................................

2 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

3 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

4 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

Practice	questions

3.1 Which two of these are primary sources of research?

(2)

□ A Government reports

□ B Surveys

□ C Focus groups

□ D Newspaper articles

□ E Journals

3.2 Explain the difference between primary and secondary research.

(2)

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................
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3.3 Figure 1 shows the answers to the question ‘What is your favourite flavour of cake’?

Question responses

Favourite cake flavour

Flavour

ChocolateCarrotVanillaCoffee

80

60

40

20

0N
um

be
r o

f s
tu

de
nt

s

How is this data presented? (1)

□ A Line graph

□ B Bar chart

□ C Table

□ D Pie chart

3.4 What is meant by the term target markets?

(2)

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

3.5 Draw a fully labelled line graph (chart) to show the sales revenue ($) from fruit sales across a chain of 
grocery shops.

(6)

Month Oranges Limes Lemons

May 1500 700 1100

June 1900 900 1700

July 2100 700 2300
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Learning Objectives

4.1 Marketing principles (The marketing mix)
Knowledge and understanding of the elements of the marketing mix 
and the advantages and disadvantages of different strategies within the 
marketing mix.

CHAPTER 4
MARKETING PRINCIPLES



42 LCCI LEVEL 2 CERTIFICATE IN MARKETING FUNDAMENTALS

 4.1 Marketing principle (The marketing mix)

Successful marketing depends on understanding the customers of a business, what they need and how you 
the business can persuade them to purchase from it. Businesses will use market research (as discussed in 
Chapter 3) to build a detailed picture of the target market. A business will also research the market it is in, to 
include competition and trends. Once this is completed, a business can decide what to sell, how it will package 
and present these products, how much to charge for them and how to sell them; whether to take them to the 
customer through online sales, selling direct to the public from a physical location or by supplying to other 
businesses, or a combination of these.

Using its primary and secondary research a business will create a marketing mix. This is a marketing tool 
that combines elements into a strategy to strengthen a product’s brand and to help sell the products. Originally 
the marketing mix consisted of the 4Ps/4Cs but these have been extended in modern marketing to the 7Ps/7Cs 
to account for the marketing of services.

• The 7Ps are a set of actions that a business uses to promote its brand or product in the market. The 7Ps 
are product, price, promotion, place, people, process and physical evidence.

• The 7Cs is a method of understanding the 7Ps from a customer’s point of view, or being customer-
centric. The 7Cs are customer value, cost to the customer, convenience, communication, coordination, 
caring and confirmation.

Product – customer value
Products are the goods and services of the business. Product is often thought of as the most important part of the 
marketing mix as it is the part of the mix that directly meets customer needs. Goods and services must match 
the people they are aimed at and provide customers with value. As customers are the people who will purchase 
the products, it is essential that businesses find ways to cater to their desires and needs. The key to customer 
value is to put the needs of the customer over the product and see things from their point of view.

A business must firstly identify who will be interested in buying their products by using the results of their 
market research. The data obtained through market research will allow them to look more closely at what 
the markets want and then look at the products to see if they are satisfying their customer’s needs. It is also 
important that the product is changed as the market changes to bring it up to date and prevent it from being 
overtaken by competitors.

Product	differentiation	and	branding
Product differentiation means to make products stand out from the competition in terms of quality, price 
or service. This is beneficial because it can make businesses become more competitive. Methods of creating 
product differentiation include the design and appearance of the product and its packaging, the features and 
benefits that the product can offer, and having a unique selling point (USP), for example having something that 
no other product offers. A business will also use branding to identify a product and differentiate it from its 
competition, as well as using it to attract and retain customers. These are used to give the business a competitive 
advantage. (Brand is covered in more detail in Chapter 1.)

Packaging
The packaging of the product is important not only because it keeps goods fresh, safe and protected but also 
because it is an essential part of the branding and marketing for a product. Packaging can also tell the customer 
about the benefits and features of the product. Additionally, more and more customers and consumers are 
looking at packaging used by businesses to see if they are mindful of the environment and as such, packaging 
has become both a reason for concern and an important tool for communicating an eco-friendly brand image 
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to customers. Businesses may use recyclable packaging using materials that can be used again (such as card, 
paper and metal); reusable packaging (such as glass bottles that can be cleaned and reused); or biodegradable 
packaging that breaks down easily in the soil or atmosphere after use.

Case Study 4.1 An	example	of	an	eco-friendly	business	
(Lush	Retail	Ltd)

Lush Retail Ltd is a UK cosmetics company with a reputation for being eco-friendly. To achieve 
this, it ensures:

• all pots and bottles are made from BPA-Free, 100% recycled plastic
• store carrier bags are made with 100% recycled paper and are compostable
• all products for shipment are packed in biodegradable plastic bags, recycled paper and/or 

biodegradable filler and eco-friendly packing tape
• all gifts are wrapped in 100% recycled paper and packaged with biodegradable filler.

Also, by making shampoo in solid bars, Lush has saved over 450,000 liters (118,800 gallons) of 
water each year. In addition, 100% of electricity consumed by the company is replenished into 
the grid with renewable energy from wind and low-impact hydro.

The	product	life	cycle	(PLC)
The product life cycle (PLC) is important when thinking about marketing. It is a process that outlines the stages 
in the life of a product from its creation through to its decline and withdrawal from a market. The life cycle of a 
product can be compared to the states of the biological life cycle. For example, a seed is planted (introduction), 
it begins to sprout (growth); it grows leaves and puts down roots as it becomes an adult (maturity), but after a 
long period as an adult the plant begins to shrink and die (decline).

Case Study 4.2 Examples of products that failed

Microsoft’s Zune
In 2006, Microsoft launched Zune. This was a music player that was intended to take on the iPod 
launched by Apple. Despite releasing several versions, in 2011 Microsoft discontinued selling 
Zune hardware as Zune had failed to perform against the Apple iPod.

3D televisions
3D televisions were introduced in 2010 but did not have the success rate that was expected. 
Customers found the 3D glasses expensive, plus there was an added cost of needing a 3D Blu-
ray disc player. By 2016 most manufacturers had stopped producing 3D televisions completely.

Google Glass
Another example of a product that failed is Google Glass. These smart glasses that incorporated 
a tiny computer screen were launched in 2013 and put on sale to the public in 2014. They were 
expensive to buy and after problems with privacy and usability the product was taken off sale in 
in 2015 as it was a failure with consumers. Google Glass has since been redeveloped for use in 
the workplace.
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After a period of development, a product is introduced or launched into the market (although it is worth 
mentioning that many products fail in the introduction phase) and developed, it attracts more and more 
customers as it grows, eventually the market stabilises and the product becomes mature; then after a period of 
time the product is overtaken by development and introduction of superior products, or competitors may offer a 
better choice, and so sales fall, it goes into decline and is eventually withdrawn. In reality few products follow 
such a rigid cycle, and the length of each stage varies enormously. Not all products go through each stage, as 
some go quickly from introduction to decline.

Time

Launch
Introduction

Growth Maturity Decline

Sa
le

s

Figure 4.1 The stages of the product life cycle

It is not always easy to tell at which stage a product is in in the product life cycle. The decisions made by 
marketers (such as increasing or decreasing the price of level of promotion) can also affect the stage of the life 
cycle the product is in. For example, if an enterprise is launching a new product into a market, the amount spent 
on promotion will be high as the enterprise focuses on building a brand. As the product goes into decline, the 
enterprise may decide to increase promotion to extend the life of a product and regain customers or to reduce 
spending to cut costs and so increase profits. On the other hand, a business can make changes or modifications 
to its current products and create new versions to keep up with changing trends in the market.

Price – cost to the customer
Price is the amount of money paid by customers to purchase a product. From the customer’s point of view, 
the cost is the amount of money customers are willing to pay for the product. This means a business needs 
to consider how much its customers are willing to pay for its products when deciding on a product’s price. 
Businesses think very carefully about the price to charge for their products as there are a number of factors 
that need to be taken into account when reaching a pricing decision. Price depends on the type of market the 
business is targeting and a business can make a profit only if the price charged eventually covers the costs of 
making an item.

Pricing	strategies
There are a number of pricing strategies that a business can choose based on the product itself, the competitive 
environment, the customer demand and other products on offer from the business and/or its competitors.
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• Penetration pricing – This is where the product’s price is set significantly lower than a competitor’s 
price. This pricing strategy is used where the objective is to enter or capture a larger share of the market 
but the business may have low profits or even a loss in the short run. The price is usually raised later. This 
strategy is often used when a new product is launched or if the main objective of the business is growth.

• Price skimming – This is where a high price is set for a product before competitors come into the 
market. If a new product is likely to generate a high volume of sales (for example because it is new) 
a high price is charged in order to maximise profits. The price will be reduced when the initial high 
demand has gone down. This is often used to quickly regain the investment related to its development 
and marketing, and is used by well-known businesses launching new, high quality, premium products.

• Competitor-based pricing – This is where a price is set based on what the competition is charging. 
Where the amount of competition in the market is strong, customers have a wide choice of suppliers to 
buy from. As such, businesses must set their prices close to the prices of competitors (sometimes called 
‘going rate’ pricing) in order to stay competitive. Setting a price above that which is charged by the 
market leader can only work if the product has, for example, better features and appearance.

• Cost-plus pricing – This is the simplest pricing strategy and is aimed at ensuring the business covers its 
costs and makes an acceptable profit. The total cost of producing one unit of the product is calculated 
and the required profit margin is added. This gives the selling price. For example, adding a 50% mark-
up to a sandwich that costs $2 to make, means setting the price at $3. The drawback of cost-plus pricing 
is that it may not be competitive.

• Premium pricing – This is where the price of a product is set at a high price for certain goods or brands 
in the hope that the higher price will give the impression the product is of a higher quality. For example, 
Apple products (such as iPhones) are generally more expensive than similar competitors’ products and 
brewer Stella Artois refers to its lager as being ‘reassuringly expensive’.

• Psychological pricing – This is where the pricing is decided based on what looks more attractive to 
customers in the market. For example, it can be set slightly lower than the nearest rounded number or 
in whole numbers in order to entice people to buy. For example, $5.99 looks more attractive than $6.00 
even though the customer is only saving a single cent. Research shows that customers are especially 
attracted to prices with the number 9 in them, which is why prices often finish with 99.

Businesses that sell a range of products usually aim for consistency in pricing. This means that customers 
feel there is value across the whole range of products the business sells. For example, restaurants often apply 
similar pricing strategies across their menus. Some businesses however, for example supermarkets, position 
different products as up-market or down-market and so will often offer a more expensive finest range and a 
cheaper smart price range.

Place – convenience to buy
Place is the location where products are made available to the customer and how the product is distributed to 
the customer. It is the way that products are moved from the manufacturer/service provider to the consumer. It 
is important that customers can find and buy products at their convenience. As such, there are factors that need 
to be considered when a business chooses a location, which may be physical, online or both.

Place can be critical as it must reflect the needs and types of customers and their shopping preferences (for 
example for short travel journeys, easy access, parking and so on). Another consideration for location will be 
the types of product sold by the business. For example, a large supermarket or a do-it-yourself store may need 
to be located out-of-town if it is to have a large customer car park where customers can take their purchases 
direct to their cars.

A business will need to decide whether the cost of a physical location is worth it, as prime spots on the 
high street can be very expensive but being out-of-town may mean less passing trade. Businesses will often 
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compete with other businesses on physical location. A business wants to be as close to as many customers as 
possible and, since every business wants the same thing, they will compete with one another. This eventually 
causes similar businesses to end up in a cluster focused in a specific area and can often be seen with fast food 
chains in the high street or in shopping centres.

A business may decide on a physical location (such as the high street) but many goods and services are now 
increasingly being sold online as it has a huge geographical reach. Trading online can be less costly than a 
physical location and as a result, the business will make savings in operational costs as there is no need to rent 
expensive premises. Trading online also increases sales opportunities because the business can reach a global 
audience. It is more convenient for customers who can place orders 24 hours a day/seven days a week and 
allows business to compete.

Today, many retailers have both physical stores and online locations. There are many advantages to this, for 
example:

• Customers can see goods in person to assess quality, fit (such as with clothing), get advice from 
knowledgeable staff and enjoy the shopping experience.

• Customers may feel safer buying online from businesses with physical stores they have visited 
personally.

• Orders can be picked up at the store or delivered to customers’ homes according to their preference and 
schedule.

• Orders can be placed from mobile devices and desktop computers.
• Customers can bring returns back to a store, reducing the business’ shipping costs.
• Stores can use their existing distribution networks to deliver to online shoppers.

Promotion – communication
Promotion is the way in which existing and potential customers are informed about the products of a business. 
Communication also involves trying to understand how the initial message from the business is received by the 
audience. A successful communication is a communication that reaches out to the audience through one-way 
promotion but also listens to customer feedback and tips on how to improve the product.

The main objectives of promotion are to communicate with prospective customers and inform them of 
both the product and the business, show them the benefits of the product, persuade them to buy the product 
and present a good image of the business. Other objectives of promotion may be to increase market share in 
a current market or to enter a new market. The success of a promotional campaign will be measured against 
these objectives.

Businesses will use several promotional methods to communicate with the public, raise awareness and 
inform customers about a product, and build a positive reputation or even repair a negative public image. 
Promotional methods can include advertising, direct marketing, public relations (PR), sponsorship, special 
deals (such as coupons and discounts) and loyalty programmes. These are covered in more detail in the table 
below.

Method Example

ADVERTISING METHODS • Broadcast media such as television and radio
• Print media such as newspapers, magazines, brochures 

and catalogues
• Billboards (both standard and digital)
• Guerrilla marketing (using a series of creative and strategic 

techniques to build and maintain public awareness)
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Method Example

DIRECT MARKETING • Direct mail
• Telephone marketing (telemarketing)
• Digital methods such as websites, email marketing, and 

SMS or text messaging

PUBLIC RELATIONS (PR) 
ACTIVITIES

• Press releases
• Newsletters

SPONSORSHIP A sponsor supports a business or person in return for 
promoting its services or products. For example:
• direct advertisements (for example a commercial for a 

sportswear business with a famous athlete that wears that 
company’s sports shoes when they play)

• providing clothing with the business logo to a local charity 
or school sport team.

SPECIAL DEALS, COUPONS AND 
DISCOUNTS

This is usually used in sales promotions that focus on a 
specific window of time. For example:
• buy one get one free
• early bird meals in restaurants
• money-off coupons
• end of season sales.

LOYALTY PROGRAMMES • Points based on purchases
• Tier based (for example, gold, silver bronze based on 

points or paying a membership fee)

Trade shows, exhibitions, events and presentations are also used by some businesses to showcase and 
demonstrate their latest goods and services.

A business will also want to a build a good reputation through word of mouth. This may be customers talking 
to each other and to their family and friends or digitally through social media platforms. People may be more 
likely to trust word of mouth promotion as the person is giving personal recommendations about the reasons 
why they like a business and its products. However, it can be difficult to know when online recommendations 
are genuine or if customers have been paid.

Process – coordination
The customer experience starts from the moment a customer discovers a business and lasts through to purchase 
and beyond. That means the process of delivering the product and the behaviour and efficiency of the staff 
who deliver it, are vital to customer satisfaction. To keep customers happy, a business needs their booking 
and transactions processes to be easy, to have a user-friendly internet experience, short waiting times, 
provide good information flow to customers and have helpful staff. As more and more people use technology, 
businesses must take into account operational considerations and make sure that their websites are fast 
enough and available on the right devices (such a mobile phones and tablets). An example of a poor process is 
when customers are trying to reach a business by phone but are left on hold. These customers may give up, go 
elsewhere and tell their friends to go elsewhere, causing a loss in revenue for the business.

Direct and indirect processes
Processes include direct processes and indirect processes. Direct processes add value as the consumer 
experiences the service. It is where the customer interacts with the business directly. Many processes are 
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supported by indirect processes, often known as ‘back office activities’, which supports the service before, 
during and after it has been experienced. The table below includes examples of direct and indirect processes.

Process Activity

Direct processes add value at the customer 
interface

• Customer service
• Interactive websites
• Electronic point of sale (EPOS) systems

Indirect processes support the service • Back-office systems
• Managing and training staff
• Manufacturing goods
• Managing quality

People – caring
Everyone from a business who interacts with customers will make an impression and so the people within 
a business are very important. Many customers cannot separate the product from the service they received, 
so the member of staff who provides the service on behalf of the business will have a positive or negative 
effect on customer satisfaction. In essence, the reputation of a brand rests in the hands of staff. If they are not 
selected to be well-suited to the role, empowered, motivated, trained and developed appropriately, and do not 
have the right attitude, the reputation of the business could be damaged. For example, a retailer having poor 
sales assistants may result in dissatisfied customers, which could lead to a reduction in sales as customers 
have the option of purchasing from its competitors. Listening to and acting on customer feedback, caring 
about customers by giving excellent sales support and advice adds value and can give a business a competitive 
edge. Staff should therefore be well suited and well trained. This includes being efficient, having good product 
knowledge and being willing to assist customers.

Physical environment/evidence – confirmation
The physical evidence of a business should give a good impression and be in line with the expectations of 
the customer. This may be the physical environment of a business such as a clean, tidy and well-decorated 
reception area, uniformed staff, clear signage and displays or clean company vehicles. If the physical or digital 
premises are poor, the customer is likely to think the product is poor. For example, a customer at a bank would 
expect a professional and formal setting, and customers of a high-quality restaurant with excellent food, a 
strong positive brand image and high prices would expect the restaurant premises to be high quality also. A 
window cleaner turning up in a dirty van without a ladder and with an old rag to clean the windows will be seen 
in a very different way from someone who starts the job in some smart, clean overalls and the right tools. Poor 
use of language in digital communications from a business or an unprofessional web landing page can harm the 
reputation of a business. Tangible products are also used to complement and reinforce services (for example 
gifts, souvenirs and mementos such as pens with the business name).

All of the elements of a business’s marketing mix must be consistent. For example, if a business has 
premium prices but the product is of a low quality a customer will become confused and their trust and 
reliability in the brand will be undermined. Customers may therefore decide to shop elsewhere. The price must 
also match the quality of the product and the promotional message must reinforce this. In addition, the product 
should be available in the right place (for example, if a business is selling high quality, high priced items, an 
exclusive store or specialist online retailer will be more appropriate that the local supermarket).
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Examination Tip
You need to be able to understand the 7Ps and 7Cs of the marketing mix, how they could be 
applied to different businesses and how the elements of the marketing mix work together. 
You also need to understand the advantages and disadvantages of a business using different 
strategies within the marketing mix.

Chapter 4 Summary

What you have learned:

• How and why the marketing mix (7Ps and 7Cs) is used and the interrelationship between 
each of the elements.

• The 7Ps of the marketing mix are product, price, promotion, place, people, process and 
physical evidence.

• The 7Cs of the marketing mix are customer value, cost to the customer, convenience, 
communication, coordination, caring and confirmation.

• The stages of the product life cycle (PLC).

• The different promotional methods and placement options available to businesses.

• How to deliver effective services to customers (through people, indirect and direct 
processes) and how to compliment services through the physical environment and evidence 
(tangible products).

Activities

4.1 Create a USP for a business of your choice by filling in the document below.

 1) Type of customer

 2) Type of product(s)

 3) Name of business

 4) Type of supplier

 5) Pricing strategy

 6) Delivery method

 7) Type of supplier

 8) Name of business

 9) Description of place

10) Type of customer
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For (1)_____________________________________who need (2)__________________________ _______________________
________________________________________________________

(3)______________________________is the only (4)____________________________________

_________________________________that provides (5)_________________________________

_______________________________________________________________________________

delivered (6)__________________________________________________________________. 
Unlike other (7)_____________________________, (8)_________________________________

is the only business in (9)____________________________________that caters specifically for  
(10)_________________________________________.

4.2 Think of a variety of products at different stages of the product life cycle (PLC).

Complete the chart by placing products in the appropriate column.

The first row has been completed for you as an example.

Introduction Growth Maturity Decline

Example: Holographic 
projection technology

Example: Curved TVs Example: Flat screen 
TVs

Example: Analogue TVs

Practice	questions

4.1 Give one method of broadcast advertising.

(1)

...............................................................................................................................................................................

4.2 Give one method of print advertising.

(1)

...............................................................................................................................................................................

4.3 A local band sells t-shirts with a logo displaying the band’s name.

Explain two other ways that the band can build its brand

(4)

1 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................
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2 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

4.4 Give two benefits to a business of having a brand.

(2)

1 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

2 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................





Learning Objectives

5.1 Marketing communication process
Knowledge and understanding of the marketing communication process 
and the impact of this on a business.

5.2 Digital marketing
Knowledge and understanding of types of digital marketing, the reasons 
for their use and the advantages and disadvantages of using each.

5.3 Database marketing
Knowledge, understanding and application of database marketing and 
the impact on the business of using databases.

5.4 Marketing collateral
Knowledge and understanding of marketing collateral and creation and 
proofreading of marketing copy and collateral.

5.5 Reasons for choosing different types of marketing 
communications
Understanding the reasons businesses may choose different types of 
marketing communications.

CHAPTER 5
MARKETING 
COMMUNICATIONS
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 5.1 Marketing communication process

A basic part of marketing is effective communication with consumers. This is done through a number of steps 
and is called the ‘marketing communication process’.

Identify the target audience

Determine the objectives of the communication

Choose appropriate communication methods

Design message content, structure and format

Collect feedback from the target audience

1

2

3

4

5

Figure 5.1 A diagram to show the steps in the marketing communication process

To begin, the business needs to identify the target audience of the communication. To do this, the business 
will use data from its market research to choose the target audience who are the ideal customers that it wants 
to attract to buy its products through its marketing efforts. This may be existing or potential customers. The 
more a business knows about its target audience, the more effective the communication will be. Next the 
business will determine the marketing objectives of the communication. An example of an objective could be 
to increase the sales of a product. Setting SMART marketing objectives is covered in more detail in Chapter 2. 
The business will need to choose appropriate communication methods (covered further in section 5.5) for 
its target audience (such as advertising on television, on billboards or sponsoring events) before designing 
the content, structure and format of the message and creating appropriate marketing materials to reach 
its desired audience (marketing collateral is covered later in section 5.4). The last step of the marketing 
communication process is collecting feedback from the target audience on the success of its communications. 
The success of the marketing communications process can be measured through its impact on a business, for 
example by an increase in sales, in social media shares or in the number of emails opened. This information 
impacts on a business as it can help a marketer to improve its communication. It is important to get the 
marketing communication process right as not doing so will impact negatively on a business through costs 
that are not able to be recovered through sales or increased brand awareness. On the other hand, getting the 
marketing communication process right can have a positive impact as it can help to achieve both its marketing 
and business objectives.
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Examination Tip
You will need to be able to understand the various steps of the marketing communication 
process from identifying the target audience through to designing the communication and 
collecting feedback. You will also be required to understand the impact of this process on 
different businesses.

 5.2 Digital marketing

Retaining current customers and attracting new customers is important to a business if it is to survive and 
grow. More and more consumers have access to mobile technologies, devices and applications (apps) through 
smartphones and smartwatches, laptops, tablets and netbook computers, desktop computers, gaming devices 
and smart TVs. As a result, the number of users accessing and using the internet, demanding information and 
using technology enabled services, continues to grow. With the growth of these new technologies, marketing 
approaches have changed with many businesses now using digital marketing. There are many types of digital 
channels that advertisers can use to reach consumers when placing and selling their products.

Types of digital marketing

Online/website	advertising	and	mobile	marketing
Building a website can be an advantage for a business as it allows the business to reach a wider audience 
whilst keeping the content under its control. A website will not cost the business a great deal of money to run 
but it will allow details about the business and its products to be accessed by anyone at any time. A consumer 
can see the products on sale, prices and where and how they can buy these products. The visitors to the website 
are referred to as ‘traffic’ which is measured in visits. Another advantage of online and website advertising, 
mobile marketing (to include text messaging (SMS)), multimedia messaging (MMS) and applications (apps) 
is that these are under the direct control of the business. One disadvantage of online advertising is the need to 
keep the content continually updated. Unless the content is up-to-date and relevant, the business could lose 
traffic. Also, as more people use mobile phones to browse the internet, ensuring that the website is mobile 
friendly is important or consumers may go elsewhere.

Search engine marketing (SEM) and search engine optimisation (SEO)
Most consumers will use a search engine to find what they are looking for on the internet. Search engines can 
crawl a multitude of websites, indexing key words and phrases to produce a relevant match to the words used 
in a search. Businesses therefore need a search engine marketing (SEM) strategy to be sure that their sites 
are listed in search results. Search engine optimisation (SEO) is one way of increasing a website’s visibility 
and ranking on search engine results pages and also generates free traffic. This is important to a business as 
it will want consumers and customers to be able to find it. For example, if a business sells tablet computers 
in Oldtown, it would use SEO to try and make the business appear as one of the top search results when a 
consumer searches for ‘Tablet computers in Oldtown’. SEO helps create websites that are more search-engine 
friendly and that deliver a better user experience. This can help to increase visitors to the site. One disadvantage 
of SEO is that it can take a long time to have any effect on sales as customers may visit the site but may not 
buy at that time.
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Pay-per-click	(PPC)	and	social	media	marketing	(SMM)
Pay-per-click (PPC) is a way of generating website traffic but it costs the business money. When businesses 
create advertisements they will then bid on specific search phrases at auction. The highest bidder typically 
earns the most prominent place. This means that the PPC advertisements will appear above and below or to the 
side of the free search results. This is a cost to the business and, in addition, the business pays a small fee every 
time an online user clicks on that advertisement. This means that costs can quickly add up. Another problem 
may be that consumers do not tend to click on sponsored links. On the other hand, PPC is good for seasonal 
marketing campaigns and has the advantage of generating immediate traffic to the business’s website.

Advertising though social media networks is called social media marketing (SMM). This allows a business 
to reach large groups of people and gain ‘followers’ with the content it creates. It allows a business to effectively 
target an audience with its advertisements. It is a cost-effective tool as a business can pin images and post 
comments on social media sites without incurring a cost. A disadvantage of SMM is that it takes time for the 
business to actively participate and interact with its audience. Additionally, as people can post their views, there 
is a risk that as well as positive comments there will also be negative ones. This can damage the reputation of 
the brand if not responded to in the correct way, and it is difficult for a business to quash negative comments 
completely.

Blogs and vlogs
A blog or a vlog (videoblog) is an online journal or informational website where bloggers share their views 
on a specific subject. Like website content, business blogs are owned by the business but are updated more 
frequently. Blogs have become a mainstream way to give information to customers. Visitors can also comment 
and interact with the blogger. Businesses may use blogs to keep their customers up-to-date, for example 
discussing the latest product launch. The more people that visit a blog, the more exposure the business gets. 
A disadvantage of blogging is the time it takes to create well thought-out and well-written (or well-filmed) 
content and publish it online. It is also important for a business to blog/vlog on a regular basis to keep people 
interested and returning to the website. Many blogs and reviews will also come from individuals outside the 
business, and businesses will try to earn favourable coverage from these.

Email	marketing/e-blasts
Email marketing is a fast and inexpensive way of communicating in a targeted way with customers. An 
e-blast uses a list of potential customers that may be interested in a business and/or its products and sends mass 
emails out to the target audience. Emails may contain, for example, content such as a personalised newsletter 
and animated GIFs (short moving images) to increase sales. A business can track the emails sent to see who 
has opened them, which ones were undelivered (‘bounced’) and who used a link in the email to click through 
to the website. Email marketing also has its disadvantages, as a business will need to compile an email list and 
ask customers to subscribe, which is time consuming. Customers may also be wary of subscribing as they are 
afraid they may be bombarded with junk mail or ‘spam’. There are also laws in place to prevent businesses 
sending unsolicited marketing emails to individual customers (database marketing is covered later in section 
5.3). In addition, email marketing is often considered as junk mail or ‘spam’ and this can give a business a bad 
reputation. Customers may also have concerns about opening an email thinking it may contain a virus in an 
attachment or is trying to gather sensitive personal information by getting the person to visit a fake website 
(phishing). Additionally, there is no guarantee that the email will reach the intended recipient, as the email may 
be sent automatically to a spam folder and so they may never see it.

Webinars
Webinars, also called ‘webcasts’ or ‘web seminars’, are held over the internet. A business may use a webinar 
to deliver marketing content, make a presentation, give a demonstration or hold a discussion about a product. 
There is no limit to the number of people who can attend as it is held online. Most webinars combine audio and 
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visual content and are live events. There is often some interactivity between the presenter and the audience. 
This makes them engaging for the audience, as well as being informative and easy to access. A problem with 
webinars is the requirement for all participants to have an adequate internet speed or there will be a ‘lag’. There 
is also an issue with webinars not always working on different internet browsers or operating systems.

Videos and podcasts
Videos can be used in marketing to showcase a product, showing how it works or putting products through 
tests. ‘How to’ videos can show people something new or build a better understanding of how products can be 
used. These can be cost-effective to produce as they can be created using basic video production equipment 
or even a smartphone. Videos can be pre-recorded or streamed live, which allows people to comment or ask 
questions. Videos can also be animated which allows the business to use strong graphics to explain a concept. 
With the growth in popularity of augmented reality, a business can add digital layers, for example a person 
looking at their bedroom could see how a bed from that business would look in the space. A disadvantage is 
that scripting a video takes time. A business will want the audience to watch the video through to the end and 
not lose interest part-way through and so the video must be kept short, interesting and to the point. The video 
also needs to have sufficient visual and sound quality which may mean the business investing in audio as well 
as video equipment, plus lighting. Before a video can be published online, it will also need to be edited and this 
process will also take time. Podcasts have audio content that a customer can listen to on any portable media 
player. This makes them very accessible to consumers. They are also less time-consuming to create than a 
video or a written article.

Infographics
Infographics combine text, charts and graphics. Many businesses use infographics as a visual way to reach their 
audience. An infographic is good as it takes a great deal of information and translates this into graphics with 
a small amount of words. This makes them easy to understand and much quicker to read. Once a business has 
created an infographic to market a product, it will publish it on its website and then share it on social media 
sites. Infographics are often republished on blogs that cover similar topics. As infographics contain a source 
link, anyone clicking on the link will be automatically redirected to the business’s website, which in turn 
raises awareness of the business itself. Additionally, infographics can create brand awareness if they are shared 
frequently. A disadvantage of infographics is the time it takes to create them. There is also a risk of including 
too much information, making them hard to read and understand.

There are number of reasons why a business will choose to market digitally. A business can use software 
to automate marketing processes such as triggering emails/e-blasts and social media posts. Algorithms can 
be used to personalise advertising and add dynamic content such as different text, video, advertisements or 
layout and colour schemes based on user profiles. Businesses can also gather purchasing data from marketing 
digitally.

Many businesses will use digital marketing because it takes place in real time, is fast-paced, inexpensive 
and has lower costs when compared to other channels such as television, newspapers, and magazines. It is 
geographically independent, which means that the marketing of a product can be done from anywhere and the 
business can reach consumers from anywhere across the globe with a Wi-Fi connection. This is an advantage 
as it is predicted that over half of the world’s population will be online by 2030. It allows consumers and 
businesses to connect with each other and is available 24/7.

The disadvantages of marketing digitally are that it is dependent on internet access and there are still places 
globally where the internet is not available or the connection is poor or restricted. As a marketer, it is important 
to note that there are consumers who have little or no interest in using the internet and so would not be reached 
by digital marking. There is also a great deal of competition and so a consumer searching for a business online 
will also see its competitors. Additionally, there is the issue of negative feedback from consumers; as more 
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people use social media sites and blogs, there is a risk that negative posts or comments made can ruin the online 
reputation of a business.

Case Study 5.1 Lexus	embraces	digital	marketing

Lexus is the luxury vehicle division of Japanese car maker Toyota.

In 2014, Lexus created an augmented reality app allowing people to create their own virtual Lexus 
car. The app turns drawings into virtual computer-generated images. Users who downloaded 
the app print out a template and colour it in as they want it. They then open the app, point it 
at the drawing and the car is created on-screen. The 2D image becomes a driveable 3D car in a 
game style.

Lexus then rolled out a series of video advertisements aimed at getting the attention of 25-34 
year-old males for its F-series cars. A visitor to MSN online was shown a video of someone sky-
diving. The next time they visited MSN they were shown part two, the sky diver was now cliff 
jumping. The third visit showed the same sky-diving cliff-jumper driving off-road in a Lexus.

In 2017, Lexus used booths at sports stadiums that allowed people to project a holographic 
version of themselves onto a dark screen next to the Lexus LC, the brand’s luxury sports car. 
These people could then customise the vehicle, adding specialised door, wheel and roof options 
and the colour of their choice. This could then be shared on social media.

Examination Tip
You will need to be able to understand the different types of digital marketing, how and why 
different businesses may use them, and the advantages and disadvantages of using each type 
to in a given context.

	 5.3	 Database	marketing

Database marketing is a form of direct marketing used by a business. It uses customer information to build 
lists of people to target, for example for a marketing campaign or a marketing communication. These databases 
compile lists that include customers’ names and addresses, phone numbers, emails, purchase histories, 
information requests and financial information.

Information for these databases might be obtained through several sources. For example, customer purchase 
history or data gained from loyalty cards and store cards, subscriptions and newsletters, contest entry 
forms, surveys, order forms, product warranty cards, credit applications and application forms.

Database marketing uses targeted customer lists. This helps a business to target its messages and send them 
to the most relevant customers. This is far more cost effective than sending the same message to all customers, 
as a business can waste time sending marketing communications to people who are not interested in the product 
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and so are unlikely to respond to it. Customers are also likely to engage more with businesses that send 
marketing communications that meet their needs and interests.

Marketers can use database marketing to collect and store data that tracks customer buying behaviour, as 
well as their feedback and product reviews. Database marketing can provide them with the information to 
adapt their marketing messages appropriately in the future. A business may gain this information through 
‘cookies’ (a type of message used to identify users) and website tracking. A business can use this information 
to customise the online experience of a customer by changing website pages to show products suited to them. 
A business can also use database marketing to find out who the most loyal and profitable customers are, set up 
loyalty programmes, and send these customers a reward to keep their business and encourage loyalty (this is 
covered in more detail under segmentation in Chapter 3).

A business must be aware of how data protection laws affect database marketing. An example of this is the 
General Data Protection Regulation (GPDR) that came into force in Europe in 2018. This impacts on how 
businesses anywhere in the world handle the personal data of EU citizens. It dictates how a business collects, 
stores and uses this customer data, including gaining customer consent for marketing.

Examination Tip
You will need to be able to understand what is meant by database marketing, how and why 
a business might use it, the different ways in which a business can obtain data, the different 
types of customer information stored in databases and the impact of database marketing on 
the business.

 5.4 Marketing collateral

Creating content, copywriting and proofreading
As discussed in Chapter 1, copywriting is writing text (known as copy) for advertising or other forms of 
marketing. Copy-written content aims to increase brand awareness and ultimately persuade a person or group 
to act. Good copywriting can persuade the reader to buy a product, subscribe to emails or to stay updated with 
news from the business. All copy-written content must be proofread. This means it is checked for errors and 
omissions. Proofreading of written material is the final step that must be taken before any document can be 
considered complete. To proofread a document, it should be read slowly and carefully. The proof-reader will 
check for accuracy by looking for errors in spelling, grammar, punctuation and spacing, and check that all 
words are being used correctly. The final copy must be well-written, precise and easy to read. The proof-reader 
would also consult the business style guide to ensure that the copy is written in the correct style.

Marketing collateral
Marketing collateral is the name for the collection of printed or digital media being used to support the sales of 
a good or a service as part of a marketing strategy. Examples of copy-written content includes stationery (such 
as business cards, letterheads and envelopes); brochures, flyers, price lists and catalogues, advertisements 
and product descriptions. Copywriting is also used to attract readers using websites and blogs, articles and 
infographics. It is often used to persuade people to think a certain way about a brand and/or product.
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Effective	collateral
Effective collateral is important as it sells the goods and/or experience. It is distinctive and is created and used 
to market to a target audience. It provides relevant information that is easy to understand. Effective collateral 
is visually appealing and the colour and images used are appropriate to the product, therefore enhancing the 
brand. It is important that all marketing collateral is correct and current. A business will regularly update 
marketing collateral to keep it current and prevent it from becoming out-of-date.

Reasons	for	updating	marketing	collateral
In line with its market research, businesses will also update collateral to ensure it can respond to a competitor’s 
marketing. It will also be updated to respond to events and opportunities. If marketing collateral is found 
to have inaccurate information or spelling mistakes, this can damage the image of the brand in the eyes of 
the customer and so it is important these mistakes and inaccuracies are removed. Collateral also needs to be 
updated to reflect the availability of products (for example when there are not many products left to buy or 
when a product is newly launched/retired).

Key	features	of	effective	layout
The layout of copy is very important. A complicated layout may complicate the marketing message, be 
misunderstood, confuse the reader and hinder the flow of the marketing message. The key features of effective 
layout are simplicity and consistency to include the brand logo and fonts which should be clear, easy to read 
and consistent in size. Copy must use clear titles and headings that inform the reader of the purpose of the 
article or leaflet, for example. Supporting images and graphics should be appropriate to the copy, and the 
copywriter will need to appreciate that the business may use greyscale or colour. Copy must also always have 
a logical flow. A reader will naturally start reading at the top, with the headline, followed by the subtitle. They 
will then look at the body of the text. Without a logical flow, a reader will not know where to start reading and 
the copy becomes ineffective.

Examination Tip
You will need to be able to understand what is meant by marketing collateral, how to produce 
effective collateral, why collateral should be updated and the key features of effective layouts. 
You should also be able to create and proofread marketing copy and collateral in a given context.

	 5.5	 Reasons	for	choosing	different	types	of	marketing	
communications

In order to select the best methods of marketing communications for a business to use, it will need to know the 
potential of each method to reach the desired target audience. A business will use its market research to 
find out what types of media its target market uses, how often they make purchases, as well as the characteristics 
of this segment (for example age and gender). If marketing communications are to have an impact, they must 
be delivered to the right people using the right method. Different customers may prefer different types of 
media. For example, a young customer may prefer mobile phone messaging, online marketing and social media, 
whereas an elderly customer may prefer to receive marketing communications through the post. A business 
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may also choose to use a number of methods so it can reach a larger audience (for example a radio show that 
broadcasts at a certain time may also be available as a podcast to allow people to listen wherever and whenever 
they want).

Speed can also be a factor. Although advertising on social media is immediate and the marketing message 
can reach its desired audience quickly, this is not the case for all media. A business may want to advertise on 
television around popular sporting events or programmes but, unless the business has planned in advance, these 
advertising spots may have sold out. Advertisements in magazines, for example, also need careful planning 
in advance as an advertisement placed one month may not appear in public until months later. For many 
businesses there will be a budget available to market a product. This will therefore determine what can be spent 
on marketing communications, and its affordability and cost effectiveness will become important issues. A 
business may therefore have to weigh up the cost of advertising against the effect it could have on sales.

For example, a business may look at advertising on TV. There are several things that will determine the 
cost of an advert, including target audience, seasonality, where the advert is being broadcast, length of the 
advert, transmission time and programming. Not all TV advertising costs the same and a business may be able 
to secure a deal that gives them a great deal of exposure for a reasonable price. A business will need to decide 
whether they have enough budget to use TV advertising, enough time to secure an appropriate advertising slot 
on the desired channel and, if used, will they see a return on this investment.

On the other hand, it may decide on print media. If the business chooses the right newspaper or magazine, 
the advert could reach the target audience but placing an advertisement in print media requires a lot of planning 
and time. Also, the advertisement might get lost among other advertisements and so not have the desired 
impact. In addition, the lifespan of newspaper and magazines is very short as people usually throw them away 
after reading them and so the impact of the advert is short-lived. If the business is targeting a global audience, 
then it may decide to use the internet as this has a much wider reach as consumers can get access to the internet 
from anywhere.

Some types of marketing communications are more versatile than others, which means that they can be 
used in several ways to benefit the business. For example, a business may decide to print its envelopes with 
the logo of the business. The branded envelopes can then be used for a number of purposes (such as sending 
out leaflets, letters or flyers) with the advantage of promoting the business every time the envelope is used and 
posted to customers. Posters are a method of communication that can show versatility. They are used by many 
businesses as they can be produced in bright, bold colours to attract attention and promote the business in a 
variety of places (for example on trains, tubes, sides of buildings, in shops, bars, sports arenas etc.) This means 
that they can raise awareness of a brand and can also be used to give detailed information if appropriate.

Examination Tip
You will need to be able to understand why different businesses may choose different types of 
marketing communications, including impact, cost effectiveness, affordability, speed, versatility 
and the potential to reach the target audience desired. In the examination you may be asked to 
apply this knowledge in given contexts/scenarios.
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Activities

5.1 Below is a table showing how content is created and owned. Using the digital media types below, put the 
correct type under the correct heading in the table.
• social media shares by followers
• email marketing
• business website
• business sponsored links
• pay-per-click (PPC) ads
• blogs by third parties

Content and adverts that are paid for by the business to increase website traffic

1

2

Content created and owned by the business

1

2

Chapter 5 Summary

What you have learned:

• The marketing communication process and the impact of this on a business.

• Types of digital marketing, the reasons for their use and the advantages and disadvantages 
of each.

• The application of database marketing and the impact database usage has on a business.

• Creating content, copywriting and proofreading of marketing copy and collateral.

• The types of marketing collateral, what makes it effective, why it should be updated and the 
key features of effective layout.

• The different reasons businesses may choose different types of marketing communications.
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Content created by someone else

1

2

5.2 Proofread the following paragraph and circle the six mistakes in the text.

Layout of Copy is very important if it is to attract and engage readers as a complicated layout may 
complicate thee marketing message, be misunderstood, confuse the reader aNd hinder the flow 
of the marketing message. the key features of effective layout are simplicity. and consistency to 
include the brand logo, and fonts which should be clear and easy to read, and consistent in size.

Practice	questions

5.1 Which two of these are examples of digital marketing?

(2)

□ A Blogging

□ B Proofreading

□ C Exhibitions

□ D Telemarketing

□ E Infographics

5.2 Explain one advantage of social media marketing (SMM).

(2)

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................
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5.3 You have been asked to proofread the copy below for a blog produced by Ludberry Food Festival to 
celebrate its 10th anniversary. Using the information in the bullet points, proofread the copy for the 
business.
• There are seven errors in the text.
• You should circle the errors.
• The first one has been done for you.

(6)

The l udberry Food Festival began 20 years ago too bring attention to the number of good 
food producers in the area. since that time it has had up to 15,000 visitors each year and is still 
considered one of the best. The Food Festival gives visit ors a chance to mmet the food producers 
who share their knowledge either at their food stalls or through the many demonstrations and talks 
around town.



Learning Objectives

6.1 Legal and ethical issues in marketing
Understanding of relevant legislation, regulations, codes of practice and 
ethical issues that apply to marketing.

CHAPTER 6
LEGAL AND ETHICAL 
ISSUES IN MARKETING
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 6.1 Legal and ethical issues in marketing

There are a number of legal issues that have to be considered by businesses when marketing as they can impact 
on marketing activities. Businesses must know what is lawful and what is not. Businesses must be sure to follow 
legislation, regulations and codes of practice when marketing and advertising their goods as an advertisement 
can be banned if it breaks the law or may have to be changed or replaced if consumers complain, for example.

Ethics refers to the moral rights and wrongs of any decision a business makes. Ethical issues arise as a result 
of conflict or lack of agreement on certain issues. Although unethical and controversial practices may be used 
to increase demand and sales, they can lead to a loss of customer confidence and a decrease in brand image 
and reputation.

Advertising
An advertisement is a message that promotes a good or a service, or gives information to the public. 
Advertisements may take many forms (for example signs in shops, press advertisements in newspapers or 
magazines, or television and radio advertisements). Advertisements can also be transmitted directly to the 
customer by mail, email or text message. Advertisements are usually made to encourage customers to buy 
goods or services. When advertising, there are regulations that restrict what an advertiser can and cannot do. 
Advertising regulations state that a business must not:

• be dishonest or misleading, or give inaccurate descriptions of goods and services
• be harmful or offensive
• make unverifiable claims
• damage reputation through libel or slander (defamation).

Inaccurate descriptions, dishonesty or misleading information
Businesses should not give customers inaccurate descriptions of goods or services, be dishonest or misleading 
in the information it provides. For example, if a business advertises a product at $50 without stating that the 
price does not include sales tax, or says that a product weighs 1kg when it weighs 900g, then the advert is 
inaccurate and misleading to customers.

Harmful	or	offensive
All adverts should be prepared with a sense of responsibility to consumers and society. They must not cause 
serious or widespread harm or use methods that are likely to encourage socially irresponsible behaviour (for 
example, encouraging unhealthy diets or lifestyle; encouraging motorists to drive at high speeds or dangerously 
or encouraging excessive drinking). Businesses must take care if the adverts are addressed to or include children 
or young people. These adverts should not contain anything that is likely to result in a child’s physical, mental 
or moral harm and they should not exploit a child’s loyalty, vulnerability, innocence or lack of experience.

Unverified	claims
If a business makes a claim about a product, it must be able to prove what it says. For example, if a business 
states that the product is ‘scientifically proven’, the business should have the data to back up the claim.

Defamation
A statement is defamatory if it is likely to make people think less of that person or cause serious harm to the 
person’s reputation. Defamation can be a written (referred to as ‘libel’) or verbal (referred to as ‘slander’) 
statement. For example, a business cannot accuse a competitor of being ‘untrustworthy’ in its adverts.
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Potential issues when marketing
Businesses must also be aware of potential issues when marketing certain types of goods. For example, 
they must take care when advertising goods that are age-restricted (such as alcohol, cigarettes and tobacco 
products, fireworks, knives blades and axes, petrol and spray paints, or videos, DVDs or games that have a 
certificate such as 12, 15 or 18).

Pester power is usually associated with advertising that is directed towards children. Manipulative 
marketing tactics are used to influence children into ‘hassling’ their parents to buy the products. It is based on 
the idea that children have the power to persuade their parents to buy them something they do not really need. 
The strategy is often linked to junk food advertising (for example for foods such as biscuits, crisps, sweets and 
chocolates aimed at children, supermarkets that have checkout areas stacked with unhealthy snacks and treats, 
and ‘giveaways’ such as small toys with food products is a powerful pester power marketing tactic). More 
countries are now banning this kind of advertising and proposing that the advertisers be fined.

Case Study 6.1 An example of pester power 
(McDonald’s)

Well-known fast-food business McDonald’s sells a Happy Meal for children. This meal includes 
a main, a side, a drink and a toy. McDonald’s develops Happy Meal promotions to match trends 
in children’s entertainment. The Happy Meal boxes are themed, usually for a movie showing in 
cinemas at that time, and the toys are typically characters from the movies. McDonald’s advertises 
each Happy Meal promotion using posters and in-store displays in its restaurants.

In 2015, McDonalds was told to change its advertising to focus on the food and not its Happy 
Meal toys to ensure its adverts do not have the potential to enhance the appeal of its products 
to children.

Issues when keeping databases
Business also rely on using databases containing lists of customer information to target individual customers. 
Databases must be kept up to date if it they are to be of value, and businesses must ensure that they comply 
with the most up-to-date data protection legislation when storing and updating customer information. 
(Database marketing is covered in more detail in Chapter 5.) Some businesses will sell their customer lists 
to gain revenue but a business has to take care as sharing customer data without their permission will put the 
business in breach of the law. This could result in large fines, thereby reducing profits. It may also lead to a lack 
of customer confidence and damage to the reputation of the business. This could result in a drop in sales and, 
if customers feel they have been compromised through the disclosure of personal data, they may refuse to use 
the business in the future.

Consequences of failing to address legal and ethical factors
If the advertising for a product does not match the description given or the advert breaks the law, for example, 
the business could be prosecuted and taken to court, which will incur costs to the business. It may also have to 
give refunds or exchanges to customers. The reputation of the business can also be damaged, which could 
mean that customers no longer wish to purchase from the business.
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There are also restrictions that can be placed on the timing of adverts. This means that adverts that are 
thought to have unsuitable content for children cannot be shown at certain times (for example before 9pm 
or after 5.30am). This is referred to in many countries as the ‘watershed’. Unsuitable content can include 
everything from sexual content to violence, graphic or distressing imagery and swearing. For example, the 
most offensive language must not be broadcast before the watershed both on TV and radio when children are 
most likely to be listening.

Actions businesses must take
To ensure that its adverts are suitable, businesses take a number of actions, including the pre-testing (also 
known as ‘copy testing’) of adverts before running them to predict their performance, identify weak spots and 
improve performance, and proofreading of promotional materials to make sure that they are free from error 
and meet requirements. A business also needs to ensure that it has clear procedures in place to ensure that 
marketing staff are fully trained, are aware of the policies in place for advertising restricted goods and can 
make sure that the personal data of customers is protected.

Examination Tip
You will need to be able to show understanding of the relevant legislation, regulations, codes of 
practice and ethical issues that apply to marketing, and apply these to given contexts, showing 
their impact. The specific names, dates and sections of these will not be assessed.

Chapter 6 Summary

What you have learned:

• How legislation, regulations, codes of practice and ethical issues can impact on marketing 
activities.

• The legal and ethical issues affected with keeping databases and the marketing of age-
restricted goods and products aimed at children.

• How a business may be affected if it fails to address legal or ethical issues

• Actions a business can take to meet legal and ethical issues.

Activities

6.1 The table below shows three adverts that would not adhere to advertising regulations.

Complete the table by adding the correct description of the issue against the advert. The issues are:

• it is harmful
• it makes unverifiable claims
• it damages reputation through libel or slander (defamation).
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Advert Issue

An advert with a car being driven at speed, 
skidding on a dirt trail then speeding through 
rain and snow.

An advert stating the advertised face wash is 
100% guaranteed to prevent spots.

An advert for an insurance company telling 
customers that the competition cannot be 
trusted to offer them a fair price.

6.2 Carry out some research into businesses that have damaged their reputation through their advertising.

Give three examples below, stating what the business did and why it was a problem.

1 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

2 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

3 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................
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Practice	questions

Read this information before answering the next questions.

Business name Bijoux Bhindi

Products Jewellery

Website • Customers can look at what is on offer and buy jewellery products.
• The website collects information to include the customer’s name, 

address, email and preferences to create a database and create 
customer lists.

• Bijoux Bhindi promises to use the personal information gathered only to 
provide the customer with special offers, keep them up to date with new 
products and services, send out information it thinks will be of interest 
and ask for feedback.

6.1 Give two issues related to the keeping of databases.

(2)

1 ............................................................................................................................................................................

...............................................................................................................................................................................

2 ............................................................................................................................................................................

...............................................................................................................................................................................

6.2 Explain two consequences for Bijoux Bhindi if it sells its customer information to other businesses.

(4)

1 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

2 ............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................

...............................................................................................................................................................................
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A
Advertisement – A message that promotes a product or a service or gives information to the public.

Algorithm – A procedure or formula for solving a problem.

Axis – A reference line drawn on a graph that you measure from to find values.

B
Blog/vlog (videoblog) – An online journal or informational website where bloggers share their views on a 

subject.

Bounced emails – Undelivered emails.

Brand – A well-recognised product with unique character, design or image.

Branding – The use of a name, logos, trademarks, colours, symbols, images, design and celebrity endorsements 
to identify a product and differentiate it from its competition, and to attract and retain customers.

Business aim – A statement of what a business is trying to achieve, also known as a goal or target.

Business objectives – The stated, measurable targets of how a business achieves its aims.

Business-to-Business (B2B) – The selling of one company’s good or service to another company.

Business-to-Consumer (B2C) – The selling of products or services directly to the consumer.

C
Chart – A pictorial representation of data.

Competitor analysis – An assessment of the strengths and weaknesses of a business’s competitors in order to 
identify opportunities for a business.

Competitor-based pricing – A pricing strategy where businesses set prices close to the prices of competitors 
(sometimes called ‘going rate’ pricing).

Consumer – The users of the good and service; they may not have paid for the good or service.

Content marketing – The creation of new, original content with the long-term goal of attracting new 
customers.

Cookie – Small computer files used to identify users and possibly prepare customised web pages or to save site 
login information for the user.

Copywriting – The writing of text (copy) for advertising or other forms of marketing to motivate a reader to 
take action.

Cost-plus pricing – The total costs of producing one unit of the product are calculated and the required profit 
margin is added to give the selling price.

Corporate social responsibility (CSR) policy – A business policy that makes a commitment to society and 
the environment.

Customer – People of who purchase/pay for a product from a business.

D
Data – Items of numerical information, raw facts or statistics collected together for analysis.
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Database marketing – A form of direct marketing that uses customer information to generate targeted lists 
for direct marketing communications.

Defamation – Damaging the reputation of a person or business through libel or slander.

Dirty data – Data that contains inaccurate information.

E
E-blast – The sending of mass emails.

Ethics – The moral rights and wrongs of any decision a business makes.

External environment – The factors that occur outside of the business that cause change and are usually 
outside of the control of the business.

F
Focus group – A method of research involving a small group of people (usually six to eight participants) who 

are guided through a discussion by a moderator.

G
Graph – A drawing which depicts the relationship between data or values.

H

I
In-house marketing – A business undertakes marketing itself without the involvement of third parties.

Infographic – A graphic representation of information used to present information quickly and clearly.

Internal environment – The events, factors, people, systems, structures and conditions inside the business 
that are generally under its control.

International/global marketing – The process of promoting the products that a business sells overseas.

J K

L
Legislation – A law or set of laws suggested by a government and made official.

M
Market – The place where buyers and sellers come together.

Market research – Gathering information about consumers’ needs and preferences.

Market segment – A group of consumers who respond in a similar way to a given set of marketing efforts.

Market segmentation – The process of dividing a market into distinct groups of buyers who have different 
needs, characteristics or behaviours and who might require separate marketing strategies or mixes.



74 LCCI LEVEL 2 CERTIFICATE IN MARKETING FUNDAMENTALS

Marketing agency – A third party that completes marketing activities on behalf of a business.

Marketing collateral – The collection of printed or digital media being used to support the sales of a good or 
a service; the media used as part of a marketing strategy.

Marketing mix – A marketing tool that combines a number of components in order to strengthen a product’s 
brand and to help sell the good or service. Originally the 4Ps/4Cs, these have been extended in modern 
marketing to the 7Ps/7Cs to account for the marketing of services.

Mass market – A market made up of products with mass appeal (to lots of customers).

Mass marketing – A marketing strategy that uses mass distribution and mass media.

MMS – A multimedia messaging.

N
Niche market – A specialist area of the market that addresses a need for a product that is not being addressed 

by other mainstream providers.

Niche marketing – A marketing strategy that focuses on a smaller market segment with specific definitions.

Non-disclosure agreement (NDA) – A legal contract that sets out how a business shares information or ideas 
in confidence.

O

P
Pay-per-click (PPC) – A way of generating website traffic that incurs fees for the business.

Penetration pricing – A pricing strategy where a business sets the product’s price significantly lower than a 
competitor’s price.

PEST analysis – An analysis tool used to identify the political, economic, social and technological factors 
affecting a business.

Pester power – Usually associated with advertising to children, this is where manipulative marketing tactics 
are used to influence children to pressurise parents to buy products.

Phishing – A method whereby hackers attempt to gather sensitive personal information using deceptive means, 
such as getting a person to visit a bogus website.

Poll – A primary research method asking sample groups of customers to ‘vote’ on a question.

Podcast – A digital recording that can be downloaded from the internet.

Premium pricing – A pricing strategy where the price is set higher for certain goods in the hope that the higher 
price will give the impression the product is of a higher quality.

Pre-testing (copy testing) – A method of testing that is used to predict the performance of adverts before 
running them.

Price skimming– A pricing strategy where businesses charge a high price in order to maximise profits.

Primary research (field research) – A research method where information is gathered first hand.

Product differentiation – Making products that stand out from the competition.
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Product life cycle (PLC) – The process which a product goes through in its life time from introduction through 
growth, to maturity and decline.

Product portfolio – All of the products of a business.

Products – The goods and services of a business.

Proofreading – The process of checking for errors and omissions in written copy materials.

Psychological pricing – A pricing strategy where the price is decided based on what looks more attractive to 
customers in the market. For example, $1.99 looks more attractive than $2.00.

Q
Qualitative research – A research method that focuses on opinions and feelings.

Quantitative research – A research method that focuses on numbers.

R

S
Scale – The regular divisions on a graph axis used for measuring.

Scope (business) – The operation and/or mission of a business in terms of whether they operate locally, 
nationally and/or internationally.

Search engine optimisation (SEO) – A way of increasing a website’s visibility and ranking on search engine 
results pages to generate free traffic.

Secondary research (desk research) – A research method of collecting and analysing information that is 
already available and has been collected by someone else.

Services – Things that are done to a customer or for a customer.

Shareholders – The people who own shares in a business.

SMART marketing objectives – Specific, measurable, achievable, relevant and time-bound targets used to 
help a business to meet its objectives.

SMS – A text message.

Social media marketing (SMM) – Advertising though social media networks.

Spam – Unsolicited or unwanted electronic messages.

Stakeholders – The people who have an interest in a business and who are affected by what it does and the 
way it operates.

Surveys – A primary research method using questions to a sample groups of customers that have been chosen 
to represent the target market using a range of questions.

SWOT analysis – A tool used to analyse the strengths, weaknesses, opportunities and threats of a business.

T
Target audience – The typical customers of a business.
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Target market – The specific market segments selected by a business for its marketing.

Telemarketing – A primary research method using the telephone to undertake surveys.

U
Unique selling point (USP) – Something that a business’s product does which no other product does, thereby 

giving it a competitive advantage. This can also be applied to a business.

V

W
Webinars (webcasts) – A video conference using the internet.

X Y Z
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Chapter 1 – Understanding marketing

Answers to activities
1.1 Some examples of reasons why a business might use a social media network when marketing could be:

• it can reach large groups of people
• people who like its page will become followers, read its posts and share them with friends
• it connects the business with its customers so that it can have one-to-one conversations
• it can send messages which are personalised and specifically directed to its followers.
• if people search for it on social media networks they will find it, and so it makes the business 

discoverable.

1.2 The role of a marketing department is to promote the business, co-ordinate and produce all  materials 
that represent the business. It is not  responsible for the brand. As the way that the customers experience 
the brand is through all the interactions they have with a business and its products, a marketing department 
in a large company must  work alone.

Answers to practice questions
1.1 (C) Stationery

1.2 Two types of not-for-profit business, could be any from the following:
• charities
• social enterprises
• voluntary and community organisation
• public arts organisations
• housing organisations.

1.3 One possible advantage and disadvantage of using a marketing agency could be:

Advantage – As agencies work for a range of businesses they are likely to have more links to research and 
media companies than in-house teams. The data they provide can be used to ensure marketing campaigns 
are appropriate for their target audiences.

Disadvantage – The agency will cost money, which could reduce the profit gained from the new product.

Chapter 2 – Marketing context

Answers to activities
2.1 Three SMART targets for a coffee shop could be:

• to launch one new product each quarter of the next year
• to sell 10% more hot drinks in October
• to raise profits by 5% in January
• to get 20 new customers in August.

2.2 An example of answer:

Description – IKEA is a well-known international retailer of home furnishings.
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Strengths
• A strong international brand.
• Low prices appeal to many customers.
• Uses waste and recycled materials in some 

of its products.

Weaknesses
• Customers expect low-cost products. This 

might affect quality.
• Global business, and this may make 

it difficult to control standards of its 
products.

• Suffered from negative publicity about its 
advertising e.g. sexist advert in China.

Opportunities
• Offer more ‘green’ products.
• Reduce packaging.
• Increase range of products.
• Further international expansion.

Threats
• Increase in competition.
• Recession slowing down spending.
• Customers wanting better quality goods.

Answers to practice questions

2.1 (D) New legislation

2.2 Two external threats to a business as shown in a SWOT analysis could be any from the following:
• Competitors
• Political factors
• Economic issues / recession /change in interest rates

2.3 Two reasons why a business will want to understand the needs of its customers, could be:
• In order to develop products that match their needs so customers are more likely to purchase them.
• So that promotional activity can be tailored to customers to emphasise how products meet their 

needs.
• So the products reflect current trends to keep ahead of competitors.

2.4 Two reasons why a business will set SMART objectives could be:
• If the business has deadlines for its marketing activities, managers can see if they are going to 

complete targets in time.
• If the results of the marketing activity can be measured then this means it is clear how close the 

business is to meeting targets.
• If the objectives are specific then there is no confusion among staff about what they are trying to 

achieve.

Chapter 3 – Market research, segmentation and marketing data

Answers to activities

3.1 Two examples of the advantages and disadvantages of primary and secondary research could be:
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Primary data

Advantages Disadvantages

Specific Time consuming

Current/up-to-date Expensive

Secondary data

Advantages Disadvantages

Usually cheaper than primary research May not be current or complete

Readily available May be too generalised/non-specific

3.2 Examples of the improvements that could be made to the questionnaire could include:

QUESTION 1 Asks name, but age is important if we are looking for information on use by 
different age groups.

QUESTION 2 The next questionnaire could follow by asking why/why not to gain more 
information on phone use.

QUESTION 4 The questionnaire should explain what ‘a lot’ means or answers will not 
be accurate.

QUESTION 5 The question is out of context. It could be revised to ask if they use a 
cinema app.

QUESTION 6 The question asks if the person likes or hates the brands, but the answer 
is Yes/No.

Answers to practice questions
3.1 (B) Surveys

(C) Focus groups

3.2 Primary research studies customers directly but secondary research studies information that third parties 
have gathered.

3.3 (B) Bar chart

3.4 Target markets are specific market segments selected by a business for its marketing.

3.5 Six marks is awarded for an accurately drawn and labelled graph. This includes the labelling of both the 
horizontal and vertical axes.
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Chapter 4 – Marketing principles (the marketing mix)

Answers to activities
4.1 An example of a USP for a dog walking equipment supplier could be the following:

For dog walkers1 who need high-quality dog leads and products2. Doggy Delivery3 is the only dedicated 
dog equipment distributor4 that provides competitively priced dog equipment5, delivered straight to your 
door6. Unlike other dog equipment companies7, Doggy Delivery8 is the only business online9 that caters 
specifically for dog walkers10.

4.2 Examples of technology products could be:

Introduction Growth Maturity Decline

Example: Holographic 
projection technology

Example: Curved 
TVs

Example: Flat 
screen TVs

Example: Analogue 
TVs

Virtual technology 
equipment

Tablet computers Laptop computers Typewriters

Self-driving vehicles Electric vehicles Hybrid vehicles Diesel vehicles

Answers to practice questions
4.1 One method of broadcast media could be any from the following:

• Television
• Radio

4.2 One method of print media could be any from the following:
• Newspapers
• Magazines
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• Brochure
• Catalogues

4.3 Two ways a band could build a brand could be:
1) The band members could encourage friends to mention the band on social media sites so that more 

people are likely to take an interest in the band’s music.
2) The band could use its logo on its social media pages and webpages to build a strong and recognisable 

brand identity.

4.4 Two benefits to a business of having a brand could be to:
• Help to raise the profile of the business
• Help to develop brand loyalty

Chapter 5 – Marketing communications

Answers to activities

5.1 

Content and adverts that are paid for by the business to increase website traffic

1. business sponsored links
2. pay-per-click (PPC) ads

Content created and owned by the business

1. business website
2. email marketing

Content created by someone else

1. blogs by third parties
2. social media shares by followers

5.2 Layout of C opy is very important if it is to attract and engage readers   as  a complicated layout may 
complicate thee  marketing message, be misunderstood, confuse the reader aNd  hinder the flow of 
the marketing message. t he key features of effective layout are simplicity .  and consistency to include 
the brand logo, and fonts which should be clear and easy to read, and consistent in size.

Answers to practice questions

5.1 (A) Blogging

(E) Infographics

5.2 One advantage of social media marketing (SMM) is that it allows a business to gain followers, which can 
enable it to effectively target this audience with its advertisements.

5.3 The l udberry Food Festival began 20  years ago too  bring attention to the number of good food 
producers in the area. s ince that time it has had up to 15,000 visitors each year and is still considered 
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one of the best .    The  Food Festival gives visit ors  a chance to mmet  the food producers either 
at their food stalls or through the many food demonstrations around town.

Chapter 6 – Legal and ethical issues in marketing

Answers to activities

6.1 

Advert Problem

TV advert with a car being driven at speed, 
skidding on a dirt trail then speeding through rain 
and snow.

Harmful

Advert stating the product is 100% guaranteed to 
prevent spots.

Makes unverifiable claims

Advert for an insurance company telling 
customers that the competition cannot be trusted 
to give them a fair price.

Damage reputation through libel or 
slander (defamation).

6.2 Examples could include:
• L’Oreal – Claimed its skincare products were ‘clinically proven’ to ‘boost genes’. It could not 

substantiate these claims.
• Volkswagen – Falsely advertised environmentally friendly diesel cars. Made false claims.
• Dannon – Activia yogurt was advertised with ‘special bacterial ingredients’ that were ‘scientifically 

proven’ to boost immune systems. It could not substantiate these claims.
• Olay – Re-touched a model in an anti-aging advert for eye-cream to remove wrinkles. Gave a 

misleading impression of the effect the product could achieve.
• Facebook – Allowed ‘fake adverts’ using a celebrity’s name to promote ‘get rich quick’ schemes. 

Sued for defamation.

Answers to practice questions

6.1 Two issues related to the keeping of databases could be:
• Data protection
• Updating information

6.2 Two consequences for Bijoux Bhindi of selling its customer information to other businesses could be:
1) Bijoux Bhindi has promised customers that their information will not be shared and so customers 

will feel misled and refuse to use Bijoux Bhindi again.
2) This could lead to customer complaints which damage the reputation of the business, which could 

result in a decrease in sales.
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