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Preface

Dear Reader,

Being a consumer is one of the roles we play 
in life, so almost all of us have an idea about 
the meaning and scope of marketing. We 
are exposed to the marketing activities of 
many companies in the media, stores, mobile 
phones, etc. and show different responses. 
We, as consumers, also have an effect on the 
marketing decisions of companies. 

Marketing today is not only limited to 
the companies; non-profit organizations, 
institutions and destinations also use 
marketing to achieve their objectives. 
Successful companies know that satisfying 
their customers and creating good relations 
with them are key to their success. Marketing 
today is not only a business function in such 
successful companies but also a philosophy of 
putting customers at the center of all decisions. 
Having good relations with customers is a 
big power for the companies that operate in 
a very competitive and economically hard 
environment.

This book will introduce you the core concepts 
and principles of marketing with a focus 
on customers and customer relationships.  
Principles of marketing is an area that must 
be learnt not only by the students who 
would like to have a marketing   career, but 
also by the students with different majors. 
Since marketing today is no longer just a 
departmental activity, core concepts and 
principles of marketing must be understood 
well by everybody throughout the organization 
from top managers to frontline employees. 
I hope this book on marketing principles will 
help the students of business administration, 
other majors, and the people working in  
companies and non-profit organizations for 
understanding marketing better. 

As the editor of this book, I greatly appreciate 
the valuable contributions of the authors who 
have made this book possible. I thank the 
English language reviewers for their valuable 
comments and also the compositors who have 
put a effort into this book. My last thank is for 
other anonymous people assisting us in any 
phase of preparing this book.  

Editor

Prof.Dr. Sevgi Ayşe Öztürk
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Chapter 1
The Core Concepts of 
Marketing
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Distinguish differences among marketing 
management orientations

Define marketing and relevant concepts that 
help to understand marketing better

Explain the elements of Marketing Mix 
elements briefly

Understand the evolution of marketing from 
transactions to relationships3

1 2
4

Chapter Outline
Introduction

Marketing and Relevant Concepts

Marketing Mix: A Classification Of Marketing 
Activities

Marketing Management Orientations

From Transactional Marketing to Relationship 
Marketing

After completing this chapter, you will be able to:

Key Terms
Marketing
Exchange

Marketing Mix
4P’s of Marketing

Transaction
Relationship

Marketing Offers
Needs and Wants
Customer Value
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1Principles of Marketing

INTRODUCTION 
Among various roles we play in life, being a 

consumer is a role that we have to practice almost 
everyday. Since we are not living in a closed 
economy where individuals produce what they 
need by themselves, buying the products and 
services offered by companies is generally the only 
way to satisfy our needs and wants. Companies do 
not only produce goods and services, they deliver 
them to places where customers could easily buy 
and communicate with customers to inform them 
about the prices and product’s benefits. Since, 
today, there are various products available for 
consumers, companies offering greater value and 
satisfying their customers better than competitors 
will have more chance to be sucessful. It is the 
responsibility of marketing to satisfy consumers 
and create good customer relations that will lead to 
satisfactory results for the company. 

Many people might have ideas about what 
marketing is. In some cases, the perception of 
marketing by people may be not very positive. 
More specifically, some might think that marketing 
creates artifical needs and makes the people buy 
products that they may not truly need. Marketing 
also may be perceived as the reason of high prices, 
environmental problems, and materialistic culture. 
In this chapter, we will start to understand the real 
meaning of marketing. At the end of the chapter, 
you will realize that marketing is not just a business 
function, but a philosophy of being a customer 
centered organization. This first chapter of the 
book will explain the core marketing concepts, 
evolution of marketing thought, transition of 
marketing from transactions to relationships and 
marketing mix elements briefly. 

MARKETING AND RELEVANT 
CONCEPTS

Definition of Marketing
While marketing is one of the human beings’ 

oldest activities, it is regarded as the most recent 
of the business disciplines.1 Since we are exposed 
to countless advertising messages in various 
places on daily basis, many people might deem 
marketing as selling and promoting products and 

consider advertising as the core and sometimes 
the sole activity of marketing. There is no doubt 
that for a business to survive, selling products or 
services produced is essential. In other words, in 
order to accomplish sales objectives, advertising 
and personal selling may be used heavily by some 
companies. However, restricting the concept of 
marketing to just selling is like seeing just a small 
part of a big picture.

Reviewing a few definitions of marketing 
will help us to understand the real meaning of 
marketing better. 

Until 2013, the definition suggested by The 
American Marketing Association had been:

Marketing is the process of planning and executing 
the conception, pricing, promotion and distribution 
of ideas, goods and services to create exchanges that 
satisfy individual and organizational objectives. 

Board of Directors of the association approved 
the following definition in July 2013 and has not 
changed it until today. 

“Marketing is the activity, set of institutions, and 
processes for creating, communicating, delivering, and 
exchanging offerings that have value for customers, 
clients, partners, and society at large.”2

Additionally, The Chartered Institute of 
Marketing defined marketing as “The management 
process which identifies and satisfies custwomer 
requirements efficiently and profitably”.

Based on the definitions, we can underline 
some of important points about marketing: 

•	 Marketing	is	an	exchange	process
•	 Customer	needs	and	wants	are	the	starting	

point	of	marketing	process
•	 Marketing	 offers	 are	 goods,	 services	 and	

ideas.	
•	 The	 needs	 of	 the	 customers	 and	 the	

objectives	of	the	companies	are	satisfied	in	
the	marketing	process.

•	 Developing,	 pricing,	 distributing	 and	
promoting	 products	 are	 core	 marketing	
activities.

•	 Marketing	creates	customer	value
•	 Marketing	does	not	only	affect	customers,	

but	partners	and	society	as	a	value.	
•	 Marketing	is	both	a	business	function	and	

philosophy.
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Needs and Wants
The terms need and want are generally used 

instead of each other by people because consumers 
can not make much distinction between needs 
and wants. Although these terms are used 
interchangeably through out this book, they are 
not the same concepts. A need is the difference 
between a consumer’s actual state and some ideal 
or desired state. A want is a desire for a particular 
product used to satisfy a need.3 While all people 
around the world need food when they are hungry, 
based on their culture, income and some other 
characteristics, they might want a different product 
or service to satisfy the same need. Marketers 
generally try to influence the ways that consumers’ 
needs are met. In other words, marketing tries to 
impact what we may want when a need arises. 
Human needs may be physical, psychological or 
social. To take an example, assume a student who is 
thirsty and needs a drink during his/her 15 minutes 
of break time while he/she may need to socialize as 
well. In this case, whereas a soft drink purchased 
from a vending machine might be wanted by a 
student to satisfy the need of thirstiness, a student 
who has a physical and social need simultaneously 
might prefer to go to faculty’s cafeteria to buy a 
similar soft drink as he/she is meeting with his/
her friends. To put it differently, marketers show 
their customers what they might want when a 
need arises through their products, brands, and 
advertisements. A need may arise and a consumer 
may want a specific product, however, customers 
won’t purchase a product unless a demand occurs. 
Demand is an economy term that means customer’s 
need and want for a product must be coupled with 
purchasing power (money, resources) to obtain the 
product.

In marketing, the term “market” is used for the 
consumers who have a need or want for a spesific 
product/service whom also have the resources and 
willingness to buy the product. Assume that an 
entrepreneur thinks that university students might 
need places where they can study, eat and wash 
their clothes which is open from 9 AM to 19 PM. 
Conspicuously enough, this concept is different 
from a dormitory where students normally stay. 
In this case, the question for the entrepreneur is 
“Is there a market for such a place?” Answers to all 
following questions must be positive to conclude 
that a market exists for such a service. 

•	 Are	there	students	who	need	such	a	place?
•	 Could	students	afford	such	a	service?
•	 Would	 they	 be	 willing	 to	 pay	 for	 this	

service?	 (They	might	prefer	 to	 spend	 their	
money	for	other	products/services)

•	 Would	 they	 have	 authority	 to	 use	 this	
service?	(If	they	are	high	school	students	or	
younger	than	18,	the	might	not	be	allowed	
to	use	this	service)

The difference between the consumer’s 
actual state and desired state is called a need.

A market consists of consumers who have a 
need, resources (money) and willingness to 
buy a product.

Consumer’s desire for a particular product 
used to satisfy a need is called a want.

A customer demand occurs only 
when the customer’s need and want 
for a product or service is backed 
by purchasing power.

important

Is a smart phone a need or a 
want?

1
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Exchange
Marketing takes place when people decide to 

satisfy their needs and wants through exchange 
relationships. Exchange is an act of obtaining a 
desired object from someone by offering something 
in return.4 In the exchange process, there must 
be two or more parties involved like individuals 
or organizations. Each of these parties must have 
valuable offer to satisfy the needs and wants of the 
other party. The exchange process is a voluntary 
process while parties communicate with each 
other. On one side of the exchange process, there 
is marketer and on the other side is the market. 
Marketer may offer something like a product, a 
service or an idea to the market. Market includes 
a group of current and potantial customers where 
any company that offers goods and services is 
called a marketer. However, not only companies 
are involved in the exchange process. A candidate 
in the municipality president election may offer a 
program for the benefits of citizens and asks for 
people’s vote. To take instances, an airline offers 
a flight service to potantial passengers or a movie 
theatre may offer entertainment. The market pay 
money in the exchange process if accepts the offer 
of the marketer as valuable and wants to have 
transaction. Money is not the only payable concept 
by customers. While an individual may donate 
money to a non-profit institution, he also spends 
his/her time, energy, expertise in this exchange 
process and feels better as a result of good deeds 
done for the society. 

Marketing Offerings
How the needs and wants of customers are 

satisfied? Consumers’ needs and wants are fulfilled 
through market offerings—a combination of 
products, services, information, or experiences 
offered to a market to satisfy a need or a want.5 

Whilst some companies only offer physical 
products such as a detergent, toothpaste, others 
offer services like delivery, banking, insurance 
or hospitality. In addition, some companies gain 
competitive advantages through offering both 
products and services to customers. For example, 
a computer seller may offer various models of 
computers along with providing free delivery and 
periodic maintainance services. A bookseller that 
sells books and stationaries as products, may also 
inform regular customers about the books of their 
interest and deliver a new book to the customer’s 
address as a free service. Is it possible to offer more 
than a product or a service and provide a richer 
market offering? Provide memorable experiences 
by engaging customers is a way to make customers 
satisfied and loyal. Experiences are very important 
part of the marketing offers today. An experience 
occurs when a company intentionally uses services 
as the stage, and goods as props, to engage individual 
customers in a way that creates a memorable event. 
Physical goods are tangible, services are intangible, 
and experiences are memorable. Pine and Gilmore 
(1999) offered four types of consumer experience: 
educational, esthetic, entertainment, and escapist 
that are termed as the “4Es.6 Products and services 
creating memorable customer experiences have 
more chance to be successful in the market. 

Exchange is an act of obtaining a desired 
object (like a product) from someone by 
offering something in return (like money).

People may spend things other 
than the money in the exchange 
process.

important

Lösev is a non-profit 
organization. Try to explain 
the exchange process between 
Lösev and donators.

2

company o�ers a product customer o�ers money
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Stores in a shopping mall may offer different 
experiences for their customers and differentiate 
themselves from other stores. For example, a store 
selling kitchen appliances may provide cooking 
workshop for its customers as well. Restaurants 
like Hard Rock Cafe integrate entertainment to 
their offers which are known as eatertainment 
restaurants. The speciality stores ornamented 
with pictures and sculptures provide esthetic 
experiences. A bookstore may organize events such 
as “let’s read and talk together” or start an online 
book community to talk about books. By this way 
they provide an experience that make customers 
escape from daily routine life. 

Taken from another point of view, marketers 
may also offer an idea. In this sense, all marketing 
is the marketing of an idea.7 An institution may 
offer an idea to society in order to change their 
attitudes and behaviors. A company producing 
soap may use marketing activities to promote its 
soap brand and encourage customers to purchase 
that brand of soap to wash their hands and face. In 
this case, the company’s marketing offer is mainly a 
soap which is a physical product while at the same 
time the company may promotes the importance 
of washing hand which is an idea. Now consider 
another situation. World Health Organization may 
use similar marketing tools to promote cleaning 
hands of health workers with through a campaign, 
which looks like an advertisement message: Take 5 
moments to clean your hands to prevent sepsis in health 
care. Here, the target market of the marketing 
campaign is health workers, the action desired 
from them is not purchasing a soap, but cleaning 
their hands. WHO thinks that campaigning is 
one important part of reaching people, improving 

entertainment experience

esthetic experience escapist experience

educational experience

Figure 1.1 Different Types of Customer Experiences

Please search what type of 
experiences Turkish Airlines 
offer to its passengers.

3
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behavior and achieving safer, higher quality health 
care practices.8 Look at advertisements below; 
one of them is for a soap and used for marketing 
a physical product, the other is from a non-profit 
organization and used for marketing an idea; the 
idea focusing on the importance of hand hygine. 
Marketing of ideas is called social marketing and 
social marketers use marketing concepts and tools 
that are very similar to traditional marketing 
concepts. 

The expectation of organizations from social 
marketing activities is not the behavior of buying 
something, but behaviors like donating to an 
organization, using belts in automobile, stop 
smoking, reducing violation etc. 

Picture 1.1

Picture 1.2

Customer-Perceived Value
If you ask your friends where they shop, they 

may give different answers based on their perceived 
value. For some, value may be in low prices and 
they may visit discount retailers like BİM or ŞOK 
markets to get reasonable products at low prices. 
For some others, value may mean a pleasant store 
ambiance, premium products and Macro Center 
may satisfy their needs for value. On the other 
hand, local markets like Özbesin in Eskişehir will 
be the preferred retailer if value means positive 
customer relations. Therefore, while each store 
model provides a value for its customers, the 
important point is that customers do not judge 
value objectively; they make their decision to 
shop from any of these stores based on their own 
value perceptions. More specifically, customer 
perceived value is the customer’s evaluation of the 
differences between all the benefits and costs of a 
market offering compared to those of competing 
offers.9 Customer value is a key concept in 
marketing because it gives importance to the idea 
that marketers should always be looking for ways 
to improve their customers’ experience of dealing 
with their company and products.10 There are two 
ways to increase customer perceived benefits; one 
of them is; decarese prices and other costs for the 
consumers. The costs are not only the economic 
costs like paying money for the product’s price, 
spending time and energy may be other costs of 
getting the product. Alternative way of improving 
perceived value is increasing the benefits for 
consumers by offering more things. The benefits 
customers get may be a higher quality product, 
more convenient ones, superior services etc. The 
benefits may also be emotional like feeling unique 
or getting prestige and earning a status. 

For gaining more information about WHO’s 
campaigns you can visit http://www.who.int/
infection-prevention/campaigns/clean-hands/en/

internet
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Figure 1.2 Two Sides of Customer Perceived Value: Benefits and Costs

MARKETING MIX: A CLASSIFICATION OF MARKETING 
ACTIVITIES

Companies offer products and services to satisfy the needs of consumers. Does a good product guarantee 
success in the market? A good product at a very high price may not be successful if the product’s target 
market thinks that it is not worth the price. Therefore, a good price must be set by marketer that will make 
the customers buy the product while providing profit for company. A good product at the right price still 
may not be enough for customers. Consider that you need that product at early hours in the morning and 
you want to find this product at a store, supermarket or at any place not very distant to your home. The 
marketers of the product must do some activities to make this product available for sale at places where 
customers would like to buy. This company has still more to do to attract potential customers. Today, there 
are many brands available in any product category. You could find several brands of the same product at 
similar prices standing near each other on supermarket shelves waiting to be purchased. Hence, creating 
good products, setting right prices and delivering them to right places still may not be enough for marketing 
success. The marketer must do some activities to inform customer about the product. Communication 
with customers is a very important part of the marketing today. Consumers need communication to be 
convinced that the right product is available in the right place and right price. Therefore, marketers need 
to promote their products to inform, influence or convince customers. 

The above case takes us to the concept of marketing mix, which is probably the most known concept 
of marketing. Marketing mix consists of a set of marketing tools, which is known also as 4Ps of product, 
price, place and promotion. The 4Ps is the most commonly used schematic 
for the marketing mix and has the advantage of being both widely recognized 
and easy to remember.11 These activities are essential parts of a company’s 
marketing program. 

If any of these tools is missing or ignored by the marketers from marketing 
mix, it will not be completed. Marketers refer to these activities—product, 
pricing, distribution, and promotion—as the marketing mix because they 
decide what type of each element to use and in which amounts.12

the bene�ts
consumers get

the costs
consumers pay

prestige

quality
product

after sale
services

money

time

energy

Marketing mix elements 
must be coordinated 
and integrated.

important
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Designing a good marketing mix and offering 
customers a good combination of 4Ps is not 
easy. Firstly, decisions about the marketing mix 
variables are interrelated. Each of the marketing 
mix variables must be coordinated with the other 
elements of the marketing program.13 Consider, 
a paper napkins producer has two product 
alternatives; one of them is deluxe, high quality, 
thick and colored, ornamented napkins and the 
other is economic, white colored, thinner paper 
napkins. There are two price alternatives (10 TL 
and 3 TL), two promotion alternatives (mass 
advertising on television channels like Kanal D, 
TRT and, on the other hand, sales promotions 
like coupons and bonus packs) in addition to 
two place alternatives (supermarkets like Migros, 
Çağdaş and discount stores like Şok Markets, 
BİM). This paper napkins marketer seems to have 
many marketing mix combinations, however, it 
is important that the chosen one must not be in 
conflict. Deluxe product and a discount store may 
not be a successful combination as well as the high 
price and an average quality white paper napkins. 
Company must consider the target market and the 
competitors’ marketing mix elements. Marketing 
mix elements will be explained in more detail in 
Chapter 8. Short explanations about marketing 
mix elements is provided below. 

Marketing mix which consists of product, 
price, place and promotion is also known as 
the 4 P’s of marketing. 

Product
The product variable of the marketing mix 

regards researching customers’ needs, wants and 
designing a product that satisfies them. A product 
can be a good, a service, or an idea. A good is a 
physical entity that consumers may touch and 
perceive with their senses. A mobile phone, a 
car and a pack of instant coffee are examples 
of physical goods that we can touch, smell or 
taste. A service is the application of human and  
mechanical efforts to people or objects to provide 
intangible benefits to customers.14 While Iphone 
and Samsung are examples of goods, mobile phone 
operators Turkcell and Vodafone represent services. 
Car rental companies and coffee shops like Kahve 
Dünyası, Starbucks are other examples of services. 

Product decisions include selecting a brand 
name, deciding product’s package and label, after 
sales services, warranty conditions, design and 
product’s features, product modifications and 
improvements, deciding product strategies at 
different stages during its life cycle etc. 

• advertising
• sales promotion
• publicity
• personal selling
• direct marketing

• goods and services
• ideas
• destinations
• destinations
• non pro
t organizations

• distribution channels
• physical distribution
• retailers
• wholesalers

product promotion

placeprice

• pricing the new products
• making price changes
• promotional pricing
• geographical pricing
• psychology of pricing

product

price

promotion

place

Figure 1.3 Marketing Mix Elements
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Price
Price is the only element in the marketing 

mix that provides revenue. While the product, 
distribution channels and promotion cost 
significant amount of money, price costs nothing. 
Price can be defined as what the business charges its 
customers for the goods and services it provides.15 

The price variable relates to decisions and actions 
associated with establishing pricing objectives, 
policies and determining product prices. Price is a 
critical component of the marketing mix because 
of customers’ concern about the value obtained in 
an exchange. Price is often used as a competitive 
tool but intense price competition sometimes leads 
to price wars. 

Price decisions include setting initial price 
for a new product, modifying the price when 
necessary such as increasing and decreasing pricing 
in different economic environments, making price 
discounts to customers, pricing the products for 
different international markets. Psychological 
effects of pricing, making price differentiation 
for different customer segments, deciding on the 
profit margins, comparing the prices of competitor 
products and services are also important parts of 
price element. 

Place (Marketing Channels)
 Place is the location where the exchange 

takes place – the retail store, through the mail, in 
cyberspace, etc. Place decisions involve thinking 
about physical distribution (shipping and delivery) 
as well as finding the most convenient location for 
customers to buy the product.16 Marketers must 
think about the number of retailers, distributors, 
wholesalers that will handle the product as well 
as what type of intermediaries will take place in 
the channel. Length of the channel is another 

decision and marketers have alternatives such as 
delivering the product to end consumers through 
wholesalers and retailers or from marketers to 
consumers directly. Online marketing channels are 
very popular today. Many companies are delivering 
their products with conventional channels like 
speciality stores while at the same time distributing 
their products through online stores. 

Promotion (Marketing 
Communication)

A company’s total promotion mix—also called 
its marketing communications mix—consists 
of specific blend of advertising, public relations, 
personal selling, sales promotion, and direct 
marketing tools that company uses to engage 
consumers, persuasively communicate customer 
value, and build customer relationships.17 

Advertising uses paid-for-media like television, 
radio to send messages to the target audiences. 
Media relations is a large part of public relations 
and uses unpaid-for media through media 
releases and placing products/brands stories. 
Companies sponsor sports or arts organizations, 
invites newspaper editors or university students 
to their factories to get the goodwill of the public. 
Short-term incentives offered to final consumers 
and retailers are called sales promotions. The 
incentives may be in the form of bonus packs, free 
samples, coupons, price offs and refunds. Personal 
selling consists of personal customer interactions 
by the firm’s sales force for the purpose of engaging 
customers, making sales, and building customer 
relationships. Direct and digital marketing 
includes direct mail, catalogs, online and social 
media, mobile marketing catalogues, and more. 

A product may be a physical good, an 
intangible service, and an idea from a non-
pofit organization, a celebrity or a destination.

Think about your favorite soft 
drink. What are the marketing 
mix elements for this soft drink 
brand?

4
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MARKETING MANAGEMENT ORIENTATIONS
Different companies realize marketing in different ways. The priority of companies in carrying out 

their marketing activities may differ based on their marketing orientations. For some companies, the most 
important marketing activity is producing and delivering goods at reasonable prices, for some others, 
selling is the prime marketing activity and some companies may take customers above anything. Marketing 
orientations explained below show the evolution and understanding of marketing. Historically, marketing 
has evolved from production orientation to a more customer-focused orientation. However, you have 
to know that even today there are companies that adopt different marketing orientations as a guiding 
philosophy for their marketing strategies and practices. 

Production Orientation
In this paradigm, the key to success 

in business is to produce as cheaply 
as possible and keep prices low. This 
paradigm was typical in the 19th 
century, when mechanized production 
could out-compete hand production 
in cost terms. The basis of production 
orientation is that people will buy 
anything as long as it is cheap enough.18 
Production orientation works best in a 
seller’s market when demand is greater 
than supply because it focuses on the 
most efficient ways to produce and 
distribute products.19 In such a situation, 
companies do not consider marketing as a 
necessary activity and customers’ specific 
needs and wants are not taken into 
consideration. Therefore, the drawback 
of this orientation is obvious; there may 
be companies that produce what the 
customer needs at cheaper prices.

Product Orientation 
Companies that accept product orientation are concerned with making 

the best possible product. They emphasize on product development 
and improvement, product quality and adding new features.20 There is 
no doubt that developing and improving products is a must in today’s 
business world. However, product-oriented companies believe that if 
they produce a good quality product at reasonable prices, it will be sold 
without marketing efforts. Especially for the technology products, it is 
important to inform customers by a good marketing communication campaign. The business history 
is full of product failures that did not satisfy a real need or did not have a good marketing strategy. 
Product oriented companies could die due to “marketing myopia” which is a very important business 
concept. While myopic companies believe people buy products, in fact, solutions to our problems and 
satisfaction for our needs are what we really buy. Put differently, products are tools to satisfy our needs. 
As the technology changes, new products come along to satisfy the same needs. Think about flash drives 
used to store data and transport files from one computer to another one. Why we buy this product? 

production
orientation

putting the
factory �rst

societal marketing
orientation

putting to
consumers
and society

�rst

product
orientation

putting
the product

�rst

sales orientation

saying that
customer

comes

marketing
orientation

putting the
customer �rst

Figure 1.4 Marketing Orientations

Source: Adapted from Solomon, M.R. & Stuart, E.W. (2000). 
Marketing Real People Real Choices. Upper Saddle River, New Jersey: 

Prentice-Hall, p: 37-42

Product concepts leads 
to the marketing myopia 
that may cause a business 
failure for the company.

important
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Sales Orientation
Companies following the selling concept, think that consumers will not buy products unless the 

company goes under substantial selling and promotion efforts. Generally, companies focus on selling what 
they produce instead of selling what the consumers need. Undoubtedly, companies may sell a product once 
by using sales promotions or by exaggerated advertisement messages. Sometimes a sales person may push 
a consumer aggressively into buying. Sales oriented companies may be successful on attracting customers, 
but if the product they sell or the services they provide does not satisfy the consumers, the customers leave 
the company and will not turn back. Negative word of mouth communication by unhappy customers will 
prevent other potential customers from buying the products. Therefore, we may conclude that the short-
term marketing success may lead to marketing failures in the long run.

Marketing Orientation
Market-oriented companies give customers the highest priority while conducting business. Every 

department and employee should focus on contributing to the satisfaction of customers’ needs. 
A popular quote on marketing comes from the David Packard who is the co-founder of HP Company 

“marketing is too important to be left to the marketing department.”21

Peter Drucker who is one of the outstanding gurus of business 
world thinks that marketing is not a specialized activity at all.22 
What he means is that marketing is not only a departmental 
function; it is a function that encompasses the entire business. 
In market-oriented companies, all marketing activities should 
be coordinated. A true marketing orientation requires a focus on 
both customers and competitors. While providing products and 
services that meet customers’ needs, it is important to do better 
than competitors. 

Of course, as a storage device. Why do we buy 
in the past, consumers would purchase floppy 
drives, CDs to satisfy their needs of storing and 
transporting data. Not long before overhead 
was used for similar purposes. Maybe in future 
products other than the USB sticks will satisfy in 
the future the same need. 

overhead

�oppy disk

CD

USB �ash

Picture 1.3 Historically different products are used by 
lecturers to share their presentations with students

Everybody loves to listen to music. 
Give examples of products and 
services used to satisfy this want for 
the last 10 years.

5

Please compare sales concept and 
marketing concept in terms of the 
marketing activities that are important 
for these concepts.

6
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Although it is not a recent case, Xerox 
Company’s research clarifies how sales and profits 
come as a result of customer satisfaction.23

For several years, “Xerox had polled 480,000 
customers per year regarding product and service 
satisfaction using a five-point scale from 5 (high) to 1 
(low). Until two years ago, Xerox’s goal was to achieve 
100% 4s (satisfied) and 5s (very satisfied) by the end 
of 1993. However, in 1991, an analysis of customers 
who gave Xerox 4s and 5s on satisfaction found that 
the relationships between the scores and actual loyalty 
differed greatly depending on whether the customers 
were very satisfied or satisfied. Customers giving Xerox 
5s were six times more likely to repurchase Xerox 
equipment than those giving 4s.”

Just think how big the difference is between 
a happy and a very happy customer. Although 
both groups were satisfied with Xerox, extreme 
satisfaction would lead to 6 times more sales. 
These findings directed Xerox managers, at that 
time, to the objective of achieving 100% very 
satisfied customers. Of course decreasing the level 
of customers who were very unhappy with the 
company’s products and services was as important 
as gaining very satisfied customers. Because 
unhappy customers generally talk negatively about 
the company’s products and have the power to 
influence potantial customers.

Societal Marketing Concept
The societal marketing concept which is 

the newest of marketing orientations holds 
that marketing strategy should deliver value to 
customers in a way that maintains or improves 
both the consumer’s and society’s well-being.24 

Assume that a soft drink company has good level 
of sales, a big market share and consumers like its 
taste and find its price reasonable. It is an example 
of a win-win situation. The company is happy, so 
are the consumers for the time being. Now, think 
about the obesity problem or the effect of sugar 
on health. What about the long run effects of the 
product? What is good for the company or what 
satisfies the current demands of the consumers may 
not be good for the society in the end. We cannot 
call a company as a good marketing organization 
if it ignores social responsibilities even if it satisfies 
both its customers and the profit objectives. A 
company that sufficiently extends its marketing 
goals to fulfill its social responsibility is practising 
what has become known as the social marketing 
concept.25 For example, to lead a healthy and 
active life in Turkey, ETİ Company started Yellow 
Bicycle Project in cooperation with Active Living 
Association. As a part of Yellow Bicycle Project, 
free bicycle renting stands are opened in certain 
university campuses; thus, the transportation 
within campus is made easier for students and they 
have become “more active”. Children who do not 
know how to ride a bicycle are taught how to ride 
a bicycle in primary schools.

Marketing orientation of a company shows 
the guiding philosopy when conducting 
marketing activities. Types of marketing 
orientations are: production, product, 
sales, marketing and societal marketing 
orientations.

Peter Drucker was a very important management guru 
emphasizing the importance of marketing.
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FROM TRANSACTIONAL 
MARKETING TO 

RELATIONSHIP MARKETING
In the past, the focus of marketing was on 

achieving sales in a very short time. In other words, 
making a single transaction with a customer. 
Attracting new customers was the primary 
responsibility of marketing. However, in 1990’s 
marketing’s focus has changed from creating 
immediate sales to the preservation of future sales. 
During the 1990s, marketing thinking moved 
towards the relationship marketing. The importance 
of building long-term customer relationships 
became apparent. Relationship marketing which 
means creating mutually beneficial relationships 
with customers has became a populer paradigm. 
Keeping the current customers, increasing their 
loyalty, growing the company’s business with 
current customers became as important as attracting 
new customers although acquiring new customers, 
selling something to a customer for the first time 
is still important. However, it is also the duty of 
marketing to ensure the satisfaction and loyalty of 
current customers. To put it differently, satisfying 
the customer to encourage them to purchase from 
the same company when a need rises and gaining 
the loyalty of the customers is as important as 
attracting new customers. Marketing management’s 
responsibility has changed from creating transactions 
to building successful relationships. 

The cement that binds successful relations is the 
two-way flow of value. That is, customers derive 
value from the relationship, which is converted 
into the value for the organization in the form of 
enhanced profitability.26 Relationship marketing 
focuses on the ’lifetime’ value of the customer. 
Think about a company producing sportswear 
ranging from sneakers to tracksuits that, which has 
a line of sportswear for kids, teenagers, adults and 
middle age people. Each of these customer groups 
is different from each other. Obviously, the need of 
a teenager is different from an adult. In transaction 
marketing, the aim of the marketer is selling to 
each customer segment and count each customer 
in a different group. In relationship marketing 
approach, the company recognizes that if it can 
satisfy the customer and establish a longterm 

relationship with the customer, the company may 
keep on selling sportswear to this customer during 
the lifetime of this customer. 27 

Relationship Bonds
Relationship marketing looking at customers 

as an individual and creating reliable bonds with 
them is a central goal in relationship marketing. 
Companies use three types of relational bond like 
financial, social and structural to retain their current 
customers and increase their loyalty. Undobtedly, 
satisfying customers’ needs and wants better than 
the competitors is essential to gain loyalty and the 
following bonding strategies may not work unless 
customer satisfaction is achieved. 

Financial Bonds
Through these bonds, company offers some 

incentives that have a financial value such as 
price discounts on purchases and loyalty program 
rewards such as the airline companies’ free miles or 
the cash-back programs provided by some credit 
card issuers.28 For instance, like many companies 
in Turkey, Mavi Jeans has a membership program 
which includes a card called Kartuş that offers 
financial rewards and incentives to its customers.

The Kartuş membership program brings you a 
world of color. Earn points for 5% of the value of any 
purchase you make with your Kartuş card and use 
these points for future. Be the first to hear about Mavi’s 
general and special campaigns and promotions, earn 
and spend points, win gift checks and take advantage 
of discounts, all with your Kartuş card. You can get 
your card immediately at stores or you can apply online 
on www.mavi.com! 29

Although providing economic incentives to 
current customers is important especially in times 
of economic problems, financial bonds may be 
easily broken by a competitor who provides more 
discounts or better financial rewards. 

Keeping current customers is as important as 
attracting the new customers.

important
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Social Bonds
In many cases customers and companies 

may have close personal and social relationships. 
Especially in service industries like banks, 
restaurants and insurance agents, the service 
provider and customers develop interpersonal 
relationships. Social relations between parties 
involved must be based on trust. 

A company that celebrates birthdays of its 
customers sees the customers as friends as well. A 
service provider greeting customers by their names 
and learning about their needs is, in fact, building 
a social relationship with customers, which is very 
important in the world of customers. Today, with 
improvements in communication technology, it 
is possible to build social relationships with the 
customers through several channels. Technology 
is used to identify and build a database of current 
and potential customers and deliver differentiated 
messages based on consumers’ characteristics 
and preferences.30 Therefore, a company with 
a good database may send different gifts to its 
loyal customers on their birthdays based on their 
hobbies and lifestyle. 

Brand communities are also interfaces to build 
social relations. For example, OMO, which is a 
detergent brand has a Women Club with many 
members. Not only the company interacts with 
the members in the club, but also it provides an 
opportunity for customers to interact with other 
customers. They suggest various solutions to other 
members’ problems and share experiences. 

Structural Bonds
A company that serves business customers could 

use structural bonds to build deeper relationships. 
Structural bonds are used generally in business to 

business marketing situations such as exporter-
importer and company-supplier relationships. 
Structural bonds include joint investments in 
projects and sharing of information, processes, 
and equipment. Some car rental companies offer 
travelers the opportunity to create customized 
pages on the firm’s website where they can retrieve 
details of previous trips, including pick-up and 
return locations, types of cars, insurance coverage, 
billing address, credit card details, and so forth.31

Today consumers have more participatory roles 
in their relations with the companies. Technology 
and social media have made consumer participation 
possible in many aspects of marketing process. 
Consumers may influence not only their friends 
but also the public opinion about the products and 
brands. Through Instagram and blogs they may 
suggest the brands they use to their followers, they 
may offer new products or new uses for the old 
products. Many consumers have been informed by 
the bloggers about products such as kinoa, chia, 
siyez flour and learned how to consume these 
products. Therefore consumers today are very 
important part of the companies’ communication 
strategies. Consumer participation is not limited to 
promoting products, they also may participate in 
product design and innovation process by offering 
new product ideas to companies.

You may visit http://acikinovasyon.org/ to 
learn about the activities of open innovation 
association which is a platform to get 
consumers’ ideas.

internet
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Customer Experience Is the Future of 
Marketing 

As someone who works in trenches with 
brands across the business landscape, I can 
confidently say that nearly every time I speak 
with clients, partners, colleagues, and industry 
peers, a debate about “the future of marketing” 
occurs. However, even if you’re not knee deep in 
marketing, a quick Google search would reveal 
to you that emerging marketing trends and 
predictions are seriously hot topics. In addition, 
while “the future of marketing” is something we 
should all be thinking about, there are many 
marketing practices “from the past” that are 
still vital to delivering exceptional customer 
service - and the overall customer experience 
is one of them. Why is that? Even though we 
may concentrate on big data, mobile, social, or 
content being the future of marketing, if you 
really think about it, all of these elements are 
only important in how they help us to enhance 
customers’ experiences with our brands.

In this era where customer is the king, every 
aspect of business—from strategies and processes 
to organizational structure and culture—is 
currently being remodeled to fit a customer-
centric frame. Yet, most marketers get so caught 
up in vanity metrics that they fail to really listen 
to their customers. This is a huge mistake because 
ultimately business success depends on how you 
treat your customers, especially now when they 
are in the driver’s seat. Where customers want 
to spend their money is no longer influenced by 
brand messages, but rather by the experiences 
they get from brands.

The signs are straightforward—the future, 
the metaphorical keys to the kingdom, will 
belong to those brands that create the most 
awesome customer experiences. And here’s why.

Why Customer Experience Is the Key to 
Success?

Customers equate brands with experiences. 
From customer service to the digital journey to 
retail ambiance, our association with a brand 
is based on how it makes us feel. For example, 
Apple users stick with the brand despite the 
products costing three times more than other 
similar products. That is because Apple values 
the customer experience which makes people 
respond accordingly. They are willing to pay 
a premium for great customer service and an 
excellent retail experience. Similarly, going to our 
favorite clothing retailer connects with us in a 
unique way. Just think about why and when we 
go to Target for just one thing, we can’t seem to 
make ourselves to leave the store, yet we can’t get 
out of Kmart fast enough.

Customers are more demanding than ever. 
Marketing research has discovered that it takes 12 
positive experiences to repair the damage caused 
by a single unresolved negative one. In today’s 
competitive business environment, even one 
negative experience is enough to lose a customer 
forever because people now are less tolerant 
toward poor encounters than ever before.Business 
and management textbooks cover the details of 
different managerial approaches. Each of negative 
customer reviews spread like wildfire. People are 
unlikely to forget a bad customer experience. 
An interesting statistic that indicates Americans 
tend to mention a good brand experience to 
an average of nine people, but will talk about a 
bad one to 16 people. However, keep in mind 
another important caveat. The only thing worse 
than a bad customer experience is an average, 
lackluster one since no one will remember those.

Angry customers can damage your brand. 
Amazon CEO Jeff Bezos hammered home the 
point when he said, “If you make customers 
unhappy in the physical world, they might tell six 
friends. If you make customers unhappy on the 
Internet, they can each tell 6,000 friends.” Today 

Further Reading
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it’s commonplace for an angry customer to spew 
venom on the Internet after a bad experience, 
whether through their Facebook status, or posts 
on the brand’s Facebook page, a tweet, review, or 
forum thread. This can spell disaster for a brand’s 
image. Once the words are out there on the 
Internet, they can not be unseen. With customers 
seeking personalized interactions with their 
favorite brands, it is important for companies to 
connect with them in a way that goes way deeper 
than the usual ‘brand-consumer’ relationship. To 

that end, brands need to serve up nothing short 
of stellar customer experiences throughout the 
purchase journey and even beyond.

Source: Newman, Daniel (13 October 2015). 
Rethinking the Manager’s Role. MIT Sloan 
Management Review, 58, 1. https://www.
forbes.com/sites/danielnewman/2015/10/13/
cu s tomer - expe r i ence - i s - the - fu tu re -o f -
marketing/#7932d68a193d (accessed in 30. 07. 
2018)

WE INSTILL HOPE FOR FUTURE
With the “Green Road Project”, which 

started in 2004 with the motto “To lose green is 
to lose life” which still continues, the aim is not 
only carrying out an environmentalist activity 
by OPET, but also an environment’s awareness 
that spreads over the society with the awareness 
and collaboration work on the matter. Within 
the “Green Road Project”, 590.252 plants have 
been planted so far at 680 stations and treeless 
areas determined by municipalities. Stations and 
their vicinity, parks and boulevards at city centers 
were made green areas and OPET forests were 
established around the provinces. Green work 
still continues within the scope of the project.

OPET aims to turn the “Green Road 
Project”, which started to emphasize on 
desertification of the Earth and dangers of living 
in arid environments in foreseeable future, into 
a collective movement that embraces the entire 
country. For this purpose, it was suggested with 
the involvement of other companies on land 
routes that roads would be transformed into 
a “Green Chain”. It was aimed for the project, 
which was actualized by participation of all 
settled units such as fuelling stations on the 
highways, hotels, shops, to grow even bigger.

OPET started firstly with children to raise 
awareness in society with training courses and 
sapling planting events in the project which was 
carried out by aiming to protect the flora through 
long termed afforestation initiatives. In the events, 
where the importance of the Green was explained 
on June 5, World Environment Day, elementary 
students were given story books pinting out the 
importance of protecting nature and OPET 
customers along with receiving hundreds of 
houseplants. Other educational activities were 
also held on the importance of trees and green 
fabric in living life and various brochures were 
prepared and distributed to different channels.

Carried out by targeting the protection of 
flora by long termed afforestation initiatives, the 
project aims at a greener Turkey.

Discuss:
Discuss if the Green Road project of OPET 

may affect the automobile owners’ decision to 
buy gas from OPET.

Discuss how the Green Road project may 
affect the citizen’s attitudes towards the company.

In Practice
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LO 1 Defining marketing and relevant concepts 
that help to understand marketing better

Marketing is defined as the activity, set of institutions, and 
processes to create, communicate, deliver, and exchang offerings 
that have value for customers, clients, partners, and society. 
In order to understand the meaning of marketing we need to 
clarify the concepts of needs/wants, exchange, market, market 
offering and perceived value. Exchange is an act of obtaining 
a desired object like a product from someone (marketer) by 
offering something like money in return. Companies offer 
some combination of products, services, ideas, or experiences to 
a market in the exchange process and by this market offerings, 
they satisfy the needs or wants of consumers. The market 
consists of all current and potential customers of a product 
and there must be people who have a need, resourcess and 
willingness to buy a product for a market. Customer perceived 
value is the customer’s evaluation of the difference between all 
the benefits and all costs of a market offering relative to those 
of competing offers. 

LO 2 Explaining the marketing mix elements 
briefly

Companies plan and conduct many different marketing 
activities to satisfy their consumers. These activities are very 
broad and while some are about product, others are about 
pricing, advertising etc. Marketing mix concept classifies 
different activities as 4Ps of marketing. In other words, 
marketing mix consists of a set of marketing tools which is 
known as 4Ps of product, price, place and promotion. The 
4Ps of marketing mix have the advantage of being both widely 
recognized and easy to remember. Product includes goods, 
services, ideas offered to the packaging, labeling, branding are 
examples of product decisions. Pricing is charging customers 
for the goods and services provided by company and price 
is the only element of marketing mix that provides revenue 
to the company. Place decisions are about establishing the 
right channels to distribute the products from the producers 
to consumers. Finally, promotion includes activities like 
advertising, sales promotion, personal selling, direct marketing 
and public relations and publicity to establish communication 
with the customers.
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LO 3 Distinguishing the differences among the 
marketing management orientations

The priority of companies in carrying out their marketing 
activities may differ based on their marketing orientations. 
Marketing orientation of a company shows its guiding 
philosophy in marketing decisions and practices. Production 
orientation is the oldest philosophy, and based on this 
orientation producing as much as possible and keeping prices 
low is a good business strategy. Product orientation suggests 
making the best possible product and companies that adopt this 
philosophy emphasize on product development, improvement 
and product quality. Companies that adopt sales orientation 
heavily uses advertising and selling to make a sales transaction 
in the short run. Marketing orientation gives customers the 
highest priority while conducting business and thinks that 
customer satisfaction is the key to the company’s success. 
The societal marketing concept is the newest of marketing 
orientations and suggest that marketing strategy should deliver 
value to customers in a way that maintains or improves both 
the consumer’s and society’s well-being.

LO 4 Understanding the evolution of marketing 
from transactions to relationships

Generally, a company has two types of customers as current 
customers and new customers. In the past, companies’ 
priority was to attract new customers and they did not think 
much about current customers. Marketing activities were 
focused on creating transactions, which means making a sale 
to a customer. Relationship marketing has occured as a new 
paradigm in marketing, which emphasizes establishing long 
run relationships with customers. Loyal customers are a big 
asset for companies and satisfying the customers is necessary for 
customer retention. Companies use relational bonds to increase 
the loyalty of their current customers. There are three types of 
relational bonds as financial, social and structural. Providing 
price reductions to loyal customers is an example of financial 
bonds. Establishing customer clubs is a way to social bonds 
while customizing products to special needs of customers 
creates structural bonds.
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1  Which of the following marketing orientations 
may lead to marketing myopia?

a. Product
b. Sales
c. Marketing
d. Societal marketing
e. Customer

2  Which of the following terms is used to 
explain the act of obtaining a desired object from 
someone by offering something in return? 

a. Transaction
b. Exchange
c. Offer
d. Relationship
e. Marketing

3  Which of the following marketing mix 
elements consist of a mix in itself?

a. Promotion
b. Product
c. Price
d. Place
e. Process

4  Which of the following is defined as the 
short term incentives being offered to consumers 
to create short term sales?

a. Promotion
b. Personal selling
c. Sponsorship
d. Sales call
e. Sales promotion

5  If a company wants to conduct a promotion 
campaign which of the following tools would not 
be the part of the campaign?

a. Sales promotion
b. Labeling
c. Advertising
d. Publicity
e. Direct marketing

6  Which of the following marketing approaches 
is concerned with the life time value of customers?

a. Transaction marketing
b. Internal marketing
c. Relationship marketing
d. Social marketing
e. Societal marketing

7  Which of the marketing mix elements 
provides revenue for the company?

a. Price
b. Promotion
c. Product
d. Place
e. People

8  Which of the following is not a decision 
about product variable of marketing mix?

a. Labeling
b. Packaging
c. Warranty
d. Retailing
e. Branding

9  Which of the following is not a way to 
increase customer perceived value?

a. Decreasing the price of the product
b. Decreasing the cost of product by providing 

free maintainance
c. Increasing the quality of the product
d. Increasing the image of the product in a way to 

provide status
e. Increasing the delivery time of the product 

10  A hotel’s marketing manager wants to create 
some experiences for customers. Which of the 
following is not an experience option for the hotel?

a. Escapist
b. Environmental
c. Esthetic
d. Entertainment
e. Education
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If your answer is incorrect, review 
“Marketing Management Orientations”

1. a If your answer is incorrect, review 
“Relationship Marketing Concept”.

6. c

If your answer is incorrect, review 
“Marketing Mix Concept”.

3. a If your answer is incorrect, review 
“Marketing Mix”.

8. d

If your answer is incorrect, review 
“Exchange Concept”.

2. b If your answer is incorrect, review 
“Marketing Mix”.

7. a

If your answer is incorrect, review 
“Marketing Mix”.

4. e

If your answer is incorrect, review 
“Marketing Mix”.

5. b

If your answer is incorrect, review 
“Customer Perceived Value”.

9. e

If your answer is incorrect, review 
“Marketing Offerings”.

10. b

Is a smart phone a need or a want?

Lösev is a non-profit organization. Try to explain the exchange 

process between Lösev and Volunteers.

your turn 1

your turn 2

As explained in the relevant part, the distinction between need and want may 
not be clear everytime. Needs of a consumer may be physical, psychological 
or social. A smart phone may satify the need for belongingness as you 
communicate with your friends and family. It may satisfy the need for self-
esteem as a person shares her/his designs, paintings or photos with others and 
get the appreciation of others. Please search about the Maslow’s hierarcy of 
needs.

LÖSEV, try to create solutions for all kinds of health problems of children 
with Leukemia. When a child needs blood, blood, they reach volunteers, 
makes announcements in crowded centres or even asks for media support to 
find the appropriate blood. Therefore, in the exchange process, the volunteers 
spend their time and energy to support the organization. In other words, they 
offer/give their time, knowledge and energy. In return, Lösev offers them the 
opportunity to do something very valuable for the society.

S
uggested A

nsw
ers for “Test Yourself”

S
uggested A

nsw
ers for “Your Turn”
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Please search what type of experiences Turkish Airlines offer to 

its passengers

Think about your favorite soft drink. What are the marketing mix 

elements for this soft drink brand?

Listening to music is very important to all people. Give examples of the 

products and services that are used to satisfy this desire for the last 10 years.

your turn 3

your turn 4

your turn 5

Throughout the passengers’ journey with THY chefs present the finest 
examples of Turkish and world cuisine, served up on stylish porcelain 
tableware. Therefore, a foreign passenger will experience and learn the local 
Turkish cuisine and the flight will provide an educational experience. It has 
an inflight entertainment system with a wide selection of musical genres and 
many artists. THY claims that they transform the passengers’ flight into an 
entertainment extravaganza with the latest films, documentaries and current 
affairs programs in or with its inflight entertainment system. Hence, the flight 
with the airline company will provide an entertainment experience.

Please specify one of your favorite soft drinks. Then, visit a super market or 
grocery store and observe the followings:
Product: Container of the drink (package), its label, brand name, logo, colour, 
size, taste
Place: In which type of stores the product is sold 
Promotion: Watch the advertisements of the product; observe if the product 
has sales promotions such as coupons and gifts
Price: What is the price of the product?
After these observations, evaluate if the product has a good, coordinated and 
integrated marketing mix.

It has been about ten years that it has been possible to download a song over 
the internet. The products that are used to listen to music have changed over 
time. In the 1970’s cassette tapes were widely used to listen to music. In this 
device, after music played on one side of the cassette ended, the other side was 
turned over to listen to more songs the other side was turned over.  
In around the same time, we used CDs (or Compact Disks) and CD players 
to listen music. It was possible to skip to songs wanted by CDs. Thereafter, 
in 1992, we started to use Mini Disk players. In 2001, music listeners were 
introduced to the iPod and it was possible to upload songs digitally for the 
first time. In 2007, it became possible to download melodies and listen to 
music directly. Now, it is possible to listen to music through phones, and 
download songs desired over the internet. There are softwares like Spotify that 
makes it possible to isten to music without downloading.
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S
uggested A

nsw
ers for “Your Turn”

Please compare sales concept and marketing concept in terms of the 

marketing activities that are important for applying these concepts.

your turn 6

If a company’s marketing activities are guided by sales concept, the company 
will use personal selling, sales promotion and advertising heavily. Of course a 
company that adopts marketing concept will also use these activities. However, 
the company will use not only the promotional tools that may result result 
in short term sales, but also all the marketing mix elements in a coordinated 
and integrated way.
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Describe the elements of strategic marketing
plans

Define strategic planning and its role in
marketing

Explain  strategic planning process;  values,
mission and vision, portfolio analysis and
growth strategies

Eplain the contents of an annual marketing
plan3

1 2
4

Chapter Outline
Introduction
Strategic Planning and Its Role in Marketing 
Strategic Business Planning
Strategic Marketing Plan
Annual Marketing Plan

Key Terms
Strategy
Planning

Mission and Vision
SMART

Business Portfolio
Growth Strategies

Downsizing Strategies
Situational Analysis

Target Market
Marketing Mix

After completing this chapter, you will be able to:

Strategic Marketing   
Planning 
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INTRODUCTION 
“If you do not know where you are going, any 

road will get you there”. 
    Lewis Carroll   
Every day that 

we begin as an 
individual, we have 
several plans for that 
day and we aim to 
spend our day based 
on them. Otherwise, 
we would end up 
spending a goalless 
day to no purpose and 
will not accomplish 
anything at the end 
of the day. When we take a look at the reasons why 
we were Business Administration majors, we could 
list reasons such as having a bachelor’s degree, 
reinforcing ourselves for a better career and doing 
our work according to its requirements. Based on 
these reasons, we make plans to help us reach our 
goals. In other words, we determine a road map 
for a position where we want to be, and obtain 
successful results through acting upon it. As stated 
above, if you do not know where you are going, 
any road will get you there.

Therefore, both individuals and companies need 
to establish strategies in order to reach their goals. 
The strategy term was firstly coined as a military 
concept. Since the war, starting from 1950’s, it has 
become a concept which has also made sense for 
organizations during the globalization process of 
corporations. The Turkish Language Society defines 
the concept as “The art and science of utilizing 
political, economic, psychological and military 
powers together to provide the utmost support to 
the policies adopted in peace and war by a nation 
or a group of nations. For corporations, “strategy is 
establishing the fundamental purposes and goals of 
a corporation and determined methods to allocate 
necessary resources in order to achieve these goals.” 

This second chapter aims to explain the 
importance of a company’s wide strategic planning 
and its role in marketing. Firstly, we will look 
into values, mission, vision, objectives, goals and 
portfolio design, growth and downsizing strategies 
as a part of strategic business plan. Thereafter, 
strategic marketing plan will be explained which 
includes components such as situation analysis, 
marketing objectives, target marketing and 
marketing mix. Finally, annual marketing plan will 
be explained briefly. 

STRATEGIC PLANNING AND 
ITS ROLE IN MARKETING

Definition of Strategic Planning 
Strategic planning is a participatory and flexible 

planning process. It allows corporations to create a 
prudential vision, a mission, long term goals and 
objectives and fundamental principles. It includes 
strategies to follow in order to reach the established 
goals, performance criteria, allocation of the 
resources and developing measurable indicators to 
monitor and evaluate the operations.1 At the same 
time, strategic planning can also be defined as a 
development and continuation process of strategic 
compatibility between goals and means of the 
corporation and market opportunities.

For companies, which are especially in the 
process of institutionalisation, the most important 
starting point is considered as planning the strategy 
and setting a road-map for the future. Companies 

Strategy is “defining policy for the goal”.

Strategic planning is “the road map which 
shows how to get from the current position 
to the desired position.”

Strategic planning sets 
stages for the rest of the 
planning in a company.

important
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which don’t prepare strategic plans, will not be able 
to proactively prepare themselves for the future. 
The process of strategic planning is designed for 
the future and future scenarios are considered for 
strategy formulation. Moreover, due to strategic 
planning, managers in corporations gather by 
sharing a common goal and act together.

Corporations usually make strategic, long-
term and short term plans. Strategic plan involves 
a company’s adaptation in order to turn chances 
that appear in an ever-changing environment into 
opportunities. Long-term planning includes all 
corporation-wide topics such as growth, markets 
and product lines.2 For example, it may allow a 
company that is in the business of electrical home 
appliances to be able to enter into new major 
markets, plan new product introductions and 
update their manufacturing technologies.

Short-term planning is the responsibility 
of middle and lower-level management and 
generally involves a timeline of a year or less. More 
specifically, it has to be intrinsically in accordance 
with the long-term intentions of the company.

Levels of Planning
The planning of marketing strategies for a 

company is formed by considering three different 
levels of planning. These are:3 

Strategic business (corporate) plan. This level 
of planning establishes the mission, vision, values 
and long-term goals of a company and formulates 
strategies to accomplish those goals. Afterwards, 
company-wide goals and strategies provide a 
framework to plan different functional areas such 
as production, finances, human resources, research 
and development and marketing.

Strategic marketing plan. Upper-level 
marketing managers put forward goals and 
strategies for a company and its marketing efforts.  

A strategic marketing plan has to be in coordination 
with the company-wide plan.

Annual marketing plan. It generally comprises 
of a specific period which is usually annual in 
nature and prepared through taking a strategic 
marketing plan as a baseline.

A strategic business plan comprises of four 
stages. These are:

•	 Defining	the	values,	mission	and	vision	of	
the company

•	 Situation	analysis
•	 Establishing	organizational	goals
•	 Selecting	strategies	to	reach	those	goals
This process can be observed in the upper 

section of Figure 2.1. The first level of planning 
that consists of establishing the values, mission and 
vision affects the succeeding processes.

Situation analysis which constitutes the second 
level has a vital role in planning. Since the strategic 
plan is affected by many internal and external 
factors facing the company, information about 
these factors must be gathered and analyzed.  

Establishing corporate goals acts as a guideline 
for a company to accomplish its mission. At 
the same time, goals provide standards for 
performance evaluation. 

At the last level where a company establishes 
a course of destination, suitable strategies are 
selected to define how the company will reach 
where it wants to go. Corporate strategies involve 
the fulfillment of a company’s mission and 
comprehensive plans of action to accomplish its 
goals. If a company is small sized or has limited 
product line, strategies are selected for the whole 
company. However, if it is a big company, different 
strategies can be established for the company’s 
departments and products.  In a research about 
strategic planning, it has been observed that 70% 
of companies prepare strategic plans and 90% of 
these companies believe that strategic planning is 
effective. Though, according to the data in recent 
years, only 12% of the small scale companies with 
an employee count of less than 500 prepare long 
term written plans.

Strategic planning requires participation 
from both upper-level management and 
employees who are responsible for planning.
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 Levels of Planning

Strategic Business (Corporate) Plan

Strategic Marketing Plan

1. De�ning the company’s values, mission and vision
2. Performing a situational analysis
3. Setting the company’s objectives and goals
4. Establishing suitable strategies

1. Performing a situational  (SWOT) analysis
2. Setting marketing goals and objectives
3. Establishing positioning ve di�erentation advantage
4. Selecting the target market and measure the market
demand
5. Formulating marketing mix

Annual Marketing Plan

Application and Evaluation

Prepare an annual marketing plan for each 
 product and business unit

Figure 2.1 Three Levels of Corporate Planning

Source: Etzel et al., 2007, p. 563

Compare strategic business 
plan, strategic marketing plan 
and annual marketing plan.

1

STRATEGIC BUSINESS 
(CORPORATE) PLAN

As mentioned above strategic business 
(corporate) plan includes a the mission, vision, 
values, long-term goals of the company, and 
formulates strategies to accomplish those goals. 
Now, we will discuss them in detail. 

Values
Values are principles and shared beliefs that 

unite customers, business, managers and staff. 
Values must be expressed in a clear and concise 
fashion. For example, the values of a company may 
be as follows:
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•	 Customer	satisfaction
•	 Employee	satisfaction
•	 Ethical	sense	of	management
•	 Serving	the	public
•	 Environmentally	conscious		business	applications

Values are not empty slogans 
or meaningless ideals

important

                                                                        Some of the Values of Vestel

At Vestel Group of Companies (“Vestel”), we focus on creating value for the society and touch

the lives of hundreds of millions of people in 155 countries around the world with the aim of building 

a more livable world for all.

We are an entrepreneur, an innovator and a pioneer.

We are honest, hardworking and responsible.

We are open, reliable and transparent.

We believe in the power of producing together.

We operate with the aim of creating value for our country and society.

We aim to contribute to our country.

We manage our activities with an understanding of sustainability.

http://www.vestelinvestorrelations.com/en/sustainability/social-awareness/our-values.aspx

Mission 
Mission explains the existential purpose of 

businesses. Usually, the purpose of their existence is to 
accomplish a specific mission in society.4 The mission 
of a business explains its task which serve as guidelines 
to make decisions for all related matters involved in 
business. The mission statements should be clear, 
short and less than two paragraphs.5 For example the 
mission statement of Migros is as follows: 

“Providing a unique shopping experience through 
its ultimate service approach, pioneer applications, 
broad product portfolio and family budget friendly 
pricing strategy. Creating value for all stakeholders 
through its eco friendly and community-focused 
operational approach.”

Once the mission is defined, the business should 
openly state its areas of activity, customers and 
current performance.6 Information coming out of 
the situational analysis is used to specify these aspects. 

Businesses can make changes in their mission 
statements in response to the changes over the 
course of time. For example Tesla’s mission 

statement was to accelerate the world’s transition 
to sustainable transport. The company changed its 
mission recently as “Tesla’s mission is to accelerate 
the world’s transition to sustainable energy”.7

The businesses’ internal and external situational 
analysis must be performed in the process of creating 
the mission statement.8 Identifying goals and the 
mission of the business provides the base structure 
in evaluating the whole administrative process, 
including analysis for strategic management process, 
setting a path, choosing strategy and application.9 

Vision 
While a mission states the fundamental reason of 

existence of a business, vision reflects the businesses’ 
future. Vision establishes where a company wants 
to be in the future over a specific period of time and 
how it wants to appear. For example Koton which is 
an important fast fashion company of Turkey states 
it vision statement like the following:

“By 2023 throughout the 5 continents, we will be 
the fast fashion brand, having the richest and the most 
favorite collections.”

Mission is a statement of the organization’s 
purpose.

Vision states the standards for the  future 
success of a business.
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The future intentions and priorities of a business 
must be clearly stated. By establishing where the 
business is today, and where it will be 5 years from 
now, business managers and staff can better focus 
on strategic planning activitites.

After defining values, mission and vision, a 
company should conduct a situational analysis that 
examines the micro and macro environment of the 
company. We will discuss situational analysis in 
stratergic marketing planning part in detail.

Goals and Objectives 
Goals represent the future status that a business 

intends to reach. These goals are accomplished in 
line with established strategies and mission. Goals 
can be defined as general results that businesses 
strive to get.

Establishing goals is the duty of upper-level 
management. similar goals. Managers and the 
Board decide which goals a business should aim to 
reach. At this stage, it is important to remember 
that while all companies are in business life to 
reach a goal, employees also have similar goals.10

Objectives are short-term stages which are 
necessary to achieve goals. In addition, objectives 
have clearer and measurable properties. Although 
goals can be intangible, objectives have to 
be absolutely tangible and numeral such as 
“increasing the market share of a product in Turkey 
from 10 % to 20 %”. Businesses put forward 
their understanding and comprehension through 
values, their commitment through a mission and 
the direction of their commitment through their 
objectives. Therefore, objectives are born from 
missions and values. Another characteristic of 
objectives is the fact that they must be convertible to 
strategies and approaches. 

Using the S.M.A.R.T. philosophy helps an 
institution to set better objectives. S.M.A.R.T. is 
an acronym that is used to guide the development 
of measurable goals. (Figure 2.2):

Goals are the basis of strategy formation 
and also provide standards for performance 
evaluation.

Objectives determine what a business needs 
to accomplish.

Explain the difference between 
objectives and goals.

2

Speci�c Measurable Attainable Relevant Time Based

Figure 2.2 Smart Objectives
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Specific: It answers the questions “what is to 
be done?”,“how will you know it is done?”, and 
describes the results (end product) of the work to 
be done.

Measurable: It answers the question of “how 
will you know it meets expectations?”, and defines 
the objective using quantifiable terms (quantity, 
quality, frequency, costs, deadlines, etc.).

Achievable: It answers the questions of “can 
the person do it?”, “Can the measurable objective 
be achieved by the person?”, “Does he/she have the 
experience, knowledge or capability to fulfill the 
expectation?” It also answers the question “Can it 
be done giving the time frame, opportunity and 
resources?”

Relevant: It answers the questions of “should it 
be done?”, “why?” and “what will be the impact?”

Time-Oriented: It answers the question “when 
will it be done?”  It refers to the fact that an objective 
has end points and check points built into it. 

Business Portfolio Design 
After businesses’ mission and pertinent goals 

are established by management, the next stage 
involves identifying strategic business unit(s) that 
constitute the business and to perform a portfolio 
analysis in order decide the allocation of resources 
to different business units. The design of a solid 
business portfolio should be able to bring out 
the strengths of the business within the frame of 
environmental factors and turn weaknesses into 
oppurtunities. While some companies allow their 
strategic business units more freedom in setting 
sales, profitability goals and establishing relevant 
strategies, some other companys’ upper-level 
management may adopt a more restricted approach 
to develop their own strategies by putting forward 
pre-set goals for strategic business units in advance. 
In practice, the frequently encountered process is 
that the upper-level management sets the goals and 
contribute to the process of strategic business unit 
strategies development.12 

Business portfolio planning is a two-stage 
process. In the first stage, the business decides 
which business fields should receive more or less 
investments by analyzing the present or current 
business portfolio. In the second stage, growth or 
downsizing strategies need to be developed which 
will be effective in shaping the future portfolio.

Business Portfolio Analysis
Today, businesses are growing and turning into 

organizations with multiple fields of activity. Not 
only large-scale businesses, but also middle-sized 
companies carry on their activities on national 
and international markets. The fact that business 
managements continue their activities in different 
areas have led to the evaluation of these different 
business units. Strategic business units of a 
company may be a product group which has its 
own strategies and plans compatible with the unit’s 
own mission, competitors and general strategic 
plans of the business.  A single product or brand 
may also be a strategic business unit of a company.   
At this stage, the management has to analyze all 
different business units and decide about the future 
of each of them.  While a number of businesses 
evaluate their strategic business units unofficially, 
others evaluate by preparing portfolio plans.13 

Corporations use different portfolio planning 
methods. In this chapter, we will explain the 
Boston Consulting Group (BCG) Matrix which is 
a very popular tool used for portfolio planning.  

Boston Consulting Group Matrix
The BCG matrix which takes after the 

abbreviation of the Boston Consulting Group, 
is essentially a chart which was developed by the 

SMART goal setting brings structure and 
trackability into a company’s goals and 
objectives.

Business portfolio is the collection of 
businesses and products that make up the 
company.

Portfolio Analysis is a process by which 
management evaluates the products and 
businesses making up the company.
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firm’s employee Bruce Henderson in 1970 to 
assisst businesses in examining their business units 
and product lines.14

BCG Matrix asserts that each strategic business 
unit is a profit center on its own, and each plan 
created for each business unit will create the 
business’ plan at the highest level. In this approach, 
all strategic business units (SBU’s) of a business with 
diverse products and investments is grouped in a 2x2 
matrix called growth-market share matrix. Whereas 
the market growth rate in vertical axis (sales increase 
rate) exists to measure the attractability of the 
market; relative market share in the horizontal axis 
shows the power of the business against competitors 
in the market. All the profits and cash acquired from 
each of the strategic business units are considered to 
be connected with the market share of the product 
and high profit margin is related to high market 
share as a principle.15

As discussed earlier, due to the fact that 
portfolio analysis has begun by setting up growth-
market share matrix within the BCG matrix, 
initially each SBU or product sales are is divided by 
sales of the biggest competitor in order to calculate 
market share. Subsequently, year over year, the 
market growth rate or the sales rate of a product 
is calculated. As the market growth rate exists in 
the vertical axis, relative market share exists in the 
horizontal axis growing from right to left. In the 
matrix, the strong cash flow products are on the 
left; and the weak cash flow or negative cash flow 
products are on the right.16 The growth-market 
share matrix can be observed in Figure 2.3. 

Figure 2.3 Growth-Market Share Matrix

As it is seen in the  growth-market share matrix, 
SBU’s are characterized in four quadrants such 
as	Stars,	Question	Marks,	Cash	Cows	 and	Dogs.	
These groups are explained as follows:17

•	 Stars	are	the	products,	brands	or	divisions	
that	have	a	high	growth	rate	and	high	
market	share.	In	order	to	support	their	
rapid	growth,	heavy	investment/cash	usage	
is	required.	Their	growth	slow	down	over	
time	and	they	become	cash	cows.

•	 Cash cows	are	the	SBUs	which	have	low	
market	growth	rate	and	high	market	share.	
These	established	and	successful	business	
units	require	less	investment	to	keep	their	
market	share	and	fall	within	the	lower-left	
corner	of	the	matrix.

•	 Question Marks or Problem Children 
are	business	units	with	a	high	growth	
rate	yet	low	market	share.	Which	of	the	
products	in	this	group	have	potential	to	
become	a	Star	is	an	important	decision	for	
the management.

•	 Dogs	are	the	products,	brands	or	divisions	
with	both	low	growth	rate	and	low	market	
share. Although they can generate enough 
cash	to	be	self-sufficient,	they	don’t	have	
potential	of	generating	high	amounts	of	cash.

In this matrix SBUs called question marks and 
dogs are problematic. After deciding the position 
of each of the SBU’s in the matrix, the future role 
of each SBU has to be set. Managers may follow 
one of the four strategies called “build”, “hold”, 
“harvest”, “divest” according to the SBU’s situation. 
If the company decides to improve the stuation of 
an SBU it can allocate more budget or it can invest 
more to build the share of that business unit. If the 
company is happy about the current situation of 
the SBU and wants to keep it as it is, the company 
may only invest to hold the unit at that level. 
Sometimes a SBU may provide a lot of cash flow 
to the company and in harvesting strategy the 
company may use the cash coming from this unit 
to finance other units. Of course sometimes the 
companies follow divesting strategy especially for 
the question marks or dogs by selling this unit to 
another company.  

BCG matrix and other matrices undoubtedly 
make great contributions to strategic planning of 
businesses. However, this situation should not mean 
that matrices do not have limitations or drawbacks. 

Relative Market Share

High Low

Cash cows

Stars

Dogs

 Question marks
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These matrices are difficult to apply, have a high-
cost and take time to be prepared. When defining 
SBUs, various hardships are encountered while 
measuring market share and growth. In addition, 
these approaches classify the present SBUs of 
the company but do not provide much of an 
insight regarding future plans. Official planning 
approaches focus heavily on growth by penetrating 
attractive markets or market share growth. As a 
result of adopting these approaches, businesses may 
enter new markets with a high growth rate which 
are unfamiliar to them and irrelevant to their field 
of operation that may lead to undesirable results. 
At the same time, these businesses rapidly abandon 
their jobs which are in a good state or liquidate 
them, consequently causing their downfall. 
However, as a result of these unfavorable issues, 
highly expanded businesses adopted the approach 
of focusing on one or more industries which ever 
better suited for them.18

Developing Growth and 
Downsizing Strategies 

Companies need strategies to grow in a 
competitive environment. Growth means more 
production, more sales, more employement 
and what is important for companies is healthy, 
profitable and sustainable growth. Like growing 
downsizing, which means reducing the number of 
SBUs, products is a fact of business world. 

Growth strategies
Businesses employ a variety of methods in order 

to achieve growth. Igor Ansoff states that the best 
ways to achieve growth lies within the product-
market vector. Also called “Ansoff Matrix”, the 

product-market matrix was developed by Igor 
Ansoff in 1957. Considered as the pioneer and 
father of strategic administration, Ansoff is 
remembered as a management guru thanks to the 
numerous studies he conducted.19

The matrix based on product and market 
developed by Ansoff in order to create strategies is 
also	 called	 product/market	 growth	 grid.20 In the 
Ansoff Matrix, markets including the businesses’ 
manufactured products are evaluated. The decisions 
are made while considering the present and newly 
manufactured products as well as new markets 
that are going to be penetrated. Ansoff Matrix is 
illustrated in Figure 2.4 

Market Penetration Strategy: In the growth 
matrix, the first strategy is market penetration 
strategy. In this strategy, a business continues its 
operations with the present products in its present 
markets. Therefore, the business can profoundly 
penetrate the market, in other words increase the 
sales of its existing products in its current market. 
There are three options for a business that wants to 
penetrate the market. These options can be listed 
as follows: 21

Growth-share matrix is a portfolio-
planning method that evaluates a company’s 
strategic business units in terms of their 
marketgrowth rate and relative market share.

These matrices are difficult to apply, have 
high-cost and take a long  time to prepare.

important

Product/market	expansion	grid	(Ansoff	
Matrix) is a portfolio planning tool for 
identifying company growth opportunities 
through market penetration, market 
development, product development, or 
diversification.

 • existing products
 • existing markets

market
penetration

market
development diversification

• existing products
• new markets

• new products
• new markets

• new products
• existing markets

product
development

Figure 2.4 Product/market expansion grid



33

2Principles of Marketing

•	 Increase	the	usage	ratios	of	present	
customers:
-	 Companies	may	encourage	current	

customers to use more of the product. 
For	example,	new	receipts	on	the	
package of a food product, food 
bloggers’	suggestions	about	he	new	
uses	of	an	old	product	may	increase	
product sales.  

•	 Attracting	the	customers	of	the	
competitors:
-	 Differentitating	the	brand	from	the	

competitors,	offering	more	benefits,	a	
better	price	may	attract	the	customers	
of	competitors	who	are	looking	for	
better	options.		

•	 Converting	people	who	don’t	use	the	
product	into	customers:
-	 Introducing	new	usages	for	a	product	

may	convert	some	non-users	into	
product users.For example a person 
may	not	like	to	consume	cereals	for	
breakfast	but	introducing	cereal	as	a	
healty	substitute	for	flour	may	attract	
diet	conscious	consumers.	Discounts,	
incentives	also	may	be	used	to	attract	
new consumers.

Upon examining the Starbucks market 
penetration strategy, it is recognized that Starbucks 
managers had a brainstorming session to find out 
how they could penetrate the market without 
changing their products and then decided to open 
new branches and make it easier for customers to 
visit the coffee shop in order to increase sales. For 
the purpose of achieving this, Starbucks opens up 
27 different stores every week. In advertisements, 
pricing, service, menu selections and store design 
improvements all encourage customers to stop by 
more frequently and make more purchases every 
visit. Starbucks also issued various credit cards for 
its clients and with these cards which enabled its 
customers to purchase Starbucks merchandise at 

a discount and earn gifts. Additionally, Starbucks 
strives to create menus according to the palatal 
delights of the locals of the country where the store 
opens. These policies are also observed among the 
rapidly growing body of Starbucks stores that exist 
in Turkey.

Market Development Strategy: In the growth 
matrix, the second strategy is market development 
strategy. Companies using this startegy to grow, 
search for new target markets for their current 
products. 

Following are the alternative ways of market 
development: 22

•	 Get	into	additional	geographical	markets
-	 Regional	expansion
-	 National	expansion
-	 International	expansion

•	 Entering	different	market	sections:
-	 Developing	product	lines	for	different	

market	sections
-	 Entering	other	distribution	channels
-	 Increasing	promotions

Considering market development practices of 
Starbucks; it becomes clear that managers are re-
evaluating new demographic markets and are also 
working towards encouraging new groups, elderly 
customers, and ethnic groups to stop by their stores 
and try their products. Furthermore, managers 
keep working on new geographical markets. 
In addition, to develop markets of Southeast 
and Southwest America, practices are done on 
international markets through increasing number 
of stores in Asia, Europe, Australia, Latin America 
and South America.

Product Development Strategy: Companies 
that follow product development strategy focus 
on developing new products or making changes in 
existing products to turn them into new products. 
The alternative ways of product development 
strategy are as follows:

Market Penetration is a strategy for 
company growth by increasing sales of 
current products to current market segments 
without changing the product.

Market development is a strategy for 
company growth by identifying and 
developing new market segments for current 
company products.
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•	 Getting	people	to	adapt	to	new	products	
and	changes	made	(color,	form,	aesthetics,	
model etc.)

•	 Maximize,	minimize,	re-arrange	and	merge
•	 Developing	products	with	different	

features
•	 Developing	products	in	new	models	and	

sizes

When the product development strategy of 
Starbucks is examined, it can be asserted that 
managers increased the number of food selections 
to lure customers for lunch and dinner which 
consequently has led to an increase in average 
spending amount of customers. Starbucks also 
made partnerships with other businesses to be able 
to sell their coffee in super markets and expanded 
their market by presenting new products such as 
coffee cream.

Diversification Strategy: In diversification 
strategy, business focuses on developing new 
products and selling these products to new 
markets. This strategy involves both product and 
market diversification. It focuses on growing the 
business by finding new industry branches which 
are alluring in terms of sales and profitability and 
becoming successful in new products and new 
markets. 

Downsizing Strategy
Sometimes companies choose downsizing 

instead of growing. However it is not a much 
preferred strategy since it may create a negative 
impression about the company and success of the 
company	 and/or	 managers	 may	 be	 questioned.		
Downsizing	 strategy	 is	 employed	 as	 savings	 or	

partial/complete	 liquidation.24 The fundamental 
purpose of the downsizing strategy is increasing 
efficiency.	 Downsizing	 strategies	 are	 employed	
either by changing the business field or without 
making a change in the business area.  

Provided that a business is losing its influence 
or competitive advantages in a market or has 
already lost it with a reduced competitive capacity, 
the employed strategy is downsizing by changing 
the	 definition	 of	 the	 present	 job.	 Downsizing	
may be in savings as well as complete or partial 
liquidation. In other words, the business stops 
the manufacturing of one or all of its products or 
shut down its operations partially or completely. 
The positive aspect of this strategy is the fact that 
the business can reduce its activities to reduce the 
costs. Thus, the business can ensure its survival. 
The negative aspect of this strategy for the business 
is the fact that once it halts the production of a 
product, it is difficult to begin the manufacturing 
and restore the competitive capabilities once again. 

STRATEGIC MARKETING PLAN 
Strategic marketing plan is generally conducted 

by upper-level marketing managers.  After the 
situational analysis (SWOT) which is the first stage 
of strategic marketing plans,   managers set goals 
and strategies. 

Situation Analysis 
Situational analysis shows the current situation 

of the marketing program and involves analyzing 

Product development is a strategy for 
company growth by offering modified or 
new products to current market segments.

Diversification is a strategy for a company’s 
growth through starting up or acquiring 
businesses outside the company’s current 
products and markets.

Downsizing is reducing the business 
protfolio by eliminating products of 
business units that are not profitable or no 
longer fit the company’s overall strategy.

Planning is identifying goals and deciding 
which tasks that will be performed and the 
resources will be utilized for attaining these 
goals.
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of the external environmental factors, business 
functions out of marketing as well as company’s 
customers, marketing strategies used to satisfy 
them and marketing performances. It is also 
important to evaluate competitors operating in the 
same market.

As a part of situational analysis, most companies 
use SWOT analysis. SWOT analysis is an approach 
which allows businesses to assess their strategic 
position by identifying their strong and weak points 
as well as opportunities and threats surrounding 
them. In other words, SWOT analysis is a process 
which enables companies to improve their strong 
points and recognize weaknesses while seizing 
opportunities and eliminating threats coming from 
the environment. The term SWOT stands for 
Strength, Weakness, Opportunity and Threat.25 

Strengths: Superiority means that a business 
is stronger compared to its rivals by being more 
effective and efficient. Strengths are, in other 
words, the things that the business can perform 
well, an important feature which brings talent and 
superiority, namely all the means that a business 
has.26

Weaknesses: For a business, weakness 
represents less effective and efficient aspects and 
activities compared to its competitors. In short, it 
is the shortcomings of the business compared to its 
opponents. Additionally, this means the business is 
falling short of keeping up with the changes in the 
environment.

Threats: Some environmental factors make up 
“threats” for a business. These threats are tendencies 
or developments which may worsen the situation 
of the company in the market. Examples include 
the arrival of cheaper technology, better products 
entering the market, importing low-cost foreign 
goods and a rise in interest rates. 

Opportunities: The opportunities are used to 
identify untapped markets or emerging business 
opportunities that a company can leverage. 

Opportunities are favorable factors or trends in 
external environment, if companies monitor their 
environment continuously, they can take advantage 
of changing conditions.

SWOT analysis must be customer focused 
in order to achieve maximum profitability. A 
strength only matters and becomes a power if it 
is beneficial for customer satisfaction. Afterwards, 
the marketing manager can develop a marketing 
strategy	 in	 which	 he/she	 can	 use	 this	 talent	 as	 a	
strategic competitive advantage to achieve results. 
Marketing managers can also develop strategies to 
overcome weaknesses of a business or minimizing 
their negative effects.27 Situational analysis can be 
a costly, time-consuming and tiresome endeavor. 
For example, during situational analysis, it may 
prove to be difficult to acquire correct information 
in a timely manner. It is generally not possible to 
acquire valuable information such as competitors’ 
sales or market shares. The main topics to consider 
in the SWOT analysis are illustrated in Table 2.1.

 

SWOT analysis is an overall evaluation of 
the company’s strenghts(S), weaknesses (W), 
opportunities (O), and threats (T).

Think about yourself and 
assume that you apply for a 
specific job position. Assess 
your strengths and weaknesses 
that may influence the 
interviewer’s view about you?

3
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Table 2.1 The Potential Topics Which Need To Be Considered During SWOT Analysis

Potential Internal Strengths Potential External Opportunities

•	 Strong	financial	resources

•	 Well-known	Brand

•	 Ranked	Number	1	in	the	Industry	

•	 Scale	of	Economy

•	 Solid	technology

•	 Patent

•	 Low-cost	(raw	material	and	process)

•	 A	business/product/brand	name	with	reputation

•	 Excellent	management

•	 Good	marketing	skills

•	 Superior	product	quality

•	 Commercial	agreements	with	other	businesses

•	 Good	distribution	channels

•	 Staff

•	 Other	businesses	that	aim	to	partner	up

•	 High	freqency	brand	switching	preferrence

•	 A	Drop	in	Sales	for	Replacement	Products

•	 Rapid	market	growth

•	 Irrelevant	competitors

•	 Changing	customer	needs/tastes

•	 Foreign	market	penetration

•	 Mistakes	of	rival	businesses

•	 New	product	discovery

•	 Economic	growth

•	 The	changing	of	legislation

•	 New	technology

•	 Demographic	changes

•	 Distribution	methods

Internal Potential Weaknesses External Potential Threats

•	 Lack	of	strategic	direction

•	 Limited	financial	resources

•	 Insufficient	funds	allocated	for	R&D	efforts

•	 Narrow	product	line

•	 Limited	distribution

•	 High-cost	(raw	material	and	process)

•	 Obsolete	product	or	technology

•	 Internal	business	issues

•	 Internla	policy	issues

•	 Weak	Market	Image

•	 Weak	Marketing	Skills

•	 Merging	with	weak	businesses

•	 Inadequate	management

•	 Entry	of	Foreign	competitors	into	the	Market

•	 Entry	 of	 new	 replacement	 products	 into	 the	
market

•	 Product	being	in	a	decline	stage

•	 Changing	customer	needs/tastes

•	 A	decline	in	customer	trust

•	 Rival	firms	employing	new	strategies

•	 Increasing	amounts	of	legal	changes

•	 Economic	collapse

•	 Changes	in	Central	Bank	policies

•	 New	technology

•	 Demographic	changes

•	 Barriers	in	entering	foreign	markets

•	 International	political	turmoil

•	 Drop	in	cash	exchange	rates

Source: Ferrel and Hartline, 2008, p. 126
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Marketing Goals and Objectives 
The second step in strategic marketing planning 

is establishing marketing goals and objectives. The 
goals and objectives identified by going through 
this process may act as a guidelines for strategies 
to be followed as well as standards to monitor 
the achievement. Therefore, marketing strategies 
and programs should be developed to support 
marketing goals and objectives. Thus, the mission 
of a business should be tranformable into a set of 
goals which can keep up with the changing goals.28

Positioning and Differentation 
The third stage of strategic marketing plan 

requires decision-making on two topics: (1) how 
the product will be positioned in the market, 
(2) how to differentiate the product from rival 
products. Positioning creates the product’s image 
among other products of the same sector as well as 
rival products. Marketing managers acknowledge 
product positioning as a process of inducing 
positive perception by considering the consumer 
perception of a rival product and making 
comparisons in this direction. Explicitly put, the 
success of a product is relevant to its positioning in 
the mind of consumers compared to rivals. 

Differentation	is	the	state	of	being	advantageous	
over rival products by being different and 
packed with a feature that brings advantage over 
others, when the product is compared to rivals. 
Differentation	 can	 be	 applied	 to	 all	 goods	 and	

services ranging from businesses to retailers. In 
particular, retailers can create a distinction through 
differentating advantage by utilizing one or more 
of four “highlights” including “the lowest price, 
the most variety, the latest fashion and the easiest 
store to shop”.29 After the positioning of a product 
is handled, the product needs to be differentiated. 
Product positioning and differentiation is more 
thoroughly discussed in Chapter 7.

Target Market and Market Demand 
The decision of target market and establishing 

market demand makes up for the fourth stage of the 
strategic marketing plan. Target markets are market 
sections in which businesses focus their efforts. 
Businesses may not be able to meet all consumer 
needs in a specific market at the same level due to 
various reasons. It is natural for consumers with 
varied qualities to have different desires, wishes and 
pursue different satisfactions. Therefore, it is clear 
that a marketing manager is not able to satisfy all 
consumers that have highly different requests and 
desires with similar marketing components. Thus, 
it is essential that marketing management picks 
specific parts or a specific section of the market 
instead of all the consumers in a market and then 
concentrate marketing strategies and efforts on these 
parts. Contrary to the research process, this period 
involves splitting sales oppurtunities of a product 
into consumer sub-groups bearing similar features.

Market segmentation is one of the fundamental 
concepts of marketing which enables marketing 
managers to focus on target markets and meet the 
needs of these consumers. Market segmentation 
is performed in order to decide which sections of 
the market decided to be penetrated in are more 
favorable for business.

Strenghts and weaknesses are 
related to internal environment, 
opportunities and threats are 
related to external environment of 
companies.

important

Positioning for a product to occupy a clear, 
distinctive, and desirable place relative to 
competing products in the minds of target 
consumers.

Differentation is actually differentiating the 
market offering to create superior customer 
value.

Market segmentation is dividing a market 
into distinct groups of buyers who have 
different needs, characteristics, or behavior 
and who might require seperate products or 
marketing programs.
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A market which seems favorable according 
to demand measurement and demand forecasts 
consists of various customers, products and needs. 
A set of information needs to be collected about  
products or services which will be manufactured 
or marketed by a business, so as to prepare a valid 
demand forecast and establish consumer and 
market oppurtunities. These are relevant statistical 
information about product, usage data of products, 
services and their properties, sale prices and costs of 
goods and services in the market, consumer features 
using these products, present supply, structure of 
the distribution channel, competitive situation, 
economic and legal policies related to the goods 
and services and general economic situation. The 
collection of this information gives an oppurtunity 
to measure the current situation and a demand 
forecast in the short-term. It is beneficial to arrange 
the market research data in a prospective manner 
for at least 10-15 years which allows creating 
demand forecasts more realistically30.

The methods used in forecasting market 
demand is divided into two sections. The first one 
is used for today’s demand forecasts while the other 
one is used for future demand forecasts. Today’s 

demand forecast may be created by using one of 
three methods, such as forecasting total market 
demand, area market demand, actual sales and 
market share forecasting. Consumers’ purchase 
intentions may be researched to forcast future 
demand. Experts may be consulted and sales power 
may be examined. Timelines and statistical demand 
analyses may be referable as well. Market tests may 
also be performed by considering the fundamental 
indicators in the market31.

Marketing Mix
The elements of the marketing mix are factors 

which are under the control of the business that 
are required to be managed to satisfy requests 
and requirements of the target market. The 
marketing mix elements consist of product, place 
or distribution, promotion and pricing, according 
to the classic approach. Based on the English 
abbreviations of the words (Product, Price, Place and 
Promotion), the marketing mix elements are called 
“4P”s. The philosophy of marketing tells us that the 
four elements in this composition is the optimum 
composition for certain markets. However, in recent 
years, in light of changes that have happened in 
marketing philosophy and theory, new “P”s are 
added to the components of the classic marketing 
mix. As stated earlier, due to the fact that service 
marketing shows differences compared to product 
marketing, “4 P” is referred to as “7 P”32.

Today, it can be observed that the standard “4 
P”s of the marketing mix are falling short and the 
components of the marketing mix are becoming 
varied by developments in marketing. Regardless of 
the number of “P”s, development of the suitable 
marketing mix for a target market affects the 
success of businesses. Meanwhile, it is important to 
bear in mind that the components of the marketing 
mix are interdependent. In addition, decisions 
about the marketing mix components related to a 
specific market must be made simultaneously. In 

Identifying target market 
is an essential step in 
the development of a 
marketing plan. 

important

A target market is the market that a 
company wants to sell its products and 
services to, and it includes a targeted set of 
customers for whom it directs its marketing 
efforts. 

Market demand is the demand of all 
possible customers for a particular product 
or service over a particular period of time in 
a particular market.

Marketing mix is a set of controllable 
tactical marketing tools- product, price, 
place and promotion- that a firm blends to 
produce desired response in target market.



39

2Principles of Marketing

the development process of the marketing mix, it 
is important for marketing managers to expand 
on strategies for product positioning and design, 
promotion, distribution channels and pricing. In 
this process, an effective management is required 
to select and program the advertising medium, the 
formation of a suitable sales power organization, 
evaluation of pricing strategies to creat price lists, 
product development and positioning efforts, 
and new wholesaler and retailer selections or 
establishment of new distribution channels as 
needed. Creating an appropriate mix for a target 
market from the forementioned fundamental 
marketing mix variables have an important place 
among marketing management efforts. An effective 
marketing plan is the transformation process of the 
marketing mix variables into a coordinated program 
for a business to achieve its marketing goals33.

While programming the marketing mix 
strategies, it is important to be aware of the points 
mentioned below34 :

•	 Identification	of	tasks;	the	identification	of	
specific	tasks	related	to	the	marketing	mix	
variables.

•	 Identification	 of	 responsibilities;	 deciding	
who	 will	 be	 a	 part	 of	 the	 marketing	
organization.

•	 Timing;	 the	decision	of	when	 the	 specific	
tasks	will	be	done.	In	other	words,	setting	
the	order	of	consecutive	tasks.

•	 Determination	 of	 costs	 and	 decision	
of	 budgeting:	 The	 costs	 related	 to	 the	
marketing	 mix	 components	 have	 to	
be	 established	 that	 may	 help	 with	 the	
budgeting	 decision.	 When	 programming	
the	 marketing	 mix	 variables,	 budgeting	
decision	 follows	 a	 two-stage	 process.	
Primarily,	 the	 total	 amount	which	will	 be	
allocated	 to	 the	 marketing	 department	
should	be	established.	Followin,	from	that	
total	marketing	budget,	the	amount	which	
will	 be	 allocated	 for	 the	 marketing	 mix	
components	should	be	established.

ANNUAL MARKETING PLAN 
Along with strategic plans that focus on the next 

years, it is also essential to prepare more specific and 
short-term plans. In addition to strategic plans that 
include a few years in the future, it is also essential 
to prepare more specific and short-term plans. 

Generally, different plans should be prepared 
for each product or department. Separate plans are 
prepared for important brands or target markets. As 
is evident from its name, these plans are prepared 
annually. However, there are exceptions in some 
situations.	Due	to	the	fact	that	some	products	or	
markets are seasonal, it is recommended to keep the 
prepared plans short-term. Companies producing 
fast fashion products make plans for each season 
that lasts only a couple of months.

Annual marketing plans serve several purposes. 
These are:35

•	 They	 illustrates	 the	 strategy	 and	 tactics	
which	will	 be	 used	 to	 reach	 specific	 goals	
in	 the	 coming	 year.	 Therefore,	 they	 serve	
as	 a	 “how-to”	 guideline	 to	 the	 marketing	
managers	and	other	marketing	employees.

•	 They	include	what	needs	to	be	done	during	
the	 application	 and	 evaluation	 stages	 that	
concern	marketing	program	management.

•	 Additionally,	the	plan	should	include	when	
each	 activity	 takes	 place,	who	will	 handle	
it	and	how	much	time	and	money	will	be	
spent for the effort.

Plans for a specific product or department are 
either prepared by the department manager or in 
collaboration with the marketing personnel in the 
department.	Due	to	the	fact	that	it	requires	various	
research and information sources, preparations to plan 
should begin at least six months before application. 
After the plan is prepared, upper-level management 
need to evaluate and approve the plan. Re-evaluation 
of the plan before the final approval is necessary. 
The approved plan or parts of the plan should be 
shared with the employees who will take part in the 
application of the strategy and tactics in the plan.

Note that when 4 P’s are not adequate 
in terms of services, 3 more P’s 
(physical evidences, people, process) 
are added to traditional marketing mix.

important

Annual marketing plans are detailed plans 
which are prepared for specific products or a 
specific organizational department.
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Contents of Annual Marketing Plan 

Manager Summary 
The	definition	and	explanation	of	the	plan	that	consists	of	one	or	two	pages,	
which	is	prepared	for	managers	without	being	highly	detailed.

Situational Analysis

Prepared	for	a	specific	department	or	a	product,	the	plan	is	examined	in	
past,	present	and	future	conditions.	Most	of	this	section	can	be	created	from	
the	strategic	marketing	plan	results.	It	also	includes	additional	information	
regarding	the	annual	plan.

Goals
The	goals	established	in	the	annual	plan	should	be	more	specific	than	the	
goals	mentioned	in	the	strategic	marketing	plan.	Besides,	annual	goals	
should	help	in	achieving	organizational	and	strategic	marketing	goals.

Strategies
Just	like	the	strategic	marketing	plan,	the	strategies	in	the	annual	plan	should	
state	which	target	market	will	be	satisfied	with	the	marketing	mix.

Tactics

Sometimes	called	action	plans,	the	specific	activities	are	the	application	
design	of	the	specific	strategies	mentioned	in	the	previous	chapter.	Tactics	
usually	answer	the	questions	“what,	who,	how”	for	the	marketing	efforts	of	
businesses.

Financial Plan

This	section	generally	includes	two	types	of	financial	information.	These	are	
sales	projections	that	are	also	called	pro	forma	financial	tables,	expenditures,	
profitability	and	resources	that	are	allocated	for	activities	in	one	or	more	
budgets.

Time
This	section	includes	a	chart	that	tells	which	activities	are	going	to	be	
performed	next	year	and	what	time.

Evaluation Procedures

This	section	answers	the	questions	“what,	who,	how	and	when”	in	measuring	
performance	against	the	goals	during	or	at	the	end	of	the	year.	The	
evaluation	results	may	give	an	oppurtunity	for	amendments	regarding	the	
strategies,	tactics	and	even	goals	which	are	expected	to	be	reached.

The Implementation and Evaluation of Plans 
At the last stage of the marketing management process, there is the application of marketing programs, 

the evaluation of these programs and organization of marketing sources. If a business management does not 
make an effort in creating organizational structure which facilitates the achievement of marketing plans, 
created plans may not be effective. Because of this, it is important to be careful in creating an organizational 
structure that will execute marketing plans. In small-scale businesses, it is observed that only one person deals 
with many different marketing tasks such as marketing research, sales, advertisement programs and consumer 
care etc. In large-scale businesses, however, a lot of experts are employed within the marketing organization.

Marketing managers generally have two fundamental tasks. One of these tasks is coordinating all 
marketing personnel within the marketing department. The other is working in harmony with department 
managers of the finance, production, research and development and purchasing departments in order to 
achieve coordination in business efforts and customer satisfaction.

The effectiveness of the marketing department is not solely based on how the organizational structure 
is formed, but also on an effective organization which executes marketing plans as well as properly 
maintaining the processes of marketing staff choice, training, guidance, motivation and evaluation.
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In order to establish the degree of achievements regarding goals set in the marketing plan, the marketing 
activities need to be monitored. The purpose of marketing monitoring is: 36 

•	 Ensuring	the	effective	use	of	marketing	resources,
•	 Achieving	the		marketing	goals,
•	 Identifying	the	necessary	changes	by	bringing	out	the	shortcomings	of	the	marketing	plan.
An effective marketing monitoring requires a marketing information system (MIS) which collects 

market structure data and relays this data to managers who will make changes on the planning and 
execution processes.

Five Steps to a Strategic Plan
Oct 25, 2011
It’s hard to accomplish anything without a 

plan. Whether you’re coaching a football team, 
cooking Thanksgiving dinner, or running a small 
business, you need a strategic plan.

A strategic plan looks at all the things your 
small business could do and narrows it down to 
the things it is actually good at doing. A strategic 
plan also helps business leaders determine where 
to spend time, human capital, and money.

But, how should small businesses approach 
strategic planning? There are hundreds of bu-
siness books dedicated to the topic. We’ve read 
most of them. We put the others on our books-
helf just for show.

Developing	 a	 strategic	 plan	 might	 seem	
like an overwhelming process, but if you break 
it down, it’s easy to tackle. Here’s our five-step 
approach:

1.	 Determine	 where	 you	 are.	 This	 is	 harder	
than	 it	 looks.	 Some	 people	 see	 themselves	
how they WANT to see themselves, not how 
they actually appear to others. Many small 
businesses	get	snared	in	this	same	trap.

	 For	 an	 accurate	 picture	 of	 where	 your	
business	 is,	 conduct	 external	 and	 internal	
audits	 to	 get	 a	 clear	 understanding	 of	 the	
marketplace,	 the	 competitive	 environment,	
and	your	organization’s	competencies	(your	
real—not	perceived—competencies).

2.	 Identify	 what’s	 important.	 Focus	 on	 where	
you	 want	 to	 take	 your	 organization	 over	
time.	This	sets	the	direction	of	the	enterprise	
over	 the	 long	 term	 and	 clearly	 defines	 the	
mission	 (markets,	 customers,	products,	 etc.)	

and	 vision	 (conceptualization	 of	 what	 your	
organization’s	future	should	or	could	be).

	 From	 this	 analysis,	 you	 can	 determine	 the	
priority	issues—those	issues	so	significant	to	
the	 overall	 well-being	 of	 the	 enterprise	 that	
they	require	the	full	and	immediate	attention	
of	the	entire	management	team.	The	strategic	
plan	should	focus	on	these	issues.

3.	 Define	what	 you	must	 achieve.	Define	 the	
expected	 objectives	 that	 clearly	 state	 what	
your	 organization	 must	 achieve	 to	 address	
the	priority	issues.

4.	 Determine	who	is	accountable.	This	is	how	
you’re	going	to	get	to	where	you	want	to	go.	
The	 strategies,	 action	 plans,	 and	 budgets	
are	 all	 steps	 in	 the	 process	 that	 effectively	
communicates	 how	 you	 will	 allocate	 time,	
human	 capital,	 and	 money	 to	 address	 the	
priority	 issues	 and	 achieve	 the	 defined	
objectives.

5.	 Review.	 Review.	 Review.	 It’s	 not	 over.	 It’s	
never over. To ensure the plan performs as 
designed,	you	must	hold	regularly	scheduled	
formal	 reviews	of	 the	process	 and	 refine	 as	
necessary. We suggest at least once a quarter.

	 A	strategic	plan	is	a	wonderful	thing.	It	can	
help	you	take	your	small	business	to	places	
you	 never	 thought	 possible.	 If	 you	 haven’t	
already	done	 so,	 take	 the	 time	 to	 lay	out	a	
strategic	 plan	 now.	 It	 will	 help	 keep	 your	
small	business	on	track	and	you	focused	on	
the future.

Source:	 https://www.forbes.com/sites/aile-
ron/2011/10/25/five-steps-to-a-strategic-
plan/#63c5779e5464

Further Reading
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Why You Need a Personal Marketing Plan
By Erin Walker. Published on July 13, 2018. 
In 2018, a brand cannot succeed without 

both proper and effective marketing. That being 
said, it should come as no surprise that you need 
a personal marketing plan for the most valuable 
product of all, yourself!

But what is a personal marketing plan and 
what does it consist of?

A personal marketing plan helps to bring 
focus and direction to either your job search or 
your current career path. It’s a plan that lays out 
how you will implement personal marketing ac-
ross your entire brand, whether that be for the 
first time or the 100th.

A lot of the benefits a personal marketing plan 
provides actually come through the creation of it. 
By outlining exactly who you are and why you 
stand out above the rest, you’ll come away with a 
better understanding of yourself as a brand.

Doing	all	of	this	will	help	you	convey	your	
core value throughout your entire personal mar-
keting strategy in a clear and concise way. Being 
able to quickly show what you offer and stand for 
in your market will put you in a great position to 
capitalize on new opportunities.

The core elements of a personal marketing 
plan

Since a personal marketing plan is a game 
plan for yourself and your job search campaign, 
it’s crucial for you to make one right away. Even 
if you’re not currently in search of a job, it’s im-
portant for you to be prepared.Not only could 
you be on the hunt for a job in the future, it’s 
also important to consistently market yourself 
even while you have a job.

Why is this?
You simply never know what the future will 

bring. The stock market could crash, your busi-
ness could suffer, or, on the flip side, your busi-
ness could take off overnight and you need to be 
prepared for new opportunities that will arise as 
a result.When you’re prepared for every possible 
situation, you will be able to rest better at night 
knowing that you can effectively market yourself 
at the drop of a hat. You may be marketing yo-
urself for a brand new job or as the new CFO 
of your current company. Whatever it is, with a 
personal marketing plan in place, you’ll be ready.

What’s included?
What is included in the actual plan itself? A 

high quality personal marketing plan includes 
your	aims,	your	skills	and	your	timeline.	Depen-
ding on the situation, you may include more but 
these three should be included every time.

Your aims
What is it that you’re looking to achieve? The 

answer varies from person to person.
While some people may be looking to get 

promoted, some are looking to find a new job 
altogether. Some people are using their personal 
marketing plan to try to get into the business scho-
ol of their dreams while others use it to launch a 
new company.Within this portion of your plan, 
you should include your mission statement. Your 
mission statement should define your mission as a 
professional as well as your career objectives.

Your skills
Again, the product here is you and your mar-

keting plan needs to include a detailed descripti-
on of your skills and qualifications.

If you’re unsure how to best market yourself, 
do a search on Linkedin for some of the most 
successful people in your industry. Take note of 
the skills they have.

Maybe most of the people you are trying 
to emulate list Spanish as a secondary language. 
That’s a good hint that knowing Spanish is an 
important asset in your specific industry.

One of the beneficial side effects of creating a 
personal marketing plan is that you’ll get to know 
yourself and the skills you have a lot better. You 
will have to assess your strengths and weaknesses 
and figure out how to best market them.

Time frame
In your personal marketing plan, you need to 

include a time frame of your plan. If you are pre-
senting this for a job search, your time frame sho-
uld relate to how soon you can begin working in a 
particular role. For example, if you are able to start 
work immediately, include that in your time frame.

If you are still employed with another com-
pany and won’t be available to start working for 
three months, that needs to be included in your 
timeframe. Be sure to include what you will be 
doing in those three months leading up to emp-
loyment in order to ready yourself for the position.

Source:	 https://brandyourself.com/blog/career/
job-search-career/personal-marketing-plan/	 (ac-
cessed in 30. 07. 2018)

Discuss:
1.	 Discuss	the	differences	betwwen	the	

personal	marketing	plans	and	company	
marketing	plans.

2.	 Which	part	of	the	marketing	plan	may	
influence	an	employer	more	in	the	process	
of	selecting	an	employee?

In Practice
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LO 1 Defining strategic planning and 
its role in marketing

Strategy is a plan of action designed to achieve a long-term 
overall objectives. Strategic planning comprises procedures 
of defining objectives and creating strategies to attain those 
objectives. A strategy is a long term plan of action designed 
to achieve a particular goal, as differentiated from tactics or 
immediate actions with resources at hand. A strategic plan 
must reflect thoughts, feelings, ideas, and wants of developers 
and mold them along with the company’s purpose, mission, 
and regulations into an integrated document.

LO 2
Explaining strategic planning 
process;  values, mission and 
vision, portfolio analysis and 
growth strategies

Values are the operating philosophies or principles that guide 
an organization’s internal conduct as well as its relationship 
with its customers, partners, and shareholders. Core values 
are usually summarized in the mission statement or in the 
company’s statement of core values. Mission defines what an 
organization is, why it exists and its reason for being. Vision 
identifies what a company would like to achieve or accomplish 
in future.
Companies need to know how well they’re doing: it helps them 
determine where to make changes and determine if they’re doing 
a good job competing with others in their industry. They can 
find out all these through analzing their business portfolio. A 
business portfolio is a company’s set of investments, holdings, 
products, businesses and brands. The items in a business’s 
portfolio may be called strategic business units, or SBUs. The 
growth-share matrix developed by the Boston Consulting 
Group may be applied to analyse the business portfolios.
Most companies have plans to grow their business and increase 
sales and profits. Some common growth strategies are market 
penetration, market development, product development 
and diversification. Downsizing is eliminating some of the 
strategic business units that are not profitable or no longer fit a 
company’s overall strategy. 
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LO 3 Describing the elements of 
strategic marketing plans

Strategic marketing plan comes first when a company 
creates its annual marketing plan. It deals with the direction 
of business growth in relation to competition and the brand 
image necessary to advance market position. A situational 
analysis defines the internal and external factors of a company 
or organization and clearly identifies the capabilities, customers, 
potential customers, business environment and the impact they 
may have on organization or business. Namely, a situational 
analysis is a critical review of your current business situation 
which serves as a starting point for your marketing plan.It can 
also help in identifying strengths, weakness, opportunities, and 
threats to the business. While strenghts and weaknesses are 
related to internal environment, opportunities and threats are 
related to the external environment of the company.
Objectives are concrete attainments that can be achieved by 
following a certain number of steps. Goals are long-term aims 
that you want to accomplish. Goals and objectives are often 
used interchangeably, but the main difference comes in their 
level of concreteness. Objectives are very concrete, whereas 
goals are less structured.

LO 4 Eplaining the contents of an 
annual marketing plan

Annual marketing plans outline how marketing achieves 
its objectives with its identified markets and in competitive 
landscape. It delineates what tactics marketers will use to 
achieve their objectives, on what timelines they will employ 
them, what metrics they will use to optimize their efforts, and 
what baseline measures they have taken as benchmarks for their 
tactical efforts



2Principles of Marketing

45

Test Yourself

1  Which of the following terms explains the task 
of developing and maintaining an overall company 
strategy for long-run survival and growth.
a. Advertising
b. Short-term planning
c. Strategic planning
d. Annual market planning
e. Long-range planning

2  What are the three types of plans typically 
used by companies in the planning process?
a. strategic, ethical  and operational
b. simple, compound, and complex
c. analytical, theoretical, and functional
d. ongoing, short-term future, and long-term future
e. strategic, long-term, short-term

3  Which of the following completes the 
sentence above? 
________ should be market oriented and defined 
in terms of ________.
a. Annual plans; product needs
b. Long-range plans; company needs
c. Strategic plans; company needs
d. Mission statements; customer needs
e. Objectives; customer needs

4  Which of the following completes the 
sentehce above? 
Goal setting is a specific planning process for 
managing _____.
a. performance
b. budgets
c. outcomes
d. actions
e. finance

5  Which of the following is not one of the five 
characteristics of effective goals?
a. specific
b. abstract
c. time bound
d. measurable
e. attainable

6  Which of the followings is a term to explain 
the collection of businesses and products that 
make up a company ?

a. strategic business unit
b. mission statement
c. business portfolio
d. strategic plan
e. operational factors

7  _______ entails reducing the business 
portfolio by eliminating products that no longer 
fit the company’s overall strategy.

a. BCG
b. Market redesign
c. Market segmentation
d. Product line extension
e.	Downsizing

8  How is the strategy of making more sales 
to current customers with out changing a firm’s 
products called ?

a. market attractiveness
b. market growth
c. market penetration
d. product development
e. market development

9  In SWOT analysis, which of the following 
would be considered as a strength?

a. factors that challenge the company’s performance
b. favorable factors in the environment
c. internal limitations
d. internal resources
e. trends in the market

10  Effective positioning begins with ________ 
the company’s marketing offer in order to give 
consumers more perceived value.

a. differentiating
b. promoting
c. aligning
d. placing
e. pricing
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If your answer is incorrect, review “strategic 
planning definition part”.

1. c If your answer is incorrect, review “busi-
ness portfolio design”.

6. c

If your answer is incorrect, review “mission 
definition”.

3. d If your answer is incorrect, review “Ansoff 
Matrix”.

8. e

If your answer is incorrect, review “strategic 
planning definition part”.

2. e If your answer is incorrect, review “down-
sizing strategies”.

7. e

If your answer is incorrect, review “goals 
and objectives”.

4. a

If your answer is incorrect, review “goals 
and objectives”.

5. b

If your answer is incorrect, review “SWOT 
Table”.

9. d

If your answer is incorrect, review “posi-
tioning and differentation part”.

10. b
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Compare strategic business plan, strategic marketing plan 

and annual marketing plan.

Your turn 1

Strategic Business (Corporate) Plan provide business owners with specific 
guidelines or rules to improve business operations and advancing the company’s 
values, mission and vision. Corporate planning strategies provide these 
guidelines as they relate to the entire company. These strategies provide 
managers and employees with a targeted direction for the company. Top-
level management prepares the company-wide goals and strategies provide 
a framework to plan different functional areas such as production, finances, 
human resources, research and development and marketing. 
A strategic marketing plan is prepared by upper-level marketing managers. 
They put forward goals and strategies for marketing efforts of the company. 
The strategic marketing plan has to be in coordination with the company-wide 
plan. Typically, a strategic marketing plan is lined out for a 3-5 year period. 
Annual marketing plan generally comprises of twelve months period. It is 
prepared by selecting the strategic marketing plan as a baseline. All sub strategies 
are defined and “who will do”, “what will be done”, “when” questions are 
answered. Marketing activities budget is also set. 
The strategic business plan and strategic marketing plan are interdependent and 
must be consistent with one another. A good strategic marketing plan should 
never deviate from the objective of the strategic business plan.
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Explain the difference between objectives and goals.

Your turn 2

While goals ‘are long-term aims that you want to accomplish, objectives ‘are 
concrete attainments that can be achieved by following a certain number of steps’. 
Goals and objectives are often used interchangeably, but the main difference 
comes in their level of concreteness. Objectives are very concrete, whereas 
goals are less structured. Objectives can be clearly outlined with timelines, 
budgets, and personnel needs. In another word, goals can be qualitative whereas 
objectives are quantitative. 

Think about yourself and assume that you apply for a 

specific job position. Assess your strengths and weaknesses 

that may influence the interviewer’s” view about you?

Your turn 3

Your strengths may be about your capabilities, competencies, talents, academic 
success. So make a list of the things that may provide a competitive advantage 
for you over the other applicants like knowing one or two foreign languages at 
advanced level, using Excell and some other programs etc. Then make a list of 
things that you need to improve. For example you may not be good at social 
relations or expressing yourself in front of a group. You may not have a job 
experience before. These will be weaknesses for you. 

When a company focuses on developing new products 

and selling these products to new markets, which strategy 

should they implement? 

Your turn 4

The company should implement a diversification strategy. As they offer new 
products to new markets, they should focus on selling diverse products in new 
markets. They can implement this strategy in two  different ways; (1) selling 
interrelated products such as swim suits and sun lotion, (2) selling totaly 
different products which are not interrelated to each other.
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Chapter 3 The Marketing Environment
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Introduction

The Marketing Environment

The Microenvironment

The Macroenvironment

Environmental Scanning and Responses to 
Environmental Change

After completing this chapter, you will be able to:

Explain how changes in the macroenvironments 
affect marketing decisions.

Describe the marketing environment that 
affects the company’s ability to serve its 
customers.

Explain how changes in the microenvironments 
affect marketing decisions.

Discuss how companies can scan the 
marketing environment and react to the 
marketing environment.3

1 2
4

Chapter Outline Key Terms
Marketing Environment
Environmental Forces

Microenvironment
Macroenvironment

Demographic Environment
Economic Environment

Natural Environment
Technological Environment

Political and Legal Environment
Cultural Environment
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INTRODUCTION
This chapter concentrates on environmental 

factors that affect organizations’ marketing 
activities. Since satisfied customers are the key 
to success of a company, companies are trying 
to meet their target customers’ needs and wants 
within a dynamic environment. Whilst creating 
value for customers is the ultimate goal of any 
company, it may be affected by various changes in 
business environment. Marketing is operated in 
such a complex and rapidly changing environment 
that even the most dominant and successful 
companies can be affected from the changes in the 
environment. All types of organizations operate 
in such environments regardless of whether they 
are for-profit organizations or non-for-profit 
ones, governmental or private. In other words, 
the environment is never static, stable or entirely 
predictable which has a capacity to influence 
markets in which companies operate.1

Today, companies should not only keep their 
own houses in order, but also recognize the fact that 
they must keep up with what is happening in their 
larger environment constantly and try to respond to 
trends and changes appropriately to take advantage 
of opportunities and avoid threats.2 If companies 
fail to monitor changes and shifts properly, they 
might fall behind in their competitions and 
become unsuccessful. In this context, marketing 
decisions may be impacted by influential factors in 
marketing environment such as: other departments, 
top management, suppliers, intermediaries, 
customers, competitors, and publics. The major 
macro-environmental forces like demographic, 
economic, natural, technological, legal, political, 
and cultural factors shape marketing opportunities, 
pose threats, and affect companies’ ability to build 
customer relationships. Accordingly, a company 
must first understand the environment in which 
it operates in order to be able to develop effective 
marketing strategies.3 In this sense, successful 
companies should scan their business environment 
continuously in order to avoid possible threats, 
take advantage of possible opportunities and even 
turn threats into opportunities. 

Environmental factors are continually 
changing. These changes could occur quickly or 
slowly. Although predicting business environment 
is difficult, it could be sometimes projected by 

marketers. Undoubtedly, if companies failed 
to predict accurately, their businesses would be 
impacted negatively. Hence, in order to deal 
with dynamic marketing environment, successful 
marketers should continuously modify their 
strategies. There is no doubt that if organizations 
failed to detect changes in their marketing 
environment, they would be unprepared for possible 
opportunities or threats.4 In this chapter, we will 
discuss marketing environment and explain the 
effect of changes in micro and macroenvironment 
on marketing decisions. In addition, we will focus 
on monitoring environment and possible responses 
of companies to environmental changes. 

THE MARKETING 
ENVIRONMENT

Marketing environment of a company comprises 
actors and forces outside the marketing department 
that affect marketing management’s ability to build 
and maintain successful relationships with target 
customers.5 Marketing environment consists of 
forces that directly influence an organization’s 
acquisition of inputs and generation of outputs.6 
That is, the marketing environment includes factors 
that can fundamentally affect all elements of the 
marketing mix. Therefore, these actors and forces 
affect companies’ ability to serve their customers 
successfully and create superior value for them. 

While evaluating environmental forces, we may 
consider the SWOT analysis. SWOT analysis is a 
technique that takes the findings of marketing audit 
and categorizes key points as strengths, weaknesses, 
opportunities or threats. In this analysis, whilst 
strengths and weaknesses stem from internally 
controlled factors, opportunities and threats are 
arisen from external factors.7 Followingly, Figure 
3.1 shows that marketing environment includes 
both microenvironment and macroenvironment. 
The microenvironment consists of actors close to 
the company that affect its ability to create superior 
customer value. These actors are the company, 
suppliers, marketing intermediaries, customers, 
competitors and publics. Therefore, these close 
actors to the company represent weaknesses and 
strengths of the company. For marketers, examining 
the microenvironment is very important because 
its factors identify the strengths and weaknesses 
of the organization. On the other hand, the 
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macroenvironment consists of the larger societal 
forces that influence the microenvironment. 
They are categorized as demographic, economic, 
natural, technological, legal, political, and cultural 
forces. Hence, they represent the threats and 
opportunities that affect marketing planning 
and implementation. Companies are continually 
monitoring marketing environment to create 
strong relations with their target market.8,9

Figure 3.1 The Marketing Environment

THE MICROENVIRONMENT
The microenvironment is made up of factors 

that influence the organization, and generally 
consists of the elements such as the company, 
suppliers, marketing intermediaries, competitors, 
publics, and customers. 

Figure 3.2 The Company’s Microenvironment

Source: Kotler, P. & Armstrong, G. (2012). Principles 
of Marketing (14th edition). Upper Saddle River, NJ: 

Pearson Education.

The Company
In a company, top management sets the 

company’s mission, and all the objectives and 
strategies are set based on this mission. Therefore, in 
designing marketing plans, marketing management 
should consider top management. Moreover, in a 
company, all departments like finance, research & 
development (R&D) and production should work 
together in order to create superior customer value. 
Although they have a common final goal of satisfying 
customers, they may have conflicts at some points. 
Marketing may need a new advertising campaign 
with a high budget whereas finance is concerned 
with finding and using funds to accomplish this 
campaign. Undoubtedly, if the campaign cannot be 
financed, marketing cannot accomplish its goals. 
Furthermore, a new product’s success depends 
on R&D department’s ability to design safe and 
attractive products. In addition, while purchasing 
department is responsible for getting supplies and 
materials timely, and production should meet 
required quantity and quality of products on time, 
accounting is concerned with measuring revenues 
and costs of the company. Thanks to accounting, 
marketing would know how well it is achieving 
its objectives. That is, all departments working 
together have an influence on marketing success.10

Microenvironment

Macroenvironment

Successful
relations with the

target market

Larger societal forces

 Actors close to the company

MARKETING
INTERMEDIARIES

COMPETITORS

CUSTOMERSTHE COMPANY MARKETING

PUBLICSSUPPLIERS

Marketing environment is composed of 
actors and forces that affect the company’s 
ability to serve its customers successfully and 
create superior value for them.

Evaluate the use of SWOT 
analysis in evaluation of 
marketing environment.

1

In SWOT analysis, strengths and 
stem from internally controlled 
factors but opportunities and threats 
arise from external factors.

important
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Suppliers
At first glance, we may think that suppliers 

are so distant from the marketing department, 
but many times a company’s success relies heavily 
on its suppliers. Suppliers are the providers of 
the resources needed by the company to produce 
its goods and services. They affect companies 
considerably and have a vital role in the company’s 
overall customer value delivery system. A supplier 
could easily cause a negative effect on a company by 
supplying defective materials or parts. Moreover, if 
a supplier fails to meet delivery on time, this will 
inevitably affect the company’s delivery of products 
to customers timely. Therefore, most organizations 
need to monitor their suppliers and ensure that 
they are providing suitable products.11 Shortages 
or delays in the supply of goods, labor strikes, and 
other similar events could affect sales in short run 
and damage customer satisfaction in long run. 
Additionally, rising supply costs might force price 
increases that can harm the company’s sales volume 
in return. That is, marketing managers must 
continuously watch supply availability and track 
price trends of their key inputs. In addition, it is 
also advised to have a contingency plan to provide 
inputs. Importance of being on time, regular and 
sustainable supply directs today’s marketers to 
treat their suppliers as their partners in creating 
and delivering customer value.12 This means that 
companies should develop and maintain good 
relations with their suppliers. For example, Arçelik 
has close ties with its suppliers and supports 
sustainable partnerships. In this partnering 
relationship, they have designed an online Global 
Supplier Portal in order to communicate with, 
share and support their suppliers. 

Marketing Intermediaries
Marketing intermediaries are firms that 

help companies to promote, sell and distribute 
their products to final customers. Marketing 
intermediaries are also an essential component 
of company’s overall value delivery system like 
suppliers. Without marketing intermediaries, 
many companies cannot satisfy customers’ 
needs and wants properly. Creating long-term, 
successful relations with marketing intermediaries 
is crucial. Thus, today’s marketers define marketing 
intermediaries as their partners instead of merely 
channels, through which products are sold. 
Marketing intermediaries are resellers, physical 
distribution firms, marketing services agencies and 
financial intermediaries.13 

•	 Resellers are distribution channel 
companies that help the company to find 
and/or sell customers. Wholesalers and 
retailers that buy and resell merchandise 
to their own customers are examples of 
resellers. Selecting and working with the 
most suitable resellers for the company is 
not an easy task. Today, there are big resellers 
like Wal-Mart, Metro and Migros. These 
resellers have usually more power than 
many small producers. They can dictate 
business terms or even shut manufacturers 
out of a market.

• Physical distribution firms help companies 
to stock and move goods from their points 
of origin to their final destinations. By 
balancing cost, delivery, speed and safety 
factors, a company must determine the best 
ways to store and ship goods. They work 
with warehouses and transportation firms. 

•	 Marketing	services	agencies	are made up of 
marketing research companies, advertising 
agencies, media firms, public relations 
companies, and marketing consultancy 
companies that help the company to reach 

All departments in the company 
working together for a common 
goal of satisfying customers have an 
influence on marketing success.

important

If a supplier fails to meet delivery on time, 
this will inevitably affect the company’s 
delivery of products to customers on time.

internet
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its target and promote its products in 
suitable markets. Many companies cannot 
carry out research or advertising activities 
within the company or just cannot afford 
to perform these functions. Therefore, they 
outsource it through marketing services 
agencies. 

•	 Financial intermediaries include banks, 
credit companies, insurance companies 
and other finance companies. Companies 
need help in financing transactions and 
have to work with insurance companies to 
deal with the risks associated with buying 
and selling goods. There is no doubt that 
availability and cost of credit and insurance 
services affect company’s marketing success. 

Competitors
Any company that offers same or similar 

products is generally identified as a competitor 
of another company operating in the same 
sector. Companies are competing with their 
competitors on price, product quality, variety, 
availability, features and after-sales services, etc.14 

However, companies are frequently unsuccessful in 
identifying their competitors. They usually explain 
competition too narrowly due to defining their 
field of business narrowly. For instance, if a bus 
transportation company defines itself merely in the 
bus business, it considers only other bus companies 
as competitors. On the other hand, if the company 
defines its business as transportation business, 
the management will take the competition from 
railways, taxis, car rental companies and low-cost 
airlines into consideration. Let’s take Kamil Koç 
company’s transportation service from Eskişehir 
to İstanbul as an example. Narrowly observing, 
its competitors are İsmail Ayaz, Metro, Buzlu and 
some other bus companies. In a broader look, high-
speed train, car rentals or low-cost airlines may be 
the competitors of Kamil Koç as well. 

Marketing managers need to know the closest 
suitable substitutes that are offered by competitors 
to satisfy consumers’ needs and wants. In a broad 
perspective, all companies in market strive against 
all others for consumers’ budget, which is generally 
a limited amount. If a customer chooses to buy an 
expensive car or house, other businesses may lose 
the opportunity to get a share of the customer’s 
budget for a period. Competitors can be defined 
as companies supplying similar products or 
companies competing for the consumer’s financial 
resources while the ultimate goal of marketers is to 
serve a product that meets consumers’ needs and 
wants better than competitors.15

Various activities of competitors and strategies 
developed by companies to respond to these activities 
are very essential in their success. It is believed that 
not only the competition among companies, but 
also the sector in which 
company operates, 
affects the companies.16 
Therefore, companies 
should monitor their 
competitors and the 
relevant sectors. 

Publics
Publics are the groups of people who have an 

interest in the marketer’s ability to achieve their 
objectives. Some public groups like internal publics 
are more obvious, but publics can also include 
other groups like citizen action publics.17 More 
specifically, publics can be categorized into seven 
types:18, 19 

Evaluate the competitors of 
Coca-Cola in Turkey. 

2

Any company that offers same or similar 
products is generally identified as a 
competitor of another company operating 
in the same sector.

A public is any group that has an actual 
or potential interest in or impact on an 
organization’s ability to achieve its objectives.

Defining competition 
narrowly can cause 
marketing myopia.

important
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1. Financial publics. Financial publics 
influence company’s ability to get financial 
funds. Banks, investors, and stockholders 
are the main financial publics.

2. Media	 publics. Press, television, radio 
and social media are the main media 
publics. Today, columnists, bloggers, and 
YouTubers are the powerful actors in the 
communication process because they 
have a considerable effect on consumers. 
Companies send them sample products 
or invite them to new restaurants and 
hotels for their evaluation and comments. 
Especially with social media, the image of a 
brand can suffer within a day by going viral. 

3.	 Government	 publics. Establishing a 
favorable relationship with the government 
and taking governments’ actions into 
account is vital for companies. Topics such 
as product safety, truth in advertising and 
consumer rights can be complicated for 
companies. For this reason, they need to 
consult with their lawyers. In addition, 
governmental publics may be local, national 
and international agencies. Companies 
try to influence government decisions by 
lobbying, trade associations and defending 
their interests. 

4. Citizen action publics. Today, consumers 
are becoming more powerful against 
companies and for conscious consumers just 
good products and services are not enough 
to give a purchase decision. Consumer 
organizations, environmental groups, 
minority groups and other pressure groups 
generally question the marketing activities 
of companies in terms of the impact on the 
society’s welfare. (i.e. Greenpeace lobbies 
to improve natural life.) Public relation 
departments can help companies stay in 
touch with consumer and citizen action 
groups. Otherwise, the company may face 
protests and even boycotts. 

5. Local publics. Other publics of company 
are neighborhood residents and community 
organizations. Companies should not ignore 
the community needs and problems. They 
should attend meetings, answer citizens’ 
questions and contribute to worthwhile 
causes to develop a positive relationship. 

Local publics expect companies to engage 
with local community in some way. For 
instance, Arçelik, Eti, and Sarar contribute 
to Eskişehir’s community through 
donations to schools, parks and sponsoring 
local events.

6. General public. A company needs to 
manage its general image in general publics. 
The public’s overall image of the company 
affects buying behavior. Thus, many large 
companies sponsor social events, make 
corporate advertisements to promote itself 
and build a healthy corporate image. Social 
responsibility projects are a way of creating 
an overall positive image in general public. 

7. Internal publics. Internal publics include 
company’s workers, managers, volunteers 
and board of directors. Large companies 
use newsletters and Intranets to inform 
and motivate their internal publics. Put 
differently, a satisfied, motivated and happy 
employee is the best advertisement for a 
company. 

Customers 
Companies have various types of customer 

markets that must be studied closely. Consumer 
markets consist of individuals and households who 
buy goods and services for personal consumption. 
Business markets purchase products and services 
for further processing or to use in their production 
process. On the other hand, reseller markets 
are composed of retailers and wholesalers who 
purchase products and services to resell at a profit.20 
Government markets comprise government 
agencies that buy goods and services in order to 
produce public services or transfer the products 
and services to others who need them. Finally, 
consumers, producers, resellers and governments 
in other countries make up international markets. 
Each market type has distinctive characteristics that 
calls for a careful study by the seller.21 For example, 
consumers frequently buy products in small 
amounts whereas businesses and resellers purchase 
large quantities of products in a transaction. In order 
to reach consumers, companies mostly use mass 
communication like advertisements on TV, but in 
business markets, personal selling and advertisement 
in a sector’s magazine are better options. A new dairy 
products brand wants to find a place in a reseller 
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such as Migros or Tesco. All types of customers may buy the same 
products like laptops or toilet papers; however, marketing tools 
that are used and messages that are delivered are different. Business 
buyers are generally more rational than individual consumers. In 
business markets, generally purchasing teams and departments 
decide to buy products like raw materials and parts.

Consumer markets

Business markets

Reseller markets

Government markets

International markets

• buy for personal consumption

• buy for further processing in their production
  processes or to use in their business

• buy to resell to their own customers at a profit

• buy to produce public services

• buy for their country’s customers

Figure 3.3 Types of Customer Markets

Source: Kotler, P. & Armstrong, G. (2012). Principles of Marketing (14th edition). Upper Saddle River, NJ: Pearson 
Education. 

THE MACROENVIRONMENT
All companies operate in a larger 

macroenvironment that both shapes opportunities 
and pose threats to them. These are factors that 
cannot be changed or affected easily in short run. 
While some of these forces are unforeseeable and 
uncontrollable, others can be predicted and handled 
through skillful management. Whilst companies that 
understand and adapt well to their environments 
can succeed, those that cannot predict the future 
and adapt accordingly inevitably face difficulties in 
their businesses. Figure 3.4 shows major forces in a 
company’s macroenvironment. 

The Demographic Environment 
Demographics is the study of the measurable aspects of population structures and profiles, including 

factors as age, size, gender, race, occupation, and location.22 Changes in the world demographic 
environment have significant implications for marketing. Thus, marketers ought to keep watch on 
demographic trends and demographic developments in their markets. Changing age and family structure, 
geographic shifts, changes in the workforce and more diverse markets are the examples of trends in the 
demographic environment.23

While consumers buy for their own 
use, business buyers purchase in order 
to help sales to their own customers.

important

COMPANYDEMOGRAPHIC CULTURAL

LEGAL AND
POLITICALECONOMIC

NATURAL TECHNOLOGICAL

Figure 3.4 The Company’s Macroenvironment

Source: Kotler, P. & Armstrong, G. (2012). Principles 
of Marketing (14th edition). Upper Saddle River, NJ: 

Pearson Education.
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Let’s have a quick look at Turkey’s demographic 
make-up. “The population of Turkey became 
80.810.525 people as of December 31, 2017. 
Turkey’s population is increasing, however, with 
a decreasing growth rate. While 50.2% of the 
total population were males, 49.8% of them were 
females. The proportion of the population living 
in province and district centers is 92.5%. In 1927, 
75,8 % of Turkey’s population were living in villages 
(less than a population of 10000), just 24,2% were 
living in cities. The most populated province is 
İstanbul with more than 15 million inhabitants, 
making up 18.6% of Turkey’s population. The 
least populated province is Bayburt with around 80 
thousand inhabitants in 2017. Population density, 
is the number of persons per square kilometer. The 
province with the highest number of persons per 
square kilometer is İstanbul (2892) while Tunceli 
has the smallest population density with 11 persons 
per square kilometer for the past year.”24 

“Median age of Turkey’s population has been 
increasing annually. The median age of population 
in Turkey increased to 31.7 in 2017. The proportion 
of the elderly population (65 years and over) 
increased by 17% in the last five years. It increased 
to 8.5% in 2017. The three countries that had 
the highest proportion of the elderly population 
are Monaco with 32.2%, Japan with 27.9% and 
Germany with 22.1%, respectively. Turkey is in 
the 66th rank among 167 countries. (In 2012-91th 
rank). According to the definition of the United 
Nations, the proportion of elderly population 
between 8% and 10% means that the population 
of the relevant country is “old”, a proportion 
that is over 10% means “too old”. According to 
the population projections, the proportion of the 
elderly population in Turkey will reach 10.2% in 
2023 and Turkey will be among countries with 
“too old” population.25 Whilst the population of 
Turkey is aging and birthrate is declining, it still 
has a young population compared to developed 
Western countries. Additionally, population 
growth rate is decreasing. This decreasing trend 
serves new opportunities in various sectors. 
Conspicuously enough, demographic shifts have 
a significant influence on marketing. Marketers 
must scan demographic trends and try to find 
new product and market opportunities for their 
company.26 Older adults have different needs and 
wants, which could turn into products and services 

like transportation and health services, easy to use 
cell phones with bigger keyboards, quiet and child-
free hotels. Indeed, some companies are already 
coping with this demographic shift, adapting and 
designing new products and services to meet older 
consumers’ needs.

Another demographic trend is marriage at 
later ages and having fewer children. Of course, 
these figures may vary among countries, but the 
general trend is towards fewer married couples 
with children.27 In Turkey, average age of first 
marriage was 27.7 for males and 24.6 for females 
in 2017. The number of couples who got married 
has decreased by 4.2% in 2017 compared to the 
previous year. Couples who got divorced increased 
by 1.8% in the same time interval.28 Especially in 
metropolitan areas, there are many young people 
who prefer to live alone and choose a solo lifestyle. 
This trend could be an opportunity for companies 
that offer entertainment products like Wii and 
PlayStation, eating out options, compact furniture 
and small housing options.

According to households’ types, there are some 
trends that may affect some sectors and companies. 
One-family (nuclear family) is defined as families 
comprising a couple without children, or a couple 
with at least one child, or a single-parent with 
at least one child. In Turkey, both one-person 
households and single-parent (fathers or mothers) 
households are increasing.29 Marketers must 
increasingly consider the special needs of non-
traditional households, which might differ much 
from traditional families with more members. 

The average household size was 3,6 in 2014 and 
3,5 in 2016. (Şırnak: 6.7, Eskişehir: 2.8, Çanakkale: 
2.7). Decreasing household size means birth rates 
are decreasing. Although having fewer children 
may seem like a threat to some companies, this 

Latest demographic data of Turkish 
Statistical Institute (Turkstat) can be 
interpreted as whilst population of 
Turkey is aging, it still has a young 
population compared to developed 
Western countries..

important
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may mean that people are spending more on fewer 
children. For instance, demand for private schools, 
educational toys may increase. Parents have much 
more money to spend per child, and additionally 
grandparents, aunts, and uncles might similarly be 
inclined to spend more.30 In China, there was a 
one-child policy until recently to control its high 
populations. One of the results of this policy was 
the six-pocket syndrome. Families were allowed to 
have just one child and were spending their budget 
for their one and only child. Four grandparents 
also had just one child; as a result of having just 
one grandchild, they were also spending for the 
grandchild. Thus, six people were spending money 
on one child. This trend is named as a six-pocket 
syndrome and in this period, princes and princesses 
were raised in China. 

The average employment rate for females 
in European Union countries (28 countries) is 
about 60.4%. Female employment rate in Turkey 
was 28% in 2016. Although it is low compared 
to more developed countries, the number of 
working women/ mothers are increasing. This 
trend may affect childcare services, house-cleaning 
services, restaurants, frozen food, clothing and 
even cosmetic sectors positively. Today, many 
marketers are targeting working women. Moreover, 
traditional roles and values of husbands and wives 
are changing in developed countries such as 
Norway and Sweden. More food and household 
appliance marketers are modifying their target 
market because male partners are getting more 
roles in domestic functions such as shopping and 
childcare.32

Six pocket syndrome is defined as six people 
were spending money for one child as a 
consequence of the one-child policy in 
China which lasted 35 years.

For more demographic, economic or cultural 
data about Turkey, visit http://www.turkstat.
gov.tr

internet

Changing Age Structure
Population is aging

Geographic Shifts
Urbanization rate : 92,5%

Changing Turkish Family
Later marriage (women:24,6 men:27,7), fewer children,
working women, and nontraditional households
Family size: 3.5

Figure 3.5 Demographic Trends in Turkey 

Generational Marketing
Marketers think that lifestyles and social values of consumers are affected 

by generation (when you are born and lived). Generations are assumed to 
have as much influence on buying and purchasing as demographic factors 
like income, education, and gender do, perhaps even more. To succeed 
in generation marketing companies must understand how motivation of 
consumers correlates with underlying values of their generation.33 In Turkey, 
many institutions including companies are now trying to understand new 
generations like Y, Z, and Alfa. Some characteristics of different generations 
are summarized below.

Marketers think that 
lifestyles and social values 
of consumers are affected 
by the generation (when 
you are born and lived).

important
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Baby Boomers: Baby Boomers are the 
generation born between 1946 and 1964.34 They 
were born between the end of the Second World 
War and 1964 when birth rates intensified. Baby 
boomers value individuality, self-expression, and 
optimism. They define themselves with careers 
in terms of their characteristics, lifestyles, and 
attitudes and many of them are workaholics. While 
some are retired, many are planning to continue 
working and then move on to an active retirement. 
Health, energy, and fitness are the main goals for 
them. As a generation, they are self-centered and 
skeptical towards authority. According to Kotler 
and Keller, one out of five baby boomers is resistant 
to the aging process. With the motto of “The fifties 
is the new thirties”, they have turned to areas such 
as health club memberships, tightening body 
creams, supplementary foods, anti-aging products, 
hair transplants, hair dyes and organic product 
consumption.35 They don’t like bureaucracy, 
however, if they have a reason to fight, they give 
everything they have. If they believe that they 
buy a superior product with a good value, they 
will be less price-focused. They form an affluent 
community around the world compared to other 
generations. They are more interested in politics, 
pet care, nature, reading books and personal health 
care.36 

Baby boomers are an optimistic generation 
in terms of general attitudes. They believe in 
opportunities and often try to make a positive 
difference in the world in an idealistic way. They 
are competitive and look for ways to change the 
system.37 In their early years, travel, food, and 
culture began to travel internationally to new and 
distant countries. Subsequently, they pay attention 
to mobility in their lives. Baby boomers have 
traveled more than the previous generations; have 
seen more places and have high expectations for 
the future.38

Generation X: Generation X is made up 
of individuals born between 1964 and 1978. 
This generation, cultivated in times of economic 
uncertainty, has had a tough time compared 
to Generation Y. They reached adulthood in 
tough economic times, and this had significant 
implications for Generation X. Gen Xers regard 
themselves as self-sufficient individuals, capable 
of solving all kinds of problems. For Gen Xers, 
technology is not a barrier but a facilitator. In 

contrast to the more optimistic and team-oriented 
Generation Y, Generation X is more pragmatic 
and individualistic. They are pessimistic, skeptical 
and almost frustrated at everything. They are very 
educated but are not good team players. Gen 
Xers balance family, personal, and work lives. 
Generation X makes up 42% of Internet users 
in Turkey because they have many needs and 
financial constraints; they usually shop from value-
oriented retailers. They may not be sure of their 
decisions, and often demand assurance for safety 
of options. Marketers can help them in planning 
their future and balancing business, family and 
personal lives. They are both cynical and informed 
about products, advertising, and shopping. They 
think that technology has changed their world and 
technology literacy is invaluable.39

Generation	 Y	 (Millennials): Kotler and 
Keller describe this generation as a generation 
born between 1979 and 2000. Consumers of 
this generation have met cables since their birth; 
they played computer games, surfed on the web, 
downloaded music, used instant messaging and 
connected with their friends via mobile phones. 
They are socially very conscious and sensitive to 
environmental issues. They are confident, selective 
and impatient.40 They have grown at a time when 
there has been endless and rapid changes such as 
full-time employment opportunities for women, 
dual-income households, nontraditional families, 
respect for ethnic and cultural diversity, increased 
social awareness, and ability to use computers at 
home and in schools. Eight fundamental values 
of Gen Y are; selection, individualization, detailed 
review, integrity, business association, speed, 
entertainment, and innovation.41

A steady stream of information has become a 
rule for this generation. They can do more than one 
job at the same time; they use their mobile phones 
for almost everything: reaching information, social 
networking, communicating with friends, finding 
job opportunities, purchasing products, comparing 
prices, exploring travel alternatives. This generation 
creates significant opportunities for marketers 
through the Internet and other technologies used. 
However, the Gen Y wants to decide when, where, 
and how they communicate by themselves.42

They prefer to interact with friends and 
messages on social network sites like Facebook and 
Twitter. Content is the king for this generation. It is 
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imperative to make the content portable from one 
platform to another without any limitations. Many 
of the Gen Y are content creators, distributors, and 
users.43 Marketers are trying to reach and persuade 
this generation by online viral campaigns, brand 
ambassadors, sponsorships, cool events, product 
placements, and videos.44

For instance, Coca-Cola rebranded Diet Coke 
for millennials. Diet Coke is trying to be cool for 
millennials with new look and flavors. Coca-Cola 
said the new flavors and look — with a different 
color, vertical stripe for each flavor and red for 
plain — are aimed to appeal millennials.45 To reach 
millennials, Diet Cola sponsored “Girl With No 
Job” Instagram page that has reached 2,8 million 
followers. In this sense, even Diet Coke published 
ads that are similar to vlogs on its YouTube page. 

Generation Z: Those born after 2000 are defined 
as Generation Z.46 Their parents married at later 
ages compared to the previous generations. They 
have faced global terrorism, consequences of 9/11 
attacks, violence at schools, economic uncertainty, 
stagnation, and mortgage crisis. In terms of their 
characteristics, lifestyles, and attitudes, Gen Z is 
the new conservatives with their traditional beliefs, 
family cohesion, self-control and more responsible 
behavior. They are accustomed to high technology 
and multiple sources of information with message 
bombardment from all sides. They have never lived 
without the Internet. Gen Z values realism. Peer 
acceptance is essential for Gen Z; they look for 
belonging. It is a global and diverse generation from 
diverse backgrounds with different experiences and 
ideas. They believe that they can affect the world.47

Generation Z, born with technology at their 
fingertips and growing up with smartphones, is 
now entering adult life. Technology has settled 
into their lives from the beginning without any 

problems. The digital world is the only world 
that they know. The digital age shapes their lives. 
If brands want to keep pace with this generation, 
they need to adapt to the values and attitudes of 
this generation. Those who are employed in the 
marketing sector are now technologically facing 
more advanced new consumer groups.48

Generation Alpha: Alpha Generation is the 
newest generation. Alpha Generation is defined 
as the generation born after 2010. McCrindle 
(2015) unveils the concept of Generation Alpha, 
states that it is the generation with the highest 
technological awareness, the most global, and 
influential generation up until now.49

It is expected that Generation Alpha will reach a 
size of 2 billion worldwide by 2025. Alpha children 
will grow up with their iPads on their hands, will 
never live without a smartphone and will have the 
ability to share an idea online in seconds. Great 
technological changes make Alfa Generation the 
most transformational generation among other 
generations. Alpha will be the generation that will 
meet the newest technology earlier than the other 
generations. Because this generation does not see 
technology as a tool, they integrate it into their 
lives.50

The Economic Environment
Economic environment consists of factors that 

affect consumer purchasing power and spending 
patterns.51 To assess the economic environment, 
companies should evaluate the factors that 
influence consumers’ and businesses’ buying 
patterns. Macroeconomic factors deal with the 
management of demand in the economy; the main 
mechanisms that governments use are interest 
rate controls, taxation policy, and government 
expenditure. If government increases expenditure 
(or reduces taxation), there will be more money 
in the economy and demand will rise; if tax is 
increased (or expenditure cut), there will be less 
money for consumers to spend which as a result 
demand will shrink. Rises in interest rates tend 
to reduce demand, as home loans become more 
expensive and credit card charges rise. Micro-
economic factors are to do with the way people 
spend their incomes.52 

To see the examples of advertisements 
targeted millennials by Diet Coke, visit 
https://www.youtube.com/channel/
UCZCOHRqaKeRVfKSwjEGAF5A

internet
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Nations differ considerably in their levels and distribution of income. Some countries are defined as 
industrial economies. Industrial economies represent rich markets that can afford to buy many different 
products and services. On the other extreme are subsistence economies that consume most of their 
own agricultural and industrial output and offer few market opportunities for the companies. Between 
these two extremes, there are developing	 economies 
that offer outstanding marketing.53 Countries with 
different income levels provide various opportunities 
for international companies. For example, as India’s 
middle-income customers have increased, European, 
North American and Asian car producers entered the 
Indian market with smaller and more affordable vehicles. 

Current economic indicators and projections about the future economy are vital data for companies. 
GDP per capita for Turkey was 10,862.6$ in 2016, and development trend in GDP per capita is shown 
in figure 6. According to data from World Bank, Turkey is in 64th rank in GDP per capita among top 
countries listed.54

Figure 3.6 GDP per capita (current US$) 2016

Source: https://data.worldbank.org/indicator/NY.GDP.PCAP.CD?locations=TR 

The economy of the United States is the largest economy in the world. According to the latest World 
Bank figures, it represents approximately a quarter of the global economy ($18 trillion, 24.3%), China 
follows the USA with 14.8% of the world economy ($11 trillion) and Japan is in the third place which 
represents almost 6% of the world economy. European countries take the next three places on the list: 
Germany in the fourth position, with a $3.3 trillion economy; the United Kingdom in fifth with $2.9 
trillion; and France in sixth with $2.4 trillion. Turkey is in the seventeenth place in the list.55

Countries are classified as industrial, subsistence 
and developing economies in terms of income 
levels and income’s distribution.

Thousand LABEL

12

10

8

6

4

0

1960 1970 1980 1990 2000 2010

TURKEY



62

3 The Marketing Environment

Economic factors can have a dramatic effect 
on consumer spending and buying behavior. 
Especially during the financial crises, consumers 
look for more value.	 Value	 marketing involves 
offering financially cautious buyers greater value—
the right combination of quality and service at a 
fair price.56 Consumers’ interest on private labels 
increase on economically hard times. A private 
label product is manufactured by a contract or 
third-party manufacturer and sold under a retailer’s 
brand name.57 For example, customers shopping 
from Migros may prefer Migros or Bütçem brands 
instead of national brands since they are more 
affordable and offer a reasonable quality. 

Marketers should also pay attention to income 
distribution as well as income levels. Over the past 

several decades, income inequality has increased. 
This means that riches have become richer, the 
middle class has become poorer, and the poor are 
still poor. This distribution of income has created 
a segmented market. Many companies like Gucci 
and Prada aggressively target affluent customers. 
Other companies such as BİM and A101 target 
those with less income. Some companies expand 
their market offerings from affluent customers 
to the less affluent customers. For example, Ford 
offers cars ranging from the low-priced Ford Fiesta 
to the luxury Lincoln Navigator SUV.58 In Turkey, 
the income inequality increased 0.007 points 
compared to previous year. The share of the highest 
quintile increased to 47.2% of the total income in 
2016.59
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The Natural Environment
The natural environment is affected by marketing activities, and at the same time, natural environment 

has considerable effects on the marketing decisions of the companies. First of all, physical environment can 
affect companies and their marketing strategies. For instance, mild winters may lead to a decrease in the sales 
volume of some products like tire chains, snow tires, winter apparels and even drinks like Boza and Salep. 
In contrast, in the warmer weather, demand for air conditioners, garden furniture, and cold beverages will 
increase. Natural disasters like earthquakes and flood affect companies. For example Japanese companies 
lived problems after the 2011 Great East Japan Earthquake.60 For companies, cost and availability of natural 
resources, and public concerns about pollution and conservation are crucial decisions.61

Marketers should be cautious about several trends in the natural environment. The first trend involves 
growing shortages	of	raw	materials. There may be problems in supply of renewable resources such as 
forests and nonrenewable resources such as oil, coal, and minerals. Even infinite resources like air and water 
can become a big problem in some parts of the world. Therefore, companies are searching for new sources 
of energy. Increased pollution is another environmental trend that affects society. Production and disposal 
processes and product packages may damage 
natural environment: water resources, air, and 
soil. Environmentally conscious customers 
are considering the companies’ environmental 
strategies in their purchase decisions. Therefore, 
companies should be responsible for natural 
environment and show that they are sensitive and 
respectful to environment. For example, Coca-
Cola has established Hayata Artı Foundation for 
finding innovative, result-oriented, measurable 
and sustainable solutions to natural and societal 
problems. In order to solve the problems, 
Hayata Artı Foundation collaborates with 
local, national and international non-profit 
organizations, universities and government 
agencies.62 Government	 intervention 
is another rising trend about the natural 
environment. Governments try to protect 
natural resources and ensure clean environment 
with laws and regulations. For instance, Norway 
has announced a complete ban on deforestation, 
making it the first country to commit to a 
zero deforestation policy. A large number of 
goods, including palm oil, tropical timber, soy, 
and paper are linked to the destruction of the 
rainforest, according to Rainforest Foundation 
According to Rainforest Foundation Norway, 
a large number of goods, including palm oil, 
tropical timber, soy, and paper are linked to 
the destruction of the rainforest in Argentina, 
Bolivia, Brazil, Paraguay, Indonesia, Malaysia 
and Papua New Guinea. Norway funds forest 
conservation projects worldwide as well as 
supporting human rights programs of forest 
communities.63

Picture 3.1 Elon Musk’s Tweet on Norway’s Fossil Fuel-Based 
Car Ban

Source: https://twitter.com/elonmusk/
status/738805691528318976?ref_src=twsrc%5Etfw&ref_

url=http%3A%2F%2Fnordic.businessinsider.com%2Fheres-
why-elon-musk-just-called-norway-an-amazingly-awesome-

country-2016-6%2F
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Regulation of natural environment can be 
an opportunity or threat. Norway is planning to 
ban the sale of all fossil fuel-based cars in the next 
decade, continuing its trend towards becoming one 
of the most ecologically progressive countries on 
the planet, according to reports. If passed, it would 
be particularly significant because a significant 
proportion of Norway’s funds rely on the country’s 
petroleum industry. 64 This plan will be a threat 
to fossil fuel-based car companies, but a big 
opportunity for an electric car company. After this 
plan announced, CEO of Tesla Electric cars, Elon 
Musk tweeted in response to the plan; “What an 
amazingly awesome country”.

With the increasing concerns about the nature, 
a new trend called green movement has emerged. 
Visionary companies conduct environmental 
strategies and practices to improve sustainability 
regardless of any forcing law and regulation. 
Environmental sustainability is meeting the 
present needs of consumers while preserving and 
protecting the limited natural resources for future 
generations. Many companies are serving customers 
with environmentally responsible products, 
recyclable and biodegradable packaging, less 
pollution and more energy-sufficient solutions.65 
Moreover, green marketing is an increasing trend. 
Green marketing is the effort of companies to 
choose packaging, design and other aspects of 
the product that are nature-friendly. Increasing 
concern on environment creates an opportunity 
for environmentally conscious products like 
concentrated detergents. 

The Technological Environment
Changes in technology can dramatically 

transform an industry. Technological innovations 
and technological improvements have had an 
extensive effect in all areas of marketing. First of all, 
through technology, new products and implications 
are invented. In addition, technology facilitates 
development of new processes and materials.66 The 
emergence of new technologies can substantially 
affect not only high-technology businesses, but 
also non-tech businesses. Changes in energy, 
transportation, information, and communication 
technologies increase the productivity and business 
efficiency. Shifts in major technologies such as 
nanotechnology, biotechnology, and artificial 
intelligence also have implications for marketers.67 

Changes in the technology provides new ways to 
satisfy the customer needs as in the case of music 
listening. Sony Walkman, cassette player, for 
instance, was once the best-seller brand. Cassettes 
were phased out in favor of discs. Then Apple’s 
iPod and MP3 players became popular to listen 
to music. Finally, mobile phones have provided 
consumers with digital storage capabilities to 
carry a lifetime of music without having cassettes 
or discs. Sony has worked hard to extend the 
Walkman brand to a series of subsequent digital 
music platforms. This started with the Discman 
(later CD Walkman), then the MiniDisc Walkman 
and many digital music players aimed at capturing 
the market opened up by the iPod.68

When monitoring technological environment 
or entering a foreign market, research and 
development (R&D) expenditures of competitors 
and related countries are of key indicators. Amazon, 
Alphabet, and Samsung are the companies with the 
highest spending on research and development in 
2017.69To see air pollution in the world, visit http://

aqicn.org/map/ 

internet

Green marketing is the effort of companies to 
choose packaging, design and other aspects of 
the product that are nature-friendly.
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The Legal and Political 
Environment

The political and legal environment covers 
external factors controlled by governments, both 
international, national, local authorities extends, 
and other trade or activity oriented by regulatory 
bodies. Although the legal environment relates to 
laws and regulations associated with consumers and 
business practices, the political environment relates 
to the period of interaction between business, 
society, and government before those laws are 
enacted, when they are still being formed, or are 
in dispute.70 Governments often pass laws, which 
affect business. For example, in France, alcohol 
advertising on TV is illegal, or in Japan, the price 
of rice is state-controlled; such price restrictions are 

common in many countries. In case of European 
Union (EU), companies should also consider EU 
legislation, which takes precedence over national 
law, and can seriously affect the way firms do 
business in Europe.71 The legal and political 
environment includes regulatory environment, 
whether such regulation comes directly from 
governments or industry-based bodies. Some 
examples of government controls in business 
are as follows: patent legislation, taxation, safety 
regulations, contract law, consumer protection 
legislation and control of working hours.72

Governments should protect companies from 
each other; protect consumers from unfair business 
practices along with protecting the interests of 
society against unrestrained business behavior. 
Businesses must watch developments on new 
laws and their enforcement when planning their 
products and marketing programs. Marketers need 
to know about major laws protecting competition, 
consumers and society. They need to understand 
these laws at the local, state, national, and 
international levels.73 
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Figure 3.8 Ranking of the 20 companies with the highest spending on R&D in 2017 

Source: Bloomberg; Capital IQ (2018). Retrieved from, https://www.statista.com/statistics/265645/ranking-of-the-
20-companies-with-the-highest-spending-on-research-and-development/

To learn how much your country invest in R&D, 
visit  http://uis.unesco.org/apps/visualisations/
research-and-development-spending/

internet
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There are laws and legislation about almost 
every marketing decision such as advertisements 
targeting children, age constraints to participate 
sweepstakes and contest, false advertisements, sales 
campaigns, door to door selling, product safety, 
etc. For instance, .For instance, the purpose of the 
Law on Consumer Protection (Law No:6502) is 
to take measures to protect health, safety and the 
economic interests of consumers, to compensate 
the loss of consumers, to ensure protection of 
consumers from environmental hazards.74

Legislative/regulatory institutions affect 
businesses. Some legislative/regulatory institutions 
in Turkey are listed below:

•	 Energy	 Market	 Regulatory	 Authority	
(Enerji Piyasası Düzenleme Kurumu- EPDK)

•	 Capital	Markets	Board	of	Turkey	(Sermaye	
Piyasası Kurulu-SPK)

•	 Competition	Authority	(Rekabet	Kurumu)
•	 Tobacco	 and	 Alcohol	 Market	 Regulatory	

Authority (Tütün ve Alkol Piyasası 
Düzenleme Kurumu- TAPDK)

•	 Information	 and	 Communication	
Technologies Authority (Bilgi Teknolojileri 
ve İletişim Kurumu- BDK)

•	 Banking	 Regulation	 and	 Supervision	
Agency (Bankacılık Düzenleme ve 
Denetleme Kurulu- BDDK) 

Emphasis on Ethics and Socially 
Responsible Actions 

Employees come across such different situations 
and conflicts in which there aren’t any laws, 
regulations or rules to lead them. For example, is 
it possible that an employee accepts a gift from 
business partners or customers? Is it possible that 
an employee gives a gift to a business partner or 

a government officer? What is the upper limit for 
gift giving and taking? For an employee making a 
business trip, how should he/she spend company’s 
money ethically? Are salespeople allowed to 
persuade customers to make a purchase decision by 
giving them partly true or even false information? 
Laws and regulations don’t cover all these kinds of 
questions. Therefore, companies are increasingly 
developing their own code of ethics. They are now 
developing policies, guidelines, and other responses 
to complex social responsibility issues.75 Code of 
ethics is written standards of behavior to which 
everyone in the organization must subscribe.76  That 
is, confusion about possible ethically unacceptable 
behavior of employees can be eliminated. Similar 
to mission and vision statements of companies, 
we may find the code of ethics in the companies’ 
websites. 

Some rules and regulations developed and 
implemented have the force of law, while others 
are voluntarily done.77 Enlightened companies 
encourage their managers to look beyond what 
regulatory system allows and simply “do the right 
thing.” These socially responsible firms actively 
seek out ways to protect long-run interests of their 
consumers and environment.78

Social responsibility is a management practice 
in which companies seek to engage in activities that 
have a positive effect on society and promote public 
good.79 Companies can show how they are socially 
responsible to customers, employees, environment, 
and society at large with social responsibility 
practices. Cause-related marketing is a marketing 
strategy in which an organization serves its society 
by promoting and supporting a worthy cause or 
by allying itself with not-for-profit organizations 
to solve a social problem.80 For each product sold, 
company donates an amount of money out of the 
price customer paid for product to a non-profit 

To read the Law on Consumer Protection, 
visit  http://english.gtb.gov.tr/data/55
e84f501a79f52b9c3d8c6a/6502%20
say%C4%B1l%C4%B1%20kanun%20
%C4%B0ngilizce.pdf

internet

Please visit websites of several 
companies and check if they 
have written code of ethics.

3
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organization or a worthy social cause. For instance, 
in 2017 Lipton Ice Tea produced colorless cans for 
promoting its “no-colorants” feature. For each six 
cans package Lipton Ice Tea that customer buys, 
Lipton Ice Tea donates 0.5 Turkish Lira to schools 
in Turkey which need painting and repairing. 
Cause-related marketing may provide opportunity 
to a company both to increase its sales volume 
and to improve its image as a socially responsible 
company. 

The Cultural Environment
Culture is the set of shared beliefs, attitudes 

and behaviors of a large population group. 
Culture includes religion, language, customs, 
behaviors, and beliefs.81 In order to understand 
developments that take place in a social system, it 
is necessary to analyze the culture of that system 
well. Anthropologically, culture can be defined 
as the sum of material and spiritual beings such 
as language, tradition, history, art, lifestyle and 
religious beliefs that people add to nature.82

Cultural changes over the same period include 
a major shift in eating habits due to an increase in 
tourism, world travel and greater globalization of 
food markets.83 Therefore, the cultural environment 
consists of institutions and other forces that affect 
a society’s basic values, perceptions, and behaviors. 
Cultural environment includes lifestyles, norms, 
traditions and customs, habits, religion and beliefs. 
These factors affect how people in a society think, 
and therefore, how they consume. This makes 
cultural environment one of the most important 
environmental factors that should be monitored by 
marketers on a regular basis.84

Global companies may affect a society’s culture 
in long run. For instance, cereal was not part of 
Turkey’s food culture in the past; Turkish people 
have known cereals with a crunchy noise from 
Hollywood movies and TV series. At the first 
launch of cereals to the Turkish market, people 
consumed cereals together with hot milk. Through 
advertisements, cereal companies educated the 
market about the proper use of the cereals with 
cold milk. Now, cereals have become a breakfast 
alternative in Turkey also. 

Companies should consider target country’s 
culture. In international markets, there are two 
main marketing options as standardization and 
adaptation. In standardization, the company uses 
same strategies and campaigns in different cultures. 
In adaptation strategy, companies make changes in 
marketing mix based on the culture of different 
countries. For instance, Dr. Oetker (a German 
multi-national company that produces baking 
powder, cake mixes, yogurts, frozen pizza, pudding, 
cake decoration, cornflakes, etc.) produces and 
sells 15 Turkish instant deserts including Aşure and 
Keşkül in Turkish market. Coca-Cola has Ramadan 
(a holy month for Muslims) themed advertisement 
to show that it is a part of our culture. 

Culture has effects on consumption patterns. For 
instance, Muslims and Jews don’t eat pork; Hindus 
don’t eat beef. In addition, culture has effects on 
way of thinking. Individuals behave accordingly to 
their cultural assumptions. For instance, Americans 
need more personal space than Turkish people do. 
Culture also affects communication procedures and 
is essential for information transfer. Some cultures 
are low-context cultures where people can talk 
about many topics like money and sexuality openly 
and easily. They explain themselves with words, not 
with their behaviors or their past. In high context 
cultures, it is inappropriate to talk about some 
topics like money and sexuality. Instead of talking, 
they express themselves with their behaviors.

Find some examples of 
adaptation strategy in 
international markets.

4

To see an example of cultural environment 
effect on companies, visit http://www.
droetker.com.tr/tr-tr/urunler/turk-tatlilari/
urun-cesitleri14.html

internet
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ENVIRONMENTAL SCANNING 
AND RESPONSES TO 

ENVIRONMENTAL CHANGE
Organizations exist in a very dynamic 

environment. Successful marketing strategies 
depend on marketing environment, which is 
very dynamic and changing all the time. The 
organization, therefore, has to keep up with 
changes and even foresee them. It is not enough 
to understand what is going on today, before it is 
too late, they should try to project future.85 To 
monitor changes in the marketing environment 
effectively and successfully, organizations need to 
undertake environmental scanning and analysis. 

Environmental scanning is collection and 
evaluation of information from micro and macro 
marketing environment that might affect company 
and its strategic marketing decisions. Such 
information may come from a variety of resources 
such as customer purchases, sales force contacts, 
service and support calls, web and social media 
sites, satisfaction surveys, credit and payment 
interactions, research companies, commercial 
online database, industry union reports, 
government agency reports, business publications, 
news media and Internet search engines. In other 
words, scanning involves observation; keeping an 
ear to the ground; perusal of secondary sources 
such as business, trade, government and general 
interest publications; and marketing research.86

In theory, every event and change in the micro 
and macro environment has potential to affect a 
company’s marketing activities, however, creating 
a system that contains every variable in the 
environment would be unmanageable. Therefore, 
the first task is to define a possible range of force 
that requires monitoring. These potentially relevant 
environmental forces are the most likely to have an 
impact on future business activities. Furthermore, 
a task for an effective scanning system is to design a 
system that provides a fast response to changes and 
events that are only partially predictable, emerge as 
surprises and grow very rapidly.87 

As a result, a company should organize 
its environmental scanning system. The 
most appropriate organization approach for 
environmental scanning depends on unique 
circumstances facing a company regarding costs 
and benefits of each alternative, size and probability 
of the company. There are four approaches to the 
organization of environmental scanning:88 

•	 “Line	management: Functional managers 
like sales and marketing create a team in 
order to conduct environmental scanning 
in addition to their existing duties. 
Disadvantages of line management are 
resistance to imposition of additional 
duties, lack of specialist research and 
analytical skills required for scanners.

•	 Strategic	 planner: Environmental 
scanning is made part of strategic planner’s 
job in a company. The drawback of this 
approach is that a head office planner may 
not have a deep understanding of a business 
unit’s activities in order to perform the 
environmental scanning.

•	 Separate	 organizational	 unit: Company 
sets a separate organizational unit which 
is responsible for disseminating relevant 
information to managers. For instance, 
General Electric company uses such a 
system. A dedicated team concentrating its 
efforts on environmental scanning is the 
advantage of separate organizational units, 
but it is very costly for small and/or not-
for-profit organizations. 

•	 Joint	line/general	management	teams: To 
identify needs, trends and issues that may 
affect business, a temporary planning team 
is set up. These teams are made of line and 
general (corporate) management.” 

Companies vary in terms of their responses 
to environmental changes. Many businesses see 
the variables in the marketing environment as 
uncontrollable forces that need to be responded 
and adapted. They passively control marketing 
environment and do not try to change it. They 
analyze environmental forces and design strategies 
that help them avoid threats and take advantage of 
opportunities. Other businesses have a proactive 
attitude towards the marketing environment. 
These businesses develop a strategy that changes 
the environment. They use lobbying activities, 
advertorials, blogs, and media activities. They make 
agreements with distribution agents to control 
the environment more effectively. Sometimes 
businesses cannot control the environment, they 
only monitor and respond. They have little impact 
on geographical population changes, economic 
environment or basic cultural values. However, it 
is possible that intelligent marketing managers try 
to respond proactively rather than reactively to the 
marketing environment.
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Discuss: 
What would be the reasons behind releasing green brand lists? 
Do you prefer to buy products and services from the brands on the list?
Evaluate this practice according to a macroenvironmental factor.

Adaptability: The New Competitive Advantage
...
“Ikea, like Tesco, leverages existing assets and capabilities to experiment with business models. After 

the company entered Russia, managers noticed that whenever it opened a store, the value of nearby 
real estate increased dramatically. Hence, Ikea decided to explore two business models simultaneously: 
retailing through its stores and capturing the appreciation in real estate values through mall development. 
Currently, it makes more profit in Russia from developing and operating malls than its traditional retail 
business.”

…
Source: Reeves, M. & Deimler, M. (2011). Adaptability: The New Competitive Advantage. Harvard 
Business Review, July-August 2011, pp.135-141.

Further Reading

Interbrand, the world’s leading brand consultancy, and publisher of the annual Best Global Brands 
report, started to release Best Global Green Brands report in 2011. Best Global Green Brands report 
examines the gap that exists between a corporation’s environmental practices and consumers’ perceptions 
of those practices. Visit Interbrand’s web site and read the report below.

Source: http://interbrand.com/wp-content/uploads/2015/08/Interbrand-Best-Global-Green-Brands-
2014-Overview-8.pdf

In Practice
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LO 1 Describing the marketing environment that affects 
the company’s ability to serve its customers

Marketing environment of a company is composed of environmental factors and forces that 
affect a company’s ability to satisfy customers needs and wants. These factors are categorized 
into two groups as microenvironment and macroenvironment. Factors and forces that are close 
to marketing are called microenvironment, which comprises the company itself, suppliers, 
marketing intermediaries, competitors, publics, and customers. The macroenvironment 
comprises larger societal forces which are listed as demographic, economic, natural, legal 
and political, technological and cultural environment. Companies constantly monitor the 
marketing environment to create strong relations with target market.

LO 2 Explaining how changes in the microenvironments 
affect marketing decisions

The microenvironment is made up of factors that closely affect marketing decisions. The 
microenvironment generally includes the company, suppliers, marketing intermediaries, 
competitors, publics and customers. Even if it may change from a company to another one, 
the company is organized under top management and departments such as production, 
accounting, finance and R&D. All these departments are working together to accomplish a 
final goal of creating a profitable long-term relationship with customers. However, sometimes 
their activities oppose and each decision of the internal company actors influence marketing. 
Suppliers are an indispensable part of value delivery network of a company. Problems which 
occur because of suppliers directly affect marketing, and indirectly the satisfaction of customers’ 
needs. Without marketing intermediaries, many companies can’t satisfy customers’ needs and 
wants properly. Creating long-term, successful relations with marketing intermediaries is crucial. 
Thus, today’s marketers define marketing intermediaries and suppliers as their partners instead 
of simply as channels through which they sell their products. Marketing intermediaries are 
resellers, physical distribution firms, marketing services agencies and financial intermediaries. 
Any company that offers same or similar products is generally identified as the competitor of 
another company in the same sector. Companies should define competition broadly because 
they all compete for customers’ financial resources. Therefore, they should monitor strategies 
and activities of their competitors. A public is real or potential groups that are related to or 
affect the achievement of the company in achieving its objectives. Publics are categorized into 
seven groups as financial publics, media publics, government publics, citizen action publics, 
local publics, general publics and internal publics. Customers can be categorized into five 
groups that require different marketing and communication tools. Consumer markets make 
personal consumption; business markets buy for further processing or using in the production. 
Resellers buy to resell at a profit. Government markets produce public services. International 
markets are composed of all these buyers in other countries. The microenvironment is easier to 
intervene and change. In addition, in microenvironment, monitoring and predicting is easier 
than macroenvironment.
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LO 3 Explaining how changes in the macroenvironments 
affect marketing decisions

The macroenvironment is the broader environment of marketing composed of six factors 
that are not easily changed or affected in short run. Macroenvironmental factors are harder 
to change and predict compared to micronenvironmental factors. Demography is a study 
of human populations in terms of size, density, location, age, gender, race, occupation, and 
other statistics. Changes in demographic environment have major implications for companies. 
In Turkey, there are some demographic trends affecting businesses; aging population, later 
marriages, fewer children, increase in working women, increasing nontraditional households 
and higher urbanization rates. Marketers also think that purchasing behavior of customers 
is influenced by generations. Baby Boomers (1946-1964), Generation X (1964-1978), 
Generation Y (1970-2000), Generation Z (2000-2010), Generation Alpha (After 2010) are 
believed to have different characteristics and behaviors that beg for separate marketing strategies 
or mixes. Economic environment involves factors that have impacts on consumer purchasing 
power and spending patterns. In order to assess economic environment, companies should 
evaluate the factors that influence consumers’ and business’ buying patterns. With regard 
to income levels and distribution of income, countries are classified into three categories as 
industrial, subsistence and developing economies that each one provides different opportunities 
for international companies. In addition, GDP per capita and economic conditions such as 
crises and income distribution should be monitored. The natural environment is composed of 
factors that are both affected by marketing activities and also affect the marketing activities. 
Shortages of raw materials, increased pollution and government interventions are the main 
trends in natural environment. Changes in technology can dramatically transform an industry. 
Technology is not just about new products, but also new processed, implications and materials 
that facilitates the life. For developed countries, investment on R&D is very high. Technological 
advances affect both companies’ production process, products and other environmental factors 
like culture and nature. Legal and political environment includes legislation and government 
policies that affect or limit businesses in a society. While the legal environment is about laws 
and legislation, the political environment is mostly related to relations with the government. 
Governments should save companies from each other, consumers from unjustified business 
activities and welfare of society in general. There are laws and legislation on almost every 
marketing activity. Today, limit for companies is not merely laws, companies are going beyond 
the laws and emphasize on ethics and social responsibility actions such as ethic codes and 
cause-related marketing. Culture includes religion, language, customs, behaviors, and beliefs. 
In order to understand developments that take place in a social system, it is necessary to analyze 
the culture of that system well. In international markets, companies and culture of a country 
affect each other in long run. Some companies prefer standardization strategies while others 
prefer adaptation or use both of them. Our consumption, our thinking, and communication 
process have been affected by the culture.
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LO 4 Discuss how companies can scan the marketing 
environment and react to the marketing environment

Companies should collect and evaluate information from micro and macro marketing 
environment that might affect a company and its strategic marketing decisions. This process 
is called environmental scanning. Such information may come from a variety of resources 
such as customer purchases, sales force contacts, service and support calls, web and social 
media sites, satisfaction surveys, credit and payment interactions, research companies, 
commercial online database, industry union reports, government agency reports, business 
publications, news media and internet search engines. To provide continuity, companies can 
set an environmental scanning system. There are four approaches to organize environmental 
scanning: line management, strategic planner, separate organizational unit and joint line 
general management teams. According to their response to environmental changes, companies 
may differ. Many companies accept marketing environment variables as uncontrollable; others 
have a proactive attitude towards the marketing environment.
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Test yourself

1  Which of the following public groups 
involves neighborhood residents and community 
organizations? 
a. General public b. Local publics
c. Internal publics d. Citizen action publics
e. Media publics 

2  Which of the following microenvironment 
factor is composed of wholesalers and retailers?
a. Marketing services agencies
b. Financial intermediaries
c. Resellers
d. Physical distribution firms
e. Advertising agencies 

3  Which of the following statements about 
marketing environment is true?
a. Strengths and weaknesses focus on external 

factors.
b. Suppliers and customers are examples 

macroenvironment.
c. Opportunities and threats represent actors close 

to company.
d. Cultural forces are one of macroenvironmental 

factors.
e. Marketing intermediaries represent threats and 

opportunities.

4  Which of the following matches about the 
“types of markets” is true?
a. International markets- use in their production 

processes
b. Government markets- those buyers in other 

countires
c. Reseller markets- further processes the products
d. Business markets-produce public services 
e. Consumer markets- personal consumption 

5  Which of the following environmental factors 
should be scanned to detect changes in the number 
of working women?
a. Demographic environment
b. Natural environment
c. Legal and political environment
d. Technological environment
e. Economic environment

6  If a person were born after 2010, which 
generation would he/she belong to? 
a. Baby Boomers
b. Generation Alpha
c. Generation X
d. Generation Z
e. Generation Y 

7  Which of the following countries has a larger 
economy than others?
a. Germany 
b. Japan
c. The United Kingdom
d. France
e. Canada

8  In which of the following environmental 
factors research and development spending of the 
competitors and countries is considered as a key 
indicator? 
a. Technological environment
b. Cultural environment
c. Economic environment
d. Legal and political environment
e. Natural environment

9  Which of the following is defined as the 
organization of environmental scanning approach 
that involves setting up a temporary planning 
team to identify needs, trends and issues that may 
affect the business? 
a. Line management
b. Strategic planner
c. Separate organizational unit
d. Joint line/general management teams
e. Matrix organization

10  Which of the following strategies is used 
when the company announces that customer 
would donate for a cause with the product bought?
a. Social responsibility 
b. Green marketing
c. Green movement
d. Environmental responsibility
e. Cause-related marketing
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If your answer is incorrect, review “Publics”.1. b If your answer is incorrect, review “The 
Demographic Environment”.

6. b

If your answer is incorrect, review “The 
Marketing Environment”.

3. d If your answer is incorrect, review “The 
Technological Environment”.

8. a

If your answer is incorrect, review “The 
Marketing Environment”.

2. c If your answer is incorrect, review “The 
Economic Environment”.

7. b

If your answer is incorrect, review 
“Customers”.

4. e

If your answer is incorrect, review “The 
Demographic Environment”.5. a

If your answer is incorrect, review 
“Environmental Scanning and Responses 
to Environmental Change”.

9. d

If your answer is incorrect, review “Legal 
and Political Environment”.

10. e

Evaluate the use of SWOT analysis in the evaluation of 

marketing environment.

Evaluate the competitors of Coca-Cola in Turkey.

your turn 1

your turn 2

Monitoring marketing environment is accomplished by using a variety of 
techniques. Potential threats from within and outside of the company can 
be detected and acted upon in different ways by using SWOT analysis (made 
up of initials of strength, weaknesses, opportunity and threat words). At the 
simplest level, managers can use SWOT analysis to evaluate the firm’s internal 
position. Difficulties and weaknesses are factors specific to firm whereas 
opportunities and threats are external environmental factors.
Firms will create opportunities under the control of their external environment 
and seek new elements to confound danger. This stage of SWOT analysis 
helps marketers to “manage” their own dynamic environments.

Simply put, competitors of Coca-Cola in Turkey may be Pepsi-Cola and 
the other local brands. A big company like Coca-Cola never thinks less of 
competition. In Turkish culture, people consume too much tea and prefer 
Ayran (yogurt drink) as refreshment. There are many local soda pop brands 
such as Niğde Gazozu, Bağlar Gazoz and Bodrum Gazozu. Boza and Sahlep 
are also popular winter season beverages. More broadly discussing, all local, 
national and international soft drinks are the competitors of Coca-Cola. 
Finally, we have learned that all companies who want a share of customers’ 
budget are competitors of each other.
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uggested A
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ers for “Your Turn”

Please check websites of some brands if they publish a code of 

ethics.

Find some examples of adaptation strategy in international 

markets.

your turn 3

your turn 4

Please check websites of some brands if they publish a code of ethics.
Many companies share their code of ethics with public. As mission and vision 
statements of a company, we can find their code of ethics on their websites. 
You can also visit the websites of companies that you are interested in, to 
check whether they have published it. Here are the two examples of ethic 
codes:
The Values and Ethical Code of the Pirelli Group
https://d2snyq93qb0udd.cloudfront.net/corporate/pdf/EthicalCode_ENG.pdf
Code of Ethics Turkcell 
https://www.turkcell.com.tr/en/aboutus/investor-relations/corporate-
governance/code-of-ethics

We may find many interesting examples of adaptation strategy in many 
countries. For instance, well-known fast-food chain McDonald’s offers 
dissimilar products that cannot be found in its home country; Wasabi Filet-
o-Fish in Hong Kong; Boerenfriet in Belgium, Sakura McFizz in Malaysia, 
Greek Mac in Greece, Bubur Ayam in Indonesia, Taro Pie in China, The 
Nurnburger in Germany, Tsukimi Burger in Japan, Pizza McPuff in India, 
McRice in Philippines and McMolletes in Mexico. By protecting its menu 
generally, McDonald’s try to adapt to the local food culture and give a message 
to local customers that we are one of you.
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Describe the sources that are used by 
companies to generate information

Understand the importance of marketing 
information and gain marketing insight for firms Explain the marketing information system and 

its functions

Define marketing research process3
1 2

4

Chapter Outline
Introduction 
The Importance of Marketing Information and 
Customer Insights
Marketing Information System
Generating Marketing Information
Marketing Research

Key Terms
Marketing Insight

Marketing Information
Marketing Information System

Marketing Research
Research Problem
Research Design

Data Collection Methods
Sampling

After completing this chapter, you will be able to:

Marketing Research 
and Marketing Insight
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INTRODUCTION
Considering the fact that the main goal of firms 

is to make profit by creating value to its customers, 
the importance of obtaining information on how 
to create value for customers would be better 
understood. Especially marketers need good 
marketing information on customers’ needs and 
wants to make decisions about marketing activities 
that would create value. In today’s world firms 
and marketing managers feel the critical need of 
obtaining information about marketplace and 
competitive forces as well as changes and trends in 
the marketing environment.

Firms obtain marketing information from 
various sources about marketplaces, customers 
and competitors, and add the information they 
created to that information pile. Then this whole 
accumulation of information is systematically 
organized by marketers for the purpose of using it 
in decision-making. However, the development of 
the Internet and rapid advances in information and 
communication technologies in the past 30 years let 
firms to gather information from new information 
sources such as social media as well as traditional 
sources. Thus, firms are able to obtain massive 
amount of marketing information; however, this 
abundant bulk of information created the need for 
a more comprehensive approach for organizing and 
categorizing it. Consequently, firms and marketers 
attempt to develop new systematic approaches 
for defining, filtering and organizing the required 
marketing information in that massive bulk of 
information with the aid of novel technologies. 
This chapter would explore the importance of 
marketing information and marketing insight; 
sources of marketing information on marketplaces, 
customers and competitors and the process of 
marketing research as a source of marketing 
information.

THE IMPORTANCE OF 
MARKETING INFORMATION 
AND CUSTOMER INSIGHTS
Rapid changes in the  business environment 

force firms to obtain information on marketplaces, 
customers and competitors, and make use of this 
information in order to be successful. Companies 
have to learn about customers and competitors, 
and utilize that information to stay ahead of 

competition. New developments in the markets, 
increasing competition, changing customer 
preferences, rapidly advancing technology, shorter 
product life cycles, and expanding scope of 
marketing activities create uncertainty and risk 
in the business environment, and consequently 
generate a fundamental need for marketing 
information. 

Forward-looking firms recognize the value of 
actionable marketing information about customers 
and markets for gaining sustainable competitive 
advantage. The clear intent here for marketing 
decision makers is to incorporate this type of 
information into marketing strategies and tactics 
as well as everyday marketing decisions.

Marketing information could be defined as 
any verbal, written or visual data that is relevant to 
marketing decisions1, and could be gathered from 
various sources. Aaker et al.2 define marketing 
information as any data or information gathered 
legally and ethically, which would be analyzed 
and transformed regarding to business needs for 
using in strategic planning and problem-solving 
processes. They argue that marketing information 
includes the following facets;

•	 Focusing	 on	 and	 using	 information	 as	 a	
strategic competitive source;

•	 Understanding	 the	 fact	 that	 acquiring	
marketing information does not merely 
consist of gathering data but collecting 
relevant data for accurate decision-making;

•	 Realizing	 that	 strategic	 research,	 risk	 and	
policy evaluation, information storage 
and dissemination functions of marketing 
information is one of the crucial sources for 
tracking business environment.

Even back in the 1960’s Philip Kotler argued 
that a firm’s effectiveness in its markets has 
increasingly become dependent on the marketing 
information that its managers acquire.3  After 
Kotler’s above-mentioned remark, other studies 
suggest that generating, analyzing, disseminating 
and managing marketing information would be 

Marketing information includes any verbal, 
written or visual data that is relevant to 
marketing decisions
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one of the key components for firms’ growth, even 
survival.4 Similarly, Aaker et al.5 indicate that in 
terms of decision-making and policy forming, 
information is power, complete and thorough 
information is absolute power.

Marketing information constitute a part or the 
whole basis of marketing decision-making in firms. 
Another essential objective of using marketing 
information besides acquiring information about 
markets, customers and competitors is to reduce 
the uncertainty and risk surrounding marketing 
decisions. Assume that a company will decide the 
package size, design, and color of a new product or 
decide whether to use social media or traditional 
media to promote its products. Hence, for each 
of the decisions about marketing mix elements, 
firms could gather marketing information. 
Consequently, it would not be erroneous to suggest 
that acquiring and using marketing information is 
a significant aspect of marketing decision-making. 
Firms should gather marketing information for 
accurately defining and satisfying customers’ needs 
and wants. According to Armstrong and Kotler 6, 
profound and creative customer insights are derived 
from effective marketing information, and these 
insights would generate competitive advantage.

In addition, the appropriate marketing 
information, which is accurately used, is a 
sustainable competitive advantage source that 
competition could not easily imitate. Rapidly 
changing marketing environment allows 
competitors to respond to firms’ competitive 
advantage they acquired through differentiated 
marketing strategies or products. Firms, which 
develop innovative and highly demanded products, 
and increase their efficiency in the market as a result 
of profound marketing information they obtained, 
are able to sustain their competitive edge. 

However, in this information era firms do 
not only encounter the problem of gathering 
any kind of marketing information and adding 

these to their information base. As the amount 
of marketing information gets larger, it gets more 
difficult for marketing managers to reach the 
relevant marketing information. Typical problems 
that marketing managers encounter in terms of 
marketing information are :7

1. The lesser amount of required and relevant 
information compared to larger amount of 
redundant information;

2. Reaching the required information as a 
result of dispersed information sources in 
the company;

3. Being unable to reach some vital marketing 
information since they are constrained by 
some managers;

4. Being unable to gather critical marketing 
information at the time they are needed;

5. Being unable to be sure of the accuracy 
and precision of the marketing information 
gathered.

As the above-mentioned problems depict, in 
decision-making marketing managers do not need 
any form of information, but need current, reliable, 
accurate and relevant marketing information. Some 
of this information can be obtained from the firms’ 
own internal resources, while others need to be 
collected from external sources. On the other hand, 
the collected information should be stored in a 
systematic order that managers could easily reach it 
when necessary. Such systems are commonly called 
marketing information system for collecting, 
organizing and processing the information that 
businesses need in their marketing decisions.

Marketing information constitute a part 
or the whole basis of marketing decision-
making in firms.

In decision-making marketing managers 
do not need any form of information, but 
need current, reliable, accurate and relevant 
marketing information.

Define how “big data” 
is changing the world of 
marketing information. 

1



81

4Principles of Marketing

MARKETING INFORMATION 
SYSTEM

Marketing information systems have been used 
for quite a long time.  The earlier versions were paper-
based systems in which condensed information was 
stored in large file cabinets. Compared to current 
forms of information systems, these earlier versions 
were relatively inefficient. With the rapid progress 
of computer and information technologies, current 
marketing information systems become more 
advanced and efficient.

In a general sense, a marketing information 
system is a way of systematically gathering 
and delivering effective and relevant marketing 
information to the right people on a continuous 
basis and at the right time.8 Hisrich 9 defined 
marketing information system as a system that 
is developed in order to collect, process, store and 
provide information that will form the basis of the 
marketing decision-making process. 

“A marketing information system consists of 
people and procedures dedicated to assessing information 
needs, developing the needed information, and helping 
decision makers use the information to generate and 
validate actionable customer and market insights.”10

Various definitions illustrate that marketing 
information system has a few critical aspects;

•	 First	 of	 all,	 as	 a	 system	 it	 comprises	
principles, processes, methods, people 
and necessary instruments for collecting, 
analyzing and storing information;

•	 Moreover,	 it	 is	 a	 planned	 and	 systematic	
effort for meeting the marketing 
information needs;

•	 Furthermore,	 it	 is	 a	 continuous	 effort.	
Continuity means that the system provides 
the information required for the marketing 
decisions not based on discrete research 
attempts but on the basis of regular and 
continuous information generation.11

Functions of Marketing 
Information System

When the above definitions are examined, it 
is possible to say that the marketing information 
system has three main functions.12 The first 
function of the system is to determine the 
information needed in marketing decisions. In 
order to be able to identify the information needed, 
it is necessary to ask the managers involved in 
marketing decisions what kind of information they 
need. Sometimes managers want all the information 
they can get because they do not know exactly what 
they need. A successful marketing information 
system, however, should balance between what 
kind of marketing information manager’s want and 
they really need, and what is possible to deliver.13 

On one hand, extensive amount of information 
can prevent effective decision-making, and on the 
other hand, limited amount of information would 
not help eliminating uncertainty from the decision. 
Accordingly, within the marketing information 
system it is essential to identify and collect all kinds 
of information that can be employed in marketing 
decisions.

A marketing information system consists of 
people and procedures dedicated to assessing 
information needs, developing the needed 
information, and helping decision makers 
use the information to generate and validate 
actionable customer and market insights.

The first function of the system is to 
determine the information needed in 
marketing decisions.
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The second function of the marketing 
information system is to generate any kind of 
marketing information that might be needed in 
decision-making. While generating information, 
it is possible to deploy various sources; however, 
these sources could be classified under three major 
categories: (i) internal databases and sources, (ii) 
marketing intelligence, (iii) marketing research. 
The function of generating marketing information 
is not limited to merely gathering information 
from the relevant sources; but also organizing, 
analyzing and evaluating the information gathered 
to operationalize in marketing decisions.

The third function of the marketing 
information system is to deliver the generated 
information to the people or managers who would 
use this information in marketing decisions when 
needed. Each firm develops its own process for the 
dissemination of information in line with its own 
traditions and needs. Since marketing information 
system is intended to provide timely, accurate and 
necessary information to marketing decisions, it 
is also important to use information generated 

within the system. The third function of the system 
is even more important in this regard. Thus, if the 
information generated in the system is not delivered 
to the managers who need it, then it is not possible 
to say that the system works accurately. In terms 
of information dissemination, firms use different 
approaches. In recent years, the rapidly developing 
information and communication technologies 
have increased firms’ means of both generating and 
disseminating information. In addition, various 
software and intranet applications make it easier for 
business managers and marketing managers to access 
the marketing information system. Some businesses 
even allow supply chain or value chain members to 
access to marketing information systems.

Marketing managers and other information users
Obtaining customer and market insights from marketing information

Assessing
information

needs

Analyzing
and using

information

Internal
databases

Marketing information system

Developing needed information

Marketing
intelligence

Marketing
research

Target
markets

Marketing
channels

Competitors Publics Macroenvironment
forces

Marketing environment

Figure 4.1 Marketing Information Systems

Source: Adapted from Armstrong and Kotler, 2014: 128.

The second function of the marketing 
information system is to generate any kind 
of marketing information that might be 
needed in decision-making.

The third function of the marketing 
information system is to deliver the 
generated information to the people or 
managers who would use this information 
need in marketing decisions when needed.

How can we integrate 
social media into marketing 
information systems? 

2
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GENERATING MARKETING INFORMATION
As mentioned above, the second function of the marketing information system is to generate the 

marketing information needed. As seen in Figure 4.1, the marketing information system derives information 
about customers, as well as information about target markets, competitors, marketing channels, public 
opinion and macro environmental factors, from sources that could be grouped under three main categories: 
internal resources, market intelligence and marketing research.

Before explaining information sources, it might be helpful to explain the differences between data, 
information and knowledge. Data consists of numbers, records, symbols, and the like about facts. Data 
could be obtained from events, changing circumstances, and developments that occur in the business 
environment; as well as from records and reports kept by the company itself. Information is related to 
the formation and shaping of data. In other words, information is obtained by attributing meaning to 
the collected data. From this point of view, information is interpretation of numbers, records, symbols, 
situations, etc. that make up the data. Knowledge has a deeper, richer and broader meaning than 
information. Information is converted into knowledge; when information is synthesized and used in 
decisions, it transforms into knowledge. For instance, information is transformed into knowledge when 
the information obtained from various sources is shared, discussed and interpreted within the company.14 
The relationship between data, information and knowledge is presented in Figure 4.2. 

Figure 4.2 The Relationship between Data, Information and Knowledge

Data
(Raw facts) Analysis Analysis

İnformation
(What does

the fact mean?)

Knowledge(What
 should be done)

The relationship between data, information 
and knowledge can be explained with an example.
When a company identifies its market share for 
2017 as 34%, it is data in the form of numbers. 
Such data can be interpreted with respect to the 
previous years’ market share. In this case, when 
we say the current market share has decreased 5% 
compared to the 2016, we interpret and convert 
the data in numbers into information. In other 
words, the market share of the firm has declined to 
34% by a 5% decrease compared to the previous 
year. This information is turned into knowledge 
when it is debated and synthesized by marketing 
managers in order to decide what should be done 
to avoid decrease in market share. If marketing 
managers investigate market share data over the 
past 10 years and decide to lower the price by 
taking into account the marketing activities that 
led to a decrease in market share, then it is possible 
to say that they act on knowledge.

Internal Sources of Information
Firms generate various kinds of information 

from their sales reports to market share information, 
from customer satisfaction data to customer 
complaints and advertising expenditures. Internal 

sources of information comprise several types of 
records and reports such as costs, sales and revenue 
records prepared by the accounting department; 
capital flow, revenue and investors’ relations 
reports prepared by the finance department; raw 
materials and capital goods inventory records 
and production rate reports generated by the  
production department; and the marketing 
department’s records on sales expenditures and 
expenditures related to customers, advertising and 
other marketing communication activities.

Such information that each department of a firm 
generate from their records of operation has been 
stored and used in the firm in a relatively scattered 
manner in the past. In recent years, advances in 
information and communication technologies 
have allowed businesses to create databases that can 
store and use such information that their businesses 
produce. In this way, businesses have been able 
to store and use the information they produce in 
almost every way, regularly and at any time.

In addition, particularly in the last two decades, 
depending on the widely adopted customer 
relationship management approach companies 
started to add new sorts of information to 
information they traditionally generate. 
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A considerable deal of information on 
customers’ socio-economic features; preferences 
and desires about products and services; life 
style; level of satisfaction with the firm itself 
and its products; troubles and complaints about 
products are added to the information collected or 
generated in the firm. Along with the advances in 
the customer relationship management approach, 
a number of software and database interfaces have 
also been developed that are designed to help firms 
in this area. Accordingly, these means allow firms 
to store all the information they collected and 
generated in their own organization in a database 
that can be accessed and used by all the managers 
and units that need it.

Compared to other sources of information, it 
is easier to reach internal sources. However, there 
are still some problems with internal sources 
of information. A wide variety and amount of 
information within the firm are generated and 
stored predominantly for specific purposes. Today 
many companies store this information in their 
databases, but they need to be transformed into 
the kind of information required so that they can 
be used effectively in marketing decisions. The 
functions of organizing, analyzing and evaluating 
the collected information of marketing information 
system are precisely correlated to this issue.

Market Intelligence
Market intelligence or in other words market 

monitoring information covers the data and 
information that marketing decision makers need 
about market changes.15 Market intelligence is 
often the result of various studies conducted for 
other specific purposes. Information gathered 
about market conditions and changes, competitors, 
changes in macro factors of the marketing 
environment, circumstances affecting customer 
preferences and purchasing habits are generally 
considered under this heading. A large part of this 

intelligence, in particular the macro factors of the 
marketing environment and general information 
about the market conditions could be acquired 
through statistics and reports provided by state 
institutions	 such	 as	 TUIK;	 trade	 publications;	
statistics and reports published by transnational 
organizations	 such	 as	 EU,	 OECD,	 etc.;	 annual	
reports of firms; or any data on visual and 
written media, and the Internet. Other necessary 
marketing intelligence, especially information 
related to the micro factors of marketing 
environment and competitors could be collected 
from internal resources such as top managers, sales 
force, purchasing unit, as well as from external 
sources such as suppliers and distribution channel 
members like retailers who are in constant contact 
with the market, and even from customers.

Firms store, organize, analyze and use market 
intelligence obtained within the marketing 
information	system.	Up-to-date	market	intelligence	
within a well-established marketing information 
system would help not just to marketing managers 
but all levels of management of the firm to make 
better decisions. Market intelligence is largely used 
to assist strategic planning; marketing planning; 
developing sound marketing strategies; monitoring 
the actions and strategies of competitors; and 
identifying opportunities and threats in the 
marketing environment.

However, since market intelligence can be 
collected from various sources with several 
means, it might generate some problems in 
terms of organizing, evaluating and usage. Like 
firm’s internally generated information, market 
intelligence needs to be organized and analyzed 
within the marketing information system for 
effective use. In addition, some of market 
intelligence is collected from open sources such 
as the Internet.  It should be considered that the 
same intelligence could also be acquired and used 

Compared to other sources of information, 
it is easier to reach internal sources. 
However, there are still some problems with 
internal sources of information.

Market intelligence covers data and 
information that marketing decision makers 
need about market changes, and they are the 
result of various studies conducted for other 
specific purposes.
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by firm’s competitors; thus, it gets even more 
important to transform raw market intelligence 
into operational information within the marketing 
information system.

MARKETING RESEARCH
The third important source of information of 

the marketing information system is marketing 
research	conducted	by	companies.	Unlike	internally	
generated information or market intelligence, 
marketing research collects information only 
through projects or studies that are designed 
and carried out in order to respond to a specific 
marketing situations and decisions. For example, 
a smart phone manufacturer could acquire market 
intelligence about the size of the market in Turkey, 
key competitors and their brands in the market, 
market shares of these brands from various external 
sources. However, the manufacturer would need to 
conduct marketing research in order to understand 
the profile of the target market or assess the smart 
phone users’ expectations from new models, things 
that they like/dislike in other models.  These kinds 
of information normally cannot be obtained 
neither from internal sources nor through market 
intelligence.

At this point it would be useful to explain the 
types of data that form the basis of information 
to be used in marketing decisions: primary and 
secondary data. It would be more appropriate and 
plausible to start with explaining secondary data. 

Secondary data can be described as data already 
collected for other specific purposes. Therefore, 
we can say that a large part of the information 
comprised within the marketing information 
system consists of secondary data. There is quite 
extensive amount of secondary data available 
from many sources. For example, the smart phone 
manufacturer mentioned above may reach various 

published or online information. Secondary data 
can be used for collecting market intelligence as 
well as conducting certain types marketing research 
projects. Gathering secondary data is usually both 
easy and cost-effective compared to primary data. 
However, it is important to identify the available, 
relevant and appropriate secondary data sources 
and also to reach them with minimum time and 
labor costs. Secondary data can be obtained from 
two types of sources, internal and external sources. 
Secondary data sources are shown in Figure 4.3 
below.

Primary data: Secondary data are often very 
useful, but in some occasions, they are insufficient. 
In the case of the smart phone manufacturer, 
information on such as the size of the market, 
market shares of competitors, etc. could be 
collected from secondary data sources. However, it 
is not easy to find pre-generated information about 
consumers’ smart phone usage patterns or their 
responses towards a new model of smart phone that 
the manufacturer plans to launch to the market. 
Therefore, the manufacturer should directly go 
to the source of the data required, which in this 
example is the smart phone users, collect data, 
which is the primary data, and then transform it 
into actionable information.

The Role and Definition of 
Marketing Research

Marketing research helps firms to reduce 
some of the risk related to marketing decisions by 
providing information that would form a part or 
the entire basis of decision-making.16 Marketing 
research basically involves the systematic collection 
and evaluation of decision-specific data in order 
to help firms to comprehend market trends and 
customer needs better; and draw actionable 
insights. Furthermore, since decision making 
inherently contains risk, the collection and 
evaluation of decision-specific data would help 
reducing and restraining the risk surrounding 
marketing decisions and actions at least to some 
degree. 

What is digital intelligence? 

3
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Every decision within the company, particularly 
marketing decisions, generate specific information 
requirements. In cases where the sources of 
secondary information are insufficient, this specific 
information is gathered through marketing research 
and relevant strategies are developed in accordance 
with this information.17 Effective decision-making 
depends on the quality of the information input, 
thus here marketing research plays a crucial role 
in providing accurate and useful information to 
firms.18

According Armstrong and Kotler 19, marketing 
research is the systematic design, collection, 
analysis, and reporting of data relevant to a specific 
marketing situation that the company encounters. 
In another definition, marketing research is the 
official communication of the company with 
the business environment; in other words, it is 
related to collecting information about marketing 
environment and interpreting it for the success of 
marketing plans of the company.20 The American 
Marketing Association defines marketing research 
as;21

“Marketing research is the function that links 
the consumer, customer and public to the marketer 
through information – information used to identify 
and define marketing opportunities and problems; 
generate, refine, and evaluate marketing actions; 
monitor marketing performance; and improve 
understanding of marketing as a process.”

This definition of marketing research reflects 
the changing role of research in marketing as a 
link between the consumers and the firms, and 
helps to improve understanding of marketing as a 
process. The definition also stresses the importance 
of centering marketing decision on a thorough 
understanding of target markets. The American 
Marketing Association also suggests that marketing 
research specifies the information required to 
address marketing issues; designs the methods for 
gathering information; directs and implements the 
data-collection process; analyses the results; and 
communicates the findings and their implications. 

Companies can use marketing research in 
a wide array of occasions. Marketing research 
can be employed in all decisions concerning the 
marketing mix elements. For example, marketing 
research gives firms insights into customer motives 
and attitudes, purchase behavior and satisfaction 
level. It can also help them to evaluate market 
potential, measure the effectiveness of pricing, 
product, distribution, and promotion activities.22 
Therefore, it has become a central component of 
developing marketing strategies and programs.

internal data external data

other sources commercial 
sources

goverment 
sources

industry 
sources

indexes, guides, 
directiories

trade 
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reports of 
companies

trade associations
(TOBB, TUSİAD)

government 
information

census 
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Secondary
 data

Nielsen, Ipsos, 
GfK Turkey

reports from 
institutes, ersities

Figure 4.3 Sources of Secondary Data

Source: Adapted from Proctor, 2005: 71

Marketing research is the systematic design, 
collection, analysis, and reporting of data 
relevant to a specific marketing situation 
that the company encounters.
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The role of marketing research can be better 
illustrated by a defining its support in the 
marketing system as in Figure 4.4. The core 
of modern marketing is to develop long-term 
profitable relations with customers by delivering 
superior value, which in fact requires a thorough 
identification of customer needs. As mentioned 
above, firms, particularly marketing managers 
need information about customers, competitors 
and miscellaneous influences in the market to 
identify customer needs and to develop marketing 
strategies and plans in accordance with those 
needs. In the last three decades, major factors 
such as globalization, rapidly changing customer 
trends and preferences, stiffening competition, and 
even more rapidly advancing technology with its 
tremendous effect on markets have increased the 
need for more accurate and timely information. 

As firms have become national and international 
in scope, the need for information on a larger 
span of markets has increased. As consumers have 
become more astute and sophisticated, marketing 
managers need better information on how they will 
respond to innovations and new market offers. As 
competition increases on a global scale, firms need 
information on the effectiveness of their marketing 
tools and market offers in order to keep up with 
the changing market conditions. As the marketing 
environment is changing more rapidly, managers 
need more up-to-date and timely information 
to adjust with the impact of changes.23 As the 
technology, particularly information technology 
advances; it changes the pace of the markets, affects 
consumer preferences, and thus marketers need the 
latest information about the progress of technology 
and its effects.  

Macro Environmental Factors

Marketing Research Support

Controllable Marketing Variables

Customer Behavior, Satisfaction, Loyalty

Micro Environmental Factors• Economy
• Technology
• Competition
• Legal and political issues
• Socio-demographic factors

• Family
• Peer groups
• Opinion leaders

Marketing Managers
• Market segmentation
• Target market selection
• Marketing programs
• Performance and control

• Consumers
• Employess
• Shareholders
• Suppliers

• Nature and scope of target markets
• Forces that shape marketing system
• Evaluation of marketing
• Evaluating successes and failures of marketing decisions

-Product -Pricing -Promotion

Exchange of  Values

-Distribution

Figure 4.4 The Role of Marketing Research in the Marketing System

Source: Adapted from Malhotra and Birks, 2008: 5

Under	these	circumstances	marketing	managers	should	make	decisions	that	would	create	superior	value	
to the target customers. Within this context of decision-making, marketing research assists marketing 
managers to connect marketing elements with the environment and target customers. As we mentioned 
earlier, marketing research would help eliminate some of the uncertainty by providing relevant information 
about marketing elements, environment and target markets. The role of marketing research in supporting 
the marketing decisions can be summarized as helping to:24 

•	 Describe	the	nature	and	scope	of	target	markets;
•	 Understand	the	nature	of	influences	that	shape	target	markets
•	 Understand	the	influences	that	affect	a	firm’s	ability	to	satisfy	target	markets;
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•	 Assess	singular	and	interactive	marketing	mix	elements;
•	 Monitor	past	successes	and	failures	in	marketing	decisions.	
As shown in Figure 4.5, throughout the years several categories of marketing research have been 

developed covering the range of decisions with which the marketing managers encounter. Marketing 
environment research can be conducted to identify the changes and trends in economic, political, social, 
cultural and technological factors of the marketing environment. Marketing managers can use target 
market research in order to acquire information on the market and market trends that can be used for 
future forecasting; calculate the market share of the brand and its competitors; and to define customers’ 
desires and expectations. Product research can be carried out for testing new product concepts and 
opportunities, revealing customer expectations on a new product’s content or design, and comparing the 
performance of an existing product with its competitors. Whereas sales research would help to evaluate 
the effectiveness of sales, sales area developing, and incentive and reward methods and techniques.

Figure 4.5 Categories of Marketing Research

Source: Adapted from Proctor, 2005: 10

Marketing managers can conduct distribution channel research to determine the most suitable 
distribution methods, the appropriateness of channel members, the best locations for warehouses and 
retail outlets. Promotional research would assist identifying the most appropriate method for promotion; 
the most suitable advertising and campaign materials; the most suitable media to be used; and also testing 
the effectiveness of communication in achieving the objectives.25

For firms deciding who should conduct the marketing research is another area of decision. A firm’s 
own research team alone may undertake marketing research projects; or the research projects may be 
performed by an independent marketing research agency; or some combination of these two options 
may be chosen. A number of large companies, which use marketing research heavily, have an internal 
marketing research department for the coordination of research. However, smaller firms usually do not 
have a marketing research department. They usually work with independent marketing research agencies, 
while large companies sometimes prefer to work with outside agencies depending on the expertise and 
resources required by the marketing research project.

Target Market
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Marketing Research Process
Each marketing research requires a distinct approach and a discrete effort, since each marketing research 

issue has unique features and covers distinctive questions and points to be answered. On the other hand, 
as marketing research entails the systematic and objective identification, collection and analysis of the 
relevant information, it involves a structured set of steps during execution. These steps that define the tasks 
to be accomplished in conducting a marketing research study are called the marketing research process; 
and includes six main steps as problem definition, developing an approach to the problem, research design 
formulation, fieldwork, data preparation and analysis, and report generation and presentation. The main 
steps of marketing research process are shown in Figure 4.6. The process depends on a clear understanding 
of the marketing decision requiring support. From this understanding, the research problem, aims and 
objectives are defined. To achieve the defined aims and objectives, a research approach should be defined 
and employed. Following this step, relevant information sources are identified, and various data collection 
techniques are assessed for appropriateness, which is the step for developing the research design. The data 
are collected using the most appropriate technique; they are analyzed and interpreted, and insights are 
drawn from the data. Finally, the findings, implications and recommendations are provided in a format 
that allows the information to be used for marketing decision-making and to be acted upon directly.26 

Figure 4.6 Marketing Research Process

Source: Adapted from Malhotra and Birks, 2008: 7

Step 1: Problem Definition
Each marketing research study requires a clear definition of the marketing problem encountered. The 

most important, but perhaps the most difficult step of the marketing research process is to define the 
marketing problem to be answered, since only when a problem has been clearly and accurately identified 
can a research project be conducted properly. Because defining the marketing research problem sets the 
progression of the whole project, regardless of how well the research plan is planned and successive steps 
are realized, if the problem is not accurately detected, marketing research would not generate efficient and 

actionable results, and even the findings could be misleading. 
Problem definition involves expressing the general problem and 
identifying the specific components of the marketing research 
problem.27 In addition, defining the research problem would 
also help identifying the research objectives. Depending on the 
research problem, first the central objective of the marketing 
research that would be investigated in the process is determined, 

Stage 1
problem

de�nition

Stage 2
research 

approach 
developed

Stage 3
research 
design 

developed

Stage  4
�eldwork 

or data 
collection

Stage 5
data 

analysis

Stage 6
report 

preparation

Problem definition involves expressing 
the general problem and identifying 
the specific components of the 
marketing research problem
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and then sub-objectives related to the central 
objective are formed. Research objectives may be 
depicted in the form of clear hypotheses that may 
be tested; or they may be presented in the form 
of “research questions” which cover broader areas 
and explores the answers rather than testing in a 
conclusive manner. 

While defining the problem of marketing 
research, which is a very challenging process, it is 
crucial (1) to provide the researcher information 
he/she needs to understand the situation accurately, 
and (2) to guide the researcher during the research 
study.28 This approach acknowledges the need for 
open and continuous communication between 
decision makers and researchers in defining the 
marketing research problem. If the researcher 
correctly understands what kind of information the 
decision-makers or managers need, then it would 
be possible for the researcher to design the most 
appropriate research project. Once the marketing 
research problem is clearly defined, it is time to 
determine the research approach.

Step 2: Developing a Research 
Approach

Once the decision-maker and the marketing 
researcher clarify the research problem, it is time 
to determine the correct approach to the research 
problem. Research problems that need to be 
answered through marketing research cover a wide 
range, from such a specific question as “what would 
be the impact of changing advertising approach on 
sales” to “how customers feel about our market 
offerings” or to “why our sales decreased under the 
expected level”. Therefore, marketing researchers 

need to develop a research approach that will enable 
them to find the right answers to each marketing 
research problem. This step frequently involves 
developing a theoretical framework, analytical 
models, research questions and hypothesis. In 
other words, developing a research approach to 
the problem comprises identifying the factors 
that influence research design. Accordingly, this 
step begins with the selection, adaptation and 
development of a suitable theoretical framework 
that would support a research design.29 From a 
general point of view, in some cases the research 
problem might be very well defined that there are 
sound theories of what should be measured and 
how to interpret them. However, in some other 
cases, the research problem might lack theoretical 
background, with the researcher trying to handle a 
wide set of factors that have not been sufficiently 
researched before. An accurate theoretical 
framework would help the researcher to identify 
“what should be measured or recognized” and “how 
best to interpret, summarize and convey them”. 
Throughout this step depending on the theoretical 
framework, the researcher decides on the relevant 
variables or factors to be measured or investigated; 
and then summarizes them in an analytical model 
depicting the interrelations between the variables 
or factors; and finally, develops research questions 
or hypothesis that would be examined or explored.

Step 3: Developing a Research 
Design

Research design is an outline or a plan for 
performing a marketing research study.30 In 
other words, depending on the research approach, 
research design is a detailed guideline depicting 
necessary tasks to be accomplished for acquiring the 
relevant information. The research design shows the 
path that needs to be followed to find an answer to 
the research problem identified as well as doing it in 
the most efficient way. There may be many different 
research approaches depending on the variety of 
research problems. Nevertheless, a research design 
typically consists of the following tasks.31 

1. Defining the information needed  
2. Identifying whether the overall design is to 

be exploratory, descriptive or causal  
3. Devising the techniques for investigation or 

measurement 
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4. Organizing an appropriate form or 
questionnaire for data collection 

5. Determining the sampling process and 
sample size 

6. Elaborating the steps of qualitative or 
quantitative data analysis

The wide variety of marketing research 
problems requires a comprehensive planning 
in accordance with the nature of issue to be 
investigated; the context or the environmental 
factors surrounding the research problem; and the 
nature of the information needed. This planning 
effort would end up with a specific research 
design; however, each research design may be 
broadly classified under two research methods, 
namely exploratory and conclusive research, as 
shown in Figure 4.7.

Exploratory research is a type of initial research 
that provides information to understand the scope 
of the current marketing problem. It is a flexible 
and progressive approach that helps apprehending 
marketing cases that are essentially difficult to 
measure, or cannot be measured in a quantitative 
manner, or the measurement would not genuinely 
characterize the marketing situation. For example, 
a shampoo producer whose sales began to decline 
without any prior indication or without any 
significant change in the marketing environment 
may carry out exploratory research to understand 
the reasons for the decline in sales. Exploratory 
research allows the marketers to identify the 
current marketing research problem more clearly; 
helps to define the major factors related to the 
problem and the relationships between them; 
develop hypotheses; and to specify actions to take.

Research Design

Exploratory Research

Descriptive
 Research

Causal
Research

Cross-sectional
Design

Longitudinal
Design

Conclusive Research

Qualitative
Exploration

Quantitative
Exploration

Figure 4.7 Research Design

Source: Adapted from Malhotra and Birks, 2008: 70

On the other hand, conclusive research is conducted to describe specific marketing facts, to test pre-
specified hypotheses and to examine specific relationships. In other words, conclusive research involves 
measuring clearly defined marketing concepts and problems. Therefore, conclusive research is more formal 
and structured compared to exploratory research; and also based on large, representative samples, and the 
data obtained are typically analyzed with quantitative techniques. Conclusive research designs may be 
either descriptive or causal.32

Descriptive research is normally conducted in order to portray and identify the characteristics of the 
markets, customer expectations and similar issues. Descriptive research allows

•	 Describing	the	characteristics	of	groups	such	as	consumers,	customers,	sales	representatives;
•	 Estimating	the	proportion	of	units	that	exhibit	certain	types	of	behavior	within	a	specific	group;	and
•	 Demonstrating	the	relationship	between	marketing	variables.	
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Descriptive research is structured and formal; therefore, it is conducted for testing certain hypotheses 
according to a pre-defined objective, in contrast to exploratory research. Continuing from the example 
of a shampoo producer, a descriptive research could examine how consumer preferences in the shampoo 
market differ depending on characteristics such as age, education, gender, and income.

 
Table 4.1 Differences between Exploratory and Conclusive Research

Exploratory Research Conclusive Research

Objectives 
To understand
•	 Provide	 insights	 about	 the	 nature	 of	
marketing	problem	or	issue	at	hand

To measure
•	 Test	specific	hypothesis	and	relationships

Features 

•	 Required	 information	 should	 not	
necessarily	be	clearly	defined

•	 Research	 process	 is	 flexible,	 unstructured	
and	progressive

•	 Not	 necessarily	 large	 samples,	 frequently	
smaller	samples

•	 Both	 qualitative	 and	 quantitative	 data	
analysis

•	 Required	 information	 should	 be	 clearly	
defined

•	 Research	process	is	structured	and	formal
•	 Frequently	large	representative	samples
•	 Quantitative	data	analysis

Findings 

•	 May	serve	structuring	conclusive	research
•	 Help	 apprehending	 marketing	 cases	 that	
are	difficult	to	measure

•	 Help	 reveal	 marketing	 concepts	
measurement	 would	 not	 genuinely	
characterize	

•	 May	serve	designing	exploratory	research
•	 Measure	specific	marketing	concepts	and	
situations

•	 Help	establishing	a	context	for	exploratory	
findings	

Methods 

•	 Expert	surveys
•	 Pilot	surveys
•	 Secondary	data
•	 Qualitative	interviews
•	 Unstructured	observations
•	 Quantitative	 exploratory	 multivariate	
techniques

•	 Surveys
•	 Secondary	data
•	 Databases
•	 Panels
•	 Structured	observations
•	 Experiments

Source: Adapted from Malhotra and Birks, 2008: 70

The second branch of conclusive research is causal research. Causal research investigates cause-and-
effect relationships. Marketing managers often make decisions based on causal relationships that would 
generate certain consequences. Since the assumptions underlying causal relations may not always be 
accurate, they need to be supported by research. Causal research helps 

•	 Determining	which	variables	are	the	cause	and	which	variables	are	the	effect	or	result;
•	 Defining	the	nature	of	causal	relationship;	and
•	 Predicting	the	possible	consequences.
As a result, similar to exploratory research, causal research is structured and formal. While descriptive 

research allows verifying the degree of relationship between variables, it would not provide information 
on the nature of causal relationships. On the other hand, causal researches examine the nature of these 
relationships, and are frequently designed as experiments performed in the most controlled environments. 
The shampoo producer, mentioned above, can measure the impact of newspaper ads in separate regions 
on sales through a well-planned causal research. 

There are three basic principles that should be taken into account, when deciding the research design. 
First of all, the research design should be selected according to the marketing research problem at hand. 
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Each research design serves specific purposes and 
it is not possible to use a single approach for all 
marketing problems. The second important 
principle is that the determined research design 
should be employed to provide accurate and 
required information. The third point is that each 
of the aforementioned basic research designs can 
be considered as a process of successive steps. These 
basic research designs could be used successively 
starting from exploratory research to obtain the 
required information. 

Step 4: Data Collection or Fieldwork
This step of the process is about collecting the 

necessary data to obtain the required information; 
therefore, it involves a number of phases. The first 
phase covers deciding which kind of data is required 
to provide a solution to the marketing research 
problem. If secondary data meet the information 
needs and provide a solution to the marketing 
research problem, then the researcher can use 
secondary data sources. As mentioned earlier 
secondary data are collected for other purposes 
than the existing marketing research problem. 
The researcher gathers and evaluates secondary 
data sources this time for the specified objective of 
the planned research. Secondary data sources may 
be internal sources, such as reports of previously 
conducted marketing research or organizational 
databases; they may be external sources as well, like 
trade publications. Researchers sometimes ignore 
or underestimate secondary data. However, it is 
always a convenient approach to start the research 
project with gathering and scanning secondary 
data sources. In fact, sometimes the secondary data 
related to the research problem provide genuinely 
effective information that primary data collection 
would not be required. In other words, secondary 
data collection and analysis may complete the 
research process, and they can fulfill the marketing 
manager’s information gaps.

On the other hand, in some marketing research 
problems, secondary data is not sufficient for 
providing a solution so that the researcher needs to 
collect primary data in order to obtain the required 
information. Marketers often need data on 
demographic and socio-economic characteristics 
of customers, such as age, education, gender, 
income, occupation, social status and marital 
status. In addition to this, the data on many 
diverse issues such as psychological characteristics, 
lifestyles, beliefs, attitudes, behaviors, consumers’ 
information about the products and purchase 
behaviors are also very important for developing 
marketing strategy and planning, and market 
offerings. Then the second phase involves deciding 
on which primary data collection technique to be 
used. Various primary data collection techniques 
are available to the marketing researcher driven 
from diverse disciplines. However, the crucial point 
here is to use the data collection technique that 
absolutely corresponds with the research problem 
and objectives. Key primary data collection 
techniques are summarized below.

Interviews. One of the widely employed 
primary data collection technique, particularly in 
exploratory research is the interview, which takes 
two forms: Personal interviews and Focus group 
interviews. In personal interviews, a respondent 
and an interviewer converse face to face according 
to the outline prepared in line with the research 
objectives. Personal interviews are largely conducted 
in shopping areas, in which the respondents are 
first contacted, and personal details are learnt, and 
then interested respondents are invited to attend to 
a central location at a specified time to participate 
in the research. Personal interviews are sometimes 
realized at professional locations. Personal 
interviews are employed in research questions 
such as understanding consumers’ reactions to 
new product concepts; how they feel about an 
existing product; how they differentiate and 
position brands; their beliefs and attitudes about 
products and brands; their feelings about certain 
organizations and companies; and sometimes even 
identifying consumers’ taste preferences in foods. 
Customarily, researchers offer the participants an 
incentive for compensating their participation. An 
important aspect of personal interviews that should 

This step of the process is about collecting 
the necessary data to obtain the required 
information and it involves a number of 
phases.
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be considered substantially is the impact of the 
interviewers’ capacity and skills. The interviewer 
has a central impact on the accuracy and value of 
the obtained data through personal interviews. 
The accuracy of the data collected by personal 
interviews is influenced by the interviewer’s tone 
and manner of asking questions to the respondents, 
and his/her skills of handling the follow-up and 
probing questions. The interviewer should proceed 
in a neutral way to avoid exerting bias on the 
responses. 

The second type, focus group interviews, on 
the other hand, involves six to twelve participants 
who are guided by a moderator in a comprehensive 
discussion about the research topic or issue. The 
purpose of focus group interviews is to comprehend 
what participants feel and have to say about the 
research topic, and to understand their contentions. 
Similar to the role of the interviewer in personal 
interviews, here the moderator should have the 
skill to get people talking about a topic in detail 
and in their own words without manipulation. The 
aim of focus group interviews is to uncover how 
participants feel about a product, concept, idea or 
organization and the role of it in their lives. The 
moderator also helps discovering the emotional 
involvement participants hold about the research 
topic. Focus group technique is widely used in 
consumer marketing research. The participants in 
the group have some common characteristics that 
are related to the research topic discussed during 
the interview. A focus group interview allows 
unrestricted discussion about the research problem 
or topic and, guided by the moderator, interactions 
among participants could generate ideas and 
suggestions that exhibit synergy. The moderator 
should keep the discussion alive and guide it 
towards a conclusion on which all participants 

agree upon. The moderator should move the group 
away from irrelevant discussion, and yet leave the 
group free to express significant new ideas. 

Observation. In observational studies, 
primary data is collected through observation 
of people, actions and situations associated with 
the marketing problem. Sometimes marketing 
researchers can collect data through observation 
that cannot be obtained by asking questions. 
Sometimes the required data can only be obtained 
through observation. For example, one of the 
most efficient techniques is to collect data through 
observation, where people do not want to answer 
questions, or where they are not able to provide 
information. Such as, the effectiveness of the 
services offered to clients in a bank branch can be 
assessed by observations where researchers act as 
clients in order to comprehend the actual service 
level to clients. On the other hand, researchers can 
observe actions, gestures, mimics of people, but 
it is not possible for them to observe the feelings, 
emotions, beliefs, attitudes or motivations of 
people. In the cases that require observation for a 
long period of time, or in cases that the relevant 
behavior is not frequently exhibited, the researchers 
try to collect data through ethnographic research. 
In ethnographic research, for collecting data 
trained observers are sent to observe and interact 
with the consumers or groups of interest in their 
“natural environment”.33 Such ethnographic 
research allows detailed data collection compared 
to traditional research methods.

Surveys. Survey research, the most widely used 
approach for primary data collection in marketing 
research, is the most appropriate method for 
gathering descriptive information. Marketers, who 
want to know about consumers’ knowledge, attitudes, 
preferences, or buying behavior could easily find 
out by asking them relevant questions directly. In 
survey studies, data are collected primarily by asking 
questions to the participants in the target group. 
Participants are asked a number of questions about 
their demographic characteristics, lifestyles, feelings, 
attitudes, awareness, preferences and behaviors. 
This type of research, which is extremely flexible 
and relatively easy to perform, is used extensively 
in marketing research. However, survey research 
also poses some problems. Sometimes people are 
unable to answer survey questions because they 
cannot remember or notice why they perform such 
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a behavior. People may be unwilling to reply to 
unfamiliar interviewers or to talk about things they 
consider private. Sometimes, busy people may not 
take the time for answering questions.34 

In surveys data can be collected by filling in 
the data collection tool or the questionnaire by 
contacting the participants via mail, telephone, face-
to-face or online. Mail questionnaires can be used 
to collect large amounts of information at a low 
cost per respondent. Respondents may give more 
honest answers to more personal questions on a mail 
questionnaire compared to an unknown interviewer 
or over the phone. Also, no interviewer bias would 
occur in the data collected. Telephone interviewing is 
one of the best techniques for collecting information 
rapidly, and it provides greater flexibility compared 
to mail questionnaires. Interviewers can clarify 
complicated questions and sometimes elucidate by 
probing, and the response rates tend to be higher than 
mail questionnaires as well. Face-to-face interviewing 
involves applying the questionnaire to people in their 
homes or offices, on the street, or in shopping malls. 
Such interviewing is flexible. Trained interviewers 
can elucidate complicated questions, and probe 
issues if necessary. They can show participants actual 
products, advertisements, or packages. However, 
individual personal interviews may cost three to 
four times as much as telephone interviews. Online 
questionnaires can be incorporated on the firms’ 
Web, or social media sites or used via e-mail to invite 
people to answer questions. Internet-based survey 
offers many advantages over traditional phone, 
mail, and face-to-face interviewing approaches. The 
most obvious advantages are high pace and low 
costs. By going online, researchers can quickly and 
easily distribute Internet surveys to thousands of 
respondents simultaneously, and the responses can 
be obtained almost instantly, because respondents 
themselves enter the data. 

Experiments. It would not be improper to say 
that observations are the most used data collection 
techniques in exploratory research, survey studies 
in descriptive research and experiments in causal 
research. Experiments are mostly performed in 
order to determine causality or causal relations. In 
experimental studies generally identical groups of 
participants are selected, where one relevant factor 
is varied and other factors are remain constant. 
Researchers observe the changes or responses to 
different factors that are measured or varied.

The third phase of designing the research 
involves determining the research sample and the 
sampling technique. When it is required to learn 
the attitudes, feelings, beliefs or habits of a group, 
it is necessary to ask each member of this group 
to participate in the study. Such an approach 
essentially corresponds to a census. However, it 
is not possible for firms to undertake such a great 
effort in their marketing research projects. For this 
reason, a sample is selected to determine the people 
who will participate in the marketing research. To 
sample something is to examine a small portion of 
the whole, usually for the purpose of understanding 
the nature or features of it. Statistics defined 
population as a collection of elements that have one 
or more specified characteristics. A sample of this 
population means some portion of this population. 
The sample in marketing research should reflect 
the basic features of the population. Because 
many populations of interest are too large to work 
with directly, techniques of statistical sampling 
have been devised to obtain samples taken from 
larger populations. There are three principles to 
be followed when determining the sample of a 
research:35

1. Who will be involved in the research? 
The answer to this question depicts the 
population of the research. The population 
may consist of individuals, organizations or 
firms. In marketing research, the population 
should be related to the target market, and 
exhibit the same qualities of the target 
market. Since the sample is selected from 
the population, accurate determination of 
the population of the study is crucial. Once 
the population has been identified, the next 
step is to develop a sampling frame. Such a 
framework allows every unit in the target 
population to be included in the sample.

2. How many people or firms should be 
included in the sample? Larger samples 

What is neuromarketing and 
how can we use it in marketing 
research? 

4
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typically provide better results than smaller 
ones. However, samples less than 1% of 
the population may deliver reliable results 
if the sampling procedure is credible. The 
sampling method can provide reliable and 
good information, often with less than 1% 
of the sample.

3. How should the respondents be selected? 
The answer to this question is related to 
sampling procedures or types. The first one 
of the major sampling types is probability 
sampling, where each unit of the population 
is given a probability to be selected to 
the sample, and the confidence limits of 
sampling error can be calculated; but these 
procedures are costly. On the other hand, 
non-probability sampling procedures are 
cost and time effective, but do not give each 
unit of the population to be selected to the 
sample. Most commonly used sampling 
procedures are presented in Figure 4.8. 

Figure 4.8 Types of Sampling

Source: Adapted from Proctor, 2005: 112-117.

Step 5: Preparing and Analyzing the 
Data

This step of data preparation includes the 
editing, coding, transcription, verification, and 
analysis of data. The process of data preparation 
and analysis is essentially the same for both 
secondary and primary data. Data analysis is an 
inherent part of developing the research approach, 
developing research design, and the execution of 
individual methods. If the data to be collected are 
qualitative, the analysis step simultaneously takes 

place as the data are being collected, well before all 
observations or interviews completed. An integral 
part of qualitative data preparation and analysis 
requires researchers to reflect upon their own 
learning and the ways they interpret what they 
observe or talk. 

If the data to be analyzed are quantitative, 
each questionnaire or observation form is checked 
or edited. The data from the questionnaires 
are recorded to data analysis software. At this 
point, verification confirms that the data from 
the original questionnaires have been accurately 
transcribed, whereas data analysis gives meaning 
to	 the	 data	 that	 have	 been	 collected.	 Univariate	
techniques are used for analyzing data when there 
is a single measurement of each element or unit 
in the sample. On the other hand, multivariate 
techniques are used for analyzing data when there 
are two or more measurements of each element and 
the variables are analyzed simultaneously. 

Step 6: Preparing the Research 
Report and Presentation

The entire marketing research study should be 
documented in a written report that addresses the 
research problem and objectives, and the research 
questions specified; describes the research approach 
and design, data collection and data analysis 
procedures employed; and presents the major 
findings. Research findings should be presented in 
a understandable and clear format so that they can 
be immediately directed to the decision-making 
process. In addition, an oral presentation should 
be prepared for marketing management using 
tables, figures and graphs to enhance clarity and 
impact. This last step of the marketing research 
process corresponds with the last task of marketing 
information system, as delivering the required 
information to the decision makers; and it also 
contributes to organizational learning in terms of 
building up marketing knowledge. 

Limitations of Marketing Research
It must be appreciated that using marketing 

research, even if the whole process is thoroughly 
followed, does not ensure that a marketing decision 
supported by that research would be successful. The 
act of decision making and conducting marketing 
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research are distinctive activities, and there are examples where the crucial link between these activities has 
resulted in failure. If decision-makers lack of necessary knowledge, or they perceive risk and uncertainty 
in their decision-making and cannot find support within their firm, they could acquire support from 
marketing research. However, many marketers state occasions where the use of marketing research has 
resulted in failure or where decisions based upon experience or intuition has proved to be successful. 
Such occasions present a challenge to marketing researchers, especially in light of the competition faced 
from alternative information sources; and should remind to maintain a focus of offering real and valuable 
support to decision-makers. Recognizing what real and valuable support means should fortify the whole 
array of creative data collection and analysis procedures. There are two areas of misapprehension about the 
role of marketing research:36 

1. Marketing research does not make decisions. The role of marketing research is not to make decisions; 
instead research supersedes intuition, impressions or lack of knowledge with relevant information. 

2. Marketing research does not guarantee success. Research provides the opportunity of improving the 
likelihood of making the right decision. Anyone who expects to eliminate the possibility of failure 
by doing research is very much likely to be disappointed. Since conducting marketing research 
would not reduce the possibility of failure, but risk and 
uncertainty surrounding decisions. The real value of 
research can be seen over a long period where increasing 
the percentage of good decisions should be manifested in 
improved marketing and firm performance.

What is neuromarketing and how 
can we use it in marketing research? 

Companies which want to market their products and services to international customers, need data 
and information about  those markets. The text below about Turkey is taken from a trade portal and 
presents some  market research findings to potential business people who wants to do business in Turkey. 

TURKEY: REACHING THE CONSUMER
Consumer Profile
Growing Sectors: Agriculture, textile, furniture, toys, cosmetics, packaging, public buildings and 

works sector/finishings, jewelry, banking services and tourism.
Consumer Behavior: Consumers are aware of quality when making purchasing decisions. Products 

which have the ‘CE’ label, accompanied by directions for use or warranty certificates, are appreciated 
for their guarantee of quality. When deciding to buy, the Turkish consumer is likely to enquire about 
conditions of payment. Young people are generally more aware of advertising and tend to like products 
close to those which suit Western tastes. 

Regarding foodstuffs, traditional Turkish products are preferred to international alternatives, 
nonetheless there has been growing interest in world cuisine and branches of international brand 
restaurants. When buying food, most consumers make sure the products they buy conform to their 
religious beliefs (72.1% of total consumers according to Turkish Consumer Academy Survey 2017). 

Online shopping has also become extremely popular in Turkey, with 60% of Internet users 
shopping online at least once a month (with 20.5% of users shopping more than once a week) (Turkish 
Consumer Academy Survey 2017).

Consumer Profile and Purchasing Power: Several demographic trends have substantially altered 
consumer behavior in Turkey. First and foremost, the Turkish population is relatively young: 49.2% 

Further Reading
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of Turkish citizens are under the age of 35. These tech savvy consumers are well-versed in the uses of 
technology to plan their purchases, search for products and follow global trends. As a result, Turkish 
consumers have been increasingly keen on products coming from abroad, including low-cost Asian 
goods and ‘cosmopolitan’ Western goods. A second trend is steadily growing disposable incomes, which 
have given rise to increased living standards and greater consumption habits. The Turkish luxury goods 
market, in particular, has seen growth resulting from the confluence of these trends. Over 80% of 
Turkish consumers plan their purchases ahead of time, but 87.7% of consumers buy products they had 
not planned to acquire.

Malls have become an important part of the urban landscape all over Turkey and altered shopping 
trends. 52.2% of Turkish consumers prefer shopping at malls while supermarkets (11.9%) and local 
markets (8.7%) lag behind (Turkish Consumer Academy Survey 2017).

Consumer Recourse to Credit: Consumer credit as well as the use of credit and bank cards have 
greatly increased in Turkey over the last few years. According to the latest Turkish Interbank Card 
Center Survey (January 2018), total number of credit cards reached 62.2 million while the number 
of bank cards stood at 130 million, which makes Turkey the biggest credit and bank card market in 
Europe. According to the same survey, total use of bank loans reached TRY 2.24 trillion in the first 11 
months of 2017 (24% year-on-year increase). Personal loans accounted for TRY 525 billion during the 
same period with a 17% year-on-year increase.

Source: https://en.portal.santandertrade.com/analyse-markets/turkey/reaching-the-consumers

The King of Potatoes
One of the biggest mottoes of our era is 

undoubtedly the “Customer is King” concept. 
Parallel to this understanding, one of the things 
that firms should do undoubtedly is to provide 
customer satisfaction. Providing customer 
satisfaction seems to be easy theoretically, but it 
is extremely difficult in practice. Firms should 
listen their customers to ensure their satisfaction. 
What is meant here is that firms need to know 
what the customer wants and sometimes they do 
marketing research to ask their customers what 
they want. We see that firms that listen to their 
customers make a difference and are preferred 
more.

One of the best examples of this is seen in 
Burger King commercials published in 2013. The 
BK, with the “Potato King” slogan, emphasized 
that the firm listened to the customers’ voice in 
the commercial. Burger King transformed the 

data obtained from on street interviews into 
marketing information by listening to customers’ 
voice.

Marketing research does not guarantee 
a 100% success for a company, but it plays an 
important role in determining the strategies 
needed for success. From this point of view, 
Burger King’s practice is extremely important. 
As a result of the marketing research, it was 
found that the customers were not satisfied with 
the Burger King’s potatoes and think that the 
potatoes too soft, cold and unshaped. Burger 
King delivered the clear message to customers 
that “I listened to you and responded to your 
complaints and make amendments” by national 
level television ads. After this smart action Burger 
King’s revenues increased by 35%. Burger King’s 
marketing research allowed the firm to renovate 
potatoes and the firm became “Potato King” in 
Turkey.

In Practice
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LO 1
Understand the importance of 
marketing information and gaining 
marketing insight for firms

Novel developments in the markets, increasing competition, changing 
customer preferences, rapidly advancing technology, diminishing product 
life-cycles, and expanding scope of marketing activities create uncertainty 
and risk in the business environment, and consequently generating a 
fundamental need for marketing information. Marketing information 
includes focusing on and using information as a strategic competitive 
source; understanding the fact that acquiring marketing information 
does not merely consist of gathering data but collecting relevant data for 
accurate decision-making; realizing that strategic research, risk and policy 
evaluation, obtaining and disseminating marketing information are crucial 
sources for tracking business environment.

LO 3
Describe the sources that are 
used by companies to generate 
information

Information sources could be classified under three major categories: (i) 
internal databases and sources, (ii) marketing intelligence, (iii) marketing 
research. Internal sources of information consist of numerous categories 
varying from sales reports to accounting records, from financial reports 
to human resources data. Market intelligence or sometimes called market 
monitoring information covers the data and information that marketing 
decision makers need about market changes. Market intelligence is often 
the result of various studies conducted for other specific purposes. The 
third important source of information of the marketing information 
system	is	marketing	research	conducted	by	companies.	Unlike	internally	
generated information or market intelligence, marketing research collects 
information only through projects or studies that are designed and carried 
out in order to respond to a specific marketing situations and decisions.

LO 2 Explain marketing information 
system and its functions

Marketing information system can be defined as a system that is developed 
in order to collect, process, store and provide information that will form 
the basis of the marketing decision-making process. 
A marketing information system consists of people and procedures 
dedicated to assessing information needs, developing the needed 
information, and helping decision makers use the information to generate 
and validate actionable customer and market insights.
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LO 4 Define marketing research 
process

Marketing research process includes six main steps as problem 
definition, developing an approach to the problem, research 
design formulation, fieldwork, data preparation and analysis, 
and report generation and presentation. Problem definition 
involves expressing the general problem and identifying the 
specific components of the marketing research problem. 
Research design formulation process involves developing a 
theoretical framework, analytical models, research questions 
and hypothesis. The third step is the research design, which 
includes depending on the research approach, a detailed 
guideline depicting necessary tasks to be accomplished for 
acquiring the relevant information. The research design shows 
the path that needs to be followed to find an answer to the 
research problem identified as well as doing it in the most 
efficient way. The fourth step of the process is about collecting 
the necessary data to obtain the required information. The 
next step of data preparation includes the editing, coding, 
transcription, verification, and analysis of data. This last step 
of the marketing research process corresponds with the last task 
of marketing information system, as delivering the required 
information to the decision makers; and it also contributes 
to organizational learning in terms of building up marketing 
knowledge. 
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1  Which of the following statements regarding 
marketing managers is false?

a. Managers feel the lack of the right kind of 
information.

b. Managers need accurate information.
c. Managers get more information than needed.
d. Managers need timely information.
e. Managers need data, not information.

2  Which of the following completes the 
sentence above?

A successful marketing information system 
provides the ________ information and ________ 
information to the decision-makers.

a. required - accessible
b. required - actionable
c. actionable - accessible
d. available - accessible
e. required - available

3  Wich of the following research types aims to  
clarify the research problem and develop research 
hypotheses.

a. descriptive b. causal
c. primary d. secondary
e. exploratory

4  Which of the following indicates what the 
facts mean?

a. Data b. Figures
c. Knowledge d. Information
e. Analysis

5  If your assistant wants to use secondary data 
in marketing research, you suggests her/him not 
to use secondary data due to problems it may 
generate. Which of the following is not one of the 
reasons of the example sitvation?

a. Data may not be available.
b. Existing data will not be useful.
c. Causes higher cost compared to collecting 

primary data.
d. Available data is not up-to-date.
e. Available data is not accurate.

6  Where from the information required 
regarding usage patterns of smartphone users in 
Turkey could be obtained?

a. internal sources
b. market intelligence
c. market research 
d. marketing research
e. marketing information system

7  Which type of survey is the fastest way to 
collect data in marketing research?

a. Face-to-face b. Phone
c. Internet d. Mail
e. Focus group interviewing

8  Which of the following completes the 
sentence above?

Focus group interviewing in marketing research is 
mostly used in ________ research.

a. experimental b. descriptive
c. causal d. exploratory
e. secondary

9  Your colleague is confused about the 
marketing research project she is conducting, since 
she believes she is doing something wrong, and 
not sure about what she is investigating. In which 
of the following steps of the marketing research 
process do you believe your colleague is having 
problems?

a. Designing the research
b. Developing the research approach
c. Data collection
d. Defining the research problem
e. Specifying the research objectives

10  When you are conducting a marketing 
research, if you want to give an equal probability 
to each unit of the population to be selected for the 
sample, which sampling method would you use?

a. Non-probability sampling
b. Probability sampling
c. Convenience sampling
d. Judgment sampling
e. Quota sampling

Test Yourself
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If your answer is incorrect, review “The 
Importance of Marketing Information and 
Customer Insights”

1. e If your answer is incorrect, review 
“Generating Marketing Information”

6. d

If your answer is incorrect, review 
“Marketing Research”

3. e If your answer is incorrect, review 
“Marketing Research”

8. d

If your answer is incorrect, review 
“Marketing Information System”

2. a If your answer is incorrect, review 
“Marketing Research”

7. c

If your answer is incorrect, review 
“Generating Marketing Information”

4. d

If your answer is incorrect, review 
“Marketing Research”

5. c

If your answer is incorrect, review 
“Marketing Research”

9. d

If your answer is incorrect, review 
“Marketing Research”

10. b

Define how “big data” is changing the world 

of marketing information? 

How can we integrate social media into 

marketing information systems? 

your turn 1

your turn 2

The term big data refers to the increased and complex datasets generated from the 
new digital world. Huge data sets may cause information overload and big challenges 
for marketing managers. But besides the dark sides of the issue big data presents 
big opportunities for both marketers and researchers. Companies that effectively 
process and analyze big data can gain deep and in time market insight. Customer 
Analytics (48%), Operational Analytics (21%), Fraud and Compliance (12%) New 
Product & Service Innovation (10%) and Enterprise Data Warehouse Optimization 
(10%) are among the most popular big data use cases in sales and marketing. These 
technologies help companies to increase customer acquisition and reduce customer 
churn. Also help companies to better understand the price movements in the 
market or improve new or existing products. So big data is the new competitive tool 
to better understand the markets and gain competitive advantage in the market. 
To learn more, read: https://www.forbes.com/sites/louiscolumbus/2016/05/09/ten-
ways-big-data-is-revolutionizing-marketing-and-sales/#6c98175a21cf.

There is a huge amount of consumer data on social media and integrating 
this data into the marketing information system is not an easy task. First of 
all, companies need to make an investment to collect social media data. Data 
should be captured from various channels and they need to be integrated from 
internal and external sources. To achieve this, specific technical skills, tools and 
analytical	methods	are	required.	Usually	a	third	party	owns	social	media	data	
so social media data is mostly accessed via new intermediaries. To learn more, 
read: https://www.researchgate.net/publication/267034418_Assessing_the_
impact_of_social_media_in_Marketing_Information_Systems
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What is digital intelligence?

What is neuromarketing and how can we 

use it in marketing research?

your turn 3

your turn 4

Digital intelligence is a new approach in marketing analytics, which means 
the ability to capture, management and analysis of data to provide a holistic 
view of the digital customer experience. Also called the backbone of customer 
experience management. Companies need to gain digital intelligence to create 
and enhance positive customer experience by managing their web presence 
and content. To learn more, read: https://www.cmswire.com/cms/customer-
experience/digital-intelligence-the-backbone-of-customer-experience-
management-016657.php 

Neuromarketing is a new field in marketing which uses medical 
technologies such as functional magnetic resonance imaging (fMRI), and 
electroencephalography (EEG) to track brain activity as subjects respond 
to some stimuli (audio and visual cues in most cases). Nuromarketing can 
be used in consumer experiments to understand how consumers make 
decisions by measuring the changes in activity in parts of the brain. To learn 
more, read: https://www.neurosciencemarketing.com/blog/articles/what-is-
neuromarketing.htm

S
uggested answ

er for “Your Turn”
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Understand the effect of demographic,
situational, social, psychological,
environmental  factors on consumer decision
making process

Explain the relevant terms and types of
consumer buying behavior

Identify the steps that a consumer goes
through buying process

3

1 2

Chapter Outline
Types of Consumer Buying Behavior
Consumer Buying Process
Factors Influencing The Consumer Decision 
Making Process

Key Terms
Consumer Buying Behavior 

Consumer Behavior
Maslow’s Hierarchy of Needs

Wants
Demands

Routine Response Behavior
Limited Decision Making

Extensive Decision Making
Consumer Decision Making Process 

Brand Loyalty 
Perceptions 

Learning and Memory
Motivations

Personality and Self
Reference Groups

Culture and Subculture

After completing this chapter, you will be able to:

Consumers and Consumer 
Behavior
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INTRODUCTION
Being knowledgeable about how consumers 

make buying and consuming decisions, 
understanding how they use products and services 
are critical foundations of successful marketing 
efforts. Therefore, this chapter is dedicated to 
understanding consumer and their buying process 
that will help companies to build right marketing 
strategies. In order to compete in the market place, 
companies need to know: 

•	 Who	are	our	consumers?
•	 What	they	buy?
•	 Why	they	buy?
•	 How,	when	and	where	they	buy?
•	 Who	participates	in	buying	and	

consuming	process?
•	 What	happens	after	consumption?
Consumer buying behavior refers to the 

buying behaviors of ultimate consumers, those who 
purchase products and services for either personal 
or household needs, not for business purposes such 
as re-selling.1 As you can see from this statement, 
there are two types of markets for the companies. 
First one is industrial market (business market or 
organizational market you may call) that consists of 
all the organizations that acquire goods and services 
used in the 
production of 
other products 
or services 
that are sold, 
rented or 
supplied to 
others.2 

The second market is consumer market that 
consists of individuals who buy either for themselves 
or for the family and households. This chapter is 
designed to comprehend the behaviors of consumer 
market.

Years ago marketers tend to focus attention on 
acquisition of products.3 Nevertheless “acquisition, 
consumption, and disposition are each vital phases 
of the broader consumption process”.4 During a 
consumption process a consumer go through three 
orderly	 stages:	 1.	 He/she	 acquires	 a	 product,	 2.	
Uses it, then 3. Disposes the product or leftovers.  
Therefore, consumer behavior is not only limited 
to buying behaviors of consumers. Besides, it is 
also not only limited to buying physical products 
like cars, computers or shampoos. It includes 
buying services (dentist, hairdresser, restaurants 
etc.), time (parking space, hotel rooms etc.), and 
ideas (such as saying yes to lean meat, recycling 
leftover foods). Consumer behavior can be defined 
as the “Acquisition, consumption and disposition 
of goods, services, time and ideas by decision 
making units”.5 Figure 5.1 divides the definition of 
consumer behavior into its parts, and then explains 
each part. Moreover, the Figure articulates the 
importance of understanding consumers and their 
behaviors when developing marketing strategies. 
Consumer response may often be the ultimate test 
of whether or not a marketing strategy will succeed. 
Thus, knowledge about consumers is incorporated 
into virtually every facet of a successful marketing 
plan. Data about consumers help marketers to 
define the market and to identify threats and 
opportunities in their own and other countries that 
will affect how consumers receive the product.6

Consumer market consists of 
individuals who buy either for 
themselves or for the family and 
households.

Whether
What
Why
How
When
Where
How much
How often
How long

Acquisition
Usage
Disposition

Products
Services
Tİme
Ideas

Information
Gatherer
In�uencer
Decider
Purchaser
User

Hours
Days
Weeks
Months
Years

The totality
of decisions

about
consumption of an o�ering over time

by decision
making units

MARKETING STRATEGIES AND TACTICS

Figure 5.1 The Definition of Consumer Behavior
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TYPES OF CONSUMER BUYING 
BEHAVIOR

To live, we need to consume things. Life is all 
about consumption. Imagine that your best friend 
is	getting	married.	Having	a	family	is	a	basic	course	
of	 a	 life.	 He	 is	 about	 to	 set	 up	 his	 own	 family.	
During this process he needs to do lots of things 
including buying things for the house, for the wife 
and for the wedding ceremony. During his wedding 
phase he will make many decisions; such as buying 
a house or renting one, offering food and drinks to 
the guests or getting married at the registrar office 
and offer some small wedding gifts to the guests. In 
sum, there will be many different needs, decisions 

and consumptions at this stage of his life. Before 
going in to the details of decision making and how 
human beings make consumption decisions, it will 
be wise to go through the term “need” used above.

Definition of Need 
Needs are the basic human requirements such 

as food, clothing, love, respect and success for 
survival. A variety of needs can operate in a given 
situation.	When	unmet,	they	give	a	certain	amount	
of tension. According to Abraham Maslow, needs 
can be grouped into five different levels that are 
given in Figure 5.2.

Self-
actualization:
achieving one’s

full polential,
including creative

activities

Esteem needs:
prestige and feeling of accomplishment

Belongingness and love needs:
intimate relationships, friends

Safety needs:
intimate relationships, friends

Physiological needs:
food, water, warmth, rest

Self-full�llment
needs

Psychological
needs

Basic
needs

Figure 5.2 Maslow’s Hierarchy of Needs

The figure above tells us that the first level of human needs includes physiological things for survival. 
Then	at	the	second	level,	one	meets	his/her	needs	for	safety	and	security.	The	first	two	steps	refer	to	the	
immensely basic needs of human beings. Then at the third 
level, belongingness and love arise as psychological needs. 
We	all	need	close	relationships	and	give	&	take	type	of	love.	
Prestige and accomplishment appear as human needs on 
the fourth level. Third and fourth levels of the hierarchy 
are about psychological wellbeing. At the highest level of 
the need hierarchy, there is a need for achieving one’s full 
potential which drives one to realize his true potential and 
achieve his “ideal self ”.  As Maslow said, “what a man can 
be, he must be”.

Who is Abraham Maslow?: Abraham 
Maslow was a 20th century psychologist 
who developed a humanistic approach 
to	psychology.	He	is	best	known	for	his	
hierarchy of needs. In 1970, he published 
a list of famous people he considered to 
have been self-actualisers – including 
Einstein (pictured), Mother Teresa, Gandhi, 
Beethoven, Lincoln and Eleanor Roosevelt.
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Needs become wants when they are directed to 
specific objects, people, things that might satisfy 
the need. If a person is thirsty, drinking water, tea 
or ayran will be alternative ways of satisfying thirst. 
One will choose among the alternatives. Demands 
are wants for specific products backed by an ability 
to pay.7

To sum up the beginning of a consumer’s 
decision making process, it is said that a consumer 
feels a certain amount of tension, since he or she 
needs something. This tension creates imbalance 
between actual state and desired state of the 
consumer.	 Hence	 the	 acknowledgement	 of	 need	
is the first step in the decision-making process. A 
want is the identification of a product or service 
that will satisfy the need.

Decision Making
As one makes many decisions during his life, 

he engages in different decision making behaviors. 
The amount of time and effort, both mental and 
physical, that a buyer expends in decision making 
varies considerably from situation to situation 
and from buyer to buyer. Undoubtedly, there are 
some factors that are important when making 
consumption decisions such as;

•	 Significance	of	the	decision
•	 Availability	or	extent	of	previous	

experience
•	 Willingness	to	gather	information	and	

amount	of	information	gathered
•	 The	number	of	alternatives	available
•	 Decision	criteria
Consumer decisions can be classified into one 

of three broad categories: Routine response behavior, 
Limited decision making and Extensive decision 
making.8 Figure 5.3 outlines the decision making 
categories.

Imagine	that	you	are	hungry.	What	
do	you	select	to	satisfy	your	hunger?	
Based on the definitions of need, 
want and demand, please analyse 
your consumption behavior.

1

Needs are the basic human requirements 
such as food, clothing, love, respect and 
success	for	survival.	When	unmet,	they	give	
a certain amount of tension. Needs become 
wants when they are directed to specific 
objects, people, things that might satisfy 
the need.  Demands are wants for specific 
products backed by an ability to pay.

Figure 5.3 Decision Making Categories

Signi�cance
 of the 

decision

Previous 
experience

Amount of 
information

To

More

Less• Routine response behaviour

• Limited decision making

• Extensive decision making
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When	 buying	 frequently	 purchased	 products,	
such as milk, consumers practice routine response 
behavior. Routine response behavior is repeatedly 
selecting a particular way of satisfying a need when 
it occurs. It is also called as Automatic Response 
Behavior, Routine Response Behavior and Routinized 
Problem Solving. This type of buying decision is 
related to convenience products that are generally 
low priced and purchased frequently.

Consumers engage in limited decision making 
when they buy products and services occasionally 
or when they need to search for information about 
a product, or when buying a product category that 
they haven’t tried before. Consumer is willing to 
put some effort into deciding the best way to satisfy 
a need. For example, people search on TripAdvisor 
during their holiday to find recommended 
restaurants nearby. Their research may not take too 
long, but they will get a rough idea about the foods 
offered in recommended restaurants. 

The most complicated decision making 
behavior is called as extensive decision making. 
This type of problem solving occurs when a need 
is completely new, important to a consumer and 
much effort is spent to decide how to satisfy the 
need. For instance, when buying a car, a computer 
or honeymoon accommodation, decider considers 
many criteria to find and evaluate the alternatives 
in the market, spends time to comprehend the 
information	 he/she	 gathered	 and	 compares	
the alternatives. This type of buying decisions 
are related to shopping products or specialty 
products that consumer feels they worth the time 
and effort required.

When	 talking	 about	 the	 types	 of	 buying	
behavior, it will also be beneficial to mention 
impulse buying behavior. Consumers may buy 
products or services such as ice creams, holiday 
souvenirs without any planning or effort. It comes 
from an urge to buy immediately.

CONSUMER BUYING PROCESS 
A consumer follows a step by step process called 

as Consumer Decision Making Process when 
buying products or services. One way to look 
at that process is to view it as problem solving. 
When	faced	with	a	problem	that	can	be	 resolved	
through	 a	 purchase,	 the	 questions	 such	 as	 “How	
do	I	satisfy	my	hunger?”	or	“Tomorrow	is	my	best	
friend’s wedding day, what is going to be a proper 
gift?”	may	arise.	These	are	ordinary	questions	and	
problems that we all face in our everyday lives. In 
such cases we go through a series of logical stages to 
arrive at a decision. As it can be seen at the Figure 
4.4, these steps are:

•	 Need recognition
•	 Identification of alternatives 

(information	search)
•	 Evaluation of alternatives
•	 Decision	(purchasing	and	consuming)
•	 Evaluation of the decision (post-purchase 

evaluation)
Although the details of each step presented 

in Figure 5.4, will be explained, at this moment, 
there is an argument that needs to be mentioned. 
It must be known that while this model is a useful 
starting point for examining purchase decisions, 
the process is not always as straightforward as it 
may appear. For example.9 

•	 The	consumer	can	withdraw	at	any	stage	
prior	to	the	actual	purchase	if	the	need	
diminishes	or	no	satisfactory	alternatives	
are	available.

•	 The	stages	usually	are	of	different	lengths,	
may overlap, and some may even be 
skipped.

•	 The	consumer	is	often	involved	in	several	
different	buying	decisions	simultaneously,	
and outcome of one can affect the others.

Impulse products are bought quickly as 
unplanned purchases because of a strongly 
felt need.

Please think about one of the buying 
decisions you made recently. Did 
you skip some steps of Consumer 
Decision Making Process mentioned 
above?	Or	alternatively	were	there	any	
steps	that	over-lap?

2
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INFLUENCES DECISION MAKING PROCESS

DEMOGRAPHIC
INFLUENCES

PSYCHOLOGICAL
FORCES

SOCIAL
FORCES

ENVIRONMENTAL
FACTORS

SITUATIONAL
FACTORS

MARKETING
FACTORS

1. NEED RECOGNITION

2. IDENTIFICATION OF ALTERNATIVES

3. EVALUATION OF ALTERNATIVES

4. DECISION

5. EVALUATION of the DECISION

Figure 5.4 Consumer Decision Making Process and Influences that Affect Decisions

Need Recognition 
In	this	step,	consumer	moves	to	act	via	a	need	he/

she felt. As you know from the previous part, need 
and want can be triggered by a variety of stimuli. 
Exposure to a food advertising, hunger or best 
friend’s wedding are stimuli to start a decision making 
process. The companies or brands define the factors 
that trigger the recognition of a need, and use them 
to gain advantage in marketing efforts. Valentines’ 
Day, religious festivals, special days offer companies 
enormous advantages in determining need-triggers.

Identification of Alternatives 
(information search)

The consumer identifies alternative products, 
services, brands, companies, also collects information 

about them. This step may be called as Information 
search. The search may start internally which involves 
a memory scan to recall past buying experiences or 
stored knowledge about consumption experiences, 
products, brands or companies. An advertisement 
about newly launched product, word of mouth from 
friends or social media or dissatisfaction with the 
previous purchase may influence information search. 
Depending on the factors mentioned previously 
(importance of the decision, non-availability of a 
previous	 experience	 and/or	 willingness	 to	 gather	
information) consumer may need more information, 
and he may gather needed information from 
external sources. Back to our example of the person 
who is planning to buy a wedding gift, let’s name 
him as Ali. In Turkish culture, gold is considered as 
a proper wedding gift, but there are different styles, 
shapes and prices in the market. In such situation 
Ali	needs	to	gather	some	more	information.	He	may	
refer to his previous wedding experiences and search 
the information internally and try to remember what 
sort of gift his friend offered him at his wedding 
party. Alternatively, he may search the information 
externally and learn the prices of different sizes of 
golds available in the market.

Stimuli	are	patterns	of	energy	received	
by the senses; they evoke behavior and 
are the basis of perception10

important
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Evaluation of Alternatives 
The consumer weights the pros and cons 

of the alternatives identified. Eating burger 
or a salad will have different outcomes for the 
consumer. Therefore, before ordering the meal, 
consumer weights the alternatives. Companies 
need to understand what criteria consumers use to 
evaluate their products and services. The price, the 
quality,	the	speed	of	delivery,	nutrition?	Using	this	
understanding, they may design or re-design their 
marketing efforts.

Decision (purchasing and 
consuming)

The	consumer	decides	to	buy	or	not	to	buy.	He	
also makes other decisions related to that purchase. 
For example, a consumer who is deciding on food, 
may also pick up a drink. There are certain drinks 
that go well with certain food, such as hamburger 
and cola, lahmacun and ayran. This kind of 
matches create opportunities for companies to do 
cross-selling.

Evaluation of the Decision (post-
purchase evaluation)

If the consumer does indeed buy a product, he 
or	 she	 expects	 certain	 outcomes.	 “How	 well	 the	
expectations	are	met?”	determines	the	satisfaction	
level of the consumer. In sum the evaluation 
of buying decision is based on the equilibrium 
between consumer’s expectations and the product’s 
perceived performance. Consider our example once 
again. Ali was thinking on buying a wedding gift 
to	his	best	friend.	He	was	the	best	men.	He	decided	
not to buy gold as a gift, thinking that gold is a 
traditional	gift.	He	rather	bought	a	pair	of	ticket	to	
Barcelona to the newlywed couple. At the wedding 
party, he learned that the airline company that he 
bought	the	tickets	went	on	a	strike.	He	will	be	very	
unhappy out the decision he made. 

Post-purchase evaluation stage is the beginning 
of either brand loyalty or brand hate. Brand 
loyalty is defined as; a customer’s favourable 
attitude toward a specific brand. Brand loyalty 
has advantages for the consumer as well as for the 
manufacturer and seller. It reduces a buyer’s risk 
and shortens time spent deciding which product to 
purchase.11 On the other hand, brand hate results 

in “the purposeful and deliberate intention to avoid 
or reject a brand, or even to act out behaviors that 
demonstrate this rejection” with typical behaviors 
including negative word-of-mouth, boycotts and 
sabotage directed at the target of one’s brand.12 

FACTORS INFLUENCING 
THE CONSUMER DECISION 

MAKING PROCESS 
There is a tendency to think of the consumer 

as somebody who identifies a need, looks for a 
product in order to satisfy this need; after buying 
the product and consumes it in order to satisfy the 
need.	However,	in	many	cases,	different	individuals	
may be involved in the process of buying and 
consuming. To understand consumer behavior, it 
is helpful to begin with a review of the different 
roles consumers play. Payers are consumers who 
pay for a product and are concerned with its price 
and financial considerations. As users of a product, 
consumers are concerned about product features 
and how successfully the product can be used.13  As 
already mentioned, life is about problem solving. 
Companies offer solutions to payers and users to 
solve their daily problems that can be resolved 
through a purchase. Imagine that a long time 
dating couple decides to marry. The groom needs 
to propose the bride-to be with a diamond ring.  In 
this passage of his life, he needs to buy and pay for 

Brand loyalty is defined as; a customer’s 
favourable attitude toward a specific brand.
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ring and the user will be the bride. Even though he 
has never chosen a ring before, let alone a precious 
gem diamond; the groom will do his best to select 
and buy a ring that matches with his girlfriend’s 
personal style. Therefore, buying a wedding ring 
will	 be	 a	 challenge	 for	 him.	 While	 trying	 hard	
to buy a ring that is going to please her, he must 
balance his budget and financial conditions. As 
it can be seen from this example, buying things 
may be quite complicated and there are many 
influences to consider. Additionally, the firms that 
are shaping their marketing efforts must consider 
all of the different roles and individuals involved in 
the consumption process.

Figure 5.5 illustrates the various influences 
that affect consumers’ decisions.  In this part of 
the book, we will focus on previously mentioned 
influences in detail. As can be seen from the Figure, 
there are six categories of influences. After briefly 
declaration of the factors that affect consumers, the 
Figure is going to be presented, then each factor 
except marketing factors is going to be explained in 
detail, it is because the other chapters of your book 
already covers marketing factors. The six categories 
of influences are:

1.	 Demographic	factors	such	as	age,	gender,	
income	of	consumers,

2.	 Psychological	forces	such	as	perceptions,	
attitudes,	learning	abilities,	personalities	of	
consumers,

3.	 Social	forces	such	as	families,	friends,	and	
reference groups of consumers,

4.	 Situational	factors	such	as	physical	
surroundings,	social	surroundings,	time	
perspective,	reason	for	purchase	and	the	
buyer’s	monetary	conditions,

5.	 Environmental	factors	such	as	economic	
conditions,	political	circumstances	in	the	
country of a consumer and 

6.	 Marketing	factors	such	as	4	P’s	(i.e.	
products,	prices,	places	and	promotions)	
offered	in	the	market	place.

A person can both buy, pay and use a 
product or service. But there are some 
consumption cases that the buyer and 
user can be different people.

important

Payers are consumers who pay for a product 
and are concerned with its price and financial 
considerations. Users of a product, consumers 
are concerned about product features and 
how successfully the product can be used.

Figure 5.5 Influences on Consumers
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Demographic Influences on 
Consumers 

As it is explained in detail in Chapter 3 
demographics describe populations by identifying 
such traits as age, income, gender, ethnic 
background, marital status, race, religion or social 
class.14 TUIK (Türkiye İstatistik Kurumu) is one of 
the major sources of demographic data on families 
in Turkey. Additionally, companies may gather 
supplementary data on certain population groups 
i.e. their target market segments. The changes and 
trends revealed in demographic studies are of great 
interest to marketers, because the data can be used 
to locate and predict the size of markets for many 
products, ranging from mortgages to baby food.15

Consumers of different age groups have different 
needs and wants, although people who belong to 
the same age group differ in many other ways, 
they do tend to share a set of values and common 
cultural experiences that they carry throughout 
life. People start to make gender distinctions at 
very early ages, even before the birth, families buy 

pink or blue clothing to give a gender identity to 
their babies. Many products, from fragrances to 
footwear target either men or women. People who 
belong to the same social class are approximately 
equal in terms of income and social standing in the 
community, they have similar tastes in food, music 
or holiday destination.16

Psychological Influences on 
Consumers

Psychological Influences include an individual’s 
motivations, perceptions, attitudes, ability to learn, 
and	personality.		As	William	James	mentioned	in	his	
early work (1890), psychology is about discovery of 
feelings, desires, cognitions, reasonings, decisions 
and the like.17 Clearly, this type of discovery 
will give some ideas about “why we behave in a 
certain way”. In the context of consumer behavior, 
the	 question	 of	 “why	 we	 buy?”	 will	 offer	 great	
advantages to the firms competing in the market. 
Marketers study psychological factors to offer 
valuable products to their consumers.

Perceptions
Our senses explore the external world, although 

the process of exploring is unconscious, we 
discover the world via people, objects, products 
or things. Perception is the process of selecting, 
organising and interpreting information inputs 
to produce meaning. Information input are our 
sensations received through sight, taste, hearing, 
smell and touch.18	 Sensations	 such	 as	 colours,	
touches, smells and sounds are being accepted 
as bricks of which perceptions are made. Many 

Market is an aggregate of people who, as 
individuals or organisations, have needs for 
products in a product class and who have the 
ability, willingness, and authority to buy such 
product.  Despite the unbearable desire to buy 
a Ferrari, a young university student cannot be 
in	the	definition	of	Ferrari	market	since	he/she	
has no economic power to buy it.
A market segment consists of a group of 
consumers who have similar sets of needs and 
wants.  For car market, small sized, low cost, 
basic transportation automobiles may create 
a segment for students who are willing to buy 
such a car.
Market and market segment

important

Demographics describe populations by 
identifying such traits as age, income, 
gender, ethnic background, marital status, 
race, religion and social class.

Imagine that you are the 
marketing manager of a 
company that gives homecare 
to the elderly people, patients, 
and kids with special needs. 
What	 kind	 of	 demographical	
factors do you need to consider 
when planning your marketing 
strategy?

3
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times you and your friends see the same thing but 
perceive different things. For instance, a Ferrari is a 
dream for some people, for others it’s only a sporty 
car, and for some individuals it’s less desirable 
than a Bugatti. People select different products 
to meet their needs because of the differences in 
their perception process. That is why some adores 
Ferrari brand, while others are devoted to Bugatti 
brand.	Some	eat	fast	food,	the	others	eat	lean	meat.	
We	may	collect	the	same	information	but	interpret	
the same information in a different way because we 
perceive the world in an entirely different way.

Additionally, we are all endlessly bombarded 
by stimuli i.e. advertisements, products, brands, 
stores.  Yet, we may not hear or see many of them. 
Since	the	brain’s	capacity	to	process	information	is	
limited, we tend to be very selective about what we 
pay	attention	to.	We	apply	the	following	selective	
process:

•	 Selective exposure:	our	eyes	and	minds	
seek	out	and	notice	only	information	that	
interests	us.

•	 Selective perception: we screen out or 
modify	ideas,	messages	and	information	
that	conflict	with	previously	learned	
attitudes	and	beliefs.

•	 Selective retention: we remember only 
what we want to remember.

A consumer who is planning to purchase a 
product cannot attend to all of the products being 
advertised and must engage in selective perception. 
Thus he or she only pays attention to the few items 
that	would	fit	his/her	needs.	Besides,	remembering	
“only the things that we want to remember” makes 
life easier and pleasant.

Learning and Memory 
Learning means the changes in behavior 

resulting from observation and experience. Almost 
all consumer decisions engage multiple cognitive 
functions that govern attention-driven encoding of 
information (about prices, brands, and attributes 
of products so on so forth), retrieval of task-
relevant information from memory and updating 
the	 information	 stored	 on	 memory.	 Hence,	 the	
decision making process is all about information, 
memory, updating the memory and retrieval of the 
information stored.  In ordinary language, we say 
we have received information when what we know 
has changed. The bigger the change in what we 
know, the more information we have received.19 
So,	we	can	define	information as facts provided or 
learned about something.

Learning about consumer learning enhances 
our understanding of buying behaviors. Because 
learning plays a role at every stage of the buying 
decision	 process.	 How	 do	 consumers	 develop	
preferences and desires for certain products or 
brands?	 Why	 does	 a	 paper	 glass	 of	 coffee	 taste	
better when it is labelled, why does a soup taste 
better	when	it	reminds	us	of	our	childhood?	How	
and where do we keep all information about our 
consumption	 decisions?5	 Consumer	 choices	 and	
experiences are heavily influenced by simulations, 
or re-enactments, of previous experiences that have 
been stored in memory and that can be retrieved by 
relevant cues in specific situations.6 

Memory involves a process of acquiring 
information and storing it over time so that it will be 
available when needed. Contemporary approaches 
to the study of memory employ an information-
processing approach. They assume that the mind 
is in some ways like a computer: data are input, 
processed and output for later use in revised form. 
The memory process is summarized in Figure 5.6.

Perception is the process of selecting, 
organising and interpreting information 
inputs to produce meaning. Information 
inputs are our sensations received through 
sight, taste, hearing, smell and touch.

Information are facts provided or learned about 
something. Learning means changes in behavior 
resulting from observation and experience.
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Information can be obtained 
from different sources such as news, 
newspapers, advertisement, product 
packaging’s etc.  In the encoding 
stage, information is entered in a 
way that the system will recognize.  
In the storage stage, this knowledge 
is integrated with what is already 
in memory and ‘warehoused’ until 
needed. During retrieval, the person 
accesses the desired information.7

Retrieval
Information stored in memory is found as needed

Storage
Information is retained in memory

Encoding
Information is placed in memory

Figure 5.6 The Memory Process

Source: Solomon et al., 2006, p. 72.

Data are sensory stimuli that we perceive through our senses. Information 
is data that has been processed into a form that is meaningful to the 
recipient, hence information are facts provided or learned about something. 
Knowledge is what has understood and evaluated by the knower.23

important

Motivations 
We	 generally	 explain	 peoples’	 behavior	 by	

assuming that they have some purpose in doing it, 
an idea in mind which guides their activity towards 
their goal.  For instance, imagine that you have seen 
Anna buying baking powder from the supermarket. 
Maybe she intends to bake a cake. Other than this, 
she may be buying the baking powder in order to 
get rid of the bad smell in her refrigerator.

A motive is an internal energizing force that 
directs a person’s activities towards satisfying needs 
or achieving goals.  Buyers are affected by a set of 
motives rather than by just one. Each buyer’s motives 
are unique, and at a single point in time, some motives 
in the set might have high priorities than the other 
motives, moreover the priorities of motivation vary 
from one time to another. For example, the motive 
for eating something is going to be much stronger 
after waking up then just before going to bed. 
Motivations also effect the direction and intensity of 
behavior.24 Motivations, when deciding on a hotel 
to stay on business trips or on holidays, will be very 
different in terms of direction and intensity.

For marketers who attempt to design appealing 
marketing mix, attractive products, persuasive 
advertising messages, inviting retail store 
atmosphere; understanding motivations will be 
very beneficial. Below some fundamental motives 
are given as examples:25

•	 Curiosity •	 Honour

•	 Rejection •	 Power

•	 Order •	 Independence

•	 Citizenship •	 Pain	avoidance

•	 Prestige •	 Vengeance

As you may guess, a person may buy a product 
thinking that it will give him or her a prestigious 
image. For instance, there is a dressing code called 
as power dressing. The motivation “vengeance” 
will find its place in consumer behavior when the 
consumer’s needs are not satisfied by the product 
he/she	 bought.	 In	
such case he will do 
something to get 
the frustration out 
of his body, and the 
marketing literature 
calls this sort of 
consumer behaviors as 
“retaliation”.

Power dressing is defined as “a style 
of dressing in which business people 
wear formal clothes to make them seem 
powerful” by The Cambridge Dictionary26.
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Personality and Self 
Personality is defined as “a person’s 

characteristic pattern of behaviors in the 
broad sense (including thoughts, feelings, and 
motivation)”.27 This definition implies that a 
person has also a characteristic pattern of behaviors 
when consuming. Before going into the details 
of personality and consumption relations, we 
will focus on various definitions and issues about 
personality. Personality is also defined as “a set of 
internal traits and distinct behavioral tendencies 
that result in consistent patterns of behavior in 
certain situations.28 As it can be observed from 
the definition, “personality” is an individual-
specific pattern in the occurrences of events. To be 
specific to an individual, the patterns must differ 
between individuals (i.e., be differential) in ways 
that are stable for at least some amount of time 
(i.e.,	 be	 temporally	 stable).	 However,	 personality	
psychologists have largely applied decontextualized 
lexical approaches in which researchers select 
person-descriptive words, e.g., trait-adjectives.29 

Traits are distinctive qualities of a person such as 
being friendly, smart or talkative.

One commonly accepted trait taxonomy, called 
as The Big Five, offers five personality traits where 
people are scored on these five qualities. It is one of 
the most widely applied personality instruments in 
psychology and is considered by many authors to be 
the best paradigm for personality structure because 
it is replicable.30	Here	are	the	brief	explanations	of	
The Big Five traits:

•	 Openness-to-experience: The tendency to 
be	open	and	sensitive	to	new	aesthetic,	
cultural	or	intellectual	experiences.

•	 Conscientiousness:	The	degree	to	which	the	
individual	is	responsible,	hard-working,	
and	organized.

•	 Extraversion: The	tendency	to	be	outgoing,	
expressive,	energetic	and	dominant.	

•	 Agreeableness:	A	number	of	traits	that	
enable	the	individual	to	foster	congenial	
relationships,	and	to	behave	cooperatively	
and	unselfishly.

•	 Neuroticism: The	individual’s	degree	of	
emotional	instability	and	distress,	which	
can	also	manifest	in	outer-directed	
hostility,	anger,	frustration	and	irritation.

Some	 of	 the	 researchers	 exploring	 consumer	
behavior have also applied this Big Five trait 
taxonomy in order to comprehend consumer 
behaviors. Conversely, several consumer behavior 
scholars and researchers who debate whether these 
five dimensions are enough to describe human 
behavior or not have also offered some trait adjectives. 
They offered their own taxonomies such as:31

•	 Achievers:	the	degree	to	which	consumers	
are	motivated	for	success,	

•	 Optimists:	the	degree	to	which	consumers	
feel	good	about	their	personal	future,	

•	 Innovators:	the	extent	to	which	consumers	
embrace	change,	novelty,	and	new	ideas	
and products,

•	 Uniqueness	pursuers:	the	extent	to	which	
consumers	like	to	think	of	themselves	as	
being	distinct	from	the	mainstream		and	

•	 Excitement	seekers:	the	extent	to	which	
consumers	seek	fun	and	non-routine	
activities.

As has been long established in the marketing 
literature, products are consumed not only for 
their functional utility but also for their value as 
tools of identity expression. In choosing products, 
consumers attempt to match the symbolic 
images of brands with their own self-concepts. 
Expressing their self-concepts is an ever-present 
goal of consumers in everyday life. Consumers use 
consumption and brands as supports32 for their 
tough lives. Self refers to a person’s perception 
of himself. Self-concept is a multidimensional, 
multilevel and complex psychological system, 
which refers to individual’s perception and 
subjective evaluation of their own psychological, 
physical and social function.

To learn more about the Big 5 Factor test and 
to better understand your personality please 
visit:	https://openpsychometrics.org/tests/
IPIP-BFFM/	

internet
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Social Influences on Consumers 
Social	 influences	 include	 all	 types	 of	 factors	

and effects on buyer behavior that result from 
interactions	 between	 a	 consumer	 and	 his/her	
external	 environment.	 	 Social	 influences	 include	
factors such as family, reference groups, culture and 
subculture (please see Figure 5.5. Influences on 
Consumers).

Family 
The family is the most important social institution 

for many consumers. It strongly influences values, 
attitudes	 and	 self-concept.	 We	 all	 learn	 how	 to	
consume many products and services from our 
families.  Consuming is a necessary part of a family 
life	and	family	relationships.	Home,	nourishment	
and caregiving, all commonly linked to family 
life, require consuming practices.33Moreover, the 
family is responsible for a person’s socialization 
process that transfers cultural values and norms of 
a society to the person. For example, for families 
that strongly accept traditional values as core values 
of life will have different shopping habits than the 
families strongly believe in non-traditional life 
style. During traditional festive days across Turkey 
consumption of certain things increase, such 
as baklavas, colognes or candies. Then again in 
Turkey, buying gold as a wedding present increases 
during summer months, mostly couples prefer to 
marry during summer season. Nevertheless, these 
examples do not apply to every family in Turkey, 
since each family has its own unique consumption 
structure.

As family has been identified as the most 
important decision making and consumption unit, 
how a family makes decisions as a consumption 
unit has attracted the interest of marketers and 
marketing research over the years. Usually, many 
studies examined family decision making by 
looking at the relative influence of husbands and 
wives in the different consumption decisions. 
Gradually, this has shifted to  also include children’s 
influence.34 Obviously not all family decisions are 
joint decisions. Decision making roles tend to vary 
significantly upon the type of item purchased. The 
roles of spouses may take several different forms, 
here are the examples of the forms and product 
types:35

•	 Autonomic. An	equal	number	of	decisions	
are	made	by	each	spouse	but	each	decision	
is	made	by	one	or	the	other.	

•	 Husband dominant. Purchase	decisions	
are made mostly by husband.

•	 Wife dominant.	Purchase	decisions	are	
made	mostly	by	wife.

•	 Syncretic.	Most	decisions	are	made	jointly	
by	husband	and	wife.

For example, some products that are bought 
autonomic are toys, garden utensils, or chargers.  
Insurance, car tires, paints, barbecues are examples 
of the product categories that are bought via 
husband-dominant-purchase-decision-process, 
while children clothing, children books, furniture 
categories	 are	 bought	 wife	 dominant.	 Holiday	
destinations, child educations, family cars or houses 
are types of products that are bought syncretic.

Personality is a person’s characteristic pattern 
of behaviors in the broad sense (including 
thoughts, feelings, and motivation, Traits are 
distinguishing qualities, distinctive aspects of a 
person.	Self	is	a	person’s	perception	of	himself.

Home,	nourishment	and	caregiving,	all	
commonly linked to family life, require 
consuming practices.
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Reference Groups 
Human	being	is	motivated to build and sustain 

social relationships with others– not only family or 
friends but also people in the society as a whole, such 
as	celebrities,	influencers,	and	even	strangers.		Social	
interaction influences an individual’s behaviors by 
adapting the opinions or attitudes of others with 
whom they interact.36 In some situations, buying 
“the product” or having the “popular brand” may 
become vital for social interaction. Think about your 
high school days, you will definitely find an item, or 
a product, or a brand that was a “must” among the 
friend gang. Indeed, consumers often are influenced 
by members of their own group and those they 
aspire to be like. Reference groups are defined as 
social groups that are important to a consumer and 
against which he or she compares himself or herself.

People may use the behavior of members of a 
group as the cue for their purchase decisions to align 
themselves with the group’s values or to enhance his 

credibility. A member group is a reference group to 
which an individual belongs. In some cases, groups 
can influence an individual’s attitudes and values 
which can be reflected in that individual’s purchase 
behavior. For example, individuals whose parents 
or friends have high social status tend to purchase 
luxury products or prestigious brands to gain group 
acceptance. This is because some individuals prefer 
to collectively represent the similarity between 
themselves and a given group, to be seen as a member 
of society by conforming to others, which ultimately 
leads to the development of their social identity. As a 
result, individuals may conform to others to maintain 
social	norms.	However,	individuals	who	care	for	their	
own self-concept or opinions may be less likely to 
change their behavior to conform to others.37

Three types of reference-group influence 
have been identified in consumer research: 
informational, utilitarian, and value expressive. 
Table 5.1 describes these influences.

Table 5.1 Three Forms of Reference Group Influence
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•	 The	 individual	 seeks	 information	 about	 various	 brands	 from	 an	 association	 of	 professionals	 or	
independent	group	of	experts.

•	 The	individual	seeks	information	from	those	who	work	with	the	product	as	a	profession.

•	 The	 individual	 seeks	 brand-related	 knowledge	 and	 experience	 from	 those	 friends,	 neighbours,	
relatives	or	work	associates	who	have	reliable	information	about	the	brands.

•	 The	individual’s	observation	of	what	experts	do	(such	as	observing	the	type	of	car	that	police	drive	
or	the	brand	of	television	that	repairmen	buy	influences	his	or	her	choice	of	a	brand.

•	 The	brand	 the	 individual	 selects	 is	 influenced	by	observing	approval	of	 an	 independent	agency	
(such	as	TSE-Turkish	Standards	Institution).
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•	 So	that	he	or	she	satisfies	the	expectations	of	 fellow	work	associates,	 the	 individual’s	decision	to	
purchase	a	particular	brand	is	influenced	by	their	preferences.

•	 The	individual’s	decision	to	purchase	a	particular	brand	is	influenced	by	the	preferences	of	people	
with	whom	he	or	she	has	social	interaction.

•	 The	individual’s	decision	to	purchase	a	particular	brand	is	influenced	by	the	preferences	of	family	
members.

•	 The	desire	to	satisfy	the	expectation	that	others	have	of	him	or	her	has	an	impact	on	the	individual’s	
brands	choice.
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•	 The	individual	feels	that	the	purchase	or	use	of	a	particular	brand	will	enhance	the	image	others	
have	of	him	or	her.

•	 The	individual	feels	that	those	who	purchase	or	use	a	particular	brand	possess	the	characteristics	
that	he	or	she	would	like	to	have.

•	 The	individual	sometimes	feels	that	it	would	be	nice	to	be	like	the	type	of	person	that	advertisements	
show	using	a	particular	brand.

•	 The	individual	feels	that	the	people	who	purchase	a	particular	brand	are	admired	or	respected	by	
others.

•	 The	individual	feels	that	the	purchase	of	a	particular	brand	would	help	show	others	what	he	or	she	
is	or	would	like	to	be	(such	as	an	athlete,	successful	business	person,	good	parent	etc.).	

Source: Solomon, 2013, p. 431.
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Whereas	 a member group is a reference 
group to which an individual belongs, an 
aspiration group is a reference group to which an 
individual aspires to belong.38	High	 status	 social	
class, celebrities, micro celebrities are commonly 
known aspiration groups. Besides membership 
groups and aspirational groups, there are also 
negative reference groups, dissociative reference 
groups. Consumers often avoid purchasing 
products or brands associated with such negative 
groups because of their symbolic meaning. By 
doing so, they distance themselves from those 
groups. Dissociative reference groups (also called 
avoidance groups) are groups or individuals 
who do not like to be associated with or groups 
they dislike. Most often people have stereotypical 
associations regarding such a group – they do not 
know anything specific about the group or about 
the	members	of	the	group.	However,	in	consumer	
behavior, this attitude usually manifests itself in an 
avoidance of consuming products and brands that 
are used by the dissociative reference group.39 

Culture and Subculture
Culture is the accumulation of values, 

knowledge, beliefs, customs, object and concepts 
what a society uses to cope with its environment 
and passes on to future generations. Culture is a 
learned, transmitted, and shared phenomenon.40 

Hofstede	 (1984)	 defined	 culture	 as	 “…the	
collective programming of the mind, which 
distinguishes the members of one group from 
another”.41 Culture is the glue that binds groups 
together.	 Without	 cultural	 patterns-organized	
systems of significant symbols- people would 
have difficulty living together. Culture is what 

defines a human community, its individuals and 
social organization.42 Culture leaks most things 
you do and objects you interact with, from the 
style of the buildings in your town, to the type of 
education you receive, to the laws governing your 
country. Culture also includes society-specific core 
values and the degree of acceptability behaviors. 
For example, in Turkish culture grooming and 
cleaning the body is a ritual, bathing is not only 
about washing the body and its parts. Traditionally, 
bathing is a spiritual and social passage of life and 
takes place in hamams. In ancient times while 
Turkish baths were offering a space for cleaning 
and personal care activities of individuals, also 
they served as socialisation places for wedding 
entertainments,	 hen	 days/bachelorette	 parties	 or	
wedding grooming rite; and the habit of bathing 
in hamams is partly alive in many cities of Turkey. 
This ritual has many customs that makes bathing 
a relaxing ceremony. They offer many services, 
such as massage, peeling and requires whole set of 
products ranging from soaps to keses (special kind 
of bath glove for exfoliation). Each of these services 
and the processes of product usages mentioned 
above are our soft cultural assets that are transferred 
to generation to generation for many years.

Apparently, other nations have their own 
bathing cultures, grooming rituals or bachelorette 
parties etc. and with the help of globalisation we 
learn about different customs from the different 
parts of the world. Global communications are 
assumed to create a global, homogeneous consumer 
culture. Acculturation refers to the process in 
which individuals learn and adopt the norms and 
values of a culture different than the one in which 
they grew up. Consumer acculturation focuses 

Reference groups are defined as social 
groups that are important to a consumer 
and against which he or she compares 
himself or herself. A member group is a 
reference group to which an individual 
belongs. An aspiration group is a reference 
group to which an individual aspires to 
belong. Avoidance groups are groups 
individuals who do not like to be associated 
with or groups they dislike.

Traditional products of Turkish bathing culture
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on how individuals acquire the knowledge, skills, 
and behaviors that are appropriate to consumer 
culture. Consumer acculturation occurs along two, 
and often conflicting, dimensions. First dimension 
is the direct adoption (i.e. without modification) 
of foreign or global behavior. For example, “I said 
yes” posts on Instagram, or marriage proposals on 
bedded knee are freshly accepted behaviors among 
Turkish citizens. In other situations, mixing of 
alternative behavior with local elements (e.g., the 
practice of drink tea with milk, eating sushi with 
grape leaves) or hyper-identification with the 
culture of origin (e.g., Mexican immigrants in the 
U.S.	 consuming	 greater	 quantities	 of	 foodstuffs	
associated with Mexico, than do Mexicans in their 
home country) applies.43 On the other hand, “in 
practice notwithstanding the world-wide reach of 
television and the internet, in many areas of people’s 
lives, in consumption or entertainment habits or 
sports, the people of different nations continue to 
have different habits, tastes and loyalties, instead 
of causing homogenisation, globalisation is the 
reason for the revival of local cultural identities in 
different parts of the world”.44

When	 we	 talk	 about	 local	 identities,	 another	
concept comes into the agenda. A subculture is a 

group of individuals whose characteristics, values 
and behavioral patterns are similar within the 
group and different from those of people in the 
surrounding culture.45 Every one of us belongs 
to many subcultures, depending on our age, race, 
hometown, place of residence.46	 Some	 of	 the	
examples of subcultures are business men, Çerkezs 
(Circassians), or university alumni.

Situational Influences on 
Consumers 

They result from the circumstances, time and 
location that affect consumers. Imagine buying an 
automobile tire after noticing, while washing your 
car, that the current tire is badly worn. This is a 
different experience from buying a tire right after 
a blown out on the highway spoils your vacation, 
because in the prior scenario one can take time 
to	 search	 for	 the	 best	 tire	 alternative.	 Situational	
factors can be classified into five categories: 
physical surroundings, social surroundings, time 
perspective, reason for purchase and the buyer’s 
monetary conditions.47 

To learn about the cultural characteristics 
of	 Turkey	 from	 the	 perspective	 of	 Hofshede’s	
cultural dimensions read the below text. 

WHAT	ABOUT	TURKEY?
If we explore Turkish culture through the 

lens of the 6-D Model©, we can get a good 
overview of the deep drivers of Turkish culture 
relative to other world cultures.

POWER	DISTANCE
This dimension deals with the fact that 

all individuals in societies are not equal – it 
expresses the attitude of the culture towards 
these inequalities amongst us. Power Distance is 
defined as the extent to which the less powerful 
members of institutions and organisations 
within a country expect and accept that power is 
distributed unequally.

Turkey scores high on this dimension 
(score of 66) which means that the following 
characterises the Turkish style: Dependent, 
hierarchical, superiors often inaccessible and the 
ideal boss is a father figure. Power is centralized 
and managers rely on their bosses and on rules. 
Employees expect to be told what to do. Control is 
expected and attitude towards managers is formal. 
Communication is indirect and the information 
flow is selective. The same structure can be 
observed in the family unit, where the father is a 
kind of patriarch to whom others submit.

INDIVIDUALISM
The fundamental issue addressed by this 

dimension is the degree of interdependence a 
society maintains among its members. It has to 
do with whether people´s self-image is defined 

Further Reading
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in	terms	of	“I”	or	“We”.	In	Individualist	societies	
people are supposed to look after themselves and 
their direct family only. In Collectivist societies 
people belong to ‘in groups’ that take care of 
them in exchange for loyalty.

Turkey, with a score of 37 is a collectivistic 
society.	This	means	that	the	“We”	is	 important,	
people belong to in-groups (families, clans 
or organisations) who look after each other 
in exchange for loyalty. Communication is 
indirect and the harmony of the group has to 
be maintained, open conflicts are avoided. The 
relationship has a moral base and this always 
has priority over task fulfillment. Time must 
be invested initially to establish a relationship 
of trust. Nepotism may be found more often. 
Feedback is always indirect, also in the business 
environment.

MASCULINITY
A high score (Masculine) on this dimension 

indicates that the society will be driven by 
competition, achievement and success, with 
success	 being	 defined	 by	 the	 winner/best	 in	
field – a value system that starts in school and 
continues throughout organisational life.

A low score (Feminine) on the dimension 
means that the dominant values in society are 
caring for others and quality of life. A Feminine 
society is one where quality of life is the sign 
of success and standing out from the crowd is 
not admirable. The fundamental issue here is 
what motivates people, wanting to be the best 
(Masculine) or liking what you do (Feminine).

Turkey scores 45 and is on the Feminine side 
of the scale. This means that the softer aspects of 
culture such as leveling with others, consensus, 
sympathy for the underdog are valued and 
encouraged. Conflicts are avoided in private and 
work life and consensus at the end is important. 
Leisure time is important for Turks, it is the time 
when the whole family, clan and friends come 
together	 to	 enjoy	 life.	Status	 is	 shown,	but	 this	
comes more out of the high PDI.

UNCERTAINTY AVOIDANCE
The dimension Uncertainty Avoidance has to 

do with the way that a society deals with the fact 
that the future can never be known: should we 
try	to	control	the	future	or	just	let	it	happen?	This	

ambiguity brings with it anxiety and different 
cultures have learnt to deal with this anxiety in 
different ways. The extent to which the members 
of a culture feel threatened by ambiguous or 
unknown situations and have created beliefs and 
institutions that try to avoid these is reflected in 
the score on Uncertainty Avoidance.

Turkey scores 85 on this dimension and thus 
there is a huge need for laws and rules. In order 
to minimize anxiety, people make use of a lot of 
rituals. For foreigners they might seem religious, 
with the many references to “Allah”, but often 
they are just traditional social patterns, used in 
specific situations to ease tension.

LONG TERM ORIENTATION
This dimension describes how every society 

has to maintain some links with its own past 
while dealing with the challenges of the present 
and future, and societies prioritise these two 
existential goals differently. Normative societies. 
which score low on this dimension, for example, 
prefer to maintain time-honoured traditions 
and norms while viewing societal change with 
suspicion. Those with a culture which scores 
high, on the other hand, take a more pragmatic 
approach: they encourage thrift and efforts in 
modern education as a way to prepare for the 
future.

Turkey’s intermediate score of 46 is in the 
middle of the scale so no dominant cultural 
preference can be inferred.

INDULGENCE
One challenge that confronts humanity, 

now and in the past, is the degree to which small 
children	 are	 socialized.	 Without	 socialization	
we do not become “human”. This dimension 
is defined as the extent to which people try to 
control their desires and impulses, based on the 
way they were raised. Relatively weak control is 
called “Indulgence” and relatively strong control 
is called “Restraint”. Cultures can, therefore, be 
described as Indulgent or Restrained.

With	 an	 intermediate	 score	 of	 49,	 a	
characteristic corresponding to this dimension 
cannot be determined for Turkey.

Source:	 https://www.hofstede-insights.com/
country/turkey/
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Planning Marketing Activities in Different 
Markets: Home Care isn’t Home Decorating.

Can	U.S.	based	home	healthcare	companies	
expand	their	services	beyond	American	borders?	
There are a number of reasons why this might 
not be a viable idea. First, home healthcare was 
invented	 in	 the	United	States	 in	 response	 to	an	
aging population and double digit healthcare 
inflation in the 1980’s which gave rise to cost-
containment pressures from the government 
and managed-care players. The level of home 
healthcare	 sophistication	 in	 the	 United	 States	
significantly lowered hospital lengths of stay and 
provided an alternative to hospital admission, 
resulting	 in	 significant	 cost	 savings.	 In	Western	
Europe,	however,	Homecare	is	viewed	as	a	lower	
level of care and it is not accepted as clinically 
viable for pediatric, oncologic or medically 
complex patients with comorbidities (the 
simultaneous presence of two chronic diseases or 
conditions	in	a	patient).	Hence,	there	is	a	general	
reluctance to discharge the patient from the 
hospital to the home.

Secondly,	 exporters	 of	 home	 healthcare	 are	
obstructed by the lack of trained clinicians to 
deliver the care and of sales representatives to 
communicate the viability of homecare. In the 

United Kingdom, homecare is often confused 
with home decorating.

Even	with	these	challenges,	Western	Europe,	
Asia and Canada are primary expansion markets 
for American based homecare companies in the 
next several decades. Moreover, the national 
health care services in these areas of the world 
are looking for alternatives to institutional care 
for their expanding elderly population to avoid 
bankruptcy the national funds.

This part, Inside Practice, is adopted from a 
case by Cateora and Graham, (2005)48.

Discuss:
•	 Can	U.S.	based	home	healthcare	

companies expand their services beyond 
American borders?

•	 What	would	you	do	if	you	were	to	work	
for a home care company who competes 
in European market?

•	 What	sort	of	factors	need	to	be	
considered when delivering homecare to 
elderly population in different parts of 
the world?

•	 Do	you	have	any	insights	for	Turkish	
families’ attitudes towards the elderly 
care?

In Practice
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LO 1 Explaining the relevant terms and 
types of consumer buying behavior 

After reading this chapter, you will be informed of the terms 
related to consumer behavior. First, we have distinguished the 
terms “consumer buying behavior” and “consumer behavior”. 
As you may recall, Consumer buying behavior refers to the 
buying behaviors of ultimate consumers, those who purchase 
products and services for either personal or household needs, 
not for business purposes such as re-selling. This definition is 
a critical point in discriminating industrial market (business 
market or organizational market you may call) from consumer 
markets. Industrial markets consist of organizations that 
acquire goods and services in order to re-sell or to produce. 
The consumer market consists of individuals who buy either 
for themselves or for the family and households. Consumer 
behavior is defined as the process of acquisition, consumption 
and disposition of goods, services, time and ideas by decision 
making units. Additionally, this chapter also distinguishes the 
terms such as buyers or users. Payers are consumers who pay 
for a product and are concerned with its price and financial 
considerations. User of a product is the one who consumes the 
product.
Consumer decisions can be classified into three broad 
categories: Routine response behavior, Limited decision making 
and Extensive decision making. When	 buying	 frequently	
purchased products, such as milk, consumers practice routine 
response behavior. Routine response behavior is repeatedly 
selecting a particular way of satisfying a need when it occurs. 
It is also called as Automatic Response Behavior, Routine Response 
Behavior and Routinized Problem Solving. This type of buying 
decision is related to convenience products that are low cost 
and bought often.
Consumers engage in limited decision making when they buy 
products and services occasionally or when they need to search 
for information about a product, a product category they 
haven’t tried before. This type of buying decision is related to 
shopping products for which buyers are willing to spend some 
time and efforts in making purchase.
The most complicated decision making behavior is called as 
extensive decision making, the type of problem solving involved 
when a need is completely new or important to a consumer 
and much effort is taken to decide how to satisfy the need. This 
type of buying decisions are related to shopping products or 
specialty products that consumer feels they are worth the time 
and effort required.
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LO 2 Adentifying the steps that a consumer goes 
through a buying decision making process

In a buying process there are five steps: Need recognition; 
Identification of alternatives (information search); 
Evaluation of alternatives; Decision (on purchasing and 
consuming) and Evaluation of the decision (post-purchase 
evaluation). In every step, each consumer experiences different 
cognitive and emotional states. At the need recognition step, 
consumer	moves	to	act	via	a	need	he/she	felt.	Remember	that	
a need or a want can be triggered by a variety of stimuli. At 
the identification of alternatives step, the consumer tries to 
find suitable offers that meets his needs. At the evaluatıon of 
alternatıves the consumer examines the alternatives (products, 
services, brands, companies), collects information about them. 
This step is also called as Information search. At the step of 
decision, he or she decides to buy or not to buy. For instance, 
waiting	till	 sales	 time	could	be	one	outcome	of	 this	 step.	He	
also makes other decisions such as where to buy, how much 
to buy. The buying process does not finish with the buying 
decision and literally buying the product or service. There is 
one more step; the step of evaluation of the decision. This step 
is the stage the equilibrium between consumer’s expectations and 
the product’s perceived performance is evaluated.
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LO 3
Understanding the effect of demographic, 
situational, social, psychological, 
environmental factors on consumer 
decision making process

A consumer makes decisions under some influences that are either internal or external. 
External influences are related to the various elements that impact upon consumers as they 
identify which needs to satisfy and which products and services to use to satisfy those needs. 
External influences fall into two categories: the marketing efforts of firms in the market (i.e. 
4 Ps’ offered in the market), and the various dynamics that are related to the environmental 
factors	such	as	economy	and	technology.	We	may,	also,	categorise	some	situational	factors	as	
external influences such as time perspective, physical and social surroundings. On the other 
hand, internal influences are related purely to the consumers. They are Demographic factors 
such as age, gender, income of consumers, Psychological forces such as perceptions, attitudes, 
learning abilities, personalities of consumers, Social forces such as families, friends, reference 
groups of consumers, and the culture in which the consumer lives.In this chapter we have seen 
in detail how

•	 Demographic factors (i.e.	age,	gender,	income	of	consumers),	
•	 Psychological forces (i.e.	perceptions,	learning	abilities,	motivations	and	personalities	

of consumers) and 
•	 Social forces (i.e.	family,	reference	groups	and	culture	all	work	together	with	the	

external factors described	previously	to	influence	consumers’	decision	making	
and purchases.

Demographics describe populations by identifying such traits as age, income, gender, ethnic 
background, marital status, race, religion and social class. Clearly all these variables strongly 
force some ideas on what to consume, how to consume.
Psychological influences include an individual’s motivations, perceptions, ability to learn, 
personality. A motive is an internal energizing force that directs a person’s activities towards 
satisfying needs or achieving goals. Perception is the process of selecting, organising and 
interpreting information inputs to produce meaning.  
Learning means the changes in behavior resulting from observation and experience. Almost all 
consumer decisions engage multiple cognitive functions that govern attention-driven encoding 
of information (about prices, brands, attributies of products so on so forth), retrieval of task-
relevant information from memory and updating the information stored on memory.
Personality is defined as “a person’s characteristic pattern of behaviors in the broad sense 
(including thoughts, feelings, and motivation)”. Self refers to a person’s perception of himself. 
Social influences include factors such family, reference groups, culture and subculture. 
Reference groups are defined as social groups that are important to a consumer and against 
which he or she compares himself or herself. Culture is the collective programming of the 
mind, which distinguishes the members of one group from another” (p. 201). Culture is the 
glue that binds groups together. And with a collective sense of being, human beings consume 
things.
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Test Yourself

1 	 Which	 of	 the	 following completes the 
sentence	above?

A hair dresser who often buys shampoo for his 
saloon is classified as _______. 

a. primary market
b. resource market
c. industrial market
d. intermediate market
e. consumer market

2 	 Which	of	the	following	questions	cannot	be	
related	to	consumer	behavior?	

a.	Who	are	our	consumers?
b.	How	consumers	buy?
c.	When	consumers	buy?
d.	Who	participates	the	production	process?
e.	What	happens	after	consumption?

3 	 Which	of	the	followings	is	not	an	example	of	
personality	trait?	

a. Business men
b.  Optimists
c.  İnnovators 
d.  Excitement seekers
e.  Uniqueness pursuers

4 	 Which	 of	 the	 following	 terms	 is	 defined	 as	
“An internal energizing force that directs a person’s 
activities towards satisfying needs or achieving 
goals”?

a. Memory
b. Trait
c.	 Self
d. Drive
e. Motive

5 	 In	 which	 stage	 of	 the	 Hierarchy	 of	
Needs a human being seeks for “a feeling of 
accomplishment”?

a. Physiological needs
b. Esteem needs
c.	 Safety	needs
d.	Self	actualisation
e. Belongingness and love needs

6 	 Who	fathered	the	Hierarchy	of	Needs?

a.	 Adam	Smith
b. Frederic Taylor
c. Michael Porter
d. Theodore Levitt
e. Abraham Maslow

7 	 Which	of	the	following	cannot be a decision 
making unit in the context of consumer behavior 
definition?

a.	 Seller
b. Purchaser
c. Influencer
d. Decider
e. User

8  Which	 of	 the	 following	 completes	 the	
sentence	above?	

Information becomes knowledge when it is 
_______. 

a. perceived by the receiver
b. understood and evaluated by the knower
c. transformed as data
d. recorded on sensory receptors
e. obtained from the news

9 	 Which	of	the	following	is	defined	as	“a	group	
of consumers who have similar sets of needs and 
wants”?

a. Market type
b. Market profile
c. Market share
d. Market segment
e. Market structure

10  Which	 of	 the	 following	 completes	 the	
sentence	above?

_______ is repeatedly selecting a particular way of 
satisfying a need when it occurs.

a. Convenience shopping
b. Extensive decision making
c. Limited decision making 
d. Routine response behavior  
e. Impulse buying
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If your answer is incorrect, review 
“Introduction”

1. c If your answer is incorrect, review 
“Consumer Buying Process” 

6. e

If your answer is incorrect, review “Factors 
Influencing The Consumer Decision 
Making Process” 

3. a If your answer is incorrect, review “Factors 
Influencing The Consumer Decision 
Making Process”

8. b

If your answer is incorrect, review 
“Introduction”

2. d If your answer is incorrect, review 
“Introduction”

7. a

If your answer is incorrect, review 
“Consumer Buying Process”

4. e

If your answer is incorrect, review  
“Consumer Buying Process”

5. b

If your answer is incorrect, review “Factors 
Influencing The Consumer Decision 
Making Process” 

9. d

If your answer is incorrect, review “Factors 
Influencing The Consumer Decision 
Making Process” 
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your turn 1

Needs can be described as the states of “felt deprivation” which include physical 
needs, psychological needs and self-fulfilment needs.  Feeling of hunger is an 
example	of	physical	needs.	A	person	can	satisfy	his/her	need	by	eating	various	
kind	of	things	such	as	vegetables,	fast	food,	junk	food	etc.	However,	needs	are	
shaped by individuals’ internal influences (motives, personality etc.) and external 
influences (reference groups, culture etc.). For instance, person who is a vegan 
will	make	different	choices	to	reflect	his/her	individual	personality	than	a	person	
who eats meat. Although there is an option for him to satisfy his hunger with a 
piece of steak, or an egg or a pudding, he will not prefer this way of satisfaction 
and consumption. At this point, we can easily say that being a vegan mediates a 
physical need, and shapes the outcome, in the consumer terminology called as 
“want”. At this point, it will be nice to see that the different layers of Maslow’s 
Hierarchy	 have	mixed	 needs	 and	wants.	We	 see	 that	 this	 person’s	 hunger	 is	
blended with not only physiological needs but also the need for love.
Besides, since we live in Turkey, our needs are shaped by Turkish cultural 
cuisine, too. There are lots of different vegan food recipes on the vegan 
forums, blogs or websites available online that consist of various kinds of 
World	cuisines	and	cooking	techniques.	Yet,	we	live	in	Turkey,	a	vegan	diet	
will be influenced by Turkish cooking techniques. For example, a person who 
is vegan may not prefer to eat noodles with miso-tahini sauce but may prefer 
vegan çiğ-köfte or gözleme. In sum, buying Turkish style vegan food reflects 
the totality of needs and wants for our example.
Moreover, there are some Turkish vegan food restaurants in İstanbul which are 
a bit expensive. Once a month, our man who is vegan may go and pamper 
himself by having dinner there. This indicates that his need (being hungry), 
his want (eating at an expensive vegan restaurant) become a demand which is 
backed by his buying power.

Imagine that you are hungry. What do you select to satisfy 

your hunger? Based on the definitions of need, want and 

demand, please analyse your consumption behavior.
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your turn 2

Imagine	that	a	person	has	recently	bought	a	bicycle.	While	making	the	decision	
to purchase a bicycle, she passed through; need recognition, information search, 
evaluation of alternatives, purchase decision and evaluation of purchase decision 
stages.
First of all, “a need” needs to be triggered either by an internal stimulus or by 
external	stimulus.	Her	need	was	triggered	by	an	external	stimulus	while	having	a	
conversation with her friends. During the conversation she recognized her need 
to buy a bicycle that would help her to be fit and healthy.
Then she started to gather information about different styles of bicycles and 
their	 price	 ranges.	 She	 could	 have	 obtained	 the	 information	 needed	 from	
commercial, public or experiential sources, but she relied upon personal 
information sources and she again talked with her friends who have bicycles. 
This stage helped her to increase her awareness and knowledge of available 
brands	in	the	market.	This	was	her	information	search	process.	She	searched	for	
different bicycle models and brands, finally made an evaluation of alternatives 
according to styling, warranty and price. By using these attributes, she narrowed 
down her choices to three brands. The importance weight of warranty and price 
was equally attributed among three brands.  Nevertheless, the design of the bike 
was more important than the others (i.e. warranty and price) for her. Therefore, 
she decided to buy the bicycle that has the best styling to her taste. Also it was 
the best familiar brand she knew. This part refers to the purchase decision.
The step of evaluation of purchase decision is about viewing expectations and 
perceived	product	performance.	Since	she	made	the	purchase,	she	did	not	feel	
any discomfort caused by post-purchase conflict. The bicycle she bought meets 
her	 expectations	 and	 she	 is	 satisfied.	 She	 even	may	 recommend	 the	 bicycle	
brand to people who is thinking of buying one.
As you may comprehend, she did not skip any stages of the decision making 
process. All in all, it could be said that need recognition and information search 
stages overlaps to a certain extent, since during both stages, she talked with her 
friends to learn their thoughts, to take their advices.

Please think about one of the buying decisions you made recently.  

Did you skip some steps of Consumer Decision Making Process 

mentioned above? Or alternatively were there any steps that over-lap?
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Imagine that you are the marketing manager of a company that provides homecare to 

the elderly people, patients, and kids with special needs. What kind of demographical 

factors do you need to consider when planning your marketing strategy?

your turn 3

To start with, it will be worthy to remember the definition of demographics. 
Demographics describe populations by identifying such traits as age, income, 
gender, ethnic background, marital status, race, religion and social class. A 
company that gives homecare to the elderly and kids needs to focus on how 
it defines its’ market. Market is an aggregate of people who, as individuals or 
organisations, have needs for products in a product class and who have the 
ability,	willingness,	 and	 authority	 to	 but	 such	 product.	 	 So	 the	market	 that	
needs the service offered will be old and young part of the population in the 
geographical area that the company operates. Although the main demographic 
attribution for such a company will be age, but it is not enough. It is because 
consumers of different age groups have different needs and wants, although 
people who belong to the same age group differ in many other ways, they do 
tend to share a set of values and common cultural experiences that they carry 
though out life.
At this point, there occurs another demographical factor to consider; operating 
and offering services within a specific area or operating nationwide. These two 
strategic alternatives require different analysis of the population such as “income 
distribution” or “age distribution” within different parts of the nation.
As can be foreseen, the buyers and users of company’s service might be different. 
This characteristic of the market makes the demographic analysis a two-step 
process. Namely, the analysis of demographic data of parents of elderly and 
kids, then, the analysis of demographic data of the elderly and kid markets.  
This analysis will include the size of the market, the age structure of the market, 
income distribution of the market, the need configuration, i.e. types of illnesses 
and the types of cares needed and many more.

S
ug

ge
st

ed
 a

ns
w

er
 fo

r 
“Y

ou
r 

Tu
rn

”



5Principles of Marketing

131

1Dibb et al. (1994), Marketing, Concepts and 
Strategies,	2nd	European	Edition,	USA,	p.	99.

2P. Kotler (2003), Marketing Management, 11th 
edition,	Prentice	Hall,	Upper	Saddle	River,	New	
Jersey,	p.	216.

3Jacoby,	J.,	Berning	C.K.,	and	T.F.	Dietvorst	(1977),	
“What	about	Disposition?”	Journal of Marketing, 
41:2 p. 22.

4Cross,	 S.N.N.,	 Leizerovici,	 G.	 and	 Pirouz,	 D.M.	
(2018),	 “Hoarding:	 Understanding	 Divergent	
Acquisition, Consumption, and Disposal”, 
Journal	of	the	Association	for	Consumer	Research;	
3:1, p.81. 

5Jacoby,	J.,	Berning	C.K.,	and	T.F.	Dietvorst	(1977),	
op. cit., p. 22.

6M.	Solomon,	G.	Bamossy,	 S.	Askegaard	 and	M.K.	
Hogg	 (2006),	 Consumer Behavior: A European 
Perspective,	Pearson	Education	Limited,	Spain,	p.	
8.

7P. Kotler (2003), op. cit., p. 11.
8Dibb et al. (1994), op. cit., p. 99.
9Etzel et al. (2004), Marketing, 13th edition, McGraw-

Hill,	Boston,	p.	95.
10The Oxford Companion to The Mind (1987), 

edited by R.L. Gregory, Oxford University Press, 
UK, p. 748.

11William	M.	Pride	&	O.	C.	Ferrell	(2016),	Marketing, 
2016 edition, Boston, MA, p. 331.

12Zarantonello	 L.,	 S.	 Romani	 ,	 S.	 Grappi	 and	 R.P.	
Bagozzi	(2016),	“Brand	Hate”	,	Journal of Product 
&	Brand Management, 25:1, p. 13.

13J.N.	Sheth	 and	B.C.	Krishnan	 (2005),	 “Consumer 
Behavior”, Marketing Principles and Best Practices, 
3rd	 Edition,	 Thomson	 South	Western,	 USA,	 p.	
184.  

14Ricky	 W.	 Griffin	 and	 Ronald	 J.	 Ebert	 (2002),	
Business, 6th	edition,	Prentice	Hall,	Upper	Saddle	
River,	New	Jersey,	p.	303.

15M.	Solomon,	G.	Bamossy,	S.	Askegaard	and	M.K.	
Hogg	(2006),	op. cit., p. 9.

16M.	 Solomon	 (2013),	 Consumer Behavior, Buying, 
Having and Being, 10th edition, Pearson, England, 
p. 35.

17The Oxford Companion to The Mind (1987), op. 
cit., p. 650.

18William	M.	Pride	&	O.	C.	Ferrell	(2016),	op. cit., 
p. 198.

19The Oxford Companion to The Mind (1987), op. 
cit., p. 455.

20E.K.	Papies,	M.	Best,	E.	Gelibter,	and	L.W.	Barsalou	
(2017),	 “The	Role	 of	 Simulations	 in	Consumer	
Experiences and Behavior: Insights from the 
Grounded Cognition Theory of Desire”, JACR, 
2:4, p. 402.

21D.M.	Bartels	and	E.J.	Johnson	(2015),	“Connecting	
cognition and consumer choice”, Cognition, 135, 
p. 47.

22M.	Solomon,	G.	Bamossy,	S.	Askegaard	and	M.K.	
Hogg	(2006),	op. cit., p. 72.

23C. Zins (2007), “Conceptual Approaches for 
Defining Data, Information, and Knowledge”, 
Journal of The American Society for Information 
Science and Technology, 58:4, 479-493. 

24Dibb et al. (1994), op.cit., p. 111.
25Etzel et al. (2004), op. cit., p. 105. 
26https://dictionary.cambridge.org/dictionary/

english/power-dressing	
27J.	 Uher	 (2017),	 “Basic	 definitions	 in	 personality	

psychology: Challenges for conceptual 
integrations”, European Journal of Personality, 31, 
p. 1.

28William	M.	Pride	&	O.	C.	Ferrell	(2016),	op. cit., 
p. 203.  

29J.	 Uher	 (2014),	 “Developing	 “Personality”	
Taxonomies: Meta-theoretical and Methodological 
Rationales	 Underlying	 Selection	 Approaches,	
Methods of Data Generation and Reduction 
Principles”, Integrative Psychological and Behavioral 
Science, 49:4, p.531-589.

30J.	Marbach,	C.R.	Lages	and	D.	Nunan	(2016),	“Who	
are	you	and	what	do	you	value?	Investigating	the	
role of personality traits and customer-perceived 
value in online customer engagement”, Journal of 
Marketing Management, 32:5–6, p. 505.

31B.	Mittal	(2015),	“Self-concept	clarity:	Exploring	its	
role in consumer behavior”, Journal of Economic 
Psychology, 46, p. 99.

Endnotes



5 Consumers and Consumer Behavior

132

32B. Mittal (2015), op. cit., p. 98.
33J.	 Lindsay	 and	 J.	 Maher,	 (2013),	 Consuming 

Families, Buying, Making, Producing Family Life 
in the 21st. Century,	Routledge,	USA,	p.	2.

34A.	 Shoham	 and	V.	Dalakas	 (2005),	 “He	 said,	 she	
said ... they said: parents’ and children’s assessment 
of children’s influence on family consumption 
decisions”, Journal of Consumer Marketing, 22:3, 
p. 152.

35Lamb et al. (1992), Principles of Marketing,	South-
Western	Publishing,	USA,	p.	98.

36D.	 Hoonsopon	 and	 W.	 Puriwat	 (2016),	 “The	
effect of reference groups on purchase intention: 
Evidence in distinct types of shoppers and product 
involvement”, Australasian Marketing Journal, 24, 
p. 158.

37Ibid.
38J.	 Edson	 Escalas	 and	 J.R.	 Bettman	 (2008),	 “You	

Are	What	They	Eat:	The	 Influence	of	Reference	
Groups on Consumers’ Connections to Brands”, 
Journal of Consumer Psychology, 13:3, p. 341.

39M.	 Hammerl,	 F.	 Dorner,	 T.	 Foscht	 and	 M.	
Brandstätter (2016), “Attribution of symbolic 
brand meaning: the interplay of consumers, 
brands and reference groups”, Journal of Consumer 
Marketing, 33:1, p. 33.

40William	M.	Pride	&	O.	C.	Ferrell	(2016),	op. cit., 
p. 210.

41G.	 Hofstede	 (1984)	 Culture’s	 Consequences:	
International Differences in Work-related Values. 
Sage,	USA,	p.	201.

42M. de Mooiji (2011), Consumer Behavior and 
Culture Consequences for Global Marketing and 
Advertising, 2nd	edition,	Sage,	USA,	p.	33.

43M. Cleveland and M. Laroche (2007), 
“Acculturation to the global consumer culture: 
Scale	 development	 and	 research	 paradigm”,	
Journal of Business Research, 60, p. 251.

44M. de Mooiji (2011), op. cit., p.4.
45William	M.	Pride	&	O.	C.	Ferrell	(2016),	op. cit., 

p. 210.
46M.	Solomon	(2013),	op. cit., p. 508.
47William	M.	Pride	&	O.	C.	Ferrell	(2016),	op. cit., 

p. 197.
48P.	R.	Cateora	and	J.	L.	Graham,	(2005),	International 

Marketing, 12th	 edition,	 McGraw-Hill	 Irwin,	
USA.





134

Chapter 6

Le
ar

ni
ng

 O
ut

co
m

es

Define the buying center and different roles in 
B2B buying

Distinguish different types of B2B buying 
situations

Define business markets and B2B marketing Explain the characteristics of B2B markets

Classify B2B products

Explain the stages of the B2B buying process

3
5

1 2
4
6

Chapter Outline
Introduction
Definition of Business Markets and B2B 
Marketing
Characteristics of B2B Markets
The Buying Center Concept and Roles in B2B 
Buying 
B2B Product Classification
Types of B2B Buying Situations
The B2B Buying Process

Key Terms
•	 B2B	Marketing
•	 Derived	Demand
•	 Straight	Rebuy
•	 Modified	Rebuy
•	 New	Task
•	 Buying	Center
•	 Initiator

•	 User
•	 Decider
•	 Influencer
•	 Buyer
•	 Gatekeeper
•	 Product	Specification

After	completing	this	chapter,	you	will	be	able	to:

B2B Markets and Business 
Buying	Behavior



135

6Principles of Marketing

INTRODUCTION
Transaction among commercial organizations 

has existed for more than thousands of years, 
meaning that business to business (B2B) marketing 
has also been practised since earlier times.1 Although 
the existence of B2B marketing dates back to a very 
long time, surprisingly it has only been handled in 
the academic world significantly for the last five 
decades. Hence a majority of B2B marketing theory 
has been developed only since the 1970’s.

B2B marketing, simply stated, includes 
all marketing activities conducted between 
organizations. Therefore, B2B marketing includes 
all activities and all types of commercial transactions 
that take place among the members (organizations) 
in the value chain of a company, from suppliers, to 
manufacturers, original equipment manufacturers 
(OEM’s), parts assemblers, logistics firms, 
advertising firms, wholesalers, retailers, financial 
institutions, government organizations, etc.2 

On the other hand, business to consumer (B2C) 
marketing only takes place at the very last stage of 
the value chain (see Figure 6.1). As seen in Figure 
6.1, from the raw materials stage up until the retailer 
stage, all activities conducted between the entities 
are all B2B; only the activities involved between 
the retailer and the consumer are B2C. For most 
products the consumer is involved with a single 
transaction whereas in the B2B arena a big number 

of transactions take place before the retailer stage 
which is the stage where the final sale is made.3 
Consequently, business markets are much larger 
than consumer markets where a large amount of 
goods are bought and sold, and a substantial number 
of transactions take place between organizations 
“having a great impact on the economy and on the 
welfare of people” as compared to B2C markets.4 
So, most of the marketing activities are conducted 
in B2B markets, much more purchasing and selling 
is done in B2B markets, and hence, in B2B markets 
much more money changes hands.5 In fact it is 
estimated that more than one half of all produced 
goods and services are purchased by organizations, 
outnumbering the goods and services bought by 
final consumers.6 Given the large economic size 
and importance of B2B markets, it is crucial to 
understand the characteristics of B2B markets and 
thus comprehend the differences between B2B and 
B2C markets. Knowing these differences will aid 
the decision maker in planning and implementing 
more realistic B2B marketing strategies for the 
company which will result in its success. 

In this chapter, initially the types of markets 
and the B2B marketing concept will be explained, 
followed by the characteristics of B2B markets. 
Later, the buying center concept and the roles in 
B2B buying will be explained followed by B2B 
product classification, B2B buying situations and 
the B2B buying process.

B2BB2C

CONSUMER RETAILER WHOLESALER DISTRIBUTION
(BRANDER)

RAW
MATERIALS

MATERIAL
PROCESSING

PARTS AND
SUB-ASSEMBLY

FINAL
ASSEMBLY

Figure 6.1 The Value Chain

Source: Adapted from Zimmermann, A. and Blythe, J. (2013). Business to Business Marketing Management: A Global 
Perspective, 2. E., Routledge (Taylor and Francis), UK. 

In the value chain, from raw materials stage up until the retailer stage, all activities conducted are 
B2B; only the activities involved  between the retailer and the consumer are B2C. 

Most of the marketing activities are conducted in the B2B markets, not in the B2C markets.
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DEFINITION OF BUSINESS 
MARKETS AND B2B MARKETING

Before looking over at B2B marketing, it is 
important to understand the different types of 
markets. In this section, the types of markets will 
be explained, business markets will be defined, and 
the definition of B2B marketing will be given.

Types of Markets and Definition of 
Business Markets

When examining the types of markets, it can be seen 
that, in general, there are two main types of markets: 
consumer markets and business (organizational) 
markets. The consumer market is composed of 
individuals who buy products for their personal 
needs or for the needs of their household. The business 
market, on the other hand, is made up of organizations 
that buy products to use in manufacturing other 
products (for example, raw materials, components 
and parts), to resell to other organizations (for 
example, products sold to wholesalers and retailers) 
or to facilitate the activities conducted in the business 
itself (for example, press machines used in the factory, 
PC’s used in the offices). Stated differently, a business 
market is the market where products and services are 
purchased “by businesses, government bodies and 
institutions (such as hospitals) for incorporation (for 
example, ingredient materials or components), for 
consumption (for example, process materials, office 
supplies, consulting services), for use (for example, 
installations or equipment), or for resale.7 Business 
markets are different than consumer markets because 
in business markets the buyer is either the owner of 

a company or an employer working there, whereas 
in consumer markets the buyer purchases for his/her 
own consumption.8 Additionally, when comparing 
B2B and B2C transactions, it should be noted that 
the difference does not stem from the product itself 
but from the ultimate user of the product.9 For 
example, if a final consumer buys an automobile, 
it is considered a consumer product whereas if a 
pharmaceutical company purchases automobiles for 
their salespeople, the same automobile is considered 
a business product.

Business markets are comprised of manufacturers 
(businesses that manufacture products or services), 
resellers (businesses that buy products, add value 
and sell these products to other businesses, such 
as global distributors selling to local wholesalers), 
the government (all governments buy products to 
serve their publics) and non-profit organizations 
(such as institutions, hospitals, schools, etc.).10 
Therefore, business markets encompass all types 
of organizations that purchase goods and services 
from other organizations but for different reasons.

Definition of B2B Marketing
B2B marketing may be defined simply as 

marketing activities that take place among 
businesses/organizations. One of the earliest 
definitions of B2B marketing was made by 
Webster11 stating that B2B marketing is “the 
marketing of goods and services to industrial and 
institutional customers”. Morris12 defines B2B 
marketing as “the performance of  business activities 
that facilitate exchange processes between producers and 
organizational customers”. Stated differently, “B2B 
marketing is the management process responsible for 
the facilitation of exchange between producers of goods 
and services and their organizational customers.”13 

It should be noted that the marketing activities 
conducted in B2B markets are not very different 
than those of consumer markets and the basic 
marketing concepts remain the same. The only 
difference is, in B2C markets all marketing activities 
are directed to the final consumer whereas in B2B 
markets they are directed to the organizations. As 
the customer is very different than that of consumer 
markets and as their needs differ, understanding 
the characteristics of B2B markets is important. 
Hence, marketing strategies and tactics must be 
altered to fit the unique features of B2B markets.14 

It is crucial to understand the 
characteristics of B2B markets and 
thus comprehend the differences 
between B2B and B2C markets.

important

Why are B2B markets 
important?

1



137

6Principles of Marketing

Another major point stressed in the definition of B2B marketing is, in consumer markets the consumer 
purchases goods and services for his/her own personal consumption whereas in B2B marketing the 
organization purchases goods and services to manufacture another good, to be part of another good, to 
buy and resell or to facilitate its function. 

CHARACTERISTICS OF B2B MARKETS
In marketing, no matter what the product is or in which market it is marketed, the same major rules apply 

for designing succesful strategies. However, for different types of products (eg. pure services like banking) and 
for different markets (eg. B2B markets, global markets) some changes and adaptations in marketing strategies 
are required. Therefore, although marketing in B2B markets has similarities with marketing in B2C markets, 
there are also some major differences. The basic characteristics of B2B markets are given in Table 6.1. 

Table 6.1 Basic Characteristics of B2B Markets

Fewer, larger buyers Joint demand
Geographic concentration Direct purchasing
Derived demand Professional purchasing
Fluctuating demand Close supplier-customer relations
Inelastic demand Group decision making 

Source: Developed from Kotler, P. and Keller, K.L. (2016). Marketing Management, Global Edition, 15. Edition, England: 
Pearson Education Ltd.; Brassington, F. and Pettitt, S. (2003). Principles of Marketing, 3. Edition, England: Prentice Hall;  

Bearden, W.O., Ingram, T.N. and LaForge, R.W. (2001). Marketing: Principles and Perspectives, 3. Edition, NY, USA: 
McGraw-Hill Irwin.

As seen in Table 6.1, in B2B markets there are 
fewer but larger buyers as compared to consumer 
markets. When you think of Turkey, the population 
is about 80 million people, hence there are roughly 
80 million final consumers. On the other hand, 
there are only a few thousand textile and apparel 
producers in Turkey. A consumer may buy perhaps 
one hundred buttons in his lifetime if she/he sews, 
but a textile producer buys maybe thousands/
millions of buttons just in a single purchase 
situation. Thus, although B2B buyers are few as 
compared to B2C buyers, they buy in very large 
amounts.

Consumers in a certain country are scattered 
all over its lands, but B2B buyers are in general 
concentrated in certain geographic areas. This is 
mainly due to the reason that B2B buyers are located 
close to the sources of raw materials or close to the 
market or close to cheap labor force, etc.15 For 
example, in Turkey, automobile manufacturers are 
mainly concentrated in the Bursa-Adapazarı region, 
whereas pasta, biscuit manufacturers are located in 
the Central Anatolia region, and tea manufacturers 
in the Black Sea region. 

Perhaps the most important feature of B2B 
markets is derived demand because this is a trait that 
only pertains to B2B markets. Derived demand 
means that the demand for a B2B product depends 
on the demand for the finished product in the B2C 
market. This is because B2B products are used either 
directly or indirectly to manufacture consumer goods, 
hence they become a part of the good, its component 
or is used in the production process.16 Hence, the 
demand for B2B products depend on the demand for 
consumer products. For example, if consumers stop 
buying automobiles and the demand for automobiles 
decline, then the demand for automobile tyres in the 
B2B market will also decline. Similarly, if the demand 
for washers decline in the consumer market, then the 
demand for electrical motors (the most important 
component of the washer) will also decline in the 
B2B market.17 Due to this characteristic, sometimes 
B2B sellers may try to motivate consumers in the 
B2C market by promoting directly to them even 
if they know that the final consumers do not buy 
B2B products directly.18 Intel has been using this 
promotion strategy for many years. Although nearly 
none of us has bought an Intel chip in our lives, we 
are still aware of the product and demand computers 
that has this chip as its systems processor.
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Due to the derived demand characteristic in the 
B2B markets, the demand for products also fluctuate 
meaning that the demand is not stable, it increases 
and decreases sharply. In other words, big amounts 
are bought in certain times, no purchasing is done 
in other times, and again big amounts are bought, 
etc. Even if there is a slight increase of demand in 
the consumer market, this results in a much higher 
increase of demand in the B2B market. The same 
is also true for the decrease of demand. Sometimes 
just an increase of 10 percent in demand in the B2C 
market may cause a 200 percent increase in demand 
in the B2B market.19 Hence, B2B marketers must 
closely monitor the consumer markets in order 
not to undergo unwanted results.  For example, a 
decline in mortgage rates may trigger demand for 
new housing, which, in return, may ignite increase 
in demand for home appliances.20 This means that 
stocks of inventory for home appliances may not be 
enough and production may have to be increased.  

Another characteristic of B2B markets is that 
the demand for B2B products is highly inelastic. 
In other words, the demand for B2B products is 
insensitivite to price.21 That is, even if there is a price 
increase/decrease for B2B products, the demand 
will not be highly affected and will remain almost 
at the same level. This is because if the producer has 
to produce a certain amount of B2B products, price 
changes in raw materials and/or components will 
not alter the amount produced unless the demand 
for the finished product changes. For example, 
when there is a price increase in headlights, this 
will not affect the demand for automobiles, hence 
the level of demand for automobile headlights will 
remain the same. 

B2B markets are also known as having joint 
demand.  Joint demand is when the demand for a 
certain product is related to the demand of other 
products.22 For example, the demand for casings 
in computers is highly related to the availability of 
disk drives. If one is unavailable, the other is of no 
use to the producer as the two components work 
together. Similarly, for furniture, foam rubber and 
springs and coils are jointly demanded.

In B2B markets, buyers often prefer to buy 
products directly from the manufacturer and do 
not use any intermediaries.23 This is because the 
products purchased are often complex and need 
to be customized according to the needs of the 
buyers. Additionally, in B2B markets, products are 

quite expensive and large amounts are bought by 
few numbers of buyers. If an intermediary is used, 
the procedure gets highly complicated, and costs 
and delivery time also increases. Additionally, each 
intermediary means a new relationship and new 
negotiations; and so is open to misunderstandings 
and wrong information transfer resulting in 
ineffectiveness. 

Due to the complexity of the purchasing process 
in B2B markets, most firms have professional 
purchasing teams who are highly trained and 
experienced in buying and negotiations, and also 
whose responsibility is to make sure that the best 
purchasing procedure is administered.24 As B2B 
buyers are highly trained and experienced, they 
are highly knowledgeable about the products they 
plan on buying, they are familiar with most of the 
sellers, they are aware of the price levels, they are 
informed about the quality levels, etc. This means 
that if a seller wants to convince a buyer, then the 
seller is also in need of highly knowledgeable and 
trained sellers. It is very common in B2B markets 
to see highly trained sellers who have engineering 
or medical degrees to make a convincing sale.25

One important point that is implied in the term 
“professional purchasing” is that, in B2B buying 
situations, emotions have almost no influence 
on the purchasing decision, and in general the 
buyers in B2B markets act much more rational as 
compared to B2C markets.26 In other words, in 
B2C markets the consumer may act upon his/her 
feelings and purchase accordingly, for example may 
buy a sofa just because the color is very attractive.  
But in B2B markets the buyer does not have such 
a luxury; the purchase decision is highly risky, a 
lot of money is involved, he/she must be able to 
explain his/her actions to the senior managers. 
Thus, in B2B markets the buyer must act as rational 
as possible.

A major characteristic of B2B marketing is that, 
it involves close customer-supplier relations. This is 
because the buyer needs to buy products from 
suppliers on a regular basis to conduct its business, 
and if both parties are satisfied in time, this leads 
to interdependency between the buyer and the 
seller.27 The buyer becomes dependent on the 
supplier because of the need to regularly procure  
different types of goods (raw material, parts, 
components, etc.) to continue manufacturing. 
The supplier, on the other hand, is also dependent 
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on the seller because of the limited number of 
buyers in B2B markets. In order to survive in the 
market, the seller must achieve repeated orders.28 

Additionally, the supplier becomes dependent on 
the buyer, especially if it is the sole producer of some 
customized components that the buyer buys in big 
amounts. Hence, the performance of the supplier 
becomes very crucial and determines whether the 
order will be repeated or not. Thus, the supplier 
needs to focus on after-sales services which usually 
results in closer relationships with buyers.29 Closer 
relationships also result in joint trust between the 
parties causing long term relationships. Another 
reason for close relationships between the buyer 
and the seller is due to the desire for mutual benefits 
of the two parties. It should be remembered that 
the quality of the components and parts determine 
the quality of the final product sold to consumers. 
Thus, in B2B markets, it is quite common that 
buyers and sellers collaborate for new product ideas 
and even conduct R&D activies together to deliver 
more value to the consumer. 

Another characteristic of B2B marketing is 
that the purchase decision is commonly made by 
a group of employees, not by a single person. As 
mentioned before, the products bought in B2B 
markets are usually highly complex and expensive. 
Additionally, the B2B buyer does not have the 
luxury to make a mistake in the buying decision as 
a wrong decision may cause a very big loss for the 
company. Therefore, especially for risky purchases, 
a group of people take place in the buying decision. 
It is highly common that for major decisions this 
group of people includes technical experts as well 
as senior management.30 This group is called 
the buying center, which will be discussed in the 
following section. 

Lycra is a material used in different types of 
textile (pants, sports wear, swimming suit, 
etc.). Although it is not directly sold to final 
consumers, many people know Lycra due to 
advertisements and demand garments that is 
made with it. Think of other B2B products that 
you are aware of but cannot buy directly.

2

THE BUYING CENTER 
CONCEPT AND ROLES IN B2B 

BUYING
Due to the complex nature of B2B buying 

process, the purchase decisions in B2B markets are 
quite risky. For this reason, organizations prefer to 
reach this decision by a group of people instead 
of placing the responsibility on a single person. 
This group is called the buying center which 
will be discussed in this section where the roles 
of the members of the buying center will also be 
explained.

The Buying Center Concept
The buying center “refers to the group of individuals 

that consists of all organizational members who are 
involved in any way, to any extent, in any phase of 
a specific buying decision.”31 In other words, the 
buying center is all the individuals or groups of 
people who contribute to the buying decision, who 
share a common goal and who also share all risks 
included in the buying process.32 Therefore, when 
a need exists in an organization, and a decision 

Perhaps the most important feature of B2B 
markets is derived demand.

Derived demand means that the demand for 
a B2B product depends on the demand for 
the finished product in the B2C market. 

Although there are a lot of similarities 
between B2B marketing and B2C 
marketing, it should be noted that for 
different types of products (eg. pure 
services) and for different markets (eg. 
B2B markets, global markets), some 
changes and adaptations in marketing 
strategies are required.

important
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to purchase is going to be made, all people in the 
organization who are involved in this decision make 
up the buying center. It should be noted that the 
buying center is not the same as the purchasing 
department; it includes more than the purchasing 
department and is made up of people working in the 
organization who are in different departments and 
who work at different levels in the organization.33 
The makeup of the buying center changes according 
to the size and risk of the buying situation. If a 
routine purchase is going to be made, for example, 
if there is a need for papers to be used in the office 
or toner for printers, then the buying center may 
include only one person who is a middle-low level 
staff in the purchasing department. On the other 
hand, if an airline company wants to buy new 
airplanes to include in its fleet, then the buying 
center will include at least 7-8 people who will be 
working at top levels in the company and at different 
departments, for example, the CEO, the manager 
of the technical department, the manager of the 
finance department, the manager of the purchasing 
department, etc. Thus, the composition of the 
buying center and the number of people depend on 
the buying situation; the riskier and more crucial the 
decision, the more people who work at upper levels 
in the organization are involved; the more routine 
the decision, the fewer people who work at lower 
levels in the organization are involved. The reason 
why the buying center is an important formation in 
the organization is because in general B2B buying 
involves a lot of risk, and hence is a big responsibility 
to be placed on just a single person. When more 
than one person is involved in the decision, each 
person handles the issue from his/her perspective 
(according to his/her educational background, 
department in which he/she works in, responsibility 
in the organization, level in organization, experience, 
etc.) and consequently when a decision is made, all 
grounds are covered and the chance of making a 
wrong decision is minimized.

Roles in B2B Buying
The individuals in the buying center take on 

some roles and act accordingly. The roles that exist 
in organizational buying are:34 

•	 Initiators – anyone in the organization that 
recognizes a need and requests a purchase. 
This need may be a product that is already 
being used, a modified version or a product 
that is entirely new.35 For example, a 
worker in the factory may request that the 
machine he is using is replaced with a newer 
technology that will allow him to be more 
effective.

•	 Users – the people who will be using the 
new purchased product directly. Usually 
the initiator is also the user, but sometimes 
it may be someone else. The user may be an 
engineer, a technician, a cleaning staff, etc. 
When a university purchases new desks to 
be used in classrooms, the users in this case 
are the students.

The buying center refers to the group 
of individuals that consist of all 
organizational members who are involved 
in any way, to any extent, in any phase of 
a specific buying decision.

It should be noted that the buying 
center is not the same as the purchasing 
department; it includes more than the 
purchasing department and is made up of 
people working in the organization who 
are in different departments and who work 
at different levels in the organization.

important

Consider a university that has decided 
to buy a big piece of land on which 
it will be building its main and only 
campus, and hence will not have the 
difficulty of managing the different 
campuses it currently has that are 
scattered in different regions of the city. 
For this purchase situation what kind 
of a composition might the buying 
center have (how many people, which 
affilliations, which departments, which 
organizational levels)?

3
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•	 Influencers – the people who have an 
influence on other people and the decider 
in the buying center. These people may 
influence others due to their expertise on 
a certain subject, for example an engineer 
who provides information about a supplier’s 
technical capability, or an accountant who 
informs the buying center on the effect of 
the product being considered on return of 
investment, or someone who has specific 
information about the product/supplier.36 
Usually technical people are important 
influencers in the buying center.37 
Additionally the person responsible for 
the budget is also an influencer as he/she 
may need to remind the buying center 
the allowed budget for the specific buying 
situation.

•	 Deciders – the people who make the final 
decision and who determine “whether to buy, 
what to buy, how to buy or where to buy.”38 

Typically these people are senior managers 
or specialists who take place in the buying 
center. When a strategic purchase decision 
is made, the board of directors and/or 
the CEO will be the decider; in routine 
situations the decider may be the buyer 
or the user.39 Although the decider is the 
person who makes the buying decision, he/
she may not have a formal authority to do 
so but may act as a decider due to his/her 
power and influence on the members of the 
buying center.40

•	 Buyers – the people who make the actual 
purchase. In general, the buyer is someone 
in the purchase department. If the purchase 
decision is a critical one, then this person 
may be the manager of the purchase 
department; for routine decisions, this 
person may be a lower level staff in the 
purchase department. Buyers are the 
people who decide on the supplier/seller 
from whom the product is going to be 
bought and they are involved in all types 
of negotiations with the seller in the buying 
process.41

•	 Gatekeepers – the people who control access 
of information into the buying center and the 
sharing of information among the members 
in the buying center. Sometimes a gatekeeper 

may directly influence the final decision by 
not providing some critical information to 
the buying center.42 For example, someone 
form the purchasing department or the 
assistant/secretary of a CEO may act as 
a gatekeeper by not allowing the seller to 
contact the decider, the influencer or the 
user in the buying center, hence preventing 
the flow of information to them.

In the buying center more than one person may 
undertake a certain role or a single person may act 
out more than one role.43 For example, the person 
from the purchasing department may be the buyer, 
the influencer and the gatekeeper all at the same 
time. Similarly, when a press machine is going to 
be purchased to be used in the factory, a worker, 
the head of the production department, and a 
technician may all take on the roles of the user.

Consider the following purchasing 
situations and try to think how the 
buying center may be composed (how 
many people, which departments, 
which level in organization, which role).
•	 An	 automobile	 manufacturer	 has	

decided to switch all of the cloth-
covered seats in their automobiles to 
leather-covered seats.

•	 A	 bank	has	 decided	 to	 buy	 a	 new	
10-story high office building in the 
city center. 

4

Six different roles exist in the buying center: 
initiators, users, influencers, deciders, buyers, 
gatekeepers.

In the buying center more than 
one person may undertake a 
certain role or a single person 
may act out more than one role.

important
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B2B PRODUCT 
CLASSIFICATION

Just as different business markets have an effect 
on B2B marketing strategies, so does the type of 
product/services and their characteristics. When 
examining different sources, it can be seen that 
there are a number of different classifications to 
identify the nature of B2B products/services. One 
approach to this classification is by identifying 
what type of a role the product/service has on the 
production process and the cost level.45 From this 
perspective, B2B products/services can be divided 
into three basic categories where two sub-categories 
exist in each basic category (see Figure 6.2). Here, 
B2B products/services will be examined under six 
different categories:46

i.	 Entering	 Goods – These products and 
services become part of other products and/
or the finished product.
a. Raw Materials – This category includes 

all types of farm products and natural 
products such as mining and mineral 
products, coal and iron ore.47 These 
products are usually commodities. For 
this reason, it is very difficult for suppliers 
to differentiate their products. When 
purchasing raw materials, the quality of 
the product and uninterrupted supply is 
important.48 Additionally, in order not 
to have any problems in production, 
the buyer usually keeps some stock of 
raw materials. Some examples of raw 
materials are: potatoes for a company 
that produces potato chips; sand for a 
glass producer; rye, barley and wheat 
for a bread producer, metallic ores for 
an automobile producer, etc.

b. Manufactured Materials and Parts – 
these products also become part of 
The finished product, but unlike raw 
materials, manufactured materials and 
parts go under some processing. For 
example, the textile that a furniture 
producer buys in order to cover the 
sofas, chairs, etc. they manufacture; 
the central processing units (CPU), 
integrated circuits, screens, buttons, 
speakers a computer manufacturer buys; 
the tyres, seats, steering wheels, head 

and tail lights, carburettor, ABS break 
system, etc. an automobile manufacturer 
buys. Usually many suppliers are readily 
available to produce manufactured 
materials and parts according to the 
specific needs of the buyer making it 
very difficult for them to differentiate 
themselves. Suppliers try to win over 
customers by offering special services 
and by trying to augment their products 
using the latest technology, producing 
parts using new/less costly materials, 
offering joint R&D, etc.49 

ii.	 Foundation	 Goods – These products are 
used to make other products but they do 
not become part of the finished product.50 
Foundation goods are capital items, and 
thus, when they get old and are worn out, 
they can be depreciated from expenses.51 

c. Installations – These items cannot be easily 
removed from the office/manufacturing 
building.52 For example, cranes, elevators, 
escalators, blast furnaces, turbines, presses, 
safes, etc. The buildings themselves, 
lands, supercomputer systems, airplanes 
of an airline company, oil tankers of an 
energy company, etc. are also examples of 
installations. Installations are considered 
fixed assets of the company and are 
depreciated in time.53 Installations are 
usually quite expensive and thus their 
purchase requires the formation of a 
buying center when making a purchase 
decision.

d. Accessory Equipment – These products 
are usually smaller pieces of equipment 
that are less expensive than installations 
and can easily be removed from buildings. 
For example, hand tools workers use in the 
factory, fork lifts, smaller motors, personal 
computers and lap tops, furniture (tables, 
chairs, sofas, lighting equipment, etc) 
used in the office, etc. These products 
are usually available in standard sizes and 
versions, have lower prices and may be 
bought from many suppliers.54 

iii.	 Facilitating	Goods – These products/services 
help a company achieve its goals but they 
do not enter the product; they do not even 
get involved in the production process.55
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e. Supplies (MRO-Maintenance, Repair and Operating Supplies) – These items are needed to run 
the machines and the office/factory buildings.56 Examples are, parts of capital goods, such as 
hydraulic oil, tyres for airplanes; toner, paper for printers; paint for buildings. 

Figure 6.2 B2B Product Classification 

Source: Adapted from Hutt, Michael D. and Speh, Thomas W. (2001). Business Marketing Management: A Strategic 
View of Industrial and Organizational Markets, 7. E., Ohio, USA: South-Western (Thomson Learning), p.22. 

e. for buildings; cleaning equipment for office buildings; replacement parts for broken down com-
puters, etc. Supplies are considered expense items.

f. Services – all organizations purchase different types of services. These services may be manufac-
turing services (professional services used in manufacturing such as welding, casting, dying, etc.); 
business services (services used in the office such as maintenance and repair services, catering and 
food services, cleaning service, etc.); and professional services (such as accounting, advertising, 
logistics, consulting, legal services, etc.).57 

Supplies

Business Services

- Operating supplies (eg.
   Lubricants, paper)
- Maintenance and repair items
  (eg. Paint, screws)

- Maintenance and repair services
  (eg. Computer repair)
- Business advisory services (eg.
  Legal, advertising, management
  consulting)

ENTERING GOODS
Raw Materials

- Farm products (eg. Wheat)
- Natural products (eg. Iron ore,
   lumber)

Manufactured Materials and Parts
- Component materials (eg.
   Steel)
- Component parts (eg. Tyres,
   microchips)

Installations
- Buildings and land rights (eg.
   O�ces)
- Fixed equipment (eg.
  Computers, elevators)

- Light factory equipment (eg.
Lift trucks)
- O�ce equipment (eg. Desks,
PC’s)

Accessory Equipment

FOUNDATION GOODS

FACILITATING GOODS

B2B products may be classified into three basic and 
six sub-catergories: entering goods (raw materials; 
manufactured materials and parts); foundation goods 
(intallations; accessory equipment); and facilitating 
goods (supplies; services).

When examining different sources, it can be seen 
that there are a number of different classifications 
to identify the nature of B2B products/services. 
In this chapter, the classification in which the 
type of role the product/service has on the 
production process and the cost level is adopted.

important
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TYPES OF B2B BUYING 
SITUATIONS

As seen in B2B product classifications, an 
organization needs many types of different 
products to continue production and to facilitate 
its operations. Some of these products are quite 
complex and very expensive, and thus require 
careful decision making; others are quite common 
products/equipment that are bought routinely, are 
quite low in price and require very little effort in 
buying. When the product is risky and important, 
the company tends to form a buying center made 
up of many people from different departments in 
the organization who work at higher levels. The time 
required for the final purchase decision is quite long, 
sometimes it may take several years, where a lot of 
information is collected, and each and every detail 
is scrutinized. On the other hand, the purchase 
decision for routinely bought, standard products 
is reached very quickly. For routine purchases, a 
buying center may not be formed and commonly 
someone from the purchasing department decides 
on which product is going to be purchased and from 
which supplier; or a buying center may be formed 
that consists of a small number of people who work 
at lower levels in the organization. 

B2B purchase decisions may be classified into 
three different categories, from the most routine to 
the most risky: straight rebuy, modified rebuy and 
new task.58 

Straight Rebuy
Straight rebuy involves routine problem 

solving decision making where the organization 
has purchased the product before, is satisfied with 
it, and therefore decides to buy the same product 
from the same supplier again when the need occurs. 
This type of buying situation ordinarily occurs for 

products such as raw materials, materials and parts, 
office supplies and services. This type of buying 
situation carries the risk of being unaware that better 
options may exist since the buyer keeps on buying 
the same products from the same suppliers.59 

In a straight rebuy situation, the purchase is 
routinely conducted by the purchasing department 
where an approved list of suppliers exist.60 For the 
seller, it is very important to be in the approved list 
as it means renewed routine orders. For this reason, 
the seller makes every effort to find a place in the 
list and remain there by trying to provide high 
product and service quality. It is common for the 
seller-buyer to use an automated reordering system 
to speed up the purchasing process. For this type 
of buying situation, the most important issues for 
the buyer are delivery, performance and price.61 

Because the perceived risk is very low for straight 
rebuy situations, typically there is no need to form 
a buying center. 

Modified Rebuy
Modified rebuy occurs when the buying 

organization requires some type of change in the 
purchasing process of a product. This change may 
be due to changing needs of the organization, 
dissatisfaction with the current product/supplier, 
modifications in the product/production process 
or just to look out for better alternatives. In other 
words, this type of purchase has already been 
conducted by the organization before, but the 
organization is in search for new information about 
alternative sources of supply and sales terms.62 

Examples for this type of buying situation may be, 
the need to change the chromium-plated bolts with 
steel-plated ones; or the need for a technological 
upgrade of a computer system.63

In a modified rebuy situation, it is possible that 
the buying organization may be searching for new 
suppliers of a current product being used or may be 
in need of a new product from a current supplier.64 

Therefore, in modified rebuy situations, although 
a change is needed, the buyer is not completely 
unfamiliar with the process. This means that the 
amount of information needed and the time for 
assessment of the purchase situation is more than 
that for a straight rebuy situation but less than 
that for a new task situation. For this reason, in 
modified rebuy situations, a buying center is 
ordinarily formed, but it is not made up of a lot 

Consider a fast fashion apparel producer 
(for example Zara) and try to think 
of some of the B2B products needed 
for production and operations. Try to 
classify each product according to the 
classification given in this chapter.

5
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of people and the members are of middle/low 
management levels.

Considering the modified rebuy situation from 
the sellers perspective, for current suppliers, this is 
an unwanted condition as there is a big chance that 
the buyer will switch to other suppliers. Conversely, 
this type of situation is an opportunity for suppliers 
who have not worked with the buyer before.65 

New Task
In a new task buying situation, the purchasing 

problem is completely new to the organization, 
the organization has no prior experience with the 
product/purchase situation, and thus is in need of a 
big amount of information.66 This type of buying 
situation occurs in an organization very seldomly. 
As the organization is completely unfamiliar with 
the situation, the buying process is perceived to be 
very risky, and the cost of making a wrong decision 
is very high. For this reason, in a new task buying 
situation, a buying center is formed for certain 
where it is composed of a lot of people, working 
in different departments and at higher levels in 
the organization. The higher the risk and cost of 
the purchase situation, the more the information 
needed, the longer the assessment of information 
and the longer and harder the final decision is 
made.67 Examples for new task buying situation 
may be, purchasing a new office building; or a 
new security system. This type of buying situation 
typically occurs in an organization when a new 
product is produced or when the firm decides to 
enter a new product category (for example, when 
a furniture producer decides to open up a hotel).

THE B2B BUYING PROCESS
As in consumer markets, it is very important 

for marketers to understand the B2B buying 
process and the stages that make up this process in 
B2B marketing.68 Especially for risky purchasing 
situations such as the new task buying situation, 
organizations must try to follow each stage in the 
B2B buying process and implement the necessary 
steps in each stage in order to reach the best buying 
decision and not to make any mistakes. Knowing 
the B2B buying process stages is also crucial for the 
seller as the need for different types of information 
by the buyer at each step changes. The sellers that 
provide the needed information to the buyer at each 
stage have more of a chance of being selected at the 
end of the buying process. The purchase decision 
made by the buyer is very critical. Especially for 
risky purchase decisions, a lot of information is 
collected at each stage, and discussed and assessed 
by the buying center. Sometimes a decision may be 
reached at the end of a few years.

Although there are a lot of models specifying 
the stages of the B2B buying process, the best 
known model is the Buygrid Framework developed 
by Robinson, Faris and Wind69, which will be 
examined in this section (see Table 6.2). As seen 
in Table 6.2, there are eight stages in the B2B 
buying process. For the new task buying situation, 
all stages are followed, whereas for modified rebuy 
and straight rebuy, some stages may be omitted by 
the buyer (see Buyclasses in Table 6.2). Each stage 
of the B2B buying process is discussed below.

Straight rebuy situation is when the 
same product is brought from the same 
supplier.

Modified rebuy situation is when a 
certain change occurs in the purchase 
process (ie. a change in the product or 
the supplier). 

New task situation is when the 
organization buys a certain product/
service for the first time.

When compared, the most risky type of buying 
situation is new task, the moderately risky type 
of buying situation is modified rebuy, and the 
least risky is straight rebuy situation.

important

When an automobile manufacturer 
decides to change the front panel 
design of an existing model an 
automobile, and thus starts looking 
for new alternatives, what type of 
buying situation would this be?

6
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Table 6.2 The B2B Buying Process (The Buygrid Framework)

Buyphases
Buyclasses

New Task Modified Rebuy Straight Rebuy
Problem recognition Yes Maybe No
General need description Yes Maybe No
Product specification Yes Yes Yes
Supplier search Yes Maybe No
Proposal solicitation Yes Maybe No
Supplier selection Yes Maybe No
Order-routine specification Yes Maybe No
Performance review Yes Yes Yes

Source: Adapted from Kotler, Philip and Keller, Kevin Lane (2016). Marketing Management, Global Edition, 15. 
Edition, UK: Pearson Education Limited, p. 220.

Problem Recognition
As with all buying processes, the first stage 

of the B2B buying process is when a problem 
arises or a need occurs in the organization. The 
stimuli for the need may be internal or external 
to the organization.70 Internally, a machine in 
the production chain may break down; or a new 
product may be developed and new parts may be 
needed; or the stocks of a certain component may 
have dropped below the safe level; or there may be 
a lot of complaints about a product; or the price of 
the product might have become too costly; or the 
organization may be dissatisfied with the supplier; 
etc. Externally, the production manager may have 
heard about a new press machine that works much 
more effectively than the current one being used; the 
CEO of the organization may have met a supplier at 
a trade show and may want to try their new product; 
the demonstration of a salesperson may have 
influenced someone in the organization, etc. How 
big or small the problem is depends on the situation 
and the needed product/service.71 If it is a simple 
need like new office supplies, then straight rebuy 
situation has occured, and thus, only a few stages of 
the B2B buying decision process will be followed. 
On the other hand, the need for an entirely new 
machine to be used in the production chain is a new 
task situation, and thus will require that all stages in 
the B2B buying decision process are followed.

General Need Description
Once a need occurs, the next step is to determine 

exactly what type of a product/service is needed, 
what general characteristics are required and the 
quantity needed.72 At this stage, the buying center 
tries to collect as much information as possible 

to understand the different alternatives and to try 
to determine which alternative may fit the needs 
the best. Information may be collected from the 
Internet, from catalogs, from salespeople, from 
technical staff, from business magazines, from 
competitors, etc. It should be noted that sometimes 
there may be very different solutions to the problem 
at hand. For example, the organization may think 
of buying heavy cleaning supplies and let its own 
workers do the cleaning at their free time; or the 
organization may hire new cleaning staff; or the 
organization may decide to outsource its cleaning 
needs and hence decide to purchase it as a service, 
etc. Therefore, at the general need description 
stage, initially all types of information is collected 
to decide on the best basic solution. Once the basic 
solution is decided upon, detailed information 
about alternative products/services are collected to 
try and determine which one would be the most 
appropriate. For example, if after detailed search, 
the organization decides to outsource its cleaning 
needs, as a next step, the buying center this time 
collects detailed information about exacly what 
kind of cleaning services are offered, which firms 
provide these services, what the price levels are, etc.  

Product Specification
The third stage of the B2B buying decision 

process is the preparation of the product 
specification. Product specification is a “precise 
statement of the specific characteristics and quantity 
required of some product or service.”73 In general, 
the production, R&D, or engineering sections/
departments decide on the specific characteristics 
the organization requires in the product/service 
it wants to purchase.74 The product specification 
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may be a short formal statement of the minimum 
requirements of a product (for example, the 
minimum required cleaning power of the cleaning 
detergent) or it may be a detailed report specifying 
all types of detail (for example, the powdered 
form of detergent that is completely white, with 
the heaviest cleaning power, packed in packets of 
5 kilograms, etc.). If the item being bought is a 
component to be used in the manufactured product, 
the organization may provide a blueprint of the 
component specifying the exact characteristics and 
design required in the component.

Supplier Search
Following the preparation of the product 

specification, at the next stage, the organization 
looks for qualified suppliers who may have the 
capability to meet the requirements of the product 
specification. This stage is important because the 
organization wants to find the best solution to its 
problem. Hence, it should be able to contact all 
suppliers that would be able to fulfill the product 
specification. Possible sources of information 
of potential suppliers are: salespeople, current 
suppliers, trade shows, exhibitions, advertisements, 
the Internet, trade news, word of mouth and 
professional conferences.75 Buyers in B2B markets 
quite often contact their current suppliers when they 
are going to purchase a modified product or a new 
product as they trust the opinion of these suppliers 
with whom they have worked for many years.76

Proposal Solicitation
The fifth stage of the B2B buying process is 

the stage where the organization contacts qualified 
suppliers and asks them to prepare and submit 
their written proposals if they are interested.77 
The proposal prepared by the seller may be a 
formal report giving specific details about the 
product offering; or it may be a price quoted by 
the salesperson; or it may be the presentation of 
different catalogs to the buyer.78 As this is the stage 
before a selection is made, sometimes the buyer 
may examine the proposals and invite a few of the 
best qualified suppliers for oral presentation and/
or negotiations. This stage is critical for the seller 
because it may determine whether the decision will 
be made to the seller’s advantage. Hence, the seller 
must be skilled in preparing proposals, making oral 
presentations and negotiating. Many firms have a 
team of experts who carry out these procedures.79

Picture 6.1

Supplier Selection
In general, the organization sets a certain date 

and time (a deadline) until when all proposals 
should be submitted. Once the date and time is 
reached, the members of the buying center begin to 
assess each proposal, comparing the proposals with 
the product specification. This step is not easy since 
some proposals may fit the product specification 
quite well but others may be completely different 
where a better solution is offered to the problem 
at hand. Therefore, at this stage, it is important to 
decide whether the proposals that fit the product 
specification the best would be selected or whether 
the ones that do not fit but that offer an alternative 
solution will be considered as well.

For the supplier selection procedure, the buying 
center usually specifies the attributes they desire 
in the supplier and/or the product and rank each 
supplier (proposal) according to these attributes. 
Most organizations use a ranking system where 
importance weights are assigned to the attributes.80 

according to the expectations of the firm, and each 
proposal is evaluated according to these rankings. 
For example, lets say that each attribute may be 
assigned a maximum value of 10 where the weights 
are determined as: 0.5 for product quality; 0.3 for 
price; and 0.2 for delivery. Consider the situation 
where a supplier receives 9 for product quality; 
8 for price; and 7 for delivery. This supplier will 
receive a total ranking of 8.3 out of 10 (9 x 0.5 + 
8 x 0.3 + 7 x 0.2 = 8.3). Each supplier is ranked 
according to this rule and the supplier that gets 
the highest score is selected or a number of best 
ranking suppliers (the best three for example) are 
invited for further negotiations. Which attributes 
are selected and their importance weights are 
determined according to the buying situation 
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and the desire of the company. For example, if a 
copying machine is going to be bought, the most 
important attributes may be technical service, 
supplier flexibility and product reliability. On the 
other hand, for raw materials, quality and on time 
delivery may be the key issues. 

It should not be forgotten that suppliers are 
evaluated both for delivering the desired product 
at the required quality level and for the services 
they provide after the purchase.81 Nowadays many 
buyers expect to have close relationships with 
their suppliers where they can work together for 
new product ideas, improvement of performance, 
finding ways to lower costs and to develop new 
technololgies. Additionally, the reputation of 
the supplier may be an important criterion for 
selection.82 Contrary to expectations, price by 
itself may have only a limited influence on the 
final decision.83 Factors such as quality, delivery, 
performance history, the total value of the product 
and the solution its going to deliver may be much 
more important.

Order-Routine Specification 
Once the supplier is selected, negotiations 

are conducted until the order is finalized. By 
negotiating, the buyer aims to get the best agreement 
for the organization; in other words, better terms 
of payment, more appropriate delivery schedules 
and further benefits.84 When negotiations are 
finalized, a formal order is placed where typically 
a sales contract is signed by both parties. The 
sales contract typically includes a list of technical 
specifications, the quantity to be purchased, the 
total price, the delivery schedule, warranty issues, 
return policies, penalty provisions, etc.85

Performance Review
The final stage in the B2B buying process the 

performance review. This is actually a stage that 
is conducted after the purchase. The organization 
makes a post-purchase evaluation of the product 

and of the supplier. Once the purchase is made, 
the buyer regularly observes the performance of the 
supplier.86 The benefits received may be compared 
to what has been promised before the purchase or 
a more formal procedure may be followed where 
the performance of the product and the supplier 
is evaluated according to some predetermined 
standards.87 At this stage, it is quite common for 
the organization to rate the supplier against some 
attributes using a weighted-score method, similar 
to the method used in the supplier selection stage. 
Each supplier is rated according to predetermined 
attributes and importance weights. Those suppliers 
who receive a total score that is below the threshold 
level set by the organization are either warned 
or taken out of the approved list of suppliers. 
When a supplier is left out of the approved list of 
suppliers of the organization, it is very hard for the 
same supplier to conduct any business with the 
organization again in the future.

For the new task buying situation, all stages 
in the B2B buying process are followed, 
whereas for modified rebuy and straight 
rebuy, some stages may be omitted by the 
buyer.

Especially for risky purchasing 
situations such as the new task buying 
situation, organizations must try to 
follow each stage in the B2B buying 
process and implement the necessary 
steps in each stage in order to reach the 
best buying decision and not make any 
mistakes.

important
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“11 Exciting B2B Marketing Trends You 
Need to Know for 2018” 

11 trends have been identified by Brafton 
concerning B2B marketing, mostly focusing 
on electronic marketing, social marketing and 
mobile marketing as expected: 
1. Micro moments go macro. The attention span 

of people are very short. More people will be 
searching for information via mobile devices 
and make purchasing decisions only after a 
few touchpoints with the brand. Decisions 
are made just in a few seconds.

2.	 Infographic	design	trends	toward	flat	minimalism	
and real photography. Real and emotional 
content are requested and hence B2B marketers 
are doing more to humanize their brands which 
results in connecting with audiences. Hence 
people are more affected by real photography 
that is simple but not boring.

3.	 Email	 newsletters	 become	 the	 new	 brand	
magazine. For many B2B customers it is 
much simpler to read the news that come to 
their mailboxes than to go through magazines 
and catalogs. For emails, though, in order to 
capture attention, firms must make sure that 
the content is creative.

4. Copywriting=storytelling. Everyone enjoys 
reading stories, and thus, firms should not 
make the mistake of seeing their audiences as 
business entities, rather than actual humans 
who make important decisions.

5. Content adapts to human search behaviors. 
Content should be created to answering 
questions and solving problems instead of 
being based on keywords.

6. Remarketing roars back. Advertising and content 
marketing will keep on growing. It should not 
be forgotten that the more the ad impressions, 
the more the generation of new customers.

7.	 Intelligently	 designed	 content	 of	 the	 future.	
To capture customers and form long-term 
relationships, it is important to personalize 
and segment content according to specific 
business needs. 

8.	 Influencer	 marketing	 expands. As in B2C 
marketing, influencer marketing is becoming 
more and more effective in B2B marketing. 
For B2B markets, influencer marketing 
should be conducted in the form of customer 
testimonials, video case studies and existing 
references.

9.	 Investments	 in	 proven	 social	 platforms. Many 
B2B companies resist from engaging in social 
platforms, but as social trends change, so 
must this strategy. If a company is present 
in social platforms where their customers are 
actually present (eg. LinkedIn), this is a highly 
effective way of capturing their attention and 
creating new customers. 

10.	Interactive	 video,	 social	 and	 email	 content	
strategies. Interactivity is the new trend 
worldwide. In B2B, live streaming, real-
time questions and answers, user generated 
campaigns, using virtual reality for 
demonstrating products, etc., may be used to 
keep audiences engaged.

11.	Digital	 engagement	 becomes	 a	 premium. 
Meaningful interactions with people who 
experience the brand will result in long-term 
relationships and new sales. Creativity is 
important to keep customer engaged.

Source: www.Brafton.com (updated in 
December 27, 2017), access August 7, 2018.

Further Reading
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Picture 6.2 Protesting Lego Figures Picture 6.3 Lego Figures Protesting at Abbey Road

“Everything began when Greenpeace 
released a short video on You Tube entitled 
“LEGO: Everthing is NOT Awesome.” (You 
Tube, GreenpeaceVideo)

Greenpeace released this short video in 2014 
in order to raise awareness on how Shell was 
destroying the Arctic by drilling oil there. In the 
short video, the whole story is told by using LEGO 
pieces. LEGO had no idea such a campaign was 
going to be released and was shocked to hear 
about it. The video involved LEGO because 
LEGO had a strategic partnership with Shell as 
the LEGO pieces are plastic which are produced 
from petrochemicals sold by Shell. After three 
months following the release of the short video 
by Greenpeace, more than a million people gave 
support to the campaign, and finally LEGO 
“announced that it will not renew its conract 
with Arctic destroyer Shell.” (Duff, 2014). How 
did Greenpeace accomplish this? First of all, the 
short video became viral and received massive 
media attention with almost six million views all 
over the world. In addition, children built giant 
Arctic animals made with LEGO pieces in front 
of Shell’s Head Quarters in London. All over the 
world, from Hong Kong to Buenos Aries, people 
used LEGO figures and photographed them 
protesting (see Figure 1.3), some at international 
landmarks (such as at Abbey Road that is 
pictured on the famous Beatles album cover 
-See Figure 1.4). In Denmark, LEGO climber 

figures protested at the Shell gas station located 
near Legoland. In just three months, more than 
one million people e-mailed LEGO worldwide 
to end its partnership with Shell. All of these 
actions paid off and LEGO ended its partnership 
with Shell. Furthermore, LEGO announced that 
it would be investing 150 million dollars to form 
a Sustainable Materials Center, and by 2030, 
it would be using bio-plastic (all LEGO pieces 
would be produced of completely sustainable 
material) in all its materials used in production 
(including all LEGO pieces and also packaging). 
Unfortunately, Shell announced that it had plans 
to drill in the Alaskan Arctic in 2015.

This example shows how a protest in the B2C 
market has completely affected the relationship 
and production processes in the B2B market – 
the result of derived demand...

Source: Paksoy, Fadile (2018). “Lego’dan 
Hayalgücünü Geliştirmeye Sürdürülebilir 
Yaklaşım”, BrandMap, Temmuz-Ağustos, p. 54-57.

Duff, Ian (2014). “”How LEGO got awesome 
to #SaveTheArctic”, greenpeace.org (9 October 
2014).

“LEGO: Everthing is NOT awesome.”, YouTube, 
(6 August 2018).

In Practice
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LO 1 Defining business markets and B2B marketing

B2B marketing involves the transaction among commercial entities and includes all marketing 
activities conducted between companies. In B2C marketing, all marketing activities are directed at the 
final consumer, but in B2B marketing, marketing activities are directed at other organizations. When 
we think of the value chain, B2B marketing starts from raw materials stage and continues with parts 
manufacturing, parts assemblers, manufacturers, logistics firms, advertising firms, wholesalers, retailers. 
B2C marketing occurs only at the last stage, between the retailer and the final consumer. Hence, 
B2B markets are much larger than B2C markets where large amounts of goods are bought and sold, 
many transactions take place, and a lot of money changes hands. Given the large economic size and 
importance of B2B markets, it is crucial to understand the characteristics of B2B markets, and thus 
comprehend the differences between B2B and B2C markets.

LO 2 Explaining the characteristics of B2B markets

In marketing, there are two main types of markets: consumer (B2C) markets and business (B2B) 
(organizational) markets. The consumer market is made up of final consumers who buy and consume 
products for their own personal needs or for the needs of their household. The business market, on the 
other hand, is made up of organizations that buy products to use in manufacturing other products (for 
example, raw materials, components and parts for example), to resell to other organizations (for example, 
products sold to wholesalers and retailers) or to facilitate the activities conducted in the business itself (for 
example, press machines used in the factory, PC’s used in the offices,). B2B markets are made up of four 
markets: manufacturers, resellers, the government and non-profit institutions. 
B2B marketing are business activities that facilitate exchange processes between producers and 
organizational customers. In other words, B2B marketing is the management process responsible for 
the facilitation of exchange between producers of goods and services and their organizational customers. 
Contrasting B2C and B2B marketing, in B2C marketing, the customer is the end user  who consumes 
goods and services for his/her own needs or for the needs of the household; whereas in B2B marketing, 
the customer is an organization which purchases goods and services for the needs of the organization. 
Hence, in B2C marketing, the final consumer purchases the goods for his/her consumption, whereas 
in B2b marketing, the organization purchases goods to manufacture other goods, to be part of another 
good, to buy and resell or to facilitate its function.
The main characteristics of B2B marketing are as follows:
•	 Fewer	and	larger	buyers	in	B2B	markets	(there	may	be	only	a	certain	number	of	buyers	in	B2B	markets	

but they buy in very big amounts); 
•	 Geographic	concentration	of	B2B	customers	in	certain	regions;	
•	 Derived	demand	for	B2B	goods	(the	demand	for	a	B2B	good	depends	on	the	demand	for	B2C	goods);	
•	 Fluctuating	demand	in	B2B	markets	(big	amounts	are	bought	in	certain	times,	no	purchasing	is	done	

in other times, again big amounts are bought, etc.); 
•	 Inelastic	demand	for	B2B	goods	(the	demand	for	B2B	products	are	insensitive	to	price	meaning	that	

even if the price of the product incre¬ases or decreases, no major differences in demand occur for the 
product); 

•	 Joint	demand	for	B2B	products	(the	demand	for	a	certain	B2B	product	may	depend	on	the	demand	
for another B2B product, for example the demand for the tyre rim depends on the demand for tyres); 

•	 Direct	purchasing	in	B2B	markets	(buyers	prefer	to	buy	directly	from	the	manufacturer	and	do	not	use	
any intermediaries in between); 

•	 Professional	purchasing	in	B2B	marketing	(the	buyers	in	B2B	markets	are	highly	informed,	educated,	
trained and ex¬perienced who try to act as rational as possible, without getting influenced by their 
feelings); 
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LO 3 Defining the buying center and different roles in 
B2B buying

The buying center is all the individuals or groups of people who contribute to the buying decision, 
who share a common goal, and also who share all risks included in the buying process. The buying 
center is not the same as the purchasing department. It includes members from the purchasing 
department but also members from various departments in the organization who work at different 
levels in the organization. The composition of the buying center changes according to the buying 
situation. The more risky and important the buying situation, the more people involved who work 
at upper levels in the organization; the less risky the purchase decision, the less people involved who 
work at lower levels in the organization. The roles that exist in the buying center are as follows:
•	 Initiators	(people	who	first	state	the	need);	
•	 Users	(people	who	will	be	using	the	good	purchased	directly);	
•	 Influencers	(people	who	influence	members	of	the	buying	center	and	the	decider	due	to	their	

knowledge or control of budget); 
•	 Deciders	(people	who	make	the	final	decision);	
•	 Gatekeepers	(people	who	control	the	flow	of	information	to	and	in	the	buying	center).

LO 4 Classifying B2B products

In B2B markets, products may be classified into three major and six sub-categories: 
•	 Entering	goods	 -	goods	 that	directly	become	part	of	 the	manufactured	product	 (raw	materials;	

manufactured materials and parts); 
•	 Foundation	goods	–	goods	used	to	make	other	products	but	that	do	not	become	part	of	the	ma-

nufactured product (installations; accessory equipment); 
•	 Facilitating	goods	–	goods	that	help	achieve	a	company	achieve	its	goals	but	that	do	not	become	

part of the manufactured product (maintenance, repair and operating supplies; services).

LO 2 Explaining the characteristics of B2B markets

•	 Relationships	 between	 the	 customer	 and	 supplier	 are	 close	 in	B2B	marketing	 (the	 buyers	 need	 to	
buy products from suppliers on a regular basis and if both parties are satisfied in time this leads to 
interdependency between the buyer and the seller resulting in trust and long-term relationships); 

•	 In	B2B	marketing	 the	purchase	decision	 is	made	by	a	group	 (as	B2B	purchasing	 is	 very	 risky,	 the	
purchase decision is made by a group and not an individual person resulting in sharing of the risk and 
minimizing reaching a wrong decision).

•	 Relationships	 between	 the	 customer	 and	 supplier	 are	 close	 in	B2B	marketing	 (the	 buyers	 need	 to	
buy products from supp¬liers on a regular basis and if both parties are satisfied in time this leads to 
interdependency between the buyer and the seller resulting in trust and long-term relationships); 

•	 In	B2B	marketing	 the	purchase	decision	 is	made	by	a	group	 (as	B2B	purchasing	 is	 very	 risky,	 the	
purchase decision is made by a group and not an individual person resulting in sharing of the risk and 
minimizing reaching a wrong decision).
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LO 5 Distinguishing different types of B2B buying 
situations

In B2B purchasing, there are three different types of buying situations: 
•	 Straight	 rebuy	 (the	 most	 routine	 and	 least	 risky	 buying	 situation	 where	 the	 same	 product	 is	

purchased from the same supplier); 
•	 Modified	 rebuy	 (more	 risky	 than	 straight	 rebuy	but	 less	 risky	 than	new	 task	buying	 situations	

where a certain change is needed in the buying situation - there may be a need to buy a different 
version of the product, there may be a need for a better price, there may be a need to change the 
supplier, etc.); 

•	 New	task	(the	riskiest	type	of	buying	situation	where	the	buyer	has	no	experience	in.	For	this	type	
of buying situation a lot of information is collected, the assessment of information is done in detail 
and the decision process takes a long time).

LO 6 Explain the stages of the B2B buying process

There are eight stages in the B2B buying process which are given below: 
i. Problem recognition: In B2B buying, the purchase process begins with a certain need or product 

that needs to be satisfied or solved.
ii. General need specification: Following the problem recognition stage information is collected 

to determine which product and solution alternatives exist. At this stage the buyer roughly 
determines what type of solution they want (eg. to buy a good or purchase it as a service) and 
then decide on the general attributes of the product.

iii. Product specification: At this stage a formal product specification is prepared. A product 
specification is a precise statement of the specific characteristics and quantity required of some 
product or service, which may be a short statement specifying the minimum requirements in the 
product or may be a long report giving all details about the product and the buying procedure.

iv. Supplier search: At this stage the buyer searches for suppliers that may be able to meet the 
requirements of the product specification.

v. Proposal solicitation: At this stage the buyer contacts and asks eligible suppliers to submit their 
proposals. Sometimes at this stage the buyer may examine the proposals and invite a few of the 
best qualified suppliers for oral presentation and/ or negotiations.

vi. Supplier selection: This stage is where the buyer examines all of the proposals submitted and 
decides on the product to be bought and the supplier from which it is going to be bought. Most 
organizations use a ranking system when selecting the suppliers where importance weights are 
assigned to the attributes according to the expectations of the firm and each proposal is evaluated 
according to these rankings.

vii.  Order-routine specification: Once the supplier is selected, negotiations are conducted and the 
order is finalized.

viii. Performance review: At the final stage of the B2B buying process performance review is conducted 
where the organization makes a post-purchase evaluation of the product and of the supplier.

It should be noted that, for the new task buying situation, all stages of the B2B buying process are 
followed, whereas for modified rebuy and straight rebuy, some stages may be omitted. 
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1  In the value chain, between which two stages 
is B2C conducted?
a. Raw material - material processing stages
b. Parts and sub-assembly - final assembly stages
c. Distribution - wholesaler stages
d. Wholesaler - retailer stages
e. Retailer - consumer stages

2  In which of the following markets do 
organizations “buy products, add value and sell 
these products to other businesses”? 
a. The government   b. Resellers 
c. Non-profit institutions   d. Manufacturers 
e. Consumer markets

3  What does “derived demand” mean in B2B 
marketing?
a. The demand for B2B products is always at the 

same level.
b. The demand for B2B products depends on the 

demand for related B2B products.
c. The demand for B2B products is insensitive to 

price changes.
d. The demand for B2B products depends on the 

demand for B2C products.
e. The demand for B2B products is highly sensitive 

to the quantity to be purchased. 

4  Which of the following characteristics is true 
for B2B markets? 
a. Geographic concentration 
b. Many but small buyers
c. Elastic demand
d. Indirect purchasing
e. Individual decision making

5  Which of the following definitions about 
“the buying center” is correct?
a. It is all the members in the purchase department 

that take place in the purchase decision.
b. It is the organization that gives professional services 

to companies in making purchase decisions. 
c. It is an independent department in the 

organization composed of its own staff who are 
responsible for all purchasing decisions. 

d. It is the board of trustees of the organization 
who make the purchase decisions. 

e. It is all the individuals or groups of people who 
contribute to the buying decision, who share 
a common goal and who also share all risks 
included in the buying process. 

6  Which of the following statements about the 
buying center is false? 
a. For low risk buying situations, fewer people are 

included in the buying center.
b. For high risk buying situations, more people are 

included in the buying center.
c. For high risk buying situations, people who 

work at lower levels of the organization are 
included in the buying center.

d. For low risk buying situations, people who work 
at lower levels of the organization are included 
in the buying center.

e. For low risk buying situations, only one person 
may make up the buying center.

7  Which of the following roles controls access 
of information into the buying center and shares 
information among the members in the buying 
center? 
a. initiator   b.  gatekeeper
c. decider   d.  user
e. influencer

8  Which of the following B2B goods is a 
sub-category of “entering goods”? 
a. Services 
b. Installations 
c. Maintenance, repair and operating supplie
d. Raw materials
e Accessory equipment

9  Which of the following B2B products is 
“items that cannot be easily removed from the 
office/manufacturing building and are quite 
expensive”? 
a. Accessory equipment
b. Service 
c. Installation 
d. Raw material
e. Manufactured materials and part

10  In which stage of the B2B buying process 
does the buying organization prepare a precise 
statement of the specific characteristics and 
attributes its desires in the product it is going to 
purchase and also state the quantity required? 
a. Product specification
b. General need description
c. Problem recognition
d. Proposal solicitation
e. Order-routine specification
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If your answer is incorrect, review 
“Introduction”.

1. e If your answer is incorrect, review “The 
Buying Center”.

6. c

If your answer is incorrect, review 
“Characteristics of B2B Marketing”.

3. d If your answer is incorrect, review “B2B 
Product Classifications”.

8. d

If your answer is incorrect, review “Types 
of Markets and Definition of Business 
Markets”.

2. b If your answer is incorrect, review “Roles in 
B2B Buying”.

7. b

If your answer is incorrect, review 
“Characteristics of B2B Marketing”.

4. a

If your answer is incorrect, review “The 
Buying Center”.

5. e

If your answer is incorrect, review “B2B 
Product Classifications”.

9. c

If your answer is incorrect, review “The B2B 
Buying Process – Product Specification”.

10. a

A
nsw

er	K
ey	for	“Test		Yourself”

Why are B2B markets important?

your turn 1

B2B markets are important because transactions between organizations have 
existed since the formation of organizations. When looking at the value chain, it 
can be seen that all transactional and marketing activities conducted at all stages, 
except for the last stage, is B2B. Hence, a huge number of transactions take place 
at the B2B markets, a very big amount of money is involved, more than half 
of all produced products are purchased in the B2B markets, outnumbering the 
goods bought by final consumers. Therefore, B2B marketing has a great impact 
on economy and on the welfare of people, so the distinguishing characteristics 
of B2B markets must be well understood.

In the past few decades, ever since the first advertisement Intel directed at final 
consumers, many firms followed and began advertising their B2B products to 
consumers. Therefore, although as final consumers we may not realize it, we are 
actually quite aware of a lot of B2B products/brands. Some examples are: Lycra 
(as given here), Teflon, Tetrapak, Gore-Tex, Yutong, Dupont, Dow, Oracle, 
SAP, etc.

your turn 2

Lycra is a material used in different types of textile (pants, sports 

wear,	swimming	suit,	etc.).	Although	it	is	not	directly	sold	to	final	

consumers,	many	people	know	Lycra	due	to	advertisements	

and	demand	garment	that	is	made	with	it.	Think	of	other	B2B	

products	that	you	are	aware	of	but	cannot	buy	directly.

S
uggested	A

nsw
ers	for	“Yourn	Turn”
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Consider	a	university	that	has	decided	to	buy	a	big	piece	of	land	

on	which	it	will	be	building	its	main	and	only	campus,	and	hence	

will	not	have	the	difficulty	of	managing	the	different	campuses	

it	currently	has	that	are	scattered	in	different	regions	of	the	city.	

For	this	purchase	situation	what	kind	of	a	composition	might	the	

buying	center	have	(how	many	people,	which	affilliations,	which	

departments,	which	organizational	levels)?

your turn 3

In this case, the buying center will most probably be made up of: the president 
of the university, the vice presidents of the university, selected deans (probably 
of most crowded faculties), the manager of finance department, the manager 
of purchase department, and the manager of construction works. As can be 
seen, the composition will be of top management levels of the university 
encompassing experts on technical topics and finance.

For the automobile manufacturer case, the buying situation type is modified 
rebuy, thus the buying center will be made up of 3-5 people, who work as 
middle level managers. For example, the production manager (decider), head 
workman in production (influencer/user), an engineer (initiator/influencer) and 
also most probably a technician (influencer) responsible for seatings, purchasing 
department manager (buyer/influencer/gatekeeper), middle level manager at 
finance department (influencer) will make up the buying center.
For the bank case, the buying situation type is new task, thus the buying center 
will be made up of 5-7 people, who work as top level managers such as, the 
CEO of the bank (decider/user), chief finance officer (CFO) (influencer/user), 
other vice presidents (influencers/users), purchasing department manager 
(buyer/influencer/gatekeeper), manager of construction works (influencer/user/
gatekeeper).

your turn 4

Consider	the	following	purchasing	situations	and	try	to	think	

how	the	buying	center	may	be	composed	(how	many	people,	

which	departments,	which	level	in	organization,	which	role).

•	 An	automobile	manufacturer	has	decided	to	switch	all	of	the	

cloth-covered	seats	in	their	automobiles	to	leather-covered	

seats.

•	 A	bank	has	decided	to	buy	a	new	10-story	high	office	

building	in	the	city	center.
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Consider	a	fast	fashion	apparel	producer	(for	example	Zara)	and	

try to think of some of the B2B products needed for production 

and	operations.	Try	to	classify	each	product	according	to	the	

classification	given	in	this	chapter.		

your turn 5

Entering goods: Cotton (raw material); thread, buttons, zipper, fasteners 
(components); fabric, leather, fur, dye, etc. (materials). 
Foundation goods: Office buildings, factory buildings, storehouses, shops, 
big computer systems, big fixed equipment (installations); all types of sewing 
machines, dye machines, workshop tables, seatings, office equipment, etc 
(accessory equipment).
Facilitating goods: lubricants, paper, spare parts for sewing machines and other 
machines used in the factories, detergents, etc. (MRO supplies); banking, 
insurance, law, consulting, advertising, research, logistics, etc. (business services). 

When an automobile manufacturer decides to change the front panel design 
of an existing model of automobile, this is an area where the manufacturer 
already has a lot of experience in, knows all the suppliers, and most probably 
has worked with most of them before, is aware of the price levels, knows all 
instruments and parts in the front panel very well. Hence, this type of buying 
situation is modified rebuy.

your turn 6

When an automobile manufacturer decides to change the front 

panel design of an existing model of an automobile, and thus 

starts	looking	for	new	alternatives,	what	type	of	buying	situation	

would	this	be?		

S
uggested	A
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ers	for	“Your	Turn”



6 B2B Markets and Business Buying Behavior

158

1 Hutt, Michael D. and Speh, Thomas W. (2001). 
Business Marketing Management: A Strategic View 
of	 Industrial	 and	 Organizational	 Markets, 7. E., 
Ohio, USA: South-Western (Thomson Learning), 
p.4.

2 Wright,Ray (2004). Business-to-Business Marketing: 
A	 Step-by-Step	 Guide, Essex, England:Prentice-
Hall, p.2.

3 Grewal, Dhruv and Levy, Michael (2017). 
Marketing, 5. Edition, McGraw-Hill Education, 
New York, USA, p.128.

4  Ibid, p.129.
5  Webster, Frederick E. (1991). Industrial	Marketing	

Strategy, 3. Edition, USA: John Wiley and Sons, 
p.4

6 Morris,Michael H. (1992). Industrial	 and	
Organizational	Marketing, 2. Edition, New York: 
Macmillan Publishing Company, p. 5.

7 Brassington, F. and Pettitt, S. (2003). Principles of 
Marketing, 3. Edition, England: Prentice Hall, p. 
136.

8 Wright, op.cit., p.5
9 Morris, op.cit., p.62.
10 Robinson, Patrick J., Faris, Charles W. and Wind, 

Yoram (1967). Industrial	 Buying	 and	 Creative	
Marketing, Boston, USA: Allyn and Bacon.

11 Wright, op.cit., p.161.
12 Kotler and Keller, op.cit., p.215.
13 Bearden, Ingram and LaForge, op.cit., p.112.
14 Webster, op.cit., p.30.
15 Wright, op.cit., p.161.
16 Bearden, Ingram and LaForge, op.cit., p.112.
17 Kotler and Keller, op.cit., p.215.
18 Bearden, Ingram and LaForge, op.cit., p.111.
19 Kotler and Keller, op.cit., p. 215.
20 Brassington and Pettitt, op.cit., p.151.
21 Robinson, Faris and Wind, op.cit.
22 Kotler and Keller, op.cit., p. 220.
23 Wright, op.cit., p.158.
24 Kotler and Keller, op.cit., p.221.

25 Morris, op.cit., p.108. 
26 Bearden, Ingram and LaForge, op.cit., p.112.
27 Bearden, Ingram and LaForge, op.cit., p.112-113.
28 Blomback, Anna and Axelsson, Bjorn (2007). 

“The Role of Corporate Brand Image in the 
Selection of New Subcontractors”, Journal of 
Business	 and	 Industrial	Marketing, Vol.22, No:6, 
pp.418-430.

29 Kotler and Keller, op.cit., p.223.
30 Morris, op.cit., p.110.
31 Kotler and Keller, op.cit., p.223.
32  Kotler and Keller, op.cit., p.223.
33 Bearden, Ingram and LaForge, op.cit., p.112-113.
34 Roberts, Jane and Merrilees, Bill (2007). “Multiple 

Roles of Brands in Business-To-Business Services”, 
Journal	 of	 Business	 and	 Industrial	 Marketing, 
Vol.22, No:6, pp.410-417.

35 Blomback and Axelsson, op.cit.
36 Bearden, Ingram and LaForge, op.cit., p.112-113.
37 Kotler and Keller, op.cit., p.226.
38 Bearden, Ingram and LaForge, op.cit., p.112-113.
39 Wright, op.cit., p.160.
40 Morris, op.cit., 126.
41 Kotler and Keller, op.cit., p.216.
42 Wright, op.cit., p.152.
43 Kotler and Keller, op.cit., p. 216.
44 Hayes, Jenster and Aaby, op.cit.,p.7.
45 Hutt and Speh, op.cit., p.21.
46 Ibid., p.21-24.
47 Hayes, Jenster and Aaby, op.cit., p.7.
48 Arslan, op.cit., p.75.
49 Webster, op.cit., p.7.
50 Zimmerman and Blythe, op.cit., p.12.
51 Hutt and Speh, op.cit., p.21.
52 Morris, op.cit., p. 61.
53 Webster, op.cit., p.6.
54 Ibid.

Endnotes



6Principles of Marketing

159

55 Zimmerman and Blythe, op.cit., p.12.
56 Hayes, Jenster and Aaby, op.cit., p.8.
57 Morris, op.cit., p.62.
58 Robinson, Patrick J., Faris, Charles W. and Wind, 

Yoram (1967). Industrial	 Buying	 and	 Creative	
Marketing, Boston, USA: Allyn and Bacon.

59 Wright, op.cit., p.161.
60 Kotler and Keller, op.cit., p.215.
61 Bearden, Ingram and LaForge, op.cit., p.112.
62 Webster, op.cit., p.30.
63 Wright, op.cit., p.161.
64 Bearden, Ingram and LaForge, op.cit., p.112.
65 Kotler and Keller, op.cit., p.215.
66 Bearden, Ingram and LaForge, op.cit., p.111.
67 Kotler and Keller, op.cit., p. 215.
68 Brassington and Pettitt, op.cit., p.151.
69 Robinson, Faris and Wind, op.cit.
70 Kotler and Keller, op.cit., p. 220.
71 Wright, op.cit., p.158.
72 Kotler and Keller, op.cit., p.221.

73 Morris, op.cit., p.108. 
74 Bearden, Ingram and LaForge, op.cit., p.112.
75 Bearden, Ingram and LaForge, op.cit., p.112-113.
76 Blomback, Anna and Axelsson, Bjorn (2007). 

“The Role of Corporate Brand Image in the 
Selection of New Subcontractors”, Journal of 
Business	 and	 Industrial	Marketing,	Vol.22, No:6, 
pp.418-430.

77 Kotler and Keller, op.cit., p.223.
78 Morris, op.cit., p.110.
79 Kotler and Keller, op.cit., p.223.
80 Kotler and Keller, op.cit., p.223.
81 Bearden, Ingram and LaForge, op.cit., p.112-113.
82 Roberts, Jane and Merrilees, Bill (2007). “Multiple 

Roles of Brands in Business-to-Business Services”, 
Journal	 of	 Business	 and	 Industrial	 Marketing,	
Vol.22, No:6, pp.410-417.

83 Blomback and Axelsson, op.cit.
84 Bearden, Ingram and LaForge, op.cit., p.112-113.
85 Kotler and Keller, op.cit., p.226.
86 Bearden, Ingram and LaForge, op.cit., p.112-113.
87 Wright, op.cit., p.160.



160

Chapter 7
Segmentation, Targeting and 
Positioning
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Describe how companies can differentiate 
and position their brands and evaluate their 
positioning strategy

Explain market segmentation and the factors 
for segmenting consumer and business 
markets

Define how companies evaluate market 
segments and choose a market-targeting 
strategy 

3
1 2

Chapter Outline
Introduction

Market Segmentation

Market Targeting

Positioning Strategy

Key Terms
Marketing Strategy

Market Segmentation
Demographic Segmentation
Geographic Segmentation

Psychographic Segmentation 
Behavioral Segmentation

Market Targeting
Differentiation

Undifferentiated Marketing
Differentiated Marketing
Concentrated Marketing

Micromarketing
Positioning

After completing this chapter, you will be able to:
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INTRODUCTION
As markets differ in terms of needs and wants, 

companies have started to recognize that they 
cannot serve all market in the same way. On 
the other hand, companies also vary in terms 
of capabilities and resources. Therefore, they 
must design a marketing strategy in order to 
identify parts of the market they can serve best 
and profitably. Marketing strategy consists of 
three major steps; market segmentation, market 
targeting and positioning which will be discusses 
in this chapter in turn. 

MARKET SEGMENTATION
In many markets, consumers differ according 

to their needs, preferences and consumption 
patterns. These different patterns create subgroups 
of consumers behaving in a similar way. In 
other words, these differences among customers 
create market segments. Market segmentation 
is the process of placing buyers in a market 
into subgroups in a way that members of each 
segment would display similar responsiveness 
to a particular positioning strategy.1 Through 
market segmentation, companies divide large, 
diverse markets into smaller segments that can be 
reached more efficiently and effectively through 
products and services that match their unique 
needs.2 Demographic characteristics, usage habits, 
benefits sought in a products, the frequency or 
the amount of the purchase may cause similarities 
between buyers. Market segmentation is a very 
first step in the development of a value - driven 
marketing strategy. In this chapter we will first 
examine the role of segmentation in marketing 
strategy and then discuss how market segments 
can be identified.

The Role of Market Segmentation 
in Customer Value-Driven 
Marketing Strategy

If the needs and other consumption patterns of 
the entire market were homogeneous, there would 
be no reason for companies to segment the market. 
But in reality, there are very few markets with 
homogeneous consumers. Instead, most markets 
today are getting more fragmented and having 
more and more diversity in terms of the value they 
look for.  The opportunity for segmentation occurs 
when differences in buyers’ demand (response) 
function allow market demand to be divided into 
segments, each with a distinct demand function.3 
Hence, segmentation helps companies by 
identifying different customer groups (segments) 
that have similar value expectations related to a 
specific product or a brand. 

These segments become possible target 
markets for companies that offer the opportunity 
for the companies to better serve by developing 
their marketing mix to match the varying value 
requirements of these customers. Examining specific 
market segments, companies can understand the 
needs and expectations of the customers in that 
segment profoundly. This consumer insight leads 
to the development of marketing offers that are well 
suited to the value requirements of the segment. By 
this means, the customer can be better served and 
satisfied within a segment compared to the total 
market.

 On the other hand, segmentation may help 
the companies to discover the segments that 
are ignored, effectively served or recognized by 
competitors in the market. Through identifying 
new and unserved markets companies can 
gain competitive advantage. Furthermore, by 
identifying market niches, companies or brands 
can gain a powerful position in the market or 
become the market leader of their own niche. 
Market niches are relatively small but profitable 
portion or segment of the market. Therefore, by 
concentrating all the efforts of the company on an 
unserved market niche, companies may choose to 
become a big fish in a small pond instead of being 
a small fish in a big pond. 

Market segmentation is the process of 
placing buyers in a market into subgroups 
in a way that members of each segment 
display similar responsiveness to a particular 
positioning strategy.
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Identifying Market Segments
Market segmentation consists of several 

interrelated activities and decisions (Figure 7.1). 4 
The process begins with the definition of market to 
be segmented. Market segmentation may occur at 
different product-market levels and companies can 
choose to use either a generic level segmentation 
or product type/product variant segmentation. For 
example, a company may choose to use a generic 
level segmentation and defines its “supermarket 
buyers” as the market to be segmented. Alternatively, 
if the company chooses to use product type or 
variant segmentation, the market will be defined 
according to the product types (different price 
and quality levels or features of the product) or 
variants of the product category (different types 
of products in the category). After defining which 
market to segment, the second step is to decide 
how to segment this market. Companies can use 
one or more variables to segment a market. There 
are four main types of segmentation variables used 
in consumer markets; geographic, demographic, 
psychographic and behavioral variables. For 
example, a company may choose to segment its 
market based on the regions in a country if it 
prefers to use a geographical segmentation. Taking 
different approach, if the company prefers to use 
behavioral segmentation variables, it can use “usage 
rate” or “benefits sought in the product” as a base 
for segmentation. In addition, companies can use 
more than one variable while segmenting their 
markets. These variables will be examined in detail 
in the next section. 

The third step in segmentation is to form 
segments. While forming segments, companies can 
use descriptive variables to define segments and 
compare these segments to see if significant response 
differences arise between the segments. In other 
words company first defines subgroups according 
to their demographic characteristics and tries to 
identify response differences across these subgroups 
to form their segments. Another approach is first 
identifying different type of customer responses 
and then grouping customers according to their 
responses and finally describing each segment’s 
characteristics. Here the company first identifies 
the response differences such as purchase volume 
or frequency of purchase. According to these 
differences, they form their segments and then 

describe the characteristics of the segments. 
For instance those customers who are visiting a 
supermarket once in a month and spending more 
than 500 TL may be retired couples over age 65. 
As predicted, the second method draws from buyer 
behavior information more extensively. Certainly, 
the experience and ability of the management are 
crucial in this process. Management’s customer 
insight and market knowledge is a useful guide to 
segmentation. Besides, the ability to gather and 
analyze customer and market information are also 
helpful in segmenting markets. Today, especially 
digitized customer databases widen new horizons 
in segmentation analysis.

Figure 7.1 Market Segmentation Activities and Decisions

After completing the formation of segments, 
the company can now utilize finer segmentation 
strategies. Increasing technological capabilities of 
customized productions and the need to become 
closer to their customers make companies turn 
towards very small segments, in some cases 
segments of one. Microsegmentation and mass 
customization are major approaches used in finer 
segmentation opportunities.5 Microsegmentation 
aims to identify very narrow segments by using 
some segmentation variables and the main 
difference is that microsegmentation produces 
a large number of very small segments. On the 
other hand, mass customization aims to produce 
customized products in a mass production line by 
using computer-aided manufacturing and supply 
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systems. Thus, companies can produce customized 
products with prices not much higher than mass 
products. These concepts will be discussed in detail 
later in the chapter.

At the final step, companies need to decide 
which segmentation approach they should use and 
evaluate the segments. Company’s experiences, 
resources, capabilities, structure of the market 
and competition may influence the choice of 
segmentation method. As the company prefers to 
use field research or finer segmentation strategies, 
the higher the cost of segmentation and serving 
the market will be. On the other hand, before 
segmentation, the company should be certain that 
segmenting the market is worthwhile. There are 
five criteria used for evaluating the usefulness of 
segmentation.6 According to these criteria market 
segments must be;

•	 Measurable:	The variables such as the size, 
purchasing power or the profiles of the seg-
ments can be measured. 

•	 Accessible: It must be possible to identify, 
reach and serve the market segments. In 
some cases, the company can describe the 
differences between the segments and these 
differences may create different responses, 
but in practice it may be impossible to 
identify which customers belong to which 
segments or reach/serve these customers.  

•	 Substantial: The market segments must be 
financially attractive and should be large or 
profitable enough to serve. It has no mean-
ing to increase the costs by designing a dif-
ferent marketing mix for a segment that does 
not promise enough revenue for the compa-
ny. A segment should be the largest possible 
homogeneous group worth pursuing with a 
tailored marketing program. It would not 
pay, for example, for an automobile manu-
facturer to develop cars especially for people 
whose height is greater than seven feet. 

•	 Differentiable: The variables used to seg-
ment the market should create subgroups 
that give different responses to different 
marketing activities of the company. For 
example, segmenting the market accord-
ing to different income levels will not be an 
appropriate segmentation strategy if buyers 
with different income levels have similar re-
actions to different products/ prices.

•	 Actionable:	Company must be able to de-
sign effective programs to attract and serve 
each segment. In other words, company 
should be able to take action for each of 
segments considered as a target market.   

Ultimately, the chosen segmentation method 
should be analyzed on the basis of the costs incurred 
and the benefits gained. Using more than one 
segmentation variable may increase the costs, but 
can also increase the potential of determining the 
response differences better and enable the company 
to better understand its segments. Alternatively, a 
field research may be so expensive and costly and 
the company may find it unnecessary to conduct a 
research in a mature market. 

Segmentation Variables in 
Consumer Markets

There are four major segmentation variables 
used in consumer markets (Table 7.1). These are 
geographic, demographic, psychographic and 
behavioral variables used in segmentation of 
consumer markets. 

Table 7.1 Major Segmentation Variables for Consumer 
Markets7

Segmentation 
Variable

Examples

Geographic

Nations, regions, states, 
counties, cities, neighbor- 
hoods, population density 
(urban, suburban, rural), 
climate 

Demographic
Age, life-cycle stage, gender, 
income, occupation, education, 
religion, ethnicity, generation 

Psychographic Lifestyle, personality 

Behavioral
Occasions, benefits, user status, 
usage rate, loyalty status 

Market segments must be measurable, 
accessible, substantial, differential and 
actionable in order to be evaluated as useful. 
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Geographic Segmentation
Geographic segmentation calls for dividing 

the market into different geographical units, such 
as nations, regions, states, counties, cities, or even 
neighborhoods.8 Geographic characteristics may 
often create a significant difference in the responses 
of customer segments. The demand for many 
products or services may differ between the urban 
and rural inhabitants. For example, as the number 
of women involved in business life increases, the 
demand for tertiary processed food also increases 
in cities contrary to the rural areas where women 
continue to assume traditional roles.9

In the last decade, new geographic segmentation 
methods emerged with the developments in 
information and communication technologies. 
Geodemographic segmentation is the statistical 
classification of people (demographics) based on 
where they live (geography).10 

A similar approach is called Geo-Clustering, 
which is a process of combining several variables 
with geographic variables to identify better-defined 
smaller segments.11 PRIZM is a segmentation tool 
developed by Claritas. The tool is built around 
geographic neighborhood data obtained through 
the United States and the households are grouped 
into one of 68 segments.12 All these segments are 
then grouped into one of 14 Social Groups shown 
in Figure 7.2 PRIZM assumes that people around 

the same neighborhood have similar demographic 
characteristics. Moreover, they have similar 
attitudes and behaviors. 

Geo targeting is also a new method used in 
Internet marketing. Based on the location of an 
Internet user, companies (web sites) offer different 
contents to different users. Locations can be 
determined by using country, region/state, city, 
metro code/zip code, organization,  IP address 
or  ISP  etc.13 This method helps companies to 
show different content on a web site or different 
advertising messages to different users related to 
their locations. For example, Google AdWords and 
Facebook offer geo-targeting add options to the 
advertisers for more effective ads. 

Moreover, thanks to the mobile technologies, 
now companies can also use location based data to 
locate the physical positions of their customers and 
get the chance to propose the best offer to them. 
Geofencing is a location-based service in which an 
app or other software uses GPS, RFID, Wi-Fi or 
cellular data to trigger a pre-programmed action 
when a mobile device or RFID tag enters or exits 
a virtual boundary set up around a geographical 
location, known as a geofence.14  

Geographic	segmentation calls for dividing 
the market into different geographical units, 
such as nations, regions, states, counties, 
cities, or even neighborhoods.

Geo-Clustering,	is a process of combining 
several variables with geographic variables to 
identify better-defined smaller segments.

For more information on Geodemographic 
Segmentation please visit: http://www.
spatially.com/blog/geodemographic-
segmentation 

internet

Geo targeting is offering different contents 
to different users based on the location of 
Internet users.

To learn more about geofencing please visit: 
https://www.cio.com/article/2383123/mobile/
geofencing-explained.html 

internet



165

7Principles of Marketing

U1
Urban Uptown
04 Young Digerati
07 Money & Brains
16 Bohemian Mix
26 The Cosmopolitans
29 American Dreams 

U2
Midtown Mix
31 Urban Achievers
40 Close-in Couples
54 Multi-Culti Mosaic 

U3
Urban Cores
59 Urban Elders
61 City Roots
65 Big City Blues 
66 Low-Rise Living

C1
Second City Society
10 Second City Elite
12 Brite Lites, Li’l City
13 Upward Bound

C2
City Centers
24 Up-and-Comers
27 Middleburg Managers
34 White Picket Fences
35 Boomtown Singles
41 Sunset City Blues

C3
Micro-City Blues
47 City Startups
53 Mobility Blues
60 Park Bench Seniors
62 Hometown Retired
63 Family Thrifts

Urban

S1
Elite Suburbs
01 Upper Crust
02 Blue Blood Estates
03 Movers & Shakers
06 Winner‘s Circle

S2
The A�uentials
08 Executive Suites
14 New Empaty  Nests
15 Pools & Patios
17 Beltway Boomers
18 Kids & Cul-de-Sacs
19 Home Sweet Home

S3
Middleburbs
21 Gray Power
22 Young In�uentials
30 Suburban Sprawl
36 Blue-Chip Blues
39 Domestic Duos

S4
Inner Suburbs
44 New Beginniegs
46 Old Glories
49 American Classics
52 Suburban Pioneers

Suburban Second City Town & Rural

T1
Landed Gentry
05 Country Squires
09 Big Fish, Small Pond
11 God’s Country
20 Fast-Track Families
25 Country Casuals

T2
Country Comfort
23 Greenbelt Sports
28 Traditional Times
32 New Homesteaders
33 Big Sky Families
37 Mayberry-ville

T4
Rustic Living
48 Young & Rustic
55 Gold Ponds
56 Crossroads Villagers
57 Old Miltowns
58 Back Country Folks
64 Bedrock America

T3
Middle America
38 Simmple Pleasures
42 Red, White & Blues
43 Heartlanders
45 Blue Highways
50 Kid Country, USA
51 Shotguns & Pickups
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Figure 7.2 Claritas PRIZM Social Groups

Source:https://segmentationsolutions.nielsen.com/mybestsegments/Default.jsp?ID=7020&menuOption=learnmore
&pageName=PRIZM%2BSocial%2BGroups&segSystem=CLA.PNE 

Demographic Segmentation
Demographic	segmentation uses variables such as age, life-cycle stage, gender, income, occupation, 

education, ethnicity and generation to define segments.15 These are the most used variables since they 
are easy to measure and consumer needs are very closely related to their demographic characteristics. 
Demographic variables can be used for either dividing the market into segments or describing a segment 
created by using other variables. As we have mentioned above, the company can first identify the response 
differences such as size or frequency of purchase and then according to these differences they form their 
segments and then describe the segments by using their demographic characteristics.
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Age and Life-Cycle Stage
 As people mature or get older they enter new life stages and 

naturally their needs also differ or new ones arise. Stage of family 
life cycle was first developed as a market segmentation tool by Wells 
and Gubar in 1966 and has since been updated and modified by 
Murphy and Staples in 1979 to take into account of changing family 
patterns.16 The basic life cycle stages are presented in Table 7.2. This 
method assumes that people with similar ages or life-cycle stages 
will have similar tastes or needs and, therefore, can be grouped based on these differences. For example, 
McDonalds have different menu options for children and adults. Another example is banking needs that 
can vary according to the stage on the life cycle. A young single person would have less financial needs while 
young couples with children under six years old would have more financial burdens and for this reason their 
loan needs are much more (mortgage, credit card, auto or bill consolidation loans etc.). Hence, a bank can 
use life-cycle stage segmentation to group its customers and based on these segments it can define what 
the customers really need in their life-cycle stage. However, marketers need to be careful using age and life 
cycle stage together as age is not always a determinant of life-cycle stage. There may be 40 years old couples 
sending their children to college but also some of the people at these ages may start a new family. 

Table 7.2 Stages of the Family Life Cycle 

Stage Financial Circumstances and Purchasing Characteristics 

Bachelor 
Young, single, not living at parental home 

Few financial burdens, recreation oriented; holidays, 
entertainments outside home 

Newly wed 
Young couples, no children 

Better off financially, two incomes; purchase home, some 
consumer durables 

Full nest I 
Youngest child under 6 

Home purchasing peak; increasing financial pres- sures, 
may have only one income earner; purchase of household 
‘necessities’ 

Full nest II 
Youngest child over 6 

Financial position improving; some working spouses 

Full nest III 
Older married couples with dependent children 

Financial position better still; update household products 
and furnishings 

Empty nest I 
Older married couples, no children at home 

Home ownership peak; renewed interest in travel and 
leisure activities; buy luxuries 

Empty nest II 
Older couples, no children at home, retired 

Drastic cut in income; medical services bought 

Solitary survivor 
Still in labor force 

Income good, but likely to sell home 

Solitary survivor 
Retired 

Special needs for medical care, affection and security 

Source: Hooley et.al. (2017), p. 170.

Gender
Gender differences are used as a base to divide a market for many products such as cosmetics, clothes, 

magazines, automobiles etc. Gender segmentation is first used by P&G with Secret brand. Secret is specially 
formulated antiperspirant/deodorant for a woman’s chemistry, packaged and advertised to reinforce the 
female image.17 Most women cosmetics brands are now using gender segmentation and focusing on men 
and promoting their men’s lines. On the other hand, many brands focusing on men (such as sportswear, 

Demographic segmentation uses 
variables such as age, life-cycle 
stage, gender, income, occupation, 
education, ethnicity and generation 
to define segments.
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automobile, technology etc.) are 
focusing on women and create new 
product lines. 

Toys marketers frequently uses 
gender segmentation and color is 
one of the ways to differentiate their 
marketing offers targeting different 
segments. Blue colors are generally 
used for boys while pink/purple 
colors are used for girls. Nonetheless, 
recent research demonstrates 
that gender divided toys are at 
historically unprecedented levels 
and nowadays non-gendered products are less than 50 year ago 
when gender discrimination was socially acceptable.18 There are 
some anti-campaigns such as “Let Toys Be Toys” and “No Gender 
December” that try to explain all toys are for all children rather 
than believing dolls are for girls and trucks and science kits are for 
boys. Lori Day, an educational consultant and psychologist, warns 
families in which boys and girls stop playing together much earlier. 
Because of this gender segmentation and stereotyped gender roles 
are unhealthy for children.19 Therefore, marketers’ should behave 
in a socially responsible manner using gender segmentation in order 
not to encourage gender discrimination and impose stereotyped 
gender roles especially in disadvantageous groups.

Income
Many marketers use income 

segmentation for different products 
and services. Marketers may prefer 
to focus on either upper end of the 
market and target affluent consumers 
with luxury products or they may 
prefer to focus on the low or middle-
income level customers with low-
cost strategies. For example, in 
Turkey BİM as a retailer targets low 
or middle-income segment while 
Macrocenter targets upper income 
classes. 

Consumer demographics will not 
be sufficient to deeply understand 
what consumers think and feel in 
many cases.  Instead, psychographic 
variables can be used to better 
understand and define consumer 
motives and values. 

Picture 7.1 Examples of Gender Specific Books and Toys

Source: https://bennorton.com/gender-specific-books-demean-all-our-
children/

To learn more about gender 
segmentation in toys market please 
visit: https://www.bostonglobe.com/
magazine/2015/02/27/the-problem-
with-separate-toys-for-girls-and-
boys/2uI7Qp0d3oYrTNj3cGkiEM/
story.html

internet

Picture 7.2 Targeting different income segments: BİM and Macrocenter

Source: https://www.bim.com.tr/Categories/108/hakkimizda.aspx and 
https://www.emlaknews.com.tr/haberler/macrocenter-one-tower-

da-10623-1517/ 
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Psychographic Segmentation
Psychographic	 segmentation divides consumers into 

different segments based on their lifestyles and personality 
variables.20 

Lifestyles
Lifestyle segmentation extends beyond demographics and offers a more penetrating description of 

the segments.21 In lifestyle segmentation, different variables are used to segment consumers, such as 
their activities (how they spend their time), interests (what they place importance on in their immediate 
surroundings), opinions (how they view themselves and the world around them) and their basic 
demographics.22 Table 7.3 lists major dimensions and sub-dimensions used in lifestyle segmentation. 

Table 7.3 Lifestyle Dimensions

Activities Interests Opinions Demographics
Work Family Themselves Age
Hobbies Home Social issues Education
Social events Job Politics Income
Vacation Community Business Occupation
Entertainment Recreation Economics Family size
Club membership Fashion Education Dwelling
Community Food Products Geography
Shopping Media Future City size
Sports Achievements Culture Stage in life cycle

Source: Plummer, J.T. (1974). 

Psychographic	segmentation divides 
consumers into different segments based 
on their lifestyles and personality variables.

To learn more about VALS Model please visit:
http://www.strategicbusinessinsights.com/vals/ 

internet

An important and well-known framework of lifestyle 
segmentation is VALS Model. VALS (acronym for values, 
attitudes and lifestyles) is a psychographic segmentation 
framework that segments US customers into one of eight 
segments based on their values, attitudes and lifestyles23. 

Personality
Personality of consumers affects what and how they consume, so it is one of the variables used by 

marketers segment the markets. A person’s personality reflects his traits, attitudes and habits. Hence, 
personality tests can be used to segment people across different personality types. Trait theory in 
psychology is an approach studying human personality that identifies and measures the degree to which 
certain personality traits – recurring patterns of thought and behavior, such as anxiousness, shyness, and 
openness to new things – exist from individual to individual.24 According to this approach, there are 
a number of traits and to the extend that an individual have a certain trait determines the individual’s 
personality. Although there are a large number of traits, for the last two decades, most psychologists agree 
on five traits or factors that constitute personality. These factors or traits are called The	Big	5	Personality	
Traits	or	OCEAN (an acronym). As explained in Chapter 5 these five factors are openness to experience, 
conscientiousness, extraversion, agreeableness and neuroticism.25 
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Behavioral Segmentation
Behavioral	 Segmentation divides buyers into segments based on their knowledge, attitudes, uses, 

or responses to a product.26 As behavioral variables are better indicators of response differences, many 
marketers prefer to start segmentation with these variables. 
Behavioral segmentation can be classified under three 
fundamental segmentation variable; use situation, buyer’s 
needs/preferences and purchase behavior.27

Product Use Situation
Consumer needs and preferences 

may vary according to product use 
situations, so marketers’ may prefer to 
use different variables such as occasions, 
importance of the purchase, and prior 
experience with the product or user 
status for segmentation.28 By using 
occasion segmentation, marketers divide 
the market into segments according to 
occasions when buyers get the idea to 
buy, actually make their purchase, or 
use the purchased item.29 For example, 
Coca Cola try to boost consumption 
by promoting consumption during the 
Ramadan.  Some fruit juice companies 
promote orange juice as a drink for 
breakfast like tea.

Marketers can also segment their markets according to user status. For example, regular users, non-
users, potential users or first time users need different marketing strategies. Regular users must be retained 
while non-users need a strategy to be attracted to the brand and first time users need to be reinforced. 
Therefore, companies may design different marketing strategies like different messages, financial incentives 
or for different segments. 

Buyers’ Needs/Preferences 
Specific needs and preferences related to a product or a brand, such as brand loyalty or benefits 

sought can be used as segmentation bases.30 Through benefit segmentation, markets can be divided into 
segments according to different benefits that consumers expect from the product.31 For example, different 
consumers seek to gain different benefits from toothpaste. People who care about dental health expect a 
different benefit than people who care about cosmetics or economy. Likewise, loyalty status also differs 

Trait theory in psychology is an approach 
studying human personality that identifies 
and measures the degree to which certain 
personality traits – recurring patterns of 
thought and behavior, such as anxiousness, 
shyness, and openness to new things – exist 
from individual to individual.

The	Big	5	Personality	Traits	or	OCEAN 
is the five factors or traits that psychologists 
mostly agree on that constitute personality. 
These five factors are openness to 
experience, conscientiousness, extraversion, 
agreeableness and neuroticism.

Behavioral	Segmentation	divides buyers 
into segments based on their knowledge, 
attitudes, uses, or responses to a product.

Picture 7.3 Occasion Segmentation by Coca-Cola and Pepsi for 
Ramadan Source: https://thinkmarketingmagazine.com/coca-cola-

pepsi-common-ramadan-2016/ 
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from customer to customer. Some may be more 
loyal to a brand, on the other hand, some others 
may prefer to use more than one brand and have 
no loyalty to any brand. Hence, marketers can 
segment their customers according to their loyalty 
degrees. Loyal customers may deserve a better price 
while non-loyals may be attracted to the brand 
with a good sales offer. 

Purchase Behavior
Variables related to consumption, such as the 

size and frequency of a purchase are useful in 
segmenting consumer markets.32 For example, 
markets can be segmented into light medium and 
heavy users.33 Time of purchase may also be used 
as a segmentation base34. For example, innovators 
who purchase a new product at the earliest receive 
much attention from marketers. Therefore, while 
launching a new product, innovators will become 
a crucial target segment for companies to diffuse 
rapidly in the market.

The above-mentioned variables are the most 
known methods of segmenting consumer markets 
but marketers rarely use one or two variables when 
segmenting their markets. Instead, they use as 
many as possible variables to identify better-defined 
segments. Hence, different geographic, demographic, 
psychographic and behavioral variables are used 
together to segment consumer markets.

Segmentation Variables in 
Business Markets

Business markets use many of the same variables 
used to segment consumer markets. Additionally, 
they use some other variables related to the 
characteristics of the organizations or purchasing 
approaches35. For example, business markets can be 
segmented based on the type of industry, company 
size, geographic location, company technology, 
stage of development or being a producer and/or an 
intermediary. On the other hand, business markets 
can be segmented by using which purchasing 
approach they use. For example, for some 
businesses this purchase can be a new task while for 
others it may be a modified or a straight rebuy. In 
addition, needs and preferences of businesses, such 
as performance and service requirements, brand 
preferences or desired features may change and 

affect segmentation decisions. At last, volume and 
frequency of the purchases play an important role as 
segmentation criteria for business markets.

MARKET TARGETING
Once the firm has completed segmenting a 

market, it must then evaluate each segment to 
determine its attractiveness and whether it offers 
opportunities that match the firm’s capabilities 
and resources.36 This part will first focus on how 
companies evaluate segments and then how they 
select target segments.

Evaluating Market Segment 
Attractiveness

There are so many factors that may affect market 
segment attractiveness. We can categorize these 
factors under four main themes (Figure 7.3);37

•	 Market	factors
•	 Economic	and	technological	factors
•	 Competitive	factors
•	 Environmental	factors.

Figure 7.3 Factors Affecting Market Segment 
Attractiveness

Source: Hooley et.al (2017), pp. 221
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Market Factors
Some of the market factors that affect market 

segment attractiveness can be summarized as follows;
•	 Size	of	the	segment:	As expected, high-vol-

ume markets offer companies a higher sales 
opportunity, furthermore, the potential to 
achieve economies of scale in production 
and marketing is offered. 

•	 Segment	 growth	 rate:	 Growing mar-
kets accelerate companies to achieve sales 
growth objectives. 

•	 Stage	of	industry	evolution:	Markets may 
be at different stages of evolution. Markets 
in the early stages of evolution offer more 
potential for the future and attract less 
competitors. On the other hand, a mature 
market may produce more cash. Different 
stages have different attractiveness related 
to the company needs.

•	 Predictability:	 The more predictable the 
market, the easier to predict the actual po-
tential of the market and less risky in the 
longer run. 

•	 Price	 elasticity	 and	 sensitivity:	 Markets 
with low price elasticity are more attractive 
as the price sensitivity of these markets will 
be less, price wars will also be less likely.  

•	 Bargaining	power	of	customers: The mar-
kets where buyers (or the intermediaries) 
are powerful (more bargaining power) will 
be less attractive as these can dominate or 
dictate to the market 

•	 Seasonality	 and	 cyclicality	 of	 demand:	
Demand fluctuations by season or cycle 
also affects the attractiveness of a market, 
which should also be determined by con-
sidering the capabilities and resources of the 
company. If the new market is offering new 
opportunities for the company, it could be 
considered as an attractive market segment. 

Economic and Technological Factors 
Issues related to the general economic 

conditions and the technological factors include 
the following; 

•	 Barriers	 to	 entry:	 Markets where there 
are substantial barriers to entry (e.g. pro-
tected technology or high switching costs 
for customers) are attractive markets for 

incumbents but unattractive markets for 
aspirants.38 Furthermore, in the long run, 
if there are no absolute barriers to enter a 
market, the cost of entering the market may 
restrict companies.

•	 Barriers	to	exist:	Contrary to entry barri-
ers, barriers to exist from an industry will 
decrease the attractiveness of a market seg-
ment. Especially in high-risk markets, high 
barriers to exist will lock the company into 
that market.  

•	 Bargaining	 power	 of	 suppliers:	Markets 
where suppliers are so strong (monopoly 
or near-monopoly power) will be less at-
tractive than the markets that are served by 
many suppliers.

•	 Level	 of	 technology	 utilization:	 High-
tech companies may prefer to enter markets 
where they can better use their technology 
advantage. On the other hand, a low-tech 
company may prefer to target other seg-
ments that it can serve better with its own 
capabilities.

•	 Investment	required:	Required investment 
or financial power may also affect the at-
tractiveness of the market that may incur a 
barrier for entering the market.

•	 Margins	available:	Finally, the profit mar-
gins may vary from a market to another 
because of the demand elasticity or com-
petitive structure of the market. For exam-
ple cosmetic and fashion products may be 
attractive market segments because of the 
high profit margins. 

Competitive Factors
The third set of factors is related to the 

competitive structure of the market and can be 
listed as follows;

•	 Competitive	intensity: The market can be 
a monopoly, oligopoly or perfect competi-
tion. In either case there are different op-
portunities and risks for a company in the 
market. Segments with less and weak com-
petitors will create an opportunity for com-
panies. It will be less attractive to enter the 
markets that are dominated by one or two 
powerful competitors, On the other hand, 
in a perfect competition, the company will 
have less chance to differentiate its product 
and have to compete on price only. 
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•	 Quality	of	competition: Predictable or sta-
ble competitors in a market make it a more 
attractive segment compared to unpredict-
able or volatile competitors in a market 
segment wich make it less attractive for a 
company.

•	 Threat	 of	 substitution:	There is always a 
risk of presenting new solutions to existing 
consumer problems and this will make the 
company’s offerings obsolete. It is almost 
impossible to escape from this situation 
nowadays. Companies can choose segments 
where substitution is less likely or the com-
pany can introduce new substitutions.39

•	 Degree	 of	 differentiation:	 Markets with 
differentiation opportunities are more at-
tractive than the ones that differentiation is 
unlikely or impossible.  

Business Environment Factors
Finally, environmental factors surrounding the 

market or segment affect the attractiveness of the 
segment.

•	 Exposure	to	economic	fluctuations:	Some 
markets or segments are more vulnerable to 
economic fluctuations. This may be due to 
the nature of the market or the segment. 

For example, commodity markets are more 
susceptible to fluctuations in the world 
markets. This vulnerability decreases the at-
tractiveness of a market or segment.

•	 Exposure	 to	 political	 and	 legal	 factors: 
Similarly, markets that are vulnerable to 
political and legal factors are less attractive.

•	 Degree	of	regulation:	The degree of regu-
lation in a market defines the action capa-
bility of a company. The more regulation in 
a market means less freedom for company 
actions. Hence, a less regulated market of-
fers more potential to companies. 

•	 Social	 acceptability	 and	 physical	 envi-
ronment	impact: As environmental prob-
lems and concerns increase companies also 
consider the broader social and environ-
mental implications For example, they may 
consider the air pollution effect of their op-
erations in a market segment. 

Table 7.4 shows a matrix that helps companies to 
determine which segment to target. In this matrix, 
the company should first evaluate the attractiveness 
of different segments and then identify its current 
and potential strengths in serving this segment. 
This matrix will guide the company to target which 
segments in the first place.40

Table 7.4 Target Market Evaluation Model

Market Segment Attractiveness

Unattractive Average Attractive

Current and Potential 
Company Strengths 
in Serving the 
Segment

Weak Strongly avoid Avoid Possibilities

Average Avoid Possibilities Secondary targets

Strong Possibilities Secondary targets Prime targets

Source: Hooley et.al. (2017). P. 230.

Target Market Strategies
After evaluation of possible segments, company has to decide 

which segment or segments to target. Target market is a set of buyers 
with common needs or characteristics that a company decides to 
serve.41 Companies have different target marketing options. They 
may choose to target very broadly, very narrowly or somewhere in 
between these two ends. Figure 7.4 shows different levels of target 
marketing strategies companies can use. 

Target market is a set of 
buyers with common needs or 
characteristics that a company 
decides to serve.
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Undifferentiated Marketing
Undifferentiated	(mass)	marketing	is a market-

coverage strategy in which a firm decides to ignore 
market segment differences and go after the whole 
market with one offer.42 This strategy focuses on the 
common characteristics of a broad (mass) market 
and try to serve this market with a single product 
and marketing mix. Porter’s cost leadership strategy 
is the basis for this undifferentiated approach.43 It 
is a strategy that is used in the mass marketing era, 
but recently; segmented marketing has become a 
better way of satisfying consumer needs. Actually, 
today it is really a tough job to satisfy all the market 
with a single offer so marketers have doubts about 
this strategy.  Even commodities, such as salt and 
sugar are differentiated with respect to different 
needs in the market. Moreover, it is not easy to 
compete with the companies that use segmented 
or concentrated marketing strategies.

Differentiated Marketing
Differentiated	 (segmented)	 marketing is a 

market-coverage strategy in which a firm targets 
several market segments and designs separate offers 
for each.44 This strategy focuses on the different 
characteristics or expectations of different segments 
in a bigger market and offer different products and 
marketing mixes for each segment. For example, a 
shampoo producer can use this strategy by offering 
different types of shampoos for different hair types 
(straight hair, curly hair etc.) or hair problems (hair 
with dandruff, hair loss etc.). 

By offering different products to different 
segments, company expects to gain power or 
acquire a stronger position in each segment. By this 
means compared to undifferentiated marketing, 
company may achieve more sales volume in total 
coming from each segment. Additionally, company 
has the chance to gain more market share. On the 
other hand, using segmented marketing requires 
more financial resources than undifferentiated 
marketing. Company has to produce different 
products for each segment. Different marketing 
plans should be prepared for each product 
and segment, which requires extra marketing 
researches, customer analysis, promotion planning 
and channel management. Furthermore, trying 
to reach different segments with different 
communication campaigns increases the cost of 
promotion. Therefore, the company should weigh 
the gains of segmented marketing against its costs. 

Concentrated Marketing
Concentrated	(niche)	marketing is a market-

coverage strategy in which a firm goes after a large 
share of one or a few segments or niches.45 This 
approach supports the idea of being a big fish in 
a small pond instead of being a small fish in a big 
pond. By focusing on a small and well-defined 
niche segment, this approach lets the company to 
market more effectively and efficiently. First of all, 
the company will be able to design the appropriate 
product and marketing plan for its well-defined 
segment/customers. Secondly, the company will be 

Undi�erentiated
(mass)

marketing

Di�erentiated
(segmented)

marketing

Concentrated
(niche)

marketing

Micromarketing
(local or

individual)
marketing

Targeting broadly Targeting narrowly

Figure 7.4 Market-Targeting Strategies

Source: Kotler & Armstrong (). P.222.

Undifferentiated	(mass)	marketing	is a 
market-coverage strategy in which a firm 
decides to ignore market segment differences 
and go after the whole market with one offer.

Differentiated	(segmented)	marketing	is 
a market-coverage strategy in which a firm 
targets several market segments and designs 
separate offers for each.
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able to use its limited resources for the best and the most profitable segment 
it can serve. Hence, this strategy is very appropriate for small and medium 
sized companies with less resource. For example, Takita is a company 
established to produce sugar cubes.  The company decided to focus on light 
and diabetic products as it observed the existence of   a niche market that is 
not served by other brands. Pet hotels are another example of concentrated 
or niche marketing that offer accommodation and day care services for pets. 

By this strategy, small companies will be able to use their limited resources 
on serving niches that can provide profit. On the other hand, most of the 
time these niches are the segments that are overlooked by larger competitors. Hence, this strategy can also be 
used like “foot in the door technique” to enter a market and gain power against larger competitors without 
getting attention of the competitors 
too much at first pace. Thanks to 
the convenience and the low costs of 
electronic commerce, companies are 
now able to make profit more easily 
from niche segments.

However, concentrated marketing 
is not a risk free strategy. As putting 
all the eggs in a single basket, 
focusing on a single niche can be 
dangerous and companies may suffer 
greatly if the segment turns sour. 
Another possible risk is that larger 
competitors may decide to enter the 
same segment as they notice that 
the segment is attractive, potential 
for growth or profitable. With their 
greater resources larger competitors 
may dominate the market.  

Micromarketing
Micromarketing is tailoring products and marketing 

programs to the needs and wants of specific individuals and 
local customer segments.46 In segmented and concentrated 
marketing, marketers tailor their offers to meet the needs of 
various segments or niches but they don’t customize their 
offers to each individual customer. Micromarketing includes 
local marketing and individual marketing.

Local	Marketing involves tailoring brands and promotions to the needs and wants of local customers.47 
Cities, neighborhoods and even stores can be used as a basis for local marketing. With the advances in 
information and communication technologies, location-based marketing has become an increasingly 
attractive targeting strategy for many companies. Geolocation technologies help companies to locate their 
customers’ position and engage them with localized deals on their mobile devices wherever they are. This 
is called SoLoMo	(social+local+mobile)	marketing (Figure 7.5). 48 This strategy combines social media, 
location-based marketing and mobile commerce to develop a more targeted and powerful marketing strategy. 

Concentrated	(niche)	
marketing is a market-
coverage strategy in which 
a firm goes after a large 
share of one or a few 
segments or niches.

Picture 7.4 A scene from a Pet Hotel

Source: https://metro.co.uk/2014/05/22/the-7-most-luxurious-pet-
hotels-in-the-world-because-5-star-catteries-and-kennels-are-now-a-

thing-4736305/ 

Micromarketing is tailoring products 
and marketing programs to the needs 
and wants of specific individuals and 
local customer segments.
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For example, Nike with it’s the Nike Plus web 
page integrated different channels to offer a holistic 
experience for their customers gain a real power in 
its market. 

Local	Marketing	involves tailoring brands 
and promotions to the needs and wants of 
local customers.

SoLoMo	(social+local+mobile)	marketing 
combines social media, location-based 
marketing and mobile commerce to develop 
a more targeted and powerful marketing 
strategy.

To learn more about SoLoMO please visit: 
http://www.optimistics.co.uk/blog/what-
solomo-and-why-it-important#.Wyi-Ai-B2-o

internet

To read the Nice Case Study (SoLoMo Best 
Practice) visit: https://maximizesocialbusiness.
com/solomo-best-practices-nike-case-
study-8724/ 

internet

Individual	 marketing –also 
labeled as one-to-one	marketing,	
mass	customization,	and	markets-
of-one	 marketing- is tailoring 
products and marketing programs 
to the needs and preferences of 
individual customers.49 With the 
help of the advances in technology 
(both production, manufacturing, 
information and communication 
technologies), today companies 
can easily tailor both their 
products and marketing messages 
to match individual preferences. 
For example, mass customization 
is a marketing and manufacturing 
technique that combines the 
flexibility and personalization of 
custom-made products with the 
low unit costs associated with mass 
production.50 Adidas, Nike and 
Converse are the three global 
brands that use mass customization 
successfully for many years. 
Internet and mobile technologies 
are creating lots of opportunities 
for mass customization. 

Individual	marketing	–also labeled as one-to-one	marketing,	
mass	customization,	and	markets-of-one	marketing- is   
tailoring products and marketing programs to the needs and 
preferences of individual customers.

Refers to Social Media
platforms that provide

consumers and
business a place for

discussion. Refers to the location
and proximity of the

business and the
consumer.

Refers to the
smartphones and

mobile devices used by
consumers.

Figure 7.5 SoLoMo

Source: https://www.slideshare.net/kimmy961/solomo-the-rise-of-digital-
marketing
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Choosing a Target Market Strategy 
Market segment analysis helps companies to 

evaluate the attractiveness of segments. However, 
while deciding which targeting strategy to choose, 
companies need to determine several factors that 
influence their targeting strategy together with 
attractiveness:51

•	 Stage	of	product-market	maturity: As the 
product’s life-cycle stage differs, the compa-
ny can use different targeting strategies. For 
example, when the product is new on the 
market, because of the risk associated with 
the new product, the company may prefer 
to focus on a single product using undiffer-
entiated or concentrated marketing. On the 
other hand, when the product enters into 
the growth or maturity stage, company may 
prefer to use differentiated marketing so as 
to stand competition.

•	 Extent	of	diversity	 in	buyer	preferences:	
The second factor is related to the diversity 
in the market or buyer decisions. When the 
consumer preferences vary in a market, us-
ing undifferentiated marketing will not be 
wise for a company. 

•	 Industry	structure:	The industry structure 
or the strategies used in the industry also 
influence the targeting strategy. Undifferen-
tiated marketing cannot be used if most of 
the companies in the industry prefer to use 
differentiated or concentrated marketing.

•	 Organizational	capabilities	and	resourc-
es:	Organizational capabilities may inhibit 
or enhance the decision of targeting. If the 
company has limited resources, concen-
trated marketing will be the most useful 
strategy.

POSITIONING STRATEGY
The basic idea of positioning is based on the 

assumption that consumers have a limited mind 
space and successful brands are the ones that are 
able to position themselves in the minds of their 
customers apart from their competitors.52 In other 
words, positioning is differentiating the brand 
from other brands in consumer minds. Positioning 
is not what you produce in the factory but it is 
all about what you do in the minds of prospects 
(consumers).53 

Picture 7.5 Global Brands Using Mass Customization

Source: http://www.brandba.se/blog/2016/4/1/how-do-mass-customization-online-toolkits-create-customer-value  

What are the main drawbacks of local and 
individual marketing? 

2

Positioning is differentiating the brand 
from other brands in consumer minds. 
Positioning is not what you produce in the 
factory but it is all about what you do in the 
minds of prospects.

Internet: To learn more about Mass 
Customization please visit: http://www.brandba.
se/blog/2016/4/1/how-do-mass-customization-
online-toolkits-create-customer-value and https://
www.cleverism.com/mass-customization-what-
why-how/ 

internet
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The book written by Ries and Trout (Positioning: 
The Battle for Your Mind) is a marketing classic in 
this issue. In their book, they propose that in an 
over communicated society our minds -as a defense 
against the volume of communications- rejects much 
of the information offered.54 Brands waste millions 
of dollars by trying to reach their target market in this 
crowded environment. Therefore, they offer that the 
best way to get over this problem is “oversimplified 
messages” as they believe “less is more”. Since very 
little information should be communicated, you 
have to select the most appropriate or congruent 
piece of information about yourself. Consumers 
make choices based on the basis of comparison. 
Hence, a company must create a position that 
considers the company’s strengths and weaknesses, 
but also its competitors as well.55 Differentitating 
a brand from the competitor products is an 

important part of 
positioning and 
identifiying possible 
value differences 
is essential in this 
process. 

Identifying Possible Value 
Differences

Positioning is a two-stage step56:
•	 First	 indicates	 what	 ‘competitive	 set’	 the	

brand should be associated and compared 
with.  

•	 Then	 indicates	 what	 the	 brand’s	 essential	
difference and raison d’être is in compari-
son to the other products and brands of 
that set. 

To define the differentiation points, company 
should examine the entire product or service 
experiences of a customer. Each contact point with 
customers can offer differentiation opportunities 
for brands. Starting from this point of view, a 
company can differentiate itself along the lines of 
its products, services, channels, people, or image.57 
Brands can use product	 differentiation by 
differentiating their products’ features, style, design 
or performance. For example, İKEA differentiates 
its brand with its unique design from other furniture 

brands. BMW positions itself on performance 
by indicating its cars as “The Ultimate Driving 
Machine”. In general, technological products use 
this kind of differentiation. 

A brand can differentiate the services provided 
with the product. In services	 differentiation, 
a brand can offer a speedy or more convenient 
service to differentiate their brand. For example, 
Simbo offers a door-to-door free of charge technical 
service” for its small house appliances. The product 
is taken from the customer’s house and transferred 
to the Simbo repair service. After it is repaired the 
product is delivered back to customer in 10 days.58 

Channel	differentiation is another option for 
brands to gain competitive advantage. Amazon is a 
good example for channel differentiation with its 
different delivery options. They offer different free 
delivery options such as two-day, same-day or one-
day, and 2-hour delivery. Moreover, you can choose 
your packages to be delivered securely inside your 
home or your car if you are a prime member. For 
large items they offer scheduled delivery. And a 
new option offered by Amazon is Amazon Prime 
Air, which is designed to safely get packages to 
customers in 30 minutes, or less using unmanned 
aerial vehicles, also called drones.59

Al Ries and Jack Trout. 
Positioning: The Battle 
for Your Mind. 

Product	differentiation	consists of 
differentiating products’ features, style, 
design or performance.

Service	differentiation is offering a speedy 
or more convenient service to differentiate 
the brand.

Channel	differentiation is gaining 
competitive advantage with offering 
different delivery options. 
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A brand can also differentiate 
itself through hiring and training 
better workers, which means people	
differentiation. By differentiating 
on their people, companies should 
be able to select their employee 
more carefully and better train them. 
In many cases, sales or technical 
service representatives’ performance 
influences the satisfaction of the 
customers with the help of the 
emotional bonds between the 
representatives and customers. 
Building these kind of relationships 
with customers take time but 
when conducted creates a highly 
differentiated position for the brand. 

Besides these differentiation points, a company can 
differentiate itself based on the company or brand image. 
Image	differentiation is setting the brand apart by its image 
from competitors. Actually, image is created by the quality 
or performance of a product and services offered. Image 
differentiation is built on the product and services, and 
managed with the help of the images used in communication 
tools such as advertising. Symbols, such as the McDonald’s 
golden arches, the colorful Google logo the Twitter bird, the 
Nike swoosh, or Apple’s “bite mark” logo, can provide strong 
company or brand recognition and image differentiation.60 
In some cases, companies can use celebrities instead of 
symbols to differentiate their image. Moreover, some brands 
are associated with some colors. For example, Coca Cola is 
associated with red and Pepsi is associated with blue. 

The above mentioned differentiation/positioning criteria are popular and used by many products or 
brands. However, there are other potential positions a brand can use (Table 7.5). The most frequently used 
positioning is using product	attributes. For example, Selpak Paper Towel emphasized absorbency and 
positioned itself as a “Super Absorbent!” using an image of an elephant to support its position. On the 
other hand, Solo positions itself on both durability and economy. Familia has released a new product and 
named it as a detergent paper towel, which can be used as a disposable cleaning swab. 

Table 7.5 Some Further Options For Positioning/Differentiation

Options – You could position by… Definition-Examples
Attribute Size, speed, color, age, complexity
Benefit Easiest, fastest, strongest
Use/application For holidays, for celebrations
User For young/old, for experts
Competitor Better than “X” brand or cheaper than “Y”
Product category Cream bar
Quality/price Best, most expensive, cheapest

Source: Fifield, P. (2008), p. 269

Picture 7.6 Delivery with Amazon Prime Air

Source: https://www.amazon.com/Amazon-Prime-Air/
b?ie=UTF8&node=8037720011 

People	differentiation is selecting 
employees more carefully and better train 
them in order to establish an emotional 
bond with the customers of a company 
and employees (the company) and create 
satisfied and loyal customers. 

Image	differentiation is setting the brand 
apart by its image from competitors.
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As attributes, benefits of the product can also be used for positioning. For example, in the toothpaste 
market, Sensodyn became a dominant brand by positioning itself as a rapid relief for sensitive teeth and 
support with the claim of being 
the No.1 dentist recommended 
toothpaste for sensitive teeth. Colgate 
Optik Beyaz, however, positions 
itself on teeth whitening. Positioning 
through using and application is 
another strategy that focuses on how 
or when a product can be used. For 
example, for years ACE (laundry 
bleach) positioned itself as laundry 
bleach that whitens yet not fray 
the clothes. In contrast, Domestos 
positioned itself as a cleansing 
product that may be used everywhere 
you need hygiene. 

User	profiles	also can be used for 
positioning. For example, Johnson & 
Johnson repositioned its baby oil by 
showing how mothers can use baby 
oil for themselves (Picture 7.7). In 
these ads, it is emphasized that baby 
oil is a product that can be used by 
women as well as babies.   

In positioning by competitors’	strategy a brand uses a competitor as a reference and then positions 
itself according to this point. A very well known example of this strategy was Avis, “We’re No. 2, so we 
try harder” campaign. The strategy was to position Avis with Hertz as a major car rental agency and away 
from National, which at the time was at least as large as Avis.61 A product can be positioned in a different 
product category to differentiate the brand. For example, Dove positioned itself as a cream bar rather than 
soap. Teremyağ positioned itself as butter instead of margarine. 

Lastly, price/quality can be used as a positioning strategy. Different combinations of price and quality 
can be used for different positions. Some brands prefer to position themselves as high price and high quality 
while others prefer low price and good quality. For example, BIM and A101 are positioning themselves 
as low price and reasonable quality stores. On the other hand, Macromarket is positioning itself as a high 
price and high quality store. 

Which Differences to Choose
It is a hard question for brands to determine which differences or positions to promote. As there are so 

many options that brands can use, the chosen alternatives must be meaningful and worthwhile. Marketers 
should ask themselves a few key questions:62

•	 Which	market	segment(s)	are	you	targeting?
•	 Where	does	your	customer	or	prospect	perceive	the	most	value?
•	 Where	is	most	of	your	competition	concentrated?
•	 Where	is	your	offer	most/least	credible?
•	 Where	is	the	differentiation	easiest	for	your	company	to	maintain?
•	 Where	is	the	differentiation	easiest	for	your	company	to	protect?
•	 Where	are	the	opportunities	that	fall	outside	your	technical/scientific	expertise	but	within	your	

‘market’	definition?

Picture 7.7 Johnson & Johnson Baby Oil Ads

Source: https://blog.finnfemme.com/2015/02/ali-macgraw-for-chanel-
no-5-and-johnsons-baby-oil-1971/ and http://girlwithasatchel.blogspot.

com/2010/03/mags-retro-review-cleo-70s-style.html
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These questions will help the company to 
look both inside the company and match the 
organization’s capacity with the market needs. 
In addition, the differences/positions selected 
should satisfy the criteria below in order to be used 
successfully:63

•	 Important:	The difference must deliver an 
important and valuable benefit.

•	 Distinctive:	Competitors do not offer the 
same difference.

•	 Superior: The difference must offer a supe-
rior way of satisfying a need.

•	 Communicable: The difference must be 
visible and explainable.

•	 Preemptive:	Cannot be coped easily.
•	 Affordable:	Buyers can afford to pay for the 

difference.
•	 Profitable:	The company can introduce the 

difference profitably.
Positioning a hotel as “the tallest hotel” in a 

destination with the risk of earthquake will not be 
a good positioning strategy as well as positioning 
a detergent as “a good cleanser” while all the other 
detergents are providing the same value.  

Clear and strong positioning is a very important 
part of marketing strategy as faulty positioning 
may damage all the marketing strategy. Marketer 
must evaluate the effectiveness of their positioning 
strategies through customer surveys, competitor 
analysis. There are 4 main positioning errors that 
companies may face:64

•	 Underpositioning:	When customers have 
only vague ideas about the company and its 
products and do not perceive anything dis-
tinctive about them.

•	 Overpositioning:	 When customers have 
too narrow understanding of the company, 
product, and brand.

•	 Confused	 positioning: When frequent 
changes and contradictory messages con-
fuse customers regarding the positioning of 
the brand.

•	 Doubtful	 positioning:	 When the claims 
made for the product or brand are not re-
garded as credible by the customer. 

Sometimes a product may need to be 
repositioned. Repositioning is changing a brands’ or 
products’ perception in the minds of its customers. 
An initial positioning strategy needs to be evaluated 
and changed during the lifetime of the brand or 

product. There are several factors that necessiate 
a new positioning. First of all, in some cases, the 
initial positioning strategy may not be successful 
enough or may be improper. Another important 
factor is that your perception or position may be 
out of date or become old-fashioned. Additionally, 
the perception of a brand or product may be tired 
or become boring to the customers. In these and 
similar conditions, the company should consider 
repositioning its brand or product. Lipton Ice Tea 
in Turkey is a good example of repositioning of a 
brand. When the product was firstly introduced to 
the Turkish consumer market it was positioned as 
tea, which is a traditional drink and consumed hot. 
Since this positioning did not bring success to the 
brand it was repositioned as a soft drink targeting 
young consumers.  

What is repositioning? Why it is needed? 

3

Underpositioning:	When customers have 
only vague ideas about the company and 
its products and do not perceive anything 
distinctive about them.

Confused	positioning:	When frequent 
changes and contradictory messages confuse 
customers regarding the positioning of the 
brand.

Overpositioning:	When customers have too 
narrow an understanding of the company, 
product, and brand.

Doubtful	positioning:	When the claims 
made for the product or brand are not 
regarded as credible by the customer. 
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A	FEW	WORDS	ABOUT	JACK	TROUT	
AND	POSITIONING

With the passing of my ex-partner and good 
friend Jack Trout, I feel compelled to write a 
few words about our nearly 30 years of working 
together. In love, opposites attract. In business, 
opposites work well together. Jack and I were 
opposites. Jack was Mr. Outside; I was Mr. 
Inside. Jack was an extrovert, talkative and very 
social; I am an introvert. Jack was athletic; I am 
not. You name it, we were opposites.

When Jack joined my ad agency in 1967, 
advertising was widely considered to be 
“communications.” You studied your product, 
its features and its competitors and then you 
prepared advertising that explained why your 
product was better.

In spite of billions of advertising dollars spent 
every year, perceptions about leading brands 
as well as their market shares seldom changed. 
All that advertising was not doing very much 
communicating.

That insight led to the positioning concept. 
Instead of focusing on the product and its 
competitors, we focused on the mind of the 
prospect. And in the process, we developed the 
principles of positioning.

(1) The concept of categories.
With a billion neurons and some 2.3-trillion 

connections, the human mind is a massive mental 
storage container. From a marketing point of 
view, however, the most-important aspect of the 
mind is the concept of categories.

Consumers use categories to store brands 
that interest them. When consumers want to 
buy something, they think category first, brand 
second. Nobody walks into a store and says: I 
want to buy a Sony. Please show me all the Sonies 
you have for sale.

(2) For every category, there is a ladder in 
the mind.

On the rungs of the ladder are brand names, 
with the preferred brand at the top of the ladder 
and the rest of the brands in descending order. 
Most consumers have room in their minds 
for only a few brands in each category. Many 
categories have just two brands. Duracell and 
Energizer in appliance batteries. Seldom do 
consumers consider their top two brands as 
equals. Invariably, consumers prefer one brand 
over the other, although the second brand is 
often “acceptable.”

(3) The name is the hook that hangs the 
brand on the ladder.

The most important marketing decision you 
can make is what to name the product. That’s 
what we said in our 1981 book “Positioning.” The 
leading vodka brand in Russia is Kremlyovskaya. 
So the owners of the brand introduced 
Kremlyovskaya in the American market with 
the slogan, The No.1 vodka brand in Russia. 
Naturally, the brand went nowhere. How can 
an English-speaking person file that name in the 
vodka category in the mind?

The leading pasta brand in Italy is Barilla. 
So the owners of the brand introduced Barilla in 
the American market with the slogan, Italy’s #1 
pasta. Three years later, Barilla was the No.1 pasta 
brand in America.

 (4) Find an open hole in the mind.
Every category in the mind is either filled 

with a brand name, or it’s not. If the category 
is not filled, then it’s an open hole or position 
which your brand can easily occupy. Tesla moved 
into the mind to occupy an open category called 
“electric cars.” Today, Tesla is worth more on the 
stock market ($61 billion) than either General 
Motors ($52 billion) or Ford ($44 billion.) But 
didn’t General Motors, Ford and every other 
major automobile company in the world also 
introduce electric vehicles? Sure, but they didn’t 
give them different brand names so consumers 
had no way of filing these names in their minds. 

Further Reading
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(5) Touch base with what’s already in the 
mind.

Advertising a minor feature of your brand 
that is already recognized in prospects’ minds is 
a better strategy than advertising a major feature 
of your brand nobody knows about. Yet most 
companies do exactly the opposite. No sense 
advertising what people already know, let’s use 
our advertising to communicate what they don’t 
know. Thanks to its invention of the lap-and-
shoulder seat belt, Volvo was known for safety. As 
a result, Volvo was the leading imported luxury-
vehicle brand in the American market from 1978 
to 1992. But that wasn’t good enough for Volvo. 
As the global advertising manager said, Safety 
on its own is not enough. So Volvo introduced 
a range of vehicles including convertibles and 
the C30 hatchback with a turbo-charged engine. 
(Automotive News called it a “pocket rocket for 
the kids.”) And Volvo advertising talked about 
beauty and performance with various themes 
including Life is better lived together. Last year, 
the leading imported luxury-vehicle brands were 
Mercedes, Lexus, BMW, Audi, Acura, Infiniti. 
And then Volvo.

(6) You can’t move a brand in the mind.
Many billions have been wasted by 

companies that violate this positioning principle. 
IBM trying to move its brand into personal 
computers. Kodak trying to move its brand into 
digital photography. BlackBerry trying to move 
its brand into touchscreen smartphones.

The list is endless. We called this exercise in 
futility, The line-extension trap.

(7) Initials don’t exist in the mind.
There are letters of the alphabet and there 

are words in the mind, but not initials. When a 

mind hears or reads about a brand using initials, 
the instant reaction is “What do those initials 
stand for?” GE stands for General Electric. HP 
stands for Hewlett-Packard. IBM stands for 
International Business Machines. Initials are 
recognized in the mind not as initials, but as the 
shorthand for names. If the names are not in the 
mind, then the prospect is unlikely to remember 
the initials. And yet, there is a strong trend 
toward initials. Do you recognize any of these 30 
no-name companies? HCA, CHS, TJX, EMC, 
PNC, AES, NRG, PBF, CDW, VF, CSX, CBRE, 
BBGT, DTE, CST, EDG, PVH, KKR, PPL, 
AGCO, LKQ, AK, UGI, CMS, WEC, HRG, 
CH2M, SGP, LAM and NVR. Probably not. But 
all 30 are on Fortune’s latest list of the 500 largest 
American companies. The smallest, NVR, had 
revenues last year of $5.2 billion, enough money 
to hire a marketing-strategy firm.

(8) A slogan or a tagline is not a position.
Almost every company in the world uses 

either a slogan or a tagline. Yet almost none of 
these slogans or taglines are what Jack or I would 
have called a “position.” A position is something 
that exists in the mind. Most slogans or taglines 
are “aspirational.” With enough advertising, they 
hope to be inserted into prospects’ minds. It 
seldom happens. Take Nissan’s slogan Innovation 
that excites. Does Nissan really think potential 
car buyers have has an open hole in their minds 
called “Exciting automobile innovations.” Safety 
is a position. Driving is a position. Inexpensive 
is a position. Small is a position. But Exciting 
automobile innovations is not. There’s still a lot 
of work to be done.

Source:	http://adage.com/article/al-ries/a-words-
jack-trout-positioning/309341/ 
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‘DIRT	IS	GOOD’
In 2006 the OMO Global Brand Team 

set off on a jorney to accelerate the growth of 
Unilever’s biggest fabric-cleaning brandinto a 
single consolidated global umbrella philosophy. 
Known variously to consumers around the 
world as OMO, Persil, Skip or ALA, Unilever’s 
laundry brand, with revenues well over US$2 
billion, has evolved from a loose confederation 
of brandswith over 25 widely differing positions, 
names and packaging designs, to a strong global 
brand	under	the	single	global	umbrella	of	 ‘Dirt	
is Good (DIG)’. This consolidation under the 
DIG umbrella, with a new winning brand 
development strategy and world-class marketing 
mix, has successfully challenged traditional 
market beliefs, and put the competition on the 
defensive.

Other laundry brands work on the 
commonsense principle of removing stains and 
dirt. DIG, however, turned this traditional 
perception on its head. DIG is committed to 
encouraging parents to leave their children 
free to get dirty, on the basis that it is through 

experiencing life at first hand and that children 
learn and so develop. The ultimate benefit 
that DIG is aiming to offer, as a brand is child 
development. The brand addresses this universal 
consumer need, which is intrinsically connected 
to the brand itself. DIG also offers a solution to 
this need by raising awareness and promoting 
outside play and interaction with nature, with 
mothers not needing to worry, because DIG’s 
laundry products will be there to pick up the 
pieces.

Source: Riezebos, R. and van der Grinten, J. 
(2012). Positioning the Brand: An Inside-Out 
Approach, Routledge, pp. 159. 

Discuss:
1.	 Discuss	if	the	‘Dirt	is	Good’	umbrella	

positioning may effect the consumers decision 
to buy detergent of Unilever brands. 

2.	 Discuss	how	the	‘Dirt	is	Good’	position	of	
OMO may affect the consumers’ attitudes 
towards the brand. 

In Practice



7 Segmentation, Targeting and Positioning

184

LO 1 Explain market segmentation and the factors for 
segmenting consumer and business markets

Market segmentation is the process of placing the buyers in a market into subgroups that members 
of each segment display similar responsiveness to a particular positioning strategy. Through market 
segmentation, companies divide large, diverse markets into smaller segments that can be reached more 
efficiently and effectively with products and services that match their unique needs. Market segmentation 
consists of several interrelated activities and decisions. The process begins with the definition of market 
to be segmented. After defining which market to segment, the second step is to decide how to segment 
this market. The third step in segmentation is to form segments. After completing the formation of 
segments the company can now utilize finer segmentation strategies. At the final step, companies need 
to decide which segmentation approach they will use and evaluate the segments. 
There are four major segmentation variables used in consumer markets. These are geographic, 
demographic, psychographic and behavioral variables. Business markets use many of same variables 
used to segment consumer markets. Additionally, they use some other variables related to the 
characteristics of the organizations or purchasing approaches. 

LO 2 Define how companies evaluate market segments 
and choose a market-targeting strategy

Once the firm has completed segmenting a market, it must then evaluate each segment to determine 
its attractiveness and whether it offers opportunities that match the firm’s capabilities and resources. 
There are so many factors that may affect market segment attractiveness. We can categorize these 
factors under four main themes; market factors, economic and technological factors, competitive 
factors, business environment factors. The company should first evaluate the attractiveness of different 
segments and then identify its current and potential strengths in serving this segment. After the 
evaluation of segments, company has to decide which segment or segments to target. Target market is 
a set of buyers who share common needs or characteristics that a company decides to serve. Companies 
have different target market choices. They may choose to target very broadly, very narrowly or 
somewhere in between of these two extreme. There are four main target-marketing strategies. These 
are: undifferentiated (mass) marketing, differentiated (segmented) marketing, concentrated (niche) 
marketing and micromarketing. Market segment analysis will help companies to evaluate the 
attractiveness of segments. However, while deciding which targeting strategy to choose, companies 
need to determine several factors that influence their targeting strategy together with attractiveness. 
These factors include stage of product-market maturity, extent of diversity in buyer preferences, 
industry structure, and organizational capabilities and resources.
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LO 3 Describe how companies can differentiate and position 
their brands and evaluate their positioning strategy

Positioning is differentiating the brand from other brands in consumer minds. Positioning is not 
about your product in the factory but about what you do in the minds of prospects. Positioning is 
a	two-stage	step.	First	indicates	what	‘competitive	set’	the	brand	should	be	associated	and	compared	
with. Then indicates what the brand’s essential difference and raison d’être is in comparison with other 
products and brands of that set. To define the differentiation points, company should examine the 
entire product or service experiences of a customer. Each contact point with the customers can offer 
differentiation opportunities for brands. Starting from this point of view, a company can differentiate 
itself along the lines of its products, services, channels, people, or image. Digging further through the 
literature, it is possible to see that there are some other potential positions a brand can use, such as 
attribute, benefit, use, user, competitor, product category and quality/price. It is a hard question for 
brands to determine which differences or position to promote. As there are so many options that brands 
can use, the chosen alternatives must be meaningful and worthwhile. Thefore, the difference/position 
should be important, distinctive, superior, communicable, preemptive, affordable and profitable.
Determining how target market responds to the strategies is essential to test the effectiveness of the 
positioning strategies. 
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1  In which step of segmentation, the company 
utilizes microsegmentation or mass customization?

a. Definition of market to be segmented
b. Decision of how to segment the market
c. Forming segments
d. Finer segmentation strategies
e. Strategic analysis of segments

2  Which of the following is the most used 
variable for segmenting consumer markets?

a. Demographic b. Geo targeting
c. Psychographic d. Behavioral
e. Geographic

3  What type of segmentation variables are 
“occasions and benefits”?

a. Demographic b. Psychographic
c. Behavioral d. Lifestyle
e. User status

4  Which of the following completes the 
sentence above?

________ is a process of combining several 
variables with geographic variables to identify 
better-defined smaller segments.

a. Geographic segmentation
b. Geodemographic segmentation
c. Geo targeting
d. SoLoMo
e. Geo-clustering

5  Which of the following completes the 
sentence above?

When the segments are financially attractive and 
large or profitable enough to serve, it possesses the 
requirement of being ________.

a. measurable
b. substantial
c. accessible
d. actionable
e. observable

6  In which of the following factors affecting 
market segment attractiveness, intensity, quality 
and threat of substitution are used? 

a. Competitive factors
b. Market factors
c. Economic factors
d. Technological factors
e. Business environment factors

7  According to the Target Market Evaluation 
Model, if the segment attractiveness is average and 
company’s strength is weak, how should company 
take action?

a. Strongly avoid
b. Consider as a secondary target
c. Avoid
d. Consider as a prime target
e. Consider possibilities

8  Which of the following is the broadest target 
marketing strategy?

a. Concentrated marketing
b. Niche marketing
c. Local marketing
d. Differentiated marketing
e. Undifferentiated marketing

9  In which of the following market-coverage 
strategies a firm goes after a large share of one or a 
few segments or niches?

a. Differentiated marketing
b. Concentrated marketing
c. Micromarketing
d. Local marketing
e. Individual marketing

10  When the firms use size, speed, color, age, 
complexity to position a product which of the 
following positioning types is used ?

a. User
b. Competitor
c. Use
d. Attribute
e. Benefit
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If your answer is incorrect, review 
“Identifying Market Segments”.

1. d If your answer is incorrect, review 
“Evaluating Market Segment 
Attractiveness”.

6. a

If your answer is incorrect, review 
“Segmentation Variables in Consumer 
Markets”.

3. c If your answer is incorrect, review “Target 
Market Strategies”.

8. e

If your answer is incorrect, review 
“Segmentation Variables in Consumer 
Markets”.

2. a If your answer is incorrect, review 
“Evaluating Market Segment 
Attractiveness”.

7. c

If your answer is incorrect, review 
“Segmentation Variables in Consumer 
Markets”.

4. e

If your answer is incorrect, review 
“Identifying Market Segments”.

5. b

If your answer is incorrect, review “Target 
Market Strategies”.

9. b

If your answer is incorrect, review 
“Identifying Possible Value Differences”.

10. d

How international markets can be segmented?

your turn 1

International markets can be segmented by using one or a combination of several 
variables. Geographic segmentation is the easiest way of segmenting international 
markets. In this approach, segmentation is based on the geographic locations of 
country assuming that close countries have similar traits or behaviors. That is, 
companies can segment their markets such as Western Europe, Middle East, 
and Africa etc. Another variable used for segmenting international markets is 
economic factors of countries. Economic factors indicate income levels, buying 
power or growth rate of these markets. Therefore, economic factors are used as 
a base to segment different countries or regions. Political and legal factors can 
also be used as a segmentation base for international markets. The level of the 
bureaucracy, regulations, sanctions, the amount of ethnocentrism etc may affect 
the structure of markets. Finally, cultural factors can also be used to segment 
international markets, as culture is the main determinant that shapes the needs 
and wants of the buyers in a country. Hence, language, religion, values, customs, 
rituals etc can be used for segmentation. 

As these target-marketing strategies reduce economies of scale, both 
manufacturing and marketing costs will rise. On the other hand, in order to 
satisfy varied needs of different customers, the company needs to manage its 
both manufacturing and logistics very carefully and successfully. Otherwise, 
logistic related problems or product failures can arise. At last, the company 
should take care of its brand’s position. As the product or the message vary too 
much, this can damage the image of the brand. 

your turn 2

What are the main drawbacks of local and individual marketing? 
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What is repositioning? Why it is needed?

your turn 3

Repositioning is changing a brands’ or products’ perception in the minds of its 
customers. An initial positioning strategy needs to be evaluated and changed 
during the lifetime of the brand or product. There are several factors that require 
this kind of a change. First of all, in some cases, the initial positioning strategy 
may not be successful enough or may be improper. Another important factor is 
that your perception or position may be out of date or become old-fashioned. 
Additionally, the perception of a brand or product may be tired or become 
boring to the customers. In these and similar conditions, the company should 
consider repositioning its brand or product. 
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Understand the marketing channel alternatives, 
types and different channel members

Explain product decisions, product 
classifications and new product development 
process

Identify major pricing decisions and strategies

Describe the communication process and 
promotion mix elements3

1 2
4

After completing this chapter, you will be able to:

Chapter Outline
Introduction
Product
Price 
Distribution Channels (Place) 
Promotion

Key Terms
Marketing Mix

4P’s of Marketing
Product

Price
Promotion

Place

Marketing Mix
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INTRODUCTION
In this chapter marketing mix which is one of the very 

popular concepts in marketing will be explained. As it is 
mentioned in the first chapter, marketing mix, also called 
4 Ps of marketing, is a group of marketing tools—product, 
price, place, and promotion—that are controlled by firms to 
satisfy the needs and wants of its target market.1 The firms 
use marketing mix elements to create value for consumers 
and to realize their marketing objectives and strategies.

Figure 8.1 Developing an Integrated Marketing Mix

Source: Fifield, 2008

All marketing mix elements include many marketing tools to accomplish their own goals (see Figure 
8.1). Product is a combination of goods and services which create value for consumers. For example, a laptop 
is a combination of a keyboard, screen, mainboard as well as warranty and updates. Price is the amount 
of money paid by consumers to possess a product or get a service. For instance, a consumer pays some 
money to buy a laptop. A product should be transported to a place where it can be reached by consumers 
easily. Therefore, place is the sum of activities that deliver products to consumers and place element of the 
marketing mix is known as marketing channels or distribution channels. A laptop is sold by different 
dealers to reach consumers wherever they want. The value of the product should be communicated to 
consumers. In this way, they can be informed about the product 
and persuaded to buy it. Thus, promotion is the sum of activities 
for communicating with current and potential customers. For 
example, information about the features of a laptop, payment 
options, stores available, price, etc. can be communicated to 
consumers. 

Marketing mix elements, 4Ps, can be considered as 4Cs 
from customers’ point of view (see Table 8.1). Consumers 

Marketing mix, also called 4 Ps of 
marketing, is a group of marketing 
tools—product, price, place, and 
promotion—that are controlled by the 
firm to satisfy the needs and wants of its 
target market.

PRICE

PROMOTION

Customers

PRODUCT
Quality
Brand

Features
Packaging

Services

PLACE
Channels
Locations
Inventory
Transport
Logistics

Advertising
Personal Selling
Sales Promotion
Public Relations

Discounts
Allowances

Payment Period
Credit

All marketing mix elements include 
many marketing tools to accomplish 
their own goals (see Figure 8.1).

important
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buy a product because of the value it offers to the customers. 
Price does not only cover the initial money paid for buying the 
products from the perspectives of customers. Customers are 
concerned about the total cost of the product that occurs when 
buying, using and even getting rid of the product. Promotion 
is a communication activity from the customers’ point of view; 
customers want information and relationships. Companies 
provide convenience to consumers by selling and delivering products in the places the consumers want. 
They may want the products to be sold online and delivered to their door. 

Table 8.1 Comparison of Marketing Mix Elements between Marketers’ and Consumers’ Point of View

Marketing mix elements from marketers’ point of 
view (4Ps)

Marketing mix elements from consumers’ point 
of view (4Cs)

Product Consumer value

Price Cost

Promotion Communication

Place Convenience

Source: Fifield, 2008

Marketing mix elements, 4Ps, can be 
considered as 4Cs from the customers’ 
point of view.

important

Marketing mix is extended for services 
because of their specific aspects such as 
intangibility, perishability, variability, 
and inseparability.

important

Marketing mix is extended for services because 
of their specific aspects such as intangibility, 
perishability, variability, and inseparability. Services 
can’t be sensed, stored, standardized, and separated 
from the provider. Therefore, 3 more Ps are added 
to marketing mix: Process, people, and physical 
evidence.2 Process refers to activities related to 
providing a service. People can be considered as 
anyone in the service environment such as services 
producers, front line employees. Since services are 
intangible, physical evidences are necessary to 
embody the benefits of the services. For example, 
when a patient goes to a hospital, he/she can’t 
fully understand the treatment process. Therefore, 
the patient tries to infer the quality of the service 
by examining physical evidences, people or their 
behaviors. Below marketing mix elements will be 
explained more in detail. 

Picture 8.1

PRODUCT
Product is anything which is offered to a market 

to satisfy consumers’ needs and wants. Products 
include both tangible objects such as physical goods 
and intangible aspects such as services. Physical good 
is a marketing component that can be sensated. 
For example, tooth paste or salt is a physical good. 
Service is a product form which includes processes, 
activities, and performances. For instance, education 
or consultation is a service. While the ownership of 
physical goods is transferred to consumers, services 
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are just a right use for a while. For example, when 
a consumer rents a car or a hotel room, he/she uses 
it only during the term of the agreement. Product 
also includes ideas, places, organizations, people, 
events, and experiences.

Levels of Products
From the marketing point of view products are 

considered in different levels to be able to develop 
more effective strategies. There are three main levels 
of products (see Figure 8.2). Core product is the 
core value expected from a product. For example, 
the core value of a mobile phone is communication. 
The core value should be transformed into an actual 
product which includes product features, quality, 
and design as well as packaging and brand. For 
instance, Iphone is an actual product. Augmented 
product consists of warranty, after-sale service, 
payment options, and credits. In the case of smart 
phones applications may be part of the augmented 
product and may make a phone more competitive.

Figure 8.2 Levels of Products

Source: Kotler & Armstrong, 2013

Classifications of Products
Products can be classified in terms of user type 

as well as tangibility level. There are two classes of 
products based on the user type; consumer products 
and industrial products.3 Consumer products are 
physical goods and services bought for personal 
use by final consumers. Consumer products are 
categorized into four basic types: convenience 
products, shopping products, specialty products, 
and unsought products.4 Convenience products 
are physical goods and services purchased frequently 
with a minimum buying effort. These products are 
generally cheap and sold in almost every point of 
sale. For example, bread, newspaper, and water can 
be classified as a convenience product. Shopping 
products are physical goods and services bought 
less frequently with much buying effort. These types 
of products are more expensive than convenience 
products and sold in less number of points of 
sale relative to consumer products. Examples are 
washing machines, carpets, and mobile phones. 
Specialty products are physical goods and services 
purchased rarely with a maximum buying effort. 
These products are generally expensive and sold in 
a limited points of sale. Consumers make a special 
buying effort and do not hesitate to travel long 
distances to purchase these type of products. For 
instance, sport cars, designer clothes and yachts are 
classified as specialty products. Unsought products 
are physical goods and services which consumers 
don’t know much about or think to purchase unless 
they are necessary. Examples include insurance 
and funerary equipment. Industrial products are 
products like raw materials, supplies, components, 
and professional services bought to create economic 
value rather than personal usage.5

Product is anything which is offered in a 
market to satisfy consumers’ needs and 
wants.

Core  
Value

Augmented 
Product

Actual 
Product

Discuss the levels of products 
for a car.

1

Consumer products are physical goods 
and services bought for personal use by 
final consumers.

Industrial products are materials, 
supplies, parts and services bought 
to create economic value rather than 
personal use.
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Tangibility level classification includes three 
classes of products: durable goods, non-durable 
goods, and services.6 Non-durable goods are 
those goods bought frequently and consumed 
in a while such as newspaper, bread, and water. 
Durable goods are those goods purchased less 
frequently and used in a longer period of time such 
as refrigerator, carpet, and mobile phone. Services 
refer to intangible marketing elements such as 
education, banking, insurance and airline services. 

Product Decisions
Companies make several decisions about 

products:7

•	 Individual	 product	 decisions: attributes 
of products, branding, packaging, labelling, 
and product support services. Product 
attributes include features and quality of 
the product as well as its design and style. 
Protection and promotion of products are 
crucial for packaging. Labelling provide 
necessary information about products. 
Branding enables consumers to identify 
the producer or seller of the product. Good 
marketing strategies help to create brand 
value that will create customer loyalty 
towards that brand. Positioning a brand, 
selecting a good brand name and creating 
good relations with the customers based on 
trust are important for creating successful 
brands. 

•	 Product	line	decisions: Product line refers 
to a set of products which are grouped 
based on their similarity in functioning, 
targeting, pricing, and distributing. For 
example small home appliances may form 
a product line and a company has to decide 
if they can expand their line by adding new 
products (such as yoghurt maker) or adding 
more expensive/ cheaper versions of the 
current products.)

•	 Product	 mix	 decisions: Product mix 
includes each product a company offers to a 
market. Companies have to decide whether 
they have to add new items (new products, 
new sizes, new colours, and new brands) 
to their product mix. Sometimes they may 
drop some products from their product mix. 

New Product Development
As competition increases, new products have 

become crucial for companies’ success. There are 
two ways to obtain new products: Acquisition and 
new product development. In the first option, 
companies may buy a company or a licence to 
produce the products of another company. In the 
second option, company develops new products by 
itself. New-product development process includes 
8 major steps.8 These steps include (see Figure 8.3): 

•	 Generation	 of	 new	 ideas: Ideas are 
gathered from different parties such as 
employers, consumers, competitors, etc.

•	 Screening	 of	 new	 ideas: All ideas are 
evaluated based on several criteria such 
as potential market size, cost, product 
development time to find the better ideas 
and in this stage poor ideas are eliminated. 

•	 Concept	 development	 and	 testing: 
Consumers are included in the process to 
select the best concepts.

•	 Marketing	 Strategy	 Development: 
This step includes preparing plans and 
programmes for test marketing.

•	 Business	 analysis: Some analyses such as 
cost, demand, profitability are performed 
to prove potential economic success of new 
concepts.

•	 Product	 development	 programme: After 
completing the stages above, a prototype is 
developed.

Non-durable goods are those goods 
bought frequently and consumed shortly 
such as newspaper, bread, and water.

Durable goods are those goods 
purchased less frequently and used in a 
longer period of time such as refrigerator, 
carpet, and mobile phone.

Services refer to intangible marketing 
elements such as travel and hospitality
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•	 Test	 marketing: The new product may be tested in a small market such as a city before 
commercialization stage to see if there is a need to make changes in the product or in any aspect of 
marketing strategy based on the opinions of consumers. 

•	 Commercialization	 and	 control: If all stages are completed successfully, the new product is 
launched to the market. 

Figure 8.3 New Product Development Process

Source: https://marketing-insider.eu/new-product-development-process/

Product Life Cycle
Product life cycle assumes that products can be considered as a living organism. Therefore, a product 

is born, grows up, maturates and dies. There are five stages including product development, introduction, 
growth, maturity, and decline9. Sales and profits change in different stages (see Figure 8.4). 

Figure 8.4 Product Life Cycle

Source: Kotler &Armstrong, 2013
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In the first stage, company develops a new product. In the introduction stage, sales start to increase but 
profits are generally negative or very low because of the cost of new product development . Growth stage 
is characterized by an increase in both sales and profits. In the maturity stage, sales are at peaks but starts 
to fall while profits decline. Decline stage is characterized by a decrease in both sales and profits. Table 8.2 
illustrates characteristics of each stage and relevant marketing strategies.

Table 8.2 Characteristics and Strategies of Product Life Cycle Stages

Introduction Growth Maturity Decline

Characteristics

Sales Low Rapidly rising Peak Declining

Costs (per consumer) High Average Low Low

Profits Negative Rising High Declining

Customers Innovators Early adopters Middle majority Laggards

Competitors Few Growing number Highest/declining Declining

Strategies

Product Basic product Product extensions
Diversify brands and 
models

Phase out 
weak items

Price
Market 
skimming or 
penetration

Increasing market 
share

Maintaining market 
share

Cutting

Place Selective
Increasing points of 
sales (POS)

Intensive
Decreasing 
POS

Promotion
Building 
product 
awareness

Differentiation Reminding products
Reducing to 
minimal level

Source: https://marketing-insider.eu/marketing-explained/part-iii-designing-a-customer-driven-marketing-strategy-
and-mix/product-life-cycle-strategies/ 

Picture 8.2
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PRICE
Price is the amount of money paid by 

consumers to buy a product or get a service. Price 
differs from other marketing mix elements due to 
some reasons. Firstly, it provides revenue while 
others create a cost. Secondly, price is the most 
flexible element of the marketing mix, companies 
may make price changes such as increasing and 
decreasing it easily. Lastly, other marketing mix 
elements create value for consumers while price 
captures value from them. 

Major Pricing Strategies
Price can be set between two extremes: cost and 

customer value. Price should be set neither lower than 
costs nor higher than customer value. Competitors’ 
prices should also be taken into account while setting 
a price level. Companies use three major pricing 
strategies including cost-based pricing, value-
based pricing, and competition-based pricing.10 
In value-based pricing, customers’ value (the 
value attached to the product by the consumer) is 
used to set a price for a product. This is a customer-
driven strategy and if a company charges a higher 
price than the value of the product in the eyes of 
the consumer, it cannot sell the product. Cost-
based pricing determines the cost of the product 
firstly. A mark-up is then added to the cost to set 

a price level. This strategy is product-driven. In 
competitor-based pricing companies set a price 
that is very similar to the competitive products. 

There are many factors affecting price decisions. 
These factors can be divided into two groups: 
external factors and internal factors.11

External Factors Affecting Price 
Decisions

1.	 Market	 and	 Demand	 Structure: The 
market structure affects price decisions. For 
example, under pure competition, no single 
seller can affect the market price. On the 
other hand, a seller can set the price it wants 
under pure monopoly because there is only 
one seller in the market. Demand-price 
relationship should be well-understood 
before determining the price of a product. 
Normally, there is a negative relationship 
between price and demand. In other words, 
when the price increases, the demand 
decreases. Price elasticity of demand refers 
to reaction of demand to a price change.12  

 In elastic demand, % change in quantity 
demanded is higher than % change in 
price, and vice versa which is called inelastic 
demand. Figure 8.5 illustrates elastic versus 
inelastic demand.

Price is the amount of money paid by 
consumers to possess a product or get a 
service.

Price can be set between two extremes: 
cost and customer value.

important
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2. Economic	Factors: Economic factors such 
as inflation, or recession affect pricing 
decisions because they affect the activities of 
companies as well as consumers’ decisions. 

3.	 Competitors’	 Costs	 and	 Prices: 
Competitors’ costs and prices could be a 
good starting point for setting the price.

4.	 Distribution	 Channels: The expectations 
of all members in the distribution channel 
should be considered while setting the price. 

5.	 Legal	Regulations: Legal regulations such 
as taxation should be taken into account 
while determining the price.

6.	 Societal	concerns: Companies should consider 
societal concerns while setting the price. 

Internal Factors Affecting Price 
Decisions

1.	 Costs: Cost is the lower limit of price (or 
price floor).

2.	 Pricing	aims: Pricing aims include survival, 
increasing market share, prestige, penetrat-
ing the market etc. 

3.	 Other	Marketing	Mix	Elements: Product, 
promotion, and place should give messages 
to consumers in the same direction. For ex-
ample, if the price of a product is high, the 
quality of the product should also be high. 

New-Product Pricing Strategies
The pricing strategies change in different 

stages of product life cycle. Two pricing 
strategies can be used in the introductory stage: 
Market-skimming and market-penetration.13 
 Market-skimming	pricing is setting high prices 
to skim higher revenue from the market. Prices 
are dropped to attract new buyers after a while. In 
other words, prices are decreased step by step to 
sell the products to new consumers. In market-
penetration pricing, companies set low prices to 
penetrate the market as fast as possible. 

Relatively Inelastic Demand Relatively Elastic Demand

Price

P2

P1

P3

Price

P2
P1

P3

Q2 Q1 Q3 Q2 Q1 Q3

Demand

Demand

Elasticity of demand measures the responsiveness of demand to changes in price
Where the % change in demand is greater than % change in price - demand is elastic
Where the % change in demand is less than % change in price - demand is inelastic

Figure 8.5 Inelastic versus elastic demand

Source: https://econandthearts.weebly.com/elasticity-of-netflix.html

Market-skimming	pricing sets high 
prices to skim higher revenue from the 
market.

Market-penetration	pricing sets low 
prices to penetrate the market as much as 
possible.
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Product Mix Pricing Strategies
Companies started to set prices by considering 

the whole marketing mix rather than just 
the product itself. In this way, profits can be 
maximized. There are different product mix pricing 
strategies including product line pricing, by-
product pricing, optional-product pricing, captive-
product pricing and product bundle pricing.14 
 In product line pricing, company sets different 
prices for the products in line. For example three 
different price levels may be set for three models 
of basic t-shirts. By-product	 pricing involves 
products produced unintentionally as an output 
of the manufacturing process of the main product. 
These kinds of products have no (or little) value such 
as sawdust. Optional-product pricing refers to 
accessory products sold with the main product. For 
example, consumers may buy steel rims or parking 
sensor along with a car. Captive-product pricing 
refers to complementary products which are used 
with the main product such as printer cartridge, 
so the company may get higher profits from the 
sales of cartridges. In product bundle pricing, less 
demanded products are sold together with highly 
demanded ones at a discounted price. The aim of 
the strategy is to promote less demanded products. 

Price-Adjustment Strategies
Markets are so dynamic, therefore, prices should 

be adapted to the fast changing environment. 
There are many price-adjustment strategies 
including dynamic pricing, psychological pricing, 
discount and allowance pricing, segmented pricing, 
geographical pricing, promotional pricing, and 
international pricing. In dynamic pricing, prices are 
being adjusted continually to maximize revenue. For 
example, prices are changing thousands times a day 
in the airline sector. In psychological pricing, prices 
are adjusted based on a psychological viewpoint 

rather than an economic perspective. For instance, 
companies consider price thresholds in consumers’ 
mind while changing prices for products. Discount 
and	allowance	pricing refers to a reduction in the 
price of the products for consumers who buy large 
quantities or pay early. In segmented pricing, prices 
are differentiated based on customer, location, or 
product rather than cost. For example, although cost 
of providing a hotel room does not change, rooms 
with a sea view are more expensive than the rooms 
without a good scenery. Geographical	pricing refers 
to setting prices for customers who are in different 
locations in order to cover high shipping costs. For 
instance, lower prices are charged for customers 
who are close to oil refinery while higher prices are 
charged for ones who are far away. Promotional 
pricing means reducing prices for a while to increase 
short term sales. The prices are set below list price. 
International pricing refers to setting prices for 
different countries. For example, a company may 
charge different prices for different countries, or it 
may set a fixed price for every country. 

Price Changes
Fast changing environment makes price changes 

necessary in some situations. Price change involves 
price cut and price increase. Companies decrease prices 
to increase sales and market share in case of excess 
capacity or insufficient demand. On the other hand 
inflation, or shortages of products may lead to price 
increase. Buyers react to price changes differently. Price 
increase can be perceived as high quality or eligibility 
while price cut can be considered as low quality, old 
fashioned, or less demanded products.

There are different product mix 
pricing strategies including product 
line pricing, by-product pricing, 
optional-product pricing, captive-
product pricing and product bundle 
pricing.

important

There are many price-adjustment 
strategies including dynamic pricing, 
psychological pricing, discount and 
allowance pricing, segmented pricing, 
geographical pricing, promotional 
pricing, and international pricing.

important

Fast changing environment makes price 
changes necessary in some situations.

important
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Picture 8.3

DISTRIBUTION CHANNELS (PLACE)
Inputs should be brought to the factory and final products should be transported to the consumers. 

All these activities are integrated as a chain called supply chain. There are generally two streams in 
the supply chain of a company: Upstream and downstream. Upstream partners include suppliers that 
provide inputs for production while downstream partners involve companies in distribution channel 
such as wholesalers and retailers. Because “make and sell” approach of supply chain is inadequate to 
meet consumers’ needs, it can be replaced by demand 
chain which suggests “sense and respond” approach.15 
 In this approach, the needs of consumers are understood firstly 
and the chain is created based on these needs. However, this 
approach also has limitations. It has a more static and linear 
point of view. Instead of these approaches, companies started 
to adopt a dynamic system called value delivery network. This 
network includes every party from suppliers to consumers 
and every party collaborates with each other to maximize the 
performance of the network.

Products can be sold to consumers directly (called direct distribution) or indirectly (called indirect 
distribution) via intermediaries. In direct distribution, there are no intermediaries, and company sells 
its products by its own stores, own sales personnel or online (see Channel 1 in Figure 8.6). Although 
companies have the more control of the marketing process in direct channels, they have bear the costs 
of distribution. Using intermediaries is an efficient way of distribution because of their specialization, 
experience, and economies of scale (see Channel 2 and 3 in Figure 8.6). The cost of distribution is 
transferred to intermediaries as well as control. Figure 8.6 illustrates distribution channel (marketing 
channel) alternatives for delivering products to ultimate consumers and business customers. 

Value delivery network includes every 
party from suppliers to consumers 
and every party collaborates with each 
other to maximize the performance of 
the network.

important
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Figure 8.6 Distribution Channel Alternatives

Source: Adapted from Kotler & Armstrong, 2013

There are many functions of channel members including physical distribution, communication, tran-
saction, and facilitation.16 These functions include:17

•	 Information: Channel members gather information from market and consumers and transfer it to 
the company. They also transfer the information about the company and its products to consumers. 

•	 Promotion:	Channel members communicate with consumers to convince them for buying. Sales 
incentives may be offered to the retailers to gain their cooperation for the sales of the products. 
Retailers may promote the products by advertising in local billboards. 

•	 Contact: Channel members try to find and get in touch with potential buyers.
•	 Matching: Channel members coordinate production activities with the needs and wants of 

consumers.
•	 Negotiation: Channel members try to reach a deal in order to transfer the ownership of products. 

They negotiate on price, selling terms, duty of each member etc. 
•	 Physical	distribution: Channel members transport and store the products.
•	 Financing:	Channel members fund channel activities.
•	 Risk	taking: Channel members take the risks of channel activities.

Types of Distribution Channels
Distribution channels can be categorized into two basic types: conventional distribution systems and 

integrated distribution systems. In conventional distribution systems, all parties are independent and 
aim to maximize their own profit. On the other hand, integrated distribution system members are 
dependent on each other and try to maximize the profit of the entire system. Franchising is a popular 
example of integrated distributions systems. Many fast food chains and fast fashion brands use franchising 
system for distribution by signing contracts to work together with the retailer to create more synergy. 

Companies usually establish more than one distribution channels to serve target market(s). This type 
of distribution is called hybrid marketing channel or multichannel distribution system (see Figure 
8.7). A kitchen appliances company may sell its products by its own stores, online and at the same time by 
department stores. Multichannel distribution system has advantages as well as disadvantages. The company 
can increase sales, reach more customers, and customize products. On the other hand, control is difficult 
and conflicts may occur. 
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Retailer Retailer

Wholesaler

Business
 Customer

Business
 Customer

Business
 Customer

Manufacturer’s 
Represatative

Business 
Distributor

Business 
Distributor



202

8 Marketing Mix

Figure 8.7 Multichannel Distribution System

Source: Adapted from Kotler & Keller, 2016
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Channel Design Decisions
Firms make decisions to be able to establish 

the best channel. The needs and wants of target 
consumers must be identified first. Thereafter, 
channel objectives should be set. After setting 
the objectives, companies should determine 
channel alternatives such as types and number of 
intermediaries. Firms can use three strategies to 
decide on the number of intermediaries: intensive 
distribution, selective distribution, and exclusive 
distribution18. Intensive distribution aims to reach 
consumers as many stores as possible. Consumers 
can find products in a broad range of stores from 
buffets to hypermarkets. Convenience products are 
distributed in this way. In selective distribution, 
the product is available in a few stores in a locale 
such as a city. This strategy is suitable for shopping 
products such as washing machines and carpets. 
Exclusive	 distribution allows limited number of 
stores to sell the product in a territory such as a 
country or a continent. Firms use this strategy 
for specialty products. Lastly, companies should 
evaluate the alternatives and choose one or more 
of them. 

Marketing Logistics
Today, consumers expect to get the appropriate 

assortments of products whenever and wherever 
they want. Firms must plan their activities based 
on this expectation. Therefore, marketing logistics 
or physical distribution is to manage the flow of 
products to satisfy consumer needs and wants for a 
certain amount of profit. 

Intensive distribution aims to reach 
consumers as many stores as possible.

In selective distribution, the product is 
available in a few stores in a locale such 
as a city.

Exclusive	distribution allows limited 
number of stores to sell the product in a 
territory such as a country or a continent.

Marketing	logistics	or	physical	
distribution is to manage the flow of 
products to satisfy consumer needs and 
wants for a certain amount of profit.
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Main Logistics Functions
Firms gain competitive advantage if they can 

plan their logistics activities efficiently. In this way, 
they can satisfy the needs and wants of consumers, 
lower costs as well as prices, and increase profits. To 
do this, main functions of logistics should be well-
understood. Main logistics functions are as follows:19 

•	 Warehousing: Most of the goods produced 
should be stored before selling. Therefore, 
consumers can buy them whenever they 
want. The locations, types, and numbers 
of warehouses are important decisions for 
firms.

•	 Inventory	 management: This function 
determines the optimum inventory level. 
If the inventory drops below the optimum 
level, consumers can’t buy the product 
whenever they want. On the other hand, 
having excessive inventory increases costs.

•	 Transportation: This function refers to 
moving products from one place to another. 
Major transportation modes are truck, rail, 
air, water, pipeline, and the Internet.

•	 Logistics	 information	 management:	
Information flow should be managed 
carefully to manage supply chains.

Marketing Channel Members
Retailing refers to activities related to selling 

products to final consumers directly. Retailers 

are those who mainly perform retailing activities. 
There are very different types of retailers based 
on the product line they sell or price level. 
Department stores like Boyner, supermarkets like 
Migros, convenience stores like grocery, specialty 
stores like İnci, Desa, category killers like D&R, 
are different examples of retailers with different 
product line length. According to price level, we 
may give examples of discount stores like BİM, 
A101, Şok and factory outlets. 

Wholesaling involves activities related to selling 
products to industrial consumers purchasing for 
creating economic value. Wholesalers are businesses 
which mainly perform wholesaling activities. There 
are three types of wholesalers including merchant 
wholesalers, agents and brokers, and sales brunches 
and offices of manufacturers.

Retailing refers to activities related 
to selling products to final consumers 
directly.

Wholesaling involves activities related to 
selling products to industrial consumers 
purchasing for creating economic value.

Picture 8.4
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PROMOTION
Companies need to communicate with consumers to facilitate sales of their products. Although all 

promotion mix elements give messages to consumers20, promotion is mainly responsible for marketing 
communication. Since consumers are being exposed to hundreds of messages on daily basis, it has 
become more difficult to reach consumers. Therefore, promotion is more important than ever before. 
Firms try to reach not only consumers, but also other parties like citizens, sellers, financial institutions. 
Promotion is a communication process which aims 
to convince consumers to buy products of the firm.21 
 This process is conscious, coordinated, and programmed. 
Since promotion is a communication process, we have to 
understand this process firstly. Figure 8.8 illustrates the 
communication process.

Figure 8.8 Communication Process

Source: Kotler & Keller, 2016

Major parties involved in communication process are sender and receiver.22 Sender of the message may 
be a company that wants to introduce its new product to consumers. The message to inform and convince 
potential consumers is sent to consumers via media like television, radio, billboard etc. Message to be sent 
is encoded by advertising people and the receiver of the message decodes the message and gives response/
feedback to the sender.23

Technological developments in communication have changed both consumer expectations and 
therefore marketing strategies. Today’s consumers are well-educated and have many communication 
tool options such as smart phones, tablets, PCs, etc. In digital age, emphasis is put on personalized and 
interactive communication. As the Internet allows interactive communication, firms has begun to focus 
heavily on digital media instead of traditional media. Companies focus on micro-markets rather than mass 
markets. Therefore, narrowcasting gain importance while broadcasting decline in importance. 

Firms have many communication channels to reach consumers. If these channels can’t be managed 
efficiently, it can be confusing for consumers. Therefore, all communication channels of a company should 
give consistent messages about their products or activities. Integrated	marketing	communications	(IMC)	
brings all promotion mix together to give consistent and clear messages to consumers about the company 
or its products.

Promotion is a communication process 
which aims to convince consumers to 
buy products of the firm.

Sender Decoding

Response

ReceiverEncoding
Message

Noise

Feedback
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Promotion Mix
Promotion	mix is a set of tools which aims to 

communicate with consumers and other parties. 
The aims of promotion is explained by AIDA 
formula.24:

•	 Attention: Promotion should draw the 
attention of potential buyer.

•	 Interest: Promotion should make prospect 
interested in the product.

•	 Desire: Promotion should create a desire to 
purchase the product.

•	 Action: Promotion should make potential 
buyers purchase the product.

Companies may use different promotional 
tools to achieve these aims. These elements are 
called promotion mix elements. Promotion mix 
involves25:

•	 advertising,	
•	 sales	promotion,	
•	 personal	selling,	
•	 public	relations,	and	
•	 direct	marketing.	

Advertising
Advertising refers to all forms of paid non-face-

to-face effort of introducing or promoting products, 
ideas, people, or places via a media.26 It can be 
presented in different media and message may be 
repeated as desired. There are different forms of 
advertising including print, broadcast, outdoor, 
Internet, etc. Main advertising decisions are

•	 Setting	the	objectives	of	advertising
•	 Setting	the	budget	of	advertising
•	 Developing	the	message
•	 Selecting	the	media
•	 Evaluation	

Firms should set	the	objectives	of	advertising 
first. These objectives include informing and 
convincing consumers as well as refreshing their 
memory. Informative advertising is used for 
products at the introduction stage of the product 
life cycle. Convincing objective is suitable for 
the growth stage of product life cycle due to the 
start of competition. In maturity stage, reminder 
advertising is used for refreshing consumers’ 
memory. Secondly, the budget	 of	 advertising 
should be determined for every product. The budget 
can be set based on market share, competition, 
and product life cycle stage. Higher budgets are 
needed if market share is low, competition is 
high, or the product is at the introduction stage 
of the product life cycle. After setting the budget, 
message is developed. The message should be 
clear, easy to understand, meaningful, distinctive, 
and brief. Firms can integrate consumers to the 
message development process by using interactive 
communication technologies. After the message is 
developed, the media type and vehicle is selected. 
Firms should make decisions about message 
frequency, timing, and number of people to be 
reached. Media types include televisions, radios, 
newspapers, magazines, direct mail, the Internet, 
and outdoor. All media types have both strengths 
and weaknesses (See Table 8.3). Media vehicle is 
chosen based on audience characteristics, allocated 
budget, and expected impact. 

Promotion	mix is a set of tools which 
aims to communicate with consumers 
and other parties.

Advertising refers to all forms of paid 
non-face-to-face effort of introducing or 
promoting products, ideas, people, or 
places via media
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Table 8.3 The Strengths and Weaknesses of Media Types

Type of Medium Strengths Weaknesses

Print

Newspapers

Wide reach Short lifespan

High coverage Advertisements get little exposure

Low costs Relatively poor reproduction, gives poor impact

Very flexible Low attention-getting properties

Short lead times

Speed of consumption controlled by reader

Magazines 

High-quality reproduction which allows high 
impact

Long lead times

Specific and specialized target audiences Visual dimension only

High readership levels Slow build-up of impact

Longevity Moderate costs

High levels of information can be delivered

Television 

Flexible format, uses sight, movement and 
sound

High level of repetition necessary

High prestige Short message life

High reach High absolute costs

Mass coverage Clutter 

Low relative cost so very efficient
Increasing level of fragmentation 
(potentially)

Radio

Selective audience, e.g. local Lacks impact

Low costs (absolute, relative, and production) Audio dimension only

Flexible Difficult to get audience attention

Can involve listeners Low prestige

Outdoor

High reach Poor image (but improving)

High frequency Long production time

Low relative costs Difficult to measure

Good coverage as a support medium

Location oriented

New media

High level of interaction Segment specific

Immediate response possible Slow development of infrastructure

Tight targeting High user set-up costs

Low absolute and relative costs Transaction security issues

Flexible and easy to update

Measurable 

Transport

High length of exposure Poor coverage

Low costs Segment specific (travellers)

Local orientation Clutter 

In-store POP

High attention-getting properties Segment specific (shoppers)

Persuasive Prone to damage and confusion

Low costs Clutter 

Flexible 

Source: Dahlen et al. 2010, 368-369.
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Lastly, evaluation	 of	 advertising is necessary 
in terms of effectiveness and return in investment. 
The impact of advertising may be evaluated in 
terms of sales, market share, brand recognition, 
recall, changes in the opinion of consumers etc. 

Sales Promotion
Sales promotion is a short-run effort to make 

consumers buy products or encourage resellers or sales 
force to sell products.27 It can be categorized as:28

•	 consumer	promotion,	
•	 trade	promotion,	
•	 business	promotion,	and	
•	 sales	force	promotion.	
Consumer promotion aims to motivate 

consumers to buy products as soon as possible. 
Consumer promotion includes discounts, coupons, 
samples, contests, premiums, and demonstrations. 
Trade	 promotion tries to encourage retailers to 
give a special effort to the sales of the producer’s 
product. Trade promotion tools are discounts, 
free goods, specialty advertising, and allowances. 
Business	 promotion targets industrial buyers. 

It aims to motivate industrial buyers to buy the 
products of the firm. Business promotion tools 
include sales contests and conventions. Sales 
force	 promotion	 aims to increase the effort of 
salespeople.

Personal Selling
Personal selling is a communication 

activity which aims to inform consumers about 
products and convince them to buy in person.29 

Since personal selling allows face to face 
communication, it is more likely to understand 
and satisfy consumers’ needs and wants. The 
aims in personal selling are communicating with 
consumers, order picking and fulfilling. Personal 
selling process is illustrated in Figure 8.9.

All media types have both strengths 
and weaknesses.

important

Sales promotion is a short-run effort 
to make consumers buy products or 
encourage resellers or sales force to sell 
products

Personal selling is a communication 
activity which aims to inform consumers 
about products and convince them to 
buy in personal

Prospecting Preapproach Approach
Presentation 

and 
demonstration

Handling 
objections Closing Follow-up

Building and maintaining pro�table customer relationships

Figure 8.9 The Personal Selling Process

Source: Kotler & Keller, 2016
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The first step of the personal selling process 
involves prospecting and qualifying. Prospecting 
means determining the right potential buyers 
while qualifying distinguishes consumers in 
terms of their financial ability, purchasing amount 
and potential. In the pre-approach stage, the 
characteristics of potential consumers should be 
determined. The approach stage involves starting 
and continuing the relationship with potential 
consumers in a positive manner. In presentation 
and demonstration stage, salesperson informs 
potential consumers about the value or the solution 
the product will provide. Handling objections 
stage includes solving problems of potential buyers 
and responding to their objections. At the closing 
stage, salesperson closes the sale and takes the order 
by examining the behaviors of the consumer. The 
follow-up stage involves fulfilling required forms 
and documents about the sale. Creating long-run 
relationships based on trust, helping the customer 
after the sale, and solving the customer’s problems 
about the products are very important for selling 
today. 

Public Relations
Public	 relations	 (PR) refers to creating 

favourable public image and eliminating 
unfavourable rumours.30 It aims to develop and 
strengthen good relationships with all kinds 
of publics. Sponsorships, special events, web 
pages, lobbying, product publicity, public affairs, 
newsletters, and media relations are used for 
managing corporate image.31 PR is more reliable 
and less costly than advertising. Public relations 
tools are 

•	 news,	
•	 speeches,	
•	 written	materials,	
•	 the	Internet,	
•	 social	networking,	and	
•	 public	service	activities.	

Direct Marketing
Direct marketing is to communicate with 

target market directly via interactive tools such 
as telephone, the Internet, e-mail, kiosks, or 
direct mail with the purpose of selling products 
or obtaining a response.32 A customer database, 
which includes required data of both current and 
potential customers, is needed to reach consumers. 
The main forms of direct marketing are:33

•	 Catalog	direct	marketing
•	 Direct-mail	direct	marketing	
•	 Kiosk	marketing	
•	 Telephone	marketing
•	 Direct-response	television	marketing
•	 Online	marketing

Catalog direct marketing reaches consumers 
via digital or printed catalogues that include product 
information and product visuals. Products ordered 
by the consumers are sent to their addresses. In 
direct mail marketing, advertisements, brochures, 
and letters are sent to the potential consumers. 
Personalized messages can be used for different 
customers and results can be evaluated easily. 
In kiosk marketing, touch screen machines are 
located in crowded places to describe the products 
and pick the orders. Telephone	marketing reaches 
consumers via telephone and tries to sell products. 
In direct-response television marketing, 
consumers are exposed to advertisements or 
infomercials which describe the products and gives 
contact information such as a telephone number or 
a website. In online marketing, firms interact with 
consumers via the Internet.

Public	relations	(PR) refers to creating 
favourable public image and eliminating 
unfavourable rumours.

Direct marketing is to communicate 
with target market directly via an 
interactive group of tools such as 
telephone, the Internet, e-mail, kiosks, 
or direct mail with the purpose of selling 
products or obtaining a response.

Discuss whether marketing mix 
elements should harmonize 
each other?

2
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Explore	the	Strategy	of	Direct	Marketing
Imagine yourself sorting through your daily 

mail. You have a few bills, maybe a magazine, 
a letter from your son at camp (unless he has 
e-mail access there), and assorted junk mail. In 
the midst of your “junk” mail, one particular 
piece catches your eye, one advertising a techno 
gadget you’ve had your eye on for a while. And 
there’s a sale on it—all you have to do is enter the 
following code on the website…

Direct marketing occurs when businesses 
address customers through a multitude of 
channels, including mail, e-mail, phone, and 
in person. Direct marketing messages involve a 
specific “call to action,” such as “Call this toll-
free-number” or “Click this link to subscribe.” 
The results of such campaigns are immediately 
measurable, as a business can track how many 
customers have responded through a message’s 
call to action. 

In contrast, general advertising—for 
example, a billboard promoting a brand concept 
or product awareness—while seen by the 
customer, does not call for a specific response, 
and therefore cannot be easily measured. A 
marketer doesn’t know exactly how effective such 
a billboard is, or how many people are thinking 
about and buying the product because of the 
billboard. However, because of the specific call 
to action, he or she does know exactly how many 
people responded to a direct mailing.

Retailers, credit card companies, media 
companies, technology companies, non-profit 
organizations—nearly every business uses 
some amount of direct marketing. The Direct 
Marketing Association (DMA) reported in 2010 
that more than half of all advertising expenditures 
went toward direct advertising.

Direct marketing began in the 19th century 
with Montgomery Ward’s mail-order catalogues. 

Direct mail campaigns expanded greatly after the 
creation of bulk mail rates in 1928. More recently, 
the development of e-mail has further increased 
the reach and scope of direct marketing.

The DMA (direct Marketing Association), 
first established in 1917, is a trade organization 
that provides research, education and support 
for developing direct marketing. Its membership 
includes more than half of the Fortune 100 
companies, as well as non-profit organizations. 
The DMA estimates that every dollar spent on 
direct marketing yields a return on investment 
of $11.73—compared with an estimated $5.23 
for indirect advertising such as newspaper or 
magazine ads.

The most responsive customers to direct 
mailing (or e-mailings) are those who have 
opted in to mailing lists (for example, an online 
shopper buying a product checks a box marked 
“send me information on future promotions”). 
Such customers have already expressed interest 
in the company’s products, and pay attention to 
new products and sales.

However, far more than just opt-in 
customers receive direct mailings. Non-targeted 
blanket mailings arrive daily in many mailboxes 
and e-mail accounts. Yet despite frustration 
with “junk mail” and “spam,” a high enough 
percentage of such mailings are acted upon. 
In fact, the percentages can increase when the 
advertising is targeted specifically at a particular 
community or group. Among African-Americans 
who receive direct mail, some three-quarters take 
the time to read what they receive instead of just 
throwing it away; while Asian-Americans open 
and read about 90 percent of all their direct mail.

Source:	 http://www.marketing-schools.org/types-
of-marketing/direct-marketing.html

Further Reading
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How	 is	 a	 Direct	 Marketing	 Campain	
Developed?

 Effective direct marketing begins with data. 
Marketers examine categories of customers or 
prospects they think will be interested in their 
product or service, and develop or procure lists 
for making contacts.

Lists can be obtained through public or 
commercial sources, and may represent all the 
people in a particular neighborhood, all the 
people who entered a contest drawing, all the 
people who opted in to a newsletter, a customer 
list from another business, etc. Such lists should 
not be used indiscriminately; instead, the data 
should be analyzed to create messages and offers 
that are likely to be relevant to these customers 
or prospects.

A direct marketing campaign may use 
multiple communications channels including 
mail, e-mail, phones, and face-to-face contact. 
Different channels will be selected based on 
the target group. For example, a new restaurant 
might prefer distributing flyers or leaflets door 
to door, which saves money on mailing costs, 

targets the restaurant’s immediate neighborhood, 
and provides an opportunity for person-to-
person engagement. Face-to-face engagement 
might also be used for in-store marketing. Home 
Depot In-Home Services, for instance, uses 
direct marketers in their stores to generate leads 
for various home improvement programs, such 
as cabinet resurfacing.

Often different communications channels 
can be combined. For example, a direct mail 
advertisement may include a QR (quick response) 
code, allowing recipients to immediately follow 
and engage the message online.

Discuss:	
1. If you were to conduct a direct marketing 

campaign for a coffee shop targeting 
university students how you would get a 
list?

2. Which of the direct marketing tools would 
you use?

Source: http://www.marketing-schools.org/types-
of-marketing/direct-marketing.html

In Practice
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LO 1 Explain product decisions, product classifications 
and new product development process

Marketing	mix is a group of marketing tools—product, price, place, and promotion—that are 
controlled by the firm to satisfy the needs and wants of its target market. Product is anything 
which is offered in a market to satisfy consumers’ needs and wants. Its tools are quality, features, 
sizes, style, options, services, returns, brand, differentiation, packaging, and warranties.
There are three main levels of products. Core product is the core value expected from a 
product. The core value should be transformed into an actual product which includes 
product features, quality, and design as well as packaging and brand. Augmented product 
consists of warranty, after-sale service, payment options, and credits. 
Consumer products are physical goods and services bought for personal usage by final 
consumers while industrial products are products, materials, supplies, parts and services 
bought to create economic value rather than personal usage. Consumer products are 
categorized into four basic types: convenience products, shopping products, specialty 
products, and unsought products. Tangibility level classification includes three classes of 
products: durable goods, non-durable goods, and services. 
New-product development process includes 8 major steps. These steps are: generation of new 
ideas, screening of them, concept development and testing, marketing strategy development, 
business analysis, product development, test marketing, commercialization and control.
Product life cycle assumes that products can be considered as a living organism. Therefore, 
a product is born, grows up, maturates and dies. There are five stages including product 
development, introduction, growth, maturity, and decline. Sales and profits change in 
different stages. Therefore, different strategies are employed in different stages.

LO 2 Identify major pricing decisions and strategies

Price is the amount of money paid by consumers to possess a product or get a service. 
Companies use three major pricing strategies including cost-based pricing, value-based 
pricing, and competition-based pricing. In value-based pricing, customers’ value is used 
for charging a price for a product which is a customer-driven strategy. Cost-based pricing 
determines the cost of the product firstly.. In competitor-based pricing, competitors’ 
prices charged for similar products are considered to set prices.
Two pricing strategies can be used in the introductory stage of product-life-cycle: Market-
skimming and market-penetration. While Market-skimming	pricing means setting high 
prices to skim higher revenue from the market, companies set low prices to penetrate the 
market as much as possible in market-penetration pricing.
There are six different product mix pricing strategies including product line pricing, by-
product pricing, optional-product pricing, captive-product pricing, two-part pricing and 
product bundle pricing. 
There are many price-adjustment strategies including dynamic pricing, psychological 
pricing, discount and allowance pricing, segmented pricing, geographical pricing, 
promotional pricing, and international pricing. In dynamic pricing, prices are being 
adjusted continually to maximize revenue. In psychological pricing, prices are adjusted 
based on a psychological viewpoint rather than an economic perspective. In segmented 
pricing, prices are differentiated based on customer, location, or product rather than cost. 
Geographical	 pricing refers to set prices for consumers who are in different locations 
in order to cover high shipping costs. Promotional pricing reduces prices for a while. 
International pricing refers to set prices for different countries.  
Fast changing environment makes price changes necessary in some situations. Price change 
involves price cut and price increase.
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LO 3 Understand the marketing channel alternatives, 
types and different channel members 

Distribution channels can be categorized into two basic types: conventional distribution 
systems and integrated distribution systems. In conventional distribution systems, 
all parties are independent and aim to maximize their own profit. On the other hand, 
integrated distribution system members are dependent on each other and try to maximize 
the profit of the entire system. 
Firms can use three strategies to decide on the number of intermediaries as intensive 
distribution, selective distribution, and exclusive distribution. 
Marketing	logistics	or physical distribution is to manage the flow of products to satisfy 
consumer needs and wants for a certain amount of profit. Main logistics functions are 
warehousing, inventory management, transportation, and logistics information management. 
Retailers are those who mainly perform retailing activities. Department stores, 
supermarkets, convenience stores, specialty stores, superstores, category killers, discount 
stores, warehouse clubs, factory outlets, and off-price retailers, retailer cooperatives and 
franchise organizations are examples of retailers.  Wholesalers are businesses which mainly 
perform wholesaling activities. There are three types of wholesalers including merchant 
wholesalers, agents and brokers, and sales brunches and offices of manufacturers.

LO 4 Describe the communication process and 
promotion mix elements

Promotion is a communication process which aims to convince consumers. Promotion 
mix involves advertising, sales promotion, personal selling, public relations, and direct 
marketing. Advertising refers to all forms of paid non-face-to-face effort of introducing or 
promoting products, ideas, people, or places via a media. Sales promotion is a short-run 
effort to make consumers buy products or encourage resellers or sales force to sell products. 
Personal selling is a communication activity which aims to inform consumers about 
products and convince them to buy in person. Public	relations	(PR) refers to creating 
favourable public image and eliminating unfavourable rumours. Direct marketing 
is to communicate with target market directly via an interactive group of tools such as 
telephone, the Internet, e-mail, kiosks, or direct mail with the purpose of selling products 
or obtaining a response.
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1  Which of the following choice is not a 
marketing mix element?

a. Promotion
b. Product
c. Price
d. Place
e. Position

2  Which of the following marketing mix 
elements below includes advertising?

a. Promotion
b. Product
c. Price
d. Place
e. Position

3  Which of the following is considered as a cost 
by consumers?

a. Promotion
b. Product
c. Price
d. Place
e. Position

4  Which of the following is one of the parts of 
actual product?

a. Warranty
b. After-sale service
c. Payment options
d. Credits
e. Quality

5  Which of the following product classes is not 
based on user type classification?

a. Convenience Products 
b. Shopping Products
c. Luxury Products
d. Unsought Products
e. Durable Goods

6  In which of the following product life cycle 
stages below do sales peak?

a. Product development
b. Introduction
c. Growth
d. Maturity
e. Decline

7  Which of the following is an external factor 
affecting price decisions?

a. Distribution channel
b. Cost
c. Pricing aim
d. Product
e. Place

8  Which of the following is an internal factor 
affecting price decisions?

a. Market and demand structure
b. Economic factors
c. Legal regulations
d. Societal concerns
e. Costs

9  In which of the following distribution 
systems all parties are independent and aim to 
maximize their own profit?

a. Integrated distribution system
b. Conventional distribution system
c. Vertical distribution system
d. Horizontal distribution system
e. Administrative distribution system

10  Which of the following promotion mix 
elements communicates with target market directly 
via an interactive group of tools such as telephone, 
the Internet, e-mail, kiosks, or direct mail with 
the purpose of selling products or obtaining a 
response?

a. Personal selling
b. Public relations
c. Direct marketing
d. Advertising
e. Sales promotion

Test Yourself
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If your answer is incorrect, review 
“Marketing Mix”.

1. e If your answer is incorrect, review “Product 
Life Cycle”.

6. d

If your answer is incorrect, review 
“Marketing Mix Elements from Consumers’ 
Point of View”.

3. c If your answer is incorrect, review “Internal 
Factors Affecting Price Decisions”.

8. e

If your answer is incorrect, review 
“Integrated Marketing Mix”.

2. a If your answer is incorrect, review “External 
Factors Affecting Price Decisions”.

7. a

If your answer is incorrect, review “Levels 
of Product”.

4. e

If your answer is incorrect, review 
“Classifications of Products”.

5. e

If your answer is incorrect, review “Types 
of Distribution Channels”.

9. b

If your answer is incorrect, review 
“Promotion Mix”.

10. c
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your turn 2

Discuss whether marketing mix elements should harmonize 

each other?

your turn 1

As explained in the relevant part, the main levels of products are core product, 
actual product, and augmented product. Core product is the core value 
expected from a product. The core value of a car is transportation. The actual 
product includes product features, quality, design, and brand. For example, 
engine power, airbags, adaptive cruise control, blind spot detection, etc. take 
place in the scope of actual product. Augmented product consists of warranty, 
after-sale service, payment options, and credits. Annual maintenance, credit 
options, updates are considered as a part of the augmented product and may 
make a car more competitive.

Harmonization of marketing mix elements is crucial. Otherwise, consumers 
will be confused. For example, if a marketer wants to set higher levels of 
price, the product should have a quality level which verifies these price 
levels. Exclusive distribution can be selected for high-priced products, and 
appropriate media types should be used.

Discuss the levels of products for a car.
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