Marketing Objectives Factsheet
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Sales growth

The percentage sales growth for a firm/product in a particular year is
calculated as follows

Key term

i Sales growth The percentage
change in sales (volume or
valuel for a specific business or
product over a period of time,
for example, sales growth of
Brompton Bicycles.

Sales in that year — Sales in previous year
Sales in previous year

X 100= Sales growth (%)

In general, a business will wish to increase its sales, but during difficult
trading conditions, such as a recession, its objective may be to maintain
current size or limit a decline in sales

Marketing objectives based on sales growth may be expressed in terms of:
dual firms. However,
ce growth, so that it
ing advantage of the
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@ a given increase in the level of sales volume (e.g. Audi aiming to increase
UK sales by at least 8,000 cars in 2014, in order to record annual UK
sales of 150,000 cars for the first time)

® a given increase in sales value (e.g. Restaurant Group TRG, owners of
Frankie and Benny's, aiming to increase sales value by £60 million in

2014)
by 3 per cent per ® a percentage rise in sales volume (e.g. Huawei targeting a 50 per cent
arket increase in global sales of its smartphones in 2014)
luxury products, such ® a percentage rise in sales value (e.g. Costa trying to achieve a 100 per
idly when economic cent rise in it sales revenue between 2014 and 2018).

ks when people are ‘Source: adapted from www.audi.co.uk; www.trgplc.com; www.huawei.com:

Costa from Whitbread Annual Review 2014

The value of sales growth as a marketing objective is similar to sales volume
and sales value, especially as targes for sales volume and sales value are
usually expressed in terms of a percentage growth in sales. However, as
with market growth, its achievement is likely to be influenced by external
factors as well as the firm's own efforts
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factors as well as the firm's own efforts.

Market share

Market share is usually measured as a percentage, calculated by the
formula

Key term
Market share The percentage
or proportion of the total sales
of aproduct or service achieved i \jyrkering objectives based on market share are expressed in terms of:
by a firm or a specific brand of a

product Market share < S3es of one product or brand or company

Total sales in the market

@ a target percentage market share (¢.g. Ford targeting a 14 per cent share
of the UK car market)

© market leadership or a certain position in the market (c.g ASDA and
Sainsbury’s fighting to be the second largest supermarket in the UK)

® a target aimed towards a particular aspect of the market (c.g, increasing,
‘market share of sales to males or teenagers). 115

Market share is an excellent measure of a company’s success because it
compares a firm’s sales with those of its competitors. A company’s market
share can increase only if the company is performing better than some of
its rivals. Because market share is the best comparison of a company or
brand’s performance in comparison o its competitors, it is a very popular
measure of success and therefore a popular marketing objective
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ortance Practice exercise 1
‘[’}’I‘: Read the information in Table 7.2 and, using your knowledge of business,
answer the questions that follow.
W Table 7.2 Analysis of the UK market for new cars, 2012-2013
| Cars sold | Cars sold Market share | Market share
Manufacturer 2012 2013 | % change | 2012 (%) 2013 (%)
f the 1 Ford 281917 310865 | +103 | 138 137
most 2Vauxhall 232,255 259444 | 4114 ns n4
oo 3 Volkswagen 183,098 194085 | +6.0 | 9.0 86
FLTAtES 4 Audi 123,622 142040 | 4149 | 60 63
et 5 BMW 127530 135583 +8.6 | 6.2 60
ol 6 Nissan 105835 117967 | 4115 52 52
ccause 7Mercedes-Benz | 91855 109456 | +192 | 45 48
o create 8 Peugeot 99486 105435 +6.0 49 47
o 9 Toyota 84563 88,648 +48 | 4 39
+ mayall 10 Citroen 73,656 78,358 | +b.4 36 35
mprove Other makes 640,792 722,856 | +12.8 312 319
bility or Totalmarket | 2,044,609 2,264,737 +10.8 100.0 100.0

Saurce: The Saciety of Motor Manufacturers and Traders (SMMT), January 2014
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1 How large was the market for new cars in the UK in 2013? (1 mark)
2 What was the percentage change in market growth between 2012 and in 2013? (2 marks)
3 Which company was the market leader? (1 mark)
4 Between 2012 and 2013, Ford had the largest increase in the number (volume) of cars sold
Calculate their increase in sales volume. (2 marks)
5 Between 2012 and 2013, which firm had the largest percentage increase in its sale of cars? (1 mark)

6 Hyundai fell from tenth to eleventh place in the UK market in 2013, despite recording a sales
increase of 3.5% between 2012 and 2013. If Hyundai sold 76,918 cars in 2013, how many cars

did it sell in 2012? (3 marks)
7 Why might the use of volume (the number of cars sold) give a misleading impression of the
market share of a car manufacturer? (4 marks)

8 How was it possible for Ford to have the largest increase in sales volume and yet experience
a decrease in its market share? (7 marks)

9 Volkswagen occupies third place in terms of UK market share. However, Volkswagen is part of a
business that also owns Audi, Skoda and Seat (fourth, thirteenth and nineteenth in the market).
Explain why a firm might make a decision to use different brand names for different cars in this way. (8 marks)

10 Analyse three factors that might influence the market size of the new car market in the UK. (9 marks)

11 Evaluate the usefulness of the information in Table 7.2 to a Chinese car manufacturer that
wishes to establish itself in the UK market for new cars. (12 marks)
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Marketing objectives depend on the aims and priorities of an organisation
and can be categorised in a number of ways, as described below.

Sales volume and sales value

Key terms
These measures both show the size of a business, based on its level of sales.

Sales volume Measures

the number of items sold or Size can be measured by sales volume or sales value.
produced (such as the number of

televisions sold). Put simply, value = volume x average price. "

Sales value Measures the For example, if a “99p store’ sells 100,000 items at 9p each, then its sales
financial worth of the items sold volume is 100,000 items and its sales value is £99,000.

(e.g. £30 million of televisions).
Abusiness will often consider success to be the achievement of a certain level

of sales, usually a larger figure than their current level. Marketing objectives
based on sales volume and sales value may be expressed in terms of:
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® a specific level of sales volume (e.g. Premier Inn UK trying to achieve
sales volume based on having 75,000 hotel rooms by 2018) Key term
® aspecific level of sales value (e.g. Volkswagen aiming to achieve global Market growth T
sales of €200 billion in 2014). i change in sales [
value] of a generi
service, over a pe
For example, ma
bicycles in gener
specific make of |

The value of using sales volume as a marketing objective is that it is easy to
measure and understand and is useful for comparisons. For example, car
sales are usually measured by sales volume because the sale of a certain
number of cars is easy to picture and compare. However, it is of limited
value as it does not take into account the income received. Table 7.2

(page 121) shows that Mercedes Benz just overtook Peugeot in terms of
sales volume of cars in the UK in 2013. However, this disguises the fact that
the average Mercedes Benz has a much higher price than a typical Peugeot;
thus the sales value of Mercedes Benz cars is considerably higher than the
sales value of Peugeot cars.

Sales value is much more useful than sales volume when comparing
multi-product firms such as clothing retailers. Retailers such as Fat Face
and Gap sell a wide range of products with significant differences in price.
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The value of using sales volume as a marketing objective is that it is easy to
measure and understand and is useful for comparisons. For example, car
sales are usually measured by sales volume because the sale of a certain
number of cars is easy to picture and compare. However, it is of limited
value as it does not take into account the income received. Table 7.2

(page 121) shows that Mercedes Benz just overtook Peugeot in terms of
sales volume of cars in the UK in 2013. However, this disguises the fact that
the average Mercedes Benz has a much higher price than a typical Peugeot;
thus the sales value of Mercedes Benz cars is considerably higher than the
sales value of Peugeot cars

Sales value is much more useful than sales volume when comparing
multi-product firms such as clothing retailers. Retailers such as Fat Face
and Gap sell a wide range of products with significant differences in price.
Some clothing retailers, such as Debenhams and M&sS, also earn significant
income from non-clothing items. Consequently, sales value is usually a
popular way of setting marketing objectives for such firms. Although sales
value can be difficult to visualise it is much easier to use when comparing
businesses whose products have different price levels.

Market size
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Market size

Many markets are measured by volume because it is easier for people to identify
with an item than with a sum of money. For example, in the car market it

is casier to picture 2.5 million cars being sold than a value of £30 billion.
However, in some markets (g, hair care products, dog food and deodorants)
there are many different products with huge variations in price. In these cases,
itis casier to measure the market in terms of the value of goods sold.

The market size indicates the potential sales for a firm. A large market size
provides a greater opportunity for an individual business to achieve high sales
volume or sales value, and so most businesses will wish to operate within
asizeable market. For example, the UK car market carns revenue of over

£30 billion a year: a car manufacturer can therefore earn huge revenue, even

if it is only small in comparison with its competitors. However, market size
influences the level of competition and so firms in large markets may struggle
1o compete. A business may prefer (o operate in a small market with few or no
competitors, as competition in large markets can often drive down prices

Market size is important to a business, but it is rarely used as a marketing
objective because a single company will only form a part of a given market
and therefore it has little value as a marketing objective. However, for

a monopoly, where there is only one firm in the market, an increase in
market size does guarantee an increase in sales for the monopolist (i.c. the
firm that has the monopoly). The usefulness of market size lies in its role
as an indicator of the maximum potential sales for a firm in a particular
market,
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ple. car For example, market growth of | Although market growth is usually a factor that is owtside the immediate 3
rain bicycles in general, rather thana | control of an individual business, businesses will try to identify markets H
ited specific make of bicycle. that will increase in size in the future. A business that is active in a market 8,
2 that has potential for fast growth is likely to benefit from this growth and a
s of therefore achieve a rapid increase in ts sales volume and sales value. Asa &
e fact that consequence, firms will often have the identification of markets with the K
Peugeot; potential for growth as one of their marketing objectives. For example, 5
han the Nokia was originally a Finnish paper mill, but it identified the potential H
market for mobile phones in the early stages of market growth. As the use
of mobile phones increased rapidly, Nokia benefited from this expansion,
. building a business with a market value that reached €100 billion in 2007.
e price As recently as 2012, Nokia was the world's leading handset producer.
ignificant Large businesses, particularly those that dominate a market, may also see
llya market growth as a target, because growth in the market within which
igh sales they operate should automatically lead to growth in their own sales. By
nparing encouraging the development of a ‘coffee culture’, companies such as Costa
and Starbucks have benefited greatly from the rapid expansion of people
using coffee shops in the UK. This market has doubled in size in the last six
years and is ten times larger than it was 15 years ago. Costa, whose market
o identify share exceeds 40 per cent, has been the major beneficiary of this growth.
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the market.

Factors influencing market growth
Market growth is largely outside the control of individual firms. However,
a business should be aware of the factors that influence growth, so that it
can predict future trends and make sure that it is taking advantage of the
potential for growth in certain markets (or avoiding the problems faced in
declining markets). Some of the key factors that influence market growth
are described below.

® Economic growth: if a country’s wealth is growing by 3 per cent per
annum, then sales are likely to rise in any given market

 The nature of the product: markets dealing with luxury products, such
as jewellery or investments, tend to grow more rapidly when economic
growth s high, but often suffer more severe cutbacks when people are
worried about their living standards.

® Changes in taste: as liestyles change, new products become more
popular while others decline. This s a factor that firms can influence
through good marketing,

® Social changes: the way in which people live may influence product
sales. A greater tendency to stay at home will asist sales of digital
televisions, while longer working hours have led to fewer people
preparing their own meals, thus increasing sales of convenience food and
takeaway meals

@ Fashion: recent television programmes highlighting home cooking,
garden design and do-it-yourself are likely to influence the number of
people pursuing those activities. Note how the market for home cooking
is being increased by this factor but reduced by the previous influence.

‘As with market size, market growth has limited value as a marketing
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