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 troublesome terms

Adding value
Finding creative ways to stretch the difference between selling price 
and the cost of bought-in goods and services. This is the essence of 
marketing and, in reality, the essence of the whole business process. 
If your business doesn’t add value, it isn’t a business.

Product orientation
When a business is focused on selling its products to the market, not 
finding out what people want. This product focus can be because of 
arrogance (‘we know best, not the consumer’), though Volvo would 
say that its extra focus on passenger safety was the right thing to do.

Complementary goods
Products bought together with other goods, such as PlayStation 4 
consoles and PlayStation 4 games. If the price of PS4 games falls, 
demand for the games will rise — and so too would demand 
for the consoles.

Market saturation
This is a situation where ‘everyone who wants one has got one’, 
so future sales prospects are bleak. This applies especially to 
consumer durables, i.e. household products that last, such as 
food processors or washing machines. When everyone who wants a 
food processor has got one, sales could theoretically fall to zero until 
some machines start breaking down.

Demographics
A study of population numbers and trends. Recently there has been 
significant growth in the number of elderly people plus a fall in 
the number of births (down 2.5% in 2017): great for Saga; awful 
for Mothercare.

Unit cost
The total cost of production of one unit, e.g. variable cost plus fixed 
cost per unit. Understanding this is necessary to be able to calculate 
cost-plus prices.

Extension strategies
Medium-to-long-term plans to extend a product’s profitable life cycle. 
A common mistake in exams is mistaking short-term promotions for 
longer-term strategies. ‘Buy one get one free’ is definitely not an 
extension strategy; ‘new, improved flavour’ is.

Market share
The percentage of sales within a market or sector that are held by 
one brand or one company. The problem here is the word ‘share’. 
People get it confused with share as in ‘stocks and shares’. Market 
share is nothing of the sort. It is purely a measure of relative sales 
within a market. 

Business to business (B2B)
Marketing priorities when a business is selling to other firms, not to 
consumers. Consumers can be seduced by brand images, but other 
businesses cannot. They have to be offered low prices, good credit 
terms and great service (including 100% delivery reliability).

Price-inelastic demand
When demand is focused on the brand, not its price, so price 
increases have little effect on demand. The key things to remember 
are that the price elasticity will be low, i.e. between zero and –1, 
and that a price rise in a product with low price elasticity will see an 
increase in revenue (and profit).

Cost-plus pricing
Calculating the unit cost then adding a planned profit percentage. 
This implies huge control over the market. Most businesses have to 
price their products in relation to market rivals. If you can use cost-
plus pricing, it implies you’re the Heinz of the ketchup market or the 
Nespresso of the market for coffee capsules.

Sample bias
When a sample has been skewed away from being representative of 
the whole population. This could happen because lazy interviewers 
talk to too many older people (they’re more willing to find the time), 
meaning that the sample is biased against the young.

Distribution channels
Changes in ownership as a product gets from producer to consumer, 
e.g. selling to a retail chain, then from retailer to householder. The 
main issue in distribution today is the rise in online selling and the 
implications for high street shops. The best aspect of the rise in 
online is providing market access to small start-up businesses. 

Market mapping
Creating a grid to show the market positioning of rival brands in 
relation to two dimensions of importance within the sector, e.g. price 
(high/low) and image (trendy/traditional) (see pp. 6–8). Be careful not 
to muddle this concept with market segmentation.

Income elasticity
The extent to which demand changes when real incomes change 
(in percentage terms). A common mistake in exams is muddling 
income elasticity with price elasticity. Students write ‘the elasticity 
of the product is…’, but that generalisation will always be wrong. 
Treat income and price elasticity as quite separate from each other 
(see pp. 20–22).

Product portfolio
The range of brands owned by a company, set out to identify the 
marketing budget priorities. This is usually shown as the Boston 
matrix, which has market share on the horizontal axis and market 
growth on the vertical axis.




