Fact Sheet No 8

What makes a product? (1)

Introduction

In business most companies are either product or market orientated; though to be realistic it’s probably better to say that they apply a mixture of both. The exact mixture depends on the company and the market in which it operates.

A firm that is dominated by its product and production process is said to product orientated. Critics would argue that this means that the business produces something that it expects customers to buy. In reality it means that the product is the starting point and actually selling it comes next. This form of business development was more common in the immediate post war years but it still features in some of the more capital-intensive industries. 

The alternative approach is known as market orientated. This starts from the need to supply something that the customer wants. In fact the company is ‘customer driven.’ This re-defines the company, as it now must appeal to the conception of the product that is central to why a customer buys such a product. An example of this is the virtual explosion in leisurewear. Gone are the days when companies made football boots and you had just a few pairs to select from. Now the industry caters for a range of tastes and activities. Indeed, it is difficult to find a company describing itself as sports wears manufacturer. They now offer goods in the leisure business, which is a much wider market. Most of us know people who buy leisure products but don’t actually build up a sweat. It’s the image and label that they really want.

Discovering one’s market

In the United Kingdom there are nearly 60 million potential customers and with our member of the EU and the globalisation of trade the real market for many producers now runs into hundreds of millions. Yet, it is worth remembering that each person is an individual and needs to be thought of as such. Incomes differ, as do tastes and how much cash an individual will put into a particular purchase. To complicate matters further these important factors in determining which markets we operate in change as we change as people do. Most of you might pay an odd visit to Mothercare if you have an older relative with a baby. Without wishing to tempt fate most of you will see your needs for such a store increase as time passes!

Markets are complex and even when dealing with household necessities it is not an easy task to predict with accuracy how and what we will buy. Think for a moment about a product like toothpaste. There is quite a range of types on the market but what will attract us to a particular brand? Will we like the colour, the taste, the ‘whitening’ effect it promises to provide or will price be the main determinant? 

All markets contain an element of mystery and all business can do is to try and minimise this. The main key to being successful in business is to discover the competitive advantage you have and exploit this in as many ways as you can. To do this we need to be able to recognise, follow and interpret the real demand that customers have for what we produce.

This takes into the field of market research.

Market Research

When we practice market research we are finding out as much as we can about the potential market for our products. We will need to discover:

· why people like and buy what we produce

· why people dislike what we produce

· what developments in our products they would like to see

· and many other interesting pieces of information that tell us the essential characteristics of why people part with their money to buy what we produce

Market Research falls into two basic types. These are field and desk research.

Desk research is all about using information that is already available. We call this secondary data or information.  In all market research a wide variety of data sources are used and then looked at in detail. By adopting this approach a business, or specialist agency is usually looking for quantitative research that will be used for such exercises as making predictions and trends.

Field research involves collecting primary data. This is normally done by using a survey, or perhaps by engaging a focus group. These are based on a ‘moderator’ leading the group through an exercise that explores their perceptions of the product or range or the brand. Sometimes the company as a whole is the central themes of the focus group’s work. Within the remit of the moderator might also be detailed interviews with the members of the focus group and sometimes this is lengthened to allow the group to be tracked for a period of time. This allows any changes in opinions to be noted and analysed.

Such exercises are mainly used in then gathering of qualitative research and tend to concentrate on customer attitudes and reactions. 

A short exercise 

The Corner Shop opened last year in a nice market town in Northern Essex. It offered a wide range of small gifts, jewellery, momentous and some pottery. Business was brisk, particularly in the run-up to their first Christmas, In the early New Year, when business was quite flat the two owners decided to conduct some research into their main competitors. They hoped to expand into paintings, some soft furnishings and maybe some footwear. They looked in their four main rivals windows and discovered the following:

‘Knick Knocks’- we offer gifts for all occasions, tastes and pockets.

‘Problem solved’- we cater for that customer who is looking for the ‘special gift’.

‘You in mind.’ – we specialise in a personal service that offers you artwork, furnishings and gifts that have a certain ‘quality’.

‘ Clocks and things’ – we like to think that in the world on time we have just that little bit more to offer.

1. Does the Corner Shop face competition?

2. How might the information they have collected effect Corner Shop’s desire to expand?

3. What other information would you like to see before deciding on expansion at the Corner Shop?

At Corner shop the research undertaken by the owners was relatively informal and not very costly. However, a large company might decide to spend large sums of money on research. Before embarking such a costly exercise they would probably draw up a plan that might look something like the following.

1. Define exactly what it is the company needs to know and put this into specific targets for those conducting the research.

2. Plan in detail what information is needed, the level of detail required and what level of certainty is needed to make the information gathered useful.

3. Collect the data in an organise manner. This might be via primary sources or from secondary sources.

4. Know how to interpret the findings and to whom the results should be communicated.

By adopting such a model the research is more likely to be successful.

Some guide answers to the questions

1. Yes it does but precisely where? The small gifts market looks quite crowded but each of the competitors has carefully differentiated and marked out its particular part of the market. Each of the product ranges that make-up Corner Shops’ stock is in direct competition with a rival but do they all carry the same range? This might be the time to concentrate on a particular section of the gift market or even go for something that really makes them different. A coffee corner, with cake might be an idea?

2. Well, they now know where they are in direct competition and where they are slightly different. They can therefore decide on both strategy and tactics. This might involve them focusing more on certain segments of the markets or broadening their appeal as we outlined above.

3. It would be helpful to know such things as: the number of people visiting the town, any plans for new shops (of course some details on rivals future actions would be a bonus!), the costs of coffee corner and any health and safety requirements, predicted taste changes and just what else would think this small but expanding enterprise should know?

Key Terms

Product Orientated - a decision-making process that focuses on making a product rather than responding to market/customer needs.

Market Orientated – a decision-making process that focuses on responding to market/customer needs. The company is very much customer driven.

Market Research – the process of finding out the exact wants, tastes etc of consumers. It includes the collection of both primary and secondary data.

Desk Research - is concerned with gathering secondary data which has already been collected is available elsewhere.

Secondary Research – this is data, which is collected from already published sources.

Quantitative Research – involves the analysis of numerical data.
Field Research – this is undertaken to collect information directly from people. Its aim is to obtain both qualitative and quantitative data.

Primary Research – information collected directly from an original source. This may be by survey, focus group or in-depth interviews.

Qualitative research – this is directed at discovering consumers’ real opinions in detail.

