
 

Topic 2.2.1 Product 

Key Vocabulary 

Design mix – the combination of 
aesthetics, function and cost that are 
the combined design priorities for a 
product 
Aesthetics – how things appeal to the 
senses, i.e. look, smell, sound 
Function – how well the product or 
service works for the consumer 
Economic manufacture – making a 
product cheaply enough to make it 
profitable 
Product life cycle – the theory that 
every product goes through the same 
stages  
Introduction phase – phase of the 
product life cycle when a product is 
developed and launched onto the 
market 
Growth phase – phase of the product 
life cycle where sales are growing; 
costs will be very high 
Maturity phase – phase where sales 
and revenue is at the highest point 
Decline phase – phase when sales 
are dropping 
Extension strategy – an attempt to 
prolong sales of a product to avoid the 
decline phase 
Product differentiation – the extent 
to which consumers see your product 
as distinct from rivals 

 
  

Core Knowledge 

The design mix is a diagram to show how a business  
must consider the aesthetics and function of a product 
as well as the cost. 

When creating a product a business will want it to 
stand out from rivals.  This is known as product 
differentiation.  Businesses can use branding or USPs. 

The Product life cycle shows the stage that every product goes 
through.  A business will use extension strategies to extend the 
life cycle. 

 

Wider Business World 

Apple – use of branding and 
extension strategies 

Kellogg’s – developed new 
products such as cereal bars to 
meet customer needs  

KitKat – launched different 
flavours and sizes as an 
extension strategy  

 

Synoptic Links 

Customer needs – if these 
change products will need to 
change 

Market research – how a 
business finds out customer 
needs 

External influences – will 
lead to changes in 4Ps 

Operations – need to be able 
to make the product 

Breakeven – understanding 
the link between costs and 
economic viability  

Don’t be a “man on the street” 

• Don’t assume everyone prefers branded products – some  
consumers will consider cost more important 

• Remember that all products will see a decline in sales, eventually, but 
the time this takes will differ 

• Just because a product is in decline does not mean it must be 
withdrawn – it may still contribute a considerable amount of revenue 

BUSINESS: Creating informed, 
discerning employees, consumers 
and future leaders 



   
 

 Topic 2.2.2 Price  

Key Vocabulary 

Profit margin – profit as a 
percentage of the selling price; the 
difference between total costs and 
selling price 
Mass market – a broad market 
segment that includes most 
consumers buying within a market  
Niche market – a small sub-section 
of a larger market in which 
customers share similar needs 
Price – what the consumers pay for 
the product 
Freemium – used mainly for digital 
products, when something is offered 
for free with charges for additional 
features 
  

Core Knowledge 

Price is what consumers pay for the product. It is essential that the price 
charged is appropriate for the product and for the target market 

A business can use a variety of strategies: 

• Penetration – setting a low price to start with to enter a market 
• Skimming – setting a high price to start to recoup research costs 
• Competition based – setting a price based on what rival products 

are charging 

Influences on pricing strategies: 

• Technology – consumers can compare prices easily so it is 
important a business is competitively priced 

• Competition – the fewer rivals a business has, the more they are 
able to set their own price 

• Market segments – the business needs to consider the income 
levels of their customers and how sensitive they are to price 
changes 

• Product life cycle – price will change throughout the life cycle of 
the product 

 

Wider Business World 

Apple – use price skimming 
when launching new products 

Supermarkets – often sell 
basics at a loss to encourage 
customers in  

 

Synoptic Links 

Revenue & costs – price 
affects the revenue received 

Break-even – price rises, 
lower the break even point  

Competitive environment – 
the more competition a 
business faces, the more 
competitive their price will need 
to be 

Market segmentation – the 
price a business charges will 
need to be appropriate for the 
target market 

Don’t be a “man on the street” 

• Remember that putting the price up will not always lead to more 
revenue and profit for a business, as some customers will not pay the 
extra 

• Don’t assume that everyone looks for the lowest price – sometimes 
other factors are more important 

BUSINESS: Creating informed, 
discerning employees, consumers 
and future leaders 



   
 

 Topic  2.2.3 Promotion 

Key Vocabulary 

Promotional strategy – a medium 
to long term plan for communicating 
with customers 
Sponsorship – paying to have a 
brand associated with an individual, 
event or team 
Branding – giving your product or 
service a name that helps recall and 
recognitions and gives a sense of 
personality 
e-newsletters – updates on the 
activities of a business sent 
electronically  
Viral advertising – when people 
start to spread your message for you 
through social means 
Sales promotion – a short term 
strategy such as BOGOF 
Pressure group – a group of people 
who join together to try to influence 
government policy or business policy 
for a particular cause 
e-commerce – buying and selling 
on-line 
product placement – when a 
business product or brand is seen in 
tv shows or films 
publicity – promotion that is not 
paid for, e.g. being discussed on a 
TV show 
  

Core Knowledge 

Promotion methods are used to inform consumers about products 
and persuade them to buy them. 

Mass market products can use mass media, such as Television, 
national newspapers or radio.  These are expensive, but cheap per 
customer.  Niche market products, or smaller businesses can use 
local radio, local newspapers or social media. 

Businesses may use sponsorship to build their brand through 
selecting a business that reflects their values, e.g. Red Bull sponsors 
extreme sports. 

New products may offer product trials, e.g. free tastes or samples. 

Impact of technology: 

• Targeted advertising online through the use of cookies 
• Viral advertising via social media, e.g. the Ice bucket challenge 

to raise awareness and donations to ALPS 
• Apps for engaging with customers   
• E-newsletters and emails 

Wider Business World 

Football teams – sponsored 
by businesses, as are sporting 
events such as the FA cup 

Echo Falls – a wine brand that 
sponsored a cooking program; 
an example of linking the 
product to the likes of the 
target market 

 

Synoptic Links 

Technology – made it easier 
to advertise on social media 

Legislation – adverts must be 
true and meet regulations 

Market Segmentation – a 
business will need to know the 
target market well to know 
where to advertise  

Break-even – promoting will 
have a cost implication, 
therefore raising the break-
even point 

Globalisation – will the 
promotion work in all countries? 

Don’t be a “man on the street” 

• Remember promotion is not just advertising – it includes lots of  
other strategies as well 

• Don’t just say “TV” or “in a newspaper” – be specific, i.e. which 
channels? Which programs?  What time? Link to the target market 

• Social media is not “free” – it costs in time and in search optimisation  

BUSINESS: Creating informed, 
discerning employees, consumers 
and future leaders 



   
 

 Topic 2.2.4 Place 

Key Vocabulary 

Distribution – how ownership 
changes as a product goes from 
producer to consumer 
Producer – the business or 
individual who makes the product / 
service 
Wholesaler – a business that buys 
in bulk from a producer and sells 
onto to retailers in smaller quantities   
Retailer – a shop or chain of shops, 
usually selling from a building on the 
high street or shopping centre 
Agent – a business that sells 
something on behalf of the producer 
but never owns the product, e.g. a 
travel or estate agent 
Customer – the person or business 
who buys the product 
e-tailer – an electronic retailer  
Mark-up – the additional amount 
added to the price of the product as 
it moves through the distribution 
channel 
Third-party platform – an e-
commerce website or service that is 
run by an unrelated business where 
businesses can sell their products 
  

Core Knowledge 

Place is NOT to be confused with location.  It is about how the 
product gets to the consumer and which other businesses it needs to 
pass through, not the physical location of the premises.  

 
The more third parties in the channel, the greater the mark-up and 
so the higher the price for the consumer 

Wider Business World 

Amazon – an example of a 
third party retailer 

Booker – an example of a 
wholesaler 

NEXT – a business that is a 
retailer and e-tailer 

ASOS – an e-tailer  

 

Synoptic Links 

Technology – has enabled 
more businesses to become e-
tailers, and for small businesses 
to use third-party platforms 

Globalisation – using third 
party platforms enables more 
businesses to sell worldwide 

Customer needs – channels 
can meet needs of convenience  

Market segmentation – the 
channel needs to be 
appropriate for the market 
segment 

Don’t be a “man on the street” 

• Remember that not ALL customers have access to the internet or  
like online shopping, so selling exclusively online may not be appropriate 
for all businesses 

• Amazon is a third party – a significant number of its products are 
produced by other businesses 

BUSINESS: Creating informed, 
discerning employees, consumers 
and future leaders 



   
 

 Topic 2.2.5 Marketing Mix and business decisions 

Key Vocabulary 

Marketing mix – the four elements 
that work together to make the 
marketing of a business or product 
successful  
Product – the actual product the 
business produces / sells.  Cost, 
aesthetics and function need to work 
together 
Price – what the customer is 
charged for the product 
Promotion – the methods used to 
inform customer about a product and 
persuade them to buy it 
Place – the distribution methods 
used to get the product from the 
producer to the consumer 
Competitive advantage – 
something a business does that is 
better than all of its rivals 
  

Core Knowledge 

Each element of the marketing mix can influence another 

• Product design can influence the price charged, especially if 
costs increase 

• The type of product will affect the distribution channel 
(place) used; if e-tailing is to be used, the product will need 
to be designed so that posting is easy 

• If the business wishes to charge a premium price, it will need 
to use premium retailers (place) and use promotion 
strategies that enhance this message of quality 

• Promotional offers may lower price 
• A distribution channel that uses wholesalers and retailers 

will increase the price 

Building competitive advantage: 

• Product – unique features, quality, design  
• Price – selling at the cheapest price in a market 
• Promotion – creating a memorable or catchy campaign can 

make a product stand out 
• Place – more stores that rivals, effective websites 

 

Wider Business World 

Dyson – has a competitive 
advantage due to uniqueness of 
product 

Lindor chocolate – unique 
product, higher price, 
promotion suggests luxury / 
handmade, sold in department 
stores as well as supermarkets.  
An integrated mix. 

 

Synoptic Links 

Customer needs – each 
element of the marketing mix, 
must meet needs 

Market research – needs to 
be completed to understand 
customer needs 

Market segmentation – 
identifying different groups of 
people 

Finance – a budget must be 
agreed for Marketing  

Objectives – the marketing 
mix will depend on what the 
business wants to achieve 

Don’t be a “man on the street” 

• Remember that each element must be considered 
• Marketing decisions must be linked to the business overall objectives 
• Marketing decisions must be relevant to the individual business and the 

market it is in – just doing more promotion, or lowering price will not 
guarantee success  

BUSINESS: Creating informed, 
discerning employees, consumers 
and future leaders 
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